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PUBLIC DISCLOSURE

May 20,2019

COMMUNITY REINVESTMENT ACT PERFORMANCE EVALUATION

The Fauquier Bank

976226

P.O. Box 561

Warrenton, Virginia 20186

Federal Reserve Bank of Richmond
P. O. Box 27622

Richmond, Virginia 23261

NOTE: This document is an evaluation of this institution's record of meeting the credit
needs of its entire community, including low- and moderate-income
neighborhoods, consistent with safe and sound operation of the institution. This
evaluation is not, nor should it be construed as, an assessment of the financial
condition of this institution. The rating assigned to this institution does not
represent an analysis, conclusion or opinion of the Federal financial supervisory
agency concerning the safety and soundness of this financial institution.
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COMMUNITY REINVESTMENT ACT PERFORMANCE EVALUATION

INSTITUTION'S CRA RATING: This institution is rated: Satisfactory.
The Lending Test is rated: Satisfactory.
The Community Development Test is rated: Satisfactory.

The major factors supporting this rating include:

a The bank's loan-to-deposit ratio is considered reasonable given bank capacity and the demand
for credit within the assessment area.

A majority of the institution's Home Mortgage Disclosure Act (HMDA) and small business
loans considered in the evaluation were originated within the bank's assessment area.

The bank's borrower distribution performance (lending to low- and moderate- income
borrowers and small businesses having annual revenues of $1 million or less) is considered
excellent overall.

. The bank's geographic distribution performance (lending in low- and moderate- income
census tracts) is considered reasonable overall.

o There have been no complaints regarding the bank's Community Reinvestment Act (CRA)
performance since the previous CRA evaluation.

o The bank's responsiveness to the community development needs of its assessment area
through community development loans, qualified investments, and services is considered
adequate.

SCOPE OF EXAMINATION

The Fauquier Bank (TFB) was evaluated using the interagency examination procedures for intermediate
small institutions developed by the Federal Financial Institutions Examination Council. Consistent with
these procedures, all residential mortgage loan originations reported by the institution in accordance
with the HMDA during calendar years2016 and20l7 were reviewed. Additionally, small business
loans are considered to be a primary product line, and all small business originations in 2016 and2017
were considered in the evaluation.

Qualified community development loans and services were considered since the previous evaluation
(February 9,2015). All qualified investments made during this same period and those outstanding as of
the date of this evaluation, regardless of when made, were also considered.

To help determine the availability of community development opportunities in the assessment area, the
CRA public evaluations of other financial institutions within the assessment area were reviewed.
Additionally, a member of the community was contacted to discern information about local economic
conditions, local credit needs, performance of banks in the assessment area, and potential community
development opportunities.

DESCRIPTION OF INSTITUTION

TFB is headquarted in Warrenton, Virginia, and operates 11 branches within the Commonwealth of
Virginia. The bank is a wholly owned subsidiary of Fauquier Bankshares, Inc., a single-bank holding
company headquartered in Warrenton, Virginia. In addition, the bank holds equity ownership interests
in Bankers Insurance, LLC and Bankers Title Shenandoah, LLC through its subsidiary, Fauquier Bank
Services, Inc. TFB received a Satisfactory rating at its prior CRA evaluation dated February 9,2015.
No known legal impediment exists that would prevent the bank from meeting the credit needs of its
assessment area.

o
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As of March3l,20l9, TFB held assets totaling $700 million, of which 77.1% were net loans and 10%
were securities. As of the same date, deposits totaled $592.5 million. Various deposit and loan products
are available through the institution including loans for residential mortgage, consumer, and small
business purposes. The composition of the loan portfolio using gross loans, as of March 31, 2019, is
represented in the following table.

Cornpositiou of Loau Portfolio

Loau:T,!?e
S(000s) o,/o

Securrd br, 1-l Familv ch.r.e lli*gs 150.018 45.9

Multifanrily 479 0.1

Cons trrrction a r:<1 Der.elqpureut 69.974 11.8

Co rnnercia I rt Iuclu s tria[,'

NouFann NonRes identia I
207.065 l8.il

Consrurer Loans aucl Creclit Cards 14.646 2,7

A grictrltur.r I Loans;' Faur:land :.9:8 0.5

All Other 100 0.0

Total '5451220 100.a

As indicated in the preceding table, TFB is an active commercial/small business and residential
mortgage lender, with other loan products comprising a nominal amount of the loan portfolio. As such,
the volume of small business and reported HMDA loans led to their consideration in the evaluation.

