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GENERAL | NFORMATI ON

The Community Rei nvestnent Act (CRA) requires each Federal financia

supervi sory agency to use its authority when exam ning financial institutions
subject to its supervision, to assess the institution’s record of neeting the
credit needs of its entire community, including | ow and noderate-incone

nei ghbor hoods, consistent with safe and sound operation of the institution.
Upon concl usion of such exam nation, the agency nust prepare a witten

eval uation of the institution's record of neeting the credit needs of its
communi ty.

This docunent is an evaluation of the Community Rei nvestment Act (CRA)
performance of Rocki ngham Heritage Bank, Harrisonburg, Virginia, prepared by
The Federal Reserve Bank of Richnond, the institution’s supervisory agency, as
of April 22, 1996. The agency rates the CRA performance of an institution
consistent with the provisions set forth in Appendix A of 12 CFR Part 228.

I NSTITUTION' S CRA RATING This institution is rated Qutstanding.

The bank’s | oan-to-deposit ratio is considered nore than reasonable given its
financial capacity and location. Furthernore, the institution's high | evel of
l ending within the assessnent area, particularly to | ow and noderate-incomne
borrowers, demponstrates an overall outstanding |evel of performance. The

di stribution of lending by the incone |evel of geographies in the assessnent
area appears reasonable in relation to area denographics
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DESCRI PTI ON OF | NSTI TUTI ON

Rocki ngham Heritage Bank operates three offices within the City of Harrisonburg,
Virginia, which is situated in the Shenandoah Valley. As of Decenber 31, 1995, the
institution had $51 million in total assets of which 70% were | oans. Mnagenent's
primary credit focus is small business |lending with construction and devel opnment,

mul tifam |y residential, nonfarm nonresidential, and commercial |oans conprising the
majority (64% of the loan portfolio. Various other |oan and deposit products are
al so avail able, including |loans for residential real estate and consumer purposes.

DESCRI PTI ON OF ASSESSMENT AREA

The bank's assessment area includes the County of Rocki ngham and the City of
Harrisonburg, Virginia. This area has a popul ation of 88,189 of which 5.4% are
mnorities. Approximately 27% of area families are considered to have | ow or
noder at e-i ncomes. One hundred percent of the narket popul ati on, however, resides in
m ddl e- or upper-incone census tracts.

Local econonic conditions appear favorable with unenploynent rates of 2.7% and 2%
for Rocki ngham County and Harrisonburg City, respectively. The area serves as a
center for local economic activity with numerous workers comuting from surroundi ng
counties. The largest enployers in the area are Wanpl er-Longacre (poultry), Rocco
(poultry), Purdue (poultry), Tysons (poultry), RR Donnely (book publishing), Coors
(distribution), and Merck (pharmaceutical). The area is also home to severa
col | eges, including Janes Madi son University (JMJ), Eastern Mennonite Col |l ege, and
Bri dgewat er Col | ege, that provide additional job opportunities for |ocal residents.
Addi tional job opportunities in the area include agriculture, manufacturing, retai

trade, educational services, construction, and health services. A comunity
contact with a local public official was perforned during the examination to further
assist in evaluating the bank's CRA performance. |Information gathered fromthe

contact indicated that | ocal econonmi c conditions are favorable and area | enders
appear responsive to community credit needs.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

The average | oan-to-deposit ratio of 81% for the previous five quarters is

consi dered nmore than reasonable given the institution's size, financial condition
| ocation, and current econonic conditions. The bank’s level of lending is
responsive to the area’s high level of |oan denmand. The average | oan-to-deposit
ratio for banks headquartered in nonmetropolitan areas of Virginia, and of simlar
si ze to Rocki ngham Heritage Bank, is 69%



LENDI NG | N ASSESSMENT AREA

A review of 62 business | oans and 52 consuner automobile | oans was conducted to
determ ne the volune of lending within the assessment area. A substantial mpjority
of the number and dollar ampunt of the sanpled | oans have been provided to residents
of the assessnment area, as illustrated bel ow

