Holland resigns
as Farmers
Bank chairman

By Stephen Faleski
Staff Writer

Richard J. “Dick” Hol-
land Jr. has stepped down as
chairman of Farmers Bank.

According to a Feb. 15
press release, the Wind-
sor-headquartered bank’s
board of directors recently
elected William A. Gwaltney
Jr.in Holland’s place. Gwalt-
ney, a board member since
1993, most recently served
as vice chairman during
Holland’s tenure.

Kent B. Spain, a board
member since 2005, will be
taking Gwaltney’s place as
vice chairman.

Holland Jr., the grandson
of Farmers Bank founder
Shirley T. Holland, declined
to comment on the circum-
stances of his departure as
chairman.

According to The Smith-
field Times’ archives, Hol-
land began his career in
the family business in 1977
as a teller during his father
Richard J. Holland Sr.’s
tenure as the bank’s pres-
ident and chief executive
officer. By 1988, Holland Jr.
had succeeded his father as
president, and by 1994 was
also serving as CEO, though
the elder Holland stayed on
as board chairman until his
death in 2000.

Farmers’ current presi-
dent and CEO, Vernon Tow-
ler, succeeded Holland Jr.
in 2019, becoming the first
in the role to come from out-
side the Holland family. But
Holland Jr.’s departure as
chairman isn’t the first time
the bank’s board of directors
has been without a Holland
at the helm.

According to the Times’
archives, the board elected
Robert C. Claud Sr. as its
chairman in 2000 following
the death of Holland Sr.
Holland Jr., according to his
LinkedIn profile, took over
as chairman in 2012.

“The Board and staff ap-
preciate Mr. Holland’s years
of dedication to the organiza-
tion and guidance over the

past forty
years and
look for-
ward to
working
under Mr.
Gwalt-
ney, Mr.
Spain and
the entire
board’s

leadership,” the bank’s press
release states.

Towler also declined to
comment on the change in
the board’s leadership.

Farmers Bankshares Inc.,
as the publicly traded com-
pany is officially known,
reported record earnings
of $8.5 million, or $2.72 per
share, in 2021, according
to another press release
the bank issued earlier this
month.

Gwaltney, who could not
be reached for comment,
also has generational Isle of
Wight County roots that keep
the “farm” in Farmers Bank.
He and his brother, Jesse
Lane Gwaltney, are the lat-
est owners of the circa-1885,
140-acre Indika Farm on Five
Forks Road, which, accord-
ing to the Times’ archives,
originated with the Gwalt-
neys’ great-uncle. Gwaltney
Jr. has served since 2003 as
one of two elected directors
of Virginia’s Peanut Soil and
Water Conservation District,
which serves Isle of Wight
and Surry counties and the
city of Suffolk.

Spain is an owner and
agent of Suffolk Insurance
Corp. and a trustee of the
Birdsong Trust Fund, a pri-
vate foundation the Bird-
song family of Birdsong
Peanuts and other members
of the community started in
the 1940s to provide grants to
charitable causes in Suffolk
and the surrounding area.

Holland




Bank, ousted chair in power struggle

By Stephen Faleski
Staff Writer

Disagreement over how ag-
gressively to pursue a sale or
merger led to the ouster of Farm-
ers Bank Chairman Richard J.
“Dick” Holland Jr. and touched
off a monthslong power struggle
that could culminate at Thursday’s
annual shareholders meeting.

The bank’s board and manage-
ment publicly acknowledged the
controversy last week for the first
time in a press release in which
President and Chief Executive
Officer Vernon M. Towler blamed
the “ongoing dispute” with Holland
for increased operating expenses in
thefirst quarter compared to a year
ago, and called the controversy “a
distraction for our management

team and employees.”

The feud has played out in a
series of dueling letters to share-
holders ahead of their annual
meeting, where Holland has lob-
bied fellow shareholders to reject
aslate of incumbent directors. The
letters, obtained exclusively by The
Smithfield Times, have become
increasingly pointed, with the
board and management accusing

Holland of spreading “propagan-
da” and Holland saying that he’s
“lost all confidence” in the current
management.

The Windsor-based bank —
which Holland’s grandfather Shir-
ley T. Holland founded in 1919
— announced in a Feb. 15 press
release that the Board of Directors
for its publicly traded holding com-
pany, Farmers Bankshares Inc.,

had elected William A. Gwaltney
Jr. in Holland Jr.’s place as chair-
man of the board.