DESCRIPTION OF WASHINGTON-ARLINGTON-ALEXANDRIA, VA ASSESSMENT AREA

TFB serves one assessment area within the Washington-Arlington-Alexandria, DC-VA-MD-WV
Metropolitan Statistical Area (MSA) including the counties of Fauquier and Prince William, as well as

the cities of Manassas and Manassas Park.

As of June 30,2018, TFB ranked 6th out of 21 financial institutions in local deposit market share
according to data compiled by the Federal Deposit Insurance Corporation and held7.3% of the
assessment area's deposits (credit union deposits are not included). Additionally, accordingto 2017
aggregate data, the bank ranked 58th o$ of 44g lenders in reported mortgage lending with a .4o/o market
share.

Based on 2010 American Community Survey (ACS) data, the assessment area served by the bank has a
total population of 519,299 and a median housing value of $374,179. Within the assessment area, the
owner-occupancy rate is 68.90/o, which is higher than the owner-occupancy rates of both the
Commonwealth of Virginia (61 .8Yo) and the Washington-Arlington-Alexandria, DC-VA-MD-WV MSA
(59.6%). Alternatively, the percentage of families living below the poverty level in the assessment area
(4.3%) is lower than the rate in the Commonwealth of Virginia (7.2%) and the Washington-Arlington-
Alexandria, DC-VA-MD-WV MSA (5.2%). The Washington-Arlington-Alexandria, DC-VA-MD-WV
MSA median family income during 2016 equaled $105,700. The following table includes pertinent
demographic data for the assessment area in 2016.
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As s e s s ruent Ale a D eruogrn nhics

'lVas hirrg fon-Ar:lington-A lexanchin, VA
{&ased ou.2A'.}.4,,IC.SDara and 2016 D88 ltyblntarlon)

hcoure
C ategories*

Trnr.t Distribnti ou Faur ili es b1' Trnct
Fnurilies < Polcrty as a
o/o of Fnmilies by Tract

Fanilies by Famili'
fu coru e

o_
-'o

0'/o o..'
:;G

l /o

L orr' 3 1"8 .+,460 3.6 581 13.0 15,: 14 'I'l )

Moderate ")o
:Ll 3i.489 ?6.8 1 l<n t.0 13.468 18.8

lvliddlr 1U 459 55=3?8 ii t++! 1,66,{ 3.0 29,843 ?3.9

Upper 21 ?4? JT-J/J "li , 7{i 46.515 37.1

\A I 0.9 0 0.0 il 00
Totol i09 lB0.t] Jl.},oid 1CIl.0 I ??0 4,-i i:-\ OJD ]00.0

Orvnel O ccnpied tluits
by Trart

Householdb

HHs b1'Tract EIls <Por"ertv bv Trart HHs b1'EH fucoure

.,/i t 1,.;
$"t'o 0/:

L on' 2_778
,)?

6.860 6JJ 12"1 18,996 1?,8

IIo derate 37"184 ')') ? 46,576 TA{ 3"661 7.9 t8,t37 17.3

lvliddl+ 58.140 478 7:f ,lf,5 44'1 2,806 39 3 5,1 09 ')l {

Upper I3 "699 :7"6 37-185 11 0 1.00? ]T 70,s54 43"4

NA 0 0.0 0 0.0 0 0.0

Tatat I2t,00I t00.4 /o-i, /,gd 10a,0 8,.30i i.t 163,t86 t04,0

Tctal Susinesse.s b1'

Tla ct

Busilesses bn' Tract aud Rerrnme S ize

Less thau or: $1

llilli ctt
Ot'er $1 llilliou Rerpnue uot Reported

9'o I % o.lto

L orv 517 ]a 458 il 1 56 _t.6 3 11

Ifoderste 5,484 5,143 314 10.1 '1?
18.8

trliddle 1 i =t65 4?.6 10,283 46.8 918 5S.7 6.1 44"4

Upper 6.419 l70 6.091 1'?'l 276 li "6 50 -14. /

NA l 0.0 J 00 0 0.0 0 0_0

Totnl l-1,68,5 tCI},4 :/,p80 j40.0 J,.lf4 100,0 t+1 1CIg,0

P erceutage of Torll Busiuesses o)a 6.6 0.6

'l'-\i{ - ?itrr rs :r'iiirr:ru I h * us eh o ld * r ft nt i f iw a n e * s * 1z pl i c * b I e

While ACS data is collected and published by the U.S. Census Bureau on an annual basis, the
demographic data relied upon in this performance evaluation is based on ACS datathat is updated once
every five years. The most recent update became available in20l7 resulting in demographic differences
between 2016 and2017. Accordingly, the following information is based upon the updated survey data
for the 2017 analysis.