Conpari son of Credit Extended Inside and Qutside of the Assessnment Area

Total Loans

| nsi de Assessnent Qut si de Assessment Tot al
Ar ea Ar ea

Total Nunmber of Loans 99 15 114
Percent age of Total Loans 87% 13% 100%
Total Ampbunt of Loans
(000' s) $3, 482 $920 $4, 402
Percent age of Tot al
Anmpunt 79% 21% 100%

The results of the review of sanpled | oans is consistent with the bank's own

findings. Bank managenent
| endi ng that concluded that 87% of the nunber
| oans originated since January 1,

institution's assessnment area.

conduct ed an anal ysis of the geographic distribution of
and 80% of the dollar
1995, were to borrowers living within the

amount of all

LENDI NG TO BORROVWERS OF DI FFERENT | NCOVES AND TO BUSI NESSES OF DI FFERENT Sl ZES

The following chart illustrates the distribution of consuner
extended within the assessnent area by the incone |evel

aut onobi | e | oans
of the borrower.

Lowi ncome

and noderate-inconme famlies conprise 12.5% and 15% respectively, of the famlies

in the assessnent area.
of upper-incone famlies.

I n compari son,

approxi mately 49% of the market

is conprised




Distribution of Loans by Incone Level of Borrower

Consuner _Loans

Low- Moder at e- M ddl e- Upper - Tot al
I ncone I ncome I ncome I ncone
Total Number of Loans 12 9 14 12 47
Percent age of Total Loans 26% 19% 30% 26% 100%

Total Ampunt of Loans
(000" s) $64 $89 $126 $135 $414

Percent age of Total Anount

15% 22% 31% 33% 100%

A significant percentage of the institution's lending within the area has been to
borrowers of | ow or noderate-incomes. This volunme of |ending (45% was signifi-
cantly higher than the percentage of such families in the assessnent area and

suggests the institution has been especially successful in neeting the needs of
this segment of its market.

A revi ew of the bank's business lending activity was al so conducted. As depicted in

the following table, a substantial majority of the | oans sanpled were extended to
busi nesses with revenues of less than or equal to $1 mllion.

Distribution of Loans by Size of Business

Revenues < $ 1 Revenues > $ 1 Tot al
M11lion M11lion

Total Number of Loans 39 13 52
Percent age of Total Loans 75% 25% 100%
Total Anmpunt of Loans
(000' s) $1, 858 $1, 210 $3, 068
Percent age of Tot al
Anpunt 61% 39% 100%

G ven its location and | ocal economc conditions, the bank’s level of lending to
smal | busi nesses appears reasonabl e.




GEOGRAPHI C DI STRI BUTI ON OF LOANS

The review of loan files included an anal ysis of |ending anong the various census
tracts located within the assessnent area. Although the nmarket includes two | ow
i ncone census tracts, neither is populated. As previously mentioned, the entire
area popul ation resides in middle- (46% or upper-inconme (54% census tracts. The
following tables illustrate busi ness and consunmer |oan penetration throughout the
mar ket .

Distribution of Loans in Assessnent Area by |Incone Level of Census Tract

Commerci al _Loans

M ddl e- Upper - Tot al
| ncone | ncone
Total Nunmber of Loans 20 32 52
Percent age of Total Loans 38% 62% 100%
Total Ampunt of Loans
(000' s) $1, 174 $1, 894 $3, 068
Percent age of Tot al
Anpunt 38% 62% 100%
Consuner
M ddl e- Upper - Tot al
| ncone | ncone
Total Nunmber of Loans 15 32 47
Percent age of Total Loans 32% 68% 100%
Total Ampunt of Loans
(000' s) $120 $294 $414
Per cent age of Tot al
Anpunt 29% 71% 100%

The bank’s | ending penetration in m ddle- and upper-inconme census tracts closely
corresponds to the percentage of residents in such tracts.

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

No credit practices inconsistent with the substantive provisions of the fair housing
and fair lending laws and regul ations were identified. Adequate policies,
procedures, and training prograns have been devel oped to support nondiscrinination
in lending and credit activities.