Holland Jr., who initially de-
clined to comment on the circum-
stances of his departure, stated in
a Feb. 25 letter to The Smithfield
Times that the bank’s management
and board “took action to remove”
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him. One of Farmers Bank-
shares’largest shareholders,
Holland remains a director
of the holding company but
was ousted entirely from
the bank-level board, where
he contends roughly 95%
of the bank’s business is
conducted.

Holland declined to com-
ment for this article.

An April 25 shareholder
letter — signed by Gwaltney
and Towler —said the board
made “the difficult decision
to remove Dick as a last, but
necessary, resort.” Holland
had previously written to
shareholders on March 8,
informing them he’d been
ousted from his leadership
role on Feb. 10 after using
his authority to call a spe-
cial Jan. 31 shareholders
meeting to discuss a reso-
lution in favor of exploring
the “merger, consolidation,
sale or other business com-
bination” of Farmers Bank,
and engaging a ‘“nationally
recognized investment bank
with experience in financial
institution merger trans-
actions to assist in such a
process.”

The Jan. 31 meeting nev-
er happened. According
to Kristy DeJarnette, the
bank’s chief financial of-
ficer, Gwaltney used his
authority as Farmers Bank-
shares’ then-vice chairman
to cancel the meeting.

“The Board did not feel
it was necessary or appro-
priate to allocate time or
resources to a shareholder
meeting so close to our al-
ready scheduled annual
meeting,” DeJarnette told
The Smithfield Times in a
May 6 email.

‘The picture is
bleak’

In a February press re-
lease, Farmers Bankshares
reported record earnings
of $8.5 million, or $2.72 per
share, in 2021. Holland, how-
ever, wrote in his March 8
letter that this was “signifi-
cantly driven” by Farmers’
purchase of amajority inter-
est in Franklin-based Manry
Rawls insurance agency
during his 1994-2019 tenure
as the bank’s CEO, and by
a $3.1 million one-time gain
from the sale of bank-owned
property he “shepherded to
conclusion during 2021” as
chairman and “willnot bere-
peated in the coming years.”

Excluding the income
from Manry Rawls, which
Holland contends is not part
of Farmers’ “core banking
business,” and the one-time
sale revenue, “the picture is
bleak,” he told shareholders.

The core bank’s return
on average assets, Holland
contended, is approximately
0.5%, though its peers earn
nearly double. The bank’s
loan-to-deposit ratio, he add-
ed, was the fourth lowest in
Virginia at 49%, while the
state average is 72%.

He further contended
that the stock price of Farm-
ers Bankshares “has not
meaningfully increased in
the past five years.” Ac-
cording to The Wall Street
Journal, Farmers’ stock was
selling at $17.50 per share as
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of May 3, 2019, dropped to a
low of $12.25 on Oct. 29, 2020,
but rebounded to $21.99 as of
April 27. As of May 5, it had
fallen to $18.75. As of May 9,
it was back up to $19.45.

“Ihavelost all confidence
in the current Board of Di-
rectors and management to
address these challenges. ...
Asthelargest shareholder of
Farmers Bankshares, Inc., I
believe that my investment
would be best protected by
a sale or merger of the com-
pany,” Holland wrote to
shareholders.

DeJarnette countered
that the bank’s recent perfor-
mance merits the continued
confidence of shareholders.

“We are committed to
driving long-term share-
holder value, and we think
shareholders should be
pleased with our results,”
she said in an email to the
Times. “Shareholders have
benefitted from our record
results and strong strategy
through dividends and share
price appreciation, although
the share price can fluctuate
based on factors in the mar-
ket beyond our control.”

A May 4 press release
about first-quarter results
sounded a similar theme,
even while noting the dis-
pute with Holland as a drag
on profitability.

“As expected, going into
2022, with the increase in
marketrates, Farmers’ share
of our mortgage subsidiary’s
income was decreased by
134.2%,” or $138,000, the
press release states. It fur-
ther contends the bank has
spent roughly $186,000 in
pretax, legal and advisory
fees related to the ongoing
dispute, and “compensation
expenses paid to former
employees, including former
Chairman Dick Holland.”