Based on 2015 ACS data, the assessment area served by the bank has atotal population of 561,102 and a
median housing value of 5329,97 8. Within the assessment area, the owner-occupancy rate is 68.3oA,
which is higher than the owner-occupancy rates of both the Commonwealth of Virginia (59.2%) and the
Washington-Arlington-Alexandria, DC-VA-MD-WV MSA (57.8%). The percentage of families living
below the poverty level in the assessment area (5%) is lower than the rate in the Commonwealth of
Virginia (8.2%) and the Washington-Arlington-Alexandria, DC-VA-MD-WV MSA (6.1%). The
Washington-Arlington-Alexandria, DC-VA-MD-WV MSA median family income during 2017 equaled
$107,600. The following table includes pertinent demographic data for the assessment aieain20I7.
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Ass essrnent Alen D emographics

\Yas hir g ton-Arlirr gtou-Alexandrin, YA
{Sosocf ou }015.'IC.9 D.rrd md 3017 D&B Injbtlil{ttizil)

furoute
C ategolies*

Tract Distlibution Frrrilies b1'Tlnct
Fnurilies < Porcrtl' ns a

9:o of Fnurilies b1'Tract
Faruilies b1'faruil1'

Iursute

d,:o o:
.ro

o..o o-':o

L o:r' l 1.8 I J{{ 1A i99 16,3 18.16: :0.8

]lIoderute l1 i6_+ .11_430 _1U-f 3,648 8.8 t{ 1?i 185

tr'liddle +-\ 41.1 51.416 lE.6 1 ndq t9 t0.430 11 I

L;pper l0 :;6 39,518 l9 I 618 l.O ql QQ) _t$-_1

1 0.9 0 0.0 0 0.0

Totnl t09 ifi0.4 Iti.tlo I00.0 6,7 51 i/) lJ.t,81P 100.0

Ol-ner O ccupi ed Liuits
b1'Trnct

Househ olcls

I{I{ s b1' fra c t fl Hs < P o'r'ern' b1' Trart flRs b1'I{I{ Inroure

c.i
.:?

o.//t o;
.,9 !o

L o:r' Jif 0.6 ? {ri 1.0 50i 1-.t 1 15.061 19.7

llc'dsrate t 1 ?'i'1 l1 / 58,109 't.) i 5,1 05 8.8 i 1 l')o 17.7
'ln ')\tiddle i) {nJ 41-l 69.413 39.1 3.374 4.9 35.856

Llpper 41.611 lt.6 46,+78 ']('l 1.041 )'l 7-s.199 4t.1

IA 0 00 0 00 0 0.0

Totn! i.?ioij iaa.0 / 7I id; lDtl.D t 0.0J4 i,d ;71 fd i 140.0

Total Businesses b1

frnct

Business es b1' Trnct and Rerenue Size

Less thrn or:Sl^
IIilli on

0r-er Sl ]Iilliau Rercuue uot nepslted

oi,c :.'o ,q,;
o_jo

L $rv 1.1 /il ,, 1.0 22 11t-i ) 1.5

X'{ o drrate 6,597 30.6 5 qgj 30: 358 i8 t66
}{iddl* 8.57+ 19,8 7_791 JYJ 715 -+o I 38.5

t"i pper 6. i-l 1 ta i 5.8t5 295 161 16.6 .ti 31.1

\A 3 0.0 : i). i) I 0.1 0 0"0

Total :"J, i3p r00,0 J.q,,s:.i t00.0 I f 7I I00.0 / +-1 !00.0

Perceutage of Tctal Busiuesse.s: oln / -_r 07

Local county government and school boards provide a large portion of employment opportunities for
residents. Aside from the aforementioned entities, the largest employers include Fauquier Health
System, Wal-Mart, Morale Welfare and Recreation, Sentara Healthcare, Wegmans, Micron Technology,
Lockheed Martin, and Prince William Hospital.
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Recent and historical unemployment rates since the previous evaluation are included in the following
table.

While unemployment rates across the MSA have remained consistent with the statewide average since
the previous evaluation, unemployment rates across the assessment area have been regularly lower than
that of the MSA. Fufther, unemployment rates have seen a downward trend across all parts of the
assessment area since the previous evaluation indicating improving economic conditions.

