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Union Bank was ranked #62 in U.S. Banker's annual survey 
ofthe best performing community banks in the nation. 



Selected Financial Data 

At or For The Years Ended December 31 

Balance Sheet Data 

Total assets 

Investment securities available-for-sale 

Loans, net of unearned Income 

Allowance for loan losses 

Deposits 

Borrowed funds 

Stockholders' equity (1) 

Income Statement Data 

Total interest income 

Total interest expense 

Net interest and dividend income 

Provision for loan losses 

Noninterest income 

Noninterest expenses 

Income before provision for income 

taxes 

Provision for income taxes 

Net income 

2009 

$ 447,522 

24,649 

358,167 

(3,493) 

368,827 

30,993 

41,180 

$ 23,216 

(5,294) 

17,922 

(400) 

5,521 

(16,397) 

6,646 

(1,420) 

$ 5,226 

2008 2007 2006 

Dollars in thousands, except per share data) 

S 440,104 

27,834 

353,310 

(3,556) 

364,370 

27,416 

39,150 

$ 24,721 

(7,177) 

17,544 

(335) 

4,329 

(15,412) 

6,126 

(1,020) 

$ 5,106 

S 393,264 

33,822 

318,194 

(3,378) 

323,961 

20,328 

42,074 

$ 26,273 

(8,228) 

18,045 

(265) 

4,249 

(14,409) 

7,620 

(1,965) 

$ 5,655 

$ 381,193 

23,683 

317,452 

(3,338) 

319,822 

14,596 

41,923 

$ 25,197 

(6,821) 

18,376 

(180) 

4,058 

(13,814) 

8,440 

(2,185) 

$ 6,255 

2005 

$ 374,710 

32,408 

307,071 

(3,071) 

313,299 

16,256 

41,603 

$ 22,249 

(4,499) 

17,750 

(60) 

3,725 

(12,718) 

8,697 

(2,460) 

$ 6,237 

Per Common Share Data 

Net income (2) 

Cash dividends paid 

Bookvalue (1) 

$1.17 

1.00 

9.23 

$1.14 

1.12 

8.75 

$1.25 

1.12 

9.34 

$1.38 

1.06 

9.25 

$1.37 

1.38 

9.16 

Weighted average numbero f shares 

outstanding 

Number of shares outstanding 

4,466,760 4,488,888 4,521,380 4,539,641 4,554,055 
4,461,208 4,474,598 4,502,969 4,531,977 4,542,663 

(1) Stockholders' equity includes unrealized gains or losses, net of applicable income taxes, on investment securities clas­
sified as "available-for-sale" and 2009, 2008, 2007 and 2006 includes the unfunded liability for pension benefits, net 
of taxes for the defined benefit pension plan. 

(2) Computed using the weighted average number ofshares outstanding for the period. 
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Letter to Shareholders 

Dear Shareholder, March 31, 2010 

The past two years have been challenging for almost all industries, including banking. During 2009 one 
hundred and forty banks failed in the United States. Though not a record, these failures clearly indicate 
we are in the midst of a recession. If there is a fortunate side to all this, it is banks in the Northeast, 
and particularly in Maine, New Hampshire and Vermont, have fared better than those in the rest of the 
nation. 

Many "stimulus" programs have been made available to the financial industry by the US Treasury. Thus 
far your Company is participating in only one: the additional deposit insurance coverage for non-interest 
bearing transaction accounts. We do not believe we have the need for any ofthe other programs offered, 
such as TARP and CPP. 

For those of us in the banking industry, we are experiencing many new regulations, interpretations and 
proposed legislation to "fix" the causes of our economic problems. Many of us community bankers 
question the need for new legislation as community banks did not create these problems but will become 
a big part of the solution by virtue of our supporting the growth of the local economies we serve. 

The cost of regulatory compliance increases every year, not only in FDIC insurance, but in staffing, training 
and monitoring for compliance of these new regulations. These costs become part of fixed overhead as 
regulatory noncompliance is not an option for any bank. 

For 2009 net income rose 2.4% and, in light ofthe economic and interest rate environment, we believe 
this performance to be acceptable, especially due to increases in some expenses, such as: FDIC insurance 
$597,000, Federal income taxes $400,000, Pension Plan $496,000 and secondary market delivery fees 
of $210,000. While these increases were substantial, we reduced salary, occupancy, equipment and 
professional fee expenses a combined $551,000 to help mitigate the impact on earnings. 

There is however a brighter side in all this turmoil. Residential loan originations exceeded $76,000,000 
and new commercial loan growth was strong in 2009. The unemployment rates in Vermont and New 
Hampshire are well below the national average and we are seeing more activity in the small business 
sector as we move into spring. 

In addition to the audited financial statements and footnotes, this year's annual report highlights our 
growth and performance over the years. In this current environment we believe focusing on our peer 
group performance is important to our shareholders. Of the approximately 1,200 banks in Union Bank's 
peer group, as defined by the FDIC, our return on average assets was in the 85th percentile at 1.26% and 
return on average equity in the 87th percentile at 13.79% for the year. 

2010 is shaping up as another interesting year for the industry. We believe there is an opportunity for 
additional growth as the economy improves and we go about our business of serving our customers and 
community. We wish to thank our shareholders, customers and staff for their support and dedication. 

Sincerely, 

Richard C. Sargent 
Ctiairman 

Kenneth D. Gibbons 
President & CEO 
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Directors 

Steven J. Bourgeois, Franklin G. Hovey II, Robert P. Rollins, John H. Steel, Richard C. Sargent (Chairman), 
Cynthia D. Borck, Kenneth D. Gibbons, Schuyler W. Sweet, Richard C. IVIarron 

Union Bankshares Headquarters Main Street, Morrisville, Vermont 
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Shareholder Assistance & Investor Information 

If you need assistance with a change in registration of certificates, combining your certificates into 
one, reporting lost certificates, non-receipt or loss of dividend checks, assistance regarding direct 
deposit of dividends, information about the Company, or to receive copies offinancial reports, please 
contact JoAnn Tallman, Assistant Secretary at (802) 888-6600 or contact our Transfer Agent at the 
address and phone number listed below: 

Registrar & Transfer Company 
Attn: Stock Transfer Department 
10 Commerce Drive 
Cranford NJ 07016 

Phone: 800.368.5948 
Fax: 908.497.2318 
E-mail: info@rtco.com 

NASDAQ Stock Market 
Ticker Symbol: UNB 
Corporate Name: Union Bankshares, Inc. 

Union Bankshares, Inc., operates as a one bank holding company for Union Bank, which provides 
commercial, municipal, trust, and retail banking services in northern Vermont and northwestern 
New Hampshire. As of December 31, 2009, the company operated 13 community banking locations 
in Lamoille, Caledonia, and Franklin counties of Vermont; and one in the town of Littleton, (Grafton 
County) New Hampshire; and 29 ATMs throughout northern Vermont and New Hampshire. Union 
Bank was founded in 1891 in Morrisville, Vermont, where the Bank's corporate headquarters is 
located. 

Union Bank promotes personal service and banking expertise within the communities it serves, 
with a focus on small to middle-market businesses, local municipalities, non-profits, retail and 
trust customers. To leverage its local expertise. Union Bankshares continues to enhance its niche 
capabilities and focuses on expanding to additional neighboring communities. 

Union Bankshares, through Union Bank, is committed to the communities it serves, and encourages 
employee participation in community events and charitable services. The company views small 
businesses as foundations for thriving local economies; these businesses provide jobs, attract other 
businesses and create wealth. Currently, Union Bank employs 165 people, many of whom are leaders 
in community organizations throughout the bank's service area. 

Union Bankshares' growing asset base of over $445 million provides the financial strength to 
successfully serve its constituents 
The Company reported a Return on Average Equity of 12.3% or greater and a Return on Average 
Assets of 1.21% or greater for each of the last five years 
Union Bank has scored an "Outstanding" rating on ALL its CRA (Community Reinvestment Act) 
examinations since 1995 
The U.S. Small Business Administration has consistently ranked Union Bank as one ofthe most 
"Small Business-Friendly Banks in Vermont" 
Union Bank has been an SBA "Preferred Lender" since 1987 
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About Union Bankshares, Inc. 

1999 was the first year Union Bankshares, Inc. (UNB) issued an annual report that was more than a simple 
copy ofthe company's audited financial statements. We had just acquired Citizens Savings Bank and Trust 
Company, and formed a two bank holding company. (The two banks merged in 2003.) At the time we 
thought it would be appropriate to generate an annual report that would inform our shareholders about 
their company. 

m^Km^i 

Overthe last several years our annual reports have featured valued employees, satisfied customers, our 
community activities and similar items that hopefully have given you, our owners a sense of who we are. 
We have not, however, attempted to directly articulate why we continue to be a sound investment and 
why we continue to be deserving of your trust. Our 2009 report seeks to provide you with a sense of who 
we are; our values, our performance, our goals, and our vision. 

Who we are 

Union Bankshares, Inc. (UNB) is a one-bank holding company whose sole subsidiary is Union Bank. The 
holding company and the bank share a headquarters located in Morrisville, Vermont. Our primary market 
area consists of (West to East) the Vermont Counties of Franklin, Lamoille, and Caledonia, as well as 
Grafton County in New Hampshire. We also have customers located in Chittenden, Washington, Orleans, 
Essex, and Orange Counties in Vermont, as well as in Coos County in New Hampshire. 

Union Bank — geographical area of Vermont and New Hampshire 
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Who We Are 

Union Bank has 165 employees staffing fourteen locations throughout Northern Vermont and Northern 
New Hampshire. Our management and staff live and work in the communities we serve. Two thirds of 
our employees have worked at the bank for five years or more, and 23% have been with us 15 years 
or more. This level of continuity provides the Bank with an experienced, skilled work force with a high 
level of familiarity and recognition within the community; a notable competitive advantage, especially 
in today's economic environment. Our employees are highly engaged citizens, and are involved in over 
120 local charities and non-profit agencies that provide services to those in our community. 

One of our guiding philosophies is hiring local people when possible. When we enter new markets 
we try to find local individuals that know and understand their communities. Our financial strength 
and reputation allow us to attract skilled bankers known to local residents and business owners. In 
addition, our Advisory Board members are local leaders and our corporate Board of Directors features 
business people from each ofthe regions in which we operate. 
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Our Values 

Values 
We are proud to be community bankers. We take our role in the economic vitality of our communities 
seriously and do our best to be a positive leading force for the betterment of the local economy. We 
believe the best way we can be a positive force is to consistently meet the legitimate credit needs of 
our community through good times, and through bad times. Essentially, by simply doing our jobs well 
we can help people buy homes and help businesses create jobs. Evidence of our responsiveness to 
the credit needs of our community is the "Outstanding" designation we have received from the FDIC 
regarding our compliance with the Community Reinvestment Act in our last 15 years of CRA exams. 
We are well aware that in order to provide credit through all economic cycles we must be prudent 
underwriters of credit, and this means we must say no to some credit requests. This is part of risk 
management; a skill some in the financial services industry unfortunately neglected along the way. We 
remain vigilant with regards to credit risk, and the other risks inherent to operating a bank. 

We value our employees. Simply put, community banking is a relationship business. Personal 
relationships are critical to our success. Therefore, we need seasoned, attentive staff to serve the 
needs of our customers. We take pride in the fact that our employees can have a career at the Bank, 
not just a job. We encourage our employees to pursue banking-related education to enable them to 
be better bankers, and more educated citizens. We feel that this is an important component of our 
corporate responsibility. 

We take a long term view of your Company. While there are hundreds of day to day decisions that 
must be made when operating a bank, our strategic decisions are influenced by what is best for our 
shareholders over the long term. We are willing to make investments without immediate returns if 
we believe that over the long term the financial results will provide a good return for our owners. We 
wish to grow the Company, but not at the sacrifice of long term profitability. An example of how our 
long term view of the Company informs our strategic decision making is the sale of the majority of the 
$66 million in qualified fixed rate home loans the Bank originated in 2009. While those loans represent 
a reasonable current yield, they are long term fixed rate instruments and holding them could put our 
future overall returns at risk in a rising interest rate environment. We sell these loans with servicing 
retained. This means we continue to have a direct relationship with our borrowers while obtaining 
an immediate source of fee income from the sale of the loans, as well as an ongoing revenue stream 
for servicing the loans. We view our decision not to hold these loans as win-win for the Bank and our 
customers. 

We believe in being efficient and fiscally conservative. We try to work smart and to eliminate extraneous 
procedures from our operations. We invest in our facilities as necessary, but not in an extravagant 
manner. We take pride in being able to build our branches at a lower cost than most banks. We do not 
think that excessively tying up capital in "bricks and mortar" is a sound way to enhance shareholder 
value. 

St. Albans Office Littleton Office 
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Time Tested 

An important part of our mission is to provide a growing financial return to our shareholders over 
time. We acknowledge that in the last two years the economic and regulatory environment has made 
meeting this goal difficult. We continue to work and make decisions based on what we think are the 
most responsible ways to generate a strong return over a long investment horizon. The following 
graph indicates that over the long term, our strategy is working. 

Dividend History of a Share Purchased in 1979 
(adjusted for stock dividends) 

$40.00 

$30.00 

$20.00 

$10.00 

$0.00 

// you purchased 10 shares of Union Bank stock on 
December 1, 1979 at $10 per share, or $100, due to 
the four stock splits since that date and the change 
in the market value of a share of our stock, those 10 
shares of stock would be worth $6,102 on December 
31, 2009. In addition, you would have received $5,346 
in cash dividends over that 30 year period, or a 378.3% 
annualized return on your initial $100 investment. 

1979 1984 1989 1994 1999 2004 2009 

Our Largest Asset is Our Loan Portfolio 

We think of ourselves as a lending bank. We believe that we are able to earn superior returns from 
our loan portfolio compared to investments in government or corporate debt, even after taking into 
account the cost of originating loans and the cost of credit losses. Generating a profitable loan portfolio 
requires skilled staff to attract prospects, underwrite, and service loans. In addition, management 
must ensure that proper pricing and adherence to proper underwriting standards is maintained. We 
have experienced front line lending staff and senior managers who generate, service, and manage the 
Bank's loan portfolio. 

Performance 

Thereare many measuresof performance when evaluating a community bank. To measure our results 
we compare our performance to banks of a similar size and geographic market area. We compare our 
overall return to published indexes, and also compare our deposit market share to other banks serving 
our markets. Finally, and most difficult for Union Bank, we compare our performance to our own past 
performance. The following graphs are meant to provide the reader with meaningful measures of our 
financial performance. 
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