Holland’s March 8 letter
referenced a Feb. 28 letter
Farmers Bankshares’ 13
other board members sent
to shareholders. The Feb. 28
letter states that the bank’s
“credit culture has remained
disciplined,” and acknowl-
edged that this had “led
to a loan to deposit ratio
that is lower than peer,”
but contended this also af-
fords the bank the ability
to “grow organically when
loan demand returns in our
local markets” and argues
infavor of the bank “staying
independent.”

“We currently are work-
ing with a financial advisor
to perform a 360-degree re-
view to help us evaluate all
possible business operating
scenarios, as many financial
institutions do on a regular
basis as part of their strate-
gic planning. ... We believe
that it is in the best interest
of the company to complete
that review before we can
make an informed decision
regarding the advisory res-
olution requested by Mr.
Holland,” the Feb. 28 letter
states.

‘Self-interested

and inappropriate’
In their dueling letters
between February and now,
the two sides’ criticism of
each other has sharpened.

Gwaltney’s and Towler’s
April 25 letter characterized
Holland’s use of his author-
ity to call the Jan. 31 special
shareholders meeting as a
“self-interested and inap-
propriate abuse of the Chair-
man position” allegedly mo-
tivated by Holland’s and his
brother, Richmond attorney
GregHolland’s, desire to sell
their shares.

“While we appreciate
Dick’s significant role in
our past success, we believe
that his unacceptable behav-
iors after he retired as CEO
were inconsistent with the
highest standards to which
we hold our board members,
undermined management
and, if continued, would
threaten the value of your in-
vestment,” the April 25 letter
states. “In January 2022, the
Holland brothers indicated
that they were interested in
exiting their investment in
Farmers Bankshares and
proposed in writing to the
Board that Farmers Bank-
shares repurchase shares
held by them, certain mem-
bers of their family, and
others with whom they have
‘personal relationships,’”
at a price-per-share of “ap
proximately 200% of the
then-current trading price.”

“Shortly after the Board
communicated to Dick that
such a price was not justifi-
able or in the best interests
of all shareholders,” the
April 25 letter continues,
“Dick used his then-position
as Chairman, without any
prior discussion or approval
by the Board, to call a spe-
cial meeting to consider a
proposalto... sell the Bank.”

The bank’s board had
previously referenced Hol-
land Jr.’s intention to sell
his shares in its Feb. 28 let-
ter, which stated only that
Holland had asked for a
“significant premium over
the current trading price.”

Holland, in his March 8
letter, characterized the Feb.
28 letter as telling only “half
the story” as to the proposed
repurchasing of his stock.

“I was the one who ter-
minated discussions with
Farmers about this transac-
tion,” Holland wrote. “I grew
significantly concerned that
the Bank would suffer fol-
lowing that transaction. To
be clear — I am only inter-
ested in transactions that
will treat all shareholders
equally, and am not willing
to leave any of my fellow
shareholders behind.”

A proxy battle

The Holland brothers
wrote another letter to
shareholders on April 12
in which they character-
ized the bank’s “360-degree
review” as an “attempt to
explain away poor perfor-
mance,” and urged share-
holders to sign, date and
return a blue proxy card to
“send a powerful message”
at the board’s shareholders
meeting this week.

According to the letter,
nine of Farmers Bank-
shares’ 14 board members
are up for reelection. Five —
G. Thomas Alphin Jr., John
T. Orlando, David T. Owen,
Gregory P. Marshall and

Towler —are “classI” direc-
tors, up for a three-year term
until 2025. Two—O.A. Spady
and William L. Chorey —are
“Class II” directors, up for
one-year terms until 2023.
Another two — J. Clifton
Harrell Jr. and Tiffany Mc-
Millan-McWaters — are
“Class III” directors, up for
two-year terms until 2024.

“Your votes to withhold
approval from the compa-
ny’s director nominees, and
your votes against ratifying
the company’s auditor, will
strongly communicate to the
Farmers Bankshares Board
that its ‘head in the sand’
approach to corporate gov-
ernance will not be tolerated,
and that it is time to focus
on what is best and right for
shareholders,” the brothers
wrote.