A local affordable housing official was recently contacted to assist in evaluating the bank's CRA
performance. The housing official described alarge need for affordable housing targeting low-income
families within the assessment area. As such, opportunities exist to assist in funding affordable housing
projects in the area. While acknowledging this need, the contact stated that, overall, banks are
reasonably meeting the financial needs of the local community.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS

Reported residential mortgage data as well as originated small business loan data from calendar years
2016 and2017 werc fully analyzed and considered in this evaluation. As previously noted, while ACS
data is collected and published by the U.S. Census Bureau on an annual basis, the demographic data
relied upon in this performance evaluation is based on ACS datathat is updated once every five years.
The most recent update occurred in20l7. As such, when evaluating the bank's performance, relevant
area demographic data from both the 2010 and 2015 ACS is used as a proxy for demand. Dun &
Bradstreet (D&B) business demographic data from 2016 and20l7 is also considered when evaluating
the bank' s performance.

Aggregate HMDA and small business dataarc from calendar years 2016 and2017. Aggregate data used
as a proxy for the bank's HMDA lending includes all activity reported by lenders subject to reporting
HMDA data that originated such loans within the bank's assessment area. Similarly, the aggregate
small business lending data includes all lenders subject to reporting small business data. Because TFB
is not subject to data collection and reporting for the CRA, its small business lending activity is not
included in the small business loan aggregate data; however, the data nonetheless serves as a meaningful
proxy for demand.

To evaluate the borrower and geographic distribution for a specific loan category within the assessment
area, primary emphasis is placed on the number (and corresponding percentage) of loans originated. To
arrive at an overall conclusion regarding the distribution of lending, performance in each loan category
is then generally weighted by dollar volume of such loans made in the assessment area. In 2016 and
2017, TFB originated $56.2 million in HMDA lending and $41.9 million in small business lending
within the assessment area. Accordingly, in instances where the bank's performance varies by product,
HMDA lending generally receives greater weight in the overall conclusion.

While HMDA loan data and small business data from calendar years 2016 and2017 were fully analyzed
and considered in the evaluation, only bank and aggregate data from 2017 are presented in the
assessment area analysis tables. In instances where the 2016 HMDA and small business performance
varies significantly from the performance noted during 2017, such variance and the corresponding
impact on the overall performance is discussed.
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Geographic Area March 2015 March 2016 March 2017 March 2018 March 2019

Fauquier County, VA 43% 3.6% 35% 2.8% 2.804

Prince William County, VA 4.5% 3.7% 3.7% 3% 2.8o/o

Manassas City, VA 4.6% 3.8% 3.8% 2.9% 2.8%

Manassas Park City, VA 4.6% 39% 3.6% 3% 2.7%

Commonwealth of Vireinia 4.8% 4.1% 3.9% 3.2% 3%

Washington-Arlington-Alexandria, DC-
VA-MD-WV, MSA

4.1Yo 4% 3.8% 3.5% 33%
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Within TFB's assessment area, a high level of small business lending activity was reported by
specialized lenders, who often originate or purchase small business loans in the form of credit cards.
The loans, however, tend to be much smaller in size than traditional small business bank loans, and a
substantial majority of such loans do not have revenue data reported. The presence of these lenders is
reflected in a smaller market share for traditional lenders and tends to understate the percentage of
aggregate lending to businesses with annual revenues of $ I million or less. These factors were
considered as an aspect of performance context when evaluating the level and distribution of small
business lending.

Loan-To-Deposit Ratio

The bank's loan-to-deposit ratio as of March3l,2019, equaled 9l.l% and averaged 86.lYoforthe 17-
quafter period ending March 3I,2019. In comparison, the average of quarterly loan-to-deposit ratios for
a peer group of banks operating in similar areas to TFB ranged from 72.4% to 101.8% during the same
17-quarter period. Since December 3I , 2014, assets, net loans, and deposits have increased by 15.8o/o,

24.[yo, and 12.7o/o, respectively. From a CRA perspective, the bank's loan-to-deposit ratio is considered
reasonable given the institution's size, financial condition, and local credit needs.

Lending in Assessment Area

To determine the institution's volume of lending within its assessment area, the geographic location of
both the bank's 2016 and2017 HMDA and small business loans was considered. The lending
distribution inside and outside of the bank's assessment area is represented in the following table.

