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GENERAL | NFORMATI ON

This docunent is an evaluation of the Community Reinvestment Act (CRA)
performance of F & M Bank-Martinsburg, Martinsburg, West Virginia, prepared by
the Federal Reserve Bank of Richnond, the institution's supervisory agency.

The eval uation represents the agency's current assessnent and rating of the
institution's CRA performance based on an exam nation conducted as of August
19, 1996. It does not reflect any CRA-rel ated activities that may have been
initiated or discontinued by the institution after the conpletion of the
examni nati on.

The purpose of the Comunity Rei nvestnment Act of 1977 (12 U.S.C. 2901), as
anended, is to encourage each financial institution to help neet the credit
needs of the communities in which it operates. The Act requires that in
connection with its exam nation of a financial institution, each federa
financi al supervisory agency shall (1) assess the institution's record of

hel ping to nmeet the credit needs of its entire comunity, including |ow and
noder at e-i ncome nei ghbor hoods, consistent with safe and sound operations of
the institution, and (2) take that record of perfornmance into account when
deci di ng whet her to approve an application of the institution for a deposit
facility.

The Financial Institutions Reform Recovery and Enforcenent Act of 1989,
Pub. L. No. 101-73, anmended the CRA to require the Agencies to make public
certain portions of their CRA performance assessnments of financia
institutions.

Basis for the Rating

The assessnent of the institution's record takes into account its financial
capacity and size, |legal inpedinents and | ocal econonic conditions and

denmogr aphi cs, including the conpetitive environment in which it operates.
Assessing the CRA performance is a process that does not rely on absol ute
standards. Institutions are not required to adopt specific activities, nor to
of fer specific types or ampbunts of credit. Each institution has considerable
flexibility in determ ning how it can best help to neet the credit needs of
its entire community. |In that |light, evaluations are based on a review of 12
assessnment factors, which are grouped together under five perfornmance
categories, as detailed in the follow ng section of this eval uation.



ASSI GNMVENT OF RATI NG

Identification of Ratings

In connection with the assessment of each insured depository institution's CRA
performance, a rating is assigned fromthe foll owi ng groups:

Qut standi ng record of neeting comunity credit needs

An institution in this group has an outstanding record of, and is
a |l eader in, ascertaining and helping to neet the credit needs of
its entire delineated comunity, including | ow and noderate-

i ncone nei ghborhoods, in a manner consistent with its resources
and capabilities.

Satisfactory record of meeting conmunity credit needs.

An institution in this group has a satisfactory record of
ascertaining and helping to neet the credit needs of its entire
del i neated comunity, including |ow and noderate-incone

nei ghbor hoods, in a manner consistent with its resources and
capabilities.

Needs to inprove record of neeting community credit needs.

An institution in this group needs to inprove its overall record
of ascertaining and hel ping to neet the credit needs of its entire
del i neated comunity, including |ow and noderate-incone

nei ghbor hoods, in a manner consistent with its resources and
capabilities.

Substantial nonconpliance in neeting community credit needs.

An institution in this group has a substantially deficient record
of ascertaining and hel ping to neet the credit needs of its entire
del i neated comunity, including |ow and noderate-incone

nei ghbor hoods, in a manner consistent with its resources and
capabilities.



DI SCUSSI ON OF | NSTI TUTI ON' S PERFORMANCE

Institution's Rating:

This institution is rated Qutstanding based on the findings presented bel ow

ASCERTAI NVENT OF COVMUNI TY CREDI T NEEDS

Assessment Factor A - Activities conducted by the institution to
ascertain the credit needs of its comunity, including the extent of the
institution's efforts to conmunicate with nenbers of its community
regarding the credit services being provided by the institution.

Concl usi on/ Support

Qutreach efforts are strong and denmonstrate a willingness by the
institution to promte conmunity devel opment. The bank's primary method
of determ ning the credit needs of its local community is through a
formal call program Calls are well docunented and represent contacts
with a diverse cross-section of the conmunity including |ocal comunity
| eaders, businesses, and area residents. Through the call program
managenent maintains relationships with trade associ ations, econonic
devel opment organi zati ons, community devel opment corporations, and | oca
housi ng organi zations. |In addition, nmanagement has conducted surveys
for the purpose of obtaining feedback on the bank's performance within
the local market. These outreach efforts are ongoing and considered a
val uabl e neans of ascertaining community credit needs and pronmoting bank
servi ces.

Assessment Factor C- The extent of participation by the institution's
board of directors in fornulating the institution's policies and
reviewing its performance with respect to the purposes of the Comunity
Rei nvest ment Act.

Concl usi on/ Support

The board of directors has adopted and approved a fornmal CRA policy
which is incorporated into its expanded CRA Statenment. The policy
addresses outreach efforts, community devel opnent | ending, credit
products, and branch cl osing procedures. The overall CRA programis
directed by a CRA conmittee conprised of the president and five vice
presidents. The conmittee neets periodically and reports CRA rel ated
activities to the board. Mnutes fromthe directors' neetings reflect
periodic discussion of CRA nmatters.

