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ITEM 1. BUSINESS
General

C&F Financial Corporation (the "Corporation”) i®ank holding company which was incorporated unkderdaws of the Commonwealth of
Virginia in March, 1994. The Corporation owns diltlee stock of its sole subsidiary, Citizens andhfiexrs Bank (the "Bank"), which is an
independent commercial bank chartered under the ¢dthe Commonwealth of Virginia. The Bank hastaltof twelve branches including
the main office. The Bank has its main office ajliEh and Main Streets, West Point, Virginia, and baanch offices in Richmond, Norge,
Middlesex, Midlothian, Providence Forge, Quintoan8ston, Varina, Williamsburg (two branches), anest\Point (two branches). The Be
was originally opened for business under the naamers and Mechanics Bank on January 22, 1927.

The local community served by the Bank is genemdifined as those portions of King William Courtyng and Queen County, Hanover
County and Henrico County which are east of Ro6@& Essex, Middlesex, New Kent, Charles City, amuds City Counties; that portion of
York County which is directly north of James Citpuhty; that portion of Gloucester County which @th and west of Routes 14 and 17;
Northwestern Chesterfield County, the western portf the City of Richmond and western Henrico Gguaiong the Route 250 corridc

The Corporation, through its subsidiaries, offevgide range of banking services available to bothviduals and businesses. These services
include various types of checking and savings dépasounts, and the making of business, realestatvelopment, mortgage, home equity,
automobile, and other installment, demand and teams. The Bank also offers ATMs, internet banlksegvices, credit card services, trust
services, travelers' checks, money orders, safesitagentals, collections, notary public, wire seeg, and other customary bank services t
customers.

The Bank has four wholly-owned subsidiaries, C&HeTAgency, Inc., C&F Investment Services, Inc.,EBasurance Services, Inc., and
C&F Mortgage Corporation, all incorporated undex liws of the Commonwealth of Virginia. The Bankoabperates Citizens and
Commerce Bank (CCB), a division of the Bank, teotfanking services to the Richmond Market. CCBaigs two of the Bank's Richmond
Branches. C&F Title Agency, Inc. organized in O&ph992, sells title insurance. C&F Investment &ey; Inc., organized April 1995, is a
full-service brokerage firm offering a comprehemsiange of investment options including stocks,dsoannuities, and mutual funds. C&F
Insurance Services, Inc., organized in July 199$902.4% of the Virginia Bankers Insurance Certef; which currently offers insurance
products to commercial customers. C&F Mortgage G@fon, organized in September 1995, originateksafis residential mortgages. C&F
Mortgage Corporation provides mortgage servicesuiin seven locations in Virginia and three in Mang. The Virginia offices are in
Richmond (two locations), Williamsburg, Newport NevCharlottesville, Lynchburg, and Chester. TheWéard offices are in Annapoalis,
Crofton, and Ellicott City. See Note 16 to the Caligated Financial Statements for summarized fir@rieformation by business segment.

As of December 31, 2001, a total of 311 person&weenployed by the Corporation, of whom 32 were-paré. The Corporation considers
relations with its employees to be excellent.



Competition

The Bank is subject to competition from variousfigial institutions and other companies or firmat tffer financial services. The Bank's
principal competition in its market area considtalbthe major statewide and national banks. ThaekBalso competes for deposits with
savings associations, credit unions, money-matketd, and other community banks. In making loaresBank competes with consumer
finance companies, credit unions, leasing compaaigs other lenders.

C&F Mortgage Corporation competes for mortgage $aarits market areas with other mortgage compaoc@mamercial banks, and other
financial institutions.

C&F Investment Services and C&F Insurance Servoespete with other investment companies, brokefiages, and insurance companies
to provide these services.

C&F Title Agency competes with other title companie
Regulation and Supervision

The Corporation is subject to regulation by thedfatlReserve Bank under the Bank Holding CompartyoA&956. The Corporation is also
under the jurisdiction of the Securities and Exge@ommission and certain state securities comanissiith respect to matters relating to
the offer and sale of its securities. In additithe Bank is subject to regulation and examinatipthie State Corporation Commission and the
Federal Deposit Insurance Corporation.

ITEM 2. PROPERTIES

The following describes the location and generakatter of the principal offices and other matérishportant physical properties of the
Corporation and its subsidiary.

The Corporation owns the headquarters buildingtéztat Eighth and Main Streets in the businessiclistf West Point, Virginia. The
building, originally constructed in 1923, has thfle®rs totaling 15,000 square feet. This buildiguses the Citizens and Farmers Bank main
office branch and office space for the Corporas@iministrative personnel.

The Corporation owns a building located at Sevanith Main Streets in West Point, Virginia. The bimtgprovides space for Citizens and
Farmers Bank operations functions and staff. Thiglipg was originally constructed prior to 1935 anednodeled by the Corporation in 1991.
The two-story building has 20,000 square feet.

The Corporation owns a building located at Sixttl kain Streets in West Point, Virginia. The builgliprovides space for Citizens and
Farmers Bank loan operations functions and stéfé Building was bought and remodeled by the Cotmorén 1998. The building has 5,000
square feet.



The Corporation owns a building located at 1400efder Drive in Midlothian, Virginia. The buildingqvides space for CCB's main office
and branch and for C&F Mortgage Corporation's adstrative office. This two-story building has 25@08quare feet

Citizens and Farmers Bank owns ten other brandtitots in Virginia. Also, the Bank owns severaklot West Point, Virginia, and one otl
lot in New Kent County, Virginia.

C&F Mortgage Corporation has ten leased officegesén Virginia and three in Maryland. Rental expeffor these locations totaled
$580,000 for the year ended December 31, 2001.

All of the Corporation's properties are in good rgpi@g condition and are adequate for the Corpom&tipresent and anticipated future needs.
ITEM 3. LEGAL PROCEEDINGS

There are no material pending legal proceedinggiich the Corporation is a party or to which theperty of the Corporation is subject.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted during the fourth quasfehe fiscal year covered by this report to eevolt security holders of the Corporati
through a solicitation of proxies or otherwise.

PART Il
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND R ELATED STOCKHOLDER MATTERS

The Corporation's common stock is traded on the-theecounter market and is listed on the NasdagkStarket under the symbol "CFFL."
As of March 5, 2002, there were approximately 1,468reholders of record. Following are the high lamdclosing prices along with the
dividends that were paid quarterly in 2001 and 2@\&er-the-counter market quotations reflect indatdr prices, without retail mark up,
mark down, or commission, and may not necessaflyasent actual transactions.

2001 2000
Quarter  High Low Dividends High Low Dividends
First $16.50 $14.50 $0.14 $18.00 $11.25 $0.13
Second 1720 1590 0.14 17.75 11.25 0.13
Third 18.20 16.25 0.15 17.38 15.00 0.13
Fourth 21.00 1868 0.15 16.25 14.50 0.14



ITEM 6. SELECTED FINANCIAL DATA

FIVE YEAR FINANCIAL SUMMARY

2001 2000 1999 1998 1997

Selected Year-End Balances:
Total assets $40 4,075,974 $347,471,672 $329,241,321 $320 ,863,629 $278,105,969
Total capital 4 4,743,023 38,780,450 35,129,710 36 ,647,493 31,800,533
Total loans (net) 24 6,112,369 229,943,715 206,115,896 169 ,918,428 154,744,620
Total deposits 32 3,912,501 290,688,036 260,853,635 251 ,673,159 231,513,152
Summary of Operations:
Interest income 2 8,234,385 26,421,479 23,643,557 22 ,617,509 19,763,048
Interest expense 1 1,984,392 11,309,399 9,067,867 9 ,558,059 8,002,301
Net interest income 1 6,249,993 15,112,080 14,575,690 13 ,059,450 11,760,747
Provision for loan losses 400,000 400,000 600,000 600,000 330,000
Net interest income after provision for loan

losses 1 5,849,993 14,712,080 13,975,690 12 ,459,450 11,430,747
Other operating income 1 7,420,619 8,945,062 11,004,456 10 ,835,243 6,657,608
Other operating expenses 2 1,964,093 15,998,380 15,829,550 14 ,807,306 11,537,565
Income before taxes 1 1,306,519 7,658,762 9,150,596 8 ,487,387 6,550,790
Income tax expense 3,317,802 1,822,731 2,394,366 2 353,351 1,613,963
Net income $ 7,988,717 $ 5,836,031 $ 6,756,230 $ 6 ,134,036 $ 4,936,827
Per share

Earnings per common share--assuming
dilution $ 223 % 160 $ 181 $ 156 $ 1.25
Dividends .58 .53 49 44 .35

Weighted average number of shares--assuming

dilution 3,587,307 3,640,314 3,738,234 3 919,775 3,952,756
Significant Ratios 2001 2000 1999
Return on average assets 2.09% 1.76% 2.19%
Return on average equity 18.93 15.99 19.22
Dividend payout ratio 25.74 32.74 26.60
Average equity to average assets 11.05 10.99 11.38




ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATION

OVERVIEW

Net income totaled $8.0 million in 2001, an incea$ 36.9% compared to 2000. Included in earning2001 was $776,000 in oth
operating income (after taxes) which resulted feogain on the sale of the Bank's Tappahannock br&heluding this gain, net income
increased 23.6% compared to 2000. In 2000, netiedotaled $5.8 million, a 13.6% decrease comptrd®99. Diluted earnings per share
were $2.23, $1.60, and $1.81, in 2001, 2000, a®®,1@spectively. Excluding the gain on the salthefbranch, diluted earnings per share
were $2.01 in 2001. The increase in earnings paesior 2001 was a result of higher net incomethadepurchase of 59,981 shares of the
Corporation's common stock. The decrease in easmprgshare for 2000 was a result of lower netrireoffset by the repurchase of 85,000

shares of the Corporation's common stock.

Profitability as measured by the Corporation'snmetan average equity (ROE) was 18.93% in 2001,98%.8h 2000, and 19.22% in 1999.
Another key indicator of performance, the returraeerage assets (ROA) for 2001, was 2.09%, compargd6% in 2000, and 2.19% for

1999.



TABLE 1: Average Balances, Income and Expense dgiaihd Rates

The following table shows the average balance sHeetach of the years ended December 31, 20QD, 20id 1999. In addition, the amot
of interest earned on earning assets, with relgtdds and interest on interest-bearing liabilitiegether with the rates, are shown. Loans
include loans held for sale. Loans placed on aammmual status are included in the balances and ineluded in the computation of yields,
upon which they had an immaterial effect. Intemgstax-exempt securities is on a taxable-equivdlasts, which was computed using the
federal corporate income tax rate of 34% for akkéhyears.

2001 2000 1999
Average Income/ Yield/ Average Income/ Yield/ A verage Income/ Yield/
(Dollars in thousands) Balance Expense Rate Balance Expense Rate B alance Expense Rate
Assets
Securities:
Taxable $ 8,402 $ 591 7.03% $16,089 $1,157 7.19% $ 15,293 $1,097 7.17%
Tax-exempt 51,185 4,088 7.99 52,068 4,196 8.06 49,049 4,013 8.18
Total securities 59,587 4,679 7.85 68,157 5,353 7.85 64,342 5,110 7.94
Loans, net 293,056 24,810 8.47 241,291 22,245 9.22 216,295 18,850 8.71
Interest-bearing deposits
in other banks and fed funds 3,216 100 3.11 3,482 215 6.17 9,621 458 4.76
Total earning assets 355,859 $29,589 8.31% 312,930 $27,813 8.89% 290,258 $24,418 8.41%
Reserve for loan losses (3,730) (3,451) (3,003)
Total non-earning assets 29,638 22,723 21,710
Total assets $381,767 $332,202 $ 308,965
Liabilities and Shareholders' Equity
Time and savings deposits:
Interest-bearing deposits $ 54,481 $1,046 1.92% $50,977 $1,236 2.42% $ 45,627 $1,084 2.38%
Money market deposit accounts 26,290 802 3.05 25,938 877 3.38 25,207 807 3.20
Savings accounts 38,921 952 245 38,640 1,150 2.98 39,131 1,164 2.97
Certificates of deposit,
$100M or more 32,421 1,769 5.46 22,955 1,266 5.52 17,977 857 4.77
Other certificates of deposit 119,535 6,639 5.55 96,004 5,203 5.42 89,467 4,416 4.94
Total time and savings deposits 271,648 11,208 4.13 234,514 9,732 4.15 217,409 8,328 3.83
Borrowings 19,628 836 4.26 25774 1,577 6.12 15,002 740 4.93
Total interest-bearing
liabilities 291,276 12,044 4.14% 260,288 11,309 4.34% 232,411 9,068 3.90%
Demand deposits 39,240 31,511 35,697
Other liabilities 9,060 3,895 5,701
Total liabilities 339,576 295,694 273,809
Shareholders' equity 42,191 36,508 35,156
Total liabilities and
Shareholders' equity $381,767 $332,202 $3 08,965
Net interest income $17,545 $16,504 $15,350
Interest rate spread 4.17 4.55 4.51
Interest expense to
average earning assets 3.38 3.61 3.12
Net interest margin 4.93% 5.27% 5.29%




RESULTS OF OPERATIONS
NET INTEREST INCOME

During 2001, net interest income, on a taxableedent basis, increased 6.3% to $17.5 million fgb6.5 million. This was a result of a
13.7% increase in the average balance of inteeesirgy assets offset by a decrease in the neesttarargin to 4.93% in 2001 from 5.27% in
2000. The increase in average earning assets wasghlt of an increase in the average balandeedbtan portfolio at the Bank and an
increase in the average balance of loans heldafertsy C&F Mortgage Corporation (the "Mortgage Gwgtion") offset by a decrease in the
Bank's securities portfolio and an increase in eaming assets. The increase in loans at the Baslawesult of overall higher loan demand.
The decrease in the average balance of securiieawesult of calls and maturities of securitiesnd) 2001. The increase in non-earning
assets principally resulted from the addition ovriranch locations. Numerous securities were calted result of the lower interest rate
environment in 2001. The increase in loans heldébe at the Mortgage Corporation was a resulhaherease in loan originations to $627
million in 2001 from $294 million in 2000 and arciease in loan fundings (sales) to $575 millio20®1 from $302 million in 2000. The
decrease in the net interest margin was a resaltdeicrease in the yield on average earning asegts8.89% in 2000 to 8.31% in 2001 offset
by a decrease in the cost of funds from 4.34% 0020 4.14% in 2001. The decrease in the averaé gn interest earning assets was
primarily a result of the declining interest ratevigonment. The decrease in the cost of funds wiasapily a result of the declining interest
rate environment during 2001 and a decrease iavbemge balance of borrowings from the Federal Hooaa Bank ("FHLB"). During 200:
the Federal Reserve decreased the federal fureld Tatmes for a total of 475 basis points.

During 2000, net interest income, on a taxableedent basis, increased 7.5% to $16.5 million f&tb.4 million, excluding the one-time
interest collected on a naecrual loan in 1999. This was a result of a 7.88taase in the average balance of interest eaasisefs offset by
slight decrease in the net interest margin to 5.2¥Y2000 from 5.29% in 1999. The increase in avere@rning assets was the result of an
increase in the average balance of the loan pmrtéold securities portfolio at the Bank offset byezrease in the average balance of loans
held for sale by the Mortgage Corporation, and@ekese in the average balance in interest earmipgsits in other banks and fed funds sold.
The increase in loans at the Bank was a resulv@fadl higher loan demand. The increase in theamabalance of securities was a result of
the purchase of securities during the last six oot 1999. A large number of securities were dalltethe first half of 1999 and were
replaced in the second half of 1999. The curreat yeflects the effect of a full year of these ages. The decrease in loans held for sale at
the Mortgage Corporation was a result of a decrgal@n originations to $294 million in 2000 frafd57 million in 1999 and a decrease in
loan fundings

(sales) to $302 million in 2000 from $499 milliamn1999. The decrease in the average balance mesttearning deposits in other banks and
fed funds sold was a result of excess liquidityngenvested in higher yielding loans and securifi¢ee decrease in the net interest margin

a result of an increase in the cost of funds fro8®% in 1999 to 4.34% in 2000 offset by an incréadle yield on average earning assets
from 8.41% in 1999 to 8.89% in 2000. The increasthé cost of funds was a result of the overalhbignterest rate environment during 2!
and an increase in the average balance of higls¢boorowings from the FHLB. From August 1999 torbta2000, the interest rates on fed
funds increased 150 basis points. This increaseclgasly reflected in the average cost of certtsaof deposit paid by the Corporation. The
increase in the average balance of borrowings ff@eFHLB was a result of loan growth outpacing defpgrowth during most of 2000. In
addition to providing funding for loans originatadd subsequently sold by the Mortgage Corporakiorrowings from the FHLB are
occasionally used for funding of the Bank's loartfptio. The increase in the average yield on ias¢earning assets was mainly a result ¢
higher interest rate environment and the decreaieeiaverage balance of lower yielding loans faidale at the Mortgage Corporation.
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TABLE 2: Rate-Volume Recap

Interest income and expense are affected by fltiongin interest rates, by changes in the volufreaming assets and interest-bearing
liabilities, and by the interaction of rate andwmle factors. The following analysis shows the dicetises of the year-to-year changes in the
components of net interest earnings on a taxahlésalgnt basis. The rate and volume variancesaoeilated by a formula prescribed by the
Securities and Exchange Commission. Rate/volumanees, the third element in the calculation, aeshown separately, but are allocated
to the rate and volume variances in proportiohorelationship of the absolute dollar amountdefahange in each. Loans include both non-

accrual loans and loans held for sale.

(Dollars in thousands)

Interest income:

Loans

Securities:
Taxable
Tax-exempt

Total securities

Interest-bearing deposits in other banks
and fed funds

Total interest income

Interest expense:

Time and savings deposits:
Interest-bearing deposits
Money market deposit accounts
Savings accounts
Certificates of deposit, $100M or more
Other certificates of deposit

Total time and savings deposits
Other borrowings

Total interest expense

Change in net interest income

2001 from 2000

Increase (Decrease) Total Increase
Increase
Volume (Decrease)

Due to
Rate

$(1,925) $ 4,490 $ 2,565 $1,133

(25)  (541)  (566) 3
(37) (71)  (08) (61
(62) (612) (674) (58
(97) (18) (115) 43
(2,084) 3860 1,776 1,118

(270) 80  (190) 23
(87) 12 (75) 46
(206) 8  (198) 1
(14) 517 503 148
132 1,304 1,436 451
(445) 1,921 1476 669
(415)  (326) (741) 210
(860) 1,595 735 879

$(1,224) $ 2,265 $ 1,041 $ 239

Rate

2000 from 1999

(Decrease)  Total
Due to Increase
Volume (Decrease)

$2,262 $3,395

2,277 3,395
129 152
24 70
(15) (14)
261 409
336 787
735 1,404
627 837

1,362 2,241




NON-INTEREST INCOME

TABLE 3: Non-Interest Income

Yea r Ended December 31,

(Dollars in thousands) 2001 2000 1999
Gain on sale of loans $10,390 $5,009 $6,692
Service charges on deposit accounts 1,442 1,336 1,154
Other service charges and fees 3,211 1,675 1,950
Gain on calls of available for sale securities 6 100 139
Gain on sale of branch 1,176 - -
Other income 1,196 825 1,069

$17,421 $8,945 $11,004

2001 vs. 2000

Nor-interest income increased by $8.5 million, or 94,8 2001. The increase was mainly a result d&.4 #illion increase in the gain on
sale of loans at the Mortgage Corporation. Thisdase was a result of the overall increase in mtimluat the Mortgage Corporation which
was a result of the lower interest rate environnre2001 compared to 2000. Other service chargdgems increased $1,536,000 as a result
of increased production at the Mortgage Corporagioth other income increased $371,000 largely dircteased production at the Mortgage
Corporation and C&F Title Agency. The gain on sa#léranch was a result of the sale of the Bankjgo@lhannock branch office during the
fourth quarter of 2001. Management believed thisiion did not fit into the Bank's geographic focus

2000 vs. 1999

Nor-interest income decreased by $2.1 million, or ¥8.ih 2000. The decrease was mainly a result df. a fillion decrease in the gain on
sale of loans at the Mortgage Corporation. Thigesse was a result of the overall decrease in ptimfuat the Mortgage Corporation which
was a result of the higher interest rate envirortrireB000 compared to 1999. In addition, other mereharges and fees at the Mortgage
Corporation declined $309,000 and other incombafTitle Company, declined $132,000. These decseasee partially offset by an incre:
in service charges on deposit accounts at the B&fik81,000 which was due to the overall growtlthef Bank during 2000.

NON-INTEREST EXPENSE

TABLE 4: Non-Interest Expense

Yea r Ended December 31,
(Dollars in thousands) 2001 2000 1999
Salaries and employee benefits $13,443 $9,603 $9,366
Occupancy expense 2,886 2,378 2,044
Goodwill amortization 268 275 275
Other expenses 5,367 3,742 4,145
$21,964 $15,998 $15,830




2001 vs. 2000

Nor-interest expense increased $5,966,000, or 37.886,2000. This increase was primarily a resulieféased salaries and variable
compensation at the Mortgage Corporation due tioa@ease in production. Salaries and benefitseaBink also increased as a result of
overall growth, the opening of a new branch by C@mj the opening of a branch of the Bank in Samddtwing the fourth quarter of 2001.
The opening of the two new branches along withstments in imaging and internet banking technolagylted in an increase in occupancy
expenses. Other expenses increased mainly aslaaesicreased production at the Mortgage Corporat

2000 vs. 1999

Nor-interest expense increased $168,000, or 1.1%,1®89. This increase was a result of increasedisaland benefits at the Bank offse!
decreased salaries and variable compensation Btditgage Corporation due to a decrease in produciihe increase in salaries and ben
at the Bank was due to overall growth includingfitvenation of CCB, and the opening of a branchhef Bank in Williamsburg, Virginia
during the second quarter of 2000. CCB was formettié second half of 1999. The growth of the Bask eesulted in an increase in
occupancy expense. Other expenses declined mairayesult of decreased production at the Mort@ageoration.

INCOME TAXES

Applicable income taxes on 2001 earnings amoura&81318,000, resulting in an effective tax rat2®f3% compared to $1,823,000, or
23.8% in 2000, and $2,394,000, or 26.1% in 199% ifbrease in the effective tax rate for 2001 aspared to 2000 was a result of a
decrease in earnings from tax exempt assets asanp@ge of total income mainly resulting from thereased earnings at the Mortgage
Corporation. The decrease for 2000 compared to %889a result of the increase in earnings fronet@mpt assets as a percentage of total
income mainly resulting from the decrease in egynat the Mortgage Corporation.

TABLE 5: Allowance for Loan Losses

Year Ended D ecember 31,

(Dollars in thousands) 2001 2000 19 99 1998 1997
Reserve, beginning of period $3,609 $3,302 $2,7 60 $2,234  $1,927
Provision for loan losses 400 400 6 00 600 330
Loans charged off:

Real estate--mortgage - - 10 33 12

Real estate--construction 32 31 -- - --

Commercial, financial, and agricultural 126 -- - -- 3

Consumer 192 71 76 66 12
Total loans charged off 350 102 86 99 27
Recoveries of loans previously charged off:

Real estate--mortgage - - - 25

Commercial, financial, and agricultural - -- 13 - --

Consumer 25 9 15 -- 4

Total recoveries 25 9 28 25 4
Net loans charged off 325 93 58 74 23
Balance, end of period $3,684 $3,609 $3,3 02 $2,760 $2,234
Ratio of net charge-offs to average total loans

outstanding during period 11% .04% . 03% .04% .01%
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TABLE 6: Allocation of Allowance for Possible Lodmsses

The allowance for loan losses is a general allowapplicable to all loan categories; however, manant has allocated the allowance to
provide an indication of the relative risk charaistiics of the loan portfolio. The allocation is estimate and should not be interpreted as an
indication that charge-offs in 2002 will occur leese amounts, or that the allocation indicategdutends. The allocation of the allowance at
December 31 for the years indicated and the rdtielated outstanding loan balances to total Icaersas follows:

(Dollars in thousands) 2001 2000 199 9 1998 1997
Allocation of allowance for loan losses, end of yea r
Real estate--mortgage $619 $743 $7 53 $ 667 $ 692
Real estate--construction 263 251 1 60 108 89
Commercial, financial, and agricultural 2,203 2,005 1,6 86 1,211 926
Equity lines 113 116 1 03 86 71
Consumer 290 267 3 80 251 167
Unallocated 196 227 2 20 437 289
Balance, December 31 $3,684 $3,609 $3,3 02 $2,760 $2,234
Ratio of loans to total year-end loans:
Real estate--mortgage 32% 37% 43% 50% 57%
Real estate--construction 4 4 4 3 3
Commercial, financial, and agricultural 55 49 42 36 31
Equity lines 4 5 5 5 4
Consumer 5 5 6 6 5

100% 100% 1 00% 100% 100%

ASSET QUALITY-ALLOWANCE AND PROVISION FOR LOAN LOSS ES

The allowance for loan losses is to provide foleptitil losses in the loan portfolio. Among othertéeis, management considers the
Corporation's historical loss experience, the aiz composition of the loan portfolio, the valuel adequacy of collateral and guarantors,
non-performing credits, and current economic cooét There are additional risks of future loars&swhich cannot be precisely quantified
or attributed to particular loans or classes ohf&ince those risks include general economidgras well as conditions affecting individual
borrowers, the allowance for loan losses is ammedt. The allowance is also subject to regulatggyrenations and determination as to
adequacy, which may take into account such fae®the methodology used to calculate the allowandethe size of the allowance in
comparison to peer banks identified by regulatagreies.