Comnarison of Credit Extended Inside and Outside of Assessment Area(s)

Loan Tlpe Inside Outside
# $(000) # $(000)

Home Purchase 1ll s6.3 30,935 66.7 86 43.7 15,429 33.3

Home Imnrovement 21 6s.6 2.26'7 69.0 il 34.4 l.019 3l .0

Refinancing A' 60.0 22,984 69.9 28 40.0 9,894 30. r

Multi-Familv Housine 0 0.0 0 0.0 I 100.0 355 100.0

Totel HMDA releted 174 58.0 56,186 61.8 t26 42.0 26,697 32.2

Small Business 281 80.5 4t,892 86.4 68 19.5 6,578 13.6

TOTALLOANS 4J5 70,1 98,078 74,7 194 29.9 33,275 2s.3

As indicated in the preceding table, a majority of the total number (70.I%) and dollar amount Qa.7%) ot
HMDA and small business loans were extended within the bank's assessment area. Overall, the
institution's level of lending within its assessment area is considered responsive to community credit
needs.

Lending to Borrowers of Different Incomes and To Businesses of Different Sizes

The bank's borrower distribution is considered excellent for HMDA lending and reasonable for small
business lending within the assessment area. When considering the relative performance levels of each
product and the greater weight given to HMDA lending based on the larger dollar volume of such
lending rn2016 and2017, TFB's borrower distribution performance is considered excellent overall.
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Distlil"xrtion of HMDA LoRns bv Iuconre Level of BoLt'oneL

\Vrshfu gton-Arliu gton-Aleraudrin, 1'A (20 l?,

Ilroure
C nt ego lies

Bruk

I stooo'r Io/o o/o $

Agglegate

i q,b I srooo.i !
o/o S

Los'

HlID.l lotnls
30 I :r.r | :,rs; I s.s | :.:oo i r:: | +:s.+rs /-u

\{oderaie ?E t9.5 6.433 19,9 5,806 l8; 1.516.457 tJ +

itfiddle t1 ?l_ I 6.067 18.8 -i.96? :8.9 I Oil 100 30.0

Upper t6 lr.3 16.6{4 1l 1 6,526 3t i :.580.686 39,6

Tolnl 9S 100.0 J2,-100 100.0 2Q600 100.0 6,514,877 100.0

Lttthtontr 7 l,3t? 4;702 1,94t,545

I d]'e att aii lonns thet's irlcoir sJ al'p &loy,ri

The bank's level of lending to low-income borrowers (21J%) was similar to the percentage of low-
income families within the assessment area (20.8%) but significantly exceeded aggregate lending levels
to such borrowers (11.2%). While TFB's lending to moderate-income borrowers (295%) was
significantly higher than the percentage of moderate-income families (18.5%), it was similar to
aggregate lending levels (28.2%). Overall, the bank's performance during 2017 is considered excellent,
and its 2016 performance is substantially similar.

Dish'ibutiou of Lerdius bv A.rnonnt and Size of Business

'Wf,sIilngtou-Al'lfu gton-Alerandrir, lrrf C20171

tI,tir.rx.?

I I l llioo or Les
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I

S(000s) i o/o $

..Lggregate*

# I srooo"r i cr" s

100 b/ b 12,965 59..1 6..t83 55.8 123.510 37.8

Ova Sl l{illion {0 J I.U 8.600 39.,5 NA NA NA NA

l.rrrbroil)l ,t -i..1 250 j.I rVl .v,{ rt{

$ 100.000 or tess e7 I oss I +.rr I :o.r I rr.os; i ps.: I rr:.srp ! +-r.o

$ 100,001 -$ 2 50.00 0 16 176 4.143 19.0 314 )1 54,077 165
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* ):a d$ta is av iktb le Jbr .lggte*ote loans \dth Reveuras orer S I Hillioil afid llrose vith U\hlotJtt ,"venil4s

D&B data from2017 indicates that92o/o of all local businesses have revenues that do not exceed $1
million per year. According to 2011 aggregate small business data, 55.8% of reported loans were to
business with annual revenues of $1 million or less. After excluding large credit card lenders,58.5% of
the remaining reported small business loans were to businesses having revenues of $1 million or less.
Of the the small business loans reported by TFB, originations to businesses having annual revenues of
$1 million or less equaled 67.6%. Given these contextual factors, the bank's small business lending
performance is considered reasonable and its 2016 lending is substantially similar.

Geographic Distribution of Loans

The bank's geographic distribution performance is considered reasonable for HMDA lending and poor
for small business lending within the assessment area. Given the greater weight of the bank's HMDA
lending due to the larger dollar volume of such lending in20l6 and20l7 , and when considering the
relative performance levels of each product, TFB's geographic distribution performance is considered
reasonable overall.
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During 2017, home purchase loans were the leading HMDA product by number followed by refinance
and home improvement loans for both the bank and aggregate reporters. Multifamily lending was not a
factor in the analysis due to limited lending within the assessment area. Considering both demographic
and aggregate proxies for demand, the bank's performance for home purchase loans was excellent, while
the performance for refinance loans was poor and home improvement loans was reasonable.