MARKETI NG AND TYPES OF CREDI T OFFERED AND EXTENDED

Assessment Factor B - The extent of the institution's marketing and
special credit-related prograns to make nenbers of the conmunity aware
of the credit services offered by the institution.

Concl usi on/ Support

Marketing efforts have primarily taken the form of service and product
advertisements placed in | ocal publications and broadcast on local radio
stations. These advertisenents are designed to stinulate genera
communi ty awareness and inform area residents of the availability of
deposit and | oan products. The institution also publishes a newsletter
on a sem annual basis which contains information on upconi ng events,
recent bank activities, and new products and services. These marketing
efforts appear adequate.




Assessment Factor | - The institution's origination of residentia
nort gage | oans, housing rehabilitation | oans, hone inprovenment | oans,
and smal|l business or small farmloans within its community, or the
purchase of such | oans originated in its comunity.

Concl usi on/ Support

The CRA statenent, approved by the board of directors on Decenber 12,
1995, identifies a full range of credit services including consumer,
residential nortgage, hone inprovenment, residential construction, and
commerci al |oans. These credit products appear responsive to the needs
of the community, and all types have been extended.

As of June 30, 1996, 79% of the bank's | oan portfolio was concentrated
in real estate secured credit extensions for both consuner and
commerci al purposes. Since the previous evaluation, the bank has

extended 197 residential real estate loans for $16 mllion. Included in
this figure are 58 hone purchase loans for $4.6 nillion, 34 hone
construction loans totaling $3.3 nmillion, and 94 refinance |oans for

$6.4 mllion. |In addition, 37 nobile home | oans totaling $479, 489 have
been originated. Furthernore, a review of the bank’'s 1995 Hone Mortgage
Di scl osure Act (HVDA) data indicated that 63% of all HVDA reportable
real estate |loans originated were to bor-

rowers earning |l ess than 80% of the median-famly incone for the MSA

In 1996 the bank introduced a special Adjustable Rate Mrtgage (ARM
program desi gned specifically for first-tine home buyers. This "First
Time Hone Buyer" ARM Il oan is available for a 20 or 25 year term After
15 years, the interest rate adjusts but can not increase or decrease by
nore than 2% fromthe initial rate. To date, ten of these "First Time
Honme Buyer" ARM | oans have been extended.

The bank is an active consunmer lender. From April 1995 through July
1996, the institution extended 671 loans totaling $4.2 million for a
variety of consumer needs. |In addition, small dollar anpunt |oans which
often benefit | ow and noderate-income borrowers are available. Since

t he previous evaluation, 83 such |oans for $1,500 or |ess have been nade
for a total of $88, 701.

Commercial |loans are also offered by the institution. Since April 1995,
t he bank has provided 160 conmercial |oans totaling $12.4 mllion for a
vari ety of business needs, including | oans for working capital and

busi ness start-up or expansion purposes. A npjority of these credit
extensions (70% were to small businesses with gross annual revenues of
$1 million or |ess.

Assessment Factor J - The institution's participation in governnentally
i nsured, guaranteed or subsidized | oan prograns for housing, small
busi nesses, or small farms.

Concl usi on/ Support

Gover nment sponsored nortgage | oans are offered through Big Apple

Mort gage Company, Inc., (BAM, a bank affiliate. Applicants for such
credit are referred to BAM through a nortgage representative located in
a branch in Martinsburg. Mnagenent was not aware of any Governnent
sponsored nortgage | oans being extended within the delineated community.

Concl usi on/ Suppor t--contd.

In addition, Small Business Administration |oans are avail abl e through
the bank. In addition, F & M Bank-Martinsburg participates in the
Capital Access Program through the West Virginia Econonic Devel opnment
Program This program specializes in the expansion and growh of small
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to nedi um si ze businesses. Since the previous evaluation, no Governnent
sponsor ed business | oans have been ori gi nat ed.

GEOGRAPHI C DI STRI BUTI ON AND RECORD OF OPENI NG AND CLOSI NG OFFI CES

Reasonabl eness of Delineated Conmunity

Concl usi on/ Support

The |l ocal community has been delineated as Berkel ey County, West
Virginia, and includes the City of Martinsburg, West Virginia. This

del i neati on appears reasonabl e, neets the purpose of the regulation, and
does not exclude any | ow and noderate-incone areas.

Assessment Factor E - The geographic distribution of the institution's
credit extensions, credit applications, and credit denials.

Concl usi on/ Support

Ber kel ey County, West Virginia is part of the Washington, D. C.
Metropolitan Statistical Area (MSA) and is entirely conprised of
noder at e-i ncome census tracts. The bank monitors the geographic

di stribution of accepted and denied credit applications within the
del i neated comunity by census tract. Information is conpiled and

revi emed by management for various consