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GENERAL | NFORIVATI ON

The Community Rei nvestnment Act (CRA) requires each Federal financial supervisory
agency to use its authority when examning financial institutions subject to its
supervision, to assess the institution's record of neeting the credit needs of
its entire community, including |ow and nopderate-incone nei ghborhoods,
consistent with safe and sound operation of the institution. Upon conclusion of
such exam nation, the agency nust prepare a witten evaluation of the
institution's record of neeting the credit needs of its conmunity.

This docunent is an eval uation of the CRA performance of Bank of Carroll,
Hllsville, Virginia, prepared by The Federal Reserve Bank of Richnond, the
institution's supervisory agency, as of March 9, 1998. The agency rates the CRA
perfornmance of an institution consistent with the provisions set forth in
Appendi x A of 12 CFR Part 228.

I NSTI TUTION'S CRA RATING This institution is rated Satisfactory.

The bank’s | oan-to-deposit ratio appears reasonable in relation to denmand for
credit in the assessnent area. A substantial majority of |oans sanpled during
the exanination were provided to residents of the assessnent area. The
institution's level of lending to |l ow and noderate-incone borrowers and the
geographi c distribution of |ending appear reasonable given the institution's
si ze, branch |l ocations, and denopgraphics of the area.



DESCRI PTI ON OF | NSTI TUTI ON

Bank of Carroll operates three offices located in Carroll County, Virginia. As
of Decenber 31, 1997, the bank had total assets of $71 nmillion, of which $41
mllion (57% were | oans. Various deposit and | oan products are avail able
through the institution including residential nortgage, consuner, business, and
agricultural loans. The loan portfolio as of Decenber 31, 1997, was conpri sed
of 73%real estate secured (consuner and business), 17% consuner, and 10%
conmercial /fagricultural. Based on the nunber and doll ar anmpbunts of | oans

ext ended during the previous six nonths, unsecured consuner | oans and
residential nortgage | oans were identified as the principal credit products
offered by the bank. The institution's previous CRA rating was satisfactory.

DESCRI PTI ON OF ASSESSMVENT AREA

The Bank of Carroll’'s assessnent area is conprised of Carroll County, Virginia,
including the City of Galax. The area also includes portions of Grayson County,
Virginia (bl ock nunbering areas 9901 and 9902) and Surry County, North Carolina
(bl ock nunbering areas 9903, 9905, and 9907).

According to the 1990 census data, the assessnent area has a popul ation 62,518
and contains 14 bl ock nunbering areas (BNAs). Two of the BNAs are considered
| ow-i ncone, one is noderate-inconme, and 11 are m ddl e-i ncone; no upper-incone
BNAs are included within the bank’s market. The two | owincome areas are
unpopul at ed. Twel ve percent and 88% of the popul ation reside in noderate- and
m ddl e-i ncone BNAs, respectively. The 1997 nedian famly incone for
nonmetropolitan areas of Virginia is $34, 800.

Several |arge businesses in the area provide enpl oynent opportunities including:
Vaughan Furniture Conpany, Twin County Regional Hospital, Sara Lee Knit
Products, Consolidated dass and Mrror, Dixon Lunber Conpany, Gal ax Appare
Corporation, and Webb Furniture Enterprises. January 1998 unenpl oynment rates
ranged from2.9%in the Gty of Galax to 6.3%in Gayson County. The jobless
rate for the Commonweal th was 3. 7%

A community contact was nade with a representative froma |local trade
association to further assist in evaluating the bank’'s CRA performance. The
contact indicated that local financial institutions are adequately neeting the
credit needs of the conmunity.

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A:

LOAN- TO- DEPCSI T RATI O

The institution is responsive to area | oan demand. During the six-quarter

peri od endi ng Decenber 1997, the quarterly average |oan-to-deposit ratio for al
banks headquartered in nonnetropolitan areas of Virginia and of sinilar asset
size to Bank of Carroll ranged from67%to 72% The institution's average | oan-
to-deposit ratio for a six-quarter period ending Decenber 1997 is 67% and neets
standards for satisfactory performance given the institution's financial
capacity, size, and current |ocal econonic conditions.



LENDI NG | N ASSESSMVENT AREA

To determine the institution's volune of lending within the assessnent area, 100
of 205 consuner unsecured |oans and 49 of a total of 69 residential nortgage

| oans extended during the previous six nonths were reviewed. The | ending
distribution is represented in the follow ng table.

Conpari son of Credit Extended |Inside and Qutside of Assessnent Area

I nsi de CQut si de
Assessnment Area Assessnment Area Tot al
Total Nunber of Loans 127 22 149
Per cent age of Tot al
Loans 85% 15% 100%
Total Anount of Loans
(000" s) $2, 730 $373 $3, 103
Per cent age of Tot al
Anount 88% 12% 100%
As illustrated above, a substantial majority of the nunber and dollar anounts of

t he sanpled | oans were provided to residents of the assessnent area.