TFB did not originate any HMDA loans in low-income census tracts during 2017; however, the
percentage of owner-occupied housing units located in low-income census tracts (.6%) and aggregate
lending levels in such tracts (.9%) indicate there are some lending opportunities within these tracts. The
bank's level of lending within moderate-income census tracts (3L4%) was higher than both the
percentage of owner-occupied housing units located in moderate-income census tracts (25.7%) and
aggregate lending levels in such tracts (27.2%). Overall, the bank's performance in20I7 is considered
reasonable, and its 2016 performance is similar.
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D&B data from2017 indicates that I .loh of all arca businesses are located in low-income census tracts
while 30.6% of all area business are located in moderate-income census tracts. During 2017, aggregate
lenders reported extending .9Yo of small business loans in low-income census tracts and32.5oA of small
business loans in moderate-income census tracts, respectively. While there is limited lending
opportunity within the two low-income tracts in the area, TFB did not originate any loans to small
businesses within such tracts. Conversely, the bank originated25%o of its small business loans in
moderate-income tracts, which, while below the proxies of credit demand, represents a reasonable
performance level. Overall, the bank's performance is considered reasonable when considering the
limited lending opportunities in low-income tracts and the bank's performance in moderate-income
tracts.

In2016, TFB originated 133 loans totaling $20.1 million. The bank's level of lending to businesses
within low-income census tracts (1.5%) was similar to both the D&B compadson in2016 (2.2%) and
aggregate bank lending levels in2016 (2.4%). Alternatively, TFB's level of lending to businesses
within moderate-income census tracts (9%) was significantly lower than aggregate bank lending levels
in20I6 (24.1%) and the D&B comparison in20l6 (23.2%) Overall, the bank's lending to small
business in20I6 is considered poor.

On a combined basis, TFB's small business lending performance is considered poor. In reaching this
conclusion, primary consideration was given to the relative performance levels in each year as the dollar
volumes of lending in each year were comparable.

Community Development Loans, fnvestments, and Services

A discussion with an individual knowledgeable of the local community and reviews of the performance
evaluations of other financial institutions having a local presence indicate that local community
development opportunities are reasonably available within the assessment area. The bank faces no
constraints in providing community development loans, investments, and services consistent with its
capacity and available opportunities.

During the review period, TFB originated one community development loan totaling $100,000 to an
organization providing affordable housing. In addition, TFB supports community development
initiatives and organizations that benefit its assessment area and larger statewide area by holding
qualified investments totaling $7.2 million, of which approximately $2.9 million has been committed but
not yet funded as of the date of this evaluation.

Qualified community development investments include the following:

o $6.3 million in seven housing equity funds established by the Virginia Community Development
Corporation (VCDC), of which approximately $2.9 million is committed but not yet funded.
The VCDC is a non-profit organization that revitalizes communities by facilitating affordable
housing, redevelopment of historic properties, and community revitalization throughout the
commonwealth.
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. $389,372 investment maintained in the CRA Qualified Investment Fund through Community
Capital Management. The CRA Fund makes investments in high-credit quality fixed-income
securities that support community development activities through the Commonwealth of Virginia
and other geographic areas throughout the U.S. The investment provides affordable housing for
low- and moderate-income individuals, provides community services targeted to low- and
moderate-income individuals, funds activities that promote economic development, and funds
activities that revitalize or stabilize low- and moderate-income areas and/or underserved or
distressed areas.

o $500,000 investment made during the evaluation period in the Solomon Hess SBA Loan Fund
which makes investments in small businesses supporting community development activities in
the Commonwealth of Virginia and other geographic areas throughout the U.S. The investment
promotes permanent job creation, retention and improvement in low- and moderate-income areas
and/or for low- and moderate-income individuals who are employed by small businesses.

The institution also actively supports numerous community development organizations through various
donations. During this evaluation period, donations totaling $20,955 were made to local community
development organizations that assist low- and moderate-income individuals andlor areas.

Of the bank's eleven branches within the assessment area, three (27 .3o/o) are located in moderate-income
areas and none are located in low-income areas. Systems for delivering retail-banking services appear
effective and are accessible to all portions of the assessment area. TFB also offers low-cost checking
accounts, which can benefit low- and moderate-income customers.

