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purposes of this calculation, all directors, executive officers, and named executives of the Registrant are assumed to be
affiliates. Such assumption, however, shall not be deemed to be an admission of such status as to any such individual.
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DOCUMENTS INCORPORATED BY REFERENCE

Specifically designated portions of the following documents are incorporated by reference in the indicated Part of this
Annual Report on Form 10-K:

Document Part

Proxy Statement for the 2017 Annual Meeting of Shareholders III

Explanatory Note: The primary purpose of this Amendment is to correct the regulatory capital ratio information
previously disclosed in Note 21 to the audited consolidated financial statements of Union Bankshares, Inc. included in
Part II, Item 8 of the Report and to correct the related narrative disclosures in Part I, Item 1, Part II, Item 6 and Part II,
Item 7. The capital ratios as previously disclosed were understated due to a calculation error. In addition, Exhibit 21.1
is being filed with this amendment as it was inadvertently omitted from the Form 10-K.
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PART1
Item 1.  Description of Business

Certain Definitions: Capitalized terms used in the following discussion and not otherwise defined below have the
meanings assigned to them in Note 1 to the Company's audited consolidated financial statements contained in Part II,
item 8, page 51 of this Annual Report.

General: Union Bankshares, Inc. (“Company”) is a one-bank holding company whose sole subsidiary is Union Bank
(“Union”). It was incorporated in the State of Vermont in 1982. The Company's common stock is traded on the
NASDAAQ Global Select Market under the symbol "UNB". Union Bank was organized and chartered as a State bank
in 1891 and became a wholly owned subsidiary of the Company in 1982 upon its formation. Both Union Bankshares,
Inc. and Union Bank are headquartered in Morrisville, Vermont.

The Company's business is that of a community bank in the financial services industry. The Company has one
definable business segment, Union Bank, which provides full retail, commercial, municipal banking, and asset
management and trust services throughout its 17 banking offices, three loan centers, and several ATMs covering
northern Vermont and New Hampshire. Also, many of Union's services are provided via the telephone, mobile
devices, and through its website, www.ublocal.com. Union seeks to make a profit for the Company while providing
quality retail banking services to individuals and commercial banking services to small and medium sized
corporations, partnerships, and sole proprietorships, as well as nonprofit organizations, local municipalities and school
districts within its market area.

The Company's income is derived principally from interest and fees on loans and earnings on other investments. Its
primary expenses arise from interest paid on deposits and borrowings, salaries and wages, health insurance and other
employee benefits and other general overhead expenses. Our profitability depends primarily on net interest income,
which is the difference between interest and dividend income on interest-earning assets and interest expense on
interest-bearing liabilities. Interest-earning assets include loans, investment securities, and interest-earning deposits in
banks. Interest-bearing liabilities primarily include customer deposit accounts and borrowings. Net interest income is
dependent upon the level of interest rates and the extent to which such rates change, as well as changes in the volume
of various categories of assets and liabilities. Our profitability is also dependent on the level of noninterest income
(primarily gains on sale of real estate loans, loan servicing income, and service fees), provision for loan losses,
noninterest expenses and income taxes. Our operations and profitability are subject to changes in interest rates,
applicable statutes and regulations, general economic conditions, the competitive environment, as well as other factors
beyond our control.

Employees: The Company itself does not have any paid employees. As of December 31, 2016, Union employed 191
full time equivalent employees. Union employees are not represented by any collective bargaining group. Union
maintains comprehensive employee benefit programs for its employees, including medical and dental insurance,
long-term and short-term disability insurance, life insurance, and a 401(k) plan. Management considers its employee
relations to be good.

Description of Services: Services or products offered to our customers include, but are not limited to, the following:
Commercial loans for business purposes to business owners and investors for plant and equipment, working capital,
real estate renovation and other sound business purposes;

€Commercial real estate loans on income producing properties, including commercial construction loans;

SBA guaranteed loans;

Residential construction and mortgage loans;
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Online cash management services, including account reconciliation, credit card depository, Automated Clearing
House origination, wire transfers and night depository;

Merchant credit card services for the deposit and immediate credit of sales drafts,

Remote deposit capture for merchants;

Online mortgage applications;

Business checking accounts;

Standby letters of credit, bank checks or money orders, and safe deposit boxes;

ATM services;

Debit MasterCard and ATM cards;

Telephone, Internet, and mobile banking services, including bill pay;

Home improvement loans and overdraft checking privileges against preauthorized lines of credit;

Retail depository services including personal checking accounts, checking accounts with interest, savings accounts,
money market accounts, certificates of deposit, IRA/SEP/KEOGH accounts and Health Savings accounts;
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Customer repurchase agreement sweeps; and
Asset management and trust services to individuals and organizations.

Consistent with the objective of the Company to serve the needs of individuals, businesses and others within the
communities served, the Company seeks to concentrate its assets in loans. For the year ended December 31, 2016, the
Company's rate of average loans to average deposits was 92.3%. To be consistent with the requirements of prudent
banking practices, adequate levels of assets are invested in high-grade securities, FDIC insured certificates of deposits,
or other prudent investment alternatives such as company-owned life insurance or investments in real estate limited
partnerships for affordable housing. Deposits are the primary source of funds for use in lending, investing and for
other general operating purposes. In addition we obtain funds from principal repayments, sales and prepayments of
loans, securities and FDIC insured certificates of deposit. Other funding sources may include brokered deposits
purchased through CDARS, ICS or through other deposit brokers, borrowings from the FHLB, correspondent banks
or the Federal Reserve discount window.

Competition: The Company and Union face substantial competition for loans and deposits in northern Vermont and
New Hampshire from local and regional commercial banks, savings banks, tax exempt credit unions, mortgage
brokers, and financial services affiliates of bank holding companies, as well as from national financial service
providers such as mutual funds, brokerage houses, insurance companies, consumer finance companies and internet
banks. Within the Company's market area are branches of several commercial and savings banks that are substantially
larger than Union. Union focuses on its community banking niche and on providing convenient locations, hours and
modes of delivery to provide superior customer service. We have seen over the last few years, a trend by customers to
turn to local community banks to fulfill their financial needs with organizations and people they know and trust. We
are hopeful that this trend will continue. The Company seeks to capitalize upon the extensive business and personal
contacts and relationships of its directors, advisory board members and officers to continue to develop the Company's
customer base, as well as relying on director and advisory board referrals, officer-originated calling programs and
customer and shareholder referrals.

In order to compete with the larger financial institutions in its service area, Union capitalizes on the flexibility and
local autonomy which is accorded by its independent status. This includes an emphasis on personal service, timely
decision making, local promotional activity, and personal contacts and community service by Union's officers,
directors and employees. The Company strives to inform the public about the strength of the Company, the variety
and flexibility of services offered, as well as the strength of the local economy relative to the national economy and
global problems in the real estate market and provides information on financial topics of interest. The Company also
strives to educate future generations by helping them to cultivate sound personal financial habits through its "Save for
Success" program for children.

The Company competes for deposit accounts by offering customers competitive products and rates, personal service,
local area expertise, convenient locations and access, and an array of financial services and products. Higher interest
rates and deposit “specials” offered by competitors as well as the variety of nonbanking investment avenues open to our
customers and the public make deposit growth challenging.

The competition in originating real estate and other loans comes principally from commercial banks, savings banks,
mortgage banking companies and tax exempt credit unions. The Company competes for loan originations primarily
through the interest rates and loan fees it charges, the types of loans it offers, and the efficiency and quality of services
it provides. In addition to residential mortgage lending and municipal loans, the Company also emphasizes
commercial real estate, construction, and both conventional and SBA guaranteed commercial lending. Factors that
affect the Company's ability to compete for loans include general and local economic conditions, prevailing interest
rates including the “prime” rate, and pricing volatility of the secondary loan markets. The Company promotes an
increased level of personal service and expertise within the community to position itself as a lender to small to middle
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market business and residential customers, which tend to be under-served by larger institutions.

The Company, through Union's Asset Management Group division, competes for personal and institutional asset
management and trust business with trust companies, commercial banks having trust departments, investment
advisory firms, brokerage firms, mutual funds and insurance companies.

Regulation and Supervision

General

As a bank holding company registered under the BHCA, the Company is subject to regulation and supervision by the
Board of Governors of the FRB. As a state chartered commercial bank, Union Bank is subject to the regulation and
supervision by the FDIC and the DFR. The regulatory framework is intended primarily for the protection of
depositors, federal deposit insurance funds and the banking system as a whole, and not for the protection of security
holders. This regulation and supervision establishes a comprehensive framework of activities in which a bank holding
company or a bank can engage. The prior approval of the FDIC
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and DFR is required, among other things, for Union to establish or relocate a branch office, assume deposits or engage
in any merger, consolidation, purchase or sale of all or substantially all of the assets of any bank. This regulatory
structure also gives the regulatory authorities extensive discretion in connection with their supervisory and
enforcement activities and examination policies, including policies with respect to classification of assets and
establishment of adequate credit loss reserves for regulatory purposes. To the extent that this information describes
statutory and regulatory provisions, it is qualified in its entirety by reference to those provisions.

The Company is also under the jurisdiction of the SEC for matters relating to the offer and sale of its securities as well
as investor reporting requirements. The Company is subject to restrictions, reporting requirements, and review
procedures under federal securities laws and regulations. The Company's common stock is listed on the NASDAQ
Global Select Market under the trading symbol “UNB” and accordingly, the Company is subject to the rules of
NASDAQ for listed companies.

Financial Regulatory Reform Legislation

The Dodd-Frank Act. The Dodd-Frank Act comprehensively reformed the regulation of financial institutions and the
products and services they offer. Among other things, the Dodd-Frank Act:

eranted the FRB increased supervisory authority and codified the source of strength doctrine,

provided new capital standards applicable to the Company,

modified the scope and costs associated with deposit insurance coverage,

permitted well capitalized and well managed banks to acquire other banks in any state subject to certain deposit
concentration limits and other conditions,

permitted the payment of interest on business demand deposit accounts,

established the CFPB,

established new minimum mortgage underwriting standards for residential mortgages,

barred banking organizations, such as the Company, from engaging in proprietary trading and from sponsoring and
investing in hedge funds and private equity funds, except as permitted under certain circumstances, and
established the Financial Stability Oversight Council to designate certain activities as posing a risk to the United
States financial systems and recommended new or heightened standards and safeguards for financial institutions
engaging in such activities.

While this legislation is focused principally on changes to the financial regulatory system, several corporate
governance, disclosure and compensation provisions of the Dodd-Frank Act target public companies. The corporate
governance, disclosure and compensation provisions include:

A requirement that public companies solicit an advisory vote on executive compensation ("Say-on-Pay"), an advisory
vote on the frequency of Say-on-Pay votes and, in the event of a merger or other extraordinary transaction, an
advisory vote on certain "golden parachute" payments. At the 2016 annual meeting, the shareholders approved a
Say-on-Pay advisory vote,

Requirements that the SEC adopt rules directing the securities exchanges to adopt listing standards with respect to
compensation committee independence and the use of consultants,

Provisions calling for the SEC to adopt expanded disclosure in the annual proxy statement and other filings,
particularly in the area of executive compensation, such as disclosure of pay versus performance, the ratio of CEO pay
to the pay of a median employee and policies with regard to hedging transactions conducted by employees and
directors,

Provisions that will require the adoption or revision of certain other policies, such as compensation recovery policies
providing for the recovery of executive compensation in the event of a financial restatement, and

A provision clarifying the SEC's authority to adopt rules requiring issuers to include in the proxy solicitations
for shareholder nominations for directors.

Bank Holding Company Regulation

Source of Strength. Under long-standing FRB policy and now codified in the Dodd-Frank Act, bank holding
companies, such as Union Bankshares, are required to act as a source of financial and management strength to their
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subsidiary banks, such as Union, and to commit resources to support them. This support may be called for at times
when a bank holding company may not have the required resources to do so.

Acquisitions and Activities. Under the BHCA, the activities of bank holding companies, such as Union Bankshares
Inc., and those of companies that they control, such as Union, or in which they hold more than 5% of the voting stock,
are limited to banking, managing or controlling banks, furnishing services to or performing services for their
subsidiaries, or certain activities that the FRB has determined to be so closely related to banking, managing or
controlling banks as to be a proper incident thereto. Satisfactory capital ratios, CRA ratings and anti-money
laundering policies are generally prerequisites to obtaining Federal regulatory approval to make acquisitions. Union
Bankshares Inc. has not elected to become a financial holding company.
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Enforcement Powers. The FRB has the authority to issue cease and desist orders against bank holding companies to
prevent or terminate unsafe or unsound banking practices, violations of law and regulations, or conditions imposed by,
or violations of agreements with, or commitments to, the FRB. The FRB is also empowered to assess civil money
penalties against companies or individuals who violate the BHCA or orders or regulations thereunder, to order
termination of nonbanking activities of nonbanking subsidiaries of bank holding companies, and to order termination
of ownership and control of a nonbanking subsidiary by a bank holding company. There are no enforcement actions
currently in place against the Company.

The FRB has the power to prohibit dividends by bank holding companies if their actions constitute unsafe or unsound
practices. The FRB has issued a policy statement on the payment of cash dividends by bank holding companies, which
expresses the FRB's view that a bank holding company should pay cash dividends only to the extent that the
company's net income for the past year is sufficient to cover both the cash dividends and rate of earnings retention that
is consistent with the company's capital needs, asset quality and overall financial condition.

Regulation of Union Bank

Deposit Insurance. As a member of the FDIC, the deposits of Union are permanently insured under the Deposit
Insurance Fund (“DIF”) maintained by the FDIC up to $250,000 per ownership category. Under applicable federal laws
and regulations, deposit insurance premium assessments to the DIF are based on a supervisory risk rating system, with
the most favorably rated institutions paying the lowest premiums. Under this assessment system, risk is defined and
measured using an institution's supervisory ratings, combined with certain other risk measures, including certain
financial ratios and long-term debt issuer ratings. For the year ended December 31, 2016, the Bank's total FDIC
insurance assessment expense was $307 thousand.

Brokered Deposits. The FDICIA restricts the ability of an FDIC insured bank to accept brokered deposits unless it is a
well capitalized institution under FDICIA's prompt corrective action guidelines. Union accepts brokered time and
money market deposits primarily through its membership with the Promontory Interfinancial Network in CDARS and
ICS, respectively. Additionally, Union has established an account with one of its approved investment brokers to
accept brokered deposits as an approved liquidity source.

