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2020 Chairman’s Report

Dear Friends,
The Towne success story for 2020 is one of caring,
empathy, resilience, and perseverance.
It is a story written by an extraordinary group of Towne
teammates joining hands and hearts to turn every
setback into a comeback culminating in financial victory
for the year.
The year began with great promise and strong economic
tailwinds with the unemployment rate at a fifty year low
of 3.5%. All forecasts pointed to clear skies and smooth
sailing ahead.
However, on January 9th, word began to trickle out of
China as the World Health Organization announced “a
mysterious spate of pneumonia-like illnesses in Wuhan
that could have stemmed from a new coronavirus.”
Fast forward to Friday, March 13th, President Trump
declared a State of Emergency for COVID-19 in the United
States. The Governor of Virginia closed the schools with
the Governor of North Carolina following suit the next day.
The Federal Reserve responded quickly by ultimately
reducing the Fed Funds rate to 0.25% in an attempt to
stabilize the economy and financial markets. Congress
followed in rapid fashion with the passing of the CARES Act
and the signing into law by the President on March 27th.

While this hallmark legislation contained many provisions,
none was more important than the creation of the Paycheck
Protection Program coupled with the forbearance
provision and regulatory relief that enabled banks to assist
in saving homes and businesses all across the country.
As April arrived, the tailwinds from early January had fully
shifted to powerful and destructive headwinds. It felt
as if the entire country was in the midst of a Category 5
hurricane. The streets were deserted and businesses were
closed as stay-at-home mandates were put into place in
an attempt to prevent the spread of the virus. Fear of the
known and the unknown spread across the landscape. The
tone was somber as the U.S. economy was effectively shut
down and the unemployment rate reached nearly 15%.

“

...your company quickly pivoted
from a strategy focused on growth
and earnings to a protect-thehouse strategy...

J. Morgan Davis
President & CEO

”

G. Robert Aston, Jr.
Executive Chairman
2020 CHAIRMAN’S REPORT
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Team Towne Rises Up

In the very early days of the crisis, Team Towne began
rallying to the yet-to-be-known challenges ahead.
With “hope for the best, but plan for the worst” as our
guide, your company quickly pivoted from a strategy
focused on growth and earnings to a protect-the-house
strategy centered on strong liquidity and balance sheet
strength. This enabled us to not only protect our
shareholder interests, but also to be a source of
strength for our members.
As a parallel objective, our Human Resources team
developed a safety strategy for all employees, who are
classified as essential financial workers. The need for a
plan to meet the financial needs of our members also
had to include protecting the health of our teammates
to the maximum extent possible.

Our technology team came to the rescue as they
assisted Human Resources in building a safety plan
for our mission-critical operational and administrative
personnel. In a matter of days, our incredible tech team
successfully transitioned most all of our operations
capabilities to a work-at-home environment.
At the same time, the Towne facilities team outfitted
all of our banking offices with acrylic screens to help
protect our member-facing teammates. An enhanced
COVID cleaning protocol was also implemented. In
typical TowneBank fashion, our marketing team also
jumped in to provide matching protective face masks
for all bank personnel.

With increased precautions such as hand sanitizing stations, our essential workers welcomed members into our offices throughout 2020.
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Perhaps the most extraordinary show of Team Towne’s
fighting spirit, teamwork, and caring for others came
about in the implementation and execution of the
Paycheck Protection Program.
In military terms, the objective or overarching goal
was to provide sound financial consulting advice to
our members, using the regulatory and stability tools
provided by the government, to do everything in our
power to have our members survive the crisis and still
be standing one year later. To accomplish the objective,
we concentrated all our human and technology
resources to “seize the moment” on behalf of serving
our members as well as reaching out to potential new
members. Working around the clock for days, the team
was able to procure funding for over 6,700 loans
totaling over $1.1 billion.
Coupled with our ability to grant forbearance grace on
over 2,500 loans, Towne once again demonstrated the
power of “Super Community Banking” by serving others
and enriching lives.
As you review the Chairman’s Report for 2020 and the
important information in the accompanying Annual
Report and Proxy, please know that the outstanding
results for 2020 would not have been possible without
the personal sacrifice, loyalty, and dedication of the
nearly 2,500 smiling faces of our Towne Family
members who made it all possible.

“Now, the rest of the story.”

Teamwork Sacrifice
FIGHTING SPIRIT

Caring for Others

RESILIENCE
around the clock
DEDICATION empathy

Team Towne Rallying
SAFETY PLAN

loyalty reaching out

PERSEVERANCE

serving others

COMEBACK protect

ENRICHING LIVES

- Paul Harvey, legendary radio broadcaster
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2020 Financial Performance

Earnings Growth
Undeterred by the extreme challenges of 2020, your bank recorded its 21st consecutive year of increased earnings with
net income of $145.5 million compared to $138.8 million in 2019. Diluted earnings per share increased to $2.01 versus $1.92
per share achieved the previous year. Return on average assets was 1.03% with return on average equity of 8.46%. Return
on average tangible assets was 1.13% with return on average tangible equity of 12.62%. All ratios represented a modest
decline from 2019, driven in part by a declining net interest margin reflective of the reduction in rates by the Federal
Reserve, coupled with a significant increase in building the company’s loan loss reserve.

Balance Sheet Growth
Total bank assets ended 2020 at $14.6 billion, an increase of 22.4% over 2019. The bank’s loan portfolio expanded 14.4%
or $1.2 billion, ending the year at $9.6 billion, including loans originated through the Paycheck Protection Program.
TowneBank in Charlotte led all regions of the bank with loan growth of $117.6 million.
Total bank deposits increased 24.8% to $11.6 billion, a growth of $2.3 billion. Importantly, non-interest-bearing deposits
increased 48.2% to end the year at $4.4 billion, representing 37.8% of total deposits.
The Hampton Roads region of the bank led the way with total deposit growth of $1.4 billion, with both the Hampton Roads
and Outer Banks regions maintaining the Number One Deposit Market Share.

DEPOSIT MARKET SHARE
DEPOSITS

MARKET
SHARE

$7.56 billion

25.92%

Truist

7.06 billion

23.92%

Wells Fargo

5.81 billion

19.68%

Bank of America

3.68 billion

12.45%

Atlantic Union

1.13 billion

3.82%

q

BANK

TowneBank

Source: FDIC Market Share, June 30, 2020.
Virginia Beach-Norfolk-Newport News, VA-NC MSA

Star Performers: Commercial bankers Charlie Bartz from
Charlotte, NC (left) and John Garrett from Norfolk, VA (right)
earned top accolades for their contributions to deposit and loan
growth in their respective states.

t Dawn Glynn (third from left), President of TowneBank’s Hampton Roads and Outer Banks markets, celebrates the bank’s Number One 		
Market Share position with market presidents Robin Cooke (Portsmouth/Suffolk), Dave Hare (Chesapeake), Buffy Barefoot (Virginia Beach),
Charity Volman (Norfolk), Alexis Swann (Peninsula/Williamsburg), and Taylor Sugg (Northeastern North Carolina/Outer Banks).
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Consistent Earnings Growth

21 CONSECUTIVE YEARS OF INCREASED EARNINGS

133.8

27.1% compounded annual growth rate for the past 21 years

138.8

$145.5

87.7

62.4

(3.7)

1.2

2.6

5.5

6.6

11.3

17.7

21.8

23.3

23.9

26.8

30.3

33.3

37.9

41.8

67.3

42.2

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
(Dollars in Millions)

Credit Quality
NON-PERFORMING ASSETS (NPAs)
0.47%
0.33%
0.22%

0.27%
0.11%

2016

2017

2018

2019

Non-performing assets (nonaccrual loans and leases,
repossessed assets and real estate owned) as a percent of assets
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2020

Demonstrably, Towne’s credit performance through
the years has been a bedrock of the company’s
success. Our legacy reputation for remaining
supportive of our members during tough times has
certainly played a part in that success. The current
challenges our members face are no different. We
are standing with them.
In spite of the environment in 2020, net charge
offs were effectively zero with Non-Performing
Assets decreasing to 0.11%. At the same time, we
contributed $67.2 million to our loan loss reserve
increasing our reserve to 1.25% up from 0.69% at
year-end 2019.
While there may well be some collateral damage
to our portfolio due to the economic impact of
the virus, your company is well positioned to
manage those challenges that may appear.

u

Capital Strength
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2020 was a particularly challenging year for all financial
stocks as the sector fell from favor due to the feared loan
losses as the virus was spreading and the economy was
shutting down. Towne stock was certainly no exception.
After a low point prior to third quarter earnings releases,
financials began to recover as anticipated loan losses
failed to materialize. Towne’s share price closed on
December 31, 2020 at $23.48 after falling to a low point
of $15.52 on September 23rd.
On a more positive note, book value per share increased
7.7% to value $24.31 at year-end. Tangible book rose 11.3%
to close the year at $17.46.
During 2020, Towne paid total cash dividends of $52,444
returning 35.9% of company earnings to shareholders.

Shareholder Value

Bank practice and policy is to maintain capital levels
significantly in excess of regulatory requirements for
well capitalized banks. Protection of our shareholders’
investment is always the number one consideration
in every strategy we implement. Our directors and
management maintain significant holdings of company
stock to ensure the alignment of management and
shareholder interests. Additionally, the capital strength
of the company keeps the bank in a favorable position to
take advantage of strategic opportunities that may arise.

COMMON DIVIDENDS
$52,444
$49,375
$44,862

CAPITAL RATIO COMPARISON
as of December 31, 2020

$34,437
$30,542

FDIC Well Capitalized Standards
TowneBank Actual
15.42%

12.04%
8.99%

11.87%

10.5%

8.5%
7.0%

2016

2017

2018

2019

2020

(Dollars in Thousands)

5.0%

Tier 1
Leverage
(To Average
Assets)

Tier 1
Capital

(To Risk
Weighted
Assets)

Total Risk
Common Equity
Based Capital
Tier 1
(To Risk
Weighted
Assets)

(To Risk
Weighted
Assets)

This report includes certain non-GAAP financial measures,
including return on average tangible assets, return on
average tangible equity and tangible book value.
See pages 39 - 41 of the Company’s 2020
Annual Report to Stockholders for more information.
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Towne Financial
Services Group

Doing The Right Thing

Twenty years ago, your company embarked on a strategic
initiative to create a more diverse revenue stream that
would serve to reduce our total reliance on net interest
income. With non-interest income contributing 42.8% of
total company revenue in 2020, our results for the year
serve to validate our diverse revenue business model.

On August 19, 2019, the Business Roundtable, a CEO
association, announced the release of “a New Statement
of the Purpose of a Corporation signed by 181 CEOs who
committed to lead their companies for the benefit of all
stakeholders customers, employees, suppliers,
communities, and shareholders.”

The Realty segment of Towne Financial Services
consisting of TowneBank Mortgage, Berkshire Hathaway
HomeServices Towne Realty along with Towne Vacations
had an extraordinary year. Net income reached an all-time
high of $39.6 million up from $9.8 million in 2019.

One might be tempted to ask, “What took so long for the
Business Roundtable and its CEOs to arrive at such an
‘original and profound’ thought?”

We are especially proud of our mortgage team that
demonstrated resilience, perseverance and an amazing
work ethic. They made an incredible comeback from
a $10.9 million market-induced hedge loss in the first
quarter of 2020 to the most profitable year in the history
of TowneBank Mortgage. Incredibly, the mortgage team
originated, processed and closed 19,141 loans totaling
$5.9 billion while working almost exclusively in a remote
environment from their homes.
Towne Realty also had a stellar year with our 407 top notch
real estate agents participating in the sale of 5,137 homes
representing a sales volume of $1.9 billion.
With vacationers choosing to travel only to drive-to resorts,
Towne Vacations enjoyed an expanded summer vacation
season leading to revenues of $26.5 million for 2020.
Towne Investment Group and Towne Wealth Management*
grew to $3.9 billion in assets under management, ranking
them 4th in the Raymond James Financial Institutions
Division among nearly 200 financial institutions.
Towne Insurance † continues its pattern of steady growth
in 2020 and is now the 5th largest bank-owned insurance
agency in the United States with total annual revenue of
$78.8 million.
Net income, excluding the net proceeds procured from
the sale of the travel insurance division was $15.1 million.
In December 2020, we added additional services and
talents to the Towne Family with the acquisition of
George Johnson Insurance in Spartanburg, South Carolina.
* † See important disclosures on back cover.
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As a startup community bank in 1998, Towne came into
existence with the trust of almost 4,000 local shareholders
who chose to invest nearly $50 million to create a new
bank that would become a great community asset.
The dream was to have a company that would enrich
the lives of our members (customers), employees,
shareholders, and the communities we would serve.
TowneBank has the unique distinction of being a Main
Street Bank, founded with Main Street capital serving
the financial and philanthropic needs of Main Street.
That’s how we roll yesterday, today, and tomorrow.

Governance
We are blessed with a “Main Street” Board of Directors.
These extraordinary men and women are the pillars of their
communities. They are involved in every aspect of life
in the cities, towns, and counties we serve. Through the
exercise of their fiduciary duties and governance activities,
they set the tone at the top of our company centered on
ethical behavior and doing the right thing - not some of the
time, but all of the time.
As community bank directors, they support the bank in
many other ways. They maintain their personal, family and
business banking relationship with Towne. They generate
a significant amount of new business for the bank by
recommending the services of the bank to their friends,
neighbors, civic organizations, and business associates.
Lastly, they have invested a substantial amount of their
resources into the stock of our company thus maintaining
alignment with the interests of all shareholders.

Importantly, we also have over 350 community directors
who serve on the local boards of every community we
serve. They bring special expertise and local market
knowledge to enable us to stay abreast of important
matters in each community and to make sure we are
meeting the needs of each community.
All of our directors have been extremely instrumental
in TowneBank maintaining an Outstanding Community
Reinvestment Act rating over the last five examination
cycles covering 15 years. Everyone in our Towne family
and most especially our incredible Compliance Team
take tremendous pride in the service we provide to
our communities. At Towne, we view the Community
Reinvestment Act as an important part of who we are
and not merely a regulatory requirement.

Building Communities
We see the enrichment of the communities we serve not
only as a civic responsibility but also as a moral obligation
to improve the quality of life for the folks that have warmly
welcomed us to their hometown.
Over the past twenty years, Towne has provided more
than $75 million of community support to worthwhile
causes in Virginia and North Carolina. We have provided
educational scholarships, supported both public and
independent schools, supported both public and private
universities, provided funds for economic development
and job creation, supported our veterans and our friends
with mental or physical disabilities, built recreational
facilities, supported the arts, provided for food banks
and homeless shelters, and made donations to protect
our environment along with many other great causes.
During 2020, Towne invested over $36 million in Federal
Low-Income Tax Credits providing families with more
than 280 affordable housing opportunities.
Over the years, we have committed more than $210
million to build more than 2,300 affordable housing units
across our banking footprint.

With assistance from a TowneBank Foundation grant, Tidewater Community College
launched The Community Feed at MacArthur Center in Norfolk, a partnership with
Foodbank of Southeastern Virginia and the Eastern Shore, to provide access to healthy
food and address root causes of food insecurity for TCC students.
The June 2020 ribbon cutting brought together partnership representatives. Pictured
left to right: Jim Walker, general manager, MacArthur Center; Emanuel Chestnut,
provost, TCC’s Norfolk Campus; TCC President Marcia Conston; Foodbank President
Ruth Jones Nichols; Kevin Jones, board chair of the Foodbank; and John Baiocco,
then-president of TowneBank Norfolk.

This past year, we were successful in procuring a
$500,000 grant under the Federal Home Loan Bank
Affordable Housing Program for the Wake County
Housing Authority to assist in the construction of
affordable housing in Garner, North Carolina.
We are especially proud of our Towne family members
who personally donated $527,402 through the United Way
Workplace Giving Campaign to provide for the significant
needs of many during this period of the pandemic.
If there is need in the Towne communities we serve, we
always strive to lead the way to a better day.

2020 CHAIRMAN’S REPORT
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Justice and Opportunity
During 2020, our nation faced many dark days as the
impact of the pandemic caused death and sorrow for
many Americans and their families.
Perhaps there was no darker day than the unseemly
death of fellow American, George Floyd, at the hands of
a Minneapolis police officer. The conscience of the nation
was aroused with protestors filling the streets of cities all
across the country.
The outgrowth has pointed to an urgent need to rally
together as a nation to construct a clear pathway to racial
justice for all.
Here at Towne, we have embarked on a number of new
initiatives to reinforce and ensure that all Towne
teammates feel welcomed and can enjoy the warmth of
having a strong sense of belonging. Additionally, we have
developed a new Supervisory Training program with a
focus on coaching each teammate in a manner that will
serve to educate while opening new doors of opportunity
for all. For more details on this and other enhanced
initiatives, you may review them in the included Proxy
Statement.

Looking Forward

Our journey into 2021 and beyond was propelled forward
in 2020 with our operations and technology teams
completing the largest operations project in the history
of the company.
After more than three years of research and planning led
by Brad Schwartz, our Chief Operations Officer, and Denys
Diaz, our Chief Information Officer, their respective teams
successfully constructed the foundation for our future
state with the successful core conversion to the best-inclass, FIS Integrated Banking Solution Fintech Platform.
This new, scalable banking software solution will enable us
to seamlessly add exciting new banking solutions that will
continuously enhance the member experience.
With our new technology foundation in place, we can
now accelerate our forward movement in planning and
executing new growth strategies that will continue to
enhance long-term shareholder value.
As always, our biggest investment will continue to be
in building our team with high-quality talent. It will be a
combination of seasoned bankers who can quickly bring
new members and revenue to the table along with
attracting new talent through our Leadership Exploration
and Development (LEAD) Associate Program.
Secondly, we will continue to invest in the development of
our banking network facilities focused primarily in our
central Virginia and North Carolina markets.
As I write this, our new Myers Park Financial Center has
opened in Charlotte. It will be led by Stephen Heeseman,
a well-known Charlotte banker, who has assembled an
amazing team of local bankers to serve the Myers Park
community.
In late summer, we expect to open our third Charlotte
location in the extraordinary Ballantyne development that
is home to over 4 million square feet of class A office
space. Ben Mears, another prominent Charlotte banker,
will lead our effort there.

Stephen Heeseman leads the experienced banking professionals at
Myers Park in Charlotte.
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The TowneBank operations team jumped into action for our Towne 20.20 Core Conversion, working nights and weekends to ensure a smooth set-up.

Our facilities team will be hard at work over the next two
years as we have also acquired a new banking office site
on Falls of Neuse Road in Raleigh near North Ridge
Country Club.
This new office will contain approximately 15,000
square feet and will house Towne Insurance as well as
the banking facility. We will also continue to search for
a new main office site for our Cary, North Carolina
banking operation.
Over in Greenville, North Carolina, we have acquired a
terrific 5-acre site on Red Banks Road where we will
be constructing the new TowneBank of Greenville
main office that will also house our Towne Insurance
Agency’s Greenville office.
In Norfolk, Virginia, we are in the process of the
interior build-out of the recently acquired former
Norfolk Southern building, which we jointly own with
Children’s Hospital of the King’s Daughters. This new
facility will serve as the headquarters location of our Towne
Financial Services Group including TowneBank Mortgage
and Towne Insurance. It will replace currently leased space
and will result in significant savings to the company.

As reported last year, the new main office for
Chesterfield County in the Richmond MSA opened in
late 2020. Matt Clarke, our Chesterfield President,
and his team are off to a great start with total deposits
of over $140 million.
Third, we are accelerating our acquisition efforts
in acquiring additional insurance agencies across
the southeast as well as exploring new acquisition
opportunities for the expansion of our vacation
property management business.
Fourth, we will continue to look for opportunities to
expand our banking presence in Central Virginia, North
Carolina, and potentially South Carolina. Our primary
focus will remain on adding scale in our existing markets.
With our continued market share growth across our entire
footprint, we believe our Super Community Bank Strategy
centered on attracting the best hometown bankers in
each market will continue to differentiate Towne from our
large bank competition.

2020 CHAIRMAN’S REPORT
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Extraordinary bankers lead the way to a bright future for TowneBank – in new markets such as Charlotte (shown here), and right around the
corner from where we began in Portsmouth.

With Gratitude
As the storms of 2020 start to calm and the sun begins to peek through the clouds, let us all be thankful
that we survived the journey.
While the road has been long and the potholes deep, your Towne family rose to every challenge and
completed yet another successful year.
Please know how grateful we are for your loyalty and support throughout the years, as it provided the
fuel of encouragement that saw us through to financial victory this past year.
We are truly blessed to lead this extraordinary company.
Most sincerely,

G. Robert Aston, Jr.
Executive Chairman
of the Board
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J. Morgan Davis
President & CEO
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TowneBank Locations
Glen Allen

Mechanicsville
Richmond (5)

Chesterfield

Williamsburg (2)

Suffolk

VIRGINIA
NORTH CAROLINA

Greensboro

York

Chesapeake (2)
Moyock
Camden

Newport News (2)
Hampton
Norfolk (4)
Portsmouth (3)
Virginia Beach (5)
Grandy
Duck
Southern Shores
Nags Head

Raleigh
Cary

Greenville

Charlotte (2)

North Carolina

Virginia

Camden
Duck
Grandy
Moyock
Nags Head
Southern Shores
Charlotte
Greenville
Greensboro
Cary
Raleigh

Chesapeake
Hampton
Newport News
Norfolk
Portsmouth
Suffolk
Virginia Beach
Williamsburg
York County
Richmond
Chesterfield
Glen Allen
Mechanicsville

Towne Family of Companies
TowneBank
Towne Insurance
Towne Benefits
Towne Investment Group
Towne Wealth Management
TowneBank Commercial Mortgage
TowneBank Mortgage
Berkshire Hathaway HomeServices Towne Realty
Virginia Home Title & Settlements
Real Estate Security Agency
Towne Vacations
Towne 1031 Exchange
Forward Looking Statements: This document may contain forward-looking statements as defined
by the Private Securities Litigation Reform Act of 1995. These statements may address issues that
involve significant risks, uncertainties, estimates and assumptions made by management. Certain
factors may cause actual results to differ materially from those contemplated by such forward-looking
statements. Discussion of these factors can be found in the company’s annual report filed with the
Federal Deposit Insurance Corporation on Form 10-K for the fiscal year ended December 31, 2020.
* Securities are offered through Raymond James Financial Services Inc., member FINRA/SIPC,
and are: NOT insured by FDIC or any governmental agency, NOT guaranteed by TowneBank, NOT
deposits of TowneBank, and are subject to risk and may lose value. Towne Investment Group,
Towne Wealth Management and TowneBank are not registered broker/dealers and are independent
of Raymond James Financial Services, Inc. Investment advisory services are offered through
Raymond James Financial Services Advisors, Inc.
† Insurance products offered through Towne Insurance and Towne Benefits, subsidiaries of
TowneBank, are NOT a deposit, NOT FDIC-Insured, and are NOT guaranteed by TowneBank.
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IN REMEMBRANCE

On March 12, 2020, our Towne family was deeply
saddened by the death of one of our greatest
supporters, Rick Wheeler. The former CEO of
Franklin Federal Savings Bank who went on to serve
as board chair for TowneBank Richmond, Rick was
an extraordinary man, a terrific director, and a good
friend to everyone he met in life. Our company was
blessed to have his wisdom and presence.
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