In 2001, the provision for loan losses was $400&f@ipared to $400,000 in 2000 and $600,000 in 1998r the past several years, the
Corporation has substantially increased its padfof commercial, financial, and agricultural loai$e risks associated with increasing the
volume of such loans resulted in an increase irptbeision for loan losses for 1999 when compacegears prior to 1998. While the
Corporation continues to increase its commerdiadrfcial and agricultural loan portfolio, the potib also continues to become "more
seasoned" allowing management to better assesskiessociated with the portfolio. Accordingly, nagement was able to reduce the
provision for loan losses in 2001 and 2000 to $300from $600,000 in 1999. Table 6 presents tlezation of the allowance for possible
loan losses by loan category.

Loans charged off during 2001 amounted to $350¢@0@pared to $102,000 in 2000 and $86,000 in 19880fReries amounted to $24,000,
$9,000, and $28,000 in 2001, 2000, and 1999, réispdc The ratio of net chargeffs to average outstanding loans was .11% in 208% in
2000, and .03% in 1999. Management believes tleateberve is

11



adequate to absorb any losses on existing loahgiiybecome uncollectible. Table 5 presents thp@ation's loan loss and recovery
experience for the past five years.

NON-PERFORMING ASSETS

Total non-performing assets, which consist of tlep@ration's non-accrual loans and real estate dywaere $1,026,000 at December 31,
2001, an increase of $506,000 from December 310.2D@e increase in non-performing assets is atre$gkrtain lending relationships being
put on non-accrual status during the year. The @atjn is closely monitoring these relationshipd does not anticipate a significant loss.

Loans are generally placed on non-accrual statehlie collection of principal or interest is nindays or more past due, or earlier, if
collection is uncertain based on an evaluatiorefrtet realizable value of the collateral and tharfcial strength of the borrower. Loans
greater than ninety days past due may remain aniacstatus if management determines it has adeauidiiteral to cover the principal and
interest. For those loans which are carried onamual status, interest is recognized on the basts. $91,000, $37,000, and $8,000 in
additional gross interest income would have beearded if non-accrual loans had been current througthe period outstanding for 2001,
2000, and 1999, respectively. Interest income veckon noraccrual loans was $2,000, $2,000, and $551,00théoperiods ended Decem
31, 2001, 2000, and 1999, respectively.

Impaired loans are measured based on the predeptafeexpected future cash flows discounted atffextive interest rate of the loan (or, as
a practical expedient, at the loan's observabléetgrice) or the fair value of the collaterallietloan is collateral dependent. The Corpor:
considers a loan impaired when it is probable tiatCorporation will be unable to collect all irdst and principal payments as scheduled in
the loan agreement. A loan is not considered inegadiuring a period of delay in payment if the ufitencollectibility of all amounts due is
expected. A valuation allowance is maintained todktent that the measure of the impaired loagsis than the recorded investment. The
balances of impaired loans at December 31, 2002864, was $1,026,000 and $473,000 respectiveth, ma specific valuation allowance
associated with these loans. The average balaficepaired loans for 2001 and 2000 were $513,0@0$857,000, respectively.

Table 7 summarizes non-performing assets for teefpee years.

TABLE 7: Non-Performing Asset Activity

(Dollars in thousands) 2001 2000 1999 1998 1997
Non-accrual loans $1,026 $473 $49 $463 $497
Real estate owned - 47 - 444

Total non-performing assets 1,026 520 49 463 941
Principal and/or interest past due for 90 days or m ore $ 913 $1,586 $786 $958 $768
Non-performing loans to total loans A1% .20% .02% 27% .31%
Allowance for loan losses to total loans 1.47 1.55 1.58 1.60 1.42
Allowance for loan losses to non-performing loans 359.06 763.00 6,73 8.78 596.11  449.30
Non-performing assets to total assets .25% .15% .01% .14% .34%
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FINANCIAL CONDITION
SUMMARY

A financial institution's primary sources of reverare generated by its earning assets, while ijsrragpenses are produced by the fundin
those assets with interest-bearing liabilitieseEfifve management of these sources and uses of fsiledsential in attaining a financial
institution's maximum profitability while maintaimg an acceptable level of risk.

At the end of 2001, the Corporation had total asse$404 million, up 16.4% over the previous yead- In 2000, there was an increase of
5.5% in total assets over year-end 1999. Assettirow2001 is attributable to an increase in loanthe Bank and an increase in loans held
for sale at the Mortgage Corporation.

TABLE 8: Summary of Total Loans

Year Ended Decem ber 31,
(Dollars in thousands) 2001 2000 199 9 1998 1997
Real estate--mortgage $80,977 $86,453 $89,9 52 $86,311 $88,973
Real estate--construction 8,819 9,099 7,9 68 5,359 4,454
Commercial, financial, and agricultura/l/ 137,374 113,570 89,1 35 62,885 48,737
Equity lines 11,284 11,616 10,2 72 8,580 7,131
Consumer 11,342 12,815 12,0 91 9,543 7,684
Total loans 249,796 233,553 209,4 18 172,678 156,979
Less allowance for loan losses (3,684) (3,609) (3,3 02) (2,760) (2,234)
Total loans, net $246,112  $229,944  $206,1 16 $169,918 $154,745
/1/ Includes loans secured by real estate
TABLE 9: Maturity/Repricing Schedule of Loans
December 31, 2001

(Dollars in thousands)

Variable Rate:
Within 1 year
1to 5 years
After 5 years

Fixed Rate:
Within 1 year
1to 5 years
After 5 years

Commercial, financ
and agricultural

$49,523
19,846
9,657

8,695
18,540
31,113

jal, Real estate
construction

LOAN PORTFOLIO

At December 31, 2001, loans, net of unearned incamdereserve for loan losses, totaled $246.1 millém increase of 7.0% over the 2000

total of $229.9 million. Net loans increased 11.886l 21.3% in 2000 and 1999, respectively.

The corporation's lending activities are its prgatisource of income. All loans are attributableléonestic operations. Residential real estate
loans, both construction and permanent, and comatgirecluding, commercial real
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estate, represent the major portion of the Corpmratloan portfolio. Tables 8 and 9 present infation pertaining to the composition of lo:
and the maturity/repricing of loans.

TABLE 10: Maturity of Securities

Year Ended Decembe r3i,
2001 2000 1999
Weighted Weighted Weighted
Amortized Average Amortized Average Amortized  Average

(Dollars in thousands) Cost  Yield Cost  Yield Cost Yield
U.S. government agencies and corporations:
Maturing after 5 years, but within 10 years $-- -% $ 4500 7.03% $ 4,500 7.03%
Maturing after 10 years - - 9,000 7.08 9,000 7.08
Total U.S. government agencies and corporations - - 13,500 7.07 13,500 7.07
U.S. Treasuries:
Maturing within 1 year - - 1,000 8.01 -- --
Maturing after 1 year, but within 5 years - - - -- 1,000 8.01
Total U.S. Treasuries - - 1,000 8.01 1,000 8.01
Mortgage backed securities:
Maturing after 1 year, but within 5 years 1,948 5.83 -- -- -- --
Total mortgage backed securities 1,948 5.83 - - - -
States and municipals:1
Maturing within 1 year 1,164 8.55 2,028 10.43 155 9.77
Maturing after 1 year, but within 5 years 4,234 8.20 4,378  8.42 4,190 8.87
Maturing after 5 years, but within 10 years 19,061 7.54 15871 7.61 14,352 7.97
Maturing after 10 years 20,817 7.22 23,907 7.29 28,496 7.52
Total states and municipals 45,276 7.48 46,184 7.64 47,193 7.66
Total securities:2
Maturing within 1 year 1,164 8.55 3,028 9.63 155 9.77
Maturing after 1 year, but within 5 years 6,182 7.46 4,378  8.42 5,190 8.71
Maturing after 5 years, but within 10 years 19,061 7.54 20,371  7.48 18,852 7.95
Maturing after 10 years 20,817 7.22 32,907 7.24 37,496 1.36
Total securities $47,224 7.41% $60,684 7.52% $61,693 7.54%

/1/ Yields on tax-exempt securities have been cdethan a taxable-equivalent basis.
/2] Total securities excludes preferred stock atréimed cost of $5,899,358, $5,504,870, and $573®at December 31, 2001, 2000, and
1999, respectively ($5,468,496, $5,054,587, and3B1879 estimated fair value at December 31, 20020, and 1999, respectively).

SECURITIES

The investment portfolio plays a primary role ie thhanagement of interest rate sensitivity of thep@@tion and generates substantial intt
income. In addition, the portfolio serves as a sewf liquidity and is used as needed to meet tewlidrequirements.

The investment portfolio consists of two compongsgégurities held to maturity and securities avdéldor sale. Securities are classified as
held to maturity based on management's intentl€orporation's ability, at the time of purchasdold such securities to maturity. These
securities are carried at amortized cost. Secsintieich may be sold in response to changes in rhanrtezest rates, changes in the securities'

prepayment risk, increases in loan demand, geliguadity needs, and other similar factors are sifisd as available for sale and are carried
at estimated fair value.

At year-end 2001, total securities were $53.9 millidown 17.90% from $65.7 million at year-end 20@0rtgage backed securities

represented 3.6% of the total securities portfahdigations of states and political subdivisionsr&/86.3%, and preferred stocks were 10.1%
at December 31, 2001.
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The Company adopted Financial Accounting StandBodsd Statement No. 133, Accounting for Derivaliwgtruments and Hedging
Activities, effective January 1, 2001 and, as péadiby the Statement, transferred securities avitook value of $33,770,000 and a market
value of $34,836,000 to the available-for-sale garg.

Table 10 presents information pertaining to the position of the securities portfolio.
DEPOSITS

The Corporation's predominant source of funds digory accounts. The Corporation's deposit baselinprised of demand deposits,
savings and money market accounts, and time depdsie Corporation's deposits are provided by iddals and businesses located within
the communities served.

Total deposits increased $33.2 million, or 11.48®001 over 2000. In 2001, the growth by deposégary was a 7.7% increase in non-
interest-bearing deposits, an 11.9% increase imgawand interest-bearing demand deposits, and0&dihcrease in time deposits. In 2000,
total deposits increased $29.8 million, or 11.4%rd 999. Deposit growth in 2001 over 2000 washaited to growth at existing branch
locations and to the opening of two new branch&@8 @ Midlothian and the Bank in Sandston, offsgtle sale of the Bank's Tappahann
branch during 2001. Table 11 presents the averegesit balances and average rates paid for the 8&r, 2000, and 1999. Table 12 details
maturities of certificates of deposit with balanc&$100,000 and over at December 31, 2001.

TABLE 11: Average Deposits and Rates Paid

Year Ended December 31

2001 2000 1999
Average Average Average Avera ge Average Average
(Dollars in thousands) Balance  Rate Balance  Rate Balance  Rate
Non-interest-bearing demand deposits $ 39,240 $31,511 $ 35,697
Interest-bearing transaction accounts 54,481 1.92% 50,977 2.42 % 45,627 2.38%
Money market deposit accounts 26,290 3.05 25,938 3.38 25,207 3.20
Savings accounts 38,921 2.45 38,640 2.98 39,131 2.97
Certificates of deposit, $100M or more 32,421 5.46 22,955 5.52 17,977 4.77
Other certificates of deposit 119,535 5.55 96,004 5.42 89,467 4.94
Total interest-bearing deposits 271,648  4.13% 234,514 415 % 217,409 3.83%
Total deposits $310,888 $266,025 $253,106

TABLE 12: Maturities of Certificates of Deposit WwiBalances of $100,000 or More

(Dollars in thousands) December 31, 2001

3 months or less $ 11,169

3-6 months 9,208

6-12 months 14,870

Over 12 months 3,234

Total $ 38,481
LIQUIDITY

Liquidity represents an institution's ability to et@resent and future financial obligations throegher the sale or maturity of existing assets
or the acquisition of additional funds through ligp management. Liquid assets include
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cash and due from banks, interest-bearing depaghsanks, federal funds sold, securities avaddbl sale, and investments and loans
maturing within one year. As a result of the Cogtian's management of liquid assets and the ahdigenerate liquidity through liability
funding, management believes that the Corporatiamtains overall liquidity sufficient to satisfysitlepositors' requirements and to meet
customers' credit needs.

At December 31, 2001, cash and cash equivalentsemdities classified as available for sale wé@% of total earning assets, compared to
14.6% at December 31, 2000.

Additional sources of liquidity available to the i@oration include the Bank's capacity to borrowdsithrough an established line of credit
with a regional correspondent bank and from the BHL

CAPITAL RESOURCES

The assessment of capital adequacy depends onlzenoififactors such as asset quality, liquidityne&ys performance, and changing
competitive conditions and economic forces. Thegadey of the Corporation's capital is reviewed tanagement on an ongoing basis.
Management seeks to maintain a structure thaasdlure an adequate level of capital to supportipated asset growth and to absorb
potential losses.

During 2001 the Corporation repurchased 59,981eshairits common stock in the open market at phieteeen $14.88 and $18.00 per
share. During 2000, the Corporation repurchase@®shares of its common stock, in the open matetices between $13.69 and $17.00
per share. During March of 1999, the Corporatigrurehased 235,000 shares of its common stock wafatly negotiated transactions at pr
between $19.88 and $20.00 per share and duringgttend half of 1999, the Corporation repurchaseabaitional 12,500 shares of its
common stock in the open market at prices betwé@&r0$ and $18.00 per share. These repurchasesnegieto reduce capital since it was
high relative to the Corporation's asset size.

The Corporation's capital position continues toeextregulatory requirements. The primary indicatelied on by bank regulators in
measuring the capital position are the Tier | @dpibtal risk-based capital, and leverage rafiost | capital consists of common and
qualifying preferred shareholders' equity less gathdTotal capital consists of Tier | capital, difging subordinated debt, and a portion of
allowance for loan losses. Risk-based capital sai@ calculated with reference to risk-weightesktss The Corporation's Tier | capital ratio
was 13.3% at December 31, 2001, compared to 14tPéc@mber 31, 2000. The total capital ratio wag%dat December 31, 2001
compared to 15.6% at December 31, 2000. Theses ratoin excess of the mandated minimum requiresradnt.0% and 8.0%, respectively.

Shareholders' equity was $44.7 million at year-20@1 compared to $38.8 million at year-end 200@ [Elerage ratio consists of Tier |
capital divided by average assets. At Decembe2@Q], the Corporation's leverage ratio was 10.8%¥npared to 10.9% at December 31,
2000, which exceeds the required minimum leveragie of 4.0%. The dividend payout ratio was 25.3%,/%, and 26.6%, in 2001, 2000,
and 1999, respectively. During 2001, the Corporagiaid dividends of $0.58 per share, up 9.4% fr@53 per share paid in 2000.

The Corporation is not aware of any current recomgaéons by any regulatory authorities which, gytwere implemented, would have a
material effect on the Corporation's liquidity, tapresources, or results of operations.

NEW ACCOUNTING PRONOUNCEMENTS

In July 2001, the Financial Accounting Standardar@lassued two statements - Statement 141, Bus@@shinations, and Statement 142,
Goodwill and Other Intangible Assets. Statement dlithinates the pooling method of
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accounting for business combinations and requirasintangible assets that meet certain criterieeperted separately from goodwill. The
Statement also requires negative goodwill arisingifa business combination to be recorded as aacgdinary gain. Statement 142
eliminates the amortization of goodwill and oth@aigibles that are determined to have an indeflifé. The Statement requires, at a
minimum, annual impairment tests for goodwill arider intangible assets that are determined to havadefinite life.

Upon adoption of these Statements, an organizéticeguired to re-evaluate goodwill and other igiate assets that arose from business
combinations entered into before July 1, 2001héftecorded other intangible assets do not meefitegia for recognition, they should be
classified as goodwill. Similarly, if there are ettintangible assets that meet the criteria foogedion but were not separately recorded from
goodwill, they should be reclassified from goodwdlh organization also must reassess the uses lbf intangible assets and adjust the
remaining amortization periods accordingly. Any age goodwill must be written-off.

The standards generally are required to be implésddoy the Bank in its 2002 financial statementse @doption of these standards is not
expected to have a material impact on the Corporatfinancial statements.

In June 2001, the Financial Accounting Standardsr@dssued Statement 143 Accounting for Asset &atnt Obligations. This Statement
addresses financial accounting and reporting ftigations associated with the retirement of targibhg-lived assets and associated
retirement costs. It requires that the fair valtia bability for an asset retirement obligation teeognized in the period in which it is incurred
and the associated asset retirement costs beltagatas part of the carrying amount of the longedi asset. This Statement is not expected to
have a material effect on the Corporation's finalngtiatements.

In August 2001, the Financial Accounting Standddard issued Statement 144, Accounting for the impant or Disposal of Long-Lived
Assets. The Statement addresses financial accguentith reporting for the impairment or disposalarfg-lived assets. It also establishes a
single accounting model for long-lived assets talisposed of by sale, which includes long-livedetsshat are part of a discontinued
operation. This Statement is effective for finahstatements issued for fiscal years and interinogds beginning after December 15, 2001.
The Statement is not expected to have a matefadtedn the Corporation's financial statements.

EFFECTS OF INFLATION

The effect of changing prices on financial instdus is typically different from other industries the Corporation's assets and liabilities are
monetary in nature. Interest rates are signifigaintbacted by inflation, but neither the timing ibe magnitude of the changes are directly
related to price-level indices. The consolidatediicial statements reflect the impacts of inflabonnterest rates, loan demands, and
deposits.

SAFE HARBOR STATEMENT UNDER THE PRIVATE SECURITIES LITIGATION REFORM ACT OF 1995

The statements contained in this annual reportateanot historical facts may constitute "forwandiing statements” as defined by federal
securities laws. These statements may addressifsatanvolve estimates and assumptions made Imagesnent, risks and uncertainties, and
actual results could differ materially from histai results or those anticipated by such statemEatgors that could have a material adverse
effect on the operations and future prospects@ttmpany include, but are not limited to, chariges

interest rates, general economic conditions,
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legislative/regulatory changes, monetary and fipodities of the U.S. Government, including polgci the U.S. Treasury and the Board of
Governors of the Federal Reserve System, the gualitomposition of the loan or investment portislidemand for loan products, deposit
flows, competition, demand for financial serviceghe Corporation's market area and accountingiplas, policies and guidelines. These
risks and uncertainties should be considered ituatiag the forwardeoking statements, and readers are cautionedrmate undue relian
on such statements, which speak only as of thégésda

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
MARKET RISK MANAGEMENT

As the holding company for a commercial bank, tleepGration's primary component of market risk igiast rate volatility. Fluctuation in
interest rates will ultimately impact the levellmith income and expense recorded on a large patitre Bank's assets and liabilities, anc
market value of all interest-earning assets aret@st-bearing liabilities, other than those whiokgess a short term to maturity. Since the
majority of the Corporation's interest-earning &ss@d all of the Corporation's interest-beariadgilities are held by the Bank, virtually all of
the Corporation's interest rate risk exposurediegbe Bank level. Therefore, all significant irgstrrate risk management procedures are
performed by management of the Bank. Based onahe&eof the Bank's operations, the Bank is nofesuitto foreign currency exchange or
commodity price risk. The Bank's loan portfolicciancentrated primarily in the Virginia countieskihg William, King and Queen, Hanover,
Henrico, Chesterfield, Middlesex, New Kent, Chasty, York, and James City, and is, therefore jacito risks associated with the local
economy. As of December 31, 2001, the Corporatasdot own any trading assets nor does it havéatiging transactions in place suc
interest rate swaps and caps.

The Bank's interest rate management strategy igraebto stabilize net interest income and preseaydtal. The Bank manages interest rate
risk through the use of a simulation model whictam&es the sensitivity of future net interest ineand the net portfolio value to changes in
interest rates. In addition, the Bank monitorsriegerate sensitivity through analysis, measurragtérms to maturity or next repricing date of
interest-earning assets and intetes&ring liabilities. The matching of the maturit@sassets and liabilities may be analyzed by eramgithe
extent to which assets and liabilities are "interate sensitive" and by monitoring an institutsimterest rate sensitivity "gap." An asset or
liability is said to be "interest rate sensitiveithin a specific time period if it will mature oeprice within that time period. The interest rate
sensitivity "gap"” is defined as the difference bedw the amount of interest-earning assets antédpaased on certain assumptions, to mature
or reprice within a specific time period and theoammt of interest-bearing liabilities anticipatedsled on certain assumptions, to mature or
reprice within that time period. A gap is considknegative when the amount of interest-rsgasitive liabilities maturing or repricing witha
specific time period exceeds the amount of interatst-sensitive assets maturing or repricing withett same time period. During a period of
rising interest rates, a negative gap would ten@salt in a decrease in net interest income whpesitive gap would tend to result in an
increase in net interest income. In a decliningrigst rate environment, an institution with a negagap would generally be expected, absent
the effect of other factors, to experience a gredderease in the cost of its liabilities relativethe yield of its assets and thus an increase in
the institution's net interest income, whereasatitution with a positive gap would be expecte@xperience the opposite result.

Certain shortcomings are inherent in any methasigf analysis used to estimate a financial ingitig interest rate sensitivity gap. The
analysis is based at a given point in time and do¢s$ake into consideration that changes in ister@tes do not affect all assets and liabilities
equally. For example, although certain assets iabdities may have
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similar maturities or repricing, they may reacfeliéntly to changes in market interest rates. Titerést rates on certain types of assets and
liabilities also may fluctuate in advance of cham@emarket interest rates, while interest ratestber types may lag behind changes in
market rates. The interest rates on loans withfeatures may or may not change depending onititeirest rates relative to market interest
rates.

The Corporation is also subject to prepayment pskiicularly in falling interest rate environmeiwisin environments where the slope of the
yield curve is relatively flat or negative. Suctaolges in the interest rate environment can causstamntial changes in the level
prepayments of loans, which may also affect thep@mtion's interest rate sensitivity gap position.

As part of its borrowings, the Corporation mayimé| from time to time, daily, convertible and astable rate advances from the FHLB.
Convertible advances generally provide for a firate of interest for a portion of the term of tlilvance, an ability for the FHLB to convert
the advance from a fixed rate to an adjustableaeseme predetermined time during the remaining t&f the advance (the "conversion"
feature), and a concurrent opportunity for the @eaion to prepay the advance with no prepaymemnalpein the event the FHLB elects to
exercise the conversion feature. At December 301 2the Bank did not hold convertible advances ftbenFHLB. Also, the methodology
used estimates various rates of withdrawal for rganarket deposits, savings, and checking accouttish may vary significantly from
actual experience.

TABLE 13: Interest Sensitivity Analysis

The following table sets forth the amounts of iatrearning assets and interest-bearing liabildigstanding at December 31, 2001, that are
subject to repricing or that mature in each ofttiree periods shown. Additionally, loans and se@esitvith call provisions are included in the
period in which they may first be called. Excepstated above, the amount of assets and liabistiesvn that reprice or mature during a
particular period were determined in accordancé e contractual terms of the asset or liability.

Interest-Sensitiv e Periods
Within 91-365 1-5 Over

(Dollars in thousands) 90 Days Days Years 5Years Total
December 31, 2001
Earning assets:
Loans, net of unearned income $149,019 $ 25,283 $78,01 8 $66,739  $319,059
Securities 2,711 1,945 24,13 1 25,931 54,718
Federal funds sold and other short-term investments 930 - - - 930

Total earning assets 152,660 27,228 102,14 9 92,670 374,707

Interest-bearing liabilities:

Interest-bearing transaction accounts 9,002 27,006 24,00 6 - 60,014
Savings accounts 6,213 18,640 16,56 9 - 41,422
Money market deposit accounts 4,511 13,533 12,02 9 - 30,073
Certificates of deposit, $100M or more 11,169 24,078 3,23 4 - 38,481
Other certificates of deposit 22,802 69,541 22,84 7 243 115,433
Borrowings 27,204 - - - 27,204
Total interest-bearing liabilities 80,901 152,798 78,68 5 243  $312,627
Period gap 71,759 (125,570) 23,46 4 92,427
Cumulative gap $71,759 $(53,811) $(30,34 7)  $62,080
Ratio of cumulative gap to total earning assets 19.15% (14.36)% (8.1 0)% 16.57%
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The following table provides information about fBerporation's financial instruments that are séresib changes in interest rates as of
December 31, 2001 and 2000, based on the informatid assumptions set forth in the notes. The Catipo believes that the assumptions
utilized are reasonable. The expected maturity daliges for loans were calculated by adjustingns&uments' contractual maturity date for
expectations of prepayments, as set forth in thesa&imilarly, expected maturity date values feiest-bearing core deposits were
calculated based on estimates of the period ovatwhe deposits would be outstanding, as set farthe notes. From a risk-management
perspective, however, the Corporation utilizes botturity and repricing dates, as opposed to soigilyg expected maturity dates.

