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         PART I

ITEM 1.  BUSINESS

GENERAL

First Community Bancshares, Inc. ("FCBI" or the "Company", "Corporation" or
"Registrant") is a one-bank holding company incorporated in the State of Nevada 
and serves as the holding company for First Community Bank, N. A. ("FCBNA" or
the "Bank"), a national association that conducts commercial banking operations
within the states of Virginia, West Virginia and North Carolina. United First
Mortgage, Inc. ("UFM"), acquired in the latter part of 1999, is a wholly owned
subsidiary of FCBNA and serves as a wholesale and retail distribution channel
for FCBNA's mortgage banking business segment. The Company has total
consolidated assets of approximately $1.52 billion at December 31, 2002 and
conducts commercial and mortgage banking business through the 41 branches of
FCBNA and 11 mortgage brokerage offices.

On November 30, 2002, the Company acquired Monroe Financial, Inc. and its
banking subsidiary, Bank of Greenville. Bank of Greenville's three branch
facilities, Greenville and Lindside in Monroe County, West Virginia and Hinton
in Summers County, West Virginia, were simultaneously merged with and into the
Bank. The completion of this transaction resulted in the addition of $29.8



million in assets, including $17.4 million in loans and added an additional
$28.0 million in deposits to the Bank at December 31, 2002. The excess of the
fair market value of the net assets acquired over purchase price of $931,000 was
reallocated to the non financial assets acquired.

In January 2003, the Bank completed the acquisition of Stone Capital Management,
Inc. ("Stone Capital"), with an office in Beckley, West Virginia This
acquisition will expand the Bank's operations to include a broader range of
financial services, including wealth management, asset allocation, financial
planning and investment advice. Stone Capital at December 31, 2002 had total
assets of $94 million under management and will continue to operate under its
name in conjunction with First Community's Trust and Financial Services
Division.

On January 27, 2003, the Company announced the signing of a definitive merger
agreement pursuant to which the Bank will acquire The CommonWealth Bank, a
Virginia-chartered commercial bank ("CommonWealth Bank") for total consideration 
of approximately $25.0 million. The merger is expected to close during the
second quarter of 2003, pending the receipt of all requisite regulatory
approvals and the approval of CommonWealth Bank's shareholders. At December 31,
2002, Commonwealth Bank had total assets of $134.1 million, net loans of $106.2
million and total deposits of $107.3 million.

Currently, the Registrant is a bank holding company and the banking operations
are expected to remain the principal business and major source of revenue. The
Registrant provides a mechanism for ownership of the subsidiary banking
operations, provides capital funds as required and serves as a conduit for
distribution of dividends to stockholders. The Registrant also considers and
evaluates options for growth and expansion of the existing subsidiary banking
operations. The Registrant currently derives substantially all of its revenues
from dividends paid by its subsidiary bank. Dividend payments by the bank are
determined in relation to earnings, asset growth and capital position and are
subject to certain restrictions by regulatory agencies as described more fully
under Regulation and Supervision of this item.

At December 31, 2002, the principal assets of FCBI included all of the
outstanding shares of common stock of FCBNA, Bluefield, Virginia. FCBNA is a
nationally chartered bank organized under the banking laws of the United States.
FCBNA engages in general commercial and retail banking business in West
Virginia, Virginia and North Carolina through 41 branch facilities. It provides
safe deposit services and makes all types of loans, including commercial,
mortgage and personal loans. FCBNA also provides trust services and its deposits
are insured by the FDIC. FCBNA is a member of the Federal Reserve System and is
a member of the Federal Home Loan Bank (FHLB) of Atlanta. Regulatory oversight
of the banking subsidiary is conducted by the Office of the Comptroller of the
Currency (OCC). FCBNA, through its wholly owned subsidiary, UFM, provides for
the origination and sale of mortgages to secondary sources. With the addition of
Stone Capital in January, 2003, FCBNA's range of financial services will be
expanded to include wealth management, asset allocation, financial planning and
investment advice. The required information concerning reportable segments and
the required disclosures are set forth in Note 17 of the financial statements
included in the Annual Report to Shareholders as Exhibit 13 hereof.

                                       3

FORWARD-LOOKING STATEMENTS 

This report contains forward-looking statements with respect to the financial 
condition, results of operations and business of FCBI. This Annual Report on
Form 10-K should be read in conjunction with the consolidated financial 
statements, notes and tables included throughout this report and the First
Community Bancshares, Inc. (the "Company" or "First Community") Annual Report to
shareholders. All statements other than statements of historical fact included
in this Annual Report, including statements in the Letter to Shareholders and in
Management's Discussion and Analysis of Financial Condition and Results of
Operations are, or may be deemed to be, forward-looking statements within the 
meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
Exchange Act of 1934. Generally, the words "believe," "expect," "intend,"
"estimate," "anticipate," "project," "will" and similar expressions identify
forward-looking statements, which generally are not historical in nature. All 
statements that address operating performance, events or developments that we
expect or anticipate will occur in the future -- including statements relating 
to growth, share of revenues and earnings per share growth and statements
expressing general optimism about future operating results -- are 
forward-looking statements. Forward-looking statements are subject to certain 



risks and uncertainties that could cause actual results to differ materially
from our Company's historical experience and our present expectations or
projections. As and when made, management believes that these forward-looking 
statements are reasonable. However, caution should be taken not to place undue
reliance on any such forward-looking statements since such statements speak only 
as of the date when made.

Many factors could cause the Company's actual results to differ materially from
the results contemplated by the forward-looking statements. Some factors, which 
could negatively affect the results, include: (1) general economic conditions,
either nationally or within the Company's markets, could be less favorable than
expected, (2) changes in market interest rates could affect interest margins and
profitability, (3) competitive pressures could be greater than anticipated, (4)
legal or accounting changes could affect the Company's results, (5) acquisition
cost savings may not be realized or the anticipated income may not be achieved,
and (6) adverse changes could occur in the securities and investments markets.
The foregoing list of important factors is not exclusive.

Forward-looking statements made herein reflect management's expectations as of 
the date such statements are made. Such information is provided to assist
stockholders and potential investors in understanding current and anticipated
financial operations of the Company and is included pursuant to the safe harbor
provisions of the Private Securities Litigation Reform Act of 1995. The Company
undertakes no obligation to publicly update or revise any forward-looking 
statements, whether as a result of new information, future events or otherwise.

RISK FACTORS

FCBI AND ITS SUBSIDIARY'S BUSINESS ARE SUBJECT TO INTEREST RATE RISK AND
VARIATIONS IN INTEREST RATES MAY NEGATIVELY AFFECT ITS FINANCIAL PERFORMANCE. We
are unable to predict actual fluctuations of market interest rates with complete
accuracy. Rate fluctuations are affected by many factors, including:

         inflation;

         recession;

         a rise in unemployment;

         tightening money supply; and

         domestic and international disorder and instability in domestic and
         foreign financial markets.

Changes in the interest rate environment may reduce profits. We expect that the
Company and FCBNA will continue to realize income from the differential or
"spread" between the interest earned on loans, securities and other
interest-earning assets, and interest paid on deposits, borrowings and other 
interest-bearing liabilities. Net interest spreads are affected by the 
difference between the maturities and repricing characteristics of
interest-earning assets and interest-bearing liabilities. The Company is 
vulnerable to continued declines in interest rates because of its slightly
asset-sensitive balance sheet profile, in which its assets will reprice downward 
at rates exceeding the repricing characteristics of liabilities. As a result,
material and prolonged declines in interest rates would decrease the Company's
net interest income. Conversely, an increase in the general level of interest
rates may adversely affect the ability of some
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borrowers to pay the interest on and principal of their obligations.
Accordingly, changes in levels of market interest rates could materially and
adversely affect the Company's net interest spread, asset quality, levels of
prepayments and cash flows as well as the market value of its securities
portfolio and overall profitability.

Changes in interest rates affect the net interest income earned on the Company's
debt securities portfolios as well as the value of the securities portfolio. In
addition, changes in interest rates affect the net interest income FCBNA and UFM
earn on loans held for investment and loans held for sale. To the extent UFM
pools loans in the future and is not adequately hedged, its interest rate and
market risk with respect to its loans held for sale may increase. Consequently,
changes in the levels of market interest rates could materially and adversely
affect the Company's net interest spread, the market value of the loans and



securities and the overall profitability.

FCBNA'S ABILITY TO PAY DIVIDENDS IS SUBJECT TO REGULATORY LIMITATIONS WHICH, TO
THE EXTENT FCBI REQUIRES SUCH DIVIDENDS IN THE FUTURE, MAY AFFECT FCBI'S ABILITY
TO PAY ITS OBLIGATIONS AND PAY DIVIDENDS. FCBI is a separate legal entity from
FCBNA and its subsidiaries and does not have significant operations of its own.
FCBI currently depends on FCBNA's cash and liquidity as well as dividends from
the subsidiary to pay FCBI's operating expenses and dividends to shareholders.
No assurance can be made that in the future FCBNA will have the capacity to pay
the necessary dividends and that the Company will not require dividends from 
FCBNA to satisfy FCBI's obligations. The availability of dividends from FCBNA is
limited by various statutes and regulations. It is possible, depending upon the
financial condition of the Company and other factors, that the OCC could assert
that payment of dividends or other payments by FCBNA are an unsafe or unsound
practice. In the event FCBNA is unable to pay dividends sufficient to satisfy
FCBI's obligations and FCBNA is unable to pay dividends to the Company, FCBI may
not be able to service its obligations as they become due, or pay dividends on
the Company's common stock. Consequently, the inability to receive dividends
from FCBNA could adversely affect FCBI's financial condition, results of
operations, cash flows and prospects.

FCBI'S ALLOWANCE FOR LOAN LOSSES MAY NOT BE ADEQUATE TO COVER ACTUAL LOSSES.
Like all financial institutions, we maintain an allowance for loan losses to
provide for loan defaults and non-performance. FCBI's allowance for loan losses 
may not be adequate to cover actual loan losses, and future provisions for loan
losses could materially and adversely affect FCBI's operating results. FCBI's
allowance for loan losses is determined by analyzing historical loan losses,
current trends in delinquencies and charge-offs, plans for problem loan 
resolution, the opinions of our regulators, changes in the size and composition
of the loan portfolio and industry information. Also included in management's
estimates for loan losses are considerations with respect to the impact of
economic events, the outcome of which are uncertain. The amount of future losses
is susceptible to changes in economic, operating and other conditions, including
changes in interest rates, that may be beyond FCBI's control, and these losses
may exceed current estimates. Federal regulatory agencies, as an integral part
of their examination process, review FCBI's loans and allowance for loan losses.
While we believe that FCBI's allowance for loan losses is adequate to cover
current losses, we cannot assure you that we will not need to increase FCBI's
allowance for loan losses or that regulators will not require us to increase
this allowance. Either of these occurrences could materially and adversely
affect FCBI's earnings and profitability.

FCBI'S BUSINESS IS SUBJECT TO VARIOUS LENDING AND OTHER ECONOMIC RISKS THAT
COULD ADVERSELY IMPACT FCBI'S RESULTS OF OPERATIONS AND FINANCIAL CONDITION.
Changes in economic conditions, particularly an economic slowdown, could hurt
FCBI's business. FCBI's business is directly affected by political and market
conditions, broad trends in industry and finance, legislative and regulatory
changes, changes in governmental monetary and fiscal policies and inflation, all
of which are beyond FCBI's control. A deterioration in economic conditions, in
particular an economic slowdown within the Company's geographic region, could
result in the following consequences, any of which could hurt FCBI's business
materially:

         loan delinquencies may increase;

         problem assets and foreclosures may increase;

         demand for FCBI's products and services may decline; and

         collateral for loans made by the Company may decline in value, in turn
         reducing a client's borrowing power, and reducing the value of assets
         and collateral associated with FCBI's loans held for investment.
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A downturn in the real estate market could hurt FCBI's business. FCBI's business
activities and credit exposure are concentrated in West Virginia, Virginia,
North Carolina and the surrounding mid-Atlantic region. A downturn in this 
regional real estate market could hurt FCBI's business because of the geographic
concentration within this regional area. If there is a significant decline in
real estate values, the collateral for FCBI's loans will provide less security.
As a result, FCBI's ability to recover on defaulted loans by selling the
underlying real estate would be diminished, and we would be more likely to
suffer losses on defaulted loans.



THE COMPANY'S LEVEL OF CREDIT RISK IS INCREASING DUE TO THE EXPANSION OF ITS
COMMERCIAL LENDING, AND THE CONCENTRATION ON MIDDLE MARKET CUSTOMERS WITH
HEIGHTENED VULNERABILITY TO ECONOMIC CONDITIONS. At December 31, 1997,
commercial loans totaled $285.1 million. At December 31, 2002, this portfolio
has increased to $360.0 million. The level of credit risk has increased as a
result of this shift in the loan portfolio mix. Commercial real estate loans
generally are considered riskier than single-family residential loans because 
they have larger balances to a single borrower or group of related borrowers.
Commercial business loans involve risks because the borrower's ability to repay
the loan typically depends primarily on the successful operation of the business
or the property securing the loan. Most of the commercial business loans are
made to middle market customers who may have a heightened vulnerability to
economic conditions. Moreover, a portion of these loans have been made by the
Company in the last several years and the borrowers may not have experienced a
complete business or economic cycle.

FCBNA MAY SUFFER LOSSES IN ITS LOAN PORTFOLIO DESPITE ITS UNDERWRITING
PRACTICES. FCBNA seeks to mitigate the risks inherent in FCBNA's loan portfolio
by adhering to specific underwriting practices. These practices include analysis
of a borrower's prior credit history, financial statements, tax returns and cash
flow projections, valuation of collateral based on reports of independent
appraisers and verification of liquid assets. Although FCBNA believes that its
underwriting criteria are appropriate for the various kinds of loans it makes,
FCBNA may incur losses on loans that meet its underwriting criteria, and these
losses may exceed the amounts set aside as reserves in FCBNA's allowance for
loan losses.

THE COMPANY AND ITS SUBSIDIARIES ARE SUBJECT TO EXTENSIVE REGULATION WHICH COULD
ADVERSELY AFFECT THEM. FCBI and its subsidiaries' operations are subject to
extensive regulation by federal, state and local governmental authorities and
are subject to various laws and judicial and administrative decisions imposing
requirements and restrictions on part or all of FCBI's operations. FCBI believes
that it is in substantial compliance in all material respects with applicable
federal, state and local laws, rules and regulations. Because FCBI's business is
highly regulated, the laws, rules and regulations applicable to it are subject
to regular modification and change. There are currently proposed various laws,
rules and regulations that, if adopted, would impact FCBI's operations,
including, among other things, matters pertaining to corporate governance,
requirements for listing and maintenance on national securities exchanges and
over the counter markets, SEC rules pertaining to public reporting disclosures
and banking regulations governing the amount of loans that a financial
institution, such as FCBNA, can acquire for investment from an affiliate, such
as UFM. In addition, the Financial Accounting Standards Board, or FASB, is
considering changes which may require, among other things, the expensing of the
costs relating to the issuance of stock options. There can be no assurance that
these proposed laws, rules and regulations, or any other laws, rules or
regulations, will not be adopted in the future, which could make compliance more
difficult or expensive, restrict FCBI's ability to originate, broker or sell
loans, further limit or restrict the amount of commissions, interest or other
charges earned on loans originated or sold by FCBNA or UFM or otherwise
adversely affect FCBI's business, financial condition or prospects.

FCBI FACES STRONG COMPETITION FROM OTHER FINANCIAL INSTITUTIONS, FINANCIAL
SERVICE COMPANIES AND OTHER ORGANIZATIONS OFFERING SERVICES SIMILAR TO THOSE
OFFERED BY THE COMPANY AND ITS SUBSIDIARIES, WHICH COULD HURT FCBI'S BUSINESS.
FCBI's business operations are centered primarily in West Virginia, Virginia,
North Carolina and the surrounding mid-Atlantic region. Increased competition 
within this region may result in reduced loan originations and deposits.
Ultimately, we may not be able to compete successfully against current and
future competitors. Many competitors offer the types of loans and banking
services that we offer. These competitors include other savings associations,
national banks, regional banks and other community banks. FCBI also faces
competition from many other types of financial institutions, including finance
companies, brokerage firms, insurance companies, credit unions, mortgage banks
and other financial intermediaries. In particular, FCBNA's competitors include
other state and national banks and major financial companies whose greater
resources may afford them a marketplace advantage by enabling them to maintain
numerous banking locations and mount extensive promotional and advertising
campaigns.

Additionally, banks and other financial institutions with larger capitalization
and financial intermediaries not subject to bank regulatory restrictions have
larger lending limits and are thereby able to serve the credit needs of larger
clients. These institutions, particularly to the extent they are more
diversified than FCBI, may be able to offer the same loan products and services



that FCBI offers at more competitive rates and prices. If FCBI is unable to
attract and retain banking clients, FCBI may be unable to continue FCBNA's loan
and deposit growth and the Company's business, financial condition and prospects
may be negatively affected.
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EMPLOYEES

The Registrant and its subsidiary, FCBNA, employed 539 full time equivalent
employees at December 31, 2002, while UFM employed 110 people. Management
considers employee relations to be excellent.

REGULATION AND SUPERVISION

The following discussion sets forth the material elements of the regulatory
framework applicable to the Company and the Bank. This regulatory framework
primarily is intended for the protection of depositors and the deposit insurance
funds that insure deposits of banks, and not for the protection of security
holders. To the extent that the following information describes statutory and
regulatory provisions, it is qualified in its entirety by reference to those
provisions. A change in the statutes, regulations or regulatory policies
applicable to the Company or its subsidiaries may have a material effect on its
business.

Regulation of the Company

General. The Company is a bank holding company within the meaning of the Bank
Holding Act of 1956, as amended ("BHCA"), and is registered as such with the
Board of Governors of the Federal Reserve System. The registrant is required to
file with the Board of Governors quarterly reports of the Company and the Bank
and such other information as the Board of Governors may require. The Federal
Reserve makes periodic examinations of the Company, typically on an annual
basis.

BHCA Activities and Other Limitations. The BHCA prohibits a bank holding company
from acquiring direct or indirect ownership or control of more than 5% of the
voting shares of any bank, or increasing such ownership or control of any bank,
without prior approval of the Federal Reserve Board.

The BHCA also prohibits a bank holding company, with certain exceptions, from
acquiring more than 5% of the voting shares of any company that is not a bank
and from engaging in any business other than banking or managing or controlling
banks. Under the BHCA, the Federal Reserve Board is authorized to approve the
ownership of shares by a bank holding company in any company, the activities of
which the Federal Reserve Board has determined to be so closely related to
banking or to managing or controlling banks as to be a proper incident thereto.
In making such determinations, the Federal Reserve Board is required to weigh
the expected benefit to the public, such as greater convenience, increased
competition or gains in efficiency, against the possible adverse effects, such
as undue concentration of resources, decreased or unfair competition, conflicts
of interest or unsound banking practices.

The Federal Reserve Board has by regulation determined that certain activities
are closely related to banking within the meaning of the BHCA. These activities
include operating a mortgage company, finance company, credit card company,
factoring company, trust company or savings association; performing certain data
processing operations; providing limited securities brokerage services; acting
as an investment or financial advisor; acting as an insurance agent for certain
types of credit-related insurance; leasing personal property on a full-payout, 
non-operating basis; providing tax planning and preparation services; operating 
a collection agency; and providing certain courier services. The Federal Reserve
Board also has determined that certain other activities, including real estate
brokerage and syndication, land development, property management and
underwriting of life insurance not related to credit transactions, are not
closely related to banking and a proper incident thereto.

Capital Requirements. The Federal Reserve Board has adopted capital adequacy
guidelines pursuant to which it assesses the adequacy of capital in examining
and supervising a bank holding company and in analyzing applications to it under
the BHCA. The Federal Reserve Board capital adequacy guidelines generally
require bank holding companies to maintain total capital equal to 8% of total
risk-adjusted assets, with at least one-half of that amount consisting of Tier I 
or core capital and up to one-half of that amount consisting of Tier II or 
supplementary capital. Tier I capital for bank holding companies generally



consists of the sum of common stockholders' equity and perpetual preferred stock
(subject in the case of the latter to limitations on the kind and amount of such
stocks which may be included as Tier I capital), less goodwill and, with certain
exceptions, intangibles. Tier II capital generally consists of hybrid capital
instruments; perpetual preferred stock which is not eligible to be included as
Tier I capital; term subordinated debt and intermediate-term preferred stock; 
and, subject to limitations, general allowances for loan losses. Assets are
adjusted under the risk-based guidelines to take into account different risk 
characteristics, with the categories ranging from 0% (requiring no additional
capital) for assets such as cash to 100% for the bulk of assets which are
typically held by a bank holding company, including multi- 
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family residential and commercial real estate loans, commercial business loans
and consumer loans. Single-family residential first mortgage loans which are not 
past-due (90 days or more) or non-performing and which have been made in 
accordance with prudent underwriting standards are assigned a 50% level in the
risk-weighting system, as are certain privately-issued mortgage-backed 
securities representing indirect ownership of such loans. Off-balance sheet 
items also are adjusted to take into account certain risk characteristics. At
December 31, 2002, the Company's Tier I capital and total capital ratios were
12.06% and 13.33%, respectively.

In addition to the risk-based capital requirements, the Federal Reserve Board 
requires bank holding companies to maintain a minimum leverage capital ratio of
Tier I capital to total assets of 3.0%. Total assets for this purpose does not
include goodwill and any other intangible assets and investments that the
Federal Reserve Board determines should be deducted from Tier I capital. The
Federal Reserve Board has announced that the 3.0% Tier I leverage capital ratio
requirement is the minimum for the top-rated bank holding companies without any 
supervisory, financial or operational weaknesses or deficiencies or those which
are not experiencing or anticipating significant growth. Other bank holding
companies are expected to maintain Tier I leverage capital ratios of at least
4.0% to 5.0% or more, depending on their overall condition. The Company's
leverage ratio, at December 31, 2002, was 8.10%.

Financial Support of Affiliated Institutions. Under Federal Reserve Board
policy, the Company is expected to act as a source of financial strength to the
Bank and to commit resources to support the Bank in circumstances when it might
not do so absent such policy. In addition, any capital loans by a bank holding
company to a subsidiary bank are subordinate in right of payment to deposits and
to certain other indebtedness of such subsidiary bank. In the event of a bank
holding company's bankruptcy, any commitment by the bank holding company to a
federal bank regulatory agency to maintain the capital of a subsidiary bank will
be assumed by the bankruptcy trustee and entitled to a priority of payment.

REGULATION OF THE BANK

General. The Bank is a nationally chartered bank organized under the banking
laws of the United States and is subject to extensive regulation and examination
by the OCC and the FDIC. The federal laws and regulations which are applicable
to banks regulate, among other things, the scope of their business, their
investments, their reserves against deposits, the timing of the availability of
deposited funds and the nature and amount of and collateral for certain loans.
There are periodic examinations by the aforementioned regulatory authorities to
test the Bank's compliance with various regulatory requirements. This regulation
and supervision establishes a comprehensive framework of activities in which an
institution can engage and is intended primarily for the protection of the
insurance fund and depositors. The regulatory structure also gives the
regulatory authorities extensive discretion in connection with their supervisory
and enforcement activities and examination policies, including policies with
respect to the classification of assets and the establishment of adequate loan
loss reserves for regulatory purposes. Any change in such regulation, whether by
the OCC, the FDIC or the U.S. Congress could have a material adverse impact on
the Company and its operations.

FDIC Insurance Assessments. The deposits of the Bank are insured up to
regulatory limits by the FDIC, and, accordingly, are subject to deposit
insurance assessments to maintain the Bank Insurance Fund (the "BIF"), which is
administered by the FDIC. The FDIC has adopted regulations establishing a
permanent risk-related deposit insurance assessment system. Under this system, 
the FDIC places each insured bank in one of nine risk categories based on (1)
the bank's capitalization and (2) supervisory evaluations provided to the FDIC



by the institution's primary Federal regulator. Each insured bank's insurance
assessment rate is then determined by the risk category in which it is
classified by the FDIC. The annual insurance premiums on bank deposits insured
by the BIF currently vary between $0.00 per $100 of deposits for banks
classified in the highest capital and supervisory evaluation categories to $0.27
per $100 of deposits for banks classified in the lowest capital and supervisory
evaluation categories.

The FDIC may terminate the deposit insurance of any insured depository
institution, including the Bank, if it determines after a hearing that the
institution has engaged or is engaging in unsafe or unsound practices, is in an
unsafe or unsound condition to continue operations, or has violated any
applicable law, regulation, order or any condition imposed by an agreement with
the FDIC. It also may suspend deposit insurance temporarily during the hearing
process for the permanent termination of insurance, if the institution has no
tangible capital. If insurance of accounts is terminated, the accounts at the
institution at the time of the termination, less subsequent withdrawals, shall
continue to be insured for a period of six months to two years, as determined by
the FDIC. Management is aware of no existing circumstances which would result in
termination of the Bank's deposit insurance.

Prompt Corrective Action. The Federal Deposit Insurance Corporation Act, as
amended ("FDICIA"), among other things, requires the federal banking agencies to
take "prompt corrective action" in respect of depository institutions that do
not meet minimum capital requirements. FDICIA establishes five capital tiers:
"well capitalized," "adequately capitalized," "undercapitalized," "significantly
undercapitalized" and "critically undercapitalized." An FDIC-insured bank will 
be "well capitalized" if it has a total capital ratio of
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10% or greater, a Tier 1 capital ratio of 6% or greater and a leverage ratio of
5% or greater and is not subject to any order or written directive by any such
regulatory authority to meet and maintain a specific capital level for any
capital measure. A depository institution's capital tier will depend upon where
its capital levels compare to various relevant capital measures and certain
other factors, as established by regulation. As of December 31, 2002, the Bank
had capital levels that qualify it as being "well capitalized" under such
regulations.

Capital Requirements. The Bank is subject to capital requirements adopted by the
OCC similar to the capital requirements for the Company. The capital ratios of
the Bank are set forth in Note 13 to the Consolidated Financial Statements in
the Annual Report included in Item 15, Exhibit 13 hereof.

Payment of Dividends and Borrowings. The Bank is subject to certain restrictions
which limit the amounts and the manner in which it may loan funds to the
Company. The Bank is further subject to restrictions on the amount of dividends
that can be paid to the Company in any one calendar year without prior approval
by primary regulators. Payment of dividends by the Bank to the Company cannot
exceed net profits, as defined, for the current year combined with net profits
for the two preceding years. In addition, any distribution that might reduce the
Bank's equity capital to unsafe levels or which, in the opinion of regulatory
agencies, is not in the best interests of the public, could be prohibited. For
additional information, see Note 13 to the Consolidated Financial Statements in
the Annual Report included in Item 15, Exhibit 13 hereof.

Community Reinvestment Act and the Fair Lending Laws. The Bank has a
responsibility under the Community Reinvestment Act and related regulations to
help meet the credit needs of its community, including low- and moderate-income 
neighborhoods. In addition, the Equal Credit Opportunity Act and the Fair
Housing Act prohibit lenders from discriminating in their lending practices on
the basis of characteristics specified in those statutes. An institution's
failure to comply with the provisions of the Community Reinvestment Act could,
at a minimum, result in regulatory restrictions on its activities and the denial
of applications. In addition, an institution's failure to comply with the Equal
Credit Opportunity Act and the Fair Housing Act could result in the applicable
federal regulatory agencies and/or the Department of Justice taking enforcement
actions against the institution. Based on its most recent examination, the Bank
received a satisfactory rating with respect to its performance pursuant to the
Community Reinvestment Act.

Federal Home Loan Bank System. The Bank is a member of the FHLB system. Among
other benefits, each FHLB serves as a reserve or central bank for its members
within its assigned region. Each FHLB is financed primarily from the sale of



consolidated obligations of the FHLB system. Each FHLB makes available loans or
advances to its members in compliance with the policies and procedures
established by the board of directors of the individual FHLB. As an FHLB member,
the Bank is required to own capital stock in the FHLB of Atlanta. The Bank's
required investment in FHLB stock, based on December 31, 2002 financial data,
was $5.50 million. At December 31, 2002, the Bank had $6.25 million of FHLB
Atlanta stock.

Federal Reserve System. The Federal Reserve Board requires all depository
institutions to maintain noninterest bearing reserves at specified levels
against their transaction accounts (primarily checking, NOW, and Super NOW
checking accounts) and non personal time deposits. At December 31, 2002, the
Bank was in compliance with these requirements.

RECENT BANKING LEGISLATION

USA Patriot Act of 2001. In October 2001, the USA Patriot Act of 2001 was
enacted in response to the terrorist attacks in New York, Pennsylvania and
Washington, D.C. which occurred on September 11, 2001. The Patriot Act is
intended to strengthen U.S. law enforcement's and the intelligence communities'
abilities to work cohesively to combat terrorism on a variety of fronts. The
potential impact of the Patriot Act on financial institutions of all kinds is
significant and wide ranging. The Patriot Act contains sweeping anti-money 
laundering and financial transparency laws and imposes various regulations,
including standards for verifying client identification at account opening, and
rules to promote cooperation among financial institutions, regulators and law
enforcement entities in identifying parties that may be involved in terrorism or
money laundering.

Financial Services Modernization Legislation. In November 1999, the
Gramm-Leach-Bliley Act of 1999 (the "GLB") was enacted. The GLB repeals 
provisions of the Glass-Steagall Act which restricted the affiliation of 
commercialbanks with firms "engaged principally" in specified securities
activities, and which restricted officer, director or employee interlocks
between a member bank and any company or person "primarily engaged" in specified
securities activities.

In addition, the GLB also contains provisions that expressly preempt any state
law restricting the establishment of financial affiliations, primarily related
to insurance. The general effect of the law is to establish a comprehensive
framework to permit affiliations among
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commercial banks, insurance companies, securities firms and other financial
service providers by revising and expanding the Bank Holding Company Act
framework to permit a holding company to engage in a full range of financial
activities through a new entity known as a "financial holding company."
"Financial activities" is broadly defined to include not only banking, insurance
and securities activities, but also merchant banking and additional activities
that the Federal Reserve Board, in consultation with the Secretary of the
Treasury, determines to be financial in nature, incidental to such financial
activities or complementary activities that do not pose a substantial risk to
the safety and soundness of depository institutions or the financial system
generally.

The GLB also permits national banks to engage in expanded activities through the
formation of financial subsidiaries. A national bank may have a subsidiary
engaged in any activity authorized for national banks directly or any financial
activity, except for insurance underwriting, insurance investments, real estate
investment or development, or merchant banking, which may only be conducted
through a subsidiary of a financial holding company. Financial activities
include all activities permitted under new sections of the Bank Holding Company
Act or permitted by regulation.

Sarbanes-Oxley Act of 2002. On July 30, 2002, President Bush signed into law the 
Sarbanes-Oxley Act of 2002 (the "SOA".) The stated goals of the SOA are to 
increase corporate responsibility, to provide for enhanced penalties for
accounting and auditing improprieties of publicly traded companies and to
protect investors by improving the accuracy and reliability of corporate
disclosures pursuant to the securities laws. The SOA is the most far-reaching 
U.S. securities legislation enacted in some time. The SOA generally applies to
all companies, both U.S. and non-U.S., that file or are required to file 
periodic reports with the Securities and Exchange Commission (the "SEC",) under



the Securities Exchange Act of 1934 (the "Exchange Act".) Given the extensive
SEC role in implementing rules relating to many of the SOA's new requirements,
the final scope of these requirements remains to be determined.

The SOA includes very specific additional disclosure requirements and new
corporate governance rules, requires the SEC and securities exchanges to adopt
extensive additional disclosure, corporate governance and other related rules
and mandates further studies of certain issues by the SEC and the Comptroller
General. The SOA represents significant federal involvement in matters
traditionally left to state regulatory systems, such as the regulation of the
accounting profession, and to state corporate law, such as the relationship
between a board of directors and management and between a board of directors and
its committees.

The SOA addresses, among other matters: audit committees for all reporting
companies; certification of financial statements by the chief executive officer
and the chief financial officer; the forfeiture of bonuses or other
incentive-based compensation and profits from the sale of an issuer's securities 
by directors and senior officers in the twelve month period following initial
publication of any financial statements that later require restatement; a
prohibition on insider trading during pension plan black out periods; disclosure
of off-balance sheet transactions; a prohibition on personal loans to directors 
and officers; expedited filing requirements for Form 4's; disclosure of a code
of ethics and filing a Form 8-K for a change or waiver of such code; "real time" 
filing of periodic reports; the formation of a public accounting oversight
board; auditor independence; and various increased criminal penalties for
violations of securities laws.

The SOA contains provisions which became effective upon enactment on July 30,
2002 and provisions which will become effective from within 30 days to one year
from enactment. The SEC has been delegated the task of enacting rules to
implement various provisions with respect to, among other matters, disclosure in
periodic filings pursuant to the Exchange Act.

Regulation W. Transactions between a bank and its "affiliates" are governed by
Sections 23A and 23B of the Federal Reserve Act. The Federal Reserve Board has
also recently issued Regulation W, which codifies prior regulations under
Sections 23A and 23B of the Federal Reserve Act and provides interpretative
guidance with respect to affiliate transactions. Affiliates of a bank include,
among other entities, the bank's holding company and companies that are under
common control with the bank. The Company is considered to be an affiliate of
the Bank. In general, subject to certain specified exemptions, a bank or its
subsidiaries are limited in their ability to engage in "covered transactions"
with affiliates: to an amount equal to 10% of the bank's capital and surplus, in
the case of covered transactions with any one affiliate, and to an amount equal
to 20% of the bank's capital and surplus, in the case of covered transactions
with all affiliates.

In addition, a bank and its subsidiaries may engage in covered transactions and
other specified transactions only on terms and under circumstances that are
substantially the same, or at least as favorable to the bank or its subsidiary,
as those prevailing at the time for comparable transactions with nonaffiliated
companies. A "covered transaction" includes: a loan or extension of credit to an
affiliate; a purchase of, or an investment in, securities issued by an
affiliate; a purchase of assets from an affiliate, with some exceptions; the
acceptance of securities issued by an affiliate as collateral for a loan or
extension of credit to any party; and the issuance of a guarantee, acceptance or
letter of credit on behalf of an affiliate.
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In addition, under Regulation W, a bank and its subsidiaries may not purchase a
low-quality asset from an affiliate; covered transactions and other specified 
transactions between a bank or its subsidiaries and an affiliate must be on
terms and conditions that are consistent with safe and sound banking practices;
and with some exceptions, each loan or extension of credit by a bank to an
affiliate must be secured by collateral with a market value ranging from 100% to
130%, depending on the type of collateral, of the amount of the loan or
extension of credit. Regulation W generally excludes all non-bank and 
non-savings association subsidiaries of banks from treatment as affiliates, 
except to the extent that the Federal Reserve Board decides to treat these
subsidiaries as affiliates.

Under a present exemption from compliance with the quantitative limits and
collateral requirements of Regulation W and Section 23A, a bank can purchase



loans, or other extensions of credit, from an affiliate without being subject to
the 10% and 20% limitation for "covered transactions" as long as: the extension
of credit is originated by the affiliate; the bank makes an independent
evaluation of the creditworthiness of the borrower before the affiliate makes or
commits to make the extension of credit; the bank commits to purchase the
extension of credit before the affiliate makes or commits to make the extension
of credit; the bank does not make a blanket advance commitment to purchase
extensions of credit from the affiliate; and the dollar amount of the extension
of credit, when aggregated with the dollar amount of all other extensions of
credit purchased from the affiliate during the preceding 12 calendar months by
the bank and its FDIC insured depository institution affiliates, does not
represent more than 50% of the dollar amount of extensions of credit originated
by the affiliate during the preceding 12 calendar months.

Concurrently with the adoption of Regulation W, the Federal Reserve Board has
proposed a regulation which would limit the amount of loans that could be
purchased by a bank from an affiliate under this exemption to not more than 100%
of the bank's capital and surplus. Comments on the proposed rule were due by
January 13, 2003.
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ADDITIONAL STATISTICAL DISCLOSURE FOR BANK HOLDING COMPANIES

I. DISTRIBUTION OF ASSETS, LIABILITIES AND STOCKHOLDERS' EQUITY, INTEREST RATES
AND INTEREST DIFFERENTIAL
A.& B. AVERAGE BALANCE SHEETS-NET INTEREST INCOME ANALYSIS 
(AMOUNTS IN THOUSANDS, EXCEPT %)

Table 2

                                                    2002                                    2001
                                                 ---------                               --------- 
                                    AVERAGE       INTEREST  YIELD/RATE      AVERAGE       INTEREST  YIELD/RATE
                                    BALANCE        (1)(5)      (1)          BALANCE        (1)(5)      (1)
                                 -------------------------------------   ------------------------------------- 
                                                                                  
Earning Assets:
Loans:
Held for Sale                    $      57,116   $   3,584     6.27%     $      41,511   $   2,956     7.12%
Held for Investment (2)
 Taxable                               910,790      72,065     7.91%           836,807      72,120     8.62%
 Tax-Exempt                              6,559         538     8.21%             7,118         711     9.99% 
                                 -------------   ---------     ----      -------------   ---------     ---- 
                                       917,349      72,603     7.91%           843,925      72,831     8.63%
Reserve for Loan
 Losses                                (14,436)                                (12,753)
                                 -------------   ---------     ----      -------------   ---------     ---- 
 Net Total                             902,913      72,603     8.04%           831,172      72,831     8.76%
Securities Available For
 Sale:
 Taxable                               245,001      12,906     5.27%           167,672      10,094     6.02%
 Tax-Exempt                             95,164       7,239     7.61%            81,507       6,269     7.69% 
                                 -------------   ---------     ----      -------------   ---------     ---- 
 Total                                 340,165      20,145     5.92%           249,179      16,363     6.57%
Investment Securities:
 Taxable                                 1,459          95     6.51%             2,511         165     6.57%
 Tax-Exempt                             39,587       3,253     8.22%            39,755       3,253     8.18% 
                                 -------------   ---------     ----      -------------   ---------     ---- 
 Total                                  41,046       3,348     8.16%            42,266       3,418     8.09%
Interest Bearing
 Deposits                               25,061         380     1.52%            22,197         842     3.79%
Fed Funds Sold                             288           4     1.39%                 -           -        - 
                                 -------------   ---------     ----      -------------   ---------     ---- 
 Total Earning Assets                1,366,589   $ 100,064     7.32%         1,186,325   $  96,410     8.13%
Other Assets                           105,655                                  99,989
                                 -------------                           ------------- 
 Total                           $   1,472,244                           $   1,286,314
                                 =============                           =============
Interest-Bearing Liabilities: 
Demand Deposits                  $     189,200       1,916     1.01%     $     145,107       2,150     1.48%
Savings Deposits                       170,297       1,903     1.12%           131,699       1,698     1.29%
Time Deposits                          576,833      21,546     3.74%           528,267      28,036     5.31%



Short-term Borrowings                  209,154       9,040     4.32%           191,660       9,913     5.17% 
Long-term Borrowings                    10,081         603     5.98%            10,171         612     6.02% 
                                 -------------   ---------     ----      -------------   ---------     ---- 
 Total Interest-bearing 
 Liabilities                         1,155,565      35,008     3.03%         1,006,904      42,409     4.21%
Demand Deposits                        157,339                                 134,726
Other Liabilities                       15,249                                  15,401
Stockholders' Equity                   144,091                                 129,283
                                 -------------                           ------------- 
 Total                           $   1,472,244                           $   1,286,314
                                 =============   ---------               =============   --------- 
Net Interest Income                              $  65,056                               $  54,001
                                                 =========                               =========
Net Interest Rate Spread (3)                                   4.29%                                   3.91%
                                                               ====                                    ====
Net Interest Margin (4)                                        4.76%                                   4.55%
                                                               ====                                    ====

Table 3

                                                    2000
                                                 --------- 
                                    AVERAGE       INTEREST  YIELD/RATE
                                    BALANCE        (1)(5)      (1)
                                 ------------------------------------- 
                                                   
Earning Assets:
Loans:
Held for Sale                    $       3,503   $     281     8.02%
Held for Investment (2)
 Taxable                               736,519      67,568     9.17%
 Tax-Exempt                              8,051         869    10.79% 
                                 -------------   ---------    ----- 
                                       744,570      68,437     9.19%
Reserve for Loan
 Losses                                (12,195)
                                 -------------   ---------    ----- 
 Net Total                             732,375      68,437     9.34%
Securities Available For Sale:
 Taxable                               172,079      11,228     6.52%
 Tax-Exempt                             36,171       2,464     6.81% 
                                 -------------   ---------    ----- 
 Total                                 208,250      13,692     6.57%
Investment Securities:
 Taxable                                 4,467         314     7.03%
 Tax-Exempt                             70,213       6,113     8.71% 
                                 -------------   ---------    ----- 
 Total                                  74,680       6,427     8.61%
Interest Bearing
 Deposits                                6,075         393     6.47%
Fed Funds Sold                             330          20     6.06%
                                 -------------   ---------    ----- 
 Total Earning Assets                1,025,213   $  89,250     8.71%
Other Assets                           102,466
                                 ------------- 
 Total                           $   1,127,679
                                 =============
Interest-Bearing Liabilities: 
Demand Deposits                  $     131,432       2,936     2.23%
Savings Deposits                       135,417       2,905     2.15%
Time Deposits                          461,813      24,878     5.39%
Short-term Borrowings                  149,193       8,050     5.40% 
Long-term Borrowings                    10,204         611     5.99% 
                                 -------------   ---------    ----- 
 Total Interest-bearing 
 Liabilities                           888,059      39,380     4.43%
Demand Deposits                        117,165
Other Liabilities                       13,788
Stockholders' Equity                   108,667
                                 ------------- 
 Total                           $   1,127,679
                                 =============   --------- 
Net Interest Income                              $  49,870
                                                 =========



Net Interest Rate Spread (3)                                   4.27%
                                                               ====
Net Interest Margin (4)                                        4.86%
                                                               ====

(1)  Fully Taxable Equivalent at the rate of 35%.