Bank employees have volunteered their time and financial expertise to organizations providing
community development services within the assessment area that include the following:

o I bank officer served on the fundraising committee for Habitat for Humanity, an organization
the promotes and develops affordable housing within the area.

o A bank officer served as the Treasurer for the Windy Hill Foundation. The foundation provides
workforce housing to low- and moderate-income families in the area.

o A bank officer served as a board member for Community Touch, an organization which provides
temporary shelter for homeless men, women, and children.

o A bank officer served as the President of the Board of the Fauquier Family Shelter. The shelter
provides temporary housing to homeless individuals in Fauquier County.

o A bank offrcer served as a committee member of the Fauquier County Department of Economic
Development Micro Loan Program and the Northern Piedmont Microenterprise Loan Program
which both provide small business owners in the area access to an affordable source of assistance
and fundraising in order to stimulate economic development and job creation in the region.

o A bank offrcer served as the Treasurer for the local chapter of the Society of St. Vincent de Paul,
an organization that provides services targeted toward low- and moderate-income individuals
such as food pantries and access to low-interest loan programs.

o Bank officers served as the Economic Development Committee Chairman for the Prince William
Chamber of Commerce, Commissioner of the Economic Development Authority for the City of
Manassas, and as a member of the commercial development committee for the Prince William
Department of Development Services. These organizations assist in facilitating job creation and
economic development within the assessment area.
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o A bank officer seryed as a finance committee member for the Boys and Girls Club of Fauquier
County, an organization that provides a variety of community development activities targeted
toward low- and moderate-income children.

o A bank officer provided financial literacy education to students at local elementary schools
where a majority of the students are eligible for free or reduced lunch programs.

Overall, the bank has demonstrated an adequate level of responsiveness to local community
development needs through its lending activities, investments facilitating community development, and
support of area organizations engaged in community development activities.

ASSESSMENT AREA DELINEATION

A review of the bank's assessment area found that its delineation complied with the requirements of
Regulation BB. The assessment area delineation included all of the bank's branches and deposit taking
automated teller machines. While the bank's assessment area delineation includes less than an entire
MSA, the delineated area contained whole geographies, did not reflect illegal discrimination (e.g.
through the exclusion of majority-minority census tracts), and did not arbitrarily exclude low- or
moderate-income census tracts.

FAIR LENDING OR OTHER ILLEGAL CREDIT PRACTICES REVIEW

No evidence of discriminatory or other illegal credit practices inconsistent with helping to meet
community credit needs was identified. Adequate policies, procedures, and training programs have been
developed to support nondiscrimination in lending activities.
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GLOSSARY

Aggregate lending: The number of loans originated and purchased by all reporting lenders in specified
income categories as a percentage of the aggregate number of loans originated and purchased by all
reporting lenders in the metropolitan area"iassessment area.

Census tract: A small subdivision of metropolitan and other densely populated counties. Census tract
boundaries do not cross county lines; however, they may cross the boundaries of metropolitan statistical
areas. Census tracts usually have between 2,500 and 8,000 persons, and their physical size varies widely
depending upon population density. Census tracts are designed to be homogeneous with respect to
population characteristics, economic status, and living conditions to allow for statistical comparisons.

Community development: All Agencies have adopted the following language. Affordable housing
(including multifamily rental housing) for low- or moderate-income individuals; community services
targeted to low- or moderate-income individuals; activities that promote economic development by
financing businesses or farms that meet the size eligibility standards of the Small Business
Administration's Development Company or Small Business Investment Company programs (13 CFR
1 2 1 .3 0 1) or have gross annual revenues of $ 1 million or less; or, activities that revitalize or stabilize
low- or moderate-income geographies.

Effective September 1,2005, the Board of Governors of the Federal Reserve System, Office of the
Comptroller of the Currency, and the Federal Deposit Insurance Corporation have adopted the following
additional language as part of the revitalize or stabilize definition of community development.
Activities that revitalize or stabilize-

Low-or moderate-income geographies;
Designated disaster areas; or
Distressed or underserved nonmetropolitan middle-income geographies designated by
the Board, Federal Deposit Insurance Corporation, and Office of the Comptroller of the
Currency, based on-
(A) Rates of povefty, unemployment, and population loss; or
(B) Population size, density, and dispersion. Activities that revitalize and stabilize

geographies designated based on population size, density, and dispersion if they
help to meet essential community needs, including needs of low- and moderate-
income individuals.