Community Reinvestment Act ("CRA"). Union is subject to the federal CRA, which requires banks to demonstrate
their commitment to serving the credit needs of low and moderate income residents of their communities. Union
participates in a variety of direct and indirect lending programs and other investments for the benefit of low and
moderate income residents in its local communities. The FDIC conducts examinations of insured banks' compliance
with CRA requirements and rates institutions as "Outstanding," "Satisfactory," "Needs to Improve," and "Substantial
NonCompliance." Failure of an institution to receive at least a "Satisfactory" CRA rating could adversely affect its
ability to undertake certain activities, such as branching and acquisitions of other financial institutions, which require
regulatory approval based, in part, on the institution's record of CRA compliance. In addition, failure of a bank
subsidiary to receive at least a "Satisfactory" rating would disqualify a bank holding company from eligibility to
become or remain a financial holding company under the GLBA. Union has received at least a "Satisfactory" rating
from all CRA compliance examinations by the FDIC.

Federal Reserve Board Policies and Reserve Requirements. The monetary policies and regulations of the FRB have
had a significant effect on the operating results of banks in the past and are expected to continue to do so in the future.
FRB policies affect the levels of bank earnings on loans and investments and the levels of interest paid on bank
deposits and borrowings through the Federal Reserve System's open-market operations in United States government
securities, regulation of the discount rate and terms on bank borrowings from Federal Reserve Banks and regulation of
nonearning reserve requirements. Regulation D promulgated by the FRB requires all depository institutions to
maintain reserves against their transaction accounts (generally, demand deposits, NOW accounts and certain other
types of accounts that permit payments or transfers to third parties) and nonpersonal nontime deposits (generally,
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money market deposit accounts or other savings deposits held by corporations or other depositors that are not natural
persons, and certain types of time deposits), subject to certain exemptions. As of December 31, 2016, Union's reserve
requirement was approximately $891 thousand, which was satisfied by vault cash.

Enforcement Powers. The FDIC and the DFR have the authority to issue orders to banks under their supervision to
cease and desist from unsafe or unsound banking practices, violations of law and regulation, or conditions imposed
by, or violations of agreements with, or commitments to, the FDIC or DFR. The FDIC and the DFR are also
empowered to assess civil money penalties against companies or individuals who violate banking laws, orders or
regulations. There are no enforcement actions currently in place against Union.

Capital Adequacy and Safety and Soundness

Capital Adequacy Guidelines. The FDIC and other federal bank regulatory agencies adopted a final rule for leverage
and risk-based capital requirements and the method for calculating risk-weighted assets which is consistent with
agreements that were

6
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reached by the Basel Committee on Banking Supervision under the so-called Basel III framework and certain
provisions of the Dodd-Frank Act. Among other things, the rule established a common equity Tier 1 capital ratio with
a minimum requirement of 4.5%, increased the minimum Tier 1 risk based ratio from 4.0% to 6.0%, and assigned a
higher risk weight of 150% to exposures that are more than 90 days past due or in nonaccrual status as well as certain
commercial real estate loans that finance the acquisition, development or construction of real property. The final rule
also required accumulated OCI be included for purposes of calculating regulatory capital unless a one time opt-out
election was made during the first quarter of 2015. The Company and Union both made the election. The rule limits a
banking organization's capital distributions and certain discretionary bonus payments if the banking organization does
not hold a "capital conservation buffer" of 2.5% above the minimum capital ratio requirements. The 2.5% capital
conservation buffer requirement will be phased in over a four-year period ending January 1, 2019. Please refer to Note
21(Regulatory Capital Requirements) to the Company's audited consolidated financial statements contained in Item 8
of this annual report on Form 10-K for the capital ratios for the Company and Union as of December 31, 2016 and
December 31, 2015.

A financial institution's failure to meet minimum regulatory capital standards can lead to other penalties, including
termination of deposit insurance or appointment of a conservator or receiver for the financial institution. Risk based
capital ratios are the primary measure of regulatory capital presently applicable to bank holding companies. Risk
based capital guidelines are designed to make regulatory capital requirements more sensitive to differences in risk
profiles among banks and bank holding companies, to account for off-balance-sheet exposure and to minimize
disincentives for holding liquid assets.

Federal bank regulatory agencies require banking organizations that engage in significant trading activity to calculate
a capital charge for market risk. Significant trading activity means trading activity of at least 10% of total assets or $1
billion, whichever is smaller, calculated on a consolidated basis for bank holding companies. Federal bank regulators
may apply the market risk measure to other bank holding companies, as the agency deems necessary or appropriate for
safe and sound banking practices. Each agency may exclude organizations that it supervises that otherwise meet the
criteria under certain circumstances. The market risk charge will be included in the calculation of an organization's
risk based capital ratio. Neither the Company nor Union is currently subject to this special capital charge.