(2)  Non-accrual loans are included in average balances outstanding but with 
     no related interest income during the period of non-accrual. 

(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
     earning assets.

(5)  Loan interest income also includes loan fee income of $1.3 million, $1.0
     million and $0.9 million in 2002, 2001 and 2000, respectively.
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C. RATE AND VOLUME ANALYSIS OF INTEREST

Table 4

(Amounts in Thousands)
                                                 2002 Compared to 2001                      2001 Compared to 2000
                                              $ Increase/(Decrease) due to               $ Increase/(Decrease) due to
                                         --------------------------------------    --------------------------------------- 
                                            Volume         Rate        Total         Volume          Rate         Total
                                         -----------    ---------    ----------    -----------     ---------    ---------- 
                                                                                              
Interest Earned On:(1) 
 Loans                                   $     7,063    $  (6,663)   $      400    $    11,430     $   (4,361)  $    7,069 
 Investment securities available
   for sale                                    5,237       (1,455)        3,782          3,168           (497)       2,671 
 Investment securities
   held to maturity                              (82)          12           (70)        (2,642)          (367)      (3,009) 
 Interest-bearing deposits 
   with other banks                               97         (559)         (462)           670           (221)         449 
 Federal funds sold                                4           --             4            (10)           (10)         (20) 
                                         -----------    ---------    ----------    -----------     ---------    ---------- 
Total interest-earning assets                 12,319       (8,665)        3,654         12,616         (5,456)       7,160 
                                         -----------    ---------    ----------    -----------     ---------    ---------- 
Interest Paid On:
 Demand deposits                                 552         (786)         (234)           281         (1,067)        (786) 
 Savings deposits                                452         (247)          205            (78)        (1,129)      (1,207) 
 Time deposits                                 2,397       (8,887)       (6,490)         3,532           (374)       3,158 
 Short-term borrowings                           210       (1,088)         (878)         2,483           (615)       1,868 
 Long-term debt                                   (5)           1            (4)            (2)            (2)          (4) 
                                         -----------    ---------    ----------    -----------     ---------    ---------- 
Total interest-bearing liabilities             3,606      (11,007)      ( 7,401)         6,216         (3,187)       3,029 
                                         -----------    ---------    ----------    -----------     ---------    ---------- 
Change in net interest income            $     8,713    $   2,342    $   11,055    $     6,400     $   (2,269)  $    4,131 
                                         ===========    =========    ==========    ===========     ==========   ========== 

(1)  Fully taxable Equivalent using a rate of 35%.

The preceding table sets forth a summary of the changes in interest earned and
paid resulting from changes in volume of earning assets and paying liabilities
and changes in rates thereon. For purposes of this analysis, the change in
interest due to both rate and volume has been allocated to volume and rate
changes in proportion to the relationship of the absolute dollar amounts.
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II. INVESTMENT PORTFOLIO

    A. Amortized Cost of Investment Securities Held to Maturity:

Table 5



                                                                                        December 31,
(Amounts in Thousands)                                                    2002              2001             2000
                                                                      ------------      ------------     ------------ 
                                                                                                
U. S Government Agencies and Corporations                             $        336      $        743     $      2,103
States and Political Subdivisions                                           40,303            39,768           72,264
Other Securities                                                               375             1,373            1,369
                                                                      ------------      ------------     ------------ 
                                                                      $     41,014      $     41,884     $     75,736
                                                                      ============      ============     ============

    Market Value of Securities Available for Sale:

Table 6

                                                                                        December 31,
(Amounts in Thousands)                                                    2002              2001             2000
                                                                      ------------      ------------     ------------ 
                                                                                                
U. S Government Agencies and Corporations                             $    143,987      $    196,203     $    134,157
States and Political Subdivisions                                           95,706            97,449           34,648
Other Securities                                                            61,192            60,355           38,757
                                                                      ------------      ------------     ------------ 
                                                                      $    300,885      $    354,007     $    207,562
                                                                      ============      ============     ============

    B. Maturity and Yields:

The required information pertaining to the amount of investment securities, in
each investment category listed above, which are due within specified time
periods and the weighted-average yield for each of the range of maturities is 
incorporated by reference to the tables in Note 3 & 4 presented on pages 53
through 55 of the 2002 Annual Report as Exhibit 13 herein.

    C. There are no issues included in obligations of states and political
       subdivisions or other securities that exceed ten percent of stockholders'
       equity.

III. LOAN PORTFOLIO

   A. Loan Summary:

Table 7

                                                                   Domestic Loans
                                                                    December 31,
                                    ---------------------------------------------------------------------------- 
(Amounts in Thousands)                  2002            2001            2000            1999            1998
                                    ------------    ------------    ------------    ------------    ------------ 
                                                                                     
Commercial, Financial and
 Agricultural                       $     74,186    $     96,641    $     86,887    $     92,739    $     77,233
Real Estate-Commercial                   285,847         259,717         222,571         208,228         170,683 
Real Estate-Construction                  72,275          77,402          73,087          24,684           8,988 
Real Estate-Residential                  364,087         332,671         293,732         251,332         228,540 
Consumer                                 131,385         138,426         135,692         128,541         127,169
Other                                        726             961             649              62             894
                                    ------------    ------------    ------------    ------------    ------------ 
   Total                                 928,506         905,818         812,618         705,586         613,507
Less Unearned Income                         885           1,322           1,362           1,490           2,014
                                    ------------    ------------    ------------    ------------    ------------ 
                                         927,621         904,496         811,256         704,096         611,493
Less Reserve for Loan Losses              14,410          13,952          12,303          11,900          11,404
                                    ------------    ------------    ------------    ------------    ------------ 
   Net Loans                        $    913,211    $    890,544    $    798,953    $    692,196    $    600,089
                                    ============    ============    ============    ============    ============

The Company maintained no Foreign Loans in the periods presented.
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B. Maturities and Rate Sensitivity of Loan Portfolio at December 31, 2002:

Table 8

(Amounts in Thousands)                                         Remaining Maturities
                                                   ------------------------------------------- 
                                                                     Over One
                                                     One Year           to          Over Five
                                                     and Less       Five Years        Years           Total         Percent 
                                                   ------------     ----------     -----------     ------------     ------- 
                                                                                                     
Commercial, Financial and
  Agricultural                                     $     38,115     $   24,192     $    11,879     $     74,186        8.00% 

Real Estate-Commercial                                   83,677        110,033          92,137          285,847       30.82% 

Real Estate-Construction                                 33,804         23,978          14,493           72,275        7.79% 

Real Estate-Mortgage                                     41,330        145,079         177,656          364,065       39.25% 

Consumer                                                 20,396         99,254          10,872          130,522       14.07% 

Other                                                       149            409             168              726        0.08% 
                                                   ------------     ----------     -----------     ------------      ------ 
                                                   $    217,471     $  402,945     $   307,205     $    927,621      100.00% 
                                                   ============     ==========     ===========     ============      ====== 
Rate Sensitivity:
Pre-determined Rate                                $     50,649     $  322,553     $   291,191     $    664,393       71.62% 
Floating or Adjustable Rate                             166,822         80,392          16,014          263,228       28.38% 
                                                   ------------     ----------     -----------     ------------      ------ 
                                                   $    217,471     $  402,945     $   307,205     $    927,621      100.00% 
                                                   ============     ==========     ===========     ============      ====== 
                                                          23.44%         43.44%          33.12%          100.00%

C. Risk Elements: The required information for risk elements involving the
aggregate amounts of and related information on non-performing loans and 
performing loans considered by management to be impaired is included below and
incorporated by reference to pages 29, 30, 57 and 58 of the 2002 Annual Report.

Nonperforming Loans:

Table 9

                                                                                   December 31,
(Amounts in Thousands)                                 2002            2001           2000             1999           1998 
                                                   ------------     ----------     -----------     ------------     ------- 
                                                                                                     
Non-accruing Loans                                 $      3,075     $    3,633     $     5,397     $      7,889     $ 7,763 
Loans Past Due Over 90 Days                                  91          1,351           1,208            1,259         377 
Restructured Loans Performing
  in Accordance with Modified Terms                         345            518             502              505         509 
Gross Interest Income Which
  Would Have Been Recorded
  Under Original Terms of
  Non-Accruing and Restructured Loans                       222            291             409              436 
Actual Interest Income During
  the Period                                                108             97             105               78

Potential Problem Loans: In addition to loans which are classified as
non-performing and impaired, the company closely monitors certain loans which 
could develop into problem loans. These potential problem loans present
characteristics of weakness or concentrations of credit to one borrower. Among
these loans at December 31, 2002 were two loans to separate borrowers which
warrant close monitoring. The first of these is a $12.8 million loan to a
borrower within the hospitality industry. The loan represents the retained
portion of a $16 million total loan shared with a participating bank. As with
other hospitality industry firms, the borrower has experienced reduced cash flow
associated with declines in the level of hotel occupancy. The loan is secured by
real estate improved with a national franchise hotel and parking building in a
major southeast city. The loan is further secured by the guarantee of the
principals of the borrowing entity. This loan, which was originated in 1999,
performed according to terms until it displayed delinquency in February and



March 2003 and was subsequently brought current. The loan remains current as to
principal and interest at the date of this report. The loan has not been
converted to non-accrual status based upon its secured position, historical 
performance and strength of guarantors. This loan does, however, represent one
of the Company's largest credits and is within an industry which has suffered
from declining performance in 2001 and 2002.

The second loan of $2 million was for land development in eastern Virginia. The
borrower has been in the process of negotiating a sale of the raw land to other
developers. The company has renewed this loan as the borrower has been unable to
consummate a sale to date. The borrower has recently entered into a letter of
intent with a new prospective buyer and is continuing to pursue the sale;
however, this transaction may be delayed or may not be consummated. The borrower
is also indebted to the company on another $6.0 million loan which is secured by
land improved with an 18-hole golf course and surrounding developable acreage in 
northern Virginia. This loan continues to perform in accordance with loan terms.

There were no specific allocations of the allowance for loan losses for any of
the foregoing potential problem loans as of December 31, 2002.

Foreign Outstandings: The Company had no foreign loans outstanding at December
31, 2002.

Loan Concentrations: The Company had no concentrations of loans representing 10%
or more of outstanding loans at December 31, 2002.
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IV. SUMMARY OF LOAN LOSS EXPERIENCE

    A. 1. Summary of Loan Loss Experience:

Table 10

                                                                             Years Ended December 31,
                                                   ------------------------------------------------------------------------ 
(Amounts in Thousands, Except Percent Data)            2002            2001           2000             1999           1998 
                                                   -----------      ----------     -----------     ------------     ------- 
                                                                                                     
Balance of reserve at beginning of period          $    13,952      $   12,303     $    11,900     $     11,404     $11,406 
Acquisition balances                                       395             484           1,051
Charge-offs: 
    Commercial, financial and agricultural               2,162           1,979           2,911              562       3,602 
    Real estate-residential                                464             720             629              268         367 
    Installment                                          2,243           2,181           1,996            2,178       3,019 
                                                   -----------      ----------     -----------     ------------     ------- 
      Total Charge-offs                                  4,869           4,880           5,536            3,008       6,988 
                                                   -----------      ----------     -----------     ------------     ------- 
Recoveries:
    Commercial, financial and agricultural                 167             155             267               74         190 
    Real estate-residential                                129             298              82               60          31 
    Installment                                            428             458             553              477         515 
                                                   -----------      ----------     -----------     ------------     ------- 
      Total Charge-offs                                    724             911             902              611         736 
                                                   -----------      ----------     -----------     ------------     ------- 
Net charge-offs                                          4,145           3,969           4,634            2,397       6,252 
Provision charged to operations                          4,208           5,134           3,986            2,893       6,250 
                                                   -----------      ----------     -----------     ------------     ------- 
Balance of reserve at end of period                $    14,410      $   13,952     $    12,303     $     11,900     $11,404 
                                                   ===========      ==========     ===========     ============     ======= 
Ratio of net charge-offs to average loans 
    outstanding                                           0.45%           0.47%           0.62%            0.38%       0.97% 

Ratio of reserve to total loans outstanding               1.55%           1.54%           1.52%            1.70%       1.86% 

A. 2. The required information describing the factors which influenced
management's judgment in determining the allowance for loan losses is
incorporated by reference to pages 28 through 30, 57 and 58 of the 2002 Annual
Report in Exhibit 13 hereof.

B. Allocation of Reserve for Loan Losses:



Table 11

(Amounts in Thousands, Except Percent Data)
                              -------------------------------------------------------------------------------------------- 
                                    2002               2001               2000                1999               1998
                              ----------------    ---------------    ---------------    ---------------    --------------- 
                                                                                      
Commercial, Financial
  and Agricultural            $ 8,905    47.00%   $ 8,399   47.00%   $ 6,798   38.00%   $ 4,919   43.00%   $ 4,054   40.00% 

Real Estate-Mortgage            1,684    39.00%     3,543   38.00%     3,289   46.00%     2,578   39.00%     2,297   39.00% 

Consumer                        3,821    14.00%     2,010   15.00%     1,861   16.00%     1,413   18.00%     1,378   21.00% 

Unallocated                        --     0.00%        --    0.00%       355    0.00%     2,990    0.00%     3,675    0.00% 
                              -------   ------    -------  ------    -------  ------    -------  ------    -------  ------ 
  Total                       $14,410   100.00%   $13,952  100.00%   $12,303  100.00%   $11,900  100.00%   $11,404  100.00% 
                              =======   ======    =======  ======    =======  ======    =======  ======    =======  ====== 

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

     A. The required information for average deposits and rates paid by type is
included on page 12 of this report and on page 31 in Exhibit 13 hereof.

     B. Not applicable.

     C. Not applicable.

     D. The required information for time deposits, including certificates of
        deposit, of $100,000 or more is incorporated by reference to page 59 of
        the 2002 Annual Report in Exhibit 13 hereof.

     E. Not applicable.

VI.      RETURN ON EQUITY AND ASSETS

     A. The required information showing return on equity and assets and other
relevant financial ratios is incorporated by reference to page 15 of the 2002
Annual Report in Exhibit 13 hereof.

VII.     SHORT-TERM BORROWINGS 

     A. Securities Sold Under Agreements to Repurchase and Other Short-Term 
Borrowings:

The Company uses various short-term funding sources including term repurchase 
agreements, structured term borrowings from the FHLB, customer repurchase
agreements and Federal funds purchased. The Company's short-term borrowings and 
rates paid are summarized as follows (Amounts in Thousands, Except Percent
Data):

Table 12

                                         2002                     2001                        2000
                                 -------------------      ---------------------      ---------------------- 
                                     Amount     Rate          Amount       Rate          Amount        Rate
                                 -------------------      ---------------------      ---------------------- 
                                                                                     
At year-end                      $   206,183    4.38%     $   240,918      5.78%     $   174,016       5.52% 
Average during the year              209,154    4.32%         191,660      5.17%         149,193       5.40%
Maximum month-end balance            228,976                  240,918                    182,187 

    B. Advances from the FHLB

Further information pertaining to short-term borrowings from the FHLB is 
incorporated by reference to pages 31, 32 and 58 through 59 of the 2002 Annual
Report included in Exhibit 13 hereto.



ITEM 2.           PROPERTIES

The principal offices of the Corporation and FCBNA are located at One Community
Place, Bluefield, Virginia, where the Company owns and occupies approximately
36,000 square feet of office space. Additional details regarding the physical
location and number of banking offices is located on pages 78 in the 2002 Annual
Report and incorporated herein by reference. The Corporation's banking
subsidiary owns in fee 36 offices while others are leased or are located on
leased land. United First Mortgage, Inc., a wholly-owned subsidiary of FCBNA, 
maintains 11 leased office facilities in Virginia with a geographic area ranging
from Virginia Beach, Virginia to Harrisonburg, Virginia.

ITEM 3.           LEGAL PROCEEDINGS

In the normal course of business, the Company is a defendant in various legal
actions and asserted claims most of which involve lending and collection
activities. While the Company and legal counsel are unable to assess the
ultimate outcome of each of these matters with certainty, they are of the belief
that the resolution of these actions should not have a material adverse affect
on the
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financial position of the Company.

The Company reports the favorable outcome of litigation last reported in its
report on Form 10-Q for the period ended September 30, 2002 styled "Ann Tierney 
Smith, as Executrix of the Estate of Katherine B. Tierney, Ann Barclay Smith and
Laurence E. Tierney Smith vs. FCFT, Inc., et al, Civil Action No. 97-CV-408-K". 
This litigation ended on December 9, 2002, when the West Virginia Court of
Appeals affirmed the trial court's directed verdict as originally rendered in
favor of the Company.

ITEM 4.           SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the fourth
quarter of 2002.

PART II.

ITEM 5.           MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED MATTERS

The number of common stockholders of record on December 31, 2002 was 3,358 and
outstanding shares totaled 9,888,482. The required information is incorporated
by reference to page 16 and 17 of the 2002 Annual Report included in Exhibit 13
hereto.

ITEM 6.           SELECTED FINANCIAL DATA

The required information is incorporated by reference to page 15 of the 2002
Annual Report included in Exhibit 13 hereto.

ITEM 7.           MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
                  AND RESULTS OF OPERATIONS

The required information is incorporated by reference to pages 6 through 39 of
the 2002 Annual Report included in Exhibit 13 hereto.

ITEM 7A.          QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The required information is incorporated by reference to pages 34 through 36 of
the 2002 Annual Report included in Exhibit 13 hereto.

ITEM 8.           FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The required information is incorporated by reference to pages 40 through 75 of
the 2002 Annual Report included in Exhibit 13 hereto.

ITEM 9.           CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING
                  AND FINANCIAL DISCLOSURE

Not applicable.

PART III



ITEM 10.          DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The required information concerning directors has been omitted in accordance
with General Instruction G. Such information regarding directors appears on
pages 3, 4, 5, and 6 of the Proxy Statement relating to the 2003 Annual Meeting
of Stockholders and is incorporated herein by reference.

A portion of the information relating to executive officers has been omitted in
accordance with General Instruction G. Such information regarding executive
officers appears on pages 7, 8, 10 and 11 of the Proxy Statement relating to the
2003 Annual Meeting of Stockholders and is incorporated herein by reference.
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ITEM 11.          EXECUTIVE COMPENSATION

The required information concerning management remuneration has been omitted in
accordance with General Instruction G. Such information appearing on pages 9, 10
and 12 through 15 of the Proxy Statement relating to the 2003 Annual Meeting of
Stockholders is incorporated herein by reference.

ITEM 12.          SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
                  AND RELATED STOCKHOLDER MATTERS

The required information concerning security ownership of certain beneficial
owners and management has been omitted in accordance with General Instruction G.
Such information appearing on pages 7 through 9 of the Proxy Statement relating
to the 2003 Annual Meeting of Stockholders is incorporated herein by reference.

The following table presents information for all equity compensation plans with
individual compensation arrangements (whether with employees or non-employees 
such as directors), in effect as of December 31, 2002.

Table 13

                                                         NUMBER OF                                          NUMBER OF SECURITIES 
                                                     SECURITIES TO BE                                        REMAINING AVAILABLE 
                                                        ISSUED UPON                WEIGHTED-AVERAGE          FOR FUTURE ISSUANCE 
                                                        EXERCISE OF               EXERCISE PRICE OF             UNDER EQUITY 
                                                        OUTSTANDING                  OUTSTANDING             COMPENSATION PLANS 
            PLAN CATEGORY                            OPTIONS, WARRANTS            OPTIONS, WARRANTS        (EXCLUDING SECURITIES 
          ----------------                               AND RIGHTS                   AND RIGHTS          REFLECTED IN COLUMN (a)) 
                                                           (a)                          (b)                          (c)
                                                     -----------------            -----------------       ------------------------ 
                                                                                                 
Equity compensation plans approved by
   security holders                                            -                     $          -                         - 
Equity compensation plans not approved by
   security holders                                       265,153                    $      21.18                   130,849 
                                                          -------                                                   ------- 
     Total                                                265,153                                                   130,849 
                                                          =======                                                   ======= 

ITEM 13.          CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The required information concerning certain relationships and related
transactions has been omitted in accordance with General Instruction G. Such
information appearing on pages 7 of the Proxy Statement relating to the 2003
Annual Meeting of Stockholders is incorporated herein by reference.

ITEM 14.          CONTROLS AND PROCEDURES

Within the 90 days prior to the date of this report, the Company carried out an
evaluation, under the supervision and with the participation of the Company's
management, including the Company's President and Chief Executive Officer along
with the Company's Chief Financial Officer, of the effectiveness of the design
and operation of the Company's disclosure controls and procedures pursuant to
the Securities Exchange Act of 1934 ("Exchange Act") Rule 13a-14. Based upon 
that evaluation, the Company's President and Chief Executive Officer along with
the Company's Chief Financial Officer concluded that the Company's disclosure
controls and procedures are effective in timely alerting them to material
information relating to the Company (including its consolidated subsidiaries)
required to be included in the Company's periodic Securities and Exchange



Commission ("SEC") filings. There have been no significant changes in the
Company's internal controls or in other factors which could significantly affect
these controls subsequent to the date the Company carried out its evaluation.

Disclosure controls and procedures are Company controls and other procedures
that are designed to ensure that information required to be disclosed by the
Company in the reports that it files or submits under the Exchange Act is
recorded, processed, summarized and reported within the time periods specified
in the SEC's rules and forms. Disclosure controls and procedures include,
without limitation, controls and procedures designed to ensure that information
required to be disclosed by the Company in the reports that it files under the
Exchange Act is accumulated and communicated to the Company's management,
including its President and Chief
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Executive Officer and Chief Financial Officer, as appropriate, to allow timely
decisions regarding required disclosure.

PART IV

ITEM 15.          EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM
                  8-K 

(a)(1)   Financial Statements

         The Consolidated Financial Statements of First Community Bancshares,
         Inc. and subsidiaries together with the independent Auditors' Report
         dated January 27, 2003 are incorporated by reference to pages 40
         through 75 of the 2002 Annual Report included herein as Exhibit 13.

   (2)   Financial Statement Schedules

         All applicable financial statement schedules required by Regulation S-X 
         are included in the Notes to the 2002 Consolidated Financial Statements
         and are incorporated by reference to pages 46 through 73 of the 2002
         Annual Report included herein as Exhibit 13.

(b) Reports on Form 8-K filed during the last quarter of the period covered by 
this report were as follows:

           On October 16, 2002 a report on Form 8-K was filed in conjunction 
           with announcement of the Company's third quarter operating results.

           On November 14, 2002 a report on Form 8-K was filed containing 
           Officer Certifications required pursuant to Section 906 of the
           Sarbanes-Oxley Act of 2002. 

(c) Exhibits

Table 14

---------------------------------------------------------------------------------------------------------------- 
EXHIBIT NO.                                                 EXHIBIT
---------------------------------------------------------------------------------------------------------------- 
             
    2.1         Agreement and Plan of Merger, dated as of January 27, 2003, and amended as of February 25, 2003,
                among First Community Bancshares, Inc., First Community Bank, National Association, and The
                CommonWealth Bank. (1)
---------------------------------------------------------------------------------------------------------------- 
    3(i)        Articles of Incorporation of First Community Bancshares, Inc., as amended. (2)
---------------------------------------------------------------------------------------------------------------- 
    3(ii)       Bylaws of First Community Bancshares, Inc., as amended. (2)
---------------------------------------------------------------------------------------------------------------- 
    4.1         Specimen stock certificate of First Community Bancshares, Inc.
---------------------------------------------------------------------------------------------------------------- 
    10.1        First Community Bancshares, Inc. 1999 Stock Option Plan. (2)(3)
---------------------------------------------------------------------------------------------------------------- 
    10.2        First Community Bancshares, Inc. 2001 Non-Qualified Directors Stock Option Plan. (4) 
---------------------------------------------------------------------------------------------------------------- 
    10.3        Employment Agreement dated January 1, 2000 and amended October 17, 2000, between First
                Community Bancshares, Inc. and John M. Mendez. (2)(5)
---------------------------------------------------------------------------------------------------------------- 



    10.4        First Community Bancshares, Inc. 2000 Executive Retention Plan. (3)
---------------------------------------------------------------------------------------------------------------- 
    10.5        First Community Bancshares, Inc. Split Dollar Plan and Agreement. (3)
---------------------------------------------------------------------------------------------------------------- 
    10.6        First Community Bancshares, Inc. 2001 Directors Supplemental Retirement Plan. (2)
---------------------------------------------------------------------------------------------------------------- 
    10.7        First Community Bancshares, Inc. Wrap Plan.
---------------------------------------------------------------------------------------------------------------- 
    11          Statement regarding computation of earnings per share (6)
---------------------------------------------------------------------------------------------------------------- 
    12.1        Computation of Ratios.
---------------------------------------------------------------------------------------------------------------- 
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Table 15

---------------------------------------------------------------------------------------------------------------- 
    13.0        Annual Report.
---------------------------------------------------------------------------------------------------------------- 
    21.0        Subsidiaries of the Registrant:
                First Community Bank, National Association.
---------------------------------------------------------------------------------------------------------------- 
    23.1        Consent of Independent Accountants.
---------------------------------------------------------------------------------------------------------------- 

------------------ 
(1)      Incorporated by reference to the corresponding exhibit previously filed
         as an exhibit to the Form 8-K filed with the Commission on January 28, 
         2003 and February 26, 2003.

(2)      Incorporated by reference from the Quarterly Report on Form 10-Q for 
         the period ended June 30, 2002 filed on August 14, 2002.

(3)      Incorporated by reference from the Annual Report on Form 10-K for the 
         period ended December 31, 1999 filed on April 13, 2000.

(4)      The options agreements entered into pursuant to the 1999 Stock Option
         Plan and the 2001 Non-Qualified Directors Stock Option Plan are 
         incorporated by reference from the Quarterly Report on Form 10-Q for 
         the period ended June 30, 2002 filed on August 14, 2002.

(5)      First Community Bancshares, Inc. has entered into substantially
         identical agreements with Messrs. Buzzo and Lilly, with the only
         differences being with respect to titles, salary and the use of a
         vehicle.

(6)      Incorporated by reference from footnote 1 of the Annual Report to
         Stockholders included herein as Exhibit 13.
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   SIGNATURES

Pursuant to the requirements 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 authorized.

                                   BY: /s/ John M. Mendez
                                       ----------------------------------- 
                                       President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report
has been signed below by the following persons on behalf of the Registrant and
in the capacities and on the dates indicated.

                                   BY: /s/ Robert L. Schumacher
                                       ------------------------------------ 
                                   Principal Accounting Officer

Table 16



              Signature                                 Title                             Date
                                                                                 
/s/ Allen T. Hamner                         Director                                   03/21/2003
------------------------------------- 
(Allen T. Hamner)

/s/ B. W. Harvey                            Director                                   03/21/2003
------------------------------------- 
(B.W. Harvey)

/s/ I. Norris Kantor                        Director                                   03/21/2003
------------------------------------- 
(I. Norris Kantor)

/s/ John M. Mendez                          President, Chief Executive                 03/21/2003
-------------------------------------       Officer and Director (Principal 
(John M. Mendez)                            Executive Officer)

/s/ A. A. Modena                            Director                                   03/21/2003
------------------------------------- 
(A. A. Modena)

/s/ Robert E. Perkinson, Jr.                Director                                   03/21/2003
------------------------------------- 
(Robert E. Perkinson, Jr.)

/s/ William P. Stafford                     Chairman of the Board of Directors         03/21/2003
------------------------------------- 
(William P. Stafford)

/s/ William P. Stafford, II                 Director                                   03/21/2003
------------------------------------- 
(William P. Stafford, II)

/s/ W. W. Tinder, Jr.                       Director                                   03/21/2003
------------------------------------- 
(W. W. Tinder, Jr.)
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CERTIFICATIONS

I, John M. Mendez, certify that:

1.       I have reviewed this annual report on Form 10-K of First Community 
Bancshares, Inc.;

2.       Based on my knowledge, this annual report does not contain any untrue
statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this annual
report;

3.       Based on my knowledge, the financial statements, and other financial
information included in this annual report, fairly present in all material
respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this annual report;

4.       The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have: 

         (a)      Designed such disclosure controls and procedures to ensure
         that material information relating to the registrant, including its
         consolidated subsidiaries, is made known to us by others within those
         entities, particularly during the period in which this annual report is
         being prepared;

         (b)      Evaluated the effectiveness of the registrant 's disclosure
         controls and procedures as of a date within 90 days prior to the filing
         date of this annual report (the "Evaluation Date"); and

         (c)      Presented in this annual report our conclusions about the
         effectiveness of the disclosure controls and procedures based on our



         evaluation as of the Evaluation Date;

5.       The registrant's other certifying officers and I have disclosed, based
on our most recent evaluation, to the registrant's auditors and to the audit
committee of the registrant's board of directors (or persons performing the
equivalent function):

         (a)      All significant deficiencies in the design or operation of
         internal controls which could adversely affect the registrant's ability
         to record, process, summarize and report financial data and have
         identified for the registrant's auditors any material weaknesses in
         internal controls;

         (b)      Any fraud, whether or not material, that involves management
         or other employees who have a significant role in the registrant's
         internal controls; and

6.       The registrant's other certifying officers and I have indicated in this
annual report whether or not there were significant changes in internal controls
or in other factors that could significantly affect internal controls subsequent
to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

Date: March 21, 2003
                                          /s/ John M. Mendez
                                          ------------------ 
                                          President and Chief Executive Officer
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I, Robert L. Schumacher, certify that:

1.       I have reviewed this annual report on Form 10-K of First Community 
Bancshares, Inc.;

2.       Based on my knowledge, this annual report does not contain any untrue
statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements
were made, not misleading with respect to the period covered by this annual
report;

3.       Based on my knowledge, the financial statements, and other financial
information included in this annual report, fairly present in all material
respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this annual report;

4.       The registrant's other certifying officers and I are responsible for
establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have: 

         (a)      Designed such disclosure controls and procedures to ensure
         that material information relating to the registrant, including its
         consolidated subsidiaries, is made known to us by others within those
         entities, particularly during the period in which this annual report is
         being prepared;

         (b)      Evaluated the effectiveness of the registrant's disclosure
         controls and procedures as of a date within 90 days prior to the filing
         date of this annual report (the "Evaluation Date"); and

         (c)      Presented in this annual report our conclusions about the
         effectiveness of the disclosure controls and procedures based on our
         evaluation as of the Evaluation Date;

5.       The registrant's other certifying officers and I have disclosed, based
on our most recent evaluation, to the registrant's auditors and to the audit
committee of the registrant's board of directors (or persons performing the
equivalent function):

         (a)      All significant deficiencies in the design or operation of
         internal controls which could adversely affect the registrant's ability
         to record, process, summarize and report financial data and have
         identified for the registrant's auditors any material weaknesses in
         internal controls;



         (b)      Any fraud, whether or not material, that involves management
         or other employees who have a significant role in the registrant's
         internal controls; and

6.       The registrant's other certifying officers and I have indicated in this
annual report whether or not there were significant changes in internal controls
or in other factors that could significantly affect internal controls subsequent
to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

Date: March 21, 2003

                                          /s/ Robert L. Schumacher
                                          ------------------------ 
                                          Chief Financial Officer
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                                                                     EXHIBIT 4.1

                        FIRST COMMUNITY BANCSHARES, INC.

               INCORPORATED UNDER THE LAWS OF THE STATE OF NEVADA

Table 1

           COMMON STOCK                                                                                    COMMON STOCK
                                                                                             
CERTIFICATE NUMBER_______                                                                                 ________SHARES
(SEE REVERSE SIDE FOR DEFINITION                                                                THIS CERTIFICATE IS TRANSFERABLE 
   OF CERTAIN ABBREVIATIONS                                                                   AT THE OFFICES OF THE TRANSFER AGENT 
IF USED IN THE INSCRIPTION HEREON)
                                                                                                  CUSIP ________________________ 

         THIS CERTIFIES THAT____________________________________________________

_______________________________________________________________________________,

IS THE OWNER OF                          [INSERT NUMBER] - 
               _________________________________________________________________

 FULLY PAID AND NON-ASSESSABLE COMMON SHARES OF THE PAR VALUE OF $1.00 PER SHARE 
                                       OF

                        FIRST COMMUNITY BANCSHARES, INC.

transferable on the books of the corporation by the holder hereof in person or
by duly authorized attorney upon surrender of this certificate properly
endorsed. This certificate, and the shares represented hereby are issued under
and shall be subject to all the provisions of the Certificate of Incorporation
of the corporation and all amendments thereto.

         This certificate is not valid unless countersigned and registered by
         the Transfer Agent and Registrar. WITNESS the facsimile seal of the
         corporation and the signatures of its duly authorized officers.

                                                             Dated:

         John M. Mendez, President                    Robert L. Buzzo, Secretary
         -------------------------                    -------------------------- 
           Authorized Signature                          Authorized Signature
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         A FULL STATEMENT OF THE DESIGNATIONS, PREFERENCES, AND RELATIVE
PARTICIPATING, OPTIONAL OR OTHER SPECIAL RIGHTS OF EACH CLASS OF STOCK OF THE
CORPORATION OR SERIES THEREOF AND THE QUALIFICATIONS, LIMITATIONS OR
RESTRICTIONS OF SUCH PREFERENCES AND/OR RIGHTS WILL BE FURNISHED BY THE
CORPORATION, WITHOUT CHARGE, TO EACH STOCKHOLDER WHO SO REQUESTS, UPON
APPLICATION TO THE TRANSFER AGENT, OR TO THE SECRETARY OF THE CORPORATION.

         KEEP THIS CERTIFICATE IN A SAFE PLACE. IF IT IS LOST, STOLEN OR
DESTROYED THE CORPORATION WILL REQUIRE A BOND OF INDEMNITY AS A CONDITION TO THE
ISSUANCE OF A REPLACEMENT CERTIFICATE.

         The following abbreviations, when used in the inscription on the face
of this certificate, shall be construed as though they were written out in full
according to applicable laws or regulations:

Table 2

TEN COM  - as tenants in common                    UNIF GIFT MIN ACT _____Custodian ______ 
TEN ENT  - as tenants by the entireties                                 (Cust)         (Minor) 
JT TEN   - as joint tenants with right of          under Uniform Gifts to Minors 
           survivorship and not as tenants         Act____________________________________
           in common                                              (State)

     Additional abbreviations may also be used though not in the above list.

FOR VALUE RECEIVED, __________________________________________HEREBY SELL,
ASSIGN AND TRANSFER UNTO

PLEASE INSERT SOCIAL SECURITY OR OTHER
IDENTIFYING NUMBER OF ASSIGNEE

[__________________] ___________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

________________________________________________________________________________

___________________________________________________________________OF THE SHARES
REPRESENTED BY THIS CERTIFICATE AND DO HEREBY IRREVOCABLY CONSTITUTE AND APPOINT

________________________________________________________________________ATTORNEY
TO TRANSFER THE SHARES ON THE BOOKS OF THE CORPORATION.

DATED ________________________________
                                             ___________________________________
________________
                                             ___________________________________

________________                 NOTICE THE SIGNATURE OF THIS ASSIGNMENT MUST BE
                                 EXACTLY THE SAME AS THE NAME AS WRITTEN UPON
-------------------------------------------------------------------------------- 
                                                    THE FACE OF THIS CERTIFICATE

                                                                    EXHIBIT 10.2

                        FIRST COMMUNITY BANCSHARES, INC.
                        2001 DIRECTORS STOCK OPTION PLAN

                                    ARTICLE I

                                     PURPOSE

         The purpose of this 2001 Directors Stock Option Plan (the "Plan") is to

Section 3: EX-10.2 (EXHIBIT 10.2) 



     encourage and facilitate investment in the common stock of First Community
     Bancshares, Inc. (the "Corporation") by nonemployee directors of the
     Corporation, whose efforts are expected to contribute to its future growth
     and continued success.

                                   ARTICLE II

                                   ELIGIBILITY

         The individuals who shall be participants in the Plan shall be all
     current members of the Board of Directors of the Corporation (the "Board")
     who are not employees of the Corporation or its affiliates.

                                   ARTICLE III

                                 ADMINISTRATION

         3.1      BOARD OF DIRECTORS. The Plan shall be administered by the
Board.

         3.2      POWERS. Within the limits of the express provisions of the
Plan, the Board shall determine: (a) the form and amount of the awards; and (b)
any additional limitations, restrictions and conditions applicable to any such
award and not set forth in the Plan. In making such determinations, the Board
may take into account such factors as the Board in its discretion shall deem
relevant.

         3.3      INTERPRETATIONS. Subject to the express provisions hereof, the
Board may interpret the Plan, prescribe, amend and rescind rules and regulations
relating to it, and make all other determinations it deems necessary or
advisable for the administration of the Plan.