LENDI NG TO BORROVNERS OF DI FFERENT | NCOVES AND TO BUSI NESSES OF DI FFERENT SI ZES
A review of the 84 consuner unsecured and 43 residential nortgage |oans extended
within the assessnent area was conducted to anal yze borrower incone
characteristics. The following charts illustrate the distribution of the
sanpl ed | oans by the incone | evel of the borrower.

Distribution of Loans by Incone Level of the Borrower

Consuner Unsecured Loans

Low Moder at e- M ddl e- Upper -

| ncone | ncone | ncone | ncone Tot al
Total Nunmber of Loans 26 28 19 11 84
Per cent age of Tot al
Loans 31% 33% 23% 13% 100%
Total Ampunt of Loans
(000' s) $56 $72 $68 $55 $251
Per cent age of Tot al
Loans 22% 29% 27% 22% 100%




Resi denti al

Mort gage Loans

Low Moderate | M ddl e- Upper -
I ncome -l ncone I ncome I ncome Tot a
Total Nunmber of Loans 2 8 10 23 43
Per cent age of Tot al
Loans 504 19% 23% 53% 100%
Total Anpunt of Loans
(000" s) $143 $259 $438 $1, 639 $2, 479
Per cent age of Tot al
Loans 6% 10% 18% 66% 100%
For purposes of conparison, the chart bel ow depicts the distribution of famlies

residing in the assessnent area according to | ow, noderate-, niddle-, and
upper-incone |evels.
Percentage of Families in Assessnent Area by | ncone Level
Low Moder at e- M ddl e- Upper -
I ncome I ncome I ncome I ncome Tot al
Percent of Fanilies 22% 21% 26% 31% 100%

The vol une of consuner unsecured | oans extended to | ow and noderate-incone
residents (64% substantially exceeds the representation of such famlies within
the assessnent area (43%.

The percentage of residential nortgage | oans extended to noderate-incone
residents (19% closely corresponds to the proportion (21% of noderate-incone
famlies residing in the market. The portion of residential nortgage | oans
extended to | owincone applicants (5% is significantly | ower than the
percentage (22% of such famlies within the assessment area. Wth 11% of
famlies in the market area living below the poverty |evel, however, the

ef fective demand for residential nortgage | oans by these borrowers may be
[imted.

Overall, the distribution of consuner
i s considered reasonabl e given | oca
esti mat ed demand for these | oans,

unsecured and residential nortgage | oans
econonic conditions and relative to
usi ng area denographics as a proxy.

GECGRAPHI C DI STRI BUTI ON OF LOANS

The review of loan files also included an anal ysis of |ending anbng BNAs within
the assessnment area. As previously nentioned, there are no upper-incone or
popul ated | owincone BNAs within the assessnent area. The distribution of
sanpled is presented in the foll owing tabl es.

| oans



Distribution of Loans in Assessnent Area by Incone Level of BNA

Consuner Unsecured Loans

Moder at e- 1 nconme | M ddl e-1 ncone Tot al
Total Nunmber of Loans 3 81 84
Percent age of Total Loans 4% 96% 100%
Total Anpunt of Loans
(000" s) $5 $246 $251
Percent age of Total Loans 2% 98% 100%

Distribution of Loans in Assessnent Area by Incone Level of BNA

Resi denti al Mbrtgage Loans

Mbder at e- 1 nconme | M ddl e-1 ncone Tot al
Total Nunber of Loans 2 41 43
Percent age of Total Loans 5% 95% 100%
Total Anpunt of Loans
(000' s) $120 $2, 359 $2, 479
Percent age of Total Loans 5% 95% 100%
Overall, the percentage of sanpled | oans provided in nboderate-incone areas (4%

i s somewhat | ower than the percentage of population residing in such areas
(12% . As noted earlier, of the 12 popul ated BNAs in the assessnent area, only
one is considered noderate-incone. This BNA is located in Grayson County. Al
three of the bank’s offices are located in Carroll County, Virginia. As a
result, higher loan volune is distributed in Carroll County. Based on the
branch | ocati ons and area denographics, the geographic distribution of the
sanpl ed | oans is considered reasonabl e.

COVPLI ANCE W TH ANTI DI SCRI M NATI ON LAWS AND REGULATI ONS

No credit practices inconsistent with the substantive provisions of fair housing
and fair lending laws and regul ations were identified. A technical violation of
the Equal Credit Opportunity Act’'s Regulation B was noted. Adequate poli cies,
procedures, and training prograns have been devel oped to support

nondi scrimnation in lending and credit activities.