“Thus far during 2022,
new economic pressures,
inclination significantly
increased, Russia invaded
Ukraine, and major invest-
ment banks are forecastinga
recession,” they added. “The
Bank must increase its loan
portfolio in an extremely
challenging environment.”

Gwaltney and Towler
sent their own letter to
shareholders on April 25,
urging them to discard the
Hollands’ blue proxy card
and instead sign, date and
return a white card to stand
with the bank’s current
management and reelect
the current directors. In
it, they contend the bank’s
2021 return on assets was
1.44%, not the 0.5% Holland
had claimed. Further, the
Hollands’ numbers “leave
out important parts of our
revenue mix, such as the
Manry Rawls insurance
business and the Tidewater
Home Funding mortgage
business,” and were “not
calculated in accordance
with generally accepted ac-
counting principles.”

Even without the one-
time real estate sale, the
return on assets would be
1.02%, Gwaltney and Towler
wrote.
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Dr. Thomas Schneider,
a finance professor at Old
Dominion University, told
The Smithfield Times that
proxy voting “is a bit like
using an absentee ballot,
except instead of selecting
the candidates yourself, you
are appointing someone else
to vote your shares for you.”

Under current rules,
Schneider said, the compa-
ny and Holland “each send
their own proxy card” and
shareholders will “return
only the card they support,
thereby appointing either
management or (Holland) to
vote on their behalf.”

Dedarnette declined to
“speculate on the outcome
of the vote,” or what will
happen should Holland be
successful in defeating the
slate of incumbent direc-
tors. In an April 1 letter to
shareholders, the Holland
brothers said “shareholders
that own over 58% of the
common stock of Farmers
Bankshares have told us
that they support our efforts
to maximize shareholder
value.”

Both sides have told
shareholders who’ve already
voted that they can change
their vote by mailing in a
new proxy card, noting that
the most recent card will be
counted.

Schneider said that Hol-
land could be “attempting
to get the attention of a
potential acquirer rather
than regain his seat on the
(bank-level) board.”

“A strong ‘withhold’ vote
would send a message to
potential acquirers that the
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current shareholders are
ready to sell, even though
the vote would not alter
the board composition as
proposed by management,”
he said.

Buthedidn’t say whether
he agreed with the company
or Holland that Farmers
Bankshares’ stock fluctu-
ations were or were not
“meaningful.”

“Many of the fluctuations
in FBVA'’s stock price over
the past five years seem to
line up with movements in
major banking indexes,”
Schneider said, using Farm-
ers Bankshares’ over-the-
counter stock abbreviation.
“Shareholders care about a
stock’s total return, which
includes both dividend pay-
ments and capital gains.
As a tightly-held company
that trades over-the-counter,
FBVA is susceptible to large
price swings when shares
change hands.”

According to DeJarnette,
all votes cast on either proxy
card will be tabulated and
reviewed by an independent
inspector of elections.

“Weurge all shareholders
to participate in the vote,”
she said. “The inspector of
elections will take the nec-
essary time to tabulate votes,
which may mean that results
will not be known for a few
days after the meeting.”

“Only shareholders onre-
cord as of March 15, 2022 will
be admitted into the meet-
ing,” she added. “A valid
ID or proxy card, depending
on ownership status, will be
required to ensure the votes
are tabulated accurately.”
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Bank board
reelected

despite big
opposition

By Stephen Faleski
Staff Writer

Former Farmers Bank Chair-
man Richard J. “Dick” Holland Jr.
appears to have been successful
in turning a majority of voting
shareholders to his cause, even
as a slate of incumbent board
members was reelected.

Holland, whose family founded
the Windsor-based bank, was oust-
ed in February as chairman of the
Board of Directors for the bank’s
publicly traded holding company,
Farmers Bankshares Inc., over a
disagreement as to how aggres-
sively to pursue a sale or merger of
the company. The feud has played
out over the past several months
in a series of dueling letters from
Holland and the bank board and
management, each side urging
shareholders to back one side over
the other at the company’s May 12
shareholders meeting.

Nine of Farmers Bankshares’
14 board members were up for

¢ See BANK, p. 6
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reelection at the meeting,
with most votes cast by
proxy in advance. Accord-
ing to a May 24 company
press release, all nine were
reelected — albeit with just
37%-40% of the vote. The re-
maining 59%-62% of votes,
according to the press re-
lease, “were withheld.”

Approximately 76% of
all outstanding shares were
represented either by proxy
or in person at the meeting.
The incumbent directors
required only a “plurality”
of all shareholders to be
reelected.

“Plurality voting means
that the director candidate
with the most votes wins
the seat, even if they do not
receive a majority of the
votes,” explained Dr. Thom-
as Schneider, a finance
professor at Old Domin-
ion University. “Thus, the
bank’s director nominees
have enough support to
win with (less than) 40%
of votes cast. In the short
term, it is likely business
as usual at the bank.”

But the nearly two-thirds
of votes withheld “sends a
strong message to manage-
ment that shareholders sup-
port the Hollands and their
plan to solicit potential
acquirers,” Schneider said.
“Other banks may see this
vote as a ripe opportunity
to launch a takeover bid.”

Holland, who contended
ina March 8 letter that he’d
“lost all confidence” in the
current board and believed
his investment as one of the
bank’s largest shareholders
“would be best protected by
a sale or merger of the com-
pany,” specifically asked

shareholders in a follow-up
April letter to vote by mail-
in proxy card to “withhold
approval from the compa-
ny’s director nominees”
and to vote “against ratify-
ingthe company’s auditor.”

Five “Class I” nominees
— G. Thomas Alphin Jr.,
John T. Orlando, David
T. Owen, Gregory P. Mar-
shall and Vernon Towler —
were reelected to three-year
terms through 2025. Two
“Class II” directors— O.A.
Spady and William L. “Bil-
ly” Chorey — were up for
one-year terms until 2023.
Another two — J. Clifton
Harrell Jr. and Tiffany
McMillan-McWaters — are
“Class III” directors and
were up for two-year terms
until 2024.

Schneider outlined a
possible scenario for a take-
over.

“If the bank’s current
management is reluctant
to endorse a merger, this
could come in the form of a
‘tender offer,” in which the
acquiring bank offers FB-
VA'’s current shareholders
cash at a premium to share
price or in an ‘exchange of-
fer’ where investors would
receive stock in the new,
combined bank,” Schneider
said, using Farmers Bank-
shares’ over-the-counter
stock abbreviation.

According to the press
release, approximately 38%
of shareholders also voted
in favor of ratifying the
company’s independent
auditor, and 61% voted in
opposition.

“We will continue to
have open dialogue with
our shareholders as we

work to drive value and
strong results,” said Wil-
liam A. Gwaltney, whom
the board had chosen to suc-
ceed Holland as chairman
in February, in the pressre-
lease. “Our Board is proud
of Farmers Bankshares’
operating results, and we
are confident that the man-
agement team has the right
strategy going forward. We
are well-positioned to drive
shareholder value as we
serve customers and our
community.”

“We appreciate hearing
directly from shareholders
at our annual meeting,”
added Vernon Towler, the
bank’s president and chief
executive officer. “Our
Board, management team
and employees will contin-
ue to serve customers and
drive strong performance.”

In February, Farmers
Bankshares reported re-
cord earnings of $8.5 mil-
lion, or $2.72 per share, in
2021. Holland, however,
contended in his March 8
letter that this was “signifi-
cantly driven” by Farmers’
purchase of a majority in-
terest in the Franklin-based
Manry Rawls insurance
agency during his 1994-2019
tenure as the bank’s CEO,
and by a $3.1 million one-
time gain from the sale of
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bank-owned property he
“shepherded to conclusion
in 2021” as chairman, which
would “not be repeated
in the coming years.” Ex-
cluding the Manry Rawls
income and the one-time
salerevenue, “the pictureis
bleak,” Holland told share-
holders.

In April, Gwaltney and
Towler sent their own let-
ter to shareholders urging
them to discard Holland’s
blue proxy card and in-
stead vote a white card
to stand with the bank’s
board management. In it,
they contended the bank’s
2021 return on assets was
1.44%, not the 0.5% Holland
had claimed. They further
argued that Holland’s num-
bers “leave out important
parts of our revenue mix,
such as the Manry Rawls
insurance business and the
Tidewater Home Funding
mortgage business,” and
were “not calculated in
accordance with generally
accepted accounting prin-
ciples.”

Holland declined to com-
ment on the results of the
May 12 vote, stating that
the “press release speaks
for itself.”
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