         3.4      BOARD DETERMINATIONS CONCLUSIVE. The determinations of the
Board on all matters regarding the Plan shall be conclusive. A member of the
Board shall only be liable for any action taken or determination made in bad
faith. No director shall participate in any decision affecting his or her
interest in the Plan unless the decision affects all participants equally.

                                   ARTICLE IV

                                AWARD OF OPTIONS

         4.1      FORM. Awards under the Plan will be granted in the form of
Nonstatutory Stock Options ("Options") as described under Section 83 of the
Internal Revenue Code of 1986, as amended (the "Code"). Each outstanding Option
shall be in the form of the stock option agreement attached hereto as Exhibit A
(the "Agreement"). Exhibit B attached hereto sets forth the Options granted
contemporaneously with the adoption of this Plan.

         4.2      MAXIMUM LIMITATIONS. The aggregate number of shares of common
stock available for the granting of Options under the Plan shall be 90,000
shares, subject to adjustment pursuant to Article VIII. Shares of common stock
issued pursuant to the Plan may be either authorized but unissued shares or
shares now or hereafter held
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by the Corporation as treasury stock. In the event that, prior to the end of the
period during which Options may be granted hereunder, any Option under the Plan
expires unexercised or is terminated, surrendered or cancelled without being
exercised in whole or in part, for any reason, the number of shares theretofore
subject to such Option or the unexercised, terminated, forfeited or unearned
portion thereof, shall be added to the remaining number of shares of common
stock available for grant as an Option hereunder.

                                    ARTICLE V

                                  OPTION TERMS

         The Options granted under the Plan shall be in such form and upon such
terms and conditions as the Board shall from time to time determine, subject to
the following limitations:

         (a)      EXERCISE PRICE. The exercise price of each Option shall be 100
                  percent of the fair market value of the common stock subject



                  to such Option on the date of grant (the "Date of Grant").

         (b)      VESTING. All Options shall be vested and exercisable in
                  accordance with the applicable Agreement.

         (C)      TERM OF OPTIONS. Notwithstanding any other provision hereof,
                  no Option may be exercised after the tenth anniversary of the
                  Date of Grant; and any such unexercised Option shall lapse.
                  Vested Options granted pursuant to the Plan shall be
                  exercisable for a period of two years after the date of the
                  grantee's retirement (provided that retirement occurs at or
                  after age 70), or disability (as determined by the Board) or
                  within one year after the grantee's death, whichever first
                  occurs. If service as a director ceases other than by
                  retirement at or after age 70, disability or death, vested
                  options must be exercised within one year after the effective
                  date of cessation. Any option not exercised within such period
                  shall be deemed canceled.

         (d)      EXECUTION OF AGREEMENT. The Board shall, as a condition to the
                  grant of an Option pursuant to the Plan, require each
                  recipient of such Option to enter into an Agreement within 60
                  days after the Date of Grant thereof.

                                   ARTICLE VI

                    GENERAL PROVISIONS APPLICABLE TO OPTIONS

         6.1      TERMS AND CONDITIONS. Options shall be subject to such terms
and conditions as the Board shall determine; provided that such determinations
are not inconsistent with the provisions of this Plan.

         6.2      MANNER OF EXERCISE OF OPTIONS AND PAYMENTS FOR COMMON STOCK.
Options may be exercised by an optionee, by the legatee or legatees of such
Option under the optionee's last will and testament, or by his or her executors,
personal representatives or distributees, by giving written notice to the
Secretary of the Corporation stating the number of shares of common stock with
respect to which the Option is being exercised and tendering payment in full
therefore. Payment shall be made in cash or by certified check or, if the Board
in its discretion agrees, in shares of common stock of the Corporation (the
number of such shares being determined by dividing the total exercise price by
the current fair market value per share of the common stock on the date of
exercise) or such other means of payment as may be agreed to by the Board and
optionee to the extent such payment method is not otherwise inconsistent with
the applicable provisions of law governing nonstatutory stock options at the
time of exercise. As soon as reasonably possible following such exercise, a
certificate representing the shares of common stock purchased, registered in the
name of the optionee, shall be delivered to the optionee.

                                   ARTICLE VII

                            TRANSFERABILITY OF OPTION

         No Option may be transferred, assigned, pledged or hypothecated
(whether by operation of law or otherwise),
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except as provided by will or the applicable laws of descent or distribution;
and no Option shall be subject to execution, attachment or similar process. Any
attempted assignment, transfer, pledge, hypothecation or other disposition of an
Option, or levy of attachment or similar process upon an Option not specifically
permitted herein shall be null and void and without effect.

                                  ARTICLE VIII

                   ADJUSTMENTS TO OPTIONS AND RESERVED SHARES

         The aggregate number of shares of common stock with respect to which
Options may be granted, the aggregate number of shares of common stock subject
to each outstanding Option, and the option price per share of each such Option,
shall all be appropriately adjusted as a result of any increase or decrease in
the number of shares of issued common stock resulting from a subdivision or
consolidation of shares, whether through reorganization, recapitalization, stock



split-up, stock distribution or combination of shares, or the payment of a 
dividend in common stock of the Corporation, or any other increase or decrease
in the number of such shares outstanding effected without receipt of
consideration by the Corporation.

                                   ARTICLE IX

                           CHANGE OF CONTROL, MERGER,
                          CONSOLIDATION AND DISSOLUTION

         In the event of a change of control, or upon the dissolution or
liquidation of the Corporation, each Option shall continue to vest and shall be
exercisable in accordance with the terms of the original grant, provided that
Options held by any participant who remains a director of the Corporation or its
successor during the 90-day period following a change of control and thereafter 
resigns shall continue to be deemed granted and vest as if the Optionee
continued to be a director. Such person, if living, shall be entitled to
exercise such options within two years after the earlier of cessation of service
or attainment of age 70 (provided that there shall be no age limitation for
persons serving as directors of the Corporation on December 31, 1990), or within
one year after such person's death, whichever first occurs. The Corporation
shall require in connection with any change of control that any successor agree
to honor all outstanding but unexercised Options in accordance with the terms
thereof, modified in accordance with the exchange ratio of the change of control
transaction to provide for the appropriate number of shares of any successor
corporation.

For purposes of this Plan, the term "change in control" shall mean the purchase
or other acquisition by any person, entity or group of persons, within the
meaning of Section 13(d)(3) of the Securities Exchange Act of 1934 (the "Act"),
or any comparable successor provision, of beneficial ownership within the
meaning of Rule 13(d)(3) promulgated under the Act, within any 12-month period, 
of 30 percent or more of the outstanding shares of common stock of the
Corporation; or the approval by the stockholders of the Corporation of a
reorganization, merger, consolidation, share exchange or similar transaction
pursuant to which persons who were stockholders of the Corporation immediately
prior to the effective date of the first such transaction after the date hereof
do not, immediately after such date, own more than 60 percent of the combined
voting power entitled to vote generally in the election of directors of the
surviving or successor corporation; or a liquidation or dissolution of the
Corporation; or the sale of all or substantially all of its assets.

                                   ARTICLE X

                                 EFFECTIVE DATE

         This Plan shall be effective as of the close of business on November
12, 2001.

                                   ARTICLE XI

                              EXPIRATION OF OPTIONS
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         Each Option shall expire on the expiration date set forth in the
applicable Agreement. In no event may the Board permit a former director to
exercise a Option after such expiration date.

                                   ARTICLE XII

                             PROPRIETARY INFORMATION

         Participants, while providing director services, will have access to
information, including without limitation customer information, strategic plans,
management and operating policies and procedures, and similar information, which
constitute proprietary information or trade secrets of the Corporation or its
affiliates. No participant shall, at any time, while any Option is outstanding
or otherwise, disclose any of such proprietary information to any person or
entity other than the Corporation, its affiliates and employees.

                                  ARTICLE XIII

                                  MISCELLANEOUS



         13.1     LEGAL AND OTHER REQUIREMENTS. The obligation of the
Corporation to sell and deliver common stock hereunder shall be subject to all
applicable laws, regulations, rules and approvals, including, but not by way of
limitation, the effectiveness of a registration statement under the Securities
Act of 1933 if deemed necessary or appropriate by the Corporation. Certificates
for shares of common stock issued hereunder may be legended as the Board shall
deem appropriate.

         13.2     NO OBLIGATION TO EXERCISE OPTIONS. The granting of an Option
pursuant to the provisions hereof shall impose no obligation upon an optionee to
exercise such Option.

         13.3     APPLICATION OF FUNDS. The proceeds received by the Corporation
from the sale of common stock pursuant to Options may be used for such general
corporate purposes as the Board deems appropriate.

         13.4     WITHHOLDING TAXES. Whenever the Corporation proposes or is
required to issue or transfer shares of common stock to the optionee hereunder,
the Corporation shall have the right to require the optionee to remit to the
Corporation an amount sufficient to satisfy all federal, state and local
withholding tax requirements prior to the delivery of any certificate or
certificates for such shares. If such certificates have been delivered prior to
the time a withholding obligation arises, the Corporation shall have the right
to require the optionee to remit to the Corporation an amount sufficient to
satisfy all federal, state or local withholding tax requirements at the time
such obligation arises and to withhold from other amounts payable to the
optionee, as compensation or otherwise, as necessary. Whenever payments
hereunder are to be made to the optionee in cash, such payments shall be net of
any amounts sufficient to satisfy all federal, state and local withholding tax
requirements.

         13.5     NO GUARANTEE OF ONGOING DIRECTORSHIP. Nothing herein or in any
Agreement shall confer upon any director the right to continue as a director of
the Corporation or affect any right which the Corporation may have to seek
termination of the directorship of such individual or to decline to nominate any
director for an additional term.

         13.6     NO RIGHTS AS A SHAREHOLDER. No optionee shall have any right
or privileges as a shareholder with regard to any Option until a certificate for
shares of common stock issuable to him or her hereunder are so issued.

         13.7     DISABILITY. The Board shall be entitled to make such rules,
regulations and determinations as it deems appropriate hereunder in respect of
any legal or physical disability of any director and the effect, if any, of such
disability upon the terms hereof.

         13.8     FAIR MARKET VALUE. Whenever the fair market value of common
stock is to be determined under the Plan as of a given date, such fair market
value shall be:
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         (a)      If the common stock is traded on the over-the-counter market, 
                  the average of the price of the common stock at the close of
                  trading for the 10 consecutive trading days immediately
                  preceding such date;

         (b)      If the common stock is listed on a national securities
                  exchange, the average of the price of the common stock on the
                  composite tape at the close of trading for the 10 consecutive
                  trading days immediately preceding such date.

         13.9     NOTICES. Every direction, revocation or notice authorized or
required hereby shall be deemed delivered to the Corporation (a) on the date it
is personally delivered to the Secretary of the Corporation at its principal
executive offices or (b) three business days after it is sent by registered or
certified mail, postage prepaid, addressed to the Secretary at such offices; and
shall be deemed delivered to an optionee (a) on the date it is personally
delivered to him or her or (b) three business days after it is sent by
registered or certified mail, postage prepaid, addressed to him or her at the
last address shown for him or her on the records of the Corporation.

         13.10    GOVERNING LAW. This Plan and any Agreement shall be construed
and applied in accordance with the laws of the State of Nevada as to corporate



law issues, and otherwise in accordance with the laws of the Commonwealth of
Virginia, in each case to the extent not inconsistent with Section 83 of the
Internal Revenue Code and regulations issued thereunder.

         13.11    ELIMINATION OF FRACTIONAL SHARES. If under any provision
hereof that requires a computation of the number of shares of common stock
subject to an Option, the number so computed is not a whole number of shares of
common stock, such number of shares of common stock shall be rounded down to the
next whole number, without payment by the Corporation for any fractional share
thus eliminated.

                                         FIRST COMMUNITY BANCSHARES, INC.

                                         BY: __________________________________
                                             CHAIRMAN OF THE BOARD OF DIRECTORS
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                           ARTICLE I - PURPOSE OF PLAN 

1.1      PURPOSE OF PLAN. First Community Bancshares, Inc. (the Company) intends
         and desires by the adoption of this Plan to recognize the value to the
         Company of the services rendered by Eligible Employees covered by the
         Plan and to encourage and assure their continued service with the
         Company by making more adequate provisions for their future retirement
         security.

         This Plan has been adopted to provide certain management and/or highly
         compensated employees of First Community Bancshares, Inc. covered under
         the First Community Bancshares, Inc. Employee Stock Ownership and
         Savings Plan (the "Basic Plan") the opportunity to accumulate deferred
         compensation which cannot be accumulated under the Basic Plan because
         of the limitations on deferrals under Code Section 402(g) (the
         "Deferral Limit"), the limitations on annual additions under Code
         Section 415 (the "415 Limit"), the limitations on tax-qualified pension 
         plan benefits under Code Section 401(a)(17)(the "Pay Cap"), and/or
         because Deferral Contributions and Matching Contributions have been
         required to be returned under the Basic Plan because of the
         nondiscrimination rules under Code Sections 401(k)(3)("ADP
         Restrictions") or 401(m)(2)("ACP Restrictions").

         This Plan is intended to be "a plan which is unfunded and maintained by
         an employer primarily for the purpose of providing deferred
         compensation for a select group of management or highly compensated
         employees" within the meaning of Sections 201(2) and 301(a)(3) of the
         Employee Retirement Income Security Act of 1974 ("ERISA") and shall be
         interpreted and administered in a manner consistent with that intent.

                            ARTICLE II - DEFINITIONS 

2.1      ACCOUNT means those separate book reserve accounts established and
         maintained under the Plan in the name of each Participant as required
         pursuant to the provisions of Article VII.

2.2      BASIC PLAN means the First Community Bancshares, Inc. Employee Stock
         Ownership and Savings Plan.

2.3      BENEFICIARY means a Participant's beneficiary or beneficiaries
         identified under the Basic Plan.

2.4      BOARD means the Board of Directors of First Community Bancshares, Inc.

2.5      CODE means the Internal Revenue Code of 1986 and the regulations
         thereunder, as amended from time to time.

2.6      COMPANY means First Community Bancshares, Inc. or any company which is
         a successor as a result of merger, consolidation, liquidation, transfer
         of assets, or other reorganization as well as any company which is a
         subsidiary of First Community Bancshares, Inc.

2.7      COMPANY CREDIT means an amount credited to the Account of a Participant
         by the Company pursuant to the provisions of Article VI.

2.8      COMPENSATION means "Compensation" as that term is defined in the Basic



         Plan.

2.9      DEFERRAL CONTRIBUTION means those contributions by the Company to the
         Basic Plan for a Plan year on behalf of and on account of the qualified
         cash or deferral elections within the meaning of Code Section 401(k)
         made by the participants in the Basic Plan.

2.10     EFFECTIVE DATE means July 1, 1996.

2.11     ELIGIBLE EMPLOYEE means a person employed by the Company who is
         determined by the Company to be a member of a select group of
         management or highly compensated employees, who is designated by the
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         Company to be eligible under the Plan, and who is a participant in the
         Basic Plan. By the first day of the month prior to the beginning of a
         Plan Year, the Company shall notify those individuals, if any, who will
         be Eligible Employees for the next Plan Year and succeeding Plan Years.
         If the Company determines that an employee first becomes an Eligible
         Employee during a Plan Year, the Company shall notify such employee of
         its determination and of the date during the Plan Year on which the
         employee shall first become an Eligible Employee.

2.12     MATCHING CONTRIBUTION means those contributions by the Company to the
         Basic Plan for a Plan Year on account of the Deferral Contributions
         made during that Plan Year by the participants in the Basic Plan.

2.13     NONQUALIFIED DEFERRAL CREDIT means Compensation that is due to be
         earned and which would otherwise be paid to the Participant, which the
         Participant elects to defer under the Plan, determined without regard
         to the Deferral Limit, the 415 Limit, the Pay Cap or the ADP
         Restrictions under the Basic Plan, and which is credited on behalf of
         each Participant by the Company to the Account of the Participant
         pursuant to the provisions of Article V.

2.14     NONQUALIFIED MATCHING CREDIT means an amount credited to the Account of
         the Participant by the Company, pursuant to the provisions of Article
         V.

2.15     PARTICIPANT means any person so designated in accordance with the
         provisions of Article III, including, where appropriate according to
         the context of the Plan, any former employee who is or may become (or
         whose Beneficiaries may become) eligible to receive a benefit under the
         Plan.

2.16     PARTICIPANT ENROLLMENT AND ELECTION FORM means the form on which a
         Participant elects to defer Compensation hereunder, makes a qualified
         cash or deferral election under the Basic Plan, and makes certain other
         designations as required thereon.

2.17     PLAN means this First Community Bancshares, Inc. and Affiliates Wrap
         Plan.

2.18     PLAN YEAR means the "Plan Year" as that term is defined in the Basic
         Plan, except for the initial Plan year beginning on the Effective Date
         and ending on December 31, 1996.

2.19     TRUST means the trust fund, if any, established pursuant to the Plan.

2.20     TRUSTEE means the trustee named in the agreement establishing the Trust
         and such successor and/or additional trustees as may be named pursuant
         to the terms of the agreement establishing the Trust.

2.21     VALUATION DATE means the last day of each Plan Year and any other date
         that the Company, in its sole discretion, designates as a Valuation
         Date.

                   ARTICLE III - ELIGIBILITY AND PARTICIPATION 

3.1      REQUIREMENTS. Every Eligible Employee as of the Effective Date shall be
         eligible to become a Participant on the Effective Date. Every other
         Eligible Employee shall be eligible to become a Participant on the
         first day of the Plan Year occurring after the date on which he or she
         becomes an Eligible Employee. No individual shall become a Participant,



         however, if he or she is not an Eligible Employee on the date his or
         her participation is to begin.

         Participation in the Plan is voluntary. In order to participate, an
         otherwise Eligible Employee must execute a valid Participant Enrollment
         and Election Form in such manner as the company may require electing to
         defer Compensation to be earned following the election in return for
         Nonqualified Deferral Credits as provided in Article IV.

3.2      RE-EMPLOYMENT. If a Participant whose employment with the Company is 
         terminated is subsequently re- 
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         employed, he or she shall re-enter the Plan in accordance with the 
         provisions of Section 3.1 of this Article.

3.3      CHANGE OF EMPLOYMENT CATEGORY. During any period in which a Participant
         remains in the employ of the Company, but either ceases to be an
         Eligible Employee or a participant in the Basic Plan, he or she shall
         not be eligible to receive additional Nonqualified Deferral Credits
         under this Plan.

                   ARTICLE IV - NONQUALIFIED DEFERRAL CREDITS 

4.1      NONQUALIFIED DEFERRAL ELECTIONS. In accordance with rules established
         by the Company, a Participant may elect to defer Compensation and
         receive Nonqualified Deferral Credits with respect to a Plan Year by
         completing a Participant Enrollment and Election Form and delivering it
         to the Company no later than the last day of the last month immediately
         preceding the Plan Year. Once made, such election shall be irrevocable
         with respect to the Plan Year.

4.2      PAYROLL DEDUCTIONS. Compensation deferrals pursuant to a Participant
         Enrollment and Election Form shall be made through payroll deductions.
         The Participant may change the amount of his or her deferral by
         delivering to the Company prior to the beginning of any Plan Year a new
         Participant Enrollment and Election Form, with such change being first
         effective for compensation to be earned in that Plan Year. Once made, a
         payroll deduction election shall continue in force indefinitely, until
         changed by the Participant on a subsequent Participant Enrollment and
         Election Form delivered to the Company.

4.3      TIMING OF CREDIT. Nonqualified Deferral Credits, in an amount equal to
         the Compensation deferred by the Participant shall be made at the same
         time and in the same manner as Deferral Contributions would have been
         made under the Basic Plan with respect to such amounts.

                    ARTICLE V - NONQUALIFIED MATCHING CREDITS 

5.1      NONQUALIFIED MATCHING PERCENTAGE. The Company shall contribute and
         allocate a Nonqualified Matching Credit to each eligible Participant's
         account due to the Participant's Nonqualified Deferral Credits for a
         Plan Year. A Nonqualified Matching Credit is intended to compensate for
         the shortfall experienced in a Participant's account due to the
         Participant's inability to receive a full Matching Contribution under
         the Company's Basic Plan, because of maximum contribution limits set by
         the Internal Revenue Code.

5.2      TIMING OF MATCH. Nonqualified Matching Credits shall be made at the
         same time and in the same manner as Matching Contributions would have
         been made under the Basic Plan with respect to the Nonqualified
         Deferral Credits of the Participant.

                          ARTICLE VI - COMPANY CREDITS 

6.1      COMPANY CREDIT. In its sole discretion, the Company may make a Company
         Credit on behalf of the Participant, in an amount determined by the
         Company in accordance with (a) and/or (b) below:

         (a)      A percentage of each Participant's Compensation for the Plan
                  Year.

         (b)      A percentage of some or all of the Participant's Nonqualified



                  Deferral Credits for the Plan Year.

6.2      TIMING OF CREDIT. Company Credits shall be made as soon as
         administratively feasible after declared by the Board.
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                           ARTICLE VII - PLAN ACCOUNTS 

7.1      ESTABLISHMENT OF ACCOUNTS. There shall be established and maintained by
         the Company separate book reserve Accounts in the name of each
         Participant, as required and as described in this Article VII.

7.2      NONQUALIFIED DEFERRAL ACCOUNT. The Company shall establish an Account
         to which are credited a Participant's Nonqualified Deferral Credits,
         plus amounts equal to any deemed income, gains, or losses attributable
         or allocable to interest as determined by the Company.

7.3      NONQUALIFIED MATCHING ACCOUNT. The Company shall establish an Account
         to which are credited a Participant's Nonqualified Matching Credits,
         plus amounts equal to any deemed income, gains, or losses attributable
         or allocable to interest as determined by the Company.

7.4      COMPANY CREDIT ACCOUNT. The Company shall establish an Account to which
         are credited a Participant's Company Credits, plus amounts equal to any
         deemed income, gains, or losses attributable or allocable to interest
         as determined by the Company.

7.5      ALLOCATION OF INCOME. Accounts of a Participant shall be credited with
         the deemed income, gain or losses determined under the First Community
         Bancshares, Inc. and Affiliates Wrap Plan Trust Agreement.

7.6      ACCOUNTING FOR DISTRIBUTIONS. As of the date of any distribution under
         the Plan to a Participant or his or her Beneficiary or Beneficiaries,
         such distribution shall be charged to the applicable Participant's
         Account.

                ARTICLE VIII - ANNUAL TRANSFERS OR DISTRIBUTIONS 

8.1      IN GENERAL. A transfer or distribution made pursuant to this Article
         shall not constitute a Payment of Benefits, as that phrase is
         referenced in Article XI.

8.2      NONQUALIFIED DEFERRAL ACCOUNT TRANSFER OR DISTRIBUTION AMOUNT. As soon
         as administratively feasible after the end of the Plan Year, the
         Company shall determine all the Nonqualified Deferral Credits made to
         each Participant's Nonqualified Deferral Account for that Plan Year
         (excluding earnings attributable thereto), eligible for transfer to the
         Basic Plan or distribution. In no event shall the amount so determined,
         if transferred directly to the Basic Plan, cause the Basic Plan to
         exceed the ADP Restrictions or the Deferral Limit for such Plan Year.

8.3      NONQUALIFIED MATCHING ACCOUNT TRANSFER OR DISTRIBUTION AMOUNT. As soon
         as administratively feasible after the end of the Plan Year, the
         Company shall determine all the Nonqualified Matching Credits made to
         each Participant's Nonqualified Matching Account for that Plan Year
         (excluding earnings attributable thereto) with respect to the
         Nonqualified Deferral Credits eligible for transfer to the Basic Plan
         or distribution. In no event shall the amount so determined, if
         allocated as a Matching Contribution to the Participant under the Basic
         Plan, cause the Basic Plan to exceed the ACP Restrictions for such Plan
         Year.

8.4      ACCOUNT TRANSFERS OR DISTRIBUTIONS. No later than March 15, or 75 days
         following the end of the Plan Year, in accordance with the
         Participant's Participant Enrollment and Election Form, the Company
         shall transfer to the Basic Plan, the portion of the Participant's
         Nonqualified Deferral Credits determined in Section 8.2. If the
         Participant has elected an amount for distribution, such amount will
         then be distributed to the Participant and includible in the
         Participant's gross income in the year of distribution. Nonqualified
         Matching Credits made with respect to the Nonqualified Deferral Credits
         transferred to the Basic Plan shall be debited from the Nonqualified



         Account and an equivalent amount shall be allocated as a Matching
         Contribution to the Participant under the Basic Plan.

8.5      FREQUENCY OF TRANSFERS OR DISTRIBUTIONS. In its sole discretion, the
         Company may make multiple transfers or distributions under Sections 8.4
         during the Plan Year.
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8.6      RESTRICTION. No transfer shall occur under Section 8.4 if the terms of
         the Basic Plan preclude acceptance of such transfers.

                              ARTICLE IX - VESTING 

9.1      NONQUALIFIED DEFERRAL CREDITS. A Participant shall always be one
         hundred percent (100%) vested in amounts credited to his or her
         Nonqualified Deferral Account.

9.2      NONQUALIFIED MATCHING CREDITS. A Participant shall become one hundred
         percent (100%) vested in amounts credited to his or her Nonqualified
         Matching Account upon death, disability or the attainment of Normal
         Retirement Age (as determined under the Basic Plan). A Participant who
         separates from service from the Company, shall have the vesting
         percentage in his or her Nonqualified Matching Account, subject to the
         forfeiture provisions of Article XI, as shown below:

Table 4

Years of Service          Vested
----------------          ------ 
                       
       1                     0%
       2                     0%
       3                     0%
       4                     0%
       5                   100%

9.3      COMPANY CREDITS. A Participant shall become one hundred percent (100%)
         vested in amounts credited to his or her Company Credit Account upon
         death, disability or the attainment of Normal Retirement Age (as
         determined under the Basic Plan). A Participant who separates from
         service from the Company, shall always have the vesting percentage in
         his or her Company Credit Account, subject to the forfeiture provisions
         of Article XI, as shown below:

Table 5

Years of Service          Vested
----------------          ------ 
                       
       1                     0%
       2                     0%
       3                     0%
       4                     0%
       5                   100%

9.4      YEAR OF SERVICE. For vesting purposes, years of service will be
         determined in the same manner as under the Basic Plan.

                         ARTICLE X - PAYMENT OF BENEFITS 

10.1     PAYMENTS OF BENEFITS. The vested Accounts of a Participant shall be
         payable under this Plan on account of the Participant's termination of
         employment, retirement, disability (as determined under the Basic
         Plan), or death a cash lump sum as soon as practical and no later than
         sixty (60) days after the earlier of such termination of employment,
         retirement, occurrence of disability, or death. At least one year prior
         to the Normal Retirement Date of the Participant (as determined under
         the Basic Plan), the Participant may elect
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         with the consent of the Board to receive the vested Accounts in a ten
         year installment. In the event of the Participant's death, the
         Participant's vested Accounts under this Plan shall be payable to the
         Participant's Beneficiary.

10.2     PAYMENTS UPON HARDSHIP. In the event of a hardship of the Participant,
         the Participant may apply to the Company for the distribution of all or
         any part of his or her vested Accounts in the Plan. For purposes of
         this Plan, a "hardship" means an unforeseeable emergency that results
         in severe financial hardship to the Participant that cannot be
         satisfied from other reasonably available resources of the Participant.
         Receipt of a hardship distribution does not preclude the Participant
         from continuing and on-going participation in the Plan. In no event 
         shall the aggregate amount of the distribution exceed the value of the
         Participant's vested Accounts. For purposes of this Section, the value
         of the Participant's Accounts shall be determined as of the date of the
         distribution. A distribution may be made under this Section only with
         the consent of the Company.

                            ARTICLE XI - FORFEITURES 

11.1     FORFEITURES. Notwithstanding the provisions of Sections 9.2 and 9.3 of
         the Plan, a Participant under the Plan who unilaterally and voluntarily
         separates from service with the Company for reasons other than Normal
         Retirement, Early Retirement, death or disability may, at the sole
         discretion of the Company, forfeit the Nonqualified Matching Account
         and/or the Company Credit Account.

                            ARTICLE XII - THE TRUST 

12.1     ESTABLISHMENT OF TRUST. The Company may establish a Trust with the
         Trustee, pursuant to such terms and conditions as are set forth in the
         Trust agreement to be entered into between the Company and the Trustee.
         The Trust, if and when established, is intended to be treated as a
         "grantor" trust under the Code, and the establishment of the Trust is
         not intended to cause Participants to realize current income on amounts
         contributed thereto, and the Trust shall be so interpreted.

                          ARTICLE XIII - ADMINISTRATION 

13.1     ADMINISTRATIVE AUTHORITY. Except as otherwise specifically provided
         herein, the Company shall have the sole responsibility for and the sole
         control of the operation and administration of the Plan, and shall have
         the power and authority to take all actions and to make all decisions
         and interpretations which may be necessary or appropriate in order to
         administer and operate the Plan, including, without limiting the
         generality of the foregoing, the power, duty, and responsibility to:

         (a)      Resolve and determine all disputes or questions arising under
                  the Plan, including the power to determine the rights of
                  Eligible Employees, Participants, and Beneficiaries, and their
                  respective benefits, and to remedy any ambiguities,
                  inconsistencies, or omissions in the Plan.

         (b)      Adopt such rules or procedure and regulations as in its
                  opinion may be necessary for the proper and efficient
                  administration of the Plan and as are consistent with the
                  Plan.

         (c)      Implement the Plan in accordance with its terms and the rules
                  and regulations adopted as above.

         (d)      Make determinations with respect to the eligibility of any
                  Eligible Employee as a Participant and make determinations
                  concerning the crediting and distribution of Plan Accounts.

         (e)      Appoint any persons or firms, or otherwise act to secure
                  specialized advice or assistance, as it deems necessary or
                  desirable in connection with the administration and operation
                  of the Plan, and the Company shall be entitled to rely
                  conclusively upon, and shall be fully protected in any action
                  or omission taken by it in good faith reliance upon the advice
                  or opinion of such firms or persons. The
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                  Company shall have the power and authority to delegate from
                  time to time by written instrument all or any part of its
                  duties, powers, or responsibilities under the Plan, both
                  ministerial and discretionary, as it deems appropriate, to any
                  person or committee, and in the same manner to revoke any such
                  delegation of duties, powers, or responsibilities. Any action
                  of such person or committee in the exercise of such delegated
                  duties, powers, or responsibilities shall have the same force
                  and effect for all purposes hereunder as if such action had
                  been taken by the Company. Further, the Company may authorize
                  one or more persons to execute any certificate or document on
                  behalf of the Company, in which event any person notified by
                  the Company of such authorization shall be entitled to accept
                  and; conclusively rely upon any such certificate or document
                  executed by such person as representing action by the Company
                  until such third person shall have been notified of the
                  revocation of such authority.

13.2     MUTUAL EXCLUSION OF RESPONSIBILITY. Neither the Trustee nor the Company
         shall be obliged to inquire into or be responsible for any act or
         failure to act, or the authority therefor, on the part of the other.

13.3     UNIFORMITY OF DISCRETIONARY ACTS. Whenever in the administration or
         operation of the Plan discretionary actions by the Company are required
         or permitted, such actions shall be consistently and uniformly applied
         to all persons similarly situated, and no such action shall be taken
         which shall discriminate in favor of any particular person or group of
         persons.

13.4     LITIGATION. Except as may be otherwise required by law, in any action
         or judicial proceeding affecting the Plan, no Participant or
         Beneficiary shall be entitled to any notice or service of process, and
         any final judgment entered in such action shall be binding on all
         persons interested in, or claiming under, the Plan.

13.5     PAYMENT OF ADMINISTRATION EXPENSES. All expenses incurred in the
         administration and operation of the Plan and the Trust, including any
         taxes payable by the Company in respect of the Plan or Trust or payable
         by or from the Trust pursuant to its terms, shall be paid by the
         Company.

13.6     CLAIMS PROCEDURE.

         (a)      Notice of Claim. Any Eligible Employee or beneficiary, or the
                  duly authorized representative of an Eligible Employee or
                  beneficiary, may file with the Company a claim for a Plan
                  benefit. Such a claim must be in writing on a form provided by
                  the Company and must be delivered to the Company, in person or
                  by mail, postage prepaid. Within ninety (90) days after the
                  receipt of such a claim, the Company shall send to the
                  claimant, by mail, postage prepaid, a notice of the granting
                  or the denying, in whole or in part, of such claim, unless
                  special circumstances require an extension of time for
                  processing the claim. In no event may the extension exceed
                  ninety (90) days from the end of the initial period. If such
                  an extension is necessary, the claimant will be given a
                  written notice to this effect prior to the expiration of the
                  initial ninety (90) day period. The Company shall have full
                  discretion to deny or grant a claim in whole or in part in
                  accordance with the terms of the plan. If notice of the denial
                  of a claim is not furnished in accordance with this Section,
                  the claim shall be denied and the claimant shall be permitted
                  to exercise his or her right to review pursuant to Sections
                  14.6(c) and 14.6(d) of the Plan, as applicable.

         (b)      Action on Claim. The Company shall provide to every claimant
                  who is denied a claim for benefits a written notice setting
                  forth, in a manner calculated to be understood by the
                  claimant:

                  (i)      The specific reason or reasons for the denial;

                  (ii)     A specific reference to the pertinent Plan provisions
                           on which the denial is based;



                  (iii)    A description of any additional material or
                           information necessary of the claimant to perfect the
                           claim and an explanation of why such material or
                           information is necessary; and

                  (iv)     An explanation of the Plan's claim review procedure.
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         (c)      Review of Denial. Within sixty (60) days after the receipt by
                  a claimant of written notification of the denial (in whole or
                  in part) of a claim, the claimant or the claimant's duly
                  authorized representative, upon written application to the
                  Company, delivered in person or by certified mail, postage
                  prepaid, may review pertinent documents and may submit to the
                  Company, in writing, issues and comments concerning the claim.

         (d)      Decision on Review. Upon the Company's receipt of a notice of
                  a request for review, the Company shall make a prompt decision
                  on the review and shall communicate the decision on review in
                  writing to the claimant. The decision on review shall be
                  written in a manner calculated to be understood by the
                  claimant and shall include specific reasons for the decision
                  and specific references to the pertinent Plan provisions on
                  which the decision is based. The decision on review shall be
                  made not later than sixty (60) days after the Company's
                  receipt of a request for a review, unless special
                  circumstances require an extension of time for processing, in
                  which case decision shall be rendered not later than one
                  hundred twenty (120) days after receipt of the request for
                  review. If an extension is necessary, the claimant shall be
                  given written notice of the extension by the Company prior to
                  the expiration of the initial sixty (60) day period. If notice
                  of the decision on review is not furnished in accordance with
                  this Section, the claim shall be denied on review.

13.7     LIABILITY OF BOARD, INDEMNIFICATION. To the extent permitted by law, no
         member of the Board shall be liable to any person for any action taken
         or omitted in connection with the interpretation and administration of
         this Plan. Each member of the Board shall be indemnified and held
         harmless by the Company for such actions unless the liability of the
         member is attributable to his or her own bad faith or willful
         misconduct.

13.8     TAXES. All amounts payable hereunder shall be reduced by any and all
         Federal, state, and local taxes imposed upon an Eligible Employee or
         his or her beneficiary which are required to be paid or withheld by
         Company. The determination of the Company regarding applicable income
         and employment tax withholding requirements shall be final and binding
         on the Eligible Employee.

13.9     ATTORNEY'S FEES. Company shall pay the reasonable attorney's fees
         incurred by any Eligible Employee in an action brought against Company
         to enforce Eligible Employee's rights under the Plan, provided that
         such fees shall only be payable in the event that the Eligible Employee
         prevails in such action.

                           ARTICLE XIV - MISCELLANEOUS 

14.1     NO GUARANTEE OF EMPLOYMENT. Nothing contained in this Plan shall be
         construed as a contract of employment between the Company and any
         Employee, or as a right of any Employee to be continued in the
         employment of the Company or as a limitation of the right of the
         Company to discharge any of its Employees, with or without cause.

14.2     ALIENATION OF BENEFITS. Benefits payable under this Plan shall not be
         subject in any manner to alienation, sale, transfer, assignment,
         pledge, encumbrance, charge, garnishment, execution or levy of any
         kind, either voluntary or involuntary, and any attempt to alienate,
         sell or otherwise transfer or dispose of any interest shall be void.

14.3     GENERAL CREDITOR STATUS. The Participant shall be regarded as a general
         creditor of the Company with respect to any rights derived by the
         Participant from the existence of this Plan or any benefits due him or



         her. Such benefits shall be paid from the general funds of the Company,
         and the Company shall not be required to establish or maintain any
         special or separate fund, or otherwise to segregate assets to assure
         that such payments will be made, and the Participant shall not have any
         interest in any particular assets of the Company by reason of its
         obligations hereunder.
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            ARTICLE XV - AMENDMENT, TERMINATION OR MERGER OF THE PLAN 

15.1     AMENDMENT. The Company reserves the right at any time and from time to
         time to modify or amend, in whole or in part, any or all of the
         provisions of the Plan, provided that no modification or amendment
         shall be made which shall affect adversely any right or obligation of
         any Participant with respect to a Participant's accrued interest or to
         credits theretofore made. Notwithstanding the foregoing, any
         modification or amendment of the Plan may be made, retroactively, if
         necessary, which the Company deems necessary or proper to bring the
         Plan into conformity with any law or governmental regulation relating
         to the Plan. No amendment to this Plan shall decrease a Participant's
         account balance.

15.2     TERMINATION. The Company may terminate the Plan in whole or in part for
         any reason at any time. In the case of such termination or partial
         termination, distributions shall be made in a cash lump sum of the
         vested Accounts to each Participant. The Company has established the
         Plan with the bona fide intention and expectation that the Plan will
         continue indefinitely, but the Company shall be under no obligation to
         maintain the Plan for any given length of time and may, in its sole
         discretion, terminate the Plan at any time without any liability
         whatsoever.

15.3     NOTICE OF AMENDMENT OR TERMINATION. Notice of every such amendment or
         termination shall be given in writing to each Participant and
         Beneficiary of a deceased Participant.

ATTEST/WITNESS:                             FIRST COMMUNITY BANCSHARES, INC.

___________________________                 By: ________________________________
_____________________________________
___________________________
____________________

                                            Print Name:
                                            ____________________________________
________                   _________________________

                                            Date: ______________________________
________

Print Name:

_____________________________________
_________________________
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                                                                      EXHIBIT 12

Table 1

Section 5: EX-12 (EXHIBIT 12) 



                                                                      Computation of Ratios
                                                    
Net Income Per Share                                   =   Net Income/Average Common Shares Outstanding

Cash Dividends Per Share                               =   Dividends Paid/Average Common Shares Outstanding

Book Value Per Share                                   =   Total Shareholders' Equity/Average Common Shares
                                                           Outstanding

Return on Average Assets                               =   Net Income/Average Assets

Return on Average Shareholders' Equity                 =   Net Income/Average Shareholders' Equity

Net Interest Margin                                    =   Net Interest Income/Average Earning Assets

Efficiency Ratio                                       =   Noninterest Expense/(Net Interest Income Plus
                                                           Noninterest Income)

Loans to Deposits                                      =   Net Loans/Average Deposits Outstanding

Dividend Payout                                        =   Dividends Declared/Net Income

Average Shareholders' Equity to Average Assets         =   Average Shareholders' Equity/Average Assets

Tier I Capital Ratio                                   =   Shareholders' Equity - Intangible Assets - 
                                                           Securities Mark-to-market Capital Reserve 
                                                           (Tier I Capital)/ Risk Adjusted Assets

Total Capital Ratio                                    =   Tier I Capital Plus Allowance for Loan
                                                           Losses/Risk Adjusted Assets

Tier I Leverage Ratio                                  =   Tier I Capital/Average Assets

Net Charge-offs to Average Loans                       =   (Gross Charge-offs Less Recoveries)/ Average Net Loans 

Non-performing Loans to Total Loans                    =   (Nonaccrual Loans Plus Loans Past Due 90 Days or 
                                                           Greater)/Gross Loans Net of Unearned Interest)

Non-performing Assets to Total Loans Plus OREO         =   (Nonaccrual Loans Plus Loans Past Due 90 Days or 
                                                           Greater Plus OREO)/Total Loans +OREO

Allowance for Loan Losses to Total Loans               =   Allowance for Loan Losses/(Gross Loans Net of Unearned
                                                           Interest

Allowance for Loan Losses to Non-performing Assets     =   Allowance for Loan Losses/(Nonaccrual Loans Plus Loans Past 
                                                           Due 90 days or Greater Plus OREO)

Allowance for Loan Losses to Non-performing            =   Allowance for Loan Losses/(Nonaccrual Loans Performing 
 Loans                                                     Plus Loans Past Due 90 days or Greater)
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                                                                               .
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Section 6: EX-13 (EXHIBIT 13) 



Table 1

Diluted Earnings Per Share ($)
                       
98                        1.35
99                        1.75
00                        1.78    
01                        1.92
02                        2.48
</Table>
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A MESSAGE TO OUR FRIENDS AND
STOCKHOLDERS            

DEAR STOCKHOLDERS AND FRIENDS, 

We, at First Community Bancshares, Inc., are very pleased to provide this annual
report on the operations of the Company for 2002. It has been an eventful year,
full of many new projects geared toward growth of the Company and the
establishment of First Community as a regional provider of financial services.
We consider ourselves very fortunate that we have been able to post another year
of record earnings while continuing to build and invest in resources for
development and growth. In the following summary, we will discuss our financial
performance for the year along with recent announcements and many of the
projects that are part of our strategic plan for growth and expansion of
services.

At the forefront of our recently completed year, were the strong operating
results. Earnings for 2002 not only set new records, but increased by more than
29% over the preceding year. Net income for 2002 was $24.7 million, an increase
of $5.6 million over the $19.1 million record posted in 2001. The $5.6 million
increase includes a $1.9 million (net of tax) reduction in goodwill amortization
as a result of the required adoption of Financial Accounting Standards 142 and
147. In addition, record results for 2002 were principally achieved through an
increase in net interest income of $10.8 million. The increase in net interest
income is the result of meticulous management of asset yields and cost of funds
throughout a year of historic lows in prevailing short-term interest rates and 
prime loan rates. Interest rate forecasts early in 2002 indicated a possible 50



to 75 basis point increase in short-term interest rates by year-end 2002. 
However, in response to continued weakness in the U.S. economy, the Federal
Reserve Open Market Committee continued an accommodative stance and further
lowered the federal funds rate by another 50 basis points in November 2002. The
continuation of lower

                                     GROWTH
                         CONTINUING TO BUILD AND INVEST
                     IN RESOURCES FOR GROWTH AND DEVELOPMENT

interest rates constrained margins, to a degree, as deposit rates reached
historic lows and yields on loans continued to drop as a result of repricing of
adjustable rate loans and the attainment of lower yields on new loan production.
Despite this unforeseen interest rate environment, we were able to increase net
interest margin from 4.55% in 2001 to 4.76% for the full year 2002. Management
of rates offered through our product group and growth in average loans held for
investment and held for sale were important factors in the improvement in net
interest margin for the year.

(PHOTO)
JOHN M. MENDEZ
President and CEO
First Community Bancshares, Inc.
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Table 3

   Net Income ($)
(Amounts in millions)
              
98               13.1
99               16.9
00               17.1
01               19.1
02               24.7
</Table>
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STOCKHOLDERS
     MESSAGE (CONTINUED)

Non-interest income growth was concentrated in the $1.1 million increase in 
deposit service charge revenue which stems from continued growth in deposits and
refinement in the Company's product set and service charge structure. Partially
offsetting this increase was a $500,000 drop in other operating revenues and a
$572,000 decrease in securities gains and losses. During 2002, the Company
recorded a $576,000 write-down on the impairment of a municipal bond issue which 
led to this decrease in securities gains. Low interest rates on fifteen and
thirty-year mortgages, which were available throughout the year, resulted in 
residential mortgage loan originations through the Company's mortgage subsidiary
of over $790.0 million in 2002, up from $621.0 million in 2001. Despite the
higher volume of loan originations, net income from mortgage banking fell short
of the preceding year as a result of higher hedge costs, primarily in the third
quarter. Overall, non-interest revenues were unchanged from the preceding year 
at $20.3 million.

Basic and diluted earnings per share ("EPS") for 2002 reached $2.49 and $2.48,
respectively, and compared with $1.92 per share basic and diluted in 2001, an
increase of 29% year over year on a diluted basis. The adoption of the new
goodwill accounting standards in 2002 added $0.19 per share to diluted EPS.
Without the effect of the new standards, diluted EPS increased 18.0% in 2002
versus 2001. Return on equity in 2002 climbed to 17.16%, up from 14.80% in 2001.
The improvement in return on equity came as a result of improved leverage from
acquisitions in late 2001 as well as growth in net interest income and
operational improvements which impacted net income. Return on average assets
also improved significantly, increasing from 1.49% in 2001 to 1.68% for the
current year. Based on our year-end closing stock price of $30.76, 2002 earnings 
per share produce a price/earnings multiple of 12.4X. Our common stock price
also experienced significant price appreciation during 2002, increasing from



$26.79 (year-end 2001 adjusted for the March 2002 10% stock dividend) to $30.76 
at December 31, 2002. Total cash dividends paid in 2002 of $9.93 million also
resulted in a 3.7% cash return on the opening market value of First Community
common stock and combined with current year price appreciation, resulted in an
18.5% total return on investment for 2002.

In 2002, we opened five new full-service branches. In August, we opened our new 
West Atlantic branch in Emporia, Virginia. This replaced our Halifax Street
location, which did not offer drive-up banking and had limited parking and other 
facilities. In November, we opened our new Ridgeview branch in Bluefield,
Virginia. We believe that this new facility will significantly enhance our
service to both our Tazewell County, Virginia, and Mercer County, West Virginia,
customers. And on November 30, 2002, we completed the acquisition of Bank of
Greenville, which added three branches in Monroe and Summers Counties in West
Virginia.

                                    (GRAPH)

Table 4

  Total Assets ($)
(Amounts in millions)
           
98            1,054.0
99            1,088.2
00            1,218.0
01            1,478.2
02            1,524.4
</Table>
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The branch additions are only part of your Company's plan to expand the scope of
its operations and provide a full array of financial services, in a community
bank setting, to a larger market which encompasses a large portion of the
Mid-Atlantic region. We plan to continue this expansion through the addition of 
de novo branches, small bank affiliations and acquisition of financial service
providers. A major milestone in this strategy was achieved in January 2003 when
we announced the signing of a definitive agreement for the acquisition of The
CommonWealth Bank in Richmond, Virginia. CommonWealth is a $134 million bank
operating four branches within the Richmond metro market. This acquisition will
supplement our Southside, Virginia operations and establish a strong base of
operations in eastern Virginia. We are very excited about the addition of
CommonWealth and its fine staff of financial professionals. Subject to
regulatory approvals and the affirmative vote of CommonWealth stockholders, we
expect to close on this transaction in the second quarter of 2003.

On the North Carolina front, we are pleased to announce that we have completed
the acquisition of our first of two branch properties in Winston-Salem, North 
Carolina with plans to open these new full service banking facilities in the
second quarter of 2003. This continues our expansion in North Carolina and
provides our first locations within the Piedmont/Triad area.

In the area of expanded financial services, we are pleased to announce our
recent acquisition of Stone Capital Management, Inc., a registered investment
advisory firm providing financial advisory and wealth management services to
individual investors. Stone Capital is based in Beckley, West Virginia with
current assets under management of over $94 million. Future plans include the
expansion of these services to other First Community markets under the Stone
Capital brand as well as the extension of asset management services, through
Stone Capital, to customers of the First Community Bank Trust and Financial
Services Division. The addition of Stone Capital is coupled with the recent
recruitment of our new Senior Vice President of Trust and Financial Services who
comes to us with superior qualifications and background. Mike Earle, who
received his MBA from George Washington University, is also an attorney and
Certified Financial Planner with over twenty years of experience in trust
management, equity investing and business valuation services. These new
resources significantly improve our financial advisory capabilities.

Great strides have been made in the past year in the area of asset quality with



significant reductions in ninety-day past due loans and non-accrual loans. These 
two areas of non-performing assets have been reduced to very modest levels and 
are well below our peer group averages, indicating a higher level of asset
quality when benchmarked against commercial banks of similar size. Total
non-performing assets to total assets were reduced to 0.41% at year-end 2002, 
down from 0.58% at December 31, 2001. Asset quality is evident not only in
non-performing asset measures but also in loan delinquencies, which are at their 
lowest level in the history of the Company. Loans past due thirty days or more
to total loans were 1.18% at year-end 2002, including ninety-day and non-accrual 
loans. This compares favorably with 1.53% at year-end 2001. Each of these 
measures ranks your Company very high among commercial banks in terms of asset
quality. In 2002 we recruited some very talented and experienced staff members
who have enhanced administrative controls over the credit portfolio and
sharpened policy and standards for the production and administration of both
commercial and consumer loans.

In July of last year Congress passed sweeping legislation known as the
Sarbanes-Oxley Act of 2002. This legislation is intended to improve the quality 
of financial reporting, increase corporate accountability for financial
reporting, improve corporate governance and reform the accounting profession in
areas of attestation services, all with the objective of restoring investor
confidence in public company accounting and financial reporting. First Community
Bancshares has a strong record of producing quality financial reports and
integrity in corporate governance. Despite our Company's existing commitment to
excellence in these areas,
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we have redoubled our efforts to ensure the continued confidence of you, our
stockholders, and the investing public at large. Since the passage of the act,
we have further formalized our financial reporting processes with the formation
of our Financial Reporting and Disclosure Committee, which is an integral part
of our financial report review process. This committee further enhances the
integrity of the financial reporting process through formalized assessment of
accounting policies and evaluation of financial disclosures. We have also formed
our Business Trends Committee, which meets monthly to consider and evaluate
trends and business conditions, and ensure important disclosures are
communicated through the organization and considered for disclosure where
appropriate. These new controls are in addition to the many existing controls
and processes already employed by our Company to ensure the accuracy and fair
presentation of financial information that we publish on a quarterly and annual
basis. Portions of this annual report are dedicated to these new processes, the
audit committee and the people who work very hard to ensure quality financial
reporting.

Once again, we thank you for your commitment to the success of our Company,
whether as a customer of First Community Bank, as one of our dedicated employees
or as an investor and shareholder. We are indeed grateful for the opportunity to
provide quality financial services and to serve as custodians of the many
resources of this growing company.

Sincerely,

/s/ JOHN M. MENDEZ

John M. Mendez
President and Chief Executive Officer

                                    (GRAPH)

Table 5

Non-performing Assets ($) 
 (Amounts in millions)
                
98                 11.687



99                 11.098
00                  9.011
01                  8.013
02                  6.021
</Table>

(PHOTO)

                                       4

INTRODUCTION

 

The 2002 annual report reflects another record year in the history of First
Community Bancshares, Inc. As we grow and prosper, the basic tenets of our
philosophy remain the same. Our commitment to serve the financial needs of our
customers guides our path as we continue our efforts to be Your First Financial
Resource.

Our shareholders, customers and employees depend on us to be trustworthy. We
guard our corporate reputation and strive to earn and keep the trust of our
stakeholders. We believe that mutual trust results in strong and stable
relationships and creates satisfied shareholders, loyal customers and proud
employees.

Our commitment to the communities we serve remains strong. Good corporate
citizenship and corporate integrity go hand in hand with our efforts to continue
to build a financially strong company that provides service to our communities
and employment opportunities for our friends and neighbors. We strive to meet
the responsibility inherent in the name First Community Bank.

This report features the Board of Directors and the committees who provide the
oversight that ensures we are true to our values and honor our commitment to our
shareholders, customers and employees. These directors and officers provide the
guidance for ethical business practices so necessary to maintain our corporate
integrity. We trust that you will find it reassuring to learn about the people
who attest to the accuracy of the information you receive in this annual report.

(PHOTO)
ROBERT L. BUZZO
Vice President and Secretary
First Community Bancshares, Inc.
President
First Community Bank, N. A.

(PHOTO)
E. STEPHEN LILLY
Chief Operating Officer
First Community Bancshares, Inc.
Senior Vice President and COO
First Community Bank, N. A.

(PHOTO)
ROBERT L. SCHUMACHER
Chief Financial Officer
First Community Bancshares, Inc.
Senior Vice President-Finance 
First Community Bank, N. A.
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MANAGEMENT'S
     DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS.

(PHOTO)

This discussion should be read in conjunction with the consolidated financial
statements, notes and tables included throughout this report and the First
Community Bancshares, Inc., (the "Company" or "First Community") Annual Report



on Form 10-K. All statements other than statements of historical fact included 
in this Annual Report, including statements in the Message to Stockholders and
in Management's Discussion and Analysis of Financial Condition and Results of
Operations are, or may be deemed to be, forward-looking statements within the 
meaning of Section 27A of the Securities Act of 1933 and Section 21E of the
Exchange Act of 1934. Generally, the words "believe," "expect," "intend,"
"estimate," "anticipate," "project," "will" and similar expressions identify
forward-looking statements, which generally are not historical in nature. All 
statements that address operating performance, events or developments that we
expect or anticipate will occur in the future -- including statements relating 
to growth, share of revenues and earnings per share growth and statements
expressing general optimism about future operating results -- are 
forward-looking statements. Forward-looking statements are subject to certain 
risks and uncertainties that could cause actual results to differ materially
from our Company's historical experience and our present expectations or
projections. As and when made, management believes that these forward-looking 
statements are reasonable. However, caution should be taken not to place undue
reliance on any such forward-looking statements since such statements speak only 
as of the date when made.

Many factors could cause the Company's actual results to differ materially from
the results contemplated by the forward-looking statements. Some factors, which 
could negatively affect the results, include: (1) general economic conditions,
either nationally or within the Company's markets, could be less favorable than
expected, (2) changes in market interest rates could affect interest margins and
profitability, (3) competitive pressures could be greater than anticipated, (4)
legal or accounting changes could affect the Company's results, (5) acquisition
cost savings may not be realized or the anticipated income may not be achieved,
and (6) adverse changes could occur in the securities and investments markets.
The foregoing list of important factors is not exclusive.

Forward-looking statements made herein reflect management's expectations as of 
the date such statements are made. Such information is provided to assist
stockholders and potential investors in understanding current and anticipated
financial operations of the Company and are included pursuant to the safe harbor
provisions of the Private Securities Litigation Reform Act of 1995. The Company
undertakes no obligation to publicly update or revise any forward-looking 
statements, whether as a result of new information, future events or otherwise.

First Community is a multi-state holding company headquartered in Bluefield, 
Virginia. With total assets of $1.52 billion at December 31, 2002, First
Community through its banking subsidiary, First Community Bank, N. A. ("FCBNA"
or "Bank"), provides financial, mortgage brokerage and origination and trust
services to individuals and commercial customers through 41 full-service banking 
locations in West Virginia, Virginia and North Carolina as well as eleven
mortgage brokerage facilities operated by United First Mortgage, Inc. ("UFM".)
UFM is a wholly owned subsidiary of FCBNA. FCBNA also operates Stone Capital
Management, Inc. ("Stone Capital"), an investment advisory firm, with offices in
Beckley, West Virginia.
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APPLICATION OF CRITICAL ACCOUNTING POLICIES

First Community's consolidated financial statements are prepared in accordance
with accounting principles generally accepted in the United States of America
and conform to general practices within the banking industry. First Community's
financial position and results of operations are affected by management's
application of accounting policies, including judgments made to arrive at the
carrying value of assets and liabilities and amounts reported for revenues,
expenses and related disclosures. Different assumptions in the application of
these policies could result in material changes in First Community's
consolidated financial position and/or consolidated results of operations.

Estimates, assumptions and judgments are necessary principally when assets and
liabilities are required to be recorded at estimated fair value, when a decline
in the value of an asset carried on the financial statements at fair value
warrants an impairment write-down or valuation reserve to be established, or 
when an asset or liability needs to be recorded based upon the probability of
occurrence of a future event. Carrying assets and liabilities at fair value
inherently results in more financial statement volatility. The fair values and
the information used to record valuation adjustments for certain assets and
liabilities are based either on quoted market prices or are provided by third



party sources, when available. When third party information is not available,
valuation adjustments are estimated in good faith by management primarily
through the use of internal modeling techniques and/or appraisal estimates.

First Community's accounting policies are fundamental to understanding
Management's Discussion and Analysis of Financial Condition and Results of
Operations. The following is a summary of First Community's more subjective and
complex "critical accounting policies." In addition, the disclosures presented
in the Notes to the Consolidated Financial Statements and in management's
discussion and analysis, provide information on how significant assets and
liabilities are valued in the financial statements and how those values are
determined. Based on the valuation techniques used and the sensitivity of
financial statement amounts to the methods, assumptions and estimates underlying
those amounts, management has identified the determination of the allowance for
loan losses, the valuation of loans held for sale and the valuation of
derivative instruments utilized in hedging activity to be the accounting areas
that require the most subjective or complex judgments.

                                    (PHOTO)
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STABILITY
     THROUGH MANAGEMENT

ALLOWANCE FOR LOAN LOSSES

The allowance for loan losses is established and maintained at all levels that
management deems adequate to cover losses inherent in the portfolio as of the
balance sheet date and is based on management's evaluation of the risks in the
loan portfolio and changes in the nature and volume of loan activity. Estimates
for loan losses are determined by analyzing historical loan losses, current
trends in delinquencies and charge-offs, plans for problem loan resolution, the 
opinions of our regulators, changes in the size and composition of the loan
portfolio and industry information. Also included in management's estimates for
loan losses are considerations with respect to the impact of economic events,
the outcome of which are uncertain. These events may include, but are not
limited to, a general slowdown in the economy, fluctuations in overall lending
rates, political conditions, legislation that may directly or indirectly affect
the banking industry and economic conditions affecting specific geographical
areas in which First Community conducts business. The loan portfolio also
represents the largest asset type on the consolidated balance sheet.

As more fully described in Notes 1 and 6 to the Consolidated Financial
Statements and in the discussion included in the Allowance for Loan Losses
section of management's discussion and analysis, the Company determines the
allowance for loan losses by making specific allocations to impaired loans and
loan pools that exhibit inherent weaknesses and various credit risk factors.
Allocations to loan pools are developed giving weight to risk ratings,
historical loss trends and management's judgment concerning those trends and
other relevant factors. These factors may include, among others, actual versus
estimated losses, regional and national economic conditions, business segment
and portfolio concentrations, industry competition and consolidation, and the
impact of government regulations. The level of consumer and residential mortgage
loan allowance is maintained at a total portfolio level based on a review of
historical loss percentages and other qualitative factors including
concentrations, industry specific factors and economic conditions.

LOANS HELD FOR SALE
DERIVATIVE INSTRUMENTS AND HEDGING ACTIVITIES

The Company's mortgage subsidiary, UFM, originates, acquires, and sells
residential mortgage products on a servicing released basis into the secondary
market. Currently, UFM originates all loans with the positive intent to sell.
Loans held for sale are stated at the lower of cost or market ("LOCOM"). The
LOCOM analysis on pools of homogeneous loans is applied on a net aggregate
basis. Interest income with respect to loans held for sale is accrued on the
principal amount outstanding. LOCOM valuation techniques applicable to loans
held for sale are based on estimated market price indications for similar loans.
Pricing estimates are established by participating mortgage purchasers and
prevailing economic conditions. The majority of the loans held for sale have
predetermined pricing indications. However, loans which have yet to be committed



to an individual investor ($6.7 million at December 31, 2002) are evaluated for
necessary write-downs. The applicable market for these loans at year-end was 
$6.9 million and as such, no write-down was necessary. 

UFM provides a distribution outlet for the sale of loans produced by UFM's
wholesale and retail operations. UFM originates residential mortgage loans
through its production offices located in eastern Virginia and sells the
majority of its loans through pooled commitments to national investors. In
addition, UFM acquires loans from a network of wholesale brokers for subsequent
resale to these national investors as well. The loans held for sale portfolio at
December 31, 2002, was $66.4 million compared to $65.5 million at December 31,
2001.

Risks associated with this lending function include interest rate risk, which is
mitigated through the utilization of financial instruments (commonly referred to
as derivatives) to assist in offsetting the effect of changing interest rates.
The Company accounts for these instruments in accordance with Financial
Accounting Standards Board ("FASB") Statement No. 133 "Accounting for Derivative
Instruments and Hedging Activity" as amended by Statements No. 137 and No. 138.
These Statements established accounting and reporting
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standards for derivative instruments and for hedging activities. UFM uses
forward mortgage contracts (short position sales) to manage interest rate risk
in the pipeline of loans and interest rate lock commitments ("RLCs") from the
point of the loan commitment to the subsequent sale to outside investors. As a
result of the timing from origination to sale, and the likelihood of changing
interest rates, forward commitments are placed with counter-parties to 
substantially lock the expected margin on the sale of the loan. The forward
commitment to sell the security is considered to be a derivative and, as such,
is recorded on the Consolidated Balance Sheets at fair value, and the changes in
fair value are reflected in the Consolidated Statements of Income.

The RLCs (representing forward commitments to fund loans which will be held for
sale) are also considered derivatives and are valued at estimated fair market
value based on prevailing interest rates, expected servicing release premiums
and the assumed probability of closing (pull-through). The assumption of a given 
pull-through percentage also enters into the determination of the volume of 
forward contracts. Pull-through assumptions are continually monitored for 
changes in the interest rate environment and characteristics of the pool of
RLCs. Differences between pull-through assumptions and actual pull-through could 
result in a mismatch in the volume of forward contracts corresponding to RLCs
and lead to volatility in margins on the loan products ultimately delivered.

At December 31, 2002, the Company's mortgage subsidiary held an investment in
forward mortgage contracts with a notional value of $75 million. These contracts
hedge interest rate risk associated with RLCs and closed loans not allocated to
a forward commitment. Adjustment of the forward mortgage contracts to fair value
resulted in a $700,000 write-down at December 31, 2002, while the adjustment to 
market value on RLCs yielded a $1.8 million increase over the prior year. The
market valuation of RLCs at December 31, 2002 assumes 68.4% RLC pull-through. If 
actual pull-through in succeeding months proves to be more or less than 68%, the 
full market value of RLCs may or may not be realized and/or the valuation of
RLCs may change. The valuation of RLCs is considered critical because of the
impact of borrower behavior and the impact that this behavior pattern will have
on the pull-through ratio during times of significant rate volatility. Customer 
behavior is modeled by a mathematical tool based upon historical pull-through 
experience; however, substantial volatility can be and was experienced in 2002,
as a result of the continued decline in mortgage rates experienced in the latter
half of 2002 and, as a result, daily pull-through varied significantly over this 
time period. For the year ending December 31, 2002, the Company incurred $8.1
million in the cost of forward mortgage derivative contracts to originate and
sell $791.8 million in loans in comparison to the prior year where $621.6
million in loans were sold with underlying forward mortgage contracts that cost
$1.6 million. The significant increase in hedging cost demonstrates the
potential volatility to earnings and the sensitivity to pull-through 
assumptions.

                                    (PHOTO)
             Partnerships like this are built on trust, Kay Bayless



              of Princeton, West Virginia, and John Bowling of FCB.
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EXPANSION

RECENT AND PENDING ACQUISITIONS

On November 30, 2002, the Company acquired Monroe Financial, Inc. and its
banking subsidiary, Bank of Greenville, at a cost of $1.96 million. Bank of
Greenville's three branch facilities, Greenville and Lindside in Monroe County,
West Virginia, and Hinton in Summers County, West Virginia, were simultaneously
merged with and into the Bank. The completion of this transaction resulted in
the addition of $29.8 million in assets, including $17.4 million in loans and
added an additional $28.0 million in deposits to the Bank. The excess of the
fair market value of the net assets acquired over purchase price of $1.27
million was reallocated to the non-financial assets acquired. 

On January 27, 2003, the Company announced the signing of a definitive merger
agreement pursuant to which the Bank will acquire The CommonWealth Bank, a
Virginia-chartered commercial bank ("CommonWealth Bank"), for total 
consideration of approximately $25.0 million. Under the terms of the merger
agreement, each share of CommonWealth Bank common stock issued and outstanding
immediately prior to the merger shall become and be converted into the right to
receive either $30.50 in cash or a number of whole shares of the Company's
common stock as determined by dividing $30.50 by the average closing price of
the Company's common stock during a specified period preceding the merger
agreement, plus cash in lieu of any fractional share interest. The cash/stock
allocation is subject to procedures set forth in the merger, as amended, which
permits CommonWealth shareholders to elect to have up to 50% of their
outstanding shares converted into the right to receive cash. The merger is
expected to close during the second quarter of 2003, pending the receipt of all
requisite regulatory approvals and the approval of CommonWealth Bank's
shareholders. At December 31, 2002, CommonWealth Bank had total assets of $134.1
million, net loans of $106.2 million and total deposits of $107.3 million.

In January 2003, the Bank completed the acquisition of Stone Capital Management,
Inc. This acquisition will expand the Bank's operations to include a broader
range of financial services, including wealth management, asset allocation,
financial planning and investment advice. Stone Capital at December 31, 2002,
had total assets of $94 million under management. Stone Capital will continue to
operate under its name in conjunction with First Community's Trust and Financial
Services Division.

                                    (PHOTO)

               "We're broadening our base and geographic reach as
                we take a stronger foothold in Virginia and North
                Carolina," said President and CEO, John M. Mendez
                                   pictured with Robert L. Buzzo,
                       Robert L. Schumacher and E. Stephen Lilly.

Monroe Financial, Inc.        Bank of Greenville     The CommonWealth Bank

Stone Capital Management
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COMMITMENT TO
     EXCELLENCE

SUMMARY FINANCIAL RESULTS

Net income for 2002 was $24.7 million, up $5.6 million from $19.1 million in
2001 and up $7.6 million from 2000 net income of $17.1 million. Basic and



diluted earnings per share for 2002 were $2.49 and $2.48, respectively, up from
basic and diluted earnings per share of $1.92 each and $1.78 each in 2001 and
2000, respectively. The change in basic earnings per share to $2.49 represents
an increase of 29.7% compared to $1.92 per share in 2001. Due to the adoption of
a new accounting standard on January 1, 2002, and the application of another new
accounting standard retroactively applied to January 1, 2002, the Company
discontinued the amortization of goodwill, subject to annual impairment testing.
On a comparative basis, without goodwill amortization, the prior year basic and
diluted earnings per share would have been $2.11. On a fully comparative basis
without goodwill amortization, the current year income increased 18% per
dilutive share. The most significant factors contributing to the increase in net
income were a $10.8 million increase in net interest income, a $926,000 decrease
in the provision for loan losses due to improvement in overall loan quality, and
a $2.15 million reduction in goodwill amortization due to the adoption of
Financial Accounting Standards Board ("FASB") Statements No. 142 and 147 in
2002. These factors were partially offset by an increase of approximately $3.4
million in salaries and benefits and a $2.3 million increase in other operating
expenses.

The improvement in net interest income was largely the result of an increase in
average earning assets of $180.3 million. The yield on these assets decreased 81
basis points between 2001 and 2002, but was offset by a 118 basis point decrease
in the cost of interest-bearing liabilities. The impact of these rate and volume 
changes was an increase in the net interest rate spread from 3.91% to 4.29% for
the year 2002, a 38 basis point increase between 2001 and 2002. The Company's
tax equivalent net interest margin of 4.76% for 2002 reflects an increase of 21
basis points compared to 2001 when the tax equivalent yield was 4.55%. Interest
expense was managed through the use of a combination of retail deposits, Federal
Home Loan Bank borrowings, and active product pricing and marketing strategies
in the low rate environment.

The Company's key profitability ratios of Return on Average Assets (ROA) and
Return on Average Equity (ROE) compare favorably with the average of the
Company's national peer ratios of 1.19% and 13.74%, respectively, based on the
September 2002 Bank Holding Company Performance Report. ROA, which measures the
Company's stewardship of assets, was at 1.68%, compared to 1.49% in 2001 and
1.51% in 2000. ROE for the Company increased to 17.16% in 2002, compared to
14.80% in 2001 and 15.70% in 2000. ROE was impacted positively by increases in
the current year earnings and an increase in the Company's leverage position.

                                  NEIGHBORHOOD
                SERVICE IS OUR HIGHEST PRIORITY AT ALL LOCATIONS
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Raymond Hall of FCB serves local companies like Artistic Woodworkers of
Bluewell, West Virginia.

With the adoption of FASB Statement No. 142, the Company ceased amortization of
certain goodwill beginning January 1, 2002, as required by the Statement, and
with the adoption of Statement 147 in October 2002, amortization of remaining
goodwill associated with branch acquisitions was discontinued. Cessation of such
amortization decreased goodwill expense in 2002 by $2.15 million compared to
2001. This resulted in an additional $1.9 million in after tax net income, or
$0.19 per share, in comparison to the prior year.

Non-interest income for 2002 which primarily consists of fiduciary earnings, 
service charges on deposit accounts and mortgage banking income, remained fairly
consistent with the prior year as a result of continued strength in mortgage
banking and consistent earnings derived from deposit account charges. Service
charges on deposit accounts increased through growth in accounts and improved
usage of deposit programs. The level of total non-interest income in 2002 in 
comparison to the prior year was maintained despite a securities write-down of 
$576,000 as more fully described under "Results of Operations -- Non-interest 
Income."

Operating expense for 2002, which included salaries and benefits, increased by
$4.3 million from $38.0 million reported for 2001 to $42.3 million in 2002. The
cost increases reflect the increased commission payments at UFM related to the
substantial increase in the volume of loans originated and sold, the full year
impact of four branches acquired in the fourth quarter of 2001, and additional



banking facilities opened in Athens, West Virginia, and Emporia and Bluefield,
Virginia.
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RESULTS

SUMMARY FINANCIAL RESULTS CONTINUED 

The increase in net income between 2000 and 2001 of $2.0 million or 12.1% was
driven by a $7.8 million increase in non-interest income and a $3.8 million 
increase in net interest income. The improvement in net interest income was the
result of continued strong loan demand as indicated by the 7.4% increase in
loans outstanding, excluding loans acquired through branch acquisitions in
December 2001. In addition, increased mortgage banking activity stemming from
the lower interest rate environment during 2001 caused loans held for sale at
December 31, 2001 to, increase by 466.4%. As a result of the change in the
volume of loans, interest and fees on loans outpaced the preceding year,
increasing $7.1 million from $68.4 million in 2000 to $75.5 million in 2001.

In 2001, the Company's cost of funds experienced a $3.0 million dollar increase
over 2000, as the level of deposits and borrowings also increased. The rate paid
on interest-bearing liabilities declined by 22 basis points to 4.21% while the 
yield on earning assets declined 58 basis points to 8.13%, resulting in a tax
equivalent net interest margin of 4.55% for the year compared to 4.86% in 2000.

Operating costs in 2001 included depreciation and certain expenses which
reflected a substantial investment in the future of the Company as over $3.0
million was invested in technology upgrades, image campaigns and marketing
programs. Operating expense for 2001 increased by $7.0 million from $31.0
million for 2000 to $38.0 million in 2001. This increase included the increased
operating costs at UFM related to the substantial increase in the volume of
loans originated and sold, the full year impact of Citizens Southern Bank which
was acquired in the fourth quarter of 2000, additional banking facilities
including the new Athens, West Virginia, branch and the four branches acquired
in December 2001.

                                    (PHOTO)

                                   Earning the respect from customers.
             Glenn Hawkins, owner of Hawkins Supply and Fertilizer, of
          Emporia, Virginia, and Cheryl Allen of FCB discuss business.

Table 6

Return on Average Equity (%)
                    
98                     13.02
99                     16.23
00                     15.70
01                     14.80
02                     17.16
</Table>
                                  PERFORMANCE
                       RETURN ON AVERAGE EQUITY OF 17.16%
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 FIVE-YEAR SELECTED FINANCIAL DATA  
  (Amounts in Thousands, Except Percent and Per Share Data)

Table 7

                                                   2002         2001         2000         1999        1998 
                                               ----------   ----------   ----------   ----------   ---------- 
                                                                                           
BALANCE SHEET SUMMARY (at end of period):
Loans, net of unearned income                  $  927,621      904,496      811,256      704,096      611,493



Loans held for sale                                66,364       65,532       11,570          N/A          N/A
Allowance for loan losses                          14,410       13,952       12,303       11,900       11,404
Securities                                        341,899      395,891      283,298      290,873      277,210
Total assets                                    1,524,363    1,478,235    1,218,017    1,088,162    1,053,988
Deposits                                        1,139,727    1,078,260      899,903      833,258      875,996
Other indebtedness                                124,357      145,320      138,015       10,218       18,176
Stockholders' equity                              152,462      133,041      120,682      103,488      101,719
SUMMARY OF EARNINGS:
Total interest income                          $   96,204       92,829       85,958       76,492       81,213
Total interest expense                             35,008       42,409       39,379       32,250       38,128
Provision for loan losses                           4,208        5,134        3,986        2,893        6,250
Non-interest income                                20,049       20,275       12,492       10,732       11,182 
Non-interest expense                               42,269       38,025       30,968       27,457       28,752 
Income tax expense                                 10,049        8,402        7,054        7,722        6,164
Net income                                         24,719       19,134       17,063       16,852       13,101
PER SHARE DATA:
Basic earnings per common share               $      2.49         1.92         1.78         1.75         1.35
Diluted earnings per common share                    2.48         1.92         1.78         1.75         1.35
Cash dividends                                       1.00         0.89         0.86         0.80         0.76
Book value at year-end                              15.42        13.39        12.14        10.78        10.55 
SELECTED RATIOS:
Return on average assets                      %      1.68         1.49         1.51         1.62         1.24
Return on average equity                            17.16        14.80        15.70        16.23        13.02
Dividend payout                                     40.16        46.35        48.31        45.71        56.30
Average equity to average assets                     9.79        10.05         9.64         9.96         9.50
Risk-based capital to risk-adjusted assets          13.33        12.10        12.93        13.22        13.25 
Leverage ratio                                       8.10         7.93         8.37         8.25         7.37
</Table>
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SHAREHOLDER VALUE

COMMON STOCK AND DIVIDENDS 

The Company's common stock trades on the NASDAQ Small-Cap Market under the 
symbol FCBC. On December 31, 2002, First Community's year-end common stock price 
was $30.76, a 14.8% increase over the $26.79 closing price on December 31, 2001.

Book value per common share was $15.42 at December 31, 2002, compared with
$13.39 at December 31, 2001, and $12.14 at the close of 2000. The year-end 
market price for First Community common stock of $30.76 represents 199.5% of the
Company's book value as of the close of the year and reflects total market
capitalization of $304.2 million. Utilizing the year-end market price and 2002 
diluted earnings per share, First Community common stock closed the year trading
at a price/earnings multiple of 12.4 times diluted earnings per share.

Cash dividends for 2002 totaled $1.00 per share, up $0.11 or 12.36% from the
$0.89 paid in 2001. The 2002 dividends resulted in a cash yield on the year-end 
market value of 3.25%. Total dividends paid for the current and prior year
totaled $9.9 million and $8.9 million, respectively.

                                    (GRAPH)

Table 8

Dividends Per Share ($)
                
98                 0.76
99                 0.80
00                 0.86
01                 0.89
02                 1.00
</Table>

                                                     FIRST COMMUNITY BANK, N. A.
                                                              BOARD OF DIRECTORS

                                                                      Front Row:
                                  Sam Clark, I. Norris Kantor, W.W. Tinder, Jr.,



                                 B.W. Harvey, Dale F. Woody and Juanita G. Bryan

                                                                     Second Row:
                            Richard G. Rundle, Robert L. Buzzo, K.A. Ammar, Jr.,
                         John M. Mendez, William P. Stafford and Allen T. Hamner

                                                                           Back:
                                 James P. Bailey, A.A. Modena, Clyde B. Ratliff,
                                 Robert E. Perkinson, Jr., D.L. Bowling, Jr. and
                                                         William P. Stafford, II
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Table 9

                                            Book
                          Bid               Value    Cash Dividend
                    High        Low       Per Share    Per Share
                  --------    --------    ---------  ------------- 
                                                
2002
First Quarter     $  30.75    $  25.36    $  13.67     $   0.25
Second Quarter       33.00       28.00       14.50         0.25
Third Quarter        33.10       28.00       15.10         0.25
Fourth Quarter       33.33       29.17       15.42         0.25
                                                       -------- 
                                                       $   1.00
                                                       ========

2001
First Quarter     $  18.88    $  17.13    $  12.64     $   0.21
Second Quarter       30.00       17.85       12.85         0.21
Third Quarter        33.80       29.75       13.33         0.21
Fourth Quarter       31.60       23.75       13.39         0.26
                                                       -------- 
                                                       $   0.89
                                                       ========
</Table>
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RESULTS OF
     OPERATIONS

NET INTEREST MARGIN 

Net interest margin measures net interest income as a percentage of average
earning assets. In 2002, the net interest margin was 4.76% for the year, above
the 4.55% and slightly below the 4.86% levels attained in 2001 and 2000,
respectively. The current year's increase was due in large part to the combined
effect of a $180.3 million increase in average earning assets, and a general
decline in the cost of funds, which was partially offset by a decline in the
yield on earning assets. The associated reductions in loan and investment yields
were the result of the declining interest rate environment experienced beginning
in 2001 and continuing into 2002.

Average loans, which include loans held for sale, increased $89.0 million in
volume, which resulted in an increase of $400,000 in interest and fees on loans,
on a tax equivalent basis, despite the decline in the yield on total loans from
8.56% to 7.82%. Average investment securities available for sale increased $91.0
million over 2001, producing an additional $3.8 million in interest revenue
while the yield declined from 6.57% in 2001 to 5.92% by year-end 2002. The 
slight increase in yield on investment securities held to maturity was offset by



a decrease in the average balance to $41.0 million in 2002 as compared to the
average balance of $42.2 million in 2001, resulting in a $70,000 decrease in
interest income on such investment securities. The increase in average loan and
security volume was partially offset by a reduction in yield on the underlying
assets. Total tax equivalent interest income increased $3.6 million. Despite
volume increases in average interest-bearing deposits of $131.3 million, the 
Company experienced an overall decrease in interest on total deposits of $6.5
million due to the decline in the cost of funds. Short-term borrowings, 
including retail repurchase agreements with existing bank customers and Federal
Home Loan Bank ("FHLB") advances increased $17.5 million and experienced an 85
basis point decline in the cost of these funding sources. In 2002, significant
increases in the loan portfolio were funded with a combination of increased
deposits and short-term borrowings. 