Prompt Corrective Action. FDICIA, among other things, identifies five capital categories for insured depository
institutions (well capitalized, adequately capitalized, undercapitalized, significantly undercapitalized and critically
undercapitalized) and requires the respective federal banking agencies to implement systems for “prompt corrective
action” for insured depository institutions that do not meet minimum capital requirements. FDICIA imposes
progressively more restrictive constraints on operations, management and capital distributions, depending on the
category in which an institution is classified. Failure to meet the capital guidelines could also subject a banking
institution to capital raising requirements. An “undercapitalized” bank must develop a capital restoration plan and its
parent holding company must guarantee that bank's compliance with the plan. The liability of the parent holding
company under any such guarantee is limited to the lesser of 5% of the bank's assets at the time it became
undercapitalized or the amount needed to comply with the plan. Furthermore, in the event of the bankruptcy of the
parent holding company, such guarantee would take priority over the parent's general unsecured creditors. In addition,
FDICIA requires the various federal banking agencies to prescribe certain noncapital standards for safety and
soundness related generally to operations and management, asset quality and executive compensation, and permits
regulatory action against a financial institution that does not meet such standards.

Consistent with the revisions to the capital adequacy rules of the federal banking regulators, effective January 1, 2015,
the FDIC adopted conforming changes to its prompt corrective action regulations. These changes include a new
common equity Tier 1 ratio requirement, with a required minimum ratio of 6.5% for well-capitalized status. The new
regulations also increase the minimum ratio of Tier 1 capital to risk weighted assets for well-capitalized status to
8.0%, from the previous 6.0%.
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The various federal banking agencies have adopted substantially similar regulations that define the five capital
categories identified by FDICIA, using the Tier 1 Capital, Common Equity Tier 1 Capital, Total Capital and Leverage
Ratios as the relevant capital measures. Such regulations establish various degrees of corrective action to be taken
when an institution is considered undercapitalized. Under the regulations as in effect during 2016, a “well capitalized”
institution must have a Tier 1 capital ratio of at least 8.0%, a Common Equity Tier 1 ratio of 6.5%, a total capital ratio
of at least 10% and a leverage ratio of at least 5% and not be subject to a capital directive order.

At December 31, 2016, Union's Tier I and Total Risk Based Capital Ratios were 12.2% and 13.3% respectively, and
its Leverage Capital Ratio was 8.4%, and it is considered well capitalized under applicable regulatory guidelines in
effect as of such date. However, an increase in the amount of capital that the Company or Union must maintain in
order to support a given level of assets would reduce the amount of leverage that our capital could support and
increased volatility could be problematic. Our ability to increase our level of interest earning assets or to allocate those
assets in the best manner to generate interest income may be adversely affected.
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Safety and Soundness Standard. FDICIA, as amended, directs each Federal banking agency to prescribe safety and
soundness standards for depository institutions relating to internal controls, information systems, internal audit
systems, loan documentation, credit underwriting, interest rate exposure, asset growth, compensation, asset quality,
earnings and stock valuation. The Community Development and Regulatory Improvement Act of 1994 amended
FDICIA by allowing Federal banking regulators to publish guidelines rather than regulations concerning safety and
soundness.

FDICIA also contains a variety of other provisions that may affect Union's operations, including reporting
requirements, regulatory guidelines for real estate lending, “truth in savings” disclosure provisions, and the requirement
that a depository institution give 90 days prior notice to customers and regulatory authorities before closing any
branch. Union is subject to §112 of FDICIA, which requires an additional annual reporting to the FDIC, FRB, and
DFR regarding preparation of the annual financial statements, the maintenance of an internal control structure for
financial reporting and compliance with certain designated banking laws, as well as imposition of increased
responsibilities on the Company's external auditor and audit committee.

Dividend Restrictions

As a bank holding company, the Company's ability to pay dividends to its stockholders is largely dependent on the
ability of its subsidiary to pay dividends to it. Payment of dividends by Vermont-chartered banks, such as Union, is
subject to applicable state and federal laws. Under Vermont banking laws, a Vermont-chartered bank may not
authorize dividends or other distributions that would reduce the bank's capital below the amount of capital required in
the bank's Certificate of General Good or under any capital or surplus standards established by the Commissioner of
the DFR. Union does not have any capital restrictions in its Certificate of General Good and, to date, the
Commissioner of the DFR has not adopted capital or surplus standards. Nevertheless, the capital standards established
by the FDIC, described above under "Prompt Corrective Action" apply to Union, and the capital standards of the FRB
apply to the Company on a consolidated basis. In addition, the FRB, the FDIC and the Commissioner of the DFR are
authorized under applicable federal and state laws to prohibit payment of dividends that are determined to be an
unsafe or unsound practice. Payment of dividends that significantly deplete the capital of a bank or a bank holding
company, or render it illiquid, could be found to be an unsafe or unsound practice. Further, the Basel III capital
standards limit a financial institution's ability to pay dividends if it does not maintain a required capital conservation
buffer.