As shown in the table, there has been no significaanges in the maturities of interest-earningisssr interest-bearing liabilities as
compared to 2000. The increase in loans held fermaturing within one year is a result of increhpeoduction at the Mortgage Corporati
All loans originated at the Mortgage Corporatioa asually sold within one month. The increase irrdwings is also a result of the increase
in loans held for sale. The decrease in the yialthterest earning assets and amount paid on gttbearing liabilities is a result of the
decrease in interest rates throughout 2001.
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TABLE 14: Maturity of Interest-Bearing Assets/Liéites

Principal Amount Maturing in:

(Dollars in thousands) 1Year 2 Years 3 Years 4 Years 5 Years Thereafter Total Fair Value

Interest-Earning Assets:
Fixed rate loans /1, 2/

December 31, 2001 $ 28,366 $14,235 $10,870 $8,154 $7,183 $49,907 $118,715 $124,139
December 31, 2000 23,371 11,329 9,830 8,457 6,740 44,280 104,007 104,356
Average interest rate
December 31, 2001 8.12% 8.68% 8.43% 8.34% 825% 8.27T% 8.30%
December 31, 2000 9.43% 8.89% 8.71% 853% 8.38% 8.43% 8.74%
Variable rate loans /1, 2/
December 31, 2001 $ 52,599 $16,492 $4,108 $4,759 $4,054 $50,026 $132,038 $135,612
December 31, 2000 46,426 10,372 5,489 5,039 4,516 58,690 130,532 130,574
Average interest rate
December 31, 2001 6.78% 6.76% 9.98% 8.12% 7.96% 7.74% 7.32%
December 31, 2000 10.43% 9.44% 8.90% 8.88% 8.79% 8.34% 9.23%
Loans held for sale
December 31, 2001 $ 69,263 $ -% - $- % - % - $69,263 $ 70,166
December 31, 2000 17,600 - - - - - 17,600 17,984
Average interest rate
December 31, 2001 6.69% - - - - - 6.69%
December 31, 2000 9.26% - - - - - 9.26%
Securities /3, 4/
December 31, 2001 $ 944 $1504 $ 705 $ 781 $1,017 $49,767 $54,718 $ 55,548
December 31, 2000 1,385 1,148 1,504 806 1,084 61,856 67,783 68,484
Average interest rate
December 31, 2001 5.77% 5.85% 6.01% 5.58% 5.25% 5.27% 5.31%
December 31, 2000 5.43% 467% 4.73% 4.72%  4.39%  5.39% 5.34%

Interest-Bearing Liabilities:
Money market, savings, and interest-
bearing transaction accounts /5/

December 31, 2001 $ 78,905 $13,151 $13,151 $13,151 $13,151 $ - $131,509 $132,312
December 31, 2000 70,540 11,757 11,757 11,757 11,756 - 117,567 118,590
Average interest rate
December 31, 2001 1.79% 1.79% 1.79% 1.79% 1.79% - 1.79%
December 31, 2000 2.72% 2.72% 2.72% 2.72% 2.72% - 2.72%
Certificates of deposit
December 31, 2001 $127,590 $17,309 $5488 $1,450 $1,833 $ 244 $153,914 $156,115
December 31, 2000 117,552 12,186 4,232 1,385 1,387 645 137,387 137,505
Average interest rate
December 31, 2001 4.40% 477% 5.17% 6.20% 535% 2.38% 4.49%
December 31, 2000 6.07% 5.86% 5.83% 521% 6.23% 4.36% 6.03%
Borrowings
December 31, 2001 $ 22,204 $5000 $ - $ - $ - $ - $27,204 $27,190
December 31, 2000 13,969 - - - - - 13,969 13,969
Average interest rate
December 31, 2001 1.74% 5.35% - - - - 2.40%
December 31, 2000 5.66% - - - - - 5.66%

/1/ Net of undisbursed loan proceeds and doeswhide net deferred loan fees or the allowancéofom losses.

12/ For single-family residential loans, assumeasuah prepayment rate of 12%.

No prepayment assumptions were used for all otiaard.

/3/ Includes the Corporation's investment in Felddoane Loan Bank stock. /4/ Average interest raiesthe average of stated coupon rates
and have not been adjusted for taxes.

/5/ Assumes an annual decay rate of 60% for yeand110% for each of the years 2 through 5.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

CONSOLIDATED BALANCE SHEETS

December 31,

2001 2000
Assets
Cash and due from banks $10,127,368 $ 8,922 ,524
Interest-bearing deposits in other banks 929,549 5,915 ,378
Total cash and cash equivalents 11,056,917 14,837 ,902
Securities--available for sale at fair value, amort ized cost of
$53,123,058 and $32,418,548, respectively 53,952,938 31,913 344
Securities--held to maturity at amortized cost, fai r value of
$0 and $34,835,759, respectively -- 33,769 ,925
Loans held for sale, net 69,263,294 17,600 ,164
Loans, net of reserve for loan losses of $3,683,658 and $3,608,966,
respectively 246,112,369 229,943 , 715
Federal Home Loan Bank stock 1,595,000 1,595 ,000
Corporate premises and equipment, net 14,638,441 9,889 ,649
Accrued interest receivable 2,134,218 2,403 921
Other assets 5,322,797 5,518 ,052
Total assets $404,075,974 $347,471 672
Liabilities
Deposits
Non-interest-bearing demand deposits $38,489,428 $35,734 ,625
Savings and interest-bearing demand deposits 131,508,973 117,566 ,594
Time deposits 153,914,100 137,386 817
Total deposits 323,912,501 290,688 ,036
Borrowings 27,203,667 13,969 173
Accrued interest payable 811,088 992 ,852
Other liabilities 7,405,695 3,041 161
Total liabilities 359,332,951 308,691 222
Commitments and contingent liabilities
Shareholders' Equity
Preferred stock ($1.00 par value, 3,000,000 shares authorized) - -
Common stock ($1.00 par value, 8,000,000 shares aut horized,
3,526,126 and 3,571,039 shares issued and outsta nding at
December 31, 2001 and 2000, respectively) 3,526,126 3,571 ,039
Additional paid-in capital 46,871 20 ,133
Retained earnings 40,622,304 35,522 ;711
Accumulated other comprehensive income (loss), net of tax of
$282,159 and ($171,771), respectively 547,722 (333 ,433)
Total shareholders' equity 44,743,023 38,780 ,450
Total liabilities and shareholders' equity $404,075,974 $347,471 672

See notes to consolidated financial statements.
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Interest income

Interest and fees on loans

Interest on money market investments
Federal funds sold
Other money market investments

Interest on securities
U.S. Treasury securities
U.S. government agencies and corporations
Tax-exempt obligations of states and politica
Corporate bonds and other

Total interest income

Interest expense
Savings and interest-bearing deposits
Certificates of deposit, $100M or more
Other time deposits
Short-term borrowings and other

Total interest expense

Net interest income
Provision for loan losses

Net interest income after provision for loan

Other operating income
Gain on sale of loans
Service charges on deposit accounts
Other service charges and fees
Gain on calls of available for sale securities
Gain on sale of branch
Other income

Total other operating income

Other operating expenses
Salaries and employee benefits
Occupancy expenses
Goodwill amortization
Other expenses

Total other operating expenses

Income before income taxes
Income tax expense

Net income

Earnings per common share--basic

Earnings per common share--assuming dilution

See notes to consolidated financial statements.

CONSOLIDATED STATEMENTS OF INCOME

Year Ended Dece

2001 2000

$24,809,972  $22,244,

2,455,

2,005
97,846 563,
29,663 80,
439,380 953,
| subdivisions 2,385,946
469,573 123,
28,234,385 26,421,
2,799,884 3,263,
1,768,972 1,266,
6,639,327 5,202,
776,209 1,576,
11,984,392 11,309,
16,249,993 15,112,
400,000 400,
losses 15,849,993 14,712,

10,389,684 5,008,
1,442,253 1,335,
3,210,921 1,674,

6,000 100,
1,176,279

1,195,482 825,

17,420,619 8,945,

13,442,765 9,603,
2,886,245 2,377,
267,860 275,
5,367,223 3,742,

21,964,093 15,998,

11,306,519 7,658,
3,317,802 1,822,

$7,988,717 $ 5,836,

$ 225 $ 1

$ 223 $ 1

23

mber 31,

860 $19,405,445

- 90,964
687 366,971

193 109,112
900 864,461
762 2,347,868
077 458,736

427 3,055,792

707 856,670
728 4,415,594
537 739,811

080 14,575,690
000 600,000

850 6,691,998
679 1,154,373
937 1,949,714
157 138,830

439 1,069,541

442 9,365,548
608 2,044,013
160 275,160
170 4,144,829

731 2,394,366



CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Accumulated

Additional Other
Common  Paid-In Comprehensive Retained Comprehensive
Stock  Capital Income Earnings Income (Loss) Total
Balance December 31, 1998 $3, 866,888 $ 475,928 $31,739,483 $ 565,194 $36,647,493
Repurchase of common stock ( 247,500) (690,351) (3,971,173) - (4,909,024)
Stock options exercised 25,068 228,819 - -- 253,887
Comprehensive income
Net income $ 6,756,230 6,756,230 6,756,230
Other comprehensive income, net of
tax
Unrealized holding losses arising
during the period net of tax of
$938,495 (1,821,784) (1,821,784) (1,821,784)
Comprehensive income $ 4,934,446
Cash dividends ($.49 per share) - - (1,797,092) - (1,797,092)
Balance December 31, 1999 3, 644,456 14,396 32,727,448 (1,256,590) 35,129,710
Repurchase of common stock (85,000) (114,272) (1,130,139) - (1,329,411)
Stock options exercised 11,583 120,009 - - 131,592
Comprehensive income
Net income $5,836,031 5,836,031 5,836,031
Other comprehensive income, net of
tax
Unrealized holding gains arising
during the period net of tax of
$475,566 923,157 923,157 923,157
Comprehensive income $6,759,188
Cash dividends ($.53 per share) -- -- (1,910,629) -~ (1,910,629)
Balance December 31, 2000 3, 571,039 20,133 35,522,711 (333,433) 38,780,450
Repurchase of common stock (59,981) (121,308) (833,031) - (1,014,320)
Stock options exercised 15,068 148,046 - -- 163,114
Comprehensive income
Net income $7,988,717 7,988,717 7,988,717
Other comprehensive income, net of
tax
Unrealized holding gains arising
during the period net of tax of
$453,928 881,155 881,155 881,155
Comprehensive income $ 8,869,872
Cash dividends ($.58 per share) - - (2,056,093) - (2,056,093)
Balance December 31, 2001 $3, 526,126 $ 46,871 $40,622,304 $ 547,722 $44,743,023
Disclosure of reclassification amount for the yeaded December 31:
2001 2000 1999

Unrealized net holding gains (losses) arising durin g period

Less: reclassification adjustment for gains
included in net income

Net unrealized gains (losses) on securities

See notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Year Ended December 31,
2001 2000 1999
Operating Activities:
Net income $ 7,988,717 $ 5,836,031 $ 6,756,230
Adjustments to reconcile net income to net cash provided by
(used in) operating activities:
Depreciation 1,336,192 1,018,342 928,314
Amortization of goodwill 267,860 275,160 275,160
Deferred income taxes (37,024) (154,178) (123,139)
Provision for loan losses 400,000 400,000 600,000
Accretion of discounts and amortization of premiums
on securities, net (49,035) (45,047) (69,467)
Net realized gain on securities (6,000) (100,157) (138,830)
Origination of loans held for sale (627,303,955) ( 294,483,773) (456,926,073)
Sale of loans 575,640,825 301,770,123 499,032,881
Gain on sale of branch (1,176,279) - -
Change in other assets and liabilities:
Accrued interest receivable 269,703 (267,828) 237,690
Other assets (489,510) (485,864) (881,041)
Accrued interest payable (181,764) 426,386 (31,680)
Other liabilities 4,364,534 384,756  (4,353,878)
Net cash (used in) provided by operating acti vities (38,975,736) 45,306,167
Investing Activities:
Proceeds from maturities of securities held to m aturity -- 1,060,000 3,628,850
Proceeds from maturities and calls of securities available for
sale 17,297,400 906,576 10,806,084
Purchase of securities available for sale (4,176,950) (1,107,101) (21,287,142)
Redemption (purchase) of FHLB stock -- (10,000) 121,200
Net increase in customer loans (19,233,654) (24,227,819) (36,797,468)
Purchase of corporate premises and equipment (6,426,178) (2,503,902) (2,867,029)
Sale of branch (10,857,527) -- --
Net cash used in investing activities (23,396,909) (25,882,246) (46,395,505)
Financing Activities:
Net increase (decrease) in demand, interest-bear ing demand

and savings deposits 23,615,182 (3,171,413) 13,933,670
Net increase (decrease) in time deposits 24,649,283 33,005,814 (4,753,194)
Net increase (decrease) in other borrowings 13,234,494 (16,066,120) 5,374,215
Repurchase of common stock (1,014,320) (1,329,411) (4,909,024)

Proceeds from exercise of stock options 163,114 131,592 253,887

Cash dividends (2,056,093) (1,910,629) (1,797,092)

Net cash provided by financing activities 58,591,660 10,659,833 8,102,462
Net (decrease) increase in cash and cash equivalent s (3,780,985) (648,462) 7,013,124
Cash and cash equivalents at beginning of year 14,837,902 15,486,364 8,473,240

Cash and cash equivalents at end of year $ 11,056,917 $

Supplemental disclosure
Interest paid
Income taxes paid

$ 12,166,156 $
$ 2,805,205 $

10,883,013 $ 9,099,547
1,735,591 $ 2,743,114

See notes to consolidated financial statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1: Summary of Significant Accounting Policies

The accounting and reporting policies of C&F Firiah€orporation and subsidiary (the "Corporatioodhform to accounting principles
generally accepted in the United States of Ameaaiwto predominant practices within the bankingsidy.

Nature of Operations: C&F Financial Corporatiomisank holding company incorporated under the laivilee Commonwealth of Virginiz
The Corporation owns all of the stock of its salesdiary, Citizens and Farmers Bank (the "BankBich is an independent commercial
bank chartered under the laws of the CommonweéNtrginia. The Bank offers a wide range of banks®yvices available to both
individuals and businesses.

The Bank has four wholly owned subsidiaries, C&HeTAgency, Inc., C&F Investment Services, Inc., EBlortgage Corporation, and C&F
Insurance Services, Inc., all incorporated underdiws of the Commonwealth of Virginia. C&F Titlggéncy, Inc., organized in October
1992, sells title insurance to the mortgage loastamers of the Bank and C&F Mortgage CorporatickhF@nvestment Services, Inc.,
organized in April 1995, is a full-service brokeediiym offering a comprehensive range of investneemvices. C&F Mortgage Corporation,
organized in September 1995, was formed to origiaat sell residential mortgages. C&F Insurancei&es, organized in July 1999, owns
an equity interest in an insurance agency whicls sedurance products to customers of the bank, G%Rgage Corporation and other
financial institutions which have an equity intdresthe agency.

Principles of Consolidation: The accompanying ctidated financial statements include the accouh@&F Financial Corporation and its
wholly owned subsidiary, Citizens and Farmers Baikmaterial intercompany accounts and transactioave been eliminated in
consolidation.

Estimates: The preparation of financial statemant®nformity with accounting principles generadlgcepted in the United States of America
requires management to make estimates and assas it affect the reported amounts of assetsiabitities and disclosure of contingent
assets and liabilities at the date of the finarstialements and the reported amounts of revenuesxpenses during the reporting period.
Actual results could differ from those estimates.

Interest-bearing Deposits in Banks: Interest-beadi@posits in banks mature within one year anctanéed at cost.

Securities: Investments in debt and equity seesritiith readily determinable fair values are cfassias either held to maturity, available for
sale, or trading, based on management's intenilafl@ for sale securities are carried at estim&@dvalue with the corresponding unreali
gains and losses included in shareholders' equoignoaftertax basis. Securities classified as held to matari¢ carried at amortized cost. -
Corporation does not have any securities classifgettading securities. Gains or losses are rezedranly on realization at the time of sale
using the amortized cost of the specific secuiig.s

Federal Home Loan Bank Stock: Federal Home LoarkB#atk is stated at cost. No ready market ex@tshis stock, and it has no quoted
market value. For presentation purposes, such sadsumed to have market value which is equabst In addition, such stock is not
considered a debt or equity security in accordavitte Statement of Financial Accounting Standards.11

Loans: Loans are stated at face value, net of nedatiscount and the allowance for loan lossesabiasl discount on certain installment
loans is recognized as income over the terms dbdmes by a method which approximates the effedtiterest method. Interest on other lo
is credited to operations based on the principalaroutstanding. Loans are generally placed orawonual status when the collection of
principal or interest is ninety days or more past,cr earlier, if collection is uncertain basedaonevaluation of the net realizable value of
collateral and the financial strength of the boreow oans greater than ninety days past due magineom accrual status if management
determines it has adequate collateral to coveptimeipal and interest. For those loans which areied on non-accrual status, interest is
recognized on the cash basis. Loan fees and otigineosts are deferred and the net amount is @&eadras an adjustment of the related lo
yield using the levi-yield method. The Corporation is amortizing thessounts over the contractual life of the relatexhio
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Impaired loans are measured based on the predertafeexpected future cash flows discounted aeffective interest rate of the loan (or, as
a practical expedient, at the loan's observabl&engrice) or the fair value of the collaterallietloan is collateral dependent. The Corpor:
considers a loan impaired when it is probable tiatCorporation will be unable to collect all irdst and principal payments as scheduled in
the loan agreement. A loan is not considered inepladiuring a period of delay in payment if the uttencollectibility of all amounts due is
expected. A valuation allowance is maintained todktent that the measure of the impaired loagsis than the recorded investment.

Consistent with the Corporation's method for nooraal loans, interest receipts for impaired loamesracognized on the cash basis.

Loans Held for Sale: Loans held for sale are cdrmiethe lower of cost or market, determined inabgregate. Market value considers
commitment agreements with investors and prevaiiiagket prices. Substantially all loans originadgdhe mortgage banking operations are
held for sale to outside investors.

Other Real Estate Owned: Foreclosed assets hetdl®iare carried at the lower of (a) fair valuausiestimated costs to sell or (b) cost at the
time of foreclosure. Such determination is madaimdividual asset basis. If the fair value of #isset minus the estimated costs to sell the
asset is less than the cost of the asset, thdateficis recognized as a valuation allowance.dfftdir value of the asset minus the estimated
costs to sell the asset subsequently increasetharidir value of the asset minus the estimatetbdossell the asset is more than its carrying
amount, the valuation allowance is reduced, bubetiiw zero. Increases or decreases in the vatualiowance are charged or credited to
income.

Corporate Premises and Equipment: Corporate preraisg equipment are carried at cost less accurdulefgreciation computed using a
straight-line method over the estimated usefuldlioéthe assets. Estimated useful lives range feomto forty years for buildings and from
three to ten years for equipment, furniture, antlfes. Maintenance and repairs are charged toneepes incurred and major improvements
are capitalized. Upon sale or retirement of depitelei properties, the cost and related accumulaptediation are netted against proceeds
any resulting gain or loss is reflected in income.

Income Taxes: The Corporation uses an asset drilityimpproach to financial accounting and repagtfor income taxes. Deferred income
tax assets and liabilities are computed annualigiiferences between the financial statement ardases of assets and liabilities that will
result in taxable or deductible amounts in thereifoased on enacted tax laws and rates applicalkie tperiods in which the differences are
expected to affect taxable income. Income tax espésthe tax payable or refundable for the pgpiad or minus the change during the
period in deferred tax assets and liabilities.

Reserve for Loan Losses: The reserve for loan $oissestablished through a provision for loan lesderged to expense. The reserve
represents an amount which, in management's judgmiinbe adequate to absorb any losses on egidtians which may become
uncollectible. Management's judgment in determinfrggadequacy of the reserve is based on evalsadiaihe collectibility of loans while
taking into consideration such factors as changdisa nature and volume of the loan portfolio, eatreconomic conditions which may affect
a borrower's ability to repay, overall portfolioajity, and review of specific potential losses. heare charged against the reserve for loan
losses when management believes that the colligtibi the principal is unlikely. Actual future éses may differ from estimates as a rest
unforeseen events.

Comprehensive Income: Accounting principles gemerabjuire that recognized revenue, expenses, gaitslosses be included in net
income. Although certain changes in assets anditiab, such as unrealized gains and losses oitadla for sale securities, are reported as a
separate component of the equity section of thaental sheet, such items, along with net incomeg@onents of comprehensive income.

Earnings Per Common Share: Basic earnings per sharesents income available to common sharehottiéded by the weighted average
number of common shares outstanding during the@geDiluted earnings per share reflects additiaoahmon shares that would have been
outstanding if dilutive potential common shares hadn issued, as well as any adjustment to inchatesmould result from the assumed
issuance. Potential common shares that may bedissuthe Corporation relate solely to outstanditogls options, and are determined using
the treasury stock method.
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Shareholders' Equity: During 2001 the Corporatigpurchased 59,981 shares of its common stock ioghe market at prices between
$14.88 and $18.00 per share. During 2000, the Catipo repurchased 85,000 shares of its commolk gtaihie open market at prices
between $13.69 and $17.00 per share. During Ma®8B,lthe Corporation repurchased 235,000 sharés @dmmon stock from six
shareholders at prices between $19.88 and $20rGhpee in privately negotiated transactions. Dythe second half of 1999, the
Corporation repurchased an additional 12,500 stariégs common stock in the open market at pricetsvben $17.00 and $18.00 per share.

Statement of Cash Flows: For the purpose of therstnt of cash flows, the Corporation considers eaglivalents to include amounts due
from banks, federal funds sold, and money marketstments purchased with a maturity of three moothsss. Generally, federal funds are
purchased and sold for one-day periods.

Reclassifications: Certain reclassifications hagerbmade to prior period amounts to conform tcctiveent year presentation.
NOTE 2: Securities

Debt and equity securities are summarized as fatlow

December 31 , 2001
Gross Gross
Amortized Unrealized Un realized Estimated
Available for Sale Cost Gains L osses Fair Value
Mortgage-backed securities $1,947,440 $ - $ (23,064) $ 1,924,376
Obligations of states and political subdivisions 45,276,293 1,384,319 ( 100,546) 46,560,066
Preferred stock 5,899,325 86,840 ( 517,669) 5,468,496
$53,123,058 $1,471,159 $ ( 641,279) $53,952,938
December 31 , 2000
Gross Gross
Amortized  Unrealized Un realized Estimated
Available for Sale Cost Gains L osses Fair Value
U.S. government agencies and corporations $13,500,000 $ - $( 201,649) $13,298,351
Obligations of states and political subdivisions 13,413,678 219,405 (52,677) 13,580,406
Preferred stock 5,504,870 7,313 ( 477,596) 5,034,587
$32,418,548 $ 226,718 $( 731,922) $31,913,344
Held to Maturity
U.S. Treasury securities $ 999,950 $ 8,179 $ - $ 1,008,129
Obligations of states and political subdivisions 32,769,975 1,059,569 (1,914) 33,827,630
$33,769,925 $1,067,748 $ (1,914) $34,835,759

The amortized cost and estimated fair value of iséesiat December 31, 2001, by contractual matugite shown below. Expected maturities
will differ from contractual maturities because tmwvers may have the right to prepay obligation$wit without call or prepayment penalti
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December 31, 2001

Amortized Estimated
Available for Sale Cost Fair Value
Due in one year or less $1,163,403 $1,180,146
Due after one year through five years 6,181,857 6,318,720
Due after five years through ten years 19,061,079 19,838,185
Due after ten years 20,817,394 21,147,391
Preferred Stock 5,899,325 5,468,496

$53,123,058 $53,952,938

Proceeds from the maturities and the calls of siesiavailable for sale in 2001 were $17,297,4668ulting in gross realized gains of $6,000.
The amortized cost and estimated fair value of séesi pledged to secure public deposits amourdeki f,484,000 and $11,938,000,
respectively, at December 31, 2001.

Proceeds from the maturities and calls of secsrhied to maturity in 2000 were $1,060,000. Theeeamno realized gains or losses. Proceeds
from the maturities and the calls of securitiesilabs¢e for sale were $906,576, resulting in grasalized gains of $100,157.

Proceeds from maturities and the calls of secsrhigld to maturity in 1999 were $3,628,850. Theeeamno realized gains or losses. Proceeds
from maturities and the calls of securities avdddbr sale were $10,806,084, resulting in grosdized gains of $138,830.

The Company adopted Financial Accounting StandBodsd Statement No. 133, Accounting for Derivaliwgtruments and Hedging
Activities, effective January 1, 2001 and, as péadiby the Statement, transferred securities avitook value of $33,770,000 and a market
value of $34,836,000 to the available-for-sale garg.

NOTE 3: Loans
Major classifications of loans are summarized dsvics:

December 31,

2001 2000

Real estate--mortgage 81,924,063  $ 87,428,166
Real estate--construction 8,829,850 9,109,165
Commercial, financial, and agricultural 37,374,333 113,570,467
Equity lines 11,283,617 11,616,307
Consumer 11,341,663 12,815,274

50,753,526 234,539,379
Less unearned loan fees (957,499) (986,698)

49,796,027 233,552,681
Less reserve for loan losses (3,683,658) (3,608,966)

46,112,369  $229,943,715

Loans on non-accrual status were $1,026,000 an8,8dd at December 31, 2001 and 2000, respectilfeéhterest income had been
recognized on non-performing loans at their stadg¢els during fiscal years 2001, 2000, and 1998rést income would have increased by
approximately $91,000, $37,000, and $8,000, resmgyt The balance of impaired loans at Decembe2801 and 2000, was $1,026,000
$473,000 respectively, with no specific valuatitioveance associated with these loans. The averalgmte of impaired loans for 2001 and

2000 were $513,000 and $357,000, respectively.
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NOTE 4: Reserve for Loan Losses

Changes in the reserve for loan losses were asfgil

Balance at the beginning of year

Provision charged to operations

Loans charged off

Recoveries of loans previously charged off

Balance at the end of year

NOTE 5: Corporate Premises and Equipment

Major classifications of corporate premises and equ

Land
Buildings
Equipment, furniture, and fixtures

Less accumulated depreciation

NOTE 6: Time Deposits

Time deposits are summarized as follows:

Certificates of deposit, $100M or more
Other time deposits

Remaining maturities on time deposits are as follow

2002
2003
2004
2005
2006

$3,608,966
400,000
(349,784)
24,476

$3,683,658

ipment are summarized as follows:

30

Ended December 31,

$3,301,778  $2,760,263
400,000 600,000
(101,733)  (86,220)
8921 27,735

December 31,

$ 3,523,577 $ 2,308,838
10,108,440 7,018,997
10,962,859 9,459,348

24,594,876 18,787,183
(9,956,435) (8,897,534)

December 31,

$ 38,481,546 $ 27,018,509
115,432,554 110,368,308

$127,590,499
17,309,102
5,488,385
1,450,373
2,075,741



NOTE 7: Borrowings

Short-term borrowings consist of securities soldarmagreements to repurchase which are securezhtt@ons with customers and generally
mature the day following the date sold. Short-tbarrowings also include advances from the FHLB,olhdre secured by a blanket floating
lien on all real estate mortgage loans securedhkeyto-four family residential properties. The balamutstanding on loans subject to the
FHLB lien was $81,924,000 on December 31, 2001.