                                    (GRAPH)

Table 10

Net Interest Margin (%)
                
98                 4.81
99                 5.03
00                 4.86
01                 4.55
02                 4.76
</Table>
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NET INTEREST INCOME 

The primary source of the Company's earnings is net interest income, the
difference between income on earning assets and the cost of funds supporting
those assets. Significant categories of earning assets are loans and securities
while deposits and short-term borrowings represent the major portion of 
interest-bearing liabilities. 

On a tax equivalent basis, net interest income increased $11.1 million, or 20.5%
in 2002 compared to an increase of $4.1 million, or 8.3% in 2001, in each case,
over the prior year. The increase in 2002 was the net result of an $8.7 million
increase due to the higher volume of interest-earning assets and 
interest-bearing liabilities and a $2.4 million increase due to changes in rates 
on these assets and liabilities. The increase in net interest income in 2002 was
primarily due to a $180.3 million or 15.2% increase in average earning assets
over 2001. The increase in 2002 average earning assets was the result of an
$89.0 million increase in average total loans, an $89.8 million increase in
average investment securities and a $3.2 million increase in other interest
yielding deposits. The cost of all interest bearing liabilities decreased to
3.03% in 2002, compared to 4.21% in 2001.

Average interest-bearing liabilities increased $148.7 million in 2002, which 
included a $131.3 million increase in interest-bearing deposits, a $26.1 
increase in fed funds purchased and repurchase agreements and an $8.7 million
decrease in short-term borrowings and other indebtedness. Additionally, there 
was a $22.6 million increase in average non-interest bearing demand deposits 
compared to the prior year. The acquisition of Bank of Greenville in the fourth
quarter of 2002 accounted for only $2.0 million of the average interest-bearing 
deposit balance increase in 2002 while the branch acquisitions in the fourth
quarter of 2001 accounted for approximately $94.0 million.

The increase in net interest income in 2001 was primarily due to a $161.1
million or 15.7% increase in average earning assets over 2000. The 2001 increase
in average earning assets was the result of a $137.4 million increase in average
total loans, an $8.5 million increase in average investment securities and a
$15.8 million increase in average interest-bearing deposits. The net yield on 
earning assets was 8.13% in 2001, compared to 8.71% in 2000, while the cost of
funds was 4.21% in 2001, compared to 4.43% in 2000.

Average interest-bearing liabilities increased $118.8 million in 2001, which is 
largely attributable to increases in deposits of $76.4 million and a $42.3
million increase in short-term borrowings and other indebtedness. Additionally, 
there was a $17.6 million increase in average non-interest bearing demand 
deposits compared to the prior year.



                                    (GRAPH)

Table 11

Tax Equivalent Net Interest Income ($)
      (Amounts in thousands)    
                             
98                              46,426
99                              47,676
00                              49,870
01                              54,001
02                              65,056
</Table>
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OBJECTIVE
     MEASUREMENTS

PROVISION FOR LOAN LOSSES 

The provision for loan losses was $4.2 million in 2002, $5.1 million in 2001 and
$4.0 million in 2000. The provision and underlying allowance for loan losses is
quantified through a series of objective measurements, evaluation of economic
indications and estimation of levels of probable losses within the population of
loans that portray inherent weaknesses.

The current year provision of $4.2 million decreased by more than $900,000 from
2001 in response to continuing improvements in asset quality in the current year
and only modest growth in the loan portfolio year over year. The decline in the
provision is consistent with the noted improvements in all categories of
non-performing loans and other real estate owned. The 2001 provision of $5.1 
million was elevated in comparison to 2000 in response to usual consumer
charge-offs in 2001 coupled with larger charge-offs of commercial credits as the 
Company pursued workout and resolution of two commercial loans in non-accrual 
status. See the further discussion under "Balance Sheet Discussion -- Allowance 
for Loan Losses."

(PHOTO)
SAMUEL L. ELMORE
Senior Vice President 
and Chief Credit Officer
First Community Bank, N. A.

NON-INTEREST INCOME  

Non-interest income primarily consists of fiduciary income on trust services, 
service charges on deposit accounts and income derived from the origination and
sale of mortgages. Non-interest income totaled $20.1 million in 2002, which is 
substantially unchanged from the $20.3 million recognized in 2001 and a $7.60
million or 60.5% increase over the 2000 total of $12.5 million.

The current year reflects a net increase in the level of service charges on
deposit accounts of $1.1 million or an 18.3% increase. The prior year also
reflected increases over 2000 in this category of non-interest revenues of $2.0 
million, or 48.9%. The increases in both 2002 and 2001 can be largely attributed
to a program developed for well managed demand deposit accounts,
OverdraftHonor(R), that allows the customer greater flexibility in managing
overdrafts to their accounts. As a result of this program, approximately $5.4
million in deposit account charges were recorded in 2002 in contrast to the $4.6
million recorded in 2001. The aforementioned deposit account program was
introduced in the latter part of 2000 and is the primary reason for the increase
to $7.1 million in service charges on deposit accounts recorded in 2002.

The Company's mortgage banking segment recognized $9.4 million in mortgage
banking income in 2002, which is primarily comprised of origination fees, gains
on loan sales, and hedging costs on mortgage derivative commitments. All loans
are sold servicing released. The level of mortgage banking income declined
slightly from the prior year level of $9.6 million. The decrease, despite
increased loan applications, is attributable to lower margins recognized on loan
sales in the third and fourth quarters of 2002. The reduction in margin is
attributable to lower than anticipated pull-through rates (closings versus 



commitments) as mortgage rates fell to record lows and the earnings on a portion
of the loan commitments outstanding were not realized. Higher than anticipated
hedging cost reduced the margin on loan sales by approximately $1.1 million in
2002 due to the increased cost of mortgage derivative
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commitments used to hedge the price volatility of loan commitments. The
inability of the mortgage company's hedge model to accurately predict loan
fallout percentages experienced in the third and early in the fourth quarter
2002 resulted in higher than predicted fallout. This fallout was due to loan
applicants who "opted out" of the mortgage company's process prior to closing
and, instead, reapplied elsewhere or simply waited on the sidelines for more
declines in mortgage rates, as they continued to decline to historically
unprecedented lows. The hedge model, which predicted the need to invest at a
specified level based upon historic information, failed to predict the sudden
increase in fallout, and in turn, hedge volume was elevated when measured
against the loan commitments which ultimately closed.

UFM originated and sold $791.8 million in loans during 2002 in comparison to the
prior year's volume of $621.6 million. The corresponding sale of loans resulted
in gross gains on sales during 2002 and 2001 of $12.9 million and $7.5 million,
respectively. Elevated hedge costs in 2002 and increased expense associated with
the higher volume of origination resulted in a drop in mortgage banking pre-tax 
earnings from $2.0 million in 2001 to $798,000 in 2002. Pretax earnings for 2002
were further reduced by a $400,000 payment to a former mortgage company
executive to acquire a non-compete agreement on his termination of employment. 

In the third quarter of 2002, management implemented various procedures to
better manage the mortgage division, loan pipeline and hedging process,
including the establishment of a committee to oversee risk management activities
of UFM. Committee members meet weekly to measure the ongoing effectiveness of
the mortgage delivery and hedging process. In addition, daily monitoring is
performed to determine that the adequate level of hedge is carried commensurate
with the volume of loans hedged and the implied volatility of the market for
mortgage securities.

FIDUCIARY INCOME 

Fiduciary income continued at the $1.8 million level again in 2002 as it did in
2001 and 2000. The level of trust and estate revenues remained relatively
consistent in 2002 even though the total market value of the assets managed
declined during 2002. The volume of revenue generated from sources such as
trust, estate and asset management services is highly dependent upon the
corresponding assets under management and can be cyclical in nature. Trust
revenues, as described above, are comprised of fees for asset management and
estate settlement. Expenses associated with the operation of the Trust and
Financial Services Division are included in non-interest expense. 

                                                       (continued on next page)

                                    (GRAPH)

Table 12

Fiduciary Revenues ($)
(Amounts in thousands)
              
98               1,682
99               2,092
00               1,804
01               1,815
02               1,773
</Table>
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TRUST



FIDUCIARY CONTINUED 

Other service charges, commissions and fees of approximately $1.4 million also
remained relatively consistent in 2002, 2001 and 2000. These fees are dependent
upon customer behaviors and usage of the various products and services of the
Company and are transaction oriented revenues. Other service charges,
commissions and fees declined by $55,000 in 2002 compared to 2001 and increased
by $74,000 in 2001 versus 2000. Revenues in this category include, among others,
commissions on sales of credit life insurance, sales of checking supplies, ATM
surcharge revenues and safe deposit box rents.

During 2002, the Company experienced a net loss from available for sale
securities of approximately $390,000. The loss resulted from an
other-than-temporary write-down of a municipal issue within the portfolio of 
$576,000 and losses from the sale of securities of $313,000. These losses were
partially offset by gains resulting from securities sold and called of $496,000.
During 2001, a net gain of $181,000 was realized as a result of the sale of
available for sale securities with gains of $209,000 and losses of $28,000.

The increase in total non-interest income in 2001 of $7.8 million in comparison 
to 2000 was driven by the impact of loan origination income generated by UFM,
adding an additional $4.9 million in revenues in 2001 versus 2000, while the
OverdraftHonor(R) deposit account program generated an additional $2.0 million
in non-interest income in 2001. 

NON-INTEREST EXPENSE  

Non-interest expense consists of salaries and benefits, occupancy, equipment and 
all other operating expense incurred by the Company. Non-interest expense 
totaled $42.3 million in 2002, compared with $38.0 million and $31.0 million in
2001 and 2000, respectively. The increase in non-interest expense in 2002 of 
$4.3 million is primarily attributable to a $3.4 million increase in salaries
and benefits, $1.0 million of which was due to the acquisition of the four
branches in the fourth quarter of 2001, along with a $700,000 increase in
salaries and commissions in the mortgage operations of UFM (primarily
attributable to increased loan production) and a general increase in salaries as
staffing needs at several locations were satisfied in order to support added
corporate services and continued branch growth. In addition, the combined impact
of increases in other non-interest expense categories of $800,000 is 
attributable to increased operating expenses from the branch acquisitions
($380,000), increased operations of UFM ($820,000) and additional increases of
$1.6 million in other non-interest expense categories including costs associated 
with occupancy and facilities maintenance, data communications and marketing
campaigns. These expenses were offset by the decline and goodwill amortization
of $2.0 million.

The $7.1 million increase in non-interest expense in 2001 relates largely to the 
impact of the operation of UFM of $3.1 million over the prior year because of
substantial increases in loan production and the addition of new branches during
2001. Additional operating cost increases were experienced in 2001 due to the
full year's operations of Citizens Southern Bank, which was acquired in the
fourth quarter of 2000 and the new branch acquisitions in December 2001. Other
increases in 2001 included the cost of consolidating the Company's customer
databases and the undertaking of substantial marketing campaigns.
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Occupancy expense increased $259,000 or 9.9% between 2001 and 2002, and $133,000
or 5.4% between 2000 and 2001. The current year's increase primarily consists of
$160,000 related to the full year's occupancy costs of the branch facilities
purchased in fourth quarter 2001, and additional costs of $70,000 associated
with UFM. The $133,000 increase between 2000 and 2001 was also largely due to a
full year's operations of branch facilities added through the Citizens Southern
acquisition as well as a general level of increased maintenance costs throughout
the Company.

With the adoption of FASB Statement No. 142, the Company ceased amortization of
certain goodwill beginning January 1, 2002, as required by the Statement and
with the adoption of Statement 147 in October 2002, amortization of remaining
goodwill associated with branch acquisitions was discontinued. Cessation of such
amortization decreased goodwill expense in 2002 by $2.15 million compared to
2001. This resulted in an additional $1.9 million in after tax net income in
comparison to the prior year.



Other operating expense also increased by $2.3 million in 2002 compared to 2001.
These accounts include increases in other operating costs associated with UFM of
$700,000 (tied to increased loan production and the payment of a $400,000
non-compete fee to the retiring president of UFM in connection with his 
departure). Other increased expenses, largely due to the acquisition of the new
branches, included an increase in telephone and data communications expense of
$237,000, an increase in ATM service fees of $162,000 and an increase in courier
and travel expense of $214,000. Advertising expense was also up $114,000 in
comparison to last year due to ad campaigns for new products and branch
promotions. A litigation settlement led to reimbursement of legal costs which
reduced legal fees by $150,000 in 2001. The increase in other operating expense
in 2001 compared to 2000 of $2.9 million was largely impacted by the substantial
increase in loan volume and the corresponding cost associated with the
implementation of the wholesale loan origination program at UFM ($1.1 million)
and other increases in advertising, ATM fees, correspondent bank fees and data
processing costs relative to the increased infrastructure, size and needs of the
Company.

                                    (PHOTO)

Financial collaboration with attorneys Meade Snyder 
and Jim Snyder of Clifton Forge, Virginia
and R. Mason Cauthorn of FCB.
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STEWARDSHIP

OVERHEAD AND EFFICIENCY RATIOS 

The Company's net overhead ratio (non-interest expense less non-interest income 
excluding security gains and non-recurring gains divided by average earning 
assets) is a measure of its ability to manage and control costs. As this ratio
decreases, more of the net interest income earned is realized as net income. The
net overhead ratios for 2002, 2001 and 2000 were 1.48%, 1.39% and 1.64%,
respectively. Improvement in the 2001 ratio reflected substantial increases in
non-interest revenues associated with UFM and the Company's restructured product 
set. The slight increase in the overhead ratio for 2002 reflects the relative
stability of non-interest income coupled with the increased salaries and 
benefits associated with the first full year of operations of various branches,
the increased costs associated with commissions paid at UFM and a one-time 
charge of $400,000 representing the cost of a non-compete agreement with UFM's 
retiring president.

The Company's efficiency ratio also measures management's ability to control
costs and maximize net revenues. The efficiency ratio is computed by dividing
non-interest expense by the sum of net interest income plus non-interest income 
(all non-recurring items and amortization of intangibles are excluded). The 
efficiency ratios for 2002, 2001 and 2000 were 51.0%, 47.8% and 45.8%,
respectively. Increases in the current and prior year are reflective of the
higher operating costs incurred by UFM in the development of its wholesale
division which began production in the latter part of 2000 as well as the Bank's
addition of new branch facilities from the branch acquisitions completed in
December 2001, the fourth quarter 2001 branch facility constructed in Athens,
West Virginia, plus the addition of new Emporia and Bluefield, Virginia,
branches in 2002.

                                    (GRAPH)

Table 13

Net Overhead Ratio (%)
               
98                2.06
99                1.96
00                1.64
01                1.39
02                1.48
</Table>
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                        THROUGH SOLID BUSINESS PRACTICES
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INCOME TAX EXPENSE 

Income tax expense totaled $10.0 million in 2002, compared with $8.4 million in
2001 and $7.1 million in 2000. The $1.6 million increase in 2002 is reflective
of the higher level of pre-tax earnings in 2002 as is the $1.3 million increase 
between 2000 and 2001. Pre-tax earnings increased $7.2 million between 2001 and 
2002, including $6.8 million in tax-exempt earnings generated from state and 
municipal bonds within the Company's investment portfolio and lower levels of
state income tax.

The major difference between the statutory tax rate and the effective tax rate
(income tax expense divided by pre-tax income) results from income not taxable 
for federal income tax purposes. The primary category of non-taxable income is 
that of state and municipal securities and industrial revenue bonds and tax-free 
loans. The effective tax rate for 2002 was 28.9% compared with 30.5% for 2001
and 29.3% in 2000. The reduction in the Company's effective tax rate in 2002 was
partially attributable to the cessation of amortization of non-deductible 
goodwill.

                                    (PHOTO)
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Third Row:
William P. Stafford, II
and A.A. Modena

                                       25

BALANCE SHEET
     DISCUSSION

SECURITIES HELD TO MATURITY 

Investment securities held to maturity are comprised largely of U.S. Agency
obligations and state and municipal bonds. Obligations of States and Political
Subdivisions represent the largest portion of the held to maturity portfolio and
totaled $40.3 million at December 31, 2002. These are comprised of high-grade 
municipal securities generally carrying AAA bond ratings, most of which also
carry credit enhancement insurance by major insurers of investment obligations.

The average final maturity of the investment portfolio decreased from 9.79 years
in 2001 to 9.06 years in 2002 with the tax equivalent yield increasing from
8.59% at year-end 2001 to 8.62% at the close of 2002. The average maturity of 
the investment portfolio, based on market assumptions for prepayment, is reduced
to 3.3 years and 4.2 years at December 2002 and 2001, respectively. The average
maturity data differs from final maturity data because of the use of assumptions
as to anticipated prepayments.

SECURITIES AVAILABLE FOR SALE 

At December 31, 2002, the Company had $300.9 million in securities available for
sale, compared with $354.0 million at year-end 2001, a decrease of $53.1 million 
or 15.0%. During the year, $41.5 million in securities were purchased. However,



these increases were offset by maturities, calls, and mortgage-backed security 
principal payments and prepayments of $94.8 million and sales of $15.9 million.

The fair value of securities available for sale exceeded book value at year-end 
2002 by $11.3 million. The increase in the fair value of the securities
available for sale is a result of the decline in market rates for comparable
securities. When market rates decrease, as they did in 2002, the prices of the
securities in the Company's portfolio rise. The tax equivalent purchase yield on
securities available for sale was 6.32% in 2002 and 6.52% in 2001.

The average final maturity of the available for sale portfolio was 13.5 years
and 14.8 years at December 31, 2002, and 2001, respectively. The decrease in
average final maturity was the result of the $94.8 million in calls, principal
payments and prepayments that occurred as a result of the declining interest
rate environment. The average maturity of the portfolio, based on market
assumptions for prepayment, was 2.9 years and 5.4 years, respectively, at
December 31, 2002, and 2001, substantially shorter than the average final
maturity.

Securities available for sale are used as part of management's asset/liability
strategy. These securities may be sold in response to changes in interest rates,
changes in prepayment risk, for liquidity needs and other factors. These
securities are carried at market value.

                                    (PHOTO)
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LOAN PORTFOLIO 

Loans Held for Sale: Loans held for sale were $66.4 million at December 31,
2002, compared with $65.5 million at December 31, 2001, an increase of just
under $1.0 million, or 1.4%. Secondary market loan demand remains strong as a
result of the favorable interest rate environment for borrowers. At December 31,
2002, refinance applications represented approximately 85% of the total volume
of loan commitments outstanding at year-end. Loans originated for sale and 
funded during the current year were $791.8 million versus $621.6 million in
2001.

                                  (PIE CHART)

Table 14

2002
                                       
Real Estate - Commercial                  30.80% 
Real Estate - Construction                 7.80% 
Real Estate - Residential                 39.30% 
Commercial, Financial & Agricultural        8.0%
Loans to Individuals                      14.10%
</Table>

                                  (PIE CHART)

Table 15

2001
                                       
Real Estate - Commercial                  28.70% 
Real Estate - Construction                 8.60% 
Real Estate - Residential                 36.80% 
Commercial, Financial & Agricultural       10.7%
Loans to Individuals                      15.20%
</Table>

Loans Held for Investment: Loans held for investment net of unearned income,
were $927.6 million at December 31, 2002. The increase of $23.1 million
represents 2.6% growth from the $904.5 million level at December 31, 2001. The
fourth quarter acquisition of The Bank of Greenville accounted for $17.4 million
of this growth. The addition of these loans did not materially affect the



distribution of loan product types within the portfolio.

The held for investment loan portfolio is geographically diversified among loan
types and industry segments. Commercial and commercial real estate loans
represent 38.8% of the total portfolio. During 2002, commercial real estate
loans increased by $26.1 million to $285.8 million and comprised 30.8% of total
loans. Commercial loans decreased by $22.5 million to $74.2 million and
represented 8.00% of total loans. The decline in commercial loans was partially
the result of the payoff of several large commercial loans. The combined
commercial and commercial real estate sectors increased by only $3.7 million, or
1.03% in 2002. Real estate construction loans, which amounted to $72.3 million,
and comprised 7.8% of the portfolio, decreased by $5.1 million in 2002. This
category includes both residential and commercial construction with the decrease
attributable to completion of a number of development projects during 2002.
Additionally, consumer loans decreased by $6.6 million, or 4.8%, to $130.5
million at the close of 2002. Consumer loans represented 14.1% of the portfolio
at the close of 2002. Residential real estate loans amounted to $364.1 million,
an increase of $31.4 million, or 9.4% in 2002 and represented 39.3% of the total
portfolio at the end of 2002. This increase is the result of lower residential
mortgage rates during 2002 and the acquisition of Bank of Greenville.
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STANDARDS

The total loans held for investment to deposit ratio, a measure of the volume of
loans supported by the customer deposit base, declined to 81.4% at December 31,
2002, from the prior year level of 83.9%. The decrease in the loan to deposit
ratio is reflective of the $23.1 million increase in the loan portfolio
(excluding loans held for sale) coupled with a larger and offsetting increase in
deposits of $61.5 million. As a result of the Greenville acquisition completed
in the fourth quarter of 2002, the Company also acquired $28.0 million in
deposits. The additional deposits and loans acquired in the acquisition
accounted for approximately 45.6% and 75.3%, respectively, of the total annual
increase in deposits and loans held for investment, respectively.

Slower growth in the loan portfolio in 2002 reflects the highly competitive
environment for both commercial and residential lending as customers continually
seek refinance opportunities. Slower economic conditions in some of the
Company's lending markets have also resulted in fewer requests for new credit
and greater competition from competing banks and non-bank lenders. 

ALLOWANCE FOR LOAN LOSSES 

The allowance for loan losses is maintained at a level sufficient to absorb
probable loan losses inherent in the loan portfolio. The allowance is increased
by charges to earnings in the form of provisions for loan losses and recoveries
of prior loan charge-offs, and decreased by loans charged off. The provision for 
loan losses is calculated to bring the reserve to a level, which, according to a
systematic process of measurement, is reflective of the required amount needed
to absorb probable losses.

Management performs monthly assessments to determine the appropriate level of
allowance. Differences between actual loan loss experience and estimates are
reflected through adjustments that are made by either increasing or decreasing
the loss provision based upon current measurement criteria.

Commercial, consumer and mortgage loan portfolios are evaluated separately for
purposes of determining the allowance. The specific components of the allowance
include allocations to individual commercial credits and allocations to the
remaining non-homogeneous and homogeneous pools of loans. Management's 
allocations are based on judgment of qualitative and quantitative factors about
both the macro and micro economic conditions reflected within the portfolio of
loans and the economy as a whole. Factors considered in this evaluation include,
but are not necessarily limited to, probable losses from loan and other credit
arrangements, general economic conditions, changes in credit concentrations or
pledged collateral, historical loan loss experience, and trends in portfolio
volume, maturity, composition, delinquencies, and non-accruals. While management 
has attributed the allowance for loan losses to various portfolio segments, the
allowance is available for the entire portfolio. The allowance for loan losses
represents 455% of non-performing loans at year-end 2002 versus 280% and 186% at 
December 31, 2001, and 2000, respectively. When other real estate is combined



with non-performing loans, the allowance equals 239% of non-performing assets at 
the end of 2002 versus 174% and 137% at December 31, 2001, and 2000,
respectively.

Net loan charge-offs were $4.1 million in 2002, compared with $4.0 million in 
2001 and $4.6 million in 2000, respectively. The level of charge-offs has 
remained relatively constant over the three-year period, although two commercial 
loan relationships resulted in spikes in charge-offs within the commercial loan 
category. In 2000, the Company charged off $373,000 on a convenience store and
gasoline retailer along with a $586,000 charge-off on a golf course residential 
development. These two relationships represented 20% of net charge-offs in 2000. 
In 2001, the Company charged off an additional $1.2 million (30% of total
charge-offs) on the convenience store loans as it intensified its attempts to 
market the underlying collateral. Excluding these larger commercial charge-offs, 
a noticeable decrease in consumer charge-offs was realized in 2001 with a 
reversal in 2002 as consumer charge-offs rose through the third quarter and then 
moderated late in the year.
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NON-PERFORMING ASSETS  

Non-performing assets include loans on which interest accruals have ceased, 
loans contractually past due 90 days or more and still accruing interest, and
other real estate owned (OREO) pursuant to foreclosure proceedings. The levels
of non-performing assets for the last five years are presented in the table on 
page 30.

Total non-performing assets were $6.0 million at December 31, 2002, compared to 
$8.0 million at December 31, 2001. Non-performing assets decreased $2.0 million 
between 2001 and 2002. Every component of non-performing assets improved,led by  
a $1.3 million or 93.3% decline in loans 90 days or more past due, which
are still accruing. In addition, other real estate owned decreased $174,000, or
5.7% and non-accrual loans decreased $558,000, or 15.4% compared to 2001. The 
decrease in non-accrual loans resulted from the resolution of a number of loan 
relationships through payment, repossession, or foreclosure and write-down of 
the loan balances to reflect the net realizable value of the assets. The
decrease in loans 90 days or more past due is a result of movement of these
credits to non-accrual status and a more aggressive approach in collecting loans 
90 days or more past due.

                              DEDICATED TO SERVICE

                                    (PHOTO)

Helping others to help the community.
(Pictured from left to right) Sam Elmore,
Jim Shannon, President of the Beaver Volunteer
Fire Department, Hazel Burroughs, J.P. Morgan, 
Brenda Troitino, Larry Raines and Susie Webb
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EVALUATION

 NON-PERFORMING ASSETS 

Table 16

                                                                                           DECEMBER 31,
                                                                       2002       2001        2000      1999       1998 
(Amounts in Thousands)                                           
                                                                                                  
Non-accrual Loans                                                    $ 3,075      3,633      5,397      7,889      7,763 
Loans 90 Days or more Past Due                                            91      1,351      1,208      1,259        377
Other Real Estate Owned                                                2,855      3,029      2,406      1,950      3,547
                                                                     $ 6,021      8,013      9,011     11,098     11,687
Nonperforming loans as a percentage of total loans                   %   0.3        0.6        0.8        1.3        1.3
Nonperforming assets as a percentage of total loans
and other real estate owned                                          %   0.6        0.9        1.1        1.6        1.9



Allowance for loan losses as a percentage of nonperforming loans     % 455.1      279.9      186.3      130.1      140.1
Allowance for loan losses as a percentage of nonperforming assets    % 239.3      174.1      136.5      107.2       97.6
</Table>

Certain loans included in the non-accrual and 90 day past due categories have 
been written down to the estimated realizable value or have been assigned
specific reserves within the allowance for loan losses based upon management's
estimate of loss upon ultimate resolution.

During 2002, 2001 and 2000, $2,168,000, $2,116,000 and $2,530,000 of assets were
acquired through foreclosure and transferred to other real estate owned.

In addition to non-performing loans reflected in the foregoing table, the 
Company has identified certain performing loans as impaired based upon
management's evaluation of credit strength, projected ability to repay in
accordance with the contractual terms of the loans and varying degrees of
dependence on the sale of related collateral for liquidation of the loans. These
loans were current under loan terms and were classified as performing at
year-end 2002. 

The following table presents the Company's investment in loans considered to be
impaired and related information on those impaired loans:

 IMPAIRED LOANS

Table 17

                                                                           2002          2001
                                                                         (Amount in Thousands)
                                                                                     
Recorded investment in loans considered to be impaired                   $ 8,980         5,129
Loans considered to be impaired that were on a non-accrual basis         $ 1,238         1,229 
Allowance for loan losses related to loans considered to be impaired       3,907         1,310
Average recorded investment in impaired loans                              9,176         5,674
Total interest income recognized on impaired loans                           512           255
</Table>

In the fourth quarter of 2002, the Company added two loan relationships to this
list of impaired loans. The first is a $5.0 million loan secured by a hotel
property which has suffered declines in levels of occupancy. The allowance for
loan losses related to this loan was $1.7 million at December 31, 2002. The
second relationship is a group of loans totaling $1.16 million related to a
dairy farm whose performance declined in conjunction with a drop in milk prices.
The allowance for loan losses related to this group of loans at year-end was 
$1.06 million. This group of loans subsequently became uncollectable and
resulted in a $1.06 million charge off during the first quarter of 2003. As of
the date of this report, management continues its efforts to determine the level
of collateral available and priority of liens which will determine the
possibility of any recovery. Due to questions raised regarding the priority of
lien status and the rights to certain escrowed proceeds, no value was assigned
to certain collateral and escrowed funds in arriving at the related allowance
and charge off.

The Company has considered all impaired loans in the evaluation of the adequacy
of the allowance for loan losses at December 31, 2002.
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DEPOSITS 

Total deposits at December 31, 2002, increased $61.5 million or 5.7% when
compared to December 31, 2001. Approximately $28 million of the increase related
to deposits acquired through Bank of Greenville acquisition in November 2002.
Without considering the acquisition, deposits increased for the year by $33.5
million. The Company utilized short-term advances from the FHLB to supplement 
the funding needs of the Company throughout 2001 and 2002. In 2002, the average
rate paid on interest bearing liabilities was 3.03%, down from the 4.21% in
2001.

Average deposits increased to $1.1 billion for 2002 versus $939.8 million in
2001, an increase of 16.4%, reflecting the effectiveness of new product
offerings and marketing campaigns introduced during the year as well as a full



year's impact of the deposits obtained in the December 2001 branch acquisitions.
Average savings deposits increased by $38.6 million while time deposits
increased by $48.6 million. Average interest-bearing demand and non-interest 
bearing demand deposits increased by $44.1 million and $22.6 million,
respectively.

SHORT-TERM BORROWINGS  

The Company's short-term borrowings consist primarily of overnight Federal Funds 
purchased from the FHLB and securities sold under agreements to repurchase. This
category of funding is a source of moderately priced short-term funds. 
Short-term borrowings increased on average approximately $17.5 million in 
comparison to the prior year. The increase in average short-term borrowings in 
2002, along with the increase in average deposits of $153.9 million, was
accompanied by an offsetting increase in total loans as these funds were used to
finance the average loans held for investment portfolio growth ($73.4 million)
and the average increase in available for sale securities ($91.0 million). The
price sensitivity of funding cost is managed by the Company's "Product Group",
which monitors product and pricing initiatives including, among other things,
the management of the overall cost of funds to assist in maintaining an
acceptable net interest margin, and to act as a resource in developing new
products and establishing pricing guidelines.
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CAPITALIZATION
     AND LEVERAGE

OTHER INDEBTEDNESS 

FHLB borrowings and other indebtedness, which includes long-term advances from 
the FHLB and structured term borrowings from the FHLB, decreased by $21.0
million in 2002 due primarily to a $25.0 million maturity in June 2002. Fixed
rate FHLB term advances and applicable interest rates were $8.0 million (5.95%)
and $2.0 million (6.27%), maturing in September 2003 and September 2008,
respectively. Additional borrowings of $100.0 million are comprised of
structured term convertible advances from the FHLB with final maturities in
2010. These convertible advances are callable by the FHLB based upon predefined
factors in quarterly increments after a lockout period that may substantially
shorten the lives of these instruments. The callability of these instruments is
controlled by and at the option of the FHLB. Additionally, UFM has entered into
a loan purchase agreement with Countrywide Credit ("Countrywide") whereby
Countrywide will pre-fund certain loans anticipated to be purchased by 
Countrywide Home Loans, Inc. This borrowing arrangement by UFM with Countrywide
resulted in additional borrowings at December 31, 2002, of $14.3 million at a
floating rate of one month LIBOR plus 200 basis points, or approximately 3.42%
at December 31, 2002.

STOCKHOLDERS' EQUITY 

Risk-based capital ratios are a measure of the Company's capital adequacy. At 
December 31, 2002, the Company's Tier I capital ratio was 12.06% compared with
10.82% in 2001. Federal regulatory agencies use risk-based capital ratios and 
the leverage ratio to measure the capital adequacy of banking institutions.
Risk-based capital guidelines, risk weight balance sheet assets, and off-balance 
sheet commitments are used in determining capital adequacy. The Company's total
risk-based capital-to-asset ratio was 13.33% at the close of 2002 compared with 
12.10% in 2001. Both of these ratios are well above the current minimum level of
8% prescribed for bank holding companies. The leverage ratio is the measurement
of total tangible equity to total assets. The Company's leverage ratio at
December 31, 2002, was 8.10% versus 7.93% at December 31, 2001, both of which
are well above the minimum levels prescribed by the Federal Reserve. (See Note
13 of the Notes to Consolidated Financial Statements.)
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Table 18

Stockholders' Equity ($)
 (Amounts in thousands)



              
98               101,719
99               103,488
00               120,682
01               133,041
02               152,462
</Table>
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LIQUIDITY 

Liquidity represents the Company's ability to respond to demands for funds and
is primarily derived from maturing investment securities, overnight investments,
periodic repayment of loan principal, and the Company's ability to generate new
deposits. The Company also has the ability to attract short-term sources of 
funds and draw on credit lines that have been established at financial
institutions to meet cash needs.

Total liquidity of $619.2 million at December 31, 2002, is comprised of the
following: cash on hand and deposits with other financial institutions of $124.6
million; securities available for sale of $300.9 million; securities held to
maturity due within one year of $138,000; and Federal Home Loan Bank credit
availability of $193.6 million.

Liquidity management is both a daily and long-term function of business 
management. Excess liquidity is generally used to pay down short-term 
borrowings. On a longer-term basis, the Company maintains a strategy of 
investing in various securities, mortgage-backed obligations and loans. The 
Company uses sources of funds primarily to meet ongoing commitments, to pay
maturing savings certificates and savings withdrawals, fund loan commitments and
maintain a portfolio of securities. At December 31, 2002, approved loan
commitments outstanding amounted to $104.9 million. Certificates of deposit
scheduled to mature in one year or less totaled $392.8 million and FHLB
borrowings that are scheduled to mature within the same period amounted to $8.0
million. Management believes that the Company has adequate resources to fund
outstanding commitments and could either adjust rates on certificates of deposit
in order to retain or attract deposits in changing interest rate environments or
replace such deposits with advances from the FHLB or other funds providers if it
proved to be cost effective to do so.
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The strength of customer service.
Ricky Hamm of Sparta, North Carolina
with Tom Gentry of FCB.

                                   COMMUNITY
                    LENDING A HAND THROUGHOUT THE COMMUNITY
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RISK ASSESSMENT

INTEREST RATE SENSITIVITY, INTEREST RATE RISK AND ASSET/LIABILITY MANAGEMENT 

The Bank's profitability is dependent to a large extent upon its net interest
income (NII), which is the difference between its interest income on
interest-earning assets, such as loans and securities, and its interest expense 
on interest-bearing liabilities, such as deposits and borrowings. The Bank, like 
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 mix of assets and liabilities with the goals
of limiting its exposure to interest rate risk, ensuring adequate liquidity, and
coordinating its sources and uses of funds while maintaining an acceptable level
of NII given the current interest rate environment.

The Company's primary component of operational revenue, NII, is subject to
variation as a result of changes in interest rate environments in conjunction
with unbalanced repricing opportunities on earning assets and interest-bearing 
liabilities. Interest rate risk has four primary components including repricing
risk, basis risk, yield curve risk and option risk. Repricing risk occurs when
earning assets and paying liabilities reprice at differing times as interest



rates change. Basis risk occurs when the underlying rates on the assets and
liabilities the institution holds change at different levels or in varying
degrees. Yield curve risk is the risk of adverse consequences as a result of
unequal changes in the spread between two or more rates for different maturities
for the same instrument. Lastly, option risk is due to "embedded options" often
called put or call options given or sold to holders of financial instruments.

In order to mitigate the effect of changes in the general level of interest
rates, the Company manages repricing opportunities and thus, its interest rate
sensitivity. The Bank seeks to control its interest rate risk (IRR) exposure to
insulate net interest income and net earnings from fluctuations in the general
level of interest rates. To measure its exposure to IRR, quarterly simulations
of NII are performed using financial models that project NII through a range of
possible interest rate environments including rising, declining, most likely and
flat rate scenarios. The results of these simulations indicate the existence and
severity of IRR in each of those rate environments based upon the current
balance sheet position, assumptions as to changes in the volume and mix of
interest-earning assets and interest-paying liabilities and management's 
estimate of yields to be attained in those future rate environments and rates
that will be paid on various deposit instruments and borrowings. Specific
strategies for management of IRR have included shortening the amortized maturity
of new fixed-rate loans, increasing the volume of adjustable rate loans to 
reduce the average maturity of the Bank's interest-earning assets and monitoring 
the term structure of liabilities to maintain a balanced mix of maturity and
repricing structures to mitigate the potential exposure. The simulation model
used by the Company captures all earning assets, interest bearing liabilities
and all off-balance sheet financial instruments and combines the various factors 
affecting rate sensitivity into an earnings outlook. Based upon the latest
simulation, the Company believes that it is biased toward an asset sensitive
position. Absent adequate management, asset sensitive positions can negatively
impact net interest income in a falling rate environment or, alternatively,
positively impact net interest income in a rising rate environment.

The Company has established policy limits for tolerance of interest rate risk
that allow for no more than a 10% reduction in projected NII based on quarterly
income simulations. The most recent simulation indicates that current exposure
to interest rate risk is within the Company's defined policy limits.
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The following table summarizes the impact on NII and the Market Value of Equity
(MVE) as of December 31, 2002, and 2001, respectively, of immediate and
sustained rate shocks in the interest rate environment of plus and minus 100 and
200 basis points from the flat rate simulation. The results of the rate shock
analysis depicted below differ from the results in quarterly simulations, in
that all changes are assumed to take effect immediately; whereas, in the
quarterly income simulations, changes in interest rates are assumed to take
place over a 24-month horizon simulating a more likely scenario for a changing 
rate environment. This table, which illustrates the prospective effects of
hypothetical interest rate changes, is based upon numerous assumptions including
relative and estimated levels of key interest rates over a twelve-month time 
period. This type of modeling technique, although useful, does not take into
account all strategies that management might undertake in response to a sudden
and sustained rate shock as depicted. Also, as market conditions vary from those
assumed in the sensitivity analysis, actual results will also differ due to:
prepayment/refinancing levels likely deviating from those assumed, the varying
impact of interest rate change caps or floors on adjustable rate assets, the
potential effect of changing debt service levels on customers with adjustable
rate loans, depositor early withdrawals and product preference changes, and
other internal/external variables.

Table 19

(Amount in Thousands)
                                      2002
----------------------------------------------------------------------------------- 
Increase (Decrease) in
Interest Rates                  Net Interest       %        Market Value        %
(Basis Points)                     Income        Change      of Equity       Change
                                ------------     ------     ------------     ------ 



                                                                   
 200                             $  4,466          7.1       $ (8,709)       (5.5)
 100                                2,387          3.8         (3,882)       (2.5)
(100)                              (2,018)        (3.2)         4,885         3.1
(200)                              (6,756)       (10.8)        12,468         7.9
</Table>

Table 20

(Amount in Thousands)
                                      2001
----------------------------------------------------------------------------------- 
Increase (Decrease) in
Interest Rates                  Net Interest       %        Market Value        %
(Basis Points)                     Income        Change      of Equity       Change
                                ------------     ------     ------------     ------ 
                                                                   
 200                             $  1,950          3.5       $ (4,674)        (3.3)
 100                                1,059          1.9         (1,338)        (1.0)
(100)                                (907)        (1.6)           637          0.5
(200)                              (3,692)        (6.6)         1,396          1.0
</Table>
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When comparing the impact of the rate shock analysis between 2002 and 2001, the
2002 changes in NII reflect the impact of the change in the balance sheet
composition of assets and liabilities and as the profile moved toward greater
asset sensitivity. The change is the result of the heightened asset prepayment
levels experienced in light of the declining interest rate environment beginning
in 2001 and continuing with a 50 basis point decline in the targeted fed funds
rate in November 2002. Much of the change in balance sheet composition is
attributed to the declining interest rate environment and the level of asset
prepayments.

The asset sensitivity is reflected in the increased liquidity of $91.2 million
(Federal Funds sold and interest-bearing balances held with other banks). The 
Company began to experience a shift in the balance sheet toward asset
sensitivity in 2000 which was attributed to the reduced lives of certain assets
and the control measures taken in prior years, and continuing throughout 2002,
to reduce deposit cost and identify opportunities for product and net interest
income enhancement. The following tables present contractual cash obligations
and commercial commitments as of December 31, 2002.

Table 21

                                                                             PAYMENT DUE PERIOD
                                                           -------------------------------------------------------- 
                                                            LESS THAN        TWO TO       FOUR TO         AFTER
                                               TOTAL        ONE YEAR      THREE YEARS    FIVE YEARS     FIVE YEARS
                                            -----------    -----------    -----------    -----------    ----------- 
                                                                   (Amount in Thousands)
                                                                                                 
Contractual cash obligations:
Certificates of deposit                     $   593,088    $   392,821    $   145,472    $    15,102    $    39,693
FHLB advances                                   110,000          8,000             --             --        102,000 
Note Payable                                     14,357         14,322             35             --             -- 
                                            -----------    -----------    -----------    -----------    ----------- 
         Total contractual cash         
         obligations                        $   717,445    $   415,143    $   145,507    $    15,102    $   141,693
                                            ===========    ===========    ===========    ===========    ===========
</Table>

Table 22

                                                                   AMOUNT OF COMMITMENT EXPIRATION PER PERIOD
                                                           -------------------------------------------------------- 
                                                            LESS THAN        TWO TO       FOUR TO         AFTER



                                               TOTAL        ONE YEAR      THREE YEARS    FIVE YEARS     FIVE YEARS
                                            -----------    -----------    -----------    -----------    ----------- 
                                                                   (Amount in Thousands)
                                                                                                 
Commitments:
Commercial lines of credit                  $    39,645    $    34,600    $     3,508    $       767    $       770
Consumer lines of credit                         24,547         10,435            926          1,274         11,912
Undispersed portion of loans in process           8,835          8,835             --             --             -- 
Letters of credit                                 6,023          4,277          1,652             20             74
                                            -----------    -----------    -----------    -----------    ----------- 
        Total commitments                   $    79,050    $    58,147    $     6,086    $     2,061    $    12,756
                                            ===========    ===========    ===========    ===========    ===========
</Table>
Lines of credit with no stated maturity date are included in commitments for
less than one year.
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TRUST

TRUST AND INVESTMENT MANAGEMENT SERVICES 

As part of its banking services, the Company offers trust management and estate
administration services through its Trust and Financial Services Division (Trust
Division). The Trust Division reported market value of assets under management
of $433 million and $486 million at December 31, 2002, and 2001, respectively.
The Trust Division manages intervivos trusts and trusts under will, develops and
administers employee benefit plans and individual retirement plans and manages
and settles estates. Fiduciary fees for these services are charged on a schedule
related to the size, nature and complexity of the account.

The Trust Division employs 18 professionals and support staff with a wide
variety of estate and financial planning, investing and plan administration
skills. The Trust Division is located within the Company's banking offices in
Bluefield, West Virginia. Services and trust development activities to other
branch locations and primary markets are offered through the Bluefield-based 
division.

RECENT LEGISLATION 

On July 30, 2002, President Bush signed into law the Sarbanes-Oxley Act of 2002 
("Act"). The stated goals of the Act are to increase corporate responsibility,
to provide for enhanced penalties for accounting and auditing improprieties at
publicly traded companies, and to protect investors by improving the accuracy
and reliability of corporate disclosures pursuant to the securities laws. The
proposed changes are intended to allow stockholders to more easily and
efficiently monitor the performance of companies and directors.

The Act generally applies to all companies, both U.S. and non-U.S., that file or 
are required to file periodic reports with the Securities and Exchange
Commission ("SEC") under the Securities Exchange Act of 1934 ("Exchange Act").
Given the extensive SEC role in implementing rules relating to many of the Act's
new requirements, the final scope of these requirements remains to be
determined.

The Act includes very specific additional disclosure requirements and new
corporate governance rules, requires the SEC and securities exchanges to adopt
extensive additional disclosure, corporate governance and other related rules
and mandates further studies of certain issues by the SEC and the Comptroller
General. The Act represents significant federal involvement in matters
traditionally left to state regulatory systems, such as the regulation of the
accounting profession, and to state corporate law, such as the relationship
between a board of directors and management and between a board of directors and
its committees.

This Act addresses, among other matters: audit committees; certification of
financial statements by the chief executive officer and the chief financial
officer; the forfeiture of bonuses and profits made by directors and senior
officers in the twelve-month period covered by restated financial statements; a 
prohibition on insider trading during pension plan black-out periods; disclosure 
of off-balance sheet transactions; a prohibition on personal loans to directors 
and officers (excluding Federally insured financial institutions); expedited
filing requirements for stock transaction reports by officers and directors;



disclosure of a code of ethics and filing a Form 8-K for a change or waiver of 
such code; "real time" filing of periodic reports; the formation of a public
accounting oversight board; auditor independence; and various increased criminal
penalties for violations of securities laws.
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GOVERNANCE

RECENT LEGISLATION CONTINUED 

At the September 2002 Board of Directors' meeting, within one month of the
passage of the Act, the Board of Directors of First Community approved a series
of actions to strengthen and improve its already strong corporate governance
practices. Included in those actions was the establishment of a new Financial
Reporting and Disclosure Committee (the "FRDC"), which was appointed to evaluate
and monitor the continued effectiveness of the design and operation of
disclosure controls in order to meet the objectives of adequate disclosure as it
impacts the full and fair presentation of the Company's financial statements.
The FRDC consists of key members of senior management as official and ex officio
members. SEC counsel participates in the committee on an advisory basis to
provide technical and legal guidance on matters of technical preparation, form
of periodic reporting and general advice on compliance with securities laws.
Independent accountants also attend FRDC meetings to provide technical
assistance and advice on matters of financial reporting and to assist in
interpretation and application of financial accounting standards. The committee
also includes the Chairman of the Audit Committee of the Board of Directors to
ensure independent thought and board perspective. The FRDC meets a minimum of
quarterly, but typically more frequently and its process culminates in the
pre-Audit Committee review of the interim (10-Q) and annual financial statements 
(10-K). 

The FRDC complements the Company's longstanding committee structure and process,
which has consistently proven an invaluable tool for communication of disclosure
information. Every key element of operation is subject to oversight by a
committee to ensure proper administration, risk management and an upstreaming of
critical management information and disclosures to finance and control,
executive management and the board of directors. The FRDC agenda is designed to
capture information from all segments of the business though reports from senior
managers and committee chairmen. In addition to the FRDC, the Company also
implemented the Business Trends and Current Events Committee (BTCE), which is
designed to draw out items of risk, exposure and possible disclosure which might
exist and be known at lower levels within the Company, but not necessarily be
known to executive management and those who prepare financial statements or make
significant decisions regarding disclosures within the financial statements. The
BTCE meets monthly and its membership covers all areas of the Company from both
an operational and geographic perspective. Although many of the items for
discussion at the FRDC and BTCE were already considered in the preparation of
financial statements and appropriately disclosed, these new processes are
considered valuable in further discussion of these items and should provide a
valuable forum for future evaluation of disclosure items and selection of
accounting policies.

It is believed that the addition of these new processes has brought with it a
broader and more in depth analysis to the Company's already effective and
detailed disclosure process. These more recent additions to the process are
expected to enhance the Company's overall disclosure control environment.
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ASSURANCE
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                         AUDIT COMMITTEE:
    Allen T. Hamner, William P. Stafford,
Robert E. Perkinson, Jr. and B.W. Harvey.
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FINANCIAL REPORTING AND 
DISCLOSURE COMMITTEE:
Kenneth P. Mulkey,  
E. Stephen Lilly,
Robert L. Schumacher,
Robert L. Buzzo,
John M. Mendez,
Timothy D. Velie,
and Allen T. Hamner.
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CONSOLIDATED FINANCIAL STATEMENTS

 CONSOLIDATED BALANCE SHEETS
  (Amounts in Thousands, Except Share Data)

Table 24

                                                                                           DECEMBER 31,
                                                                                       2002           2001
                                                                                   ------------    ------------ 
                                                                                                      
ASSETS
Cash and due from banks                                                            $     33,364    $     47,566
Interest-bearing deposits with banks                                                     88,064             249 
Federal funds sold                                                                        3,157              -- 
                                                                                   ------------    ------------ 
    Total cash and cash equivalents                                                     124,585          47,815
Securities available for sale (amortized cost of $289,616, 2002; $352,759, 2001)        300,885         354,007
Securities held to maturity (fair value, $43,342, 2002; $43,393, 2001)                   41,014          41,884
Loans held for sale                                                                      66,364          65,532
Loans held for investment, net of unearned income                                       927,621         904,496
    Less allowance for loan losses                                                       14,410          13,952
                                                                                   ------------    ------------ 
Net loans held for investment                                                           913,211         890,544
Premises and equipment                                                                   25,078          21,713
Other real estate owned                                                                   2,855           3,029
Interest receivable                                                                       7,897           8,765
Other assets                                                                             15,391          18,468
Goodwill                                                                                 25,758          25,347
Other intangible assets                                                                   1,325           1,131
                                                                                   ------------    ------------ 
        TOTAL ASSETS                                                               $  1,524,363    $  1,478,235
                                                                                   ============    ============

LIABILITIES
Deposits:
    Non-interest-bearing                                                           $    165,557    $    161,346 
    Interest-bearing                                                                    974,170         916,914 
                                                                                   ------------    ------------ 



        TOTAL DEPOSITS                                                                1,139,727       1,078,260
Interest, taxes and other liabilities                                                    15,940          15,852
Federal funds purchased                                                                      --          26,500 
Securities sold under agreements to repurchase                                           91,877          79,262
FHLB borrowings and other indebtedness                                                  124,357         145,320
                                                                                   ------------    ------------ 
        TOTAL LIABILITIES                                                          $  1,371,901    $  1,345,194
                                                                                   ------------    ------------ 

STOCKHOLDERS' EQUITY
Common stock, $1 par value; 15,000,000 shares authorized in 2002
  and 2001; 9,956,714 shares issued in 2002 and 9,955,425 in 2001;
  9,888,482 and 9,936,442 shares outstanding in 2002 and 2001                             9,957           9,955
Additional paid-in capital                                                               58,642          60,189 
Retained earnings                                                                        79,084          62,566
Treasury stock, at cost                                                                  (1,982)           (424)
Accumulated other comprehensive income                                                    6,761             755
                                                                                   ------------    ------------ 
    TOTAL STOCKHOLDERS' EQUITY                                                          152,462         133,041
                                                                                   ------------    ------------ 
    TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY                                     $  1,524,363    $  1,478,235
                                                                                   ============    ============
</Table>

See Notes to Consolidated Financial Statements
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CONSOLIDATED FINANCIAL STATEMENTS

 CONSOLIDATED STATEMENTS OF INCOME
  (Amounts in Thousands, Except Share and Per Share Data)

Table 25

                                                                      
                                                                         YEARS ENDED DECEMBER 31,
                                                                    2002            2001           2000
                                                            ------------    ------------   ------------ 
                                                                                           
INTEREST INCOME
Interest and fees on loans held for investment              $     72,415    $     72,582   $     68,132
Interest on loans held for sale                                    3,584           2,956            281
Interest on securities-taxable                                    13,001          10,259         11,543 
Interest on securities-nontaxable                                  6,819           6,190          5,575 
Interest on federal funds sold and deposits in banks                 385             842            427
                                                            ------------    ------------   ------------ 
      TOTAL INTEREST INCOME                                       96,204          92,829         85,958
                                                            ------------    ------------   ------------ 

INTEREST EXPENSE
Interest on deposits                                              25,366          31,884         30,718
Interest on short-term borrowings                                  9,035           9,913          8,045 
Interest on other indebtedness                                       607             612            616
                                                            ------------    ------------   ------------ 
      TOTAL INTEREST EXPENSE                                      35,008          42,409         39,379
                                                            ------------    ------------   ------------ 
      NET INTEREST INCOME                                         61,196          50,420         46,579
                                                            ------------    ------------   ------------ 
Provision for loan losses                                          4,208           5,134          3,986
                                                            ------------    ------------   ------------ 
      NET INTEREST INCOME AFTER PROVISION FOR LOAN LOSSES         56,988          45,286         42,593
                                                            ------------    ------------   ------------ 

NON-INTEREST INCOME 
Fiduciary income                                                   1,773           1,815          1,804
Service charges on deposit accounts                                7,056           5,966          4,007
Other service charges, commissions and fees                        1,380           1,435          1,361
Mortgage banking income                                            9,435           9,582          4,651



Net securities (losses) gains                                       (391)            181              1
Other operating income                                               796           1,296            668
                                                            ------------    ------------   ------------ 
      TOTAL NON-INTEREST INCOME                                   20,049          20,275         12,492 
                                                            ------------    ------------   ------------ 

NON-INTEREST EXPENSE 
Salaries and employee benefits                                    23,267          19,830         16,046
Occupancy expense of bank premises                                 2,874           2,615          2,482
Furniture and equipment expense                                    2,082           1,814          1,698
Goodwill and core deposit amortization                               245           2,285          2,154
Other operating expense                                           13,801          11,481          8,588
                                                            ------------    ------------   ------------ 
      TOTAL NON-INTEREST EXPENSE                                  42,269          38,025         30,968 
                                                            ------------    ------------   ------------ 
Income before income taxes                                        34,768          27,536         24,117
Income tax expense                                                10,049           8,402          7,054
                                                            ------------    ------------   ------------ 
      NET INCOME                                            $     24,719    $     19,134   $     17,063
                                                            ============    ============   ============
WEIGHTED AVERAGE BASIC SHARES OUTSTANDING                      9,924,636       9,944,310      9,607,217
                                                            ------------    ------------   ------------ 
WEIGHTED AVERAGE DILUTED SHARES OUTSTANDING                    9,973,129       9,980,919      9,607,217
                                                            ============    ============   ============
BASIC EARNINGS PER COMMON SHARE                             $       2.49    $       1.92   $       1.78
                                                            ------------    ------------   ------------ 
DILUTED EARNINGS PER COMMON SHARE                           $       2.48    $       1.92   $       1.78
                                                            ============    ============   ============
</Table>

See Notes to Consolidated Financial Statements
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CONSOLIDATED FINANCIAL STATEMENTS

 CONSOLIDATED STATEMENTS OF CASH FLOW
  (Amounts in Thousands)

Table 26

                                                                                YEARS ENDED DECEMBER 31,
                                                                              2002            2001            2000
                                                                      ------------    ------------    ------------ 
                                                                                                      
OPERATING ACTIVITIES
Cash flows from operating activities:
Net income                                                            $     24,719    $     19,134    $     17,063
Adjustments to reconcile net income to net cash provided by
   (used in) operating activities:
      Provision for loan losses                                              4,208           5,134           3,986
      Depreciation of premises and equipment                                 1,630           1,490           1,396
      Amortization of intangibles                                               32           2,119           2,156
      Net investment amortization and accretion                              1,467             485             233
      Net gain on the sale of assets                                       (11,669)         (7,659)         (2,517)
      Mortgage loans originated for sale                                  (737,101)       (563,018)       (106,169)
      Proceeds from sale of mortgage loans                                 749,039         516,812         100,148
      Decrease (increase) in interest receivable                             1,082             874            (861)
      (Increase) decrease in other assets                                   (1,810)           (175)          8,454
      Increase in other liabilities                                            410           2,728              66
      Other, net                                                               163             (17)           (296)
                                                                      ------------    ------------    ------------ 
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES                         32,170         (22,093)         23,659
                                                                      ------------    ------------    ------------ 

INVESTING ACTIVITIES
Cash flows from investing activities:
Proceeds from sales of securities available for sale                        15,871          18,907           2,163
Proceeds from maturities and calls of securities available for sale         94,815         102,458          17,849
Proceeds from maturities and calls of held to maturity securities            1,754           1,602           3,016



Purchase of securities available for sale                                  (41,527)       (232,056)         (4,591)
Net increase in loans made to customers                                     (9,300)        (67,115)        (66,918)
Purchase of bank-owned life insurance                                           --              --          (4,100) 
Cash provided by acquisitions, net                                           1,982          77,021           3,065
Purchase of premises and equipment                                          (5,545)         (3,462)         (1,019)
Proceeds from sale of equipment                                                 --             127             466 
                                                                      ------------    ------------    ------------ 
NET CASH PROVIDED BY (USED IN) INVESTING ACTIVITIES                         58,050        (102,518)        (50,069)
                                                                      ------------    ------------    ------------ 

FINANCING ACTIVITIES
Cash flows from financing activities:
Net increase (decrease) in demand and savings deposits                      52,874          36,144          (7,755)
Net (decrease) increase in time deposits                                   (19,059)         28,625          22,731
Net (decrease) increase in short-term debt                                 (34,734)         66,902          35,126 
Repayment of long-term debt                                                   (114)            (14)            (39) 
Acquisition of treasury stock                                               (2,491)           (599)         (2,869)
Dividends paid                                                              (9,926)         (8,875)         (8,338)
                                                                      ------------    ------------    ------------ 
NET CASH (USED IN) PROVIDED BY FINANCING ACTIVITIES                        (13,450)        122,183          38,856
                                                                      ------------    ------------    ------------ 

CASH AND CASH EQUIVALENTS
Net increase (decrease) in cash and cash equivalents                        76,770          (2,428)         12,446
Cash and cash equivalents at beginning of year                              47,815          50,243          37,797
                                                                      ------------    ------------    ------------ 
CASH AND CASH EQUIVALENTS AT END OF YEAR                              $    124,585    $     47,815    $     50,243
                                                                      ============    ============    ============
</Table>

See Notes to Consolidated Financial Statements
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CONSOLIDATED FINANCIAL STATEMENTS

 CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY
  (Amounts in Thousands, Except Share and Per Share Information)

Table 27

                                                                                                           ACCUMULATED
                                                                                                                 OTHER
                                                                                                               COMPRE- 
                                                        ADDITIONAL                            UNALLOCATED      HENSIVE
                                               COMMON      PAID-IN     RETAINED     TREASURY         ESOP       INCOME 
                                                STOCK      CAPITAL     EARNINGS        STOCK       SHARES       (LOSS)        TOTAL 
                                            ---------   ----------    ---------    ---------  -----------  -----------    --------- 

                                                                                                           
BALANCE DECEMBER 31, 1999                   $   8,992    $  34,264    $  69,372    $  (2,945)   $    (722)   $  (5,473)   $ 103,488 
Comprehensive income:
   Net income                                      --           --       17,063           --           --           --       17,063 
   Other comprehensive income
       Unrealized gains on securities
        available for sale, net of tax             --           --           --           --           --        3,935        3,935 
                                            ---------    ---------    ---------    ---------    ---------    ---------    --------- 
      Comprehensive income                         --           --       17,063           --           --        3,935       20,998 
Common dividends declared
  ($.86 per share)                                 --           --       (8,338)          --           --           --       (8,338) 
Retirement of treasury shares                    (374)      (5,238)          --        5,612           --           --           -- 
Issuance of common stock                          434        6,343           --           --           --           --        6,777 
Purchase 145,682 treasury shares at
  $19.70 per share                                 --           --           --       (2,869)          --           --       (2,869) 
Allocation of ESOP shares                          --          (96)          --           --          722           --          626 
                                            ---------    ---------    ---------    ---------    ---------    ---------    --------- 
BALANCE DECEMBER 31, 2000                       9,052       35,273       78,097         (202)          --       (1,538)     120,682 
                                            ---------    ---------    ---------    ---------    ---------    ---------    --------- 
Comprehensive income:



   Net income                                      --           --       19,134           --           --           --       19,134 
   Other comprehensive income
       Unrealized gains on securities
          available for sale, net of tax           --           --           --           --           --        2,402        2,402 
       Less reclassification adjustment
        for gains realized in net income,
        net of tax                                 --           --           --           --           --         (109)        (109) 
                                            ---------    ---------    ---------    ---------    ---------    ---------    --------- 
      Comprehensive income                         --           --       19,134           --           --        2,293       21,427 
Common dividends declared
  ($.89 per share)                                 --           --       (8,875)          --           --           --       (8,875) 
Purchase 27,036 treasury shares at
  $22.17 per share                                 --           --           --         (599)          --           --         (599) 
Issuance of ESOP shares                            --           29           --          377           --           --          406 
Effect of 10% stock dividend                      903       24,887      (25,790)          --           --           --           -- 
                                            ---------    ---------    ---------    ---------    ---------    ---------    --------- 
BALANCE DECEMBER 31, 2001                       9,955       60,189       62,566         (424)          --          755      133,041 
                                            ---------    ---------    ---------    ---------    ---------    ---------    --------- 
Comprehensive income:
   Net income                                      --           --       24,719           --           --           --       24,719 
   Other comprehensive income
       Unrealized gains on securities
        available for sale, net of tax             --           --           --           --           --        5,770        5,770 
       Less reclassification adjustment
        for gains realized in net income,
        net of tax                                 --           --           --           --           --          236          236 
                                            ---------    ---------    ---------    ---------    ---------    ---------    --------- 
   Comprehensive income                            --           --       24,719           --           --        6,006       30,725 
</Table>

                                  (continued)
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CONSOLIDATED FINANCIAL STATEMENTS

 CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY (continued)
  (Amounts in Thousands, Except Share and Per Share Information)

Table 28

                                                                                                        ACCUMULATED
                                                                                                              OTHER
                                                                                                            COMPRE- 
                                                  ADDITIONAL                               UNALLOCATED      HENSIVE
                                         COMMON      PAID-IN      RETAINED      TREASURY          ESOP       INCOME 
                                          STOCK      CAPITAL      EARNINGS         STOCK        SHARES       (LOSS)        TOTAL 
                                     ----------   ----------    ----------    ----------   -----------  -----------   ---------- 

                                                                                                        
Common dividends declared
  ($1.00 per share)                          --           --        (9,926)           --            --           --       (9,926) 
Purchase 85,844 treasury shares at
  $29.00 per share                           --           --            --        (2,491)           --           --       (2,491) 
Issuance of 5,500 shares under
  stock option plan                          --           42                         155                                     197 
Issuance of ESOP shares                      --          140            --           792            --           --          932 
Fractional share adjustment for
  10% dividend                                2       (1,729)        1,725           (14)           --           --          (16) 
                                     ----------   ----------    ----------    ----------    ----------   ----------   ---------- 
BALANCE DECEMBER 31, 2002            $    9,957   $   58,642    $   79,084    $   (1,982)   $       --   $    6,761   $  152,462 
                                     ==========   ==========    ==========    ==========    ==========   ==========   ========== 
</Table>

See Notes to Consolidated Financial Statements
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS



NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF PRESENTATION

The accounting and reporting policies of First Community Bancshares, Inc.
("First Community" or the "Company") and subsidiary conform to accounting
principles generally accepted in the United States and to predominant practices
within the banking industry. In preparing financial statements, management is
required to make estimates and assumptions that affect the reported amounts of
assets and liabilities as of the date of the balance sheet and revenues and
expenses for the period. Actual results could differ from those estimates.
Assets held in an agency or fiduciary capacity are not assets of the Company and
are not included in the accompanying consolidated balance sheets. Certain
amounts in the 2001 and 2000 financial statements have been reclassified to
conform to the 2002 presentation.

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements of First Community include the accounts of
all wholly owned subsidiaries. All significant intercompany balances and
transactions have been eliminated in consolidation.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents include cash and due from banks, time deposits with
other banks, federal funds sold, and interest-bearing balances on deposit with 
the Federal Home Loan Bank that are available for immediate withdrawal. Interest
and income taxes paid were as follows:

Table 29

                  2002        2001        2000
                --------    --------    -------- 
                     (Amounts in Thousands)

                                    
Interest        $ 36,273    $ 42,968    $ 37,526
Income taxes       9,523       6,945       7,206
</Table>

Pursuant to agreements with the Federal Reserve Bank, the Company maintains a
cash balance of approximately $661,000 in lieu of charges for check clearing and
other services. 

TRADING SECURITIES 

At December 31, 2002 and 2001, no securities were held for trading purposes and
no trading account was maintained.

SECURITIES AVAILABLE FOR SALE 

Securities to be held for indefinite periods of time including securities that
management intends to use as part of its asset/liability management strategy,
and that may be sold in response to changes in interest rates, changes in
prepayment risk, or other similar factors are classified as available for sale
and are recorded at estimated fair value. Unrealized appreciation or
depreciation in fair value above or below amortized cost is included in
stockholders' equity net of income taxes and is entitled "Other Comprehensive
Income." Premiums and discounts are amortized to expense or accreted to income
over the life of the security. Gain or loss on sale is based on the specific
identification method. Other than temporary losses on available for sale
securities are in net securities losses and gains.

SECURITIES HELD TO MATURITY

Investments in debt securities that management has the ability and intent to
hold to maturity are carried at cost. Premiums and discounts are amortized to
expense and accreted to income over the lives of the securities. Gain or loss on
the call or maturity of investment securities, if any, is recorded based on the
specific identification method.



LOANS HELD FOR SALE AND DERIVATIVE FINANCIAL INVESTMENTS

Loans held for sale primarily consist of one to four family residential loans
originated for sale in the secondary market and carried at the lower of cost or
fair value determined on an aggregate basis. Gains and losses on sales of loans
held for sale are included in mortgage banking income in the Consolidated
Statements of Income.

For loans to be sold, the Company enters into forward commitments or derivatives
to manage the risk inherent in interest rate lock
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commitments made to potential borrowers. The inventory of loans and loan
commitments (both retail and wholesale) is hedged to protect the Company from
interest rate risk and any corresponding fluctuation in cash flows derived upon
settlement of the loans with secondary market purchasers, and consequently, to
achieve a desired margin upon delivery. The hedge transactions are used for risk
mitigation and are not for trading purposes. The derivative financial
instruments derived from these hedging transactions are recorded at fair value
in Other Assets and Liabilities on the Consolidated Balance Sheets and the
changes in fair value are reflected in Mortgage Banking Income on the
Consolidated Statements of Income. For the year ended December 31, 2002 the net
derivative expense reflected in the Consolidated Statements of Income, was $6.9
million which is comprised of a $700,000 decline in the fair value of the
forward mortgage contracts, an $8.1 million loss on the contract settlements,
and a gain of $1.9 million on rate lock commitments. Forward mortgage contracts
are settled at fair value upon expiration of the contract and result in either
the payment or receipt or funds. UFM's accumulated net derivative position was
$1.7 million and $480,000 as of December 31, 2002 and 2001, respectively.

Loans transferred to the held for sale classification are transferred at fair
value. Any write-down recorded at the point of transfer is charged to the 
allowance for loan losses. Subsequent write-downs in fair value are recorded in 
non-interest expense while further appreciation in fair value is not recorded. 
During the fourth quarter of 2002, the Company transferred $6.0 million in loans
held for investment to loans held for sale and recognized a write-down through 
the allowance for loan losses of $246,000.

ALLOWANCE FOR LOAN LOSSES

The allowance for loan losses is maintained at a level deemed adequate to absorb
probable losses inherent in the loan portfolio. The Company consistently applies
a monthly review process to continually evaluate loans for changes in credit
risk. This process serves as the primary means by which the Company evaluates
the adequacy of the allowance for loan losses. The allowance is maintained by
making specific allocations to impaired loans and loan pools that exhibit
inherent weaknesses and various credit risk factors. Allocations to loan pools
are developed giving weight to risk ratings, historical loss trends and
management's judgment concerning those trends and other relevant factors.

The allowance is allocated to specific loans to cover loan relationships
identified with significant cash flow weaknesses and for which a collateral
deficiency may be present. The allowance established under the specific reserve
method is based upon the borrower's estimated cash flow and projected
liquidation value of related collateral. The allowance is allocated to pools of
loans based on historical loss experience to cover the homogeneous and
nonhomogeneous loans not individually evaluated. Pools of loans are grouped by
specific category and risk characteristics. To determine the amount of allowance
needed for each loan category, an estimated loss percentage is developed based
upon historical loss experience. The historical loss experience is weighted for
various risk factors including macro and micro economic conditions, qualitative
assessments relative to the composition of the loan portfolio, the level of
delinquencies and non-accrual loans, trends in the volume and term of loans, 
anticipated impact from changes in lending policies and procedures, and any
concentration of credits in certain industries or geographic areas. The
calculated percentage is used to determine the estimated allowance excluding any
relationships specifically identified and evaluated. While allocations are made
to specific loans and classifications within the various categories of loans,
the reserve is available for all loan losses.

The allowance for loan losses related to impaired loans is based upon the
discounted estimated cash flows or fair value of collateral when it is probable



that all amounts due pursuant to contractual terms of the loan will not be
collected and the recorded investment in the loan exceeds the fair value.
Certain smaller balance,

                                       47

homogeneous loans, such as consumer installment loans and residential mortgage
loans, are evaluated for impairment on an aggregate basis in accordance with the
Company's policy. 

PREMISES AND EQUIPMENT 

Premises and equipment are stated at cost less accumulated depreciation.
Depreciation is computed on the straight-line method over estimated useful 
lives. Maintenance and repairs are charged to current operations while
improvements that extend the economic useful life of the underlying asset are
capitalized. Disposition gains and losses are reflected in current operations.
In addition, in accordance with Statement of Financial Accounting Standards
("FAS") No. 144, "Accounting for Long-Lived Assets and for Long-Lived Assets to 
be Disposed of" requires that any material excess of the carrying value over the
fair value be recorded as an impairment loss.

LOAN INTEREST INCOME RECOGNITION 

Accrual of interest on loans is based generally on the daily amount of principal
outstanding. It is the Company's policy to discontinue the accrual of interest
on loans based on the payment status and evaluation of the related collateral
and the financial strength of the borrower. The accrual of interest income is
normally discontinued when a loan becomes 90 days past due as to principal or
interest. Management may elect to continue the accrual of interest when the loan
is well secured and in process of collection. When interest accruals are
discontinued, interest accrued and not collected in the current year is reversed
and interest accrued and not collected from prior years is charged to the
reserve for possible loan losses.

LOAN FEE INCOME

Loan origination and underwriting fees are recorded as a reduction of direct
costs associated with loan processing, including salaries, review of legal
documents, obtainment of appraisals, and other direct costs. Fees in excess of
those related direct costs are deferred and amortized over the life of the
related loan. Loan commitment fees are deferred and amortized over the related
commitment period.

OTHER REAL ESTATE OWNED

Other real estate owned and acquired through foreclosure is stated at the lower
of cost or fair value less estimated costs to sell. Loan losses arising from the
acquisition of such properties are charged against the allowance for possible
loan losses. Expenses incurred in connection with operating the properties,
subsequent write-downs and gains or losses upon sale are included in other 
non-interest income and expense. 

STOCK OPTIONS 

The Company has a stock option plan for certain executives and directors
accounted for under the intrinsic value method in accordance with Accounting
Principles Board Opinion ("APB") 25. Because the exercise price of the Company's
employee/director stock options equals the market price of the underlying stock
on the date of grant, no compensation expense is recognized.

In December 2002, the FASB issued FAS 148, "Accounting for Stock-Based 
Compensation." This new standard provides alternative methods of transition for
a voluntary change to the fair value method of accounting for stock-based 
compensation. In addition, the Statement amends the disclosure requirements of
FAS 123 to require prominent disclosure in both annual and interim financial
statements about the method of accounting for stock-based compensation and the 
underlying effect of the method used on reported results until exercised.

The effect of option shares on earnings per share relates to the dilutive effect
of the underlying options outstanding. To the extent the granted exercise share
price is less than the current market price, ("in the money"), there is an
economic incentive for the shares to be exercised and an increase in the
dilution effect on earnings per share.
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Assuming use of the fair value method of accounting for stock options, pro forma
net income and earnings per share for the years ended December 31 would have
been estimated as follows:

Table 30

                                                                                    2002            2001             2000 
                                                                                 ----------      ----------      ---------- 
                                                                                (Amounts in Thousands, Except Per Share Data) 

                                                                                                              

Net income as reported                                                           $   24,719      $   19,134      $   17,063 
Less: Total stock-based employee compensation expense determined 
    under fair value based method for all awards, net of related tax effects           (163)           (310)            (37) 
                                                                                 ----------      ----------      ---------- 
                                                                                 $   24,556      $   18,824      $   17,026 
                                                                                 ==========      ==========      ========== 

Earnings per share:
Basic as reported                                                                $     2.49      $     1.92      $     1.78 
Basic pro forma                                                                  $     2.47      $     1.89      $     1.77 

Diluted as reported                                                              $     2.48      $     1.92      $     1.78 
Diluted pro forma                                                                $     2.46      $     1.89      $     1.77 
</Table>

The fair value of options was estimated at the date of grant using the
Black-Scholes option pricing model using the following assumptions: i) risk-free 
interest rate of 5.15%, 5.12% and 6.00% for 2002, 2001 and 2000, respectively;
ii) a dividend yield of 3.20%, 3.40% and 5.21% for 2002, 2001 and 2000,
respectively; iii) volatility factors for the expected market price of the
Company's common stock of 24.5%, 31.2% and 26.1% for 2002, 2001 and 2000,
respectively; and iv) a weighted-average expected life of the option of 10.4, 
12.2 and 13.7 years, for 2002, 2001 and 2000, respectively.

INTANGIBLE ASSETS

The excess of the cost of an acquisition over the fair value of the net assets
acquired is recorded as goodwill. The net carrying amount of goodwill was $25.8
million and $25.3 million at December 31, 2002 and 2001, respectively. The net
carrying amount of goodwill at December 31, 2002 and 2001 related to the
mortgage banking segment was $1.8 million and $1.0 million, respectively, while
the net carrying amount of goodwill related to the community banking segment at
December 31, 2002 and 2001 was $24.0 million and $24.3 million, respectively. A
portion of the purchase price in certain transactions has been allocated to
values associated with the future earnings potential of acquired deposits and is
being amortized over the estimated lives of the deposits, ranging from seven to
ten years while the weighted average remaining life of these core deposits is
approximately 3.8 years. As of December 31, 2002 and 2001, the balance of
acquired core deposits was $2.9 million and $2.6 million, respectively, while
the corresponding accumulated amortization was $1.2 million and $1.5 million,
respectively. The current year acquisition of Monroe added an additional
$441,000 in deposit intangible. The net unamortized balance of identified
intangibles associated with acquired deposits was $1.3 million and $1.1 million
at December 31, 2002 and 2001, respectively. Amortization expense of intangibles
for each of the next five years is approximately $200,000 annually.
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On January 1, 2002, the Company adopted FAS 142 which required that goodwill
resulting from business acquisitions (as defined) no longer be amortized to
earnings, but instead be reviewed for impairment. Accordingly, the Company
ceased the amortization of goodwill on January 1, 2002. FASB Statement 142
required a transitional impairment test to be applied to all goodwill and other
indefinite-lived intangible assets within the first six months after adoption. 
The impairment test involved identifying separate reporting units based on the



reporting structure of the Corporation, then assigning all assets and
liabilities, including goodwill, to these units. Goodwill is assigned based on
the reporting unit benefiting from the factors that gave rise to the goodwill.
Each reporting segment (community and mortgage banking) is then tested for
goodwill impairment by comparing the fair value of the unit with its book value,
including goodwill. If the fair value of the reporting unit is greater than its
book value, no goodwill impairment exists. However, if the book value of the
reporting unit is greater than its determined fair value, goodwill impairment
may exist and further testing is required to determine the amount, if any, of
the actual impairment loss. Through the results of impairment tests, management
has concluded that the current value placed on goodwill is not impaired and no
impairment losses were recorded for 2002 or prior years.

In October 2002, the FASB issued FAS No. 147, "Acquisitions of Certain Financial
Institutions." This new Standard which became effective upon issuance provides
interpretive guidance on the application of the purchase method to acquisitions
of financial institutions, and requires companies to cease amortization of
goodwill related to certain branch acquisitions. In addition, this Statement
amends FASB Statement No. 144 to include in its scope long-term 
customer-relationship intangible assets of financial institutions such as 
depositor- and borrower-relationship intangible assets and credit cardholder 
intangible assets. Consequently, those intangible assets are subject to the same
undiscounted cash flow recoverability test and impairment loss recognition and
measurement provisions that Statement 144 requires for other long-lived assets 
that are held and used.

The effect of the application of the non-amortization provisions of FAS 
Statements 142 and 147 on net income and earnings per share is presented below.

Table 31

                                                                                             YEARS ENDED
                                                                             DECEMBER 31, 2001            December 31, 2000 
                                                                             -----------------            ----------------- 
                                                                              (Amounts in Thousands, Except Per Share Data) 

                                                                                                            
Reported net income                                                             $   19,134                    $   17,063  
                                                                                                                          
Add back goodwill amortization, net of tax, subject to FAS 142 & 147                 1,875                         1,778  
                                                                                ----------                    ----------  
Adjusted net income                                                             $   21,009                    $   18,841  
                                                                                ==========                    ==========  
                                                                                                                          
Basic and diluted earnings per share                                            $     1.92                    $     1.78  
Add back goodwill amortization, net of tax, subject to FAS 142 & 147                  0.19                          0.19  
                                                                                ----------                    ----------  
Adjusted basic and diluted earnings per share                                   $     2.11                    $     1.97  
                                                                                ==========                    ==========  
</Table> 
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RECENT ACCOUNTING DEVELOPMENTS

FAS 149, "Accounting for Certain Financial Instruments with Characteristics of
Liabilities and Equity," which is anticipated to be issued in March 2003,
establishes standards for issuers' classification as liabilities in the
Statement of Financial Position for certain equity linked contracts tied to the
issuers' shares. Implementation of FAS 149 is not anticipated to have a material
impact on the Company's financial position or results of operation. In January
2003, the FASB issued Interpretation No. 46 (FIN 46), "Consolidation of Variable
Interest Entities". The objective of this interpretation is to provide guidance
on how to identify a variable interest entity (VIE) and determine when the
assets, liabilities, non-controlling interests, and results of operations of a 
VIE need to be included in a company's consolidated financial statements. A
company that holds variable interests in an entity will need to consolidate the
entity if the company's interest in the VIE is such that the company will absorb
a majority of the VIE's expected losses and/or receive a majority of the
entity's expected residual returns, if they occur. FIN 46 also requires
additional disclosures by primary beneficiaries and other significant variable



interest holders. The provisions of this interpretation became effective upon
issuance. The Company does not anticipate the requirements of FIN 46 to have a
material impact on results of operations, financial position, or liquidity.

In November 2002, the FASB issued Interpretation No. 45 (FIN 45), "Guarantor's
Accounting and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others". This interpretation expands the
disclosures to be made by a guarantor in its financial statements about its
obligations under certain guarantees and requires the guarantor to recognize a
liability for the fair value of an obligation assumed under a guarantee. FIN 45
clarifies the requirements of FAS 5, "Accounting for Contingencies", relating to
guarantees. In general, FIN 45 applies to contracts or indemnification
agreements that contingently require the guarantor to make payments to the
guaranteed party based on changes in an underlying value that is related to an
asset, liability, or equity security of the guaranteed party. Certain guarantee
contracts are excluded from both the disclosure and recognition requirements of
this interpretation, including, among others, guarantees relating to employee
compensation, residual value guarantees under capital lease arrangements,
commercial letters of credit, loan commitments, subordinated interests in a
special purpose entity, and guarantees of a company's own future performance.
Other guarantees are subject to the disclosure requirements of FIN 45 but not to
the recognition provisions and include, among others, a guarantee accounted for
as a derivative instrument under FAS 133, a parent's guarantee of debt owed to a
third party by its subsidiary or vice versa, and a guarantee which is based on
performance rather than price. The disclosure requirements of FIN 45 are
effective for the Company as of December 31, 2002, and require disclosure of the
nature of the guarantee, the maximum potential amount of future payments that
the guarantor could be required to make under the guarantee, and the current
amount of the liability, if any, for the guarantor's obligations under the
guarantee. The recognition requirements of FIN 45 are to be applied
prospectively to guarantees issued or modified after December 31, 2002. The
Company does not expect the requirements of FIN 45 to have a material impact on
results of operations, financial position, or liquidity.

In June 2002, the FASB issued FAS No 146, "Accounting for Costs Associated with
Exit or Disposal Activities." This pronouncement is effective for exit or
disposal activities initiated after December 31, 2002. This Statement addresses
financial accounting and reporting for costs associated with exit or disposal
activities and nullifies Emerging Issues Task Force (EIFT) Issue No. 94-3, 
"Liability Recognition for Certain Employee Termination Benefits and Other Costs
to Exit an Activity (including Certain Costs Incurred in a Restructuring)."
Management is currently evaluating the impact of
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this standard. However, it+is not anticipated to have a material impact on the
results of operations, financial position or liquidity. In April 2002, the FASB
issued FAS 145, which updates, clarifies, and simplifies certain existing
accounting pronouncements beginning at various dates in 2002 and 2003. The
statement rescinds FAS 4 and FAS 64, which required net gains or losses from the
extinguishment of debt to be classified as an extraordinary item in the income
statement. These gains and losses will now be classified as extraordinary only
if the item is material and both unusual and infrequent in nature. The changes
required by FAS 145 are not expected to have a material impact on results of
operations, financial position, or liquidity of the Company.

In August 2001, the FASB issued FAS 143, Accounting for Asset Retirement
Obligations. FAS 143 requires an entity to record a liability for an obligation
associated with the retirement of an asset at the time the liability is incurred
by capitalizing the cost as part of the carrying value of the related asset and
depreciating it over the remaining useful life of that asset. The standard is
effective for the Company beginning January 1, 2003, and its adoption is not
expected to have a material impact on results of operations, financial position,
or liquidity.

INCOME TAXES

The Company and its subsidiary file a consolidated federal income tax return.
The provision for income tax expense and the underlying effective rate is
determined based upon a combination of the enacted statutory federal and state
rates and reduced or increased by any corresponding nontaxable income or
nondeductible expenses, respectively.

Deferred income taxes, which are included in other assets, are recognized for



the tax consequences of "temporary differences" by applying enacted statutory
tax rates to the differences between the financial statement carrying amounts
and the tax bases of existing assets and liabilities. The book versus tax basis
difference is created by the timing of expense and/or income recognition
required for financial accounting reporting purposes as opposed to what is
required statutorily by enacted federal and state tax laws, as well as
differences assigned to the underlying asset and liability values at
acquisition. Deferred taxes are also applied to the unrealized appreciation or
depreciation on available for sale securities recorded in Other Comprehensive
Income in the Stockholders' Equity section of the Consolidated Balance Sheet.

EARNINGS PER SHARE

Basic earnings per share is determined by dividing net income by the weighted
average number of shares outstanding. Diluted earnings per share is determined
by dividing net income by the weighted average shares outstanding increased by
the dilutive effect of stock options. Basic and diluted net income per common
share calculations follow:

Table 32

                                                           FOR THE YEAR ENDED DECEMBER 31,
                                                      2002             2001               2000
                                                 ------------      ------------      ------------ 
                                                  (Amounts in Thousands, Except Per Share Data)

                                                                                   
Basic:
Net income                                       $     24,719      $     19,134      $     17,063
Weighted average shares outstanding                 9,924,636         9,944,310         9,607,217
Earnings per share -- basic                      $       2.49      $       1.92      $       1.78 
Diluted:
Net income                                       $     24,719      $     19,134      $     17,063
Weighted average shares outstanding                 9,924,636         9,944,310         9,607,217
Dilutive shares for stock options                      48,493            36,609                -- 
Weighted average dilutive shares outstanding        9,973,129         9,980,919         9,607,217
Earnings per share -- dilutive                   $       2.48      $       1.92      $       1.78 
</Table>
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NOTE 2. MERGER AND ACQUISITIONS

On November 30, 2002, the Company acquired Monroe Financial, Inc. ("Monroe"),
and its banking subsidiary, The Bank of Greenville ("Greenville") for $1.96
million cash. Greenville's three branch facilities in Greenville and Lindside in
Monroe County, West Virginia and Hinton in Summers County, West Virginia, were
simultaneously merged with and into First Community Bank, N. A. ("FCBNA" or the
"Bank"). The completion of this transaction resulted in the addition of $29.8
million in assets including $16.5 million to the loan portfolio, and an
additional $28.0 million in deposits to the Bank.

NOTE 3. SECURITIES AVAILABLE FOR SALE

As of December 31, the amortized cost and estimated fair value of securities
classified as available for sale are as follows:

Table 33

                                                               2002
                                      -------------------------------------------------------- 
                                       AMORTIZED     UNREALIZED     UNREALIZED         FAIR
                                         COST           GAINS         LOSSES           VALUE
                                      ----------     ----------     ----------      ---------- 
                                                       (AMOUNTS IN THOUSANDS)

                                                                               
U.S. government agency securities     $  138,981     $    5,006     $       --      $  143,987 
States and political subdivisions         93,587          2,739           (620)         95,706
Other securities                          57,048          4,144             --          61,192 
                                      ----------     ----------     ----------      ---------- 



  TOTAL                               $  289,616     $   11,889     $     (620)     $  300,885
                                      ==========     ==========     ==========      ==========
</Table>

Table 34

                                                               2001
                                      -------------------------------------------------------- 
                                       Amortized     Unrealized     Unrealized         Fair
                                         Cost           Gains         Losses           Value
                                      ----------     ----------     ----------      ---------- 
                                                       (Amounts in Thousands)

                                                                               
U.S. government agency securities     $  195,689     $      981     $     (467)     $  196,203
States and political subdivisions         97,683          1,230         (1,464)         97,449
Other securities                          59,387          1,022            (54)         60,355
                                      ----------     ----------     ----------      ---------- 
  TOTAL                               $  352,759     $    3,233     $   (1,985)     $  354,007
                                      ==========     ==========     ==========      ==========
</Table>

Securities available for sale with estimated fair values of $207,391,813 and
$180,086,000 at December 31, 2002 and 2001, respectively, were pledged to secure
public deposits, securities sold under agreements to repurchase and other
short-term borrowings and for other purposes. 

As a condition to membership in the Federal Home Loan Bank ("FHLB") system,
FCBNA is required to subscribe to a minimum level of stock in the FHLB of
Atlanta. At December 31, 2002, FCBNA owned approximately $6.3 million in stock
which is classified as available for sale.

The amortized cost and estimated fair value of securities available for sale by
contractual maturity, at December 31, 2002, are shown below. Expected maturities
may differ from contractual maturities because issuers may have the right to
call or prepay obligations with or without call or prepayment penalties.
Included in the amounts below are securities that were acquired in the November
30, 2002 acquisition of The Bank of Greenville. The book and estimated market
value of these securities are $7.6 million and $7.7 million, respectively, at
December 31, 2002. During 2002, the Company experienced a net loss from
available for sale securities of $393,000. Gross losses resulted from an
other-than-temporary write-down of a municipal issue within the portfolio of 
$576,000 and losses from the sale of securities of $313,000. These losses were
offset by gross gains resulting from securities sold and called of $496,000.
During 2001, a net gain of $181,000 was recognized as a result of the sale of
available for sale securities with gains of $209,000 and losses of $28,000.
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Table 35

                                                                          December 31, 2002
                                           -------------------------------------------------------------------------- 
                                               U.S.          States                                           Tax
                                            Government         and                                         Equivalent
                                            Agencies &      Political         Other                         Purchase
                                           Corporations    Subdivisions     Securities        Total           Yield
                                           ------------    ------------    ------------    ------------    ---------- 
                                                                       (Amounts in Thousands)
                                                                                              
Amortized Cost
Maturity:
  Within one year                          $         --    $        500    $         --    $        500       7.72% 
  After one year through five years               1,910          18,537          26,106          46,553       6.68%
  After five years through ten years             37,669          14,247          20,295          72,211       6.17%
  After ten years                                99,402          60,303          10,647         170,352       6.28%
                                           ------------    ------------    ------------    ------------  
    Total amortized cost                   $    138,981    $     93,587    $     57,048    $    289,616
                                           ============    ============    ============    ============



Tax equivalent purchase yield                      5.49%           8.02%           5.56%           6.32%
Average maturity (in years)                       16.15           12.39            8.75           13.48

Fair Value
Maturity:
  Within one year                          $         --    $        504    $         --    $        504 
  After one year through five years               1,944          18,983          28,046          48,973
  After five years through ten years             39,020          14,653          22,142          75,815
  After ten years                               103,023          61,566          11,004         175,593
                                           ------------    ------------    ------------    ------------ 
    TOTAL FAIR VALUE                       $    143,987    $     95,706    $     61,192    $    300,885
                                           ============    ============    ============    ============
</Table>

NOTE 4. SECURITIES HELD TO MATURITY

The following table presents amortized cost and approximate fair values of
investment securities held to maturity at December 31:

Table 36

                                                               2002
                                      ------------------------------------------------------- 
                                       AMORTIZED     UNREALIZED     UNREALIZED        FAIR
                                         COST           GAINS         LOSSES         VALUE
                                      ----------     ----------     ----------     ---------- 
                                                      (AMOUNTS IN THOUSANDS)

                                                                              
U.S. government agency securities     $      336     $        8     $       --     $      344 
States and political subdivisions         40,303          2,320             --         42,623 
Other securities                             375             --             --            375 
                                      ----------     ----------     ----------     ---------- 
  TOTAL                               $   41,014     $    2,328     $       --     $   43,342 
                                      ==========     ==========     ==========     ==========
</Table>

Table 37

                                                               2001
                                      ------------------------------------------------------- 
                                       Amortized     Unrealized     Unrealized        Fair
                                         Cost           Gains         Losses         Value
                                      ----------     ----------     ----------     ---------- 
                                                      (Amounts in Thousands)

                                                                              
U.S. government agency securities     $      743     $       16     $       --     $      759 
States and political subdivisions         39,768          1,487             --         41,255 
Other securities                           1,373              6             --          1,379 
                                      ----------     ----------     ----------     ---------- 
  TOTAL                               $   41,884     $    1,509     $       --     $   43,393 
                                      ==========     ==========     ==========     ==========
</Table>
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Table 38

                                               U.S.           States                                           Tax
                                            Government         and                                          Equivalent
                                            Agencies &      Political         Other                          Purchase
                                           Corporations    Subdivisions     Securities        Total            Yield
                                           ------------    ------------    ------------    ------------     ---------- 
                                                                     (Amounts in Thousands)
                                                                                               
Amortized Cost



Maturity:
  Within one year                          $         63    $         --    $         75    $        138         5.78% 
  After one year through five years                  98           4,594              --           4,692         8.50% 
  After five years through ten years                175          15,663             300          16,138         8.58%
  After ten years                                    --          20,046              --          20,046         8.70% 
                                           ------------    ------------    ------------    ------------  
    Total amortized cost                   $        336    $     40,303    $        375    $     41,014
                                           ============    ============    ============    ============
Tax equivalent purchase yield                      5.08%           8.67%           6.60%           8.62%
Average maturity (in years)                        4.43            9.14            4.79            9.06

Fair Value
Maturity:
  Within one year                          $         64    $         --    $         75    $        139 
  After one year through five years                  99           4,935              --           5,034 
  After five years through ten years                181          16,525             300          17,006
  After ten years                                    --          21,163              --          21,163 
                                           ------------    ------------    ------------    ------------     
    Total fair value                       $        344    $     42,623    $        375    $     43,342
                                           ============    ============    ============    ============
</Table>

Various investment securities classified as held to maturity with an amortized
cost of approximately $4,454,299 and $4,439,000 were pledged at December 31,
2002 and 2001, respectively, to secure public deposits and for other purposes
required by law.

NOTE 5. LOANS

Loans consist of the following at December 31:

Table 39

                                         2002          2001
                                       --------     -------- 
                                       (Amounts in Thousands)

                                                             
Real estate-commercial                 $285,847     $259,717 
Real estate-construction                 72,275       77,402 
Real estate-residential                 364,065      332,671 
Commercial, financial
  and agricultural                       74,186       96,641
Loans to individuals for household
  and other consumer expenditures       130,522      137,104
All other loans                             726          961
                                       --------     -------- 
                                       $927,621     $904,496
                                       ========     ========
</Table>

FCBNA is a party to financial instruments with off-balance sheet risk in the 
normal course of business to meet the financing needs of its customers. These
financial instruments include commitments to extend credit, standby letters of
credit and financial guarantees. These instruments involve, to varying degrees,
elements of credit and interest rate risk beyond the amount recognized on the
balance sheet. The contractual amounts of those instruments reflect the extent
of involvement the Company has in particular classes of financial instruments.

The Company's exposure to credit loss in the event of non-performance by the 
other party to the financial instrument for commitments to extend credit and
standby letters of credit and financial guarantees written is represented by the
contractual amount of those instruments. The Company uses the same credit
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policies in making commitments and conditional obligations as it does for
on-balance sheet instruments. 

Commitments to extend credit are agreements to lend to a customer as long as
there is not a violation of any condition established in the contract.
Commitments generally have fixed expiration dates or other termination clauses
and may require payment of a fee. Since many of the commitments are expected to



expire without being drawn upon, the total commitment amounts do not necessarily
represent future cash requirements. The Company evaluates each customer's
creditworthiness on a case-by-case basis. The amount of collateral obtained, if 
deemed necessary by the Company, upon extension of credit is based on
management's credit evaluation of the counterparties. Collateral held varies but
may include accounts receivable, inventory, property, plant and equipment, and
income-producing commercial properties. 

Standby letters of credit and financial guarantees written are conditional
commitments issued by the Company to guarantee the performance of a customer to
a third party. The credit risk involved in issuing letters of credit is
essentially the same as that involved in extending loan facilities to customers.
To the extent deemed necessary, collateral of varying types and amounts is held
to secure customer performance under certain of those letters of credit
outstanding at December 31, 2002.

Financial instruments whose contract amounts represent credit risk at December
31, 2002 are commitments to extend credit (including availability of lines of
credit) - $64.2 million, and standby letters of credit and financial guarantees 
written - $6.0 million. At December 31, 2002, FCBNA's subsidiary, United First 
Mortgage, Inc. (UFM), had commitments to originate loans of $120.2 million.

Loan commitments generally have fixed expiration dates or other termination
clauses and may require payment of a fee. The Company evaluates each customer's
creditworthiness on a case-by-case basis. The amount of collateral deemed 
necessary by the Company is based on management's credit evaluation and
underwriting guidelines for the particular loan. The total commitments
outstanding at December 31, 2002 are summarized in the following table:

Table 40

                                                                                              2002
                                                                                  --------------------------- 
                                                                                   NOTIONAL
                                                                                    AMOUNT          RATE
                                                                                  ---------     ------------- 
                                                                                     (AMOUNTS IN THOUSANDS)
                                                                                             
Real estate-commercial (fixed)                                                    $   5,573     3.38 - 10.50% 
Real estate-commercial (variable)                                                    10,349     2.25 -  9.50% 
Real estate-construction (fixed)                                                      4,904     4.40 - 10.50% 
Real estate-construction (variable)                                                   8,349     4.25 -  9.00% 
Real estate-residential (fixed)                                                       4,211     5.75 - 18.00% 
Real estate-residential (variable)                                                   14,099     3.75 - 12.00% 
Commercial, financial, agricultural (fixed)                                           1,689     4.00 - 18.00% 
Commercial, financial, agricultural (variable)                                       14,739     2.25 - 10.50% 
Loans to individuals for household and other consumer expenditures (fixed)            4,537     3.70 - 18.50% 
Loans to individuals for household and other consumer expenditures (variable)         1,765     4.25 - 14.50% 
                                                                                  --------- 
     TOTAL                                                                        $  70,215
                                                                                  =========
</Table>
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Management analyzes the loan portfolio regularly for concentrations of credit
risk, including concentrations in specific industries and geographic location.
At December 31, 2002, commercial real estate loans comprised 30.8% of the total
loan portfolio. Commercial loans include loans to small to mid-size industrial, 
commercial and service companies that include but are not limited to coal mining
companies, manufacturers, automobile dealers, and retail and wholesale
merchants. Commercial real estate projects represent several different sectors
of the commercial real estate market, including residential land development,
apartment building operators, commercial real estate lessors, and hotel/motel
developers. Underwriting standards require comprehensive reviews and independent
evaluations be performed on credits exceeding predefined market limits on
commercial loans. Updates to these loan reviews are done periodically or on an
annual basis depending on the size of the loan relationship.

The majority of the loans in the current portfolio, other than commercial and
commercial real estate, were made and collateralized in West Virginia, Virginia,
North Carolina and the surrounding mid-Atlantic area. Although sections of the 



West Virginia and Southwestern Virginia economies are closely related to natural
resource production, they are supplemented by service industries. The Company's
presence in three states, West Virginia, Virginia, and North Carolina, provides
additional diversification against geographic concentrations of credit risk.

In the normal course of business, FCBNA has made loans to directors and
executive officers of the Company and its subsidiary. All loans and commitments
made to such officers and directors and to companies in which they are officers,
or have significant ownership interest, have been made on substantially the same
terms, including interest rates and collateral, as those prevailing at the time
for comparable transactions with other persons. The aggregate dollar amount of
such loans was $6.0 million and $7.8 million at December 31, 2002 and 2001,
respectively. Advances and repayments of these loans during 2002 were $1.9
million and $3.7 million, respectively.

NOTE 6. ALLOWANCE FOR LOAN LOSSES

Activity in the allowance for loan losses was as follows:

Table 41

                                     2002          2001          2000
                                   --------      --------      -------- 
                                           (Amounts in Thousands)
                                                           
Balance, January 1                 $ 13,952      $ 12,303      $ 11,900
Provision for loan losses             4,208         5,134         3,986
Acquisition balance                     395           484         1,051
Loans charged off                    (4,868)       (4,880)       (5,536)
Recoveries credited to reserve          723           911           902
                                   --------      --------      -------- 
   Net charge-offs                   (4,145)       (3,969)       (4,634) 
                                   --------      --------      -------- 
Balance, December 31               $ 14,410      $ 13,952      $ 12,303
                                   ========      ========      ========
</Table>
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The following table presents the Company's investment in loans considered to be
impaired and related information on those impaired loans:

Table 42

                                                                           2002         2001
                                                                         --------     -------- 
                                                                         (Amounts in Thousands)

                                                                                     
Recorded investment in loans considered to be impaired                   $  8,980     $  5,129
Loans considered to be impaired that were on a non-accrual basis            1,238        1,229 
Allowance for loan losses related to loans considered to be impaired        3,907        1,310
Average recorded investment in impaired loans                               9,176        5,674
Total interest income recognized on impaired loans                            512          255
</Table>

During 2002, 2001 and 2000, $2,168,000, $2,116,000, and $2,530,000 of assets
were acquired through foreclosure and transferred to other real estate owned.

NOTE 7. PREMISES AND EQUIPMENT
Premises and equipment are comprised of the following as of December 31:

Table 43

                                                                           2002         2001
                                                                         --------     -------- 
                                                                         (Amounts in Thousands)

                                                                                     
Land                                                                     $  7,648     $  7,123



Bank premises                                                              24,317       22,258
Equipment                                                                  16,832       15,831
                                                                         --------     -------- 
                                                                           48,797       45,212
Less: accumulated depreciation and amortization                            23,719       23,499
                                                                         --------     -------- 
    TOTAL                                                                $ 25,078     $ 21,713
                                                                         ========     ========
</Table>

NOTE 8. OTHER INDEBTEDNESS

Other indebtedness includes structured term borrowings from the FHLB of $100
million and $125 million at December 31, 2002 and 2001, respectively, in the
form of convertible and callable advances. The callable advances may be called,
based on predefined factors, in quarterly increments that may substantially
shorten the lives of these instruments. If these advances are called, the debt
may be paid in full, converted to another FHLB credit product or converted to an
adjustable rate advance. The contractual maturity of these borrowings is 2010
and the weighted average rate is 5.83% at December 31, 2002. At December 31,
2001, the Company also held a non-callable term advance of $10.0 million which 
matured in December 2002.

FCBNA is a member of the FHLB which provides credit in the form of short-term 
and long-term advances collateralized by various mortgage assets. At December 
31, 2002, credit availability with the FHLB totaled approximately $193.6
million. Advances from the FHLB are secured by stock in the FHLB of Atlanta,
qualifying first mortgage loans of $331.0 million, mortgage-backed securities, 
and certain other investment securities. The FHLB advances are subject to
restrictions or penalties in the event of prepayment.

Other indebtedness also includes term borrowings with the FHLB of $10 million as
of December 31, 2002 and 2001. This debt has a weighted average interest rate of
6.01% and $8 million matures in 2003, while $2 million matures in 2008. Other
various debt obligations of the Company, excluding the borrowings of UFM
mentioned below, approximated $50,000 at December 31, 2002 and $320,000 at
December 31, 2001. 

In late 2002, the Bank's mortgage subsidiary, UFM, entered into a loan purchase
agreement with Countrywide Warehouse Lending
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("Countrywide") whereby Countrywide will pre-fund certain loans anticipated to 
be purchased by Countrywide Home Loans, Inc.~This financing arrangement by UFM
with Countrywide resulted~in additional borrowings at December 31, 2002 of $14.3
million at~a floating rate of one month LIBOR plus 200 basis points or 3.42%~at
December 31, 2002. UFM's net worth of $4.2 million at~December 31, 2002 was
$300,000 deficient of Countrywide's minimum net worth requirement. Subsequent to
year-end, UFM received a letter of forbearance from Countrywide, cured the 
deficiency, ceased continuance of this credit facility and ultimately requested
the return of all related collateral.

NOTE 9. DEPOSITS

At December 31, 2002, the scheduled maturities of certificates of deposit are as
follows:

Table 44

                                        (Amounts in Thousands)
                                        
2003                                       $ 392,821
2004                                          97,079
2005                                          48,393
2006                                          15,102
2007 and thereafter                           39,693
                                           --------- 
                                           $ 593,088
                                           =========
</Table>



Time deposits, including certificates of deposit issued in denominations of
$100,000 or more, amounted to $176.8 million and $173.0 million at December 31,
2002 and 2001, respectively. Interest expense on these certificates was $6.1
million, $6.7 million, and $6.5 million for 2002, 2001, and 2000, respectively.

Table 45

                                      (Amounts in Thousands)
                                              
Three Months or Less                             $   39,653
Over Three to Six Months                             37,998
Over Six to Twelve Months                            45,048
Over Twelve Months                                   54,068
                                                 ---------- 
   TOTAL                                         $  176,767
                                                 ==========
</Table>

NOTE 10. INCOME TAXES

Table 46

                                                    YEARS ENDED DECEMBER 31,
                                                2002           2001        2000
                                              ---------      --------    -------- 
                                                     (Amounts in Thousands)
                                                                     
INCOME TAXES ARE AS FOLLOWS:
  Income exclusive of securities gains        $  10,205      $  8,330    $  7,053
  Net securities (losses) gains                    (156)           72           1
                                              ---------      --------    -------- 
                                              $  10,049      $  8,402    $  7,054
                                              =========      ========    ========
</Table>

Table 47

                                                   YEARS ENDED DECEMBER 31,
                                                2002           2001        2000
                                              ---------      --------    -------- 
                                                     (Amounts in Thousands)
                                                                
INCOME TAX PROVISIONS CONSISTS OF:
  Current tax expense                         $   9,056      $  8,734    $  7,150
  Deferred tax expense (benefit)                    993          (332)        (96)
                                              ---------      --------    -------- 
                                              $  10,049      $  8,402    $  7,054
                                              =========      ========    ========
</Table>
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Deferred income taxes reflect the net effects of temporary differences between
the carrying amounts of assets and liabilities for financial reporting versus
tax purposes. The tax effects of significant items comprising the Company's net
deferred tax assets as of December 31, 2002 and 2001 are as follows:

Table 48



                                                     2002          2001
                                                   --------      -------- 
                                                   (Amounts in Thousands)
                                                           
DEFERRED TAX ASSETS:
    Allowance for loan losses                      $  5,644      $  5,514
    Unrealized losses on assets                         214           203
    Deferred compensation                               979           916
    Deferred insurance premiums                         222           256
    Other                                               739           148
                                                   --------      -------- 
         Total deferred tax assets                 $  7,798      $  7,037
                                                   --------      -------- 

DEFERRED TAX LIABILITIES:
    Intangible assets                              $  1,537      $    601
    Fixed assets                                        701           267
    Deferred loan fees                                  346           397
    Unrealized gain on securities
      available for sale                              4,507           494
    Other                                             1,636         1,145
                                                   --------      -------- 
       Total deferred tax liabilities                 8,727         2,904
                                                   --------      -------- 
       Net deferred tax (liabilities) assets       $   (929)     $  4,133
                                                   ========      ========
</Table>

The reconciliation between the federal statutory tax rate and the effective
income tax rate is as follows:

Table 49

                                                               YEARS ENDED DECEMBER 31,
                                                          2002           2001           2000
                                                        --------       --------       -------- 
                                                                                
 Tax at statutory rate                                    35.00%         35.00%         35.00%
(Reduction) increase resulting from:
    Tax-exempt interest on investment securities 
       and loans                                          (6.42)%        (7.31)%        (7.77)%
    State income taxes, net of federal benefit             1.82%          2.55%          2.36%
    Amortization of goodwill                                  -%          1.57%          1.90% 
    Other, net                                            (1.50)%        (1.30)%        (2.19)%
                                                        --------       --------       -------- 
Effective tax rate                                        28.90%         30.51%         29.30%
                                                        ========       ========       ========
</Table>
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NOTE 11. EMPLOYEE BENEFITS

EMPLOYEE STOCK OWNERSHIP AND SAVINGS PLAN

The Company maintains an Employee Stock Ownership and Savings Plan ("KSOP").
Coverage under the plan is provided to all employees meeting minimum eligibility
requirements.

EMPLOYER STOCK FUND:

Annual contributions to the stock portion of the plan are made at the discretion
of the Board of Directors, and are allocated to plan participants on the basis
of relative compensation. Substantially all plan assets are invested in common
stock of the Company. Total expense recognized by the Company related to the
Employer Stock Fund within the KSOP was $675,000, $948,000 and $992,000 in 2002,



2001 and 2000, respectively. 

EMPLOYEE SAVINGS PLAN: 

The Company provides a 401(k) Savings feature within the KSOP that is available
to substantially all employees meeting minimum eligibility requirements. The
cost of Company contributions under the Savings Plan component of the KSOP was
$563,000, $216,000, and $66,000 in 2002, 2001 and 2000, respectively. The
Company's matching contributions are at the discretion of the Board up to 100%
of elective deferrals of no more than 6% of compensation. The Company matching
rate was 100% for 2002, 50% for 2001, and 25% for 2000.

EMPLOYEE WELFARE PLAN

The Company provides various medical, dental, vision, life, accidental death and
dismemberment and long-term disability insurance benefits to all full-time 
employees who elect coverage under this program (basic life, accidental death
and dismemberment, and long-term disability coverage are automatic). The health 
plan is managed by a third party administrator ("TPA"). Monthly employer and
employee contributions are made to a tax-exempt employer benefits trust, against 
which the TPA processes and pays claims. Stop loss insurance coverage limits the
Company's funding requirements and risk of loss to $50,000 and $1.95 million for
individual and aggregate claims, respectively. Total Company expenses under the
plan were $1.9 million, $1.4 million, and $1.4 million in 2002, 2001 and 2000,
respectively.

The Company has a post-retirement obligation for a group of retirees that 
relates to benefits received prior to 1993. The obligation, which approximated
$122,000 and $135,000 at December 31, 2002 and 2001, respectively, is being
amortized over the average remaining life expectancy of the retirees.
Amortization expense approximated $(13,000), $26,000 and $45,000 in 2002, 2001
and 2000, respectively. The current year decline in amortization expense was the
result of the reduction in the number of participants involved in the remaining
pool of former employees and the corresponding reduction in the present value of
the benefit obligation.

DEFERRED COMPENSATION PLAN

FCBNA has deferred compensation agreements with certain current and former
officers providing for benefit payments over various periods commencing at
retirement or death. The liability at December 31, 2002 and 2001 was
approximately $700,000 and $750,000, respectively. The annual expenses
associated with this plan for 2002 and 2001 were $91,000 and $138,000 for 2000.
The obligation is based upon the present value of the expected payments and
estimated life expectancies.

The Company maintains life insurance contracts on the lives of certain of the
officers covered under this plan. Proceeds derived from death benefits are
intended to provide reimbursement of plan benefits paid over the post employment
lives of the participants. Premiums on the insurance contracts are currently
paid through policy dividends on the cash surrender values of $598,000 and
$594,000 at December 31, 2002 and 2001, respectively.

EXECUTIVE RETENTION PLAN

The Company maintains an Executive Retention Plan for key members of senior
management. This Plan provides for a benefit at normal retirement (age 62)
targeted at 35% of final compensation projected at an assumed 3% salary
progression rate. Benefits under the Plan become payable at age 62. Actual
benefits payable under the Retention Plan are dependent on an indexed retirement
benefit formula which accrues benefits equal to the aggregate after-tax 
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income of associated life insurance contracts less the Company's tax-effected 
cost of funds for that plan year. Benefits under the Plan are dependent on the
performance of the insurance contracts and are not guaranteed by the Company.
Additionally, during 2001, the Company entered into a similar retirement plan
arrangement as described below with non-employee board members of the Company. 

The Company funded the contracts through the purchase of bank-owned life 



insurance, ("BOLI"), which is anticipated to fully fund the projected benefit
payout after retirement. The total amount invested in BOLI for the Executive
Retention Plan during 2000 and the corresponding cash surrender value at
December 31, 2002 was $4.1 million and $4.7 million, respectively. The
associated obligation expense incurred in connection with the Executive Plan was
$177,000, $156,000 and $193,000 for 2002, 2001 and 2000, respectively. The
income derived from policy appreciation was $157,000, $240,000 and $184,000 in
2002, 2001 and 2000, respectively. A portion of the pre-existing life insurance 
contracts on non-vested terminating executives was reallocated and used to fund 
the newly created Director Supplemental Retirement Plan referenced below.

In connection with the Executive Retention Plan, the Company has also entered
into Life Insurance Endorsement Method Split Dollar Agreements (the
"Agreements") with the individuals covered under the Plan. Under the Agreements,
the Company shares 80% of death benefits (after recovery of cash surrender
value) with the designated beneficiaries of the plan participants under life
insurance contracts referenced in the Plan. The Company as owner of the policies
retains a 20% interest in life proceeds and a 100% interest in the cash
surrender value of the policies.

The Plan also contains provisions for change of control, as defined, which allow
the participants to retain benefits, subject to certain conditions, under the
Plan in the event of a change in control.

Benefits under the Executive Plan vest 25% after five years, 50% after ten
years, 75% after 15 years and 5% per year thereafter, with vesting accelerated
to 100% upon attainment of age 62, irrespective of years of service under the
Plan.

DIRECTORS SUPPLEMENTAL RETIREMENT PLAN

In the fourth quarter of 2001, the Company established a Directors Supplemental
Retirement Plan for its non-employee Directors. This Plan provides for a benefit 
upon retirement from service on the Board at specified ages depending upon
length of service or death. Benefits under the Plan become payable at age 70,
75, and 78 depending upon the individual director's age and original date of
election to the Board. Actual benefits payable under the Plan are dependent on
an indexed retirement benefit formula that accrues benefits equal to the
aggregate after-tax income associated life insurance contracts less the 
Company's tax-effected cost of funds for that plan year. Benefits under the Plan 
are dependent on the performance of the insurance contracts and are not
guaranteed by the Company.

In connection with the Directors Supplemental Retirement Plan, the Company has
also entered into Life Insurance Endorsement Method Split Dollar Agreements (the
"Agreements") with certain directors covered under the Plan. Under the
Agreements, the Company shares 80% of death benefits (after recovery of cash
surrender value) with the designated beneficiaries of the executives under life
insurance contracts referenced in the Retention Plan. The Company, as owner of
the policies, retains a 20% interest in life proceeds and a 100% interest in the
cash surrender value of the policies. Because the Plan was designed to retain
the future services of Board members, no benefits are payable under the Plan in
the event of involuntary or involuntary termination prior to retirement age as
defined in the Plan document.

The Plan also contains provisions for change of control, as defined, which allow
the Directors to retain benefits under the Plan in the event of a termination of
service, other than for cause, during the
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12 months prior to a change in control or anytime thereafter, unless the
Director voluntarily terminates his service within 90 days following the change
in control.

The Plan expenses associated with the Directors Supplemental Retirement Plan for



2002 and 2001 were $217,000 and $32,000, respectively. The level of expense in
the prior year is reflective of the fourth quarter 2001 implementation of the
Plan.

STOCK OPTIONS

In 1999, the Company instituted a Stock Option Plan to encourage and facilitate
investment in the common stock of the Company by key executives and to assist in
the long-term retention of service by those executives. The Plan covers key 
executives as determined by the Company's Board of Directors from time to time.
Options under the Plan were granted in the form of non-statutory stock options 
with the aggregate number of shares of common stock available for grant under
the Plan set at 302,500 (adjusted for the 10% stock dividend paid in 2002 )
shares. The options granted under the Plan represent the rights to acquire the
option shares with deemed grant dates of January 1 for each year beginning with
the initial year granted and the following four anniversaries. All stock options
granted pursuant to the Plan vest ratably on the first through the seventh
anniversary dates of the deemed grant date. The option price of each stock
option is equal to the fair market value (as defined by the Plan) of the
Company's common stock on the date of each deemed grant during the five-year 
grant period. Vested stock options granted pursuant to the Plan are exercisable
for a period of five years after the date of the grantee's retirement (provided
retirement occurs at or after age 62), and at disability, or death. If
employment is terminated other than by retirement, disability, or death, vested
options must be exercised within 90 days after the effective date of
termination. Any option not exercised within such period will be deemed
cancelled.

In the fourth quarter of 2001, the Company also granted stock options to
non-employee directors. The Director Option Plan was implemented to facilitate 
and encourage investment in the common stock of the Company by non-employee 
directors whose efforts, solely as directors, are expected to contribute to the
Company's future growth and continued success. The options granted pursuant to
the Plan expire at the earlier of 10 years from the date of grant or two years
after the optionee ceases to serve as a director of the Company. Options not
exercised within the appropriate time shall expire and be deemed cancelled. The
Plan covers non-employee directors as determined by the Company's Board of 
Directors. Options under the Plan were granted in the form of non-statutory 
stock options with the aggregate number of shares of common stock available for
grant under the Plan set at 99,000 (adjusted for the 10% stock dividend) shares.

A summary of the Company's stock option activity, and related information for
the years ended December 31 is as follows:

Table 50

                                                     2002                           2001                           2000
                                           --------------------------    ---------------------------     -------------------------- 
                                                         WEIGHTED-                      Weighted-                      Weighted- 
                                           OPTION         AVERAGE         Option         Average         Option         Average  
                                           SHARES      EXERCISE PRICE     Shares      Exercise Price     Shares      Exercise Price
                                          --------     --------------    --------     --------------     -------     -------------- 
                                                                                                              
Outstanding, beginning of year             202,302     $        18.65      84,451     $        19.69      59,968     $        21.78 
Granted                                     68,351              27.12     120,601              17.90      59,968              17.60 
Exercised                                    5,500              23.91          --                 --          --                 -- 
Forfeited                                       --                 --       2,750              15.33      35,485              19.69 
                                          --------     --------------   ---------     --------------    --------     -------------- 
Outstanding, end of year                   265,153     $        21.18     202,302     $        18.65      84,451     $        19.69 
                                          ========     ==============   =========     ==============    ========     ============== 
Exercisable at end of year                  44,000     $        23.91      49,500     $        23.91          --     $           -- 
Weighted-average fair value of 
  options granted during the year         $   7.31                       $   5.28                        $  2.97
</Table>
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For options with exercise prices ranging from $15.33 to $23.91 the number of
options outstanding is 196,802, the weighted-average exercise price and the 
weighted-average remaining estimated life of the options outstanding are $19.12 
and approximately 10 years, respectively , while the number and weighted-average 
exercise price of options currently exercisable is 44,000 and $23.91.



For options with the exercise price of $27.12, the number and the remaining
estimated life were 68,351 and approximately 13 years, while none of the options
are currently exercisable.

NOTE 12. LITIGATION, COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company is a defendant in various legal
actions and asserted claims most of which involve lending and collection
activities. While the Company and legal counsel are unable to assess the
ultimate outcome of each of these matters with certainty, they are of the belief
that the resolution of these actions should not have a material adverse affect
on the financial position of the Company.

The Company conducts mortgage banking operations through UFM, a wholly-owned 
subsidiary of FCBNA. The majority of loans originated by UFM are sold to larger
national investors on a service released basis. Loans are sold under Loan Sales
Agreements which contain various repurchase provisions. These repurchase
provisions give rise to a contingent liability for loans which could
subsequently be submitted to UFM for repurchase. The principal events which
could result in a repurchase obligation are i.) the discovery of fraud or
material inaccuracies in a sold loan file, and ii.) a default on the first
payment due after a loan is sold to the investor, coupled with a ninety-day 
delinquency in the first year of the life of the loan. Other events and
variations of these events could result in a loan repurchase under terms of
other Loan Sales Agreements. The volume of contingent loan repurchases is
dependent on the quality of loan underwriting and systems employed by UFM for
quality control in the production of mortgage loans. To date, only two such
loans totaling $250,000 have been considered for repurchase. Accordingly, loan
repurchases have not had a material adverse effect on the financial position,
results of operations or cash flows of UFM or the Company.

UFM also originates government guaranteed FHA and VA loans that are also sold to
third-party investors. The department of Housing and Urban Development ("HUD") 
periodically audits loan files of government guaranteed loans and may require
UFM to execute indemnification agreements on loans which do not meet certain
predefined underwriting guidelines. To date, UFM has been required to execute
only three such indemnification agreements for defaults which may occur over the
five-year period following the indemnification and no losses have occurred under 
such agreements. Accordingly, loan indemnifications have not had a material
adverse effect on the financial position, results of operations or cash flows of
UFM or the Company.