Consumer Protection Regulation

We are subject to a number of federal and state laws designed to protect consumers and prohibit unfair or deceptive
business practices, including the Equal Credit Opportunity Act, the Fair Housing Act, Home Ownership Protection
Act, the Fair Credit Reporting Act, as amended by the Fair and Accurate Credit Transactions Act of 2003 (the “FACT
Act”), GLBA, the Truth in Lending Act, CRA, the Home Mortgage Disclosure Act, the Real Estate Settlement
Procedures Act, the National Flood Insurance Act and various state law counterparts. Union is also subject to laws and
regulations to protect consumers in connection with their deposit or electronic transactions. These laws include the
Truth in Savings Act, the Electronic Funds Transfer Act and the Expedited Funds Availability Act. These laws and
regulations mandate certain disclosure requirements and regulate the manner in which financial institutions must
interact with customers when taking deposits, making loans, collecting loans and providing other services. Further, the
Dodd-Frank Act established the CFPB, which has the responsibility for making rules and regulations under the federal
consumer protection laws relating to financial products and services. The CFPB also has a broad mandate to prohibit
unfair or deceptive acts and practices and is specifically empowered to require certain disclosures to consumers and
draft model disclosure forms. The CFPB is charged with examining banks with assets in excess of $10 billion, while
community banks continue to be examined by their primary regulator. This supervisory structure may lead to
conflicting regulatory guidance for community banks versus larger banks and increase regulatory costs and burdens.
Failure to comply with consumer protection laws and regulations can subject financial institutions to enforcement
actions, fines and other penalties.

Mortgage Reform. The Dodd-Frank Act prescribes certain standards that mortgage lenders must consider before
making a residential mortgage loan, including verifying a borrower’s ability to repay such mortgage loan, and allows
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borrowers to assert violations of certain provisions of the Truth-in-Lending Act as a defense to foreclosure
proceedings. Under the Dodd-Frank Act, prepayment penalties are prohibited for certain mortgage transactions and
creditors are prohibited from financing credit life/disability insurance policies in connection with a residential
mortgage loan or home equity line of credit. In addition, the Dodd-Frank Act prohibits mortgage originators from
receiving compensation based on the terms of residential mortgage loans and generally limits the ability of a mortgage
originator to be compensated by others if compensation is received from a consumer. The Dodd-Frank Act requires
mortgage lenders to make additional disclosures prior to the extension of credit, in each billing statement, and for
negative amortization loans and hybrid adjustable rate mortgages. Additionally, the CFPB published rules and forms
that combined certain disclosures that consumers receive in connection with applying for and closing on a mortgage
loan under the Truth in Lending Act (Regulation Z) and the Real Estate Settlement Procedures Act (Regulation X),
also known as the TILA and RESPA Integrated Disclosures, or TRID. TRID established new disclosure timing
requirements and applies to most closed-end consumer credit transactions secured by real property.

Privacy and Customer Information Security. The GLBA requires financial institutions to implement policies and
procedures regarding the disclosure of nonpublic personal information about consumers to nonaffiliated third parties.
In general, we must
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provide our customers with an annual disclosure that explains our policies and procedures regarding the disclosure of
such nonpublic personal information or provide notice as to where our policies and procedures may be accessed.
Except as otherwise required or permitted by law, we are prohibited from disclosing nonpublic personal information
except as provided in such policies and procedures. The GLBA also requires that we develop, implement and maintain
a comprehensive written information security program designed to ensure the security and confidentiality of customer
information (as defined under the GLBA), to protect against anticipated threats or hazards to the security or integrity
of such information; and to protect against unauthorized access to or use of such information that could result in
substantial harm or inconvenience to any customer. We are also required to send a notice to customers whose “sensitive
information” has been compromised if unauthorized use of this information is “reasonably possible.” Most of the states,
including the states where we operate, have enacted legislation concerning breaches of data security and our duties in
response to a data breach. Congress continues to consider federal legislation that would require consumer notice of
data security breaches. Pursuant to the FACT Act, we have developed and implemented a written identity theft
prevention program to detect, prevent, and mitigate identity theft in connection with the opening of certain accounts or
certain existing accounts.

Additionally, the FACT Act amends the Fair Credit Reporting Act to generally prohibit a person from using
information received from an affiliate to make a solicitation for marketing purposes to a consumer, unless the
consumer is given notice and a reasonable opportunity and a reasonable and simple method to opt out of the making
of such solicitations.

Home Mortgage Disclosure Act (“HMDA”). HMDA makes information available to the public that helps to show
whether financial institutions are serving the housing credit needs of their neighborhoods and communities. The Act
requires institutions to gather and compile data about loan applications for home purchase, home improvement and
refinances where both the old loan and new loan are secured by a dwelling. In accordance with the Dodd-Frank Act
the CFPB has adopted regulations that require additional information be gathered and compiled about loan terms,
underwriting practices and loan pricing. The information must be compiled each calendar year on a Loan/Application
Register, sent to the FDIC by March 15¢ of the following year and made available to the public no later than March
31st. The Federal Financial Institutions Examinations Council prepares a series of tables that comprise the disclosure
statement for each reporting institution. HMDA applies to financial institutions that have their main office or any
branch in a Metropolitan Statistical Area ("MSA"). Union is subject to HMDA as it has branch offices within the
Burlington, Vermont MSA.