Consumer loan(s): A loan(s) to one or more individuals for household, family, or other personal
expenditures. A consumer loan does not include a home mortgage, small business, or small farm loan.
This definition includes the following categories: motor vehicle loans, credit card loans, home equity
loans, other secured consumer loans, and other unsecured consumer loans.

Family: Includes a householder and one or more other persons living in the same household who are
related to the householder by birth, marriage, or adoption. The number of family households always
equals the number of families; however, a family household may also include non-relatives living with
the family. Families are classified by type as either a married-couple family or other family, which is
further classified into 'male householder' (a family with a male householder and no wife present) or
'female householder' (a family with a female householder and no husband present).

Full-scope review: Performance under the Lending and Community Development Tests is analyzed
considering performance context, quantitative factors (for example, geographic distribution, borrower
distribution, and total number and dollar amount of investments), and qualitative factors (for example,
innovativeness, complexity, and responsiveness).

Geography: A census tract delineated by the United States Bureau of the Census in the most recent
decennial census.

(i)
(ii)
(iii)
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Home Mortgage Disclosure Act (HMDA): The statute that requires ceftain mortgage lenders that do
business or have banking offices in a metropolitan statistical area to file annual summary reports of their
mortgage lending activity. The reports include such data as the race, gender, and the income of
applications, the amount of loan requested, and the disposition of the application (for example,
approved, denied, and withdrawn).

Home mortgage loans: Includes home purchase and home improvement loans as defined in the
HMDA regulation. This definition also includes multifamily (five or more families) dwelling loans,
loans for the purchase of manufactured homes and refinancings of home improvement and home
purchase loans.

Household: Includes all persons occupying
classified as living in group quarters. In 100
the count of occupied housing units.

a housing unit. Persons not li
percent tabulations, the count

ving in households are
of households always equals

Limited-scope review: Performance under the Lending and Community Development Tests is
analyzedusing only quantitative factors (for example, geographic distribution, borrower distribution,
total number and dollar amount of investments, and branch distribution).

Low-income: Individual income that is less than 50 percent of the area median income, or a median
family income that is less than 50 percent, in the case of a geography.

Market share: The number of loans originated and purchased by the institution as a percentage of the
aggregate number of loans originated and purchased by all reporting lenders in the metropolitan
arealassessment area.

Metropolitan area (MA): A metropolitan statistrcal area (MSA) or a metropolitan division (MD) as

defined by the Office of Management and Budget. A MSA is a core area containing at least one
urbanized area of 50,000 or more inhabitants, together with adjacent communities having a high degree
of economic and social integration with that core. A MD is a division of a MSA based on specific
criteria including commuting patterns. Only a MSA that has a population of at least 2.5 million may be
divided into MDs.

Middle-income: Individual income that is at least 80 percent and less than 120 percent of the area
median income, or a median family income that is at least 80 percent and less than 120 percent, in the
case of a geography.

Moderate-income: Individual income that is at least 50 percent and less than 80 percent of the area
median income, or a median family income that is at least 50 percent and less than 80 percent, in the
case of a geography.

Multifamily: Refers to a residential structure that contains five or more units.

Other products: Includes any unreported optional category of loans for which the institution collects
and maintains data for consideration during a CRA examination. Examples of such activity include
consumer loans and other loan data an institution may provide concerning its lending performance.

Owner-occupied units: Includes units occupied by the owner or co-owner, even if the unit has not
been fully paid for or is mortgaged.

Qualified investment: A qualified investment is defined as any lawful investment, deposit,
membership share, or grant that has as its primary pupose community development.
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Rated area: A rated area is a state or multistate metropolitan area. For an institution with domestic
branches in only one state, the institution's CRA rating would be the state rating. If an institution
maintains domestic branches in more than one state, the institution will receive a rating for each state in
which those branches are located. If an institution maintains domestic branches in two or more states
within a multistate metropolitan area, the institution will receive a rating for the multistate metropolitan
area.

A loan included in'loans to small businesses' as defined in the

nonfarm or nonresidential real
thrift institutions may also exercise the option to report loans secured by nonfarm residential real estate
as "small business loans" if the loans are reported on the TFR as nonmortgage, commercial loans.

Small loan(s) to farm(s): A loan included in 'loans to small farms' as defined in the instructions for
preparation of the Consolidated Report of Condition and Income (Call Report). These loans have
original amounts of $500,000 or less and are either secured by farmland, or ate classified as loans to
finance agricultural production and other loans to farmers.

Upper-income: Individual income that is more than 120 percent of the area median income, or a
median family income that is more than 120 percent, in the case of a geography.
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