UFM is subject to net worth requirements issued by HUD. Failure to meet these
minimum capital requirements can initiate certain mandatory and possibly
additional discretionary actions that, if undertaken, could have a direct
material effect on UFM's operations. UFM was in compliance with HUD's $1.0
million minimum net worth requirement at December 31, 2002 and 2001. UFM's
tangible net worth was $4.2 million at December 31, 2002, which exceeded the HUD
requirement.

NOTE 13. REGULATORY CAPITAL REQUIREMENTS AND RESTRICTIONS

The primary source of funds for dividends paid by the Company is dividends
received from FCBNA. Dividends paid by FCBNA are subject to restrictions by
banking regulations. The most restrictive provision of the regulations requires
approval by the Office of the Comptroller of the Currency if dividends declared
in any year exceed the year's net income, as defined, plus retained net profit
of the two preceding years. During 2003, subsidiary accumulated earnings
available for distribution as dividends to the Company without prior
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approval are $22.0 million plus net income for the interim period through the
date of dividend declaration.

The Company and FCBNA are subject to various regulatory capital requirements
administered by the federal banking agencies. Failure to meet minimum capital
requirements can initiate certain mandatory and possibly additional



discretionary actions by regulators that, if undertaken, could have a direct
material effect on the Company's financial statements. Under the capital
adequacy guidelines and the regulatory framework for prompt corrective action,
which applies only to the Bank, the Bank must meet specific capital guidelines
that involve quantitative measures of the entity's assets, liabilities, and
certain off-balance sheet items as calculated under regulatory accounting 
practices. The entity's capital amounts and classifications are also subject to
qualitative judgments by the regulators about components, risk weightings, and
other factors.

Quantitative measures established by regulation to ensure capital adequacy
require the Company and FCBNA to maintain minimum amounts and ratios for total
and Tier 1 capital (as defined in the regulations) to risk-weighted assets (as 
defined), and of Tier 1 capital (as defined) to average assets (as defined). As
of December 31, 2002, the Company and banking subsidiary met all capital
adequacy requirements to which they are subject.

As of December 31, 2002 and 2001, the most recent notifications from the Federal
Reserve Board categorized the Bank as well capitalized under the regulatory
framework for prompt corrective action. To be categorized as well capitalized,
the Bank must maintain minimum Total risk-based, Tier 1 risk-based, and Tier 1 
leverage ratios as set forth in the table below. There are no conditions or
events since those notifications that management believes have changed the
institution's category.

Table 51

                                                                          DECEMBER 31, 2002
                                             ----------------------------------------------------------------------------- 
                                                                                                          TO BE WELL
                                                                                                        CAPITALIZED UNDER 
                                                                                FOR CAPITAL             PROMPT CORRECTIVE  
                                                       ACTUAL                ADEQUACY PURPOSES          ACTION PROVISIONS 
                                             ----------------------       ---------------------       -------------------- 
                                               AMOUNT        RATIO         AMOUNT        RATIO         AMOUNT       RATIO 
                                             ----------     -------       ---------     -------       ---------    ------- 
                                                                          (AMOUNTS IN THOUSANDS)
                                                                                                 
TOTAL CAPITAL TO RISK-WEIGHTED ASSETS 
First Community Bancshares, Inc.             $  131,097       13.33%      $  78,671       8.00%       $     N/A       N/A 
First Community Bank, N. A.                     119,434       12.20%         78,344       8.00%           97,930    10.00% 
                                             ----------     -------       ---------     -------       ---------    ------- 
TIER 1 CAPITAL TO RISK-WEIGHTED ASSETS 
First Community Bancshares, Inc.             $  118,618       12.06%      $  39,336       4.00%       $     N/A       N/A 
First Community Bank, N. A.                     107,164       10.94%         39,172       4.00%           58,758     6.00% 
                                             ----------     -------       ---------     -------       ---------    ------- 
TIER 1 CAPITAL TO AVERAGE ASSETS (LEVERAGE)
First Community Bancshares, Inc.             $  118,618        8.10%      $  58,581       4.00%       $     N/A       N/A 
First Community Bank, N. A.                     107,164        7.35%         58,344       4.00%           72,930     5.00% 
                                             ----------     -------       ---------     -------       ---------    ------- 
</Table>
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Table 52

                                                                          December 31, 2001
                                             ----------------------------------------------------------------------------- 
                                                                                                          To Be Well
                                                                                                        Capitalized Under 
                                                                                For Capital             Prompt Corrective  
                                                       Actual                Adequacy Purposes          Action Provisions 
                                             ----------------------       ---------------------       -------------------- 
                                               Amount        Ratio         Amount        Ratio         Amount       Ratio 
                                             ----------     -------       ---------     -------       ---------    ------- 
                                                                          (Amounts in Thousands)
                                                                                                 
TOTAL CAPITAL TO RISK-WEIGHTED ASSETS 
First Community Bancshares, Inc.             $  118,296       12.10%      $  78,234        8.00%      $     N/A        N/A 
First Community Bank, N. A.                     106,957       10.98%         77,933        8.00%         97,417      10.00% 
                                             ----------     -------       ---------     -------       ---------    ------- 



TIER 1 CAPITAL TO RISK-WEIGHTED ASSETS 
First Community Bancshares, Inc.             $  105,809       10.82%      $  39,117       4.00%       $     N/A        N/A 
First Community Bank, N. A.                      94,753        9.73%         38,967       4.00%          58,450       6.00% 
                                             ----------     -------       ---------     -------       ---------    ------- 
TIER 1 CAPITAL TO AVERAGE ASSETS (LEVERAGE)
First Community Bancshares, Inc.             $  105,809        7.93%      $  53,398       4.00%       $     N/A        N/A 
First Community Bank, N. A.                      94,753        7.13%         53,170       4.00%          66,462       5.00% 
                                             ----------     -------       ---------     -------       ---------    ------- 
</Table>

The tangible common equity ratio excludes goodwill and other intangible assets
from both the numerator and denominator.

Tier 1 capital consists of total equity plus qualifying capital securities and
minority interests, less unrealized gains and losses accumulated in other
comprehensive income, certain intangible assets, and adjustments related to the
valuation of mortgage servicing assets and certain equity investments in
non-financial companies (principal investments). 

Total risk-based capital is comprised of Tier 1 capital plus qualifying 
subordinated debt and allowance for loan losses and a portion of unrealized
gains on certain equity securities. 

Both the Tier 1 and the total risk-based capital ratios are computed by dividing 
the respective capital amounts by risk-weighted assets, as defined. 

The leverage ratio reflects Tier 1 capital divided by average total assets for
the period. Average assets used in the calculation exclude certain intangible
and mortgage servicing assets.

NOTE 14. OTHER OPERATING EXPENSES

Included in other operating expenses are certain costs, the total of which
exceeds one percent of combined interest income and non-interest income. 
Following are such costs for the years indicated:

Table 53

                                               YEARS ENDED DECEMBER 31,

                                             2002       2001       2000
                                           --------   --------   -------- 
                                                 (Amounts in Thousands)
                                                             
Advertising and public relations           $  1,347   $  1,223   $      *
Other service fees                         $  1,547   $  1,261   $      *
Telephone and data communications          $  1,207   $      *   $      *
</Table>

* Cost did not exceed the one percent requirement for the reported period.
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NOTE 15. FAIR VALUE OF FINANCIAL INSTRUMENTS

Fair value information about financial instruments, whether or not recognized in
the balance sheet, for which it is practical to estimate the value is based upon
the characteristics of the instruments and relevant market information.
Financial instruments include cash, evidence of ownership in an entity, or
contracts that convey or impose on an entity the contractual right or obligation
to either receive or deliver cash for another financial instrument. Fair value
is the amount at which a financial instrument could be exchanged in a current
transaction between willing parties, other than in a forced sale or liquidation,
and is best evidenced by a quoted market price if one exists.

The following summary presents the methodologies and assumptions used to



estimate the fair value of the Company's financial instruments presented below.
The information used to determine fair value is highly subjective and judgmental
in nature and, therefore, the results may not be precise. Subjective factors
include, among other things, estimates of cash flows, risk characteristics,
credit quality, and interest rates, all of which are subject to change. Since
the fair value is estimated as of the balance sheet date, the amounts that will
actually be realized or paid upon settlement or maturity on these various
instruments could be significantly different.

Table 54

                                                               2002                      2001
                                                      ------------------------------------------------- 
                                                      CARRYING                    Carrying
                                                       AMOUNT      FAIR VALUE      Amount    Fair Value
                                                      --------     ----------     --------   ---------- 
                                                                  (Amounts in Thousands)
                                                                                 
Assets:
   Cash and cash equivalents                          $124,585     $  124,585     $ 47,815   $   47,815
   Securities available for sale                       300,885        300,885      354,007      354,007
   Securities held to maturity                          41,014         43,342       41,884       43,393
   Derivative financial instruments                      1,677          1,677          480          480
   Loans held for sale                                  66,364         67,503       65,532       66,787
   Loans held for investment                           913,211        933,691      890,544      905,361
   Interest receivable                                   7,897          7,897        8,765        8,765
Liabilities:
   Demand deposits                                     165,557        165,557      161,346      161,346
   Interest-bearing demand deposits                    200,296        200,296      183,685      183,685 
   Savings deposits                                    180,786        180,786      142,839      142,839
   Time deposits                                       593,088        604,313      590,390      593,548
   Federal funds purchased                                  --             --       26,500       26,500 
   Securities sold under agreements to repurchase       91,877         92,112       79,262       79,524
   Interest, taxes and other obligations                15,940         15,940       15,852       15,852
   Other indebtedness                                  124,357        141,496      145,320      155,104
</Table>
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FINANCIAL INSTRUMENTS WITH BOOK VALUE EQUAL TO FAIR VALUE

The book values of cash and due from banks, federal funds sold and purchased,
interest receivable, and interest, taxes and other liabilities are considered to
be equal to fair value as a result of the short-term nature of these items. 

SECURITIES AVAILABLE FOR SALE

For securities available for sale, fair value is based on current market
quotations, where available. If quoted market prices are not available, fair
value has been based on the quoted price of similar instruments. 

SECURITIES HELD TO MATURITY 

For investment securities, fair value has been based on current
market quotations, where available. If quoted market prices are not available,
fair value has been based on the quoted price of similar instruments.

DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments are recorded at estimated fair value based upon
current market pricing for similar instruments.

LOANS

The estimated value of loans held for investment is measured based upon
discounted future cash flows and using the current rates for similar loans.
Loans held for sale are recorded at lower of cost or estimated fair value. The
fair value of loans held for sale is determined based upon the market sales
price of similar loans.



DEPOSITS AND SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

Deposits without a stated maturity, including demand, interest-bearing demand, 
and savings accounts, are reported at their carrying value in accordance with
FAS No. 107. No value has been assigned to the franchise value of these
deposits. For other types of deposits with fixed maturities, fair value has been
estimated by discounting future cash flows based on interest rates currently
being offered on deposits with similar characteristics and maturities.

OTHER INDEBTEDNESS

Fair value has been estimated based on interest rates currently available to the
Company for borrowings with similar characteristics and maturities.

COMMITMENTS TO EXTEND CREDIT, STANDBY LETTERS OF CREDIT, AND FINANCIAL 
GUARANTEES

The amount of off-balance sheet commitments to extend credit, standby letters of 
credit, and financial guarantees is considered equal to fair value. Because of
the uncertainty involved in attempting to assess the likelihood and timing of
commitments being drawn upon, coupled with the lack of an established market and
the wide diversity of fee structures, the Company does not believe it is
meaningful to provide an estimate of fair value that differs from the given
value of the commitment.
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NOTE 16. PARENT COMPANY FINANCIAL INFORMATION

Condensed financial information related to First Community Bancshares, Inc. as
of December 31, 2002 and 2001, and for each of the years ended December 31,
2002, 2001 and 2000 is as follows:

CONDENSED BALANCE SHEETS

Table 55

                                                                                          DECEMBER 31
                                                                                       2002         2001
                                                                                 ---------           --------- 
                                                                                     (Amounts in Thousands)
                                                                                               
ASSETS
Cash                                                                             $   6,129           $   5,820
Investment in subsidiary                                                           140,767             121,679
Other assets                                                                         6,220               6,056
                                                                                 ---------           --------- 
    Total assets                                                                 $ 153,116           $ 133,555
                                                                                 =========           =========
LIABILITIES
Other liabilities                                                                $     654           $     514
STOCKHOLDERS' EQUITY
Common stock                                                                         9,957               9,955
Additional paid-in capital                                                          58,642              60,189 
Retained earnings                                                                   79,084              62,566
Treasury stock                                                                      (1,982)               (424)
Accumulated other comprehensive income                                               6,761                 755
                                                                                 ---------           --------- 
    Total stockholders' equity                                                     152,462             133,041
                                                                                 ---------           --------- 
    Total liabilities and stockholders' equity                                   $ 153,116           $ 133,555
                                                                                 =========           =========
</Table>

CONDENSED STATEMENTS OF INCOME



Table 56

                                                                                                DECEMBER 31,
                                                                                       2002           2001          2000
                                                                                 -----------    -----------     ---------- 
                                                                               (Amounts in Thousands, Except Per Share Data) 

                                                                                                       
Cash dividends received from subsidiary bank                                     $    11,500    $     8,500     $    7,000 
                                                                                 -----------    -----------     ---------- 
Other income                                                                             650            331            339 
Operating expense                                                                       (759)          (552)          (278) 
                                                                                 -----------    -----------     ---------- 
                                                                                      11,391          8,279          7,061 
Income tax benefit                                                                       311             72            (18) 
Equity in undistributed earnings of subsidiary                                        13,017         10,783         10,020 
                                                                                 -----------    -----------     ---------- 
Net income                                                                       $    24,719    $    19,134     $   17,063 
                                                                                 -----------    -----------     ---------- 
Basic earnings per share                                                         $      2.49    $      1.92     $     1.78 
                                                                                 -----------    -----------     ---------- 
Diluted earnings per share                                                       $      2.48    $      1.92     $     1.78 
                                                                                 ===========    ===========     ========== 
</Table>
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CONDENSED STATEMENTS OF CASH FLOWS

Table 57

                                                                    YEARS ENDING DECEMBER 31,
                                                                2002           2001            2000
                                                           ------------    ------------    ------------ 
                                                                      (Amounts in Thousands)

                                                                                           
CASH FLOWS FROM OPERATING ACTIVITIES:
Net income                                                 $     24,719    $     19,134    $     17,063
Adjustments to reconcile net income to net cash provided
by operating activities:
  Equity in undistributed earnings of subsidiary                (13,017)        (10,783)        (10,020)
  (Decrease) increase in other assets                              (138)             85             132
  Gain on sale of assets                                           (375)             (9)             -- 
  Increase in other liabilities                                   1,169             621             138
  Other, net                                                        185              --              -- 
                                                           ------------    ------------    ------------ 
Net cash provided by operating activities                        12,543           9,048           7,313
                                                           ------------    ------------    ------------ 
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of securities available for sale                        (1,671)         (2,855)         (1,038)
Proceeds from sale of securities available for sale               1,954             586              26
                                                           ------------    ------------    ------------ 
Net cash provided by(used in) investing activities                  283          (2,269)         (1,012)
                                                           ------------    ------------    ------------ 
CASH FLOWS FROM FINANCING ACTIVITIES:
Repayment of long-term debt                                        (100)             --              -- 
Acquisition of treasury stock                                    (2,491)           (599)         (2,869)
Dividends paid                                                   (9,926)         (8,875)         (8,338)
                                                           ------------    ------------    ------------ 
Net cash used in financing activities                           (12,517)         (9,474)        (11,207)
                                                           ------------    ------------    ------------ 



Net increase (decrease) in cash and cash equivalents                309          (2,695)         (4,906)
Cash and cash equivalents at beginning of year                    5,820           8,515          13,421
                                                           ------------    ------------    ------------ 
Cash and cash equivalents at end of year                   $      6,129    $      5,820    $      8,515
                                                           ============    ============    ============
</Table>

NOTE 17. SEGMENT INFORMATION

The Company operates two business segments: community banking and mortgage
banking. These segments are primarily identified by the products or services
offered and the channels through which they are offered. The community banking
segment consists of the Company's full-service bank which offers customers 
traditional banking products and services through various delivery channels. The
mortgage banking segment consists of mortgage brokerage facilities that
originate, acquire, and sell mortgage products. The accounting policies for each
of the business segments are the same as those of the Company described in Note
1.

                                       70

Information for each of the segments is included below:

Table 58

                                                                                   DECEMBER 31, 2002
                                                        --------------------------------------------------------------------------- 
                                                         COMMUNITY       MORTGAGE
                                                          BANKING         BANKING         PARENT       ELIMINATIONS        TOTAL 
                                                        ------------   ------------    ------------    ------------    ------------ 
                                                                                   (AMOUNTS IN THOUSANDS)

                                                                                                                 
Net interest income                                     $     59,998   $        915    $        268    $         15    $     61,196 
Provision for loan losses                                      4,208             --              --              --           4,208 
                                                        ------------   ------------    ------------    ------------    ------------ 
Net interest income after provision for loan losses           55,790            915             268              15          56,988 
Other income                                                  10,075          9,435             382             157          20,049 
Other expenses                                                31,786          9,552             759             172          42,269 
                                                        ------------   ------------    ------------    ------------    ------------ 
Income (loss) before income taxes                             34,079            798            (109)             --          34,768 
Income tax expense (benefit)                                  10,051            309            (311)             --          10,049 
                                                        ------------   ------------    ------------    ------------    ------------ 
Net income                                              $     24,028   $        489    $        202    $         --    $     24,719 
                                                        ============   ============    ============    ============    ============ 
Average assets                                          $  1,467,969   $     62,457    $    143,356    $   (201,538)   $  1,472,244 
                                                        ============   ============    ============    ============    ============ 
</Table>

Table 59

                                                                                     December 31, 2001
                                                        --------------------------------------------------------------------------- 
                                                         Community       Mortgage
                                                          Banking         Banking        Parent        Eliminations        Total 
                                                        ------------   ------------    ------------    ------------    ------------ 
                                                                                   (Amounts in Thousands)



                                                                                                                 
Net interest income                                     $     49,379   $        462    $        315    $        264    $     50,420 
Provision for loan losses                                      5,134             --              --              --           5,134 
                                                        ------------   ------------    ------------    ------------    ------------ 
Net interest income after provision for loan losses           44,245            462             315             264          45,286 
Other income                                                  10,839          9,582              16            (162)         20,275 
Other expenses                                                29,285          8,086             552             102          38,025 
                                                        ------------   ------------    ------------    ------------    ------------ 
Income (loss) before income taxes                             25,799          1,958            (221)             --          27,536 
Income tax expense (benefit)                                   7,805            669             (72)             --           8,402 
                                                        ------------   ------------    ------------    ------------    ------------ 
Net income                                              $     17,994   $      1,289    $       (149)   $         --    $     19,134 
                                                        ============   ============    ============    ============    ============ 
Average assets                                          $  1,365,164   $     45,271    $    128,732    $   (252,853)   $  1,286,314 
                                                        ============   ============    ============    ============    ============ 
</Table>

Table 60

                                                                                    December 31, 2000
                                                        --------------------------------------------------------------------------- 
                                                          Community       Mortgage
                                                           Banking        Banking         Parent       Eliminations       Total 
                                                        ------------   ------------    ------------    ------------    ------------ 
                                                                                  (Amounts in Thousands)

                                                                                                                 
Net interest income                                     $     45,969   $         65    $        339    $        206    $     46,579 
Provision for loan losses                                      3,986             --              --              --           3,986 
                                                        ------------   ------------    ------------    ------------    ------------ 
Net interest income after provision for loan losses           41,983             65             339             206          42,593 
Other income                                                   7,911          4,651              --             (70)         12,492 
Other expenses                                                25,560          4,994             278             136          30,968 
                                                        ------------   ------------    ------------    ------------    ------------ 
Income (loss) before income taxes                             24,334           (278)             61              --          24,117 
Income tax expense (benefit)                                   7,122            (86)             18              --           7,054 
                                                        ------------   ------------    ------------    ------------    ------------ 
Net income                                              $     17,212   $       (192)   $         43    $         --    $     17,063 
                                                        ============   ============    ============    ============    ============ 
Average assets                                          $  1,124,304   $      7,024    $    108,133    $   (111,782)   $  1,127,679 
                                                        ============   ============    ============    ============    ============ 
</Table>
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NOTE 18. SUPPLEMENTAL FINANCIAL DATA (UNAUDITED)

Quarterly earnings for the years ended December 31, 2002 and 2001 are as
follows:

Table 61

                                                                       FIRST COMMUNITY BANCSHARES, INC.
                                                                         QUARTERLY EARNINGS SUMMARY

                                                                                   2002
                                                            MARCH 31       JUNE 30        SEPT. 30        DEC. 31
                                                          ------------   ------------   ------------    ----------- 
                                                                 (AMOUNTS IN THOUSANDS, EXCEPT PER SHARE DATA)



                                                                                                    
Interest income                                           $     24,043   $     24,179   $     24,451   $     23,531
Interest expense                                                 9,570          9,007          8,440          7,991
                                                          ------------   ------------   ------------    ----------- 
Net interest income                                             14,473         15,172         16,011         15,540
Provision for loan losses                                          937          1,022          1,302            947
                                                          ------------   ------------   ------------    ----------- 
Net interest income after provision for loan losses             13,536         14,150         14,709         14,593
Other income                                                     5,677          4,955          4,975          4,833
Securities gains (losses)                                          177              9             22           (599)
Other expenses                                                  10,609         10,446         10,251         10,963
                                                          ------------   ------------   ------------    ----------- 
Income before income taxes                                       8,781          8,668          9,455          7,864
Income taxes                                                     2,464          2,630          2,869          2,086
                                                          ------------   ------------   ------------    ----------- 
Net income                                                       6,317          6,038          6,586   $      5,778
                                                                                                       ------------ 
FAS147 goodwill amortization                                       139            142            143              *
                                                          ------------   ------------   ------------                  
Net income as previously reported                         $      6,178   $      5,896   $      6,443              *
                                                          ============   ============    ===========
Per share:
 Basic earnings                                           $       0.64   $       0.61   $       0.66    $       0.58
 Diluted                                                  $       0.64   $       0.61   $       0.66    $       0.57
 Earnings per share as previously reported                $       0.62   $       0.59   $       0.65    $          *
 Dividends                                                $       0.25   $       0.25   $       0.25    $       0.25
Weighted-average basic shares outstanding                        9,933          9,945          9,928           9,893 
                                                          ============   ============   ============    ============
Weighted-average diluted shares outstanding                      9,978          9,994          9,978           9,945 
                                                          ============   ============   ============    ============
</Table>
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Table 62

                                                                              FIRST COMMUNITY BANCSHARES, INC.
                                                                                QUARTERLY EARNINGS SUMMARY

                                                                                           2001
                                                                     March 31      June 30      Sept. 30     Dec. 31
                                                                    ----------   ----------    ----------   ---------- 
                                                                      (Amounts in Thousands, Except  Per Share Data)

                                                                                                       
Interest income                                                     $   22,901   $   23,135    $   23,390   $   23,403
Interest expense                                                        10,986       10,882        10,580        9,961
                                                                    ----------   ----------    ----------   ---------- 
Net interest income                                                     11,915       12,253        12,810       13,442
Provision for loan losses                                                  747          985         1,282        2,120
                                                                    ----------   ----------    ----------   ---------- 
Net interest income after provision for loan losses                     11,168       11,268        11,528       11,322
Other income                                                             4,167        5,010         5,333        5,584
Securities gains (losses)                                                   51           (7)          153          (16)
Other expenses                                                           8,953        9,628         9,703        9,741
                                                                    ----------   ----------    ----------   ---------- 
Income before income taxes                                               6,433        6,643         7,311        7,149
Income taxes                                                             1,977        2,034         2,311        2,080
                                                                    ----------   ----------    ----------   ---------- 
Net income as reported                                                   4,456        4,609         5,000        5,069
FAS142 & 147 goodwill amortization                                         458          464           468          485
                                                                    ----------   ----------    ----------   ---------- 

Adjusted net income                                                 $    4,914   $    5,073    $    5,468   $    5,554
                                                                    ----------   ----------    ----------   ---------- 

Per share:

   Basic earnings and diluted                                       $     0.45   $     0.46    $     0.50   $     0.51



   Basic & diluted earnings per share adjusted for FAS142 & 147     $     0.49   $     0.51    $     0.55   $     0.56
   Dividends                                                        $     0.21   $     0.21    $     0.21   $     0.26
Weighted-average basic shares outstanding                                9,945        9,948         9,944        9,940 
                                                                    ==========   ==========    ==========   ==========
Weighted-average diluted shares outstanding                              9,952        9,967        10,003        9,992 
                                                                    ==========   ==========    ==========   ==========
</Table>

*  Goodwill amortization on branch acquisitions ceased October 1, 2002 in 
   accordance with FAS147. Goodwill amortization on all other purchase business
   combinations ceased on January 1, 2002.
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REPORT OF INDEPENDENT AUDITORS

   TO THE BOARD OF DIRECTORS
   OF FIRST COMMUNITY BANCSHARES, INC.

We have audited the accompanying consolidated balance sheets of First Community
Bancshares, Inc. and subsidiary as of December 31, 2002 and 2001, and the
related consolidated statements of income, cash flows and changes in
stockholders' equity for each of the three years in the period ended December
31, 2002. These consolidated financial statements are the responsibility of the
Company's management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in
all material respects, the consolidated financial position of First Community
Bancshares, Inc. and subsidiary at December 31, 2002 and 2001, and the
consolidated results of their operations and cash flows for each of the three
years in the period ended December 31, 2002, in conformity with accounting
principles generally accepted in the United States.

As discussed in Note 1 to the consolidated financial statements, in 2002 the
Company changed its method of accounting for goodwill as required by Financial
Accounting Standards Board Statement No. 142, Goodwill and Other Intangible
Assets, and Statement No. 147, Acquisitions of Certain Financial Institutions.

/s/ ERNST & YOUNG LLP

Charleston, West Virginia
January 27, 2003
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REPORT OF MANAGEMENT'S RESPONSIBILITIES

The management of First Community Bancshares, Inc. is responsible for the
integrity of its financial statements and their preparation in accordance with
accounting principles generally accepted in the United States. To fulfill this
responsibility requires the maintenance of a sound accounting system supported
by strong internal controls. The Company believes it has a high level of
internal control which is maintained by the recruitment and training of
qualified personnel, appropriate divisions of responsibility, the development
and communication of accounting and other procedures, and comprehensive internal
audits.

Our independent auditors, Ernst & Young LLP, are engaged to audit, and render an
opinion on, the fairness of our consolidated financial statements in conformity
with accounting principles generally accepted in the United States. Our
independent auditors obtain an understanding of our internal accounting control
systems, review selected transactions and carry out other auditing procedures
before expressing their opinion on our consolidated financial statements.



The Board of Directors has appointed an Audit Committee, composed of outside
directors, that periodically meets with the independent auditors, bank
examiners, management and internal auditors to review the work of each. The
independent auditors, bank examiners and the Company's internal auditors have
free access to meet with the Audit Committee without management's presence.

/s/ JOHN M. MENDEZ

John M. Mendez, President & Chief Executive Officer

/s/ KENNETH P. MULKEY

Kenneth P. Mulkey, Controller

/s/ ROBERT L. SCHUMACHER

Robert L. Schumacher, Chief Financial Officer

                                       75

  BOARD OF DIRECTORS                        OFFICERS
  FIRST COMMUNITY BANCSHARES, INC.          FIRST COMMUNITY BANCSHARES, INC.

SAM CLARK (Emeritus)                      John M. Mendez
Agent, State Farm Insurance               President and Chief Executive Officer
Owner, Country Junction Company, Inc.

                                          ROBERT L. SCHUMACHER
ALLEN T. HAMNER                           Chief Financial Officer
Professor of Chemistry, West Virginia
Wesleyan College; Member Executive
Committee and Chairman, Audit Committee   ROBERT L. BUZZO
                                          Vice President and Secretary

B. W. HARVEY
President, Highlands Real Estate          E. STEPHEN LILLY
Management, Inc.; Member Executive        Chief Operating Officer
Committee and Audit Committee

                                          KENNETH P. MULKEY
I. NORRIS KANTOR                          Controller
Partner, Katz, Kantor & Perkins,          
Attorneys-at-Law 

JOHN M. MENDEZ
President and Chief Executive Officer,
First Community Bancshares, Inc.;
Executive Vice President, First Community
Bank, N. A.; Member Executive Committee

A. A. MODENA
Past Executive Vice President and Secretary,
First Community Bancshares, Inc.;
Past President & Chief Executive Officer,
The Flat Top National Bank of Bluefield;
Member Executive Committee

ROBERT E. PERKINSON, JR.
Past Vice President - Operations, 
MAPCO Coal, Inc. - Virginia Region; 
Vice Chairman, Audit Committee

WILLIAM P. STAFFORD
President, Princeton Machinery Service, Inc.;
Chairman, First Community Bancshares, Inc.;
Member Executive Committee and



Audit Committee

WILLIAM P. STAFFORD, II
Attorney-at-Law, Brewster, Morhous, 
Cameron, Mullins, Caruth, Moore, Kersey &
Stafford, PLLC; Member Executive Committee

W. W. TINDER, JR.
Chairman of the Board and Chief Executive
Officer, Tinder Enterprises, Inc.;
CEO, Tinco Leasing Corporation (Real Estate
Holdings); Member Executive Committee
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  BOARD OF DIRECTORS

  FIRST COMMUNITY BANK, N. A.

Table 63

K. A. AMMAR, JR.                                         A. A. MODENA                                
President and Chief Executive Officer,                   Past Executive Vice President and Secretary,
Ammar's Inc. and Magic Mart                              First Community Bancshares, Inc.;           
                                                         Past President and Chief Executive Officer, 
                                                         The Flat Top National Bank of Bluefield     
DR. JAMES P. BAILEY                                                                                  
Veterinarian, Veterinary Associates, Inc.                                                            
Chairman Emeritus,                                       ROBERT E. PERKINSON, JR.                    
First Community Bank, N. A.                              Past Vice President - Operations,            
                                                         MAPCO Coal, Inc. - Virginia Region           
                                                                                                     
W. C. BLANKENSHIP, JR.                                                                               
Agent, State Farm Insurance                              CLYDE B. RATLIFF                            
                                                         President, Gasco Drilling, Inc.             
                                                                                                     
D. L. BOWLING, JR.                                                                                   
President, True Energy, Inc.                             RICHARD G. RUNDLE                           
                                                         Attorney-at-Law, Rundle and Rundle, LC       
                                                                                                     
JUANITA G. BRYAN                                                                                     
Homemaker                                                WILLIAM P. STAFFORD                         
                                                         President, Princeton Machinery Service, Inc.
                                                                                                     
ROBERT L. BUZZO                                                                                      
Vice President and Secretary,                            WILLIAM P. STAFFORD, II                     
First Community Bancshares, Inc.                         Attorney at Law, Brewster,                  
President, First Community Bank, N. A.                   Morhous, Cameron, Mullins, Caruth, Moore,   
                                                         Kersey & Stafford, PLLC                     
                                                                                                     
SAM CLARK                                                                                            
Agent, State Farm Insurance                              W. W. TINDER, JR.                           
Owner, Country Junction Company, Inc.                    Chairman and Chief Executive Officer,       
                                                         Tinder Enterprises, Inc.                    
                                                                                                     
C. WILLIAM DAVIS                                                                                     
Attorney-at-Law, Richardson & Davis                      DALE F. WOODY                                
                                                         President, Woody Lumber Company             

ALLEN T. HAMNER, PH.D.
Professor of Chemistry,
West Virginia Wesleyan College

B. W. HARVEY
President, Highlands Real Estate
Management, Inc.; Chairman, First
Community Bank, N. A.



I. NORRIS KANTOR
Partner, Katz, Kantor & Perkins,
Attorneys-at-Law 

JOHN M. MENDEZ
President and Chief Executive Officer, First
Community Bancshares, Inc.; Executive Vice
President, First Community Bank, N. A.
</Table>

                                       77

LOCATIONS & Other Information

   First Community Bank, N. A.

Table 64

1001 Mercer Street                       Main Street                            302 Washington Square             
Princeton, West Virginia                 Rowlesburg, West Virginia 26425        Richlands, Virginia 24641         
24740-5939                               (304) 454-2431                         (276) 964-7454                     
(304) 487-9000 or (304) 327-5175                                                                                   
Pine Plaza Branch (304) 431-2225         16 West Main Street                    Chase Street & Alley 7             
                                         Richwood, West Virginia 26261          Clintwood, Virginia 24228         
211 Federal Street                       (304) 846-2641                         (276) 926-4671                     
Bluefield, West Virginia 24701-0950                                                                                
(304) 325-7151                           Railroad and White Avenue              747 Fort Chiswell Road             
Mercer Mall Branch (304) 327-0431        Richwood, West Virginia 26261          Max Meadows, Virginia 24360        
                                         (304) 846-2641                         (276) 637-3122                     
Blue Prince Road, Green Valley                                                                                    
Bluefield, West Virginia 24701-6160      874 Broad Street                       8044 Main Street                   
(304) 325-3641                           Summersville, West Virginia 26651      Pound, Virginia 24279              
                                         (304) 872-4402                         (276) 796-5431                     
Highway 52                                                                                                        
Bluefield, West Virginia 24701-3068      Route 20 & Williams River Road         910 East Main Street               
(304) 589-3301                           Cowen, West Virginia 26206             Wytheville, Virginia 24382         
                                         (304) 226-5924                         (276) 228-1901                     
101 Vermillion Street                                                                                             
Athens, West Virginia 24712              Route 55, Red Oak Plaza                431 South Main Street             
(304) 384-9010                           Craigsville, West Virginia 26205       Emporia, Virginia 23847-2313       
                                         (304) 742-5101                         (434) 634-8866                     
Corner of Bank & Cedar Streets                                                                                    
Pineville, West Virginia 24874-0249      111 Citizens Drive                     4677 Main Street                   
(304) 732-7011                           Beckley, West Virginia 25801-2970      Drakes Branch, Virginia 23937      
East Pineville Branch                    (304) 252-9400                         (434) 568-3301                     
(304) 732-7011                                                                                                     
                                         50 Brookshire Lane                     125 West Atlantic Street          
Mullens Shopping Plaza                   Beckley, West Virginia 25801-6765      Emporia, Virginia 23847            
Route 54                                 (304) 254-9041                         (434) 634-6555                     
Mullens, West Virginia 25882                                                                                      
(304) 294-0700                           119 Main Street                        511 Main Street                    
                                         Greenville, West Virginia 24945        Clifton Forge, Virginia 24422     
Route 10, Cook Parkway                   (304) 832-6265                         (540) 862-4251                     
Oceana, West Virginia 24870-1680                                                                                   
(304) 682-8244                           298 Stokes Drive                       101 Brookfall Dairy Road           
                                         Hinton, West Virginia 25951            Elkin, North Carolina 28621       
2 West Main Street                       (304) 466-5502                         (336) 835-2265                     
Buckhannon, West Virginia 26201-0280                                                                               
(304) 472-1112                           U. S. 219 North                        5519 Mountain View Road            
                                         Lindside, West Virginia 24951          Hays, North Carolina 28635        
100 Market Street                        (304) 753-4311                         (336) 696-2265                     
Man, West Virginia 25635                                                                                          
(304) 583-6525                           101 Sanders Lane                       57 N. Main Street                  
                                         Bluefield, Virginia 24605              Sparta, North Carolina 28675      
Corner of Main & Latrobe Streets         (276) 322-5487                         (336) 372-2265                     
Grafton, West Virginia 26354-0278                                                                                  
(304) 265-1111                           643 E. Riverside Drive                 150 N. Center Street               
                                         Tazewell, Virginia 24651               Taylorsville, North Carolina 28681



216 Lincoln Street                       (276) 988-5577                         (828) 632-2265                     
Grafton, West Virginia 26354-1442         
(304) 265-5111 
</Table>
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Table 65

   Subsidiaries of First Community Bank, N. A.                   Financial Information
                                                            
UNITED FIRST MORTGAGE, INC.                                    CORPORATE HEADQUARTERS                                             
(A WHOLLY OWNED SUBSIDIARY OF FIRST COMMUNITY BANK, N. A.)     One Community Place                                                
1503 Santa Rosa Road, Suite 109                                P.O. Box 989                                                       
P. O. Box K-177                                                Bluefield, Virginia 24605-0989                                     
Richmond, Virginia 23288                                       (276) 326-9000                                                     
(804) 282-5631                                                 (276) 326-9010 Fax                                                 
                                                                                                                                  
STONE CAPITAL MANAGEMENT, INC.                                                                                                    
(A WHOLLY OWNED SUBSIDIARY OF FIRST COMMUNITY BANK, N. A.)     STOCK REGISTRAR AND TRANSFER AGENT                                 
207 Brookshire Lane                                            Registrar and Transfer Company                                     
Beckley, West Virginia 25801                                   10 Commerce Drive                                                  
(304) 256-3982                                                 Cranford, New Jersey 07016-3572                                    
                                                               (800) 368-5948                                                     
                                                                                                                                  
                                                                                                                                  
                                                               FORM 10-K                                                          
                                                               The Annual Report on Form 10-K, filed with the Securities and      
                                                               Exchange Commission, is available to shareholders upon request     
                                                               to the Chief Financial Officer of First Community Bancshares, Inc. 
                                                               or through the Company's website listed below.                     
                                                                                                                                  
                                                                                                                                  
                                                               FINANCIAL CONTACT                                                  
                                                               Robert L. Schumacher                                               
                                                               Chief Financial Officer                                            
                                                               First Community Bancshares, Inc.                                   
                                                               P. O. Box 989                                                      
                                                               Bluefield, Virginia 24605-0989                                     
                                                               Phone: (276) 326-9000                                              
                                                                                                                                  
                                                               INTERNET ACCESS                                                    
                                                               Website: www.fcbinc.com                                            
                                                               E-mail: ir@fcbinc.com                                              
                                                               Website: www.fcbresource.com                                       
                                                               E-mail: marketing@fcbinc.com                                       
</Table>

NOTES
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                    (FIRST COMMUNITY BANCSHARES, INC. LOGO)

                        First Community Bancshares, Inc.
                        One Community Place
                        Bluefield, VA 24605
                        276-326-9000 
                        www.fcbinc.com

Section 7: EX-23.A (EXHIBIT 23.A) 



                                                                  EXHIBIT 23 (a)

                         Consent of Independent Auditors

We consent to the incorporation by reference in this Annual Report (Form 10-K) 
of First Community Bancshares, Inc. of our report dated January 27, 2003,
included in the 2002 Annual Report to Shareholders of First Community
Bancshares, Inc.

We also consent to the incorporation by reference in the Registration Statements
(Form S-8, No. 333-63865, Form S-8, No. 333-31338 and Form S-8, No. 333-75222) 
pertaining to the Employee Stock Ownership and Savings Plan, the 1999 Stock
Option Plan and the 2001 Directors Stock Option Plan, respectively, of First
Community Bancshares, Inc. of our report dated January 27, 2003, with respect to
the consolidated financial statements of First Community Bancshares, Inc.
incorporated by reference in its Annual Report on Form 10-K for the year ended 
December 31, 2002.

                                                          /s/ Ernst & Young LLP

Charleston, West Virginia
March 21, 2003