Regulation of Other Activities

Transactions with Related Parties. The Company's and Union's authority to extend credit, purchase or sell an asset
from or to their directors, executive officers and 10% or more stockholders, as well as to entities controlled by such
persons, is currently governed by the requirements of the Federal Reserve Act and Regulation O of the FRB
thereunder. Among other things, these provisions require that extensions of credit to insiders (i) be made on terms that
are substantially the same as, and follow credit underwriting procedures that are not less stringent than those
prevailing for comparable transactions with unaffiliated persons and that do not involve more than the normal risk of
repayment or present other unfavorable features and (ii) not exceed certain limitations on the amount of credit
extended to such persons, individually and in the aggregate, which limits are based in part, on the amount of the bank's
capital. Under guidelines, any related party transaction, including a loan, must be reviewed by the Company's Audit
Committee. In addition, under the federal SOX Act (discussed below), the Company, itself, may not extend or arrange
for any personal loans to its directors and executive officers. The Company has a Related Persons Transactions
Approval Policy administered by the Company's Audit Committee which incorporates applicable regulatory
guidelines and requirements.

Interstate Banking. The Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994 authorized an
adequately capitalized and managed bank holding company to acquire banks based outside its home state, generally
without regard to whether the state's law would permit the acquisition, and also authorized banks to merge across state
lines thereby creating interstate branches. In addition, this Act authorized banks to acquire existing interstate branches
(short of merger) or to establish new interstate branches. States were given the right, exercisable before June 1, 1997,
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to prohibit altogether or impose certain limitations on interstate mergers and the acquisition or establishment of
interstate branches. The Dodd-Frank Act removed remaining state law impediments to de novo interstate branching.
Although interstate banking and branching may result in increased competitive pressures in the markets in which the
Company operates, interstate branching may also present competitive opportunities for locally-owned and managed
banks, such as Union, that are familiar with the local markets and that emphasize personal service and prompt, local
decision-making. The ability to branch interstate has also benefited Union, as it permitted the expansion of its banking
operations into New Hampshire, with the conversion of its loan production office in Littleton to a full service branch
in March of 2006, the May 2011 acquisition of three New Hampshire branches, and the opening of a full service
branch in Lincoln, New Hampshire in 2014.

Affiliate Restrictions. Bank holding companies and their affiliates are subject to certain restrictions under the Federal
Reserve Act in their dealings with each other, such as in connection with extensions of credit, transfers of assets, and
purchase of services among affiliated parties. The Dodd-Frank Act further tightened these restrictions. Generally,
loans or extensions of credit, issuances of guarantees or letters of credit, investments or purchases of assets by a
subsidiary bank from a bank holding company or its
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affiliates are limited to 10% of the bank's capital and surplus (as defined by federal regulations) with respect to each
affiliate and to 20% in the aggregate for all affiliates, and borrowings are also subject to certain collateral
requirements. These transactions, as well as other transactions between a subsidiary bank and its holding company or
other affiliates must generally be on arms-length terms, that is, on terms comparable to those involving nonaffiliated
companies. Further, under the Federal Reserve Act and FRB regulations, a bank holding company and its subsidiaries
are prohibited from engaging in certain tie-in-arrangements in connection with extensions of credit or lease or sale of
property, furnishing of property or services to third parties. The Company and Union are subject to these restrictions
in their intercompany transactions.

Bank Secrecy Act. Union is subject to federal laws establishing record keeping, customer identification and reporting
requirements pertaining to large or suspicious cash transactions, purchases of other monetary instruments and the
international transfer of cash or monetary instruments that may signify money laundering. Provisions designed to help
combat international terrorism, were added to the Bank Secrecy Act by the 2001 USA Patriot Act. These provisions
require banks to avoid establishing or maintaining correspondent accounts of foreign off-shore banks and banks in
jurisdictions that have been found to fall significantly below international anti-money laundering standards. U.S.
banks are also prohibited from opening correspondent accounts for off-shore shell banks, defined as banks that have
no physical presence and that are not part of a regulated and recognized banking company. The USA Patriot Act
requires all financial institutions to adopt an anti-money laundering program and to establish due diligence policies,
procedures and controls that are reasonably designed to detect and report instances of money laundering in United
States private banking accounts and correspondent accounts maintained for non-U.S. persons or their representatives.