The table below presents selected information @ntgkrm borrowings:

December 31,

2001 2000
Balance outstanding at year end $22, 203,667 $8,969,173
Maximum balance at any month-end during the year $25, 666,748 $28,103,898
Average balance for the year 14, 628,473 $22,676,362
Weighted average rate for the year 4.26% 6.12%
Weighted average rate on borrowings at year-end 1.86% 5.45%
Estimated fair value $22, 203,522 $8,969,173

The Corporation has unused lines of credit for@@mgs totaling approximately $89,305,000 at Decengi, 2001.

Long-term borrowings consist of adjustable-rateaadbes from the FHLB. At December 31, 2001, adjustedte advances totaled $5,000,000
with an interest rate of 5.45% and a maturity deditelay 19, 2003. At December 31, 2000, adjustahte-advances totaled $5,000,000 witl
interest rate of 6.55% and a maturity date of M8y2D03. These advances are also secured by aeblwdting lien on all real estate
mortgage loans secured by one-to-four family ragideproperties.

NOTE 8: Earnings Per Share

The following shows the weighted average numbeshafes used in computing earnings per share areffda on weighted average number
of shares of diluted potential common stock.

December 31,

200 1 2000 1999
Weighted average number of common shares used in ea rnings per
common share--basic 3,547 ,873 3,608,673 3,684,796
Effect of dilutive securities:
Stock options 39 434 31,641 53,438
Weighted average number of common shares used in ea rnings per
common share--assuming dilution 3,587 ,307 3,640,314 3,738,234

Options on approximately 89,000, 175,000 and 15db@0es were not included in computing earninggpemmon share--assuming dilution
for the years ended December 31, 2001, 2000, 298, 18spectively, because their effects were datide.

NOTE 9: Income Taxes

Principal components of income tax expense asctefiein the consolidated statements of income sifel@ws:

Year E nded December 31,

000 2000 1999
Current taxes $3,354,826 $1,976,909 $2,517,505
Deferred taxes (37,024) (154,178) (123,139)
$3,317,802 $1,822,731 $2,394,366
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The income tax provision is less than would be iokthby application of the statutory federal cogiertax rate to pre-tax accounting income

as a result of the following items:

Income tax computed at federal statutory rates

Tax effect of exclusion of interest income on

obligations of states and political subdivisions
Reduction of interest expense incurred to carry tax

exempt assets
State income taxes, net of federal tax benefit
Tax effect of dividends-received deduction on
preferred stock
Other

Year Ended Decem

Percent Perce
of of
Pre-tax Pre-t

2001 Income 2000 Inco

$3,844,216  34.0% $2,603,979 34.

(850,319) (7.5) (879,995) (11.

105,654 .9 116,418 1.
203,782 1.8 59,348

(82,712) (7) (83,036) (I
97,181 8 6017 .

$3,317,802 29.3% $1,822,731 23.

ber 31,
nt Percent
of
ax Pre-tax
me 1999 Income

0% $3,111,203  34.0%
5) (833784) (9.1)

5 94,336 1.0
8 128,383 14

1) (79,695)  (.9)
1 (26077) (3)

8% $2,394,366 26.1%

Other assets include deferred income taxes of 81638 and $1,760,544 at December 31, 2001 and 288@ectively. The tax effects of e¢

type of significant item that gave rise to defertaxes are:

Deferred tax asset
Allowance for loan losses
Deferred compensation

Net unrealized loss on securities available for

Interest on non-accrual loans
Accrued pension

Intangible asset

Other

Deferred tax asset

Deferred tax liability
Depreciation

Net unrealized gain on securities available for

Deferred tax liability

Net deferred tax asset

sale

sale

Year Ended December 31,

$1,136,137  $1,097,141
348,194 244,953
- 171,771
30,869 12,631
- 46,697
73,321 177,248
54,718 46,877

(17,442)  (36,774)
(282,159) -

$1,343,638  $1,760,544

NOTE 10: Employee Benefit Plans

The Bank maintains a Defined Contribution Profia8hg Plan (the "Profit-Sharing Plan") sponsoredh®yVirginia Bankers Association.
The Profit-Sharing Plan was amended effective JanLial 997, to include a 401(k) savings provisidmch authorizes a maximum voluntary
salary deferral of up to 15% of compensation (withartial company match), subject to statutorytitions. The Profit-Sharing Plan provides
for an annual discretionary contribution to theaot of each eligible employee based in part orBiuek's profitability for a given year and
on each participant's yearly earnings. All full-remployees who have attained the age of eightehave at least three months of service
are eligible to participate. Contributions and é&age may be invested in various investment vehicféered through the Virginia Bankers
Association. Contributions and earnings are taxexdefl. An employee is 20% vested after three yafassrvice, 40% after four years, 60%
after five years, 80% after six years, and fullgteel after seven years. The amounts charged tmsxpmder this plan were $385,805,
$347,552, and $293,584, in 2001, 2000, and 19%8erively.
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The Mortgage Corporation maintains a Defined Cbntion 401(k) Savings Plan which authorizes a maxmvoluntary salary deferral of up
to 15% of compensation, subject to statutory litiotes. All full-time employees who have attained #ige of eighteen are eligible to
participate on the first day of the next monthdualing employment date. The Mortgage Corporatioemess the right for an annual
discretionary contribution to the account of ealdfjitde employee based in part on the Mortgage Gration's profitability for a given year,
and on each participant's yearly earnings. An eygaas vested 25% after two years of service, 5@ three years of service, 75% after
four years of service, and fully vested after fjigars. The amount charged to expense under thenRks$279,500, $53,000, and $160,000,
for 2001, 2000, and 1999, respectively.

The Bank adopted a Management Incentive Bonus(fHarfBonus Plan") effective January 1, 1987. Tha®s Plan is offered to selected
members of management. The Bonus Plan is derioed d& pool of funds determined by the Bank's totgafgymance relative to (1) prescrik
growth-rates of assets and deposits, (2) returavenage assets, and (3) absolute level of net iacéttainment, in whole or in part, of these
goals dictates the amount set aside in the pofinefs. Evaluation of attainment and approval ofgbel amount are performed by the Board.
Payment of the bonus is based on individual perémire and is paid in cash. Expense is accrued ffistted year of the specified bonus
performance. Expenses under this plan were $242$02,300, and $173,200, in 2001, 2000, and 123pectively.

The Bank has a nogualified defined contribution plan for certain exéives. The plan allows for elective salary andumdeferrals. The pl:
also allows for employer contributions to make apdrbitrary limitations on covered compensatiopased by the Internal Revenue Code
with respect to the Bank's Profit Sharing/401(lgrialand to enhance retirement benefits by provisipglemental contributions from time to
time. Expenses under this plan were $32,350 an®$25n 2001 and 2000, respectively. There werexpenses under the plan for 1999.

The Bank has a non-contributory, defined benefitspan plan for full-time employees over twenty-gmars of age. Benefits are generally
based upon years of service and average compenéatithe five highest-paid consecutive years ofise. The Bank funds pension costs in
accordance with the funding provisions of the EngpoRetirement Income Security Act. Informationatttbe plan follows:

Year Ende d December 31,
2001 2000
Change in Benefit Obligation
Benefit obligation, beginning $2,017,5 37 $1,741,750
Service cost 2271 78 178,489
Interest cost 151,1 85 130,501
Actuarial (gain)/loss (39,9 10) 80,457
Benefits paid 3,2 48) (113,660)
Benefit obligation, ending $2,352,7 42 $2,017,537
Change in Plan Assets
Fair value of plan assets, beginning $2,212,2 05 $1,862,559
Actual return on plan assets (312,2 36) 285,634
Employer contributions 324,5 25 177,672
Benefits paid (3,2 48) (113,660)
Fair value of plan assets, ending $2,221,2 46 $2,212,205
Funded status $ 1314 96) $ 194,668
Unrecognized net actual gain 160,9 91 (309,717)
Unrecognized net obligation at transition (54,1 34) (59,547)
Unrecognized prior service cost 34,1 51 37,255
Prepaid (accrued) benefit cost $ 95 12 $(137,341)
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Year Ended December 31,

2001 2000 1999

Components of Net Periodic Benefit Cost

Service cost $ 227,178 $178,489 $161,535

Interest cost 151,185 130,501 118,101

Expected return on plan assets (193,322) (149,027)  (115,003)

Amortization of prior service cost 3,104 3,104 3,104

Amortization of net obligation at transition (5,413) (5,413) (5,413)

Recognized net actuarial gain (5,060) (3,970) 4)

Net periodic benefit cost $ 177,672 $ 153,684 $162,320
Weighted-Average Assumptions as of December 31

Discount rate 7.5% 7.5% 7.5%

Expected return on plan assets 9.0 9.0 9.0

Rate of compensation increase 4.0 4.0 4.0

NOTE 11: Related Party Transactions

Loans to directors and officers totaled $1,040,800 $812,000 at December 31, 2001 and 2000, résglgctNew advances to directors and
officers totaled $527,000 and repayments total&@9FDO0 in the year ended December 31, 2001.

NOTE 12: Stock Options

Under the Incentive Stock Option Plan ("the PlanPtjons to purchase common stock are grantedrtain&key employees of the

Corporation. Options are issued to employees aica pqual to the fair market value of common statcthe date granted. For options granted
prior to December 21, 1999, one-third of the otigranted are exercisable commencing one yearthéigrant date with an additional one-
third becoming exercisable after each of the foifmrwo years. Options granted on or after Decer2fief1 999, become exercisible five ye
after the grant date. In 1983, the shareholdetsogized 100,000 shares of common stock for issuander the Plan. An additional 200,000
and 300,000 shares were authorized for the Pl1a894 and 2000, respectively. All options expireyears from the grant date.

In 1998, the Board of Directors authorized 25,008res of common stock for issuance under the Nophk&ree Director Stock Option Plan
(the "Director Plan"). In 1999, the Director Plaasramended to authorize a total of 150,000 shareéssuance. Under the Director Plan,
options to purchase common stock may be grantadrieemployee directors of the Bank. Options aneeid4o non-employee directors at a
price equal to the fair market value of common Istaicthe date granted. The options granted areisadrle six months after grant. All optic
expire ten years from the grant date.

In 1999, the Board of Directors authorized 25,008res of common stock for issuance under the 1@@foRal Director Stock Compensation
Plan. Under this plan, options to purchase comnmecksare granted to non-employee regional direab@itizens & Commerce Bank, a
division of the Bank. Options are issued to non-eyge regional directors at a price equal to thernfarket value of common stock at the
date granted. One third of the options granted tmecexercisable commencing one year after the giaetwith an additional one-third
becoming exercisable after each of the following gears. All options expire ten years from the gdate.

The Corporation applies APB Opinion 25 and relatégrpretations in accounting for the stock opfiteins. Accordingly, no compensation
cost has been recognized for its plans. Had conapienscost for the plans been determined basetiefair value at the grant dates of opti
consistent with FASB Statement 123, the Corpor&inat income, earnings per share-basic and earpirgshare-assuming dilution would
have been
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$7,745,779, $2.18 and $2.16, $5,627,587, $1.564rkb, and, $6,625,664, $1.80 and $1.77, respéctoethe years ended December 31,
2001, 2000 and 1999, respectively.

The fair value of each option granted during thargeended December 31, 2001, 2000, and 1999, wasatesd on the date of grant using the
Black-Scholes option pricing model with the follawgiassumptions for 2001, 2000, and 1999, respéytinsk-free rate of 5.3, 5.2, and 6.7%
and volatility of 35, 30, and 25%. The dividendlgtiesed in the pricing model was 3.5, 3.5, and 2822001, 2000, and 1999, respectively.
The expected life used was eight years for 2000028nd 1999.

Transactions under the various plans for the perindicated were as follows:

2001 2000 1999
Exercise Ex ercise Exercise

Shares  Price* Shares P rice* Shares Price*
Outstanding at beginning of year 262,429 $ 14.93 208,444 $ 14.37 169,860 $ 12.36
Granted 71,650 18.55 69,800 15.80 68,350 17.64
Exercised (15,068) 9.71 (11,583) 9.62 (25,068) 9.44
Canceled (7,700) 17.12 (4,232) 16.22 (4,698) 15.27
Outstanding at end of year 311,311 $ 15.97 262,429 $14.93 208,444 $ 14.37
*Weighted average
Options exercisable at year-end 139,051 122,730 108,761
Weighted-average fair value of options granted duri ngtheyear $ 5.95 $ 4.57 $ 5.40

The following table summarizes information abowicktoptions outstanding at December 31, 2001:

Options Outstanding Options Exercisable
Numb er Number
Outstan ding Remaining Exer cisable at
at Decemb er 31, Contractual Exercise Dec ember 31, Exercise

Range of Exercise Prices 200 1 Life Price* 2001 Price*
$8.87 to $12.50 72,3 78 4.48 $10.62 72,378 $10.62
$15.75 to $20.50 238,9 33 8.72 17.59 66,673 18.34
$8.87 to $20.50 311,3 11 7.74 $15.97 1 39,051 $14.32

*Weighted average
NOTE 13: Regulatory Requirements and Restrictions

The Corporation and the Bank are subject to vaniegslatory capital requirements administered leyféderal banking agencies. Failure to
meet minimum capital requirements can initiateaiarnandatory--and possibly additional discretigractions by regulators that, if
undertaken, could have a direct material effedh@nCorporation's and the Bank's financial stateméinder capital adequacy guidelines and
the regulatory framework for prompt corrective antithe Corporation and the Bank must meet spegdiital guidelines that involve
guantitative measures of the Corporation's andBtrk's assets, liabilities, and certain off-balasleeet items as calculated under regulatory
accounting practices. The Corporation's and the&kBarapital amounts and classification are suligqualitative judgments by the regulators
about components, risk weightings, and other fact®rompt corrective action provisions are notigpple to bank holding companies.

Quantitative measures established by regulati@msure capital adequacy require the Corporatiortte@ank to maintain minimum
amounts and ratios (set forth in the table beloviptal and Tier | capital (as defined in the regidns) to risk-weighted assets (as defined),
and of Tier | capital (as defined) to average asixt defined) less
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goodwill. For both the Corporation and the BanlerTicapital consists of shareholders' equity ediclg any net unrealized gain (loss) on
securities available for sale less goodwill, artdltoapital consists of Tier | capital and a partad the allowance for loan losses. Risk-
weighted assets for the Corporation and the Bank 825,379,000 and $317,199,000 at December 31, &0d $264,375,000 and
$256,559,000 at December 31, 2000. Managementvbslias of December 31, 2001, that the Corporatiohthe Bank meet all capital
adequacy requirements to which they are subject.

As of December 31, 2001, the most recent notiticafirom the Federal Deposit Insurance CorporatiiblC) categorized the Bank as well
capitalized under the regulatory framework for ppdrorrective action. To be categorized as welitatiped, the Bank must maintain
minimum total risk-based, Tier | risk-based, andrTileverage ratios as set forth in the table welthere are no conditions or events since
that notification that management believes havegéd the Bank's category.

The Corporation's and the Bank's actual capitaliartsoand ratios are presented in the table.

Minimum To Be

We Il Capitalized
Under Prompt
Minimum Capital Co rrective Action
Actual Requirements Provisions
(Dollars in thousands) Amount  Ratio Amount Ratio Am ount Ratio
As of December 31, 2001:
Total Capital (to Risk-Weighted Assets)
Corporation $46,793 14.4% $26,030 8.0% N/A  N/A
Bank 38,999 123 25,376 8.0 $3 1,720 10.0%
Tier | Capital (to Risk-Weighted Assets)
Corporation 43,110 13.3 13,015 4.0 N/A N/A
Bank 35,346 11.1 12,688 4.0 1 9,032 6.0
Tier | Capital (to Average Assets)
Corporation 43,110 10.8 16,027 4.0 N/A N/A
Bank 35,346 9.0 15,716 4.0 1 9,645 5.0
As of December 31, 2000:
Total Capital (to Risk-Weighted Assets)
Corporation $41,331 15.6% $21,174 8.0% N/A  N/A
Bank 33,764 13.2 20,554 8.0 $2 5,693 10.0%
Tier | Capital (to Risk-Weighted Assets)
Corporation 38,023 14.4 10,587 4.0 N/A N/A
Bank 30,552 11.9 10,227 4.0 1 5416 6.0
Tier | Capital (to Average Assets)
Corporation 38,023 10.9 13,874 4.0 N/A N/A
Bank 30,552 9.0 13,582 4.0 1 6,978 5.0

Transfers of funds from the Bank to the Corporatiothe form of loans, advances and cash dividanesestricted by federal and state
regulatory authorities. As of December 31, 200&,dbgregate amount of unrestricted funds whichdcbaltransferred from the Bank to the
Corporation, without prior regulatory approvaldied $5,200,000 or 1.3% of the total consolidatetdassets.

NOTE 14: Commitments and Financial Instruments withOff-Balance-Sheet Risk

The Corporation is a party to financial instrumenith off-balance-sheet risk in the normal coursbusiness to meet the financing needs of
its customers. These financial instruments inclem@mitments to extend credit,
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commitments to sell loans, and standby lettersedit These instruments involve elements of credd interest rate risk in excess of the
amount on the balance sheet. The contract amotititiese instruments reflect the extent of involvatrtbe Bank has in particular classes of
financial instruments.

The Bank's exposure to credit loss in the evenboperformance by the other party to the finanoistrument for commitments to extend
credit and standby letters of credit written isresgnted by the contractual amount of these ingntsn

The Bank uses the same credit policies in makimgneitments and conditional obligations as it dogsofo-balance-sheet instruments.
Collateral is obtained based on management's @assitsssment of the customer.

Loan commitments are agreements to extend credittesstomer provided that there are no violatidrth@terms of the contract prior to
funding. Commitments have fixed expiration datestber termination clauses and may require paymeatfee by the customer. Since many
of the commitments may expire without being conadietirawn upon, the total commitment amounts donecessarily represent future cash
requirements. The Bank evaluates each customed#tworthiness on a case-by-case basis. The totalat of loan commitments was
$70,374,000 and $54,428,000 at December 31, 2002@00, respectively.

Standby letters of credit are written conditionaienitments issued by the Bank to guarantee th@peance of a customer to a third party.
The credit risk involved in issuing letters of citad essentially the same as that involved in ledtieg loans to customers. The total contract
amount of standby letters of credit, whose contaatbunts represent credit risk, was $3,943,00065810116,000 at December 31, 2001 and
2000, respectively.

Commitments to sell loans are designed to elimitia#eMortgage Corporation's exposure to fluctuationinterest rates in connection with
loans held for sale. The Mortgage Corporation sllsstantially all of the residential mortgage wéroriginates to thirgearty investors, son

of whom require the repurchase of loans in the estaarly default or faulty documentation. Mortgdgans and their related servicing rights
are sold under agreements that define certairbditgicriteria for the mortgage loan. Recourseipds vary from ninety days up to one year
and conditions for repurchase vary with the inved#ortgages subject to recourse are collateraligesingle-family residences, have loan-to-
value ratios of 80% or less, or have private mgggasurance, or are insured or guaranteed by emcggf the U.S. Government.

At December 31, 2001, the Mortgage Corporationlbakied-rate commitments to originate mortgage lGnsunting to approximately
$25,000,000. The Mortgage Corporation has enteredmandatory commitments, on a best-effort basisell loans of approximately
$94,263,000. Risks arise from the possible inabilftcounterparties to meet the terms of their ois. The Mortgage Corporation does not
expect any counterparty to fail to meet its obligag.

The Mortgage Corporation is committed under nonekafide operating leases for certain office locatidRent expense associated with these
operating leases was $580,000, $411,000, and $33ddr the years ended December 31, 2001, 20@D18989, respectively.

Future minimum lease payments under these leasessdollows:

Year Ending December 31,

2002 $418,077

2003 222,306

2004 20,202
$660,585

As of December 31, 2001, the Corporation had $63&6in deposits in financial institutions in exe@$ amounts insured by the FDIC.
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NOTE 15: Fair Market Value of Financial Instruments and Interest Rate Risk

The estimated fair value amounts have been deterhiig the Corporation using available market infation and appropriate valuation
methodologies. Loan commitments are conditionalsugect to market pricing and, therefore, do efiect a gain or loss of market value.
The fair value of standby letters of credit is lthea fees currently charged for similar agreementmn estimated costs to terminate them or
otherwise settle the obligations with the countdies at the reporting date. However, consideraliigment is required to interpret market
data to develop the estimates of fair value. Acicgylgt, the estimates presented herein are not sadgsindicative of the amounts the
Corporation could realize in a current market excfea The use of different market assumptions areftimation methodologies may have a
material effect on the estimated fair value amaunts

Cash and short-term investments. The nature oétimssruments and their relatively short maturipesvide for the reporting of fair value
equal to the historical cost.

Securities. The fair value of investment securitigsased on quoted market prices.
Loans. The estimated fair value of the loan padfid based on present values using applicableadpr® the U.S. treasury yield curve.
Loans held for sale. The fair value of loans heldsiale is estimated based on commitments intolwihitividual loans will be delivered.

Deposits and borrowings. The fair value of all dachdeposit accounts is the amount payable at fartrdate. For all other deposits and
borrowings, the fair value is determined usingdiseounted cash flow method. The discount rateegasl to the rate currently offered on
similar products.

Accrued interest. The carrying amount of accruéerast approximates fair value.

December 31,

2001 2000
Carrying Estimated Carrying Estimated

(Dollars in thousands) Amount F air Value Amount Fair Value
Financial assets:

Cash and short-term investments $ 11,057 $ 11,057 $14,838 $ 14,838

Securities 53,952 53,952 66,594 67,336

Net loans 246,112 255,110 229,944 230,334

Loans held for sale, net 69,263 70,166 17,600 17,984

Accrued interest receivable 2,134 2,134 2,404 2,404
Financial liabilities:

Demand deposits 169,998 170,802 153,301 154,325

Time deposits 153,914 156,115 137,387 137,505

Borrowings 27,204 27,190 13,969 13,969

Accrued interest payable 811 811 993 993
Off-balance-sheet items:

Letters of credit -- 3,943 - 5,016

Unused portions of lines of credit -- 70,374 - 54,428

The Corporation assumes interest rate risk (ttkethizt general interest rate levels will changed assult of its normal operations. As a result,
the fair values of the Corporation's financial instents will change when interest rate levels changl that change may be either favorable
or unfavorable to the Corporation. Management giterto match maturities of assets and liabiliteethe extent believed necessary to mai
interest rate risk. However, borrowers with fixedier obligations are less likely to prepay in angsiate environment and more likely to pre

in a falling rate environment. Conversely, depasitwho are receiving fixed rates are more likely
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to withdraw funds before maturity in a rising ratevironment and less likely to do so in a falliagerenvironment. Management monitors
rates and maturities of assets and liabilitiesattempts to minimize interest rate risk by adjustierms of new loans and deposits and by
investing in securities with terms that mitigate tborporation's overall interest rate risk.

NOTE 16: Business Segments

The Corporation operates in a decentralized fasiidwo principal business activities, retail bamkiand mortgage banking. Revenues from
retail banking operations consist primarily of &gt earned on loans and investment securitiestgsige banking operating revenues consist
mainly of interest earned on mortgage loans helddite, gains on sales of loans in the secondarigange market, and loan origination fee
income. The Corporation also has an investment esmyan insurance company and a title company dialgiwhich derive revenues from
brokerage, insurance and title insurance servides results of these subsidiaries' are not sigmitito the Corporation as a whole and have
been included in "Other." The following table pnetsesegment information for the years ended DeceBthe2001, 2000, and 1999.

Year E nded December 31, 2001
Retail  Mort gage
(Dollars in thousands) Banking Bank ing  Other Eliminations Consolidated
Revenues:
Interest income $26,848 $2,9 31 $ - $(1,545) $ 28,234
Gain on sale of loans - 10,3 90 - - 10,390
Other 3,340 2,6 90 1,001 - 7,031
Total operating income 30,188 16,0 11 1,001 (1,545) 45,655
Expenses:
Interest expense 11,984 1,5 45 - (1,545) 11,984
Salaries and employee benefits 6,372 6,6 81 390 - 13,443
Other 5465 3,2 96 160 -- 8,921
Total operating expenses 23,821 115 22 550 (1,545) 34,348
Income before income taxes $ 6,367 $4,4 80 $ 451 $ - $ 11,307
Total assets $389,426 $74,7 01 $ 52 $(60,103) $404,076
Capital expenditures $6121 $ 3 04 $ -8 - $ 6,426
Yea r Ended December 31, 2000
Retail Mort gage
(Dollars in Thousands) Banking Bank ing  Other Eliminations Consolidated
Revenues:
Interest income $25974 $1,2 98 $ -- $ (851 $ 26,421
Gain on sale of loans - 50 09 - - 5,009
Other 2,036 1,1 83 717 - 3,936
Total operating income 28,010 74 90 717 (851) 35,366
Expenses:
Interest expense 11,309 8 51 - (851) 11,309
Salaries and employee benefits 5829 3,3 68 406 - 9,603
Other 4,387 2,2 83 125 -- 6,795
Total operating expenses 21525 6,5 02 531 (851) 27,707
Income before income taxes $ 6485 $ 9 88 $ 186 $ -- $ 7,659
Total assets $339,877 $23,9 46 $ 9 $(16,360) $347,472
Capital expenditures $2361 $ 1 45 $ - $ - $ 2,506
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Year En ded December 31, 1999

Retail Mortgage

(Dollars in Thousands) Banking Banking Other Eliminations Consolidated
Revenues:

Interest income $23,096 $1,916 $ -- $(1,368) $23,644
Gain on sale of loans - 6,692 - -- 6,692

Other 2,134 1,589 860 - 4,583
Total operating income 25,230 10,197 860 (1,368) 34,919
Expenses:

Interest expense 9,068 1,368 - (1,368) 9,068
Salaries and employee benefits 5,127 3,889 350 -- 9,366
Other 4,586 2,599 149 - 7,334
Total operating expenses 18,781 7,856 499 (1,368) 25,768
Income before income taxes $6,449 $2,341 $361% - $9151
Total assets $327,877 $24,673 $ 36 (23,345) $329,241
Capital expenditures $ 2,709 $ 158 $ -% - $ 2867

The retail banking segment provides the mortgagdihg segment with the funds needed to originatetigage loans through a warehouse
line of credit and charges the mortgage bankingnesg interest at the daily FHLB advance rate plugasis points. These transactions are
eliminated to reach consolidated totals. Certanpamte overhead costs incurred by the retail bapkegment are not allocated to the

mortgage banking and other segments.
NOTE 17: Parent Company Condensed Financial Informton

Financial information for the parent company isadl®ws:

Balance Sheets

Assets
Cash
Securities available for sale
Other assets
Investments in subsidiary

Total assets

Liabilities and shareholders' equity
Other liabilities
Shareholders' equity

Total liabilities and shareholders' equity

December 31,

$ 92211% 62,073
5,468,496 5,034,587
2,682,061 2,209,188
36,695,062 31,620,321

$ 194,807 $ 145,719
44,743,023 38,780,450

$44,937,830 $38,926,169

Statements of Income

Interest income on securities

Interest income on loans

Dividends received from bank subsidiary
Distributions in excess of equity in net income of
Equity in undistributed net income of subsidiary
Other income

Other expenses

Net income

Year Ended December 31,

2001 2000 1999

$ 347,529 $ 354,357  $ 339,886
162,796 184,000 102,627
3,408,649 2,940,632 7,859,692
subsidiary - - (1,479,099
4,219,625 2,459,459 -
5,124 94,630 151,153
(155,006)  (197,047) (218,029

$7,988,717 $5,836,031 $ 6,756,230
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Statements of Cash Flows

Operating activities:

Net income

Adjustments to reconcile net income to net cash pro
activities:
Distributions in excess of equity in net income
Equity in undistributed earnings of subsidiary
Increase in other assets
Increase in other liabilities

Net cash provided by operating activities

Investing activities:
Proceeds from maturities and calls of securities
Purchase of securities

Net cash used in investing activities

Financing activities:

Repurchase of common stock
Dividends paid

Proceeds from the issuance of stock

Net cash used in financing activities

Net increase (decrease) in cash and cash equi
Cash at beginning of year

Cash at end of year

NOTE 18: Quarterly Condensed Statements of Income--

Dollars in thousands (except per share)

Total interest income

Net interest income after provision for loan losses
Other income

Other expenses

Income before income taxes

Net income

Earnings per common share--assuming dilution
Dividends per common share

Dollars in thousands (except per share)

Total interest income

Net interest income after provision for loan losses
Other income

Other expenses

Income before income taxes

Net income

Earnings per common share--assuming dilution
Dividends per common share

Year Ended December 31,

2001 2000 1999

$7,988,717 $5,836,031 $ 6,756,
vided by operating

of subsidiary -- - 1,479,
(4,219,625) (2,459,459)
(486,288) (237,372) (1,368,
49,088 80,369 219,

3,331,892 3,219,569 7,086,

50,000 811,945 667,
(444,455 (1,107,101) (1,107,

(394,455) (295,156) (440,

(1,014,320) (1,329,411) (4,909,
(2,056,093) (1,910,629) (1,797,
163,114 131,592 253,

(2,907,299) (3,108,448) (6,452,

valents 30,138 (184,035) 194,
62,073 246,108 51,

$92,211 $ 62,073 $ 246,

Unaudited
2001 Quarter Ended

March 31 June 30 September 30 Decembe

$6,915 $7,222 $7,095 $70

3,667 3,924 4,014 4,2
2,958 3,882 4,436 6,1
4,626 5,196 5,460 6,6
1,999 2,610 2,990 3,7
1,497 1,866 2,090 2,5
$ 42 $ 52 $ .58 $ 7
.14 .14 .15

2000 Quarter Ended

March 31 June 30 September 30 Decembe

$6,147 $6,461 $6,830 $6,9

3,619 3,662 3,754 3,6
2,068 2,306 2,407 2,1
3,922 4,149 4,014 3,9
1,765 1,819 2,147 1,9
1,369 1,398 1,615 1,4
$ 37 $ 38 $ .45 $
.13 .13 13
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INDEPENDENT AUDITOR'S REPORT

[LOGO YHB]

The Board of Directors and Shareholders
C&F Financial Corporation

We have audited the accompanying consolidated balsineets of C&F Financial Corporation and Subsidia of December 31, 2001 and
2000, and the related consolidated statementsofrnie, shareholders' equity, and cash flows foy#aas ended December 31, 2001, 200(
1999. These financial statements are the respdihsilfithe Corporation's management. Our respalitsilis to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with audiiagdards generally accepted in the United StdtAmerica. Those standards require
that we plan and perform the audit to obtain reabtnassurance about whether the financial statsnaea free of material misstatement. An
audit includes examining, on a test basis, evidesnpporting the amounts and disclosures in then6igh statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgd the overall financial statement
presentation. We believe that our audits providesgonable basis for our opinion.

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matenégpects, the financial position of C&F
Financial Corporation and Subsidiary as of Decen®ie2001 and 2000, and the results of their ojersiand their cash flows for the years
ended December 31, 2001, 2000 and 1999, in contipmiith accounting principles generally acceptethia United States of America.

Yount, Hyde & Barbour, P.C.

January 15, 2002
Winchester, Virginia
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND

FINANCIAL DISCLOSURE

None.
PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information required by Item 10 with respecthe Directors of the Registrant is contained ogega3 through 4 of the 2002 Proxy
Statement, which is attached hereto as ExhibitiBfler the caption, "Election of Directors," is ingorated herein by reference. The
information required by Section 16(a) reportinguiegments with respect to Directors and Executifficérs is contained on page 13 of the
2002 Proxy Statement, which is attached heretaxagE 99, under the caption, "Section 16(a) BeciafiOwnership Reporting Compliance,”
is incorporated herein by reference.

The information in the following table pertainsth® executive officers of the Corporation:

Executive Officers of C&F Financial Corporation

Name (Age) Business Experie nce Number of Shares Benef icially
Present Position During Past Five Y ears Owned as of February 2 6, 2002
Larry G. Dillon (49) President of the Bank since 1989 46,202 (1)
Chairman, President and
Chief Executive Officer
Gari B. Sullivan (64) Senior Vice President of the Bank since 1990 3,237 (1)
Secretary
Thomas F. Cherry (33) Promoted to Senior Vic e President of the Bank in 5,700 (1)

Chief Financial Officer December 1998; Vice Pr
December 1996 to Decem
Price Waterhouse, LLP
December 1996

esident of the Bank from
ber 1998; Manager with
in Norfolk, prior to

(1) Includes exercisable options of 17,700, 1,500 5,500 held by Messrs. Dillon, Sullivan, and @heespectively.

ITEM 11. EXECUTIVE COMPENSATION

The information contained on pages 5 through hef2z002 Proxy Statement, which is attached heefexhibit 99, under the caption,

"Executive Compensation," is incorporated hereimdigrence.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information contained on page 2 of the 200Xy &tatement, which is attached hereto as Exhihiu@der the caption, "Security
Ownership of Certain Beneficial Owners and Managahés incorporated herein by reference.
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information contained on page 5 of the 200Xy &tatement, which is attached hereto as Exhihiu@der the caption, "Interest of
Management In Certain Transactions," is incorpar&erein by reference.

PART IV
ITEM 14. EXHIBITS AND REPORTS ON FORM 8-K
14 (a) Exhibits
Exhibit No. 3: Articles of Incorporation and Bylaws
Articles of Incorporation and Bylaws of C&F Financial
Corporation filed as Exhibit Nos. 3. 1 and 3.2, respectively,
to Form 10KSB filed March 29, 1996, of C&F Financial
Corporation is incorporated herein b y reference.
Exhibit No. 10: Material Contracts
10.1 Employment agreement dated Dec ember 16, 1997 between
C&F Financial Corporation and Larry Dillon filed as
Exhibit No. 10 to Form 10K fil ed March 23, 1998, of
C&F Financial Corporation is i ncorporated herein by
reference.
10.2 Employment agreement dated Aug ust 1, 1999 between C&F
Financial Corporation and Tom Cherry filed as Exhibit
No. 10 to Form 10K filed March 28, 2000, of C&F
Financial Corporation is incor porated herein by
reference.
10.3 C&F Executive Deferred Compens ation Plan
10.4 C&F Financial Corporation 1994 Executive Stock Option
Plan filed as Exhibit 4.3 to F orm S-8 filed May 1,
2000 is incorporated herein by reference.
10.5 C&F Financial Corporation 1998 Non-Employee Director
Stock Compensation Plan filed as Exhibit 4.3 to Form
S-8 filed September 18, 1998 i s incorporated herein by
reference.
Exhibit No. 13: C&F Financial Corporati on 2001 Annual Report to
Shareholders
Exhibit No. 21: Subsidiaries of the Reg istrant
Citizens and Farmers Bank, incorpora ted in the Commonwealth of
Virginia (100% owned)
Exhibit No. 23: Consents of experts and counsel
23.1 Consent of Yount, Hyde & Barbo ur, P.C.
Exhibit No. 99: Additional Exhibits
99.1 C&F Financial Corporation 2002 Annual Meeting Proxy
Statement
14 (b) Reports on Form 8-K filed in the fourth quarter of 2001:
None.
14 (c) Exhibits to this Form 10-K are either fi led as part of this Report

or are incorporated herein by reference.

14 (d) Financial Statements excluded from Annua | Report to Shareholders
pursuant to Rule 14a-3(b).
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, C&F FinahCorporation has duly caused this
report to be signed on its behalf by the undersigtieereunto duly authorized:

C&F FINANCIAL CORPORATION

/sl Larry G. Dillon /sl Thomas F. Cherry
Larry G. Dillon Thomas F. Cherry
Chairman, President and Chief Executive Officer Senior Vice President and

Chief Financial Officer

Date: March 15, 2002 Date: March 15, 2002

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the Registrant and in the capacities and on thesdatlicated:

/sl J. P. Causey Jr. Date: March 15, 2002

J. P. Causey Jr., Director

/s/Barry R. Chernack Date: March 15, 2002

Barry R. Chernack, Director

/sl Larry G. Dillon Date: March 15, 2002

Larry G. Dillon, Director

/sl James H. Hudson Il Date: March 15, 2002

James H. Hudson lll, Director

/sl Joshua H. Lawson Date: March 15, 2002

Joshua H. Lawson, Director

/s/ William E. O'Connell Jr. Date: March 15, 2002

William E. O'Connell Jr., Director

/sl Paul C. Robinson Date: March 15, 2002

Paul C. Robinson, Director
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VIRGINIA BANKERS ASSOCIATION
MODEL NON-QUALIFIED DEFERRED COMPENSATION PLAN
FOR EXECUTIVES
(July, 1996)

ADOPTION AGREEMENT

If the Employer completing this document has angstjions about the adoption of the Plan, the prongbf the Plan, its representative shi
contact Bette J. Albert, C.L.U. at the Virginia Bans Association Benefits Corporation, 700 EastrMitreet, Suite 1411, Post Office Box
462, Richmond, Virginia 23219, telephone numbenr83-7469 during business hours.

Each Employer named below hereby adopts the Ptangh this Adoption Agreement (the "Adoption AgremtY), to be effective as of the
date(s) specified below, and elects the followipgcifications and provides the following informatirelating thereto:

In completing this Adoption Agreement, if additibspace is required insert additional sheets.

Adoption Agreement Contents

Page
Option 1 Employer(s) Adopting Plan Named in Parag raph 1.12 of the Plan ......... 1
Option 2 General Plan Information ................ L 2
Option 3 Status of Plan and Effective Date(s) ... e 2
Option 4 DefinitionNS ...ccoovvvveiiiiiiieeee e 3
Option 5 Employer Contributions and Allocations . s 5
Option 6 VESHNG ..vevvviiiiiieiiiiiieeeecceee e 8
Option 7 Retirement Dates .....ccccccvvveeeeeees e 9
Option 8 Time and Form of Benefit Payments ...... . e, 9
Option 9 Participant Deemed Investment Direction s 14
Option 10 Change in Control Definition ........... . e 14
1. EMPLOYER(S) ADOPTING PLAN NAMED IN PARAGRAPH 1210F THE PLAN.
(@) Name of Employer: (b ) Employer's telephone

C& F Financial Corporation Number:
(804) 843-2360

(c) Address of Employer: (d ) Employer's EIN:
Post Ofice Box 391 54-1680165
West Point, VA 23181 -
(e ) Employer's Tax Year End:
12/31

(f) Name, Address and Identifying Information off®t Participating Employers Adopting the Plan:

Citizens and Farmers Bank C&F Mortgage Co rporation
Eighth and Main Streets 300 Arboretum P lace -Suite 245
West Point, Virginia 23181 Richmond, Virgi nia 23236
Telephone number (804) 843-2360 Telephone ( 804) 330-8300

EIN 54-0169510 EIN 54-1773964



2. GENERAL PLAN INFORMATION.

(a) Name of Plan: VBA Executive's Deferred CompénsaPlan for C&F Financial Corporation

(b) Name, Address and EIN of Plan Administrator{$)other than Plan Sponsor, appointment mustypsebolution]:

3. STATUS OF PLAN AND EFFECTIVE DATE(S).

(a) Effective Date of Plan: The Effective Date loé tPlan is January 1, 1998.

(b) Plan Status. The adoption of the Plan throhghAdoption Agreement is:

[] (1) Initial Establishment. The initial adopt ion and establishment
of the Plan.
[X] (2) Restated Plan. An amendment and restatem ent of the Plan (a

Restated Plan).

(A) Effective Date of this Restatement . The Effective Date of
this Restatement of the Plan is Ja nuary 1, 200.

(B) Prior Plan. The Plan was last main tained under document
dated, December 31, 1997 and was k nown as the for C&F

Financial Corporation.

(C) Transitional or Special Provisions : [Enter any
transitional or special provisions relating to any
Rollover Account and the Plan as r estated]

(c) Adoption of Plan by Additional Employers afteffective Date of Plan. The Effective Date(s) of fAlan with respect to Citizens and
Farmers Bank is January 1, 1998 and C&F Mortgagp@ation is January 1, 2000.

L]
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4. DEFINITIONS.

(a) Compensation
Paragraph 1.8

Compensation is
plan document fo
following specif

(1) General Defi
definition i
plan documen

(A) Salary.

defined

[Consid
for det
whether
reducti
plan co
may be

(B) Bonus.

defined

[Consid
incenti
exclude

(2) Specific Def
respect to e
under the PI
include:

(A) Employe

L1 (i) Sal
[] (i) Bo
IX] (i) S

(B) Employe

L1 (i) sal
L] (i) Bo

[X] (i) S
purpose
Non-Ele
Attachm

[X] (iv) Ot
Profit
Non-Ele
Attachm
excess
purpose
"Compen
Limit"
to them
Associa
Plan fo
as amen
success
Plan").

used throughout the basic
r different purposes. The
ic rules apply.

nition. The Compensation

n paragraph 1.8 of the basic
t is modified as follows:

Salary is more specifically
to mean:

er whether to fix the date
ermining Salary. Consider
to revise to exclude

ons for 401(k) and cafeteria
ntributions. Other revisions
desired.]

Bonus is more specifically
to mean:

er naming specific bonus or
ve programs. Indicate

d programs specifically.]
initions. When used with

ach type of contribution
an, Compensation shall

e Deferral Contributions.

ary.
nuses.
alary and Bonuses.

r Non-Elective Contributions.

ttachment.

ary.
nuses.

alary and Bonuses - for

s of the "SERP" Employer
ctive Contributions (see
ent).

her: for purposes of "Excess
Sharing" Employer

ctive Contributions (see

ent), "Compensation” in

of Compensation Limit. For
s hereof, the terms

sation" and "Compensation
has the same meaning assigned
in the Virginia Bankers

tion Defined Contribution

r Citizens and Farmers Bank
ded from time to time (or any
or thereto) (the "401(k)



(C) Employer

[] (i) Sala
[] (ii) Bon
[_] (i) Sa

[X] (iv) Oth

of "Compensa
are defined

(b) Eligible Employee Eligible Emplo
Paragraph 1.10 following:

[X] (1) Deter

positions with the Employer:

[List the executive positions to be included inmptoverage.]

(c)) Plan Year In the case of
Paragraph 1.20 the Effective
maintained on
beginning on a

the Plan Year shall begin on ,19 and ending onwi®the short Plan Year beginning on , 19 andremdn December 31, 19 . Thereafter,

Matching Contributions.

uses.
lary and Bonuses.
er: "Compensation” in excess

tion Limit" (as such terms
in the "401(k) Plan").

yee shall mean only the

mination by Board - for any

Il Employer Contributions.
ndividual who is designated
Eligible Employee by

ution of the [] Plan

or's [x] Employer's Board
irectors (or committee

of). A copy of the

ution shall be attached to
ncorporated by reference
the Plan. See Attachment.

mination by CEO - for

ndividual who is designated
Eligible Employee by

ution of the [] Plan

or's [x] Employer's Chief
tive Officer. A copy of

hief Executive Officer's
nation shall be attached to
ncorporated by reference
the Plan.

mined by Classification

assified under the Employer's
nnel practices and policies
ployed in the following

s or classifications:

executive classification to
cluded in plan coverage].
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. Any individual who is

yed in the following

Restated Plan which prior to
Date of this Restatement was
the basis of a Plan Year
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Plan Year shall be the 12 month period beginnirahdanuary 1.




(d) Valuation Date The following
Paragraph 1.23 Employer:

[X] (1) Quart

June
of ea

[1(3) Annua

Plan
(e) Effective Date The effective
of Coverage Eligible Emplo

Subparagraph 2.1
[X] (1) Quart

5. EMPLOYER CONTRIBUTIONS AND ALLOCATIONS

(a) Employer Contributions  The following ¢
Paragraph 3.4 are elected:

[1(2) None.

not pe
[X] (2) Employ

Contri

[1d

date selected by the

erly. The last day of each

dar quarter.

Annually. The last day of

and the last day of December
ch Plan Year.

lly. The last day of each

Year.

date of coverage for an
yee shall be [Check one]:

erly. The first day of

dar quarter following

ate the individual became an
ble Employee.

Annually. The first day of

lan Year or the first day of
eventh month of the Plan Year
following the date the

idual became an Eligible

yee.

lly. The first day of the
Year following the date the
idual became an Eligible
yee.

ontributions by the Employer

Employer contributions are
rmitted.

er Non-Elective
bution.

ount. Each Employer shall
ke an Employer Non-
ective Contribution for

ch Plan Year in such
ount, if any, which the
ployer shall determine.

) Flexible Formula - Such
amount, if any, which
the Board of Directors
of the Employer shall
determine by resolution.
- See Attachment.

i) Compensation Formula - %
[Insert percentage] of
the Compensation of all
Participants for such
Plan Year eligible to
receive an allocation of



the Employer Non-
Elective Contribution

for such Plan Year, plus
any additional amount
that the Board of
Directors of the
Employer shall determine
by resolution.

[1( i) Fixed Amount - $
[Insert amount], plus
any additional amount
that the Board of
Directors of the
Employer shall determine
by resolution.
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Non-Elective Co

in proportion t

Option 4(a)(2)(
for the Plan Ye
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Attachment.
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during su
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to the PI
after the
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isions which shall apply
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yed as Eligible Employees for
[Insert number of months]
ndar months in for such Plan

ble Employees at any time
ch Plan Year.

ble Employees on the last day
lan Year. - For Excess Profit
on-Elective Contributions.

ied while Eligible Employees
d on their Disability, Early,
Delayed Retirement Date
gible Employees during such
[Check one]: - For Excess
aring Non-Elective

ions.

nly if they are employed as
igible Employee for at least

rt number of months] full

dar months in such Plan Year.

dless of the number of months
yed during such Plan Year.

and Allocating Employer

ntribution [Check one]:
- For a calendar quarter of

ar shall be made to the Plan
reasonable time after the end
uarter and shall be allocated
ipant's accounts as of the

of such quarter.

ally - For a six month

the Plan Year shall be made
an within a reasonable time
end of June and December of
Year and shall be allocated
ipants' accounts as of the

of such month.

[X] (iii) Annually - For a Plan Year shall be mattethe Plan at such time(s) as the Employer sleddirchine and shall be allocated to
Participants' accounts as of the last day of su@h Wear.



[X] (3) Employer Matching Contributions.

(A) Amount. Each Employer shall make an Employe
Matching Contribution for each Plan Year in
an amount, subject to the limitations
provided in the Plan, equal to the followin
percentage(s) of each Participant's Deferra
Contribution of Compensation as defined in
Option 4(a)(2)(C) of the Adoption Agreement
for such Plan Year [Check one]:

[X] (i) Straight Percentage - 100% [Insert
percentage] of his Compensation as
defined in Option 4(a)(2)(C) of the
Adoption Agreement contributed to the
Plan (up to a maximum of 5% of such
Compensation).

[1(ii) Contribution Weighted Percentages -

[Insert percentage] of the first %

[Insert percentage] of his
Compensation as defined in Option
4(a)(2)(C) of the Adoption Agreement
contributed to the Plan and % of his
Compensation as defined in Option
4(a)(2)(C) of the Adoption Agreement
contributed to the Plan (up to a
maximum of % of such Compensation).

(B) Participants Entitled to Share of Employer

Matching Contribution. The Employer Matchin
Contribution shall be allocated as describe

in Option 5(a)(3)(A) of the Adoption
Agreement for the Plan Year to the Employer
Deferral Account of the Participants who
[Select applicable provisions which shall
apply conjunctively unless otherwise noted]

[1() Are employed as an Eligible Employee
for at least [Insert number of months
full calendar months in for such Plan
Year.

[1(ii) Are Eligible Employees at any time
during such Plan Year.

[X] (iii) Are Eligible Employees on the last da
of such Plan Year.

[X] (iv) If they died while an Eligible
Employee or retired on his Disability
Early, Normal or Delayed Retirement
Date while an Eligible Employee durin
such Plan Year [Check one]:

[1 (a) Butonly if they are employed as
an Eligible Employee for at
least [Insert number of months
full calendar months in such Plan
Year.



[X] (iii) Annually - For a Plan Year shall be mattethe Plan at such time(s) as the Employer skdéirchine and shall be allocated to

[X] (b) Regardless of the number of months

employed during such Plan Year.

(C) Time for Making and Allocating Employer

Matching Contribution. The Employer Matching

Contribution [Check one]:

[1() Quarterly - For a calendar quarter of
a Plan Year shall be made to the Plan
within a reasonable time after the end
of such quarter and shall be allocated
to Participants' accounts as of the
last day of such quarter.

[1(ii) Semi-Annually - For a six month
period in the Plan Year shall be made
to the Plan within a reasonable time
after the end of June and December of
each Plan Year and shall be allocated
to Participants' accounts as of the
last day of such month.

Participants' accounts as of the last day of su@h Year.

6. VESTING

rules:

(a) Vesting Schedule The following vesti
Subparagraph 6.3(a)  the Employer Deferr
of all Participants
where applicable]:

[X] (1) Apply Rules
A Participa
Deferral Ac
same manner
applicable
retirement
Employer: F
Matching su
Deferral Ac
subaccount.

[1(2) Always 100%
always have
one hundred
Employer De

[X] (3) Other Appli

shall be ve
Account in

See Attachment for vesting in Employer Deferral duwat SERP subaccount.

[Describe vesting provisions, including automatésting provisions, applicable schedule and rulesdanting service].

8

ng schedule shall apply to
al Employer Deferral Account
[Check one, and complete

Described in Qualified Plan.

nt is vested in his Employer
count under the Plan in the
and applying the same rules
under the following qualified
plan maintained by the

or Employer Deferral Account
baccount and Employer
count Profit Sharing

Vested. A Participant shall
a non-forfeitable right to
percent (100%) of his
ferral Account.

cable Rules. A Participant

sted in his Employer Deferral
accordance with the following



7. RETIREMENT DATES

(a) Normal Retirement Date A Participant's Normal Retirement Date shall
Paragraph 6.1 be the day the P articipant reaches age.
(b) Early Retirement Date [Select and comp lete applicable provision(s)]

Paragraph 6.3
[X] (1) None.

[1(2) Same as under the following qualified
retireme nt plan maintained by the
Employer

[1(3) Noager equirement.

[1(4) Age requ irement of years.

[1(5) No servi ce requirement.

[1(6) Service requirement of  years of
continuo us full-time service with the
employer

(c) Disability Retirement Date [Select and comp lete applicable provision(s)]

Paragraph 6.4
[X] (1) None.

[1(2) Same as under the following qualified
retireme nt plan maintained by the
Employer

[1(3) Noager equirement.

[1(4) Age requ irement of years.

[1(5) No servi ce requirement.

[1(6) Service requirement of years of
continuo us full-time service with
the Empl oyer.

8. TIME AND FORM OF BENEFIT PAYMENTS.

(a) Benefit Commencement Date The term Benefit Cemsament Date shall mean the first day of Definmdéraphs 1.5, calendar quarter
coinciding with or next following:

3.3(@) and 7.1

[1(1) Retirement Date. The Participant's Retiratri@ate under the Plan as of which he retires.

[1(2) Termination of Employment. The Participartermination of employment with the Employer fdratever reason.

9



[X] (3) Selected By Participant. The date seledtgdhe Participant in accordance with the following

(A) Participant's Options. The
Participant may elect that his
Benefit Commencement Date be based
on [Select options to be available
to Participants]:

[1() His Retirement Date under the
Plan as of which he retires.

[X] (ii) His termination of employment
with the Employer.

[ ] (iii) A date certain stated clearly
in his election form which
shall be without regard to
when his employment with the
Employer ends.

[X] (iv) The later of a date certain or
his Retirement Date as of
which he retires.

[1(v) Describe other options to be
available:

(B) Timing of Participant Election. The

Participant shall elect his Benefit
Commencement Date at the following
time:

[1(@) At Time Deferral Election is

Made. The Participant's
election of the Benefit
Commencement Date shall be
made at the time his first
Deferred Contribution Election
is filed under the Plan.

[X] (i) In Plan Year Prior to Date

election of the Benefit
Commencement Date shall be
made no later than the earlier

of (a) the end of the Plan

Year prior to the Benefit
Commencement Date selected and
(b) at least 90 days before

the selected date.
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(b) Form of Payment to The form of benefit
Participant 7.2(a) Participant shall be

with the following r
[] (1) Selected B

selects th

L1 (A) Lump

C

(i)

C CC

L
[X] (2) Selected B

payment sh
Participan
following:

(A) Parti

Parti
the f
[Sele
Parti

X1

[X] (i)

11

payments available to the
determined in accordance
ules:

y Employer. The Employer

e following form of payment:

Sum Payment. Deferral

its will be paid in the
of a lump sum payment.

dic Installments. Deferral

its will be paid in the form
riodic installment payments

Frequency:

(a) Monthly.

(b) Quarterly.

(c) Semi-Annually.
(d) Annually.

Duration. Over the following

(a) Five (5) years.
(b) Ten (10) years.
(c) Fifteen (15) years.
(d) Twenty (20) years.

y Participant. The form of
all be selected by the
tin accordance with the

cipant's Options. The

cipant may elect from among
ollowing forms of payment

ct options to be available to
cipants]:

Lump Sum Payment. Deferral

Benefits may be paid only in
the form of a lump sum
payment.

Periodic Installments.

Deferral Benefits may be paid
in the form of periodic
installment payments made:

(a) Frequency:

[X] (1) Monthly.



(B) Timin

[X] (i)

(c) Form of Payment to The form of benef
Beneficiary the Beneficiary s
Paragraph 7.2(b) accordance with t

[X] (1) Selected

selects t
payment:

L1 (A) Lump

12

[X] (I1) Quarterly.
[X] (111) Semi-Annually.
[X] (IV) Annually.

(b) Duration. Over the

following period:
[X] (1) Five (5) years.
[X] (I1) Ten (10) years.
[X] (1) Fifteen (15) years.
[X] (IV) Twenty (20) years.

g of Participant Election.
articipant shall elect his
of payment at the

wing time:

At Time Deferral Election

election of the form of
payment shall be made at
the time his first

Deferred Contribution
Election is filed under

the Plan.

In Plan Year Prior to Date

election of the form of
payment shall be made no
later than the earlier of

(a) the end of the Plan

Year prior to the Benefit
Commencement Date selected
and (b) at least 90 days

before the selected date.

it payments available to
hall be determined in
he following rules:

By Employer. The Employer

he following form of

Sum Payment. Deferral

its will be paid in the
of a lump sum payment.

dic Installments.

ral Benefits will be paid
e form of periodic
lIment payments made:

requency.

a) Monthly.
b) Quarterly.
¢) Semi-Annually.

d) Annually.



(ii) Duration. O

[1 (a) Five (5)
[1 (b) Ten (10)
[1 (c) Fifteen

[1 (d) Twenty (

[X] (2) Selected By Parti

payment shall be
in accordance wit

(A) Participant'

may elect fr
of payment [
available to

[X] (i) Lump Su

Benefit
periodi

(a) Fre

X1
X1 (n
X1
X1 (v
(b) Dur

per

X1
X1
X1 (n
(X1 (v

(B) Timing of Pa
Participant
form of paym
Deferred Con
under the PI
his death.

ver the following period:

years.
years.

(15) years.
20) years.

cipant. The form of

selected by the Participant
h the following:

s Options. The Participant

om among the following forms
Select options to be
Participants]:

m Payment. Deferral Benefits

paid only in the form of a
m payment.

¢ Installments. Deferral

s may be paid in the form of
¢ installment payments made:

quency:

Monthly.

) Quarterly.

1) Semi-Annually.
) Annually.

ation. Over the following

Five (5) years.

) Ten (10) years.

1) Fifteen (15) years.
) Twenty (20) years.

rticipant Election. The

shall elect the Beneficiary's
ent at the time his first
tribution Election is filed

an or at any time prior to
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9. PARTICIPANT DEEMED INVESTMENT DIRECTION.
Paragraph 3.6

(a) Availability Generally A Participant [Check dne
[ 1(1) Not Permitted. May not make deemed investhu#rections.

[1(2) Permitted. May make deemed investment dioestfor the following accounts (the "directableaants™) [Check one or more]:
[X](A) Employee Deferral Account.

[X](B) Employer Deferral Account. - For Employer f2eral Account Matching subaccount and Employerdbail Account Profit Sharing
subaccount at all times; and for Employer Defetadount SERP subaccount after vesting and ternoinatf employment.

(b) Frequency and Effective Participant s may make their deemed
Date of Investment investment directions as of [Check one
Directions if Option 9 (a)(2) is selected]:

[X](1) Quar terly. Quarterly effective as
of t he first date of each quarter
of t he Plan Year,

[1(2) Semi -Annually. Semi-annually
effe ctive as of the first day of
each Plan Year,

[1(3) Annu ally. Annually effective as
of t he first day of each Plan
Year ,

and (if any of the above options are

selected) a t such other date(s) as the

Administrat or may from time to time

authorize.

10. CHANGE IN CONTROL DEFINITION
Subparagraph 4.3(b)

Change in Control For purpose s of subparagraph 4.3(b), the
term Change in Control shall have the
following m eaning:

[X](1) The same meaning as that or a
simi lar term has in the following
plan or program adopted by the
Empl oyer to protect executives in
the event of a major corporate
tran saction:

Asp rovided in the Plan Sponsor's
1994 Incentive Stock Plan, as
amen ded from time to time.

[1(2) The meaning set forth in clause
(i) of subparagraph 4.3(b). -

14



[1(3) The meaning set forth in clause (ii) of pabagraph 4.3(b) with the following modifications:

[1(4) The meaning set forth on the attached Apipeto this Adoption Agreement which shall be inporated by reference and made a pe
the terms of the Plan.

IN WITNESS WHEREOF, each Employer, by its duly authed representatives, has executed this instruthen28th day of February,
2001.

C&F Financial Corporation

[Enter Name of Employer]

By /s/ Tom Cherry

[ SEAL]

ATTEST:
/sl Larry G Dillon

Citizens and Farmers Bank

[Enter Name of Employer]

By /s/ Tom Cherry

[ SEAL]

ATTEST:
/sl Larry G Dillon

C&F Mortgage Corporation

[Enter Name of Employer]

By /s/ Larry GDillon

[ SEAL]

ATTEST:
/sl Tom Cherry

15



ATTACHMENT TO
THE ADOPTION AGREEMENT FOR
VBA EXECUTIVES DEFERRED COMPENSATION PLAN
FOR C&F FINANCIAL CORPORATION
(As Restated Effective January 1, 2001)

Pursuant to authorization of the Board of Directafr€&F Financial Corporation, the following additis are made to the Adoption
Agreement for the VBA Executive's Deferred CompéinsaPlan for C&F Financial Corporation, as restagéfective January 1, 2001 in the
form of the Virginia Bankers Association Model NQusalified Deferred Compensation Plan for Executiaed as amended from time to time
(the "Plan"):

1. Types of Employer Contributions. The Employelymake Employer Matching Contributions and two &/pé Employer Non-Elective
Contributions -
(1) "Excess Profit Sharing" Employer Non-Electiverributions and (2) "SERP" Employer Non-Electiven@ibutions.

2. Designation as a Participant Eligible for Em@oZontributions.
Eligibility of an Employee for participation in argr all of the Employer Contributions requires desition by the Board (or a committee
thereof).

(a) Participants who may be entitled to an Empldytatching Contribution are sometimes referred tdlasching Participants for this
purpose.

(b) Participants who may be entitled to a "ExcesdifSharing" Employer Non-Elective Contributioreassometimes referred to as Excess
Profit Sharing Participants for this purpose.

(c) Participants who may be entitled to a SERP Byegal Non-Elective Contribution are sometimes refério as SERP Participants for this
purpose.

3. Excess Profit Sharing Employer Non-Elective Cibations. Effective as of and from January 1, 2Q0tless otherwise provided by the
Board, an "Excess Profit Sharing" Employer Non-ElecContribution shall be made on behalf of a legrant who has Compensation (as
defined in the 401(k) Plan) in excess of the Comsptian Limit and who meets the accrual requirementeceive an allocation of the profit
sharing contribution under the 401(k) Plan in armant equal to the product obtained by multiplyiay the 401(k) Plan profit sharing
contribution rate (i.e., the actual profit shargantribution to the 401(k) Plan expressed as agmage of the covered compensation of
401(k) Plan participants entitled to a share ofgadit sharing contribution) by (b) the SERP Rapéant's Compensation in excess of the
Compensation Limit

4. SERP Employer Non-Elective Contributions. Effeetas of and from January 1, 2000, unless otherptisvided by the Board, a "SERP"
Employer Non-Elective Contribution shall be madebehalf of a Participant who is a SERP Participarstich amount, if any, as determined
by the Board.

5. Employer Accounts. The Employer Deferral Accosimill be subdivided into three subaccounts:
(a) The Employer Deferral Account Matching subaetda which shall be allocated Employer Matchingn€ibutions.

(b) The Employer Deferral Account Profit Sharindpaacount to which shall be allocated Excess P8&tfiaring Employer Non-Elective
Contributions.
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(c) The Employer Deferral Account SERP subacconmthich shall be allocated SERP Employer Non-Blec@ontributions.

6. Vesting in Employer Deferral Account SERP sulbacd. A Participant's Employer Deferral Account $ESubaccount shall be fully vest
upon the first to occur of the following while lean Employee:

(a) His death.

(b) His total disability (based on the standardlizggple under the Employer's long term disabilitpgram or, if none or if he is not a
participant in that program, based on his entitlehte@ Social Security disability).

(c) His retirement at or after age 65.

(d) His early retirement with consent of the Boaxgressly providing for such vesting.

(e) A Change in Control.

IN WITNESS WHEREOF, C&F Financial Corporation, hs Plan Sponsor, has caused its name to be sigiieid Attachment by its duly
authorized officer as of the date noted below.

Dated: 2-28-01 C&F Financial Corporation, Plan Sgmon

By: /sl Tom Cherry

By execution hereof by the duly authorized Repregtere, the Virginia Bankers Association herebyegtdhe above Attachment.

Dated: Trustee's Representative
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OUR MISSION

It is the mission of the directors, officers, amaffsto maximize the long-term wealth of the shalders of C&F Financial Corporation
through Citizens and Farmers Bank and its othesididries.

We believe we provide a superior value when werzadong-term and short-term objectives to achkmth a competitive return on
investment and a consistent increase in the magteé of the Corporation's stock.

This must be achieved while maintaining adequatadity and safety standards for the protectioalbbf the Corporation's interested parties,
especially its depositors and shareholders.

This mission will be accomplished by providing @ustomers with distinctive service and quality fioel products which are responsive to
their needs, fairly priced, and delivered promptiy efficiently with the highest degree of accurang professionalism.

OUR VALUES

We believe that excellence is the standard fowalto, achieved by encouraging and nourishing:e@dor others; honest, open
communication; individual development and satistata sense of ownership and responsibility fer@orporation's success; participation,
cooperation, and teamwork; creativity, innovatiang initiative; prudent risk-taking; and recognitiand rewards for achievement.

We believe that we must conduct ourselves moraity ethically at all times and in all relationships.
We believe that we have an obligation to the welhb of all the communities we serve.

We believe that our officers and staff are our nitogtortant assets, making the critical differentédow the Corporation performs and,
through their work and effort, separate us frontathpetitors



2001 FINANCIAL HIGHLIGHTS

C&F Financial Corporation (the "Corporation") i®ae-bank holding company with administrative offi¢e West Point, Virginia. Its wholly-
owned subsidiary, Citizens and Farmers Bank, offeadity banking services to individuals, professils, and small businesses through ten
branch offices serving the surrounding towns anthties. Citizens & Commerce Bank, which operates diwision of Citizens and Farmers
Bank, offers quality banking services in the Ricimsionarket and has two branch offices. Citizenskarthers Bank has four wholly-owned
subsidiaries. C&F Mortgage Corporation originated aells residential mortgages. These mortgagécssrare provided through seven
offices in Virginia and three offices in MarylarBrokerage services are offered through C&F Invenstr&ervices, Inc. C&F Title Agency,
Inc., offers title insurance services. Insurangeises are offered through C&F Insurance Servitas, Trust services are provided in
association with The Trust Company of Virginia.

Return on Average Equity Ret urn on Average Assets
[GRAPH] [GRAPH]
16.08% 17.81% 19.22% 15.99% 18.93% 1.90% 2.03% 2.19% 1.76% 2.09%
1997 1998 1999 2000 2001 1997 1998 1999 2000 2001
Net Income Earnings Per Share

dollars in thousands
[GRAPH] [GRAPH]

$4,937 $6,134 $6,756 $5,836 $7,989 $1.25 $1.56 $1.81 $1.60 $2.23

1997 1998 1999 2000 2001 1997 1998 1999 2000 2001
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LETTER FROM THE PRESIDENT

[PHOTO]

Larry G. Dillon
Chairman, President and
Chief Executive Officer

Dear Fellow Shareholders

On behalf of the Board of Directors, | am pleasegresent the Annual Report of C&F Financial Cogpion for the year 2001, another year
in which we achieved record growth and earningaalé a year where unmatched drops in interest staggated the earnings at Citizens and
Farmers Bank, yet precipitated record productiath @arnings at C&F Mortgage Corporation. It was ase@ar in which our country
experienced unbelievable acts of terrorism, whictuin played havoc on our economy. These actggbtdaack both patriotic and spiritual
values and served to unite us as a country. Tleeddareaking results of our company are pale coetbty what has happened to us as a
country. The year 2001 will be one none of us e#fer forget.

Net income in 2001 totaled just under $7.2 milljlercluding the $776,000 af-tax gain on the sale of the Tappahannock Offidddahern
Neck State Bank, which occurred in the 4th quartgy)24% from $5.8 million earned in 2000. Thisuteedd in a return on average asset
1.89% and a return on average equity of 17.09%rarp 1.76% and 15.99%, respectively, in 2000. Gunings also compare favorably with
those of our peers who, as of September 2001, shawerage annualized returns on average assei83%bland average equity of 11.15%.
Earnings per share jumped from $1.60 to $2.01.

Earnings for the Corporation are up primarily do¢hte superb results of C&F Mortgage Corporatioou Yill note as you review this report
that the unprecedented eleven drops of the fetlandk rate drastically affected the Bank's intespséad, which dropped by 34 basis points
during the year. This drop negated the Bank's agseith for the year and, as mentioned above, wiagapily responsible for the flat earnin
of the Bank. Also impacting the Bank was the insee overhead costs associated with opening twobmanches and the new technology
implemented over the last eighteen months.

The significant drop in interest rates, on the otiend, tremendously helped the Mortgage Corparatidith interest rates down, C&F
Mortgage saw its loan production more than doubteasing from $294 million in 2000 to $627 mitliacn 2001, which resulted in more tt
a 400% growth in earnings. Also affecting earnimy2001 was the growth in revenues and earningmthf C&F Title Agency, Inc. and C&F
Investment Services, Inc., both of which saw tie@imings more than double. The sale of the TappaltarOffice resulted in a one-time
$776,000 after-tax gain. This sale to Northern N8tzke Bank was the result of an unsolicited dff@n them that made economic sense to
us; in addition, Tappahannock is far removed framrest of our branch network.

We saw many exciting changes for the Corporatia?0dl. The most notable was the opening of our 2&8@00 sq. ft. facility in Midlothian,
which is now the headquarters for C&F Mortgage

2 C & F Financial Corporatio
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The unique lobby design provides a warm atmosptoeneelcome customers into the Citizens & CommeraakBoranch on Alverser Drive in
Midlothian.

Corporation and Citizens & Commerce Bank, a divisib Citizens and Farmers Bank. This facility, ltachin a new commercial developm
appropriately named the "C&F Center," offers thertdage Corporation greatly expanded facilities strategically located site and allows us
room for future expansion.

The bank portion of this facility offers Citizens@mmerce Bank not only a new and strategicallyoirtgmt location, but has been designed
and built as one of the most unique banking lobiriéke country. In addition to the typical officesller line and new account desks, it offers
the customers two large television screens to wedchinuously running news and two Internet workstes to be able to "surf the net." In
addition, there is a coffee bar, from which the preiceeds of coffee sales will be given to varilmesl charities. These combined amenities
provide for an inviting setting to the customer,iethis what we want. This philosophy is very diffiat from some of our larger competitors
who are doing all they can to keep the custometrefitheir branches.

Also located within this facility are the headqeastof C&F Title Agency, Inc. and an office of Cdfivestment Services, Inc. We can now
offer all of our customers and potential custoniethe Midlothian market full banking services, beoage services and mortgage banking
services. It truly is a financial "center."

In December of 2001, we also opened our twelfttklmanoffice, in Sandston. This freestanding offaféers all of the same inviting amenities
as our Midlothian office. Given the overwhelmindwme of new accounts being opened, this office imegome one of our busiest locations.

We saw many exciting changes for the Corporatia20dl. The most notable was the opening of our 2&8@00 sq. ft. facility in Midlothian,
which is now the headquarters for C&F Mortgage @oaion and Citizens & Commerce Bank, a divisiorCidfzens and Farmers Bank.
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Employees and customers enjoy the spacious coffeddbevision and Internet area at the CitizenS@nmerce Bank branch on Alverser
Drive.

In January of 2001, we began offering our custortfieraged” monthly statements. This service allows$aioffer our customers condensed
images of their cleared checks in a manner thatvalthem to better organize their home record kegpi

[75 YRS. LOGO]

We make every effort to provide our customers whih best products and services possible, theref@enust constantly be improving our
training and technology. The year 2001 was no dimepas we made several enhancements to botlecindlogy and offerings. Unseen to
the customer, and possibly most important to oeedf delivery, was a replacement of our mainfraomaputer system during 2001. Not
only will this change increase our computing spaed capacity, it will also keep us at the forefrohtomputing hardware.

In January of 2001, we began offering our custortiaraged" monthly statements. This service allowsaioffer our customers condensed
images of their cleared checks in a manner thaivalthem to better organize their home record kepgihis system also offers two other
important services. First, it allows our internesearch, either for our own purposes or that ottlstomer, to be almost instantaneous.
Secondly, after initiating our Internet bankingwsee in the spring of 2001, our customers now haeeability to see the image of any cleared
check online.

Not only do our Internet banking customers haveathiity to "see" their cleared items, they are redve to perform just about any bank
transaction online in the privacy of their own henamd at their own convenience. With our systemdbieal time,” no matter whether the
customer is performing the transaction or inquiithim the branch, on our telephone banking systamoyer the Internet, the customer will
always receive the same information.

The Board of Directors was sad to receive the re@signation of P. Loy Harrell from the Board afigens and Farmers Bank, where he
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had served as a Board member since 1966. The &uiénal will sorely miss Mr. Harrell's experiencepth of knowledge and guidance.

During 2001, the Board appointed Audrey D. Holntethe Board of Citizens and Farmers Bank. Ms. Helisa local attorney in the
Sandston market and not only provides knowledgeatfmarket but also of the Charles City Countykaawhere she has been a lifelong
resident. Her knowledge of and respect in both etarlis well as her expertise will be a great betethe Board.

At its meeting in January 2002, the Board appoiedy R. Chernack, who has served as a membéeddoard of Directors of Citizens and
Farmers Bank since 2000, to the Board of C&F Firsr@orporation. Mr. Chernack, a past managingnearof PriceWaterhouseCoopers
LLP, will bring considerable accounting and busgksowledge to both the Board and its Audit Comemitt

The directors, officers, and staff of C&F Finand@arporation are committed to supporting the comitiresin which we are located and
demonstrate that support in many fashions. Mosuofstaff are very active in various civic groupen giving many hours of their personal
time. These activities range from overseeing variaalk-a-thons," to coaching at the local highahto serving on local community
boards. We are very appreciative of the communitieserve and try to give back in ways that keejpwuslved in these communities.

Our philosophy at C&F is that in order for us tosuecessful on a long-term basis, which is our anngoal, we have to look out for the
interests of three constituencies: our staff, whavige the backbone of what we do; the communitieserve, who provide our customers
without which we would not exist; and our stockresk] who provide us the financial support. To look for one above the others would lead
to failure. The interests of all have to be welveel. We look out for our staff members by tryingassure fair compensation and benefits
packages to provide for them and their families;pnevide them with growth and educational oppotigsj and, we are constantly
challenging them with the changes both within thgaaization as well as the industry. We care farammmunities by providing the best in
products and services we possibly can and we gk both personally and financially in as many waypossible. And finally, we look out
for you, our stockholders, by striving to providhe test returns possible. We are ever cognizahtdhamain a viable long-term organization
we must provide you with a solid return on youréstment. We are not perfect, however we do stav@érfection in all we do.

Our thanks and appreciation go out to all of ourstibuencies for helping to make this organizatidrat it is - a truly fine financial services
corporation. We thank you for your support andfask/our continued patronage as we celebrate otlr y&ar of providing financial services.

/sl Larry G Dillon

Larry G Dillon
Chai rman, President and Chi ef Executive Oficer

[PHOTO]

Kitty Buckner-Branch Manager and Alice Robbins-Asant Branch Manager discuss new customer opptigsimit our Citizens and Farmers
Bank branch in Sandston.
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DIRECTORS AND ADVISORS
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Citizens and Farmers Bank (back left to right)-y@r E. McKernon, Reginald H.

Nelson 1V, Paul C. Robinson, J. P. Causey Jr., $athédudson 111, Joshua t

Lawson, and Thomas B. Whitmore Jr. (front leftigght) Barry R. Chernack, Larry G. Dillon, Audrey Biolmes, and William E. O'Connell
Jr.

C&F Financial Corporation/Citizens and Farmers Bank

J. P. Causey Jr.*+

Senior Vice President, Secretary &
General Counsel

Chesapeake Corporation

Barry R. Chernack*+
Retired Partner
PriceWaterhouseCoopers LLP

Larry G. Dillon *+
Chairman, President & CEO
C&F Financial Corporation
Citizens and Farmers Bank

P. L. Harrell+
President
Old Dominion Grain, Inc.

Audrey D. Holmes+
Attorney-at-Law
Audrey D. Holmes, Attorney-at-Law

James H. Hudson IlI*+
Attorney-at-Law
Hudson & Bondurant, P.C.

Joshua H. Lawson*+
President
Thrift Insurance Corporation

Bryan E. McKernon+
President & CEO
C&F Mortgage Corporation

Reginald H. Nelson IV+
Retired Partner
Colonial Acres Farm

William E. O'Connell Jr.*+
Chessie Professor of Business
The College of William and Mary

Paul C. Robinson*+
Owner & President
Francisco, Robinson & Associates, Realtors

Thomas B. Whitmore Jr.+
Retired President
Whitmore Chevrolet, Oldsmobile, Pontiac Co., Inc.

Citizens & Commerce Bank



Frank Bell 11l
President
Citizens & Commerce Bank

Jeffery W. Jones
Chairman & Chief Executive Officer
WFofR, Incorporated

S. Craig Lane
President
Lane & Hamner, P.C.

William E. O'Connell Jr.
Chairman of the Board

Chessie Professor of Business
The College of William and Mary

Meade A. Spotts
President
Spotts, Fain, Chappell & Anderson, P.C.

Scott E. Strickler
Treasurer
Robins Insurance Agency, Inc.

Katherine K. Wagner
Senior Vice President
Commercial Lending
Citizens & Commerce Bank

C&F Mortgage Corporation

J. P. Causey Jr.

Senior Vice President, Secretary &
General Counsel

Chesapeake Corporation

Larry G. Dillon
Chairman of the Board

James H. Hudson Il
Attorney-at-Law
Hudson & Bondurant, P.C.

Bryan E. McKernon
President & CEO
C&F Mortgage Corporation

William E. O'Connell Jr.
Chessie Professor of Business
The College of William and Mary

Paul C. Robinson
Owner & President
Francisco, Robinson & Associates, Realtors

C&F Investment Services, Inc.

Larry G. Dillon
President

Eric F. Nost
Vice Presiden



Thomas F. Cherry
Treasurer

Gari B. Sullivan
Secretary

* C&F Financial Corporation Board Member
+ Citizens and Farmers Bank Board Member

Citizens & Commerce Bank Board (back left to righ§cott E. Strickler, S. Craig Lane, Katherine\agner, Frank Bell 1ll, and William E.
O'Connell Jr. (front left to right) Jeffery W.

Jones and Meade A. Spotts
[PHOTO]
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Independent Public Accountants

Yount, Hyde & Barbour, P.C.
Winchester, VA

Corporate Counsel

Hudson & Bondurant, P.C.
West Point, VA

Varina Advisory Board

Robert A. Canfield
Attorney-at-Law
Canfield, Shapiro, Baer, Heller & Johnston

Robert F. Nelson Jr.
Professional Engineer
Engineering Design Associates

Phil T. Rutledge Jr.
Retired Deputy County Manager
County of Henrico

Sandra W. Seelmann
Real Estate Broker/Owner
Varina & Seelmann Realty

Citizens and Farmers Bank

ADMINISTRATIVE OFFICE
802 Main Street

West Point, Virginia 23181
(804) 843-2360

Larry G. Dillon *
Chairman, President & CEO

Maria E. Campbell
Senior Vice President, Retail

Thomas F. Cherry *
Senior Vice President & CFO

Gari B. Sullivan *
Senior Vice President & Secretary

Leslie A. Campbell
Vice President, Loan Operations

Sandra S. Fryer
Vice President, Operations

William B. Littreal
Vice President, Information Systems

Deborah R. Nichols
Vice President, Quality Contr

OFFICERS AND LOCATIONS
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Laura H. Shreaves
Vice President & Director of Human Resources

* Officers of C&F Financial Corporation

WEST POINT -- MAIN OFFICE
Thomas W. Stephenson Jr.
Branch Manager

802 Main Street

West Point, Virginia 23181
(804) 843-2360

JAMESTOWN ROAD

Alec J. Nuttall

Assistant Vice President

& Branch Manager

1167 Jamestown Road
Williamsburg, Virginia 23185
(757) 220-3293

LONGHILL ROAD

Sandra C. St. Clair
Assistant Vice President

& Branch Manager

4780 Longhill Road
Williamsburg, Virginia 23188
(757) 565-0593

MIDDLESEX

N. Susan Gordo
Assistant Vice President
& Branch Manager
Route 33 at Route 641
Saluda, Virginia 23149
(804) 758-3641

NORGE

Robert J. Unangst
Branch Manager
7534 Richmond Road
Norge, Virginia 2312°
(757) 564-8114

PROVIDENCE FORGE

James D. W. King

Vice President & Branch Manager
3501 N. Courthouse Road
Providence Forge, Virginia 23140
(804) 966-2264

QUINTON

Mary T. "Joy" Whitley
Assistant Vice President
& Branch Manager

2580 New Kent Highway
Quinton, Virginia 23141
(804) 932-4383

SANDSTON

Katherine P. Buckner
Assistant Vice President

& Branch Manager

100 East Williamsburg Road
Sandston, Virginia 23150
(804) 73-7005



VARINA

Susan M. Terry

Branch Manager

Route 5 at Strath Road
Richmond, Virginia 23231
(804) 795-7000

Tracy E. Pendleton
Vice President & Area Credit Manager
(804) 795-7706

WEST POINT -- 14TH STREET

Karen T. Richardson

Assistant Vice President & Branch Manager 415 Femnth Street
West Point, Virginia 23181

(804) 843-2708

CONSTRUCTION LENDING OFFICE

Terrence C. Gates

Vice President, Real Estate Construction C&F Center
1400 Alverser Drive

Midlothian, Virginia 23113

(804) 858-8351

Citizens & Commerce Bank

ADMINISTRATIVE OFFICE
C&F Center

1400 Alverser Drive
Midlothian, Virginia 23113
(804) 378-0332

Frank Bell 111
President

Katherine K. Wagner
Senior Vice President
Commercial Lending

MIDLOTHIAN

Sandra R. Gee

Branch Manager

C&F Center

1400 Alverser Drive
Midlothian, Virginia 23113
(804) 378-0332

RICHMOND

Michele Hottle

Branch Manager

8001 West Broad Street
Richmond, Virginia 23294
(804) 290-0402
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C&F Mortgage Corporation

ADMINISTRATIVE OFFICE
1400 Alverser Drive
Midlothian, VA 23113

(804) 858-8300

Bryan E. McKernon
President & Chief Executive Officer

Mark A. Fox
Executive Vice President &
Chief Financial Officer

Donna G. Jarratt
Senior Vice President & Project Manager

Kevin A. McCann
Vice President & Controller

Tracy L. Bishop
Vice President & Human Resources Manager

M. Kathy Burley
Vice President & Closing Manager

James A. Ryan, Il
Vice President & Underwriting Manager

RICHMOND, VIRGINIA
1400 Alverser Drive
Midlothian, VA 23113
(804) 858-8300

Donald R. Jordan
Vice President & Branch Manager

Daniel J. Murphy
Vice President & Production Manager

Susan P. Burkett
Vice President & Operations Manager

RICHMOND, VIRGINIA

7231 Forest Avenue, Suite 202
Richmond, Virginia 23226
(804) 673-3453

Page C. Yonce
Vice President & Branch Manager

Constance Bachman-Hamilton
Vice President & Production Manager

CHESTER, VIRGINIA
4517 West Hundred Road
Chester, Virginia 23831
(804) 74¢{-2900

OFFICERS AND LOCATIONS

[GRAPHIC]



Stephen L. Fuller
Vice President & Branch Manager

CHARLOTTESVILLE, VIRGINIA
1420 Greenbrier Place
Charlottesville, Virginia 22901
(434) 974-1450

William E. Hamrick
Vice President & Branch Manager

Philip N. Mahone
Vice President & Branch Manager

NEWPORT NEWS, VIRGINIA

703 Thimble Shoals Boulevard, Suite C4
Newport News, Virginia 2360

(757) 873-8200

Linda H. Gaskins
Vice President & Branch Manager

WILLIAMSBURG, VIRGINIA
1167-A Jamestown Road
Williamsburg, Virginia 23185
(757) 259-1200

Irving E. "Ed" Jenkins
Vice President & Branch Manager

LYNCHBURG, VIRGINIA
17835 Forest Road, Suite B
Forest, Virginia 24551

(434) 385-0700

J. Garnett Atkins
Vice President & Branch Manager

CROFTON, MARYLAND

2191 Defense Highway, Suite 200
Crofton, Maryland 21114

(410) 721-6770

Michael J. Mazzola
Senior Vice President & Maryland Area
Manager

ANNAPOLIS, MARYLAND
20 Ridgely Avenue, Suite 302
Annapolis, Maryland 21401
(410) 263-9229

William J. Regan
Vice President & Branch Manager

ELLICOTT CITY, MARYLAND
5052 Dorsey Hall Drive

Suite 202

Ellicott City , MD 21042

(410) 964-9223

Scott B. Segrist
Branch Manage



Robert G. Menton
Branch Manager

APPRAISAL SERVICES
1400 Alverser Drive
Midlothian, VA 23113
(804) 858-8300

H. Daniel Salomonsky
Vice President & Appraisal Manager

C&F Title Agency, Inc.
1400 Alverser Drive
Midlothian, VA 23113
(804) 858-8399

Eileen A. Cherry
Vice President & Title Insurance Underwriter

C&F Investment Services, Inc.
Eric F. Nost

Vice President & Manager
417 Fourteenth Street

West Point, Virginia 23181
(804) 843-4584

(800) 583-3863

Douglas L. Hartz
Assistant Vice President
1400 Alverser Drive
Midlothian, Virginia 23113
(804) 378-7296

(888) 435-2033

Douglas L. Cash, Jr.

Branch Manager

1167 Jamestown Road
Williamsburg, Virginia 23185
(757) 229-5629
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[C&F LOGO]

[LOGO]CFFI

NASDAQ
LISTED

Stock Listing
Current market quotations for the common stock &FEinancial Corporation are available under thesgl CFFI.

Stock Transfer Agent
American Stock Transfer & Trust Company servesasster agent for the Corporation. You may writenthat 40 Wall Street, New York, M
10005, or telephone them toll-free at 1-800-937%44

Investor Relations & Financial Statements A copyofm 10-K and quarterly reports on FormQQas filed with the Securities and Excha
Commission, are available without charge to stotddrs upon written request. Requests for this lbeiotinancial information about C&F
Financial Corporation should be directed to:

Thomas Cherry

Senior Vice President and Chief Financial Offic&FCFinancial Corporation
P.O. Box 391

West Point, VA 2318:



[C&F LOGO]
C&F Financial Corporation 802 Main Street o PO B&1 West Point, Virginia 23181 (804) 843-2360
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Exhibit 23.1
CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8 (N8-&3699, N0.333-67535, No. 333-
89551, No. 333-89505, and No. 333-35996) and Fo3n(I$o. 333-60877 and No. 333-30497) and in thateel Prospectuses, of our report,
dated January 15, 2002, relating to the consoliffit@ncial statements of C&F Financial Corporatiomd Subsidiary, included in the 2001
Annual Report of Shareholders and incorporatecefigrence in the Annual Report on Form 10-K forythar ended December 31, 2001.

/'s/ Yount, Hyde & Barbour, P.C.

Wnchester, Virginia
March 14, 2002



UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

SCHEDULE 14A INFORMATION
Proxy Statement Pursuant to Section 14(a) of theirgees Exchange Act of 1934 (Amendment No. )
Filed by the Registrant [X]
Filed by a Party other than the Registrant [_]
Check the appropriate box:
[_] Preliminary Proxy Statement

[ ] CONFIDENTIAL, FOR USE OF THE
COMMISSION ONLY (AS PERMITTED BY
RULE 14A-6(E)(2))

[X] Definitive Proxy Statement
[_] Definitive Additional Materials
[] Soliciting Material Pursuant to (S) 240.14a-d)14r (S) 240.14a-12

C & F FINANCIAL CORPORRATION

(Name of Registrant as Specified In Its Charter)

(Name of Person(s) Filing Proxy Statement, if otthen the Registrant)
Payment of Filing Fee (Check the appropriate box):
[X] No fee required.
[_] Fee computed on table below per Exchange At¢RRi4a-6(i)(4) and 0-11.

(1) Title of each class of securities to which saction applies:

(2) Aggregate number of securities to which tratisaapplies:

(3) Per unit price or other underlying value ofisaction computed pursuant to Exchange Act Rulg (54t forth the amount on which the
filing fee is calculated and state how it was deiaed):

(4) Proposed maximum aggregate value of transaction

(5) Total fee paid:




[ ] Fee paid previously with preliminary materials.

[ ] Check box if any part of the fee is offset asyided by Exchange Act Rule 0-11(a)(2) and iderttife filing for which the offsetting fee
was paid previously. Identify the previous filing kegistration statement number, or the Form oefate and the date of its filing.

(1) Amount Previously Paid:

(2) Form, Schedule or Registration Statement No.:

(3) Filing Party:

(4) Date Filed:

Notes:

Reg. (S) 240.14a-101.
SEC 1913 (3-99)



[LOGO]
C&F Financial Corporation Eighth and Main Street® PBox 391 West Point, Virginia 23181
Dear Fellow Shareholders:

You are cordially invited to attend the 2002 Annikdeting of Shareholders of C&F Financial Corpanatithe holding company for Citizens
and Farmers Bank. The meeting will be held on TagsApril 16, 2002, at 3:30 p.m. at the Father g¢an Boogaard Center, 3510 King
William Avenue, West Point, Virginia. The accomparg/Notice and Proxy Statement describe the matibeloe presented at the meeting.
Enclosed is our Annual Report to Shareholderswiilbbe reviewed at the Annual Meeting.

Please complete, sign, date, and return the emtfusay card as soon as possible. Whether or nowlh be able to attend the Annual
Meeting, it is important that your shares be repmésd and your vote recorded. If you decide tandttbe Annual Meeting in person, you can
revoke your proxy at any time before it is votedhat Annual Meeting.

We appreciate your continuing loyalty and supp6€&F Financial Corporation.
Sincerely,

/sl Larry G Dillon

Larry G Dillon
Presi dent & Chief Executive Oficer

West Point, Virginia
March 15, 2002



C&F FINANCIAL CORPORATION
Eighth and Main Streets
P.O. Box 391
West Point, Virginia 23181

NOTICE OF 2002 ANNUAL MEETING OF SHAREHOLDERS

TO BE HELD APRIL 16, 2002

The 2002 Annual Meeting of Shareholders of C&F Raial Corporation (the "Company") will be held hétFather van den Boogaard Cer
3510 King William Avenue, West Point, Virginia, duesday, April 16, 2002, at 3:30 p.m. for the faling purposes:

1. To elect three Class Il directors to the Boafr@®irectors of the Company to serve until the 2@8@mual Meeting of Shareholders, as
described in the Proxy Statement accompanyingntitise.

2. To ratify the Board of Directors' appointmentyafunt, Hyde & Barbour, P.C., as the Company's fieshelent public accountants for 2002.
3. To transact such other business as may propenhe before the meeting or any adjournment thereof.

Shareholders of record at the close of busines®bnuary 26, 2002, are entitled to notice of andate at the Annual Meeting or any
adjournment thereof.

By Order of the Board of Directors,

/sl Gari B. Sullivan

Gari B. Sullivan
Secretary

March 15, 2002

IMPORTANT NOTICE

Please complete, sign, date, and return the emtfusay card in the accompanying postage paid epecto that your shares will be
represented at the meeting. Shareholders attetitingeeting may personally vote on all matters éihatconsidered, in which event their
signed proxies are revoke



C&F FINANCIAL CORPORATION
Eighth and Main Streets
P.O. Box 391
West Point, Virginia 23181

PROXY STATEMENT
2002 ANNUAL MEETING OF SHAREHOLDERS
April 16, 2002

GENERAL

The following information is furnished in connectiwith the solicitation by and on behalf of the Bibaf Directors of the enclosed proxy to
be used at the 2002 Annual Meeting of the Sharehslfthe "Annual Meeting") of C&F Financial Corptioa (the "Company") to be held
Tuesday, April 16, 2002, at 3:30 p.m. at the Fattaer den Boogaard Center, 3510 King William Aven¥est Point, Virginia. The
approximate mailing date of this Proxy Statemeitt accompanying proxy is March 15, 2002.

Revocation and Voting of Proxies

Execution of a proxy will not affect a shareholdeight to attend the Annual Meeting and to votpénson. Any shareholder who has
executed and returned a proxy may revoke it byhditgy the Annual Meeting and requesting to votpdrson. A shareholder may also revoke
his proxy at any time before it is exercised binfjla written notice with the Company or by subimifta proxy bearing a later date. Proxies
will extend to, and will be voted at, any propealjjourned session of the Annual Meeting. If a shalder specifies how the proxy is to be
voted with respect to any proposals for which ai@h provided, the proxy will be voted in accarda with such specifications. If a
shareholder fails to specify with respect to suakppsals, the proxy will be voted FOR proposalang 2, as set forth in the accompanying
notice and further described herein.

Voting Rights of Shareholders

Only those shareholders of record at the closausiiness on February 26, 2002, are entitled to @ati@nd to vote at the Annual Meeting, or
any adjournments thereof. The number of sharesmfton stock of the Company outstanding and entiledte at the Annual Meeting is
3,529,726. The Company has no other class of stottanding. A majority of the votes entitled todaest, represented in person or by proxy,
will constitute a quorum for the transaction of iness. Each share of Company common stock entittesecord holder thereof to one vote
upon each matter to be voted upon at the Annualiltee

With regard to the election of directors, votes rhaycast in favor or withheld. If a quorum is preséhe nominees receiving a plurality of the
votes cast at the Annual Meeting will be electaeatprs; therefore, votes withheld will have nceeff The ratification of Yount, Hyde &
Barbour, P.C. as the Company's independent pubdicumtants requires an affirmative vote of a majaf the shares cast on the matter.
Thus, although abstentions and broker non-votemréstheld by customers which may not be voted dainematters because the broker has
not received specific instructions from the custmshare counted for purposes of determining thegree or absence of a quorum for the
transaction of business, they are generally nohwalfor purposes of determining whether such pgwmal has been approved, and therefore
have no effect.



Solicitation of Proxies

The cost of solicitation of proxies will be borng the Company. Solicitations will be made only bg uise of the mail, except that officers
regular employees of the Company and Citizens anch&rs Bank (the "Bank") may make solicitationpiafxies by telephone, telegram,
special letter, or by special call, acting withoampensation other than their regular compensadtiacontemplated that brokerage houses
and other nominees, custodians, and fiduciaridsh&itequested to forward the proxy soliciting mialeo the beneficial owners of the stock
held of record by such persons, and the Companyeiihburse them for their charges and expens#sgsrconnection.

Security Ownership of Certain Beneficial Owners andManagement

The following table shows the share ownership dsediruary 26, 2002, of the shareholders knowneédbmpany to be the beneficial own
of more than 5% of the Company's common stockyplure $1.00 per share, which is the Company's wotiyng security outstanding.

Amount a nd Nature
Name and Address of Ben eficial Percent
of Beneficial Owner Owners hip/(1)/ of Class
SunTrust Banks, Inc. 244.8 28/(2)/ 6.9%

303 Peachtree Street, Suite 1500
Atlanta, Georgia 30308

/(1) For purposes of this table, beneficial own
accordance with the provisions of Rule 13d
Act of 1934 under which, in general, a per
beneficial owner of a security if he or sh
vote or direct the voting of the security
direct the disposition of the security, or
to acquire beneficial ownership of the sec

/(2)/ Based on Amendment No. 3 to a Schedule 13G
and Exchange Commission on February 14, 20

and certain of its subsidiaries. According
SunTrust Banks, Inc. and these subsidiarie
respect to 244,828 of theses shares, sole
to 38,680 of these shares and shared inves

206,148 of these shares. The 244,828 share

subsidiaries of SunTrust Banks, Inc. in va
capacities. SunTrust Banks, Inc. and such
beneficial interest in any of the shares r

The following table shows as of February

ership has been determined in
-3 of the Securities Exchange
son is deemed to be the

e has or shares the power to
or the power to dispose of or
if he or she has the right

urity within sixty days.

filed with the Securities

02 by SunTrust Banks, Inc.

to this Amendment No. 3,

s have sole voting power with
investment power with respect
tment power with respect to

s are held by one or more
rious fiduciary and agency
subsidiaries disclaim any
eported.

26, 2002, the beneficial

ownership of the Company's common stock for eadctir, director nominee, certain executive officend for all directors, director
nominees, and executive officers of the Comparg gioup.

Amount and Nature of
Name Beneficia | Ownership/(1)/ Percent of Class
J. P. Causey Jr. 3 6,938/(3)/ 1.0%
Barry R. Chernack 605 *
Larry G. Dillon 4 6,202/(2)/ 1.3%
James H. Hudson Il 5,590/(3)/ *
Joshua H. Lawson 3 0,922/(3)/ *
William E. O'Connell Jr. 5,750/(3)/ *
Paul C. Robinson 6,192/(3)/ *
Thomas F. Cherry 5,700/(2)/ *
Gari B. Sullivan 3,237/(2)/ *
All Directors, Nominees and Executive
Officers as a group (9 persons) 14 1,136 4.0%



*

Represents less than 1% of the total outsta
common stock.

nding shares of the Company's

/(1)/ For purposes of this table, beneficial owne rship has been determined in
accordance with the provisions of Rule 13d- 3 of the Securities Exchange
Act of 1934 under which, in general, a pers on is deemed to be the
beneficial owner of a security if he or she has or shares the power to
vote or direct the voting of the security o r the power to dispose of or
direct the disposition of the security, or if he or she has the right to
acquire beneficial ownership of the securit y within sixty days.

/(2)/ Includes 17,700 shares, 5,500 shares, and 1 ,500 shares for Mr. Dillon,

Mr. Cherry, and Mr. Sullivan, respectively,
presently exercisable options. A descriptio
forth below in greater detail in "Compensat

as to which they hold
n of such options is set
ion Committee Report on

Executive Compensation.”

/(3)/ Includes 3,750 shares that may be acquired
A description of the plan under which these
forth below in "Director Compensation."”

upon the exercise of options.
options were issued is set

PROPOSAL ONE
ELECTION OF DIRECTORS

The Company's Board is divided into three classes (I, Il, and IIl) of

directors. The term of office for Class Il direcgawill expire at the Annual Meeting. Three persaasmed below, each of whom currently
serves as a director of the Company, will be noteithéo serve as Class Il directors. If elected,@ass Il nominees will serve until the
2005 Annual Meeting of Shareholders. The personsedan the proxy will vote for the election of theminees named below unless
authority is withheld. The Company's Board belietred the nominees will be available and able tuesas directors, but if any of these
persons should not be available or able to selneeptoxies may exercise discretionary authoritydie for a substitute proposed by the
Company's Board.

Certain information concerning the nominees foctd® at the Annual Meeting as Class Il directisrset forth below, as well as certain
information about the other Class | and Il direstavho will continue in office until the 2003 an@@ Annual Meeting of Shareholders,
respectively.

Principal
Served Occupation During
Name (Age) Since/(1 ) Past Five Years

Class | Directors (Serving Until the

Larry G. Dillon (49) 1989 Chairman, President and
Chief Executive Officer of th e
Company and the Bank

James H. Hudson 11l (53) 1997 Attorney-at-Law

Hudson & Bondurant, P.C.

Class Il Directors (Serving Until the 2004 Annual Meeting)

Joshua H. Lawson (60) 1993 President, Thrift Insurance C orporation
Paul C. Robinson (44) 1994 President, Francisco, Robinso né&
Associates, Inc.
Class Il Directors (Nominees) (Serving Until the 2005 Annual Meeting)
J. P. Causey Jr. (58) 1984 Executive Vice President, Sec retary &
General Counsel of Chesapeake
Corporation 2001 to present;
Senior Vice President prior t 02001



Barry R. Chernack (54) 2000 Retired January 2000 to prese nt;
Managing Partner, Pricewaterh ouse-
Coopers, LLP, Southern Virgin ia Practice
prior to January 2000

William E. O'Connell Jr. (64) 1994 Chessie Professor of Business ,
The College of William and Ma ry

(1) Refers to the year in which the director wastfelected to the Board of Directors of the Bank.

The Board of Directors of the Bank consists ofgheen members of the Company's Board listed alasweell as, Audrey D. Holmes, Bryan
E. McKernon, Reginald H. Nelson IV, and Thomas Bhitviore Jr.

The Board of Directors is not aware of any famélationship between any director, executive offimeperson nominated by the Company to
become director; nor is the Board of Directors @@rany involvement in legal proceedings whichraegerial to an evaluation of the ability
or integrity of any director or person nominatedé&rome a director. Unless authority for the nomsnis withheld, the shares represented by
the enclosed proxy card, if executed and returwdbbe voted FOR the election of the nominees psgul by the Board of Directors.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" THE DIRECTORS NOMINATED TO SERVE AS CLASS I
DIRECTORS.

Board Committees and Attendance

During 2001, there were eight meetings of the Badiirectors of the Company. Each director attehdeleast 75% of all meetings of the
boards and committees on which he or she servesiBohard of Directors of the Company has a Capitah Eommittee and an Audit
Committee and the Board of Directors of the Bank &wa Executive Committee and a Compensation Coeenitthe Board of Directors of t
Company acts as the nominating committee for noesite be voted on for election as directors.

In its capacity as the nominating committee, thamBmf Directors will accept for consideration staslder's nominations for directors if
made in writing. In accordance with the Companylaws, such a shareholder nomination must inclbdenbminee's written consent to the
nomination, sufficient background information wittspect to the nominee, sufficient identificatidritee nominating shareholder and a
representation by shareholder of his or her inbentio appear at the Annual Meeting (in person opttmxy) to nominate the individual
specified in the notice. Nominations must be reegilsy the Company's Secretary at the Company'sipaihoffice in West Point, Virginia, r
later than February 13, 2003 in order to be comsitléor the next annual election of directors.

Members of the Bank's Executive Committee are Mes3ausey, Dillon, Hudson, and O'Connell. The EleelCommittee reviews various
matters and submits proposals or recommendatiotietBoard of Directors. The Executive Committed ore time during 2001.

Members of the Bank's Compensation Committee argsMeCausey, Chernack, Hudson, and Whitmore. ‘Bingp€nsation Committee
recommends the level of compensation of each oftitéhe Bank, the granting of stock options artteotemployee remuneration plans to the
Board of Directors. The Compensation Committee twettimes during 2001.

Members of the Company's Audit Committee are Megzasisey, Chernack, Lawson, O'Connell, and RobinBoea Audit Committee reviev
and approves various audit functions includingytber-end audit performed by the Company's indepgnuléblic accountants. The Audit
Committee met four times during 2001. See Repoth@fAudit Committee on page 10.
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Directors' Compensation

Each of the directors of the Company is also acttireof the Bank. Non-employee members of the Ba#ldirectors of the Bank receive an
annual retainer of $2,500, payable quarterly, withase meeting fee of $300 per day for CompanyaokBneetings and a fee of $100 for €
secondary meeting of the Company, Bank, or any cittews thereof held on the same day as a meetingtfich the base meeting fee is p:

In addition to cash compensation, non-employee neesndif the Board of Directors of the Bank partitipia the Non-Employee Directors'
Stock Compensation Plan. Under this plan, diredoesgranted the option to purchase the Compaaogisnon stock at a price equal to the
market value of the stock at the date of grantiddgtare exercisable twelve months after the diaggamt and expire ten years from the date
of grant. On May 1, 2001, all non-employee memloéthe Board of Directors of the Bank were grantgsD0 options with an exercise price
of $16.75 per share.

Interest of Management in Certain Transactions

As of December 31, 2001, the total maximum extarsif credit (including used and unused lines eflity to policy-making officers,
directors, and their associates amounted to $2,883pr 5.77%, of total year-end capital. The maximaggregate amount of such
indebtedness outstanding during 2001 was $1,174ck9B62%, of total year-end capital. These losese made in the ordinary course of the
Bank's business, on the same terms, includingasteates and collateral, as those prevailingeas#tme time for comparable transactions
others, and do not involve more than the normébkraf collectibility or present other unfavorabéafures. The Bank expects to have in the
future similar banking transactions with officed&ectors, and their associates.

Executive Compensation

Summary of Cash and Certain Other Compensatioresfdllowing table shows the cash compensation fmabdr. Dillon, President and Chi
Executive Officer of the Company, Thomas F. CheBsmnior Vice President and Chief Financial Offioethe Company, and Gari B.
Sullivan, Senior Vice President and Secretary ef@ompany, during 2001, 2000, and 1999. During 20806Dther executive officer of the
Company received compensation in excess of $100,000

SUMMARY COMPENSATION TABLE

Long-Term
Annual Compensation Compensation
All

Name and Other Annual Other
Principal Position Year Salary Bo nus/(1)/ Compensation/(2)/  Options/(3)/ Com pensation/(4)/
Larry G. Dillon 2001 $172,500 $6 0,000 - 3,500 $28,518

President/Chief 2000 167,500 5 0,000 - 3,500 27,533

Executive Officer 1999 152,500 5 0,000 - 3,500 22,736
Thomas F. Cherry 2001 104,000 2 5,000 - 2,500 22,725

Senior Vice 2000 100,000 2 0,000 - 2,500 21,773

President/CFO 1999 89,000 2 0,000 - 2,500 10,410
Gari B. Sullivan 2001 94,000 1 8,000 - 2,000 29,048

Senior Vice 2000 90,500 1 3,000 - 2,000 28,489

President/Secretary 1999 87,500 1 3,000 - 2,000 29,811



/(1)/ All bonuses were paid under the Management
/(2)/ The amount of compensation in the form of p

benefits properly categorized in this colum
rules adopted by the Securities and Exchang
the lesser of either $50,000, or 10% of the
bonus reported in each of the three years r
Cherry, and Mr. Sullivan, respectively.

/(3)/ Year 2001 options were granted at an exerci

year 2000 options were granted at an exerci
year 1999 options were granted at an exerci

/(4)/ $8,500, $7,680, and $8,000 were contributed

$5,773, and $5,210 were contributed for Mr.
and $4,975 were contributed for Mr. Sulliva
Profit-Sharing Plan for 2001, 2000, and 199
$6,218, and $6,736 were contributed for Mr.
and $19,861 were contributed for Mr. Sulliv
Split-Dollar Insurance Program for 2001, 20
$8,500, $8,000, and $8,000 were contributed
$6,000, and $5,200 were contributed for Mr.
and $4,975 were contributed for Mr. Sulliva
Plan for 2001, 2000, and 1999, respectively
contributed for Mr. Dillon and $10,400 and
the Company's Executive Deferred Compensati
respectively.

Stock Options and SAR. The following table
to Messrs. Dillon, Cherry, and Sullivan in

Incentive Bonus Plan.
erquisites or other personal

n according to the disclosure
e Commission did not exceed
total annual salary and
eported for Mr. Dillon, Mr.

se price of $19.05 per share;
se price of $15.75 per share;
se price of $17.00 per share.
for Mr. Dillon, $6,125,
Cherry, and $5,364, $4,980,
n under the Bank's

9, respectively. $6,218,

Dillon and $18,334, $18,334,
an under the Bank's

00, and 1999, respectively.
for Mr. Dillon, $6,200,
Cherry, and $5,350, $5,175,
n under the Bank's 401(k)

. $5,300 and $5,635 were
$10,000 for Mr. Cherry, under
on Plan for 2001 and 2000,

shows all grants of options
2001:

Option/SAR Grants in Last Fis cal Year
Potential Realizable Value
at Assum ed Annual Rates
of Stock Pr ice Appreciation
Indiv idual Grants for O ption Term
% of Tota |
Options Gra nted Exercise or
Options to Employee sin Base Price Expiration 5% 10%
Name Granted (#) (1) Fiscal Ye ar ($/Sh) Date (%) %)
Larry G. Dillon 3,500 6.23% $19.05 12/17/11 $41,93 2  $106,263
Thomas F. Cherry 2,500 4.45% 19.05 12/17/11 29,95 1 75,902
Gari B. Sullivan 2,000 3.56% 19.05 12/17/11 23,96 1 60,722

/(1)/ Vesting is as follows: 100% on December 1)&
Option/SAR Exercises and Holdings. The followingléashows stock options exercised by Messrs. Dilmerry, and Sullivan in 2001.
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Aggregated Option/SAR Exercises in Last Fiscal Yeest FY-End Options/SAR Values

Value of Unexercised

Number of Unexercised In-the-Money
Options at Options at
Shares December 31, 2001 (#) December 31, 2001(%$)
Acquired on Value Exercisable/ Exercisable/
Name Exercise (#) Realized ($) Unexercisable Unexercisable
Larry G. Dillon 2,000 $18,000 17,700/ $141,613/
10,500 28,700
Thomas F. Cherry - - 5,500/ 30,313/
7,500 20,500
Gari B. Sullivan 3,000 15,700 2,700/ 11,063/
6,000 16,400

Change in Control Agreements

The Company has entered into "change in contr@eagents” with Mr. Dillon and Mr. Cherry. The agresrhfor Mr. Dillon provides certain
payments and benefits in the event of a terminaifdris employment by the Company without "cause By Mr. Dillon for "good reason,"
during the period beginning on the occurrence 'whange in control” (as defined in the agreemehth® Company and ending sixty-one
days after the second anniversary of the changeritrol date. In such event, Mr. Dillon would beited (i) to receive in 12 consecutive
quarterly installments, or in a lump sum, two ané-half times the sum of his highest aggregate @rfrase salary during the 24 month
period preceding the change in control date anthilgisest aggregate annual bonus for the threel figzas preceding the change in control
date; (ii) for a period of three years followingrteénation, to receive continuing health insurarife,insurance, split-dollar insurance, and
similar benefits under the Company's welfare bémpddins and to have the three year period crediseservice towards completion of any
service requirement for retiree coverage undeCibiapany's welfare benefit plans; and (iii) if Mnllbn requests within one year after his
termination to have the Company acquire his resiedar its appraised fair market value.

The agreement for Mr. Cherry provides certain payimiand benefits in the event of a terminationisfémployment by the Company withq
"cause," or by Mr. Cherry for "good reason," durthg period beginning on the occurrence of a "changontrol" (as defined in the
agreement) of the Company and ending sotig-days after the first anniversary of the changmntrol date. In such event, Mr. Cherry wc
be entitled (i) to receive in four consecutive dedy installments, or in a lump sum, the sum af ighest aggregate annual base salary d
the 24 month period preceding the change in codaxt# and his highest aggregate annual bonusdahtke fiscal years preceding the che
in control date; and (ii) for a period of one yéatowing termination, to receive continuing heaitisurance, life insurance, and similar
benefits under the Company's welfare benefit ptartsto have the one year period credited as setoweards completion of any service
requirement for retiree coverage under the Compamgifare benefit plans.

During the term of the agreements following a cleaimgcontrol, Mr. Dillon or Mr. Cherry may volunthrterminate his employment and
become entitled to these payments and benefitsr wedigin circumstances. These circumstances iacludt are not limited to, a material
adverse change in his position, authority, or rasimlities, or a reduction in his rate of annuaté salary, benefits (including incentives,
bonuses, stock compensation, and retirement arfdnegilan coverage), or other perquisites as ieceffnmediately prior to the change in
control date.

Payments and benefits provided under the agreemdhtse reduced, if and to the extent necessarthat Mr. Dillon and Mr. Cherry will
not be subject to a federal excise tax on, andCtimapany will not be denied an income tax deduabioraccount of having made, excess
parachute payments.



Employee Benefit Plans

The Bank has a Non-Contributory Defined BenefitiRetent Plan (the "Retirement Plan") covering saiigally all employees who have
reached the age of 21 and have been fully emplforeat least one year. The Retirement Plan providetcipants with retirement benefits
related to salary and years of credited serviceplByees become vested after five plan years oicgrand the normal retirement date is the
plan anniversary date nearest the employee's @&thlély. The Retirement Plan does not cover dirsoidho are not active employees. The
amount expensed for the Retirement Plan during¢ae ended December 31, 2001, was $177,672.

The following table shows the estimated annuatestent benefits payable to employees in the aveaageal salary and years of service
classifications set forth below assuming retirenarthe normal retirement age of 65.

Consecutive Five-Year Ye ars of Credited Service
Average Salary 15 20 25 30 35
$ 25,000 $ 4,688 $ 6,250 $ 7,813 $ 8,750 $ 9,688
40,000 7,815 10,420 13,025 14,630 16,235
55,000 12,315 16,420 20,525 23,255 25,985
75,000 18,315 24,420 30,525 34,755 38,985
100,000 25,815 34,420 43,025 49,130 55,235
125,000 33,315 44,420 55,525 63,505 71,485
150,000 40,815 54,420 68,025 77,880 87,735
170,000 46,815 62,420 78,025 89,380 100,735

Benefits under the Retirement Plan are based tnaigl#t life annuity assuming full benefit at age 6o offsets, and covered compensation of
$35,400 for a person age 65 in 2000. Compensationriently limited to $170,000 by the Internal Beve Code, but is anticipated to
increase to $200,000, effective October 1, 2002. 8$timated annual benefit payable under the Retiné Plan upon retirement is $90,511,
$58,109, and $24,033 for Messrs. Dillon, Cherryl 8nllivan, respectively, credited with 40 yearsefvice for Messrs. Dillon and Cherry
and 15 years of service for Mr. Sullivan. Benedite estimated on the basis that they will contiloueceive, until age 65, covered salary in
the same amount paid in 2001.

Compensation Committee Report on Executive Compensan

The Compensation Committee (the "Committee"), widctomposed of non-employee Directors of the Comfzand the Bank listed below,
recommends to the Board of Directors of the Bah& (Bank Board") the annual salary levels and amukes to be paid to the Bank's
executive officers. The Committee also makes recentations to the Bank Board regarding the issuafstck options and other
compensation related matters.

Currently, the individuals serving as Chief ExeeatDfficer and executive officers of the Compargoaerve in the same capacities,
respectively, for the Bank. These officers are @nég compensated for services rendered by thettmet®ank, but not for services renderes
them to the Company.

The primary objective of the Bank's executive congagion program is to attract and retain highlyiettiand motivated executive officers
who will manage the Bank in a manner that will potenits growth and profitability and advance theeiast of the Company's shareholders.
As such, the compensation program is designedadqe levels of compensation which are reflectifeath the individual's and the
organization's performance in achieving the orgaion's goals and objectives, both financial and-fiwancial, and in helping to build value
for the Company's shareholders. Based on its elatuaf these factors, the Committee believes thatexecutive officers are dedicated to
achieving significant improvements in long-termdiitial performance

8



and that the compensation plans the Committeenhgleimented and administered have contributed t@eicly this management focus.

The principal elements of the Bank's compensatiognam include base annual salary, split-dollauiasce participation, short-term
incentive compensation under the Bank's Manageimeahtive Bonus Plan (detailed below), long-terreintives through the grants of stock
options under the Incentive Plan (detailed bel@my] employer contributions under the amended EkexsitDeferred Compensation Plan
(detailed below).

The Bank adopted a Management Incentive Bonus(fHarfBonus Plan") effective January 1, 1987. Tlea®s Plan is offered to selected
members of management. The bonus is derived frpoobof funds determined by the Bank's total perfance relative to (1) prescribed
growth rates of assets and deposits, (2) returmvenage assets, and (3) absolute level of net iacéttainment, in whole or in part, of these
goals dictates the amount set aside in the pofinefs. Evaluation of attainment and approval ofggbel amount is done by the Bank Board.
Payment of the bonus is based on individual perémire and paid in cash as a percentage of the tegpedividual's base salary. Expense is
accrued in the year of the specified performance.

The Company adopted the 1994 Incentive Stock Oftlan (the "Incentive Plan") effective May 1, 1994e Incentive Plan was amended
the Company on February 15, 2000. The Incentiva Rlakes available up to 500,000 shares of comnumk $or awards to key employees
the Company and its subsidiaries in the form oflstaptions, stock appreciation rights, and restdctock. The purpose of the Incentive Plan
is to promote the success of the Company and litsidiaries by providing incentives to key employtes will promote the identification of
their personal interests with the long term finahsuccess of the Company and with growth in stiddein value. The Incentive Plan is
designed to provide flexibility to the Company is ability to motivate, attract, and retain thevemes of key employees upon whose judgn
interest, and special effort the successful condfits operation is largely dependent.

In considering compensation for the Chief Execu@®féicer and the other executive officers, the Cdtter relied on compensation surveys
and an evaluation of the officers' levels of regioitity and performance. In 2000, the Committeeduthe following compensation surveys to
assist in developing its recommendation on compemsfor 2001: the SNL Executive Compensation Revithe Sheshunoff Bank Executi
and Director Compensation Survey; and the VirgBeakers Association's Salary Survey of Virginia BariThe Committee believes that
these are relevant and appropriate indicators wipemsation paid by the Bank's competitors. The Citteenreceived an evaluation by the
Chief Executive Officer of the performance of theeutive officers (other than the Chief Executivii¢@r) during 2000. The Committee
evaluated the performance of the Chief Executiviic&f based on the financial performance of the gany and the Bank, achievements in
implementing the Bank's longrm strategy, and the personal observations ofttief Executive Officer's performance by the meralué# the
Committee. No particular weight was given to ang aspect of the performance of the Chief Execuiffecer, but his performance in 2000
was evaluated as outstanding, with the Companyttem8ank achieving earnings in excess of its pemufgand significant progress being
made on the Bank's long-term strategy.

Based on the salary surveys and the performandeatims, the Committee generally set base anralatiss for the Chief Executive Officer
and the other executive officers in the median eamifgsalaries contained in the various surveysdonparable positions.

The Committee also reviews each executive offig@tformance and responsibility to assess the patafeshort-term incentive
compensation. The Committee uses the compensativays and considers the performance of the Bdakive to its peer group, taking into
consideration profit growth, asset growth, retunreguity, and return on assets. No particular wegbiven to each of these elements. The
cash bonuses were given based upon the role ofdéficérs in the growth and profitability of the Blain 2001.

Each year, the Committee also considers the ddgiyalf granting long-term incentive awards undliee Company's Incentive Plan. The
Committee believes that grants of options focusBthek's senior management on building profitabgity shareholder value. The Committee
notes in particular its view that



stock option grants afford a desirable long-termpensation method because they closely ally tleeant of management with shareholder
value. In fixing the grants of stock options wittetsenior management group, other than the Chied¢lve Officer, the Committee reviewed
with the Chief Executive Officer recommended indival awards, taking into account the respectiv@eas responsibility and contributions
of each member of the senior management groupaiMaed to the Chief Executive Officer was fixed gepaly and was based, among other
things, on the review of competitive compensatiatadrom selected peer companies and informatidni®total compensation, as well as,
Committee's perception of his past and expectadditontributions to the Company's achievementisdbng-term goals.

For 2000 and ensuing years, the Committee detechiiveg additional retirement funding for select@xéves is appropriate and should be
provided by amending its non-qualified defined citmttion plan known as the Executive's Deferred @ensation Plan (which previously
only provided for elective salary and bonus defsjrahese employer contributions are in the fofradditional retirement contributions to
make up for arbitrary limitations on covered congaion imposed by the Internal Revenue Code wiheaet to the Bank's Profit Sharing /
401(k) Plans and to enhance retirement benefifgrdyiding supplemental contributions from timeitne on such basis as the Committee
the Board determine.

Compensation Committee

J. P. Causey Jr. - Chairman
Barry R. Chernack
James H. Hudson IlI
Thomas B. Whitmore Jr.

Compensation Committee Interlocks and Insider Parttipation

During 2001 and up to the present time, there waresactions between the Company's banking subgidial certain members of the
Compensation Committee or their associates, aBisting of extensions of credit by the Bank in ¢indinary course of business. Each
transaction was made on substantially the samestenciuding interest rates, collateral and repaynterms, as those prevailing at the time
for comparable transactions with the general pubtithe opinion of management, none of the tratisas involved more than the normal r
of collectibility or present other unfavorable fess.

None of the members of the Compensation Commitisesbrved as an officer or employee of the Compamyy of its affiliates. No directc
may serve as a member of the Committee if he gibddi to participate in the Incentive Plan or waaray time within one year prior to his
appointment to the Committee eligible to particgpit the Incentive Plan.

Report of the Audit Committee

The Audit Committee of the Board of Directors of tBompany (the "Board"), which consists entirelylivéctors who meet the independence
requirements of Rule 4200(a)(15) of the Nationaddcsation of Securities Dealers listing standahds, furnished the following report:

The Audit Committee assists the Board in overseaimdymonitoring the integrity of the Company's fioial reporting process, its compliance
with legal and regulatory requirements and theituaf its internal and external audit processds Tole and responsibilities of the Audit
Committee are set forth in a written Charter adofg the Board. The Audit Committee reviews andgseases the Charter annually and
recommends any changes to the Board for approval.

The Audit Committee is responsible for overseelm@ompany's overall financial reporting procesdulfilling its oversight responsibilities
for the financial statements for fiscal year 20l&, Audit Committee:
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. Reviewed and discussed the audited financia¢stants for the fiscal year ended December 31, #@ilmanagement and Yount, Hyde &
Barbour, P.C. ("YHB"), the Company's independebaatants;

. Discussed with YHB the matters required to beubsed by Statement on Auditing Standards No. laling to the conduct of the audit; and

. Received written disclosures and the letter f\AB regarding its independence as required by Iaddpnce Standards Board Standard No.
1. The Audit Committee discussed with YHB theirépéndence.

The Audit Committee also considered the statusoflng litigation, taxation matters and other aasversight relating to the financial
reporting and audit process that the Audit Committetermined appropriate.

In performing all of these functions, the Audit Cmiittee acts only in an oversight capacity. The A@immittee does not complete its
reviews prior to the Company's public announcemehfmancial results. Also, in its oversight rotag Audit Committee relies on the work
and assurances of the Company's management, wdscthé primary responsibility for financial statertseand reports, and of the
independent auditors, who, in their report, expegsspinion on the conformity of the Company's atrimancial statements to generally
accepted accounting principles.

Based on the Audit Committee's review of the auwlditeancial statements and discussions with managéeand YHB, the Audit Committee
recommended to the Board that the audited finastédéments be included in the Company's AnnuabRem Form 10-K for the fiscal year
ended December 31, 2001 for filing with the Se@siand Exchange Commission.

Audit Committee

Barry R. Chernack, Chairman
J. P. Causey Jr
Joshua H. Lawson
William E. O'Connell Jr.
Paul C. Robinson

Principal Accounting Fees

Audit Fees. During 2001, the Company paid its ppacaccounting firm, Yount, Hyde & Barbour, P.$55,500 in audit fees including
reviews of Form 10-Qs and Form 10-K. The Comparng aunt, Hyde & Barbour, P.C. an additional $1®X0r other services. These
primarily consist of fees for tax matters, emplopeaefit financial statement audits and complisattestation services. The Audit Committee
has reviewed such services and does not belieyanipair the independence of Yount Hyde & BarbdurgC.

Financial Information System Design and ImplemeataFees. The Company paid no fees to Yount, Hyd@a&bour, P.C. for services
regarding financial information system design anglementation.
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Performance Graph

The following graph compares the yearly cumulatotal shareholder return on the Company's comnuekstith (1) the yearly cumulative
total shareholder return on stocks included inNB&SDAQ stock index and (2) the yearly cumulativeatehareholder return on stocks
included in the Independent Bank Index preparethbyCarson Medlin Company. The Independent Bankxrislthe compilation of the total
return to shareholders over the past five yeassgbup of twenty-three independent community baogated in the southeastern states of
Alabama, Florida, Georgia, North Carolina, Southdllaa, Tennessee, Virginia, and West Virginia.

There can be no assurance that the Company'ssoftkmance will continue into the future with theame or similar trends depicted in the
graph below.

C&F FINANCIAL CORPORATION
Five Year Performance Index

[GRAPH]
1996 1997 199 7 1999 2000 2001
C&F FINANCIAL CORPORATION 100 143 21 1 198 174 247
INDEPENDENT BANK INDEX 100 148 15 4 140 139 165
NASDAQ INDEX 100 122 17 3 321 193 153
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Section 16(a) Beneficial Ownership Reporting Coampdie

Section 16(a) of the Securities Exchange Act ofAl@Rjuires directors, executive officers, and 1@dficial owners of the Company's
common stock to file reports concerning their ovghgr of common stock. The Company believes thaifftsers and directors complied with
all filing requirements under Section 16(a) of Serurities Exchange Act of 1934 during 2001.

PROPOSAL TWO
RATIFICATION OF APPOINTMENT OF INDEPENDENT PUBLIC A CCOUNTANTS

The Board of Directors, subject to ratificationthg shareholders, has appointed Yount, Hyde & Barlid.C. as independent public
accountants for the current fiscal year ending Ddasr 31, 2002.

A representative of Yount, Hyde & Barbour, P.C.I\w#é present at the Annual Meeting and will be gitlee opportunity to make a statement
and respond to appropriate questions from the bblters. Unless marked to the contrary, the shafesented by the enclosed proxy card,
if executed and returned, will be voted FOR thédication of the appointment of Yount, Hyde & BathoP.C. as the independent public
accountants of the Company.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE "FOR" RATI FICATION OF THE APPOINTMENT OF YOUNT, HYDE
& BARBOUR, P.C. AS INDEPENDENT PUBLIC ACCOUNTANTS.

OTHER BUSINESS

As of the date of this Proxy Statement, managemietiie Company has no knowledge of any matteretprbsented for consideration at the
Annual Meeting other than those referred to abthany other matters properly come before the AhiMeeting, the persons named in the
accompanying proxy intend to vote such proxy, edktent entitled, in accordance with their bedgjuent.
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SHAREHOLDER PROPOSALS FOR 2003 ANNUAL MEETING

If any shareholder intends to present a proposhétoonsidered for inclusion in the Company's pnmaterials in connection with the 2003
Annual Meeting, the proposal must be in proper famd must be received by the Company's Secretattye &£ompany's principal office in
West Point, Virginia, on or before November 15, 20 addition, if a shareholder intends to preseptoposal for action at the 2003 Annual
Meeting, the shareholder must provide the Compaitty motice thereof on or before January 29, 2093Jddivering such notice to the
Company's Secretary.

By Order of the Board of Directors,

/sl Gari B. Sullivan

Gari B. Sullivan
Secretary

West Point, Virginia
March 15, 2002

A copy of the Company's Annual Report on Form 1Béport (including exhibits) as filed with the Seties and Exchange Commission for
the year ended December 31, 2001, will be furnishi¢ttout charge to shareholders upon written regdiescted to the Company's Secretary
as set forth on the first page of this Proxy Statein

14



C&F FINANCIAL CORPORATION

This Proxy is solicited on behalf of the Board afdators

The undersigned hereby appoints Larry G. Dillon daches H. Hudson Ill, jointly and severally as peexwith full power to act alone, and
with full power of substitution to represent thedersigned, and to vote all shares of the Compaandstg in the name of the undersigned as
of February 26, 2002, at the annual meeting ofedi@ders to be held Tuesday, April 16, 2002 - 3:30

p.m. at the Father van den Boogaard Center, 3549 William Avenue, West Point, Virginia, or any adinments thereof, on each of the
following matters. This proxy, when properly exeajtwill be voted in the manner directed by thearadjned shareholder. If no direction is
made, this proxy will be voted FOR each proposdl @mother matters at the discretion of the praygmés.

(Continued and to be signed on Reverse £



Please sign, date and mail your proxy card badoasn as possible!

. Please D

Please mark your
A [X] votes as in this
example.

FOR
all nominees WITHHE
(except as marked to  from a
the contrary below). nomine
1. To elect
Three Class IlI
directors to [ [1]
serve until the
2000 Annual Meeting of Shareholders, or
until their successors are elected and
qualified, as instructed below.
(Instruction: To withhold authority to
vote for any nominees(s), write that
nominee(s) name on the space provided below.)

Signature

NOTE: Please sign your name(s) exactly as shown i
signing as attorney, executor, administrato
please sign full corporate name by Presiden
by authorized person.

Annual Meeting of Shareholders
C&F FINANCIAL CORPORATION

etach and Mail in the Envelope Provided .

April 16, 2002

LD
I
es.
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J

Barry R. Chernack
William E. O'Connell Jr.
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