The due diligence requirements issued by the Department of Treasury require minimum standards to verify customer
identity and maintain accurate records, encourage information sharing cooperation among financial institutions,

federal banking agencies and law enforcement authorities regarding possible money laundering or terrorist activities,
prohibit the anonymous use of “concentration accounts” and require all covered financial institutions to have in place an
anti-money laundering compliance program. In addition, the USA Patriot Act amended certain provisions of the

federal Right to Financial Privacy Act to facilitate the access of law enforcement to bank customer records in
connection with investigating international terrorism.

The USA Patriot Act also amends the BHC Act and the Bank Merger Act to require the federal banking agencies to
consider the effectiveness of a financial institution's anti-money laundering program when reviewing an application
under these acts.

SOX Act. This far reaching federal legislation was generally intended to protect investors by strengthening corporate
governance and improving the accuracy and reliability of corporate disclosures made pursuant to federal securities
laws. The SOX Act includes provisions addressing, among other matters, the duties, functions and qualifications of
audit committees for all public companies; certification of financial statements by the chief executive officer and the
chief financial officer; the forfeiture of bonuses or other incentive-based compensation and profits from the sale of an
issuer’s securities by directors and senior officers in the twelve month period following initial publication of any
financial statements that later require restatement; disclosure of off-balance sheet transactions; a prohibition on
personal loans to directors and officers, except (in the case of banking companies) loans in the normal course of
business; expedited filing requirements for reports of beneficial ownership of company stock by insiders; disclosure of
a code of ethics for senior officers, and of any change or waiver of such code; the formation of a public accounting
oversight board; auditor independence; disclosure of fees paid to the company's auditors for non-audit services and
limitations on the provision of such services; attestation requirements for company management and external auditors,
relating to internal controls and procedures; and various increased criminal penalties for violations of federal securities
laws.
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NASDAQ. In response to the SOX Act, the NASDAQ Exchange on which the Company's common stock is listed,
implemented new corporate governance listing standards, including rules strengthening director independence
requirements for boards and committees of the board, the director nomination process and shareholder communication
avenues. These rules require the Company to annually certify to the NASDAQ, after each annual meeting, that the
Company is in compliance and will continue to comply with the NASDAQ corporate governance requirements.

Taxing Authorities. The Company and Union are subject to income taxes at the Federal level and are individually
subject to state taxation based on the laws of each state in which they operate. The Company and Union file a
consolidated federal tax return with a calendar year end. The Company and Union have filed separate tax returns for
each state jurisdiction affected for 2015 and will do the same for 2016. No tax return is currently being examined or
audited by any taxing authority that the Company is aware of. The taxing authorities also regulate the information
reporting requirements that Union is subject to which continue to increase and require resources to comply with.

Available Information

The Company files annual, quarterly, and current reports, proxy statements, and other documents with the SEC under
the Securities Exchange Act of 1934 (the “Exchange Act”). The public may read and copy any materials that Union
Bankshares, Inc. has filed
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with the SEC at the SEC's Public Reference Room at 100 F Street, NE, Washington, DC 20549-0213. The public may
obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. Also, the
SEC maintains an Internet website that contains reports, proxy and information statements, and other information
regarding issuers, including Union Bankshares, that file electronically with the SEC. The public can obtain any
documents that the Company has filed with the SEC at www.sec.gov.

Our Internet website address is www.ublocal.com. Our annual reports on Form 10-K, quarterly reports on Form 10-Q,
current reports on Form 8-K, including any amendments to those reports filed or furnished pursuant to section 13(a) or
15(d), proxy statements filed pursuant to Section 14(a) and reports filed pursuant to Section 16, 13(d) and 13(g) of the
Exchange Act are available free of charge through the Investor Relations page of our website as soon as reasonably
practicable after they are electronically filed with, or furnished to, the SEC. The information on our website is not
incorporated by reference into this report.

The Company will also provide copies of its 2016 Annual Report on Form 10-K, free of charge, upon written request
to its Treasurer at the Company's main address, PO Box 667, Morrisville, VT 05661-0667. Shareholder meeting
materials for our 2017 annual meeting are available at www.materials.proxyvote.com/905400 no later than the date on
which they are mailed to shareholders.
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PART II

Item 6. Selected Financial Data

The selected financial data presented in the table below depicts several measurements of performance or financial
condition over a period of time. The following information should be read in conjunction with the consolidated
financial statements and related notes and with other financial data in the Company's Annual Report on Form 10-K for
the year ended December 31, 2016.

At or For The Years Ended December 31,

2016 2015 2014 2013 2012

(Dollars in thousands, except per share

data)

Investment securities $66,555$59,327$52,964$45,492$26,126

Loans and loans held for sale 541,093 506,141 490,721 464,953 455,159

Allowance for loan losses 5,247 5,201 4,694 4,647 4,657

Financial Condition Data:

Total assets 691,381 628,879 624,063 585,443 577,256
Deposits 597,660 560,408 552,064 518,354 509,993
Borrowed funds 31,595 9,564 15,118 13,216 15,747
Stockholders' equity 56,279 53,568 51,434 49,820 45,046
Operating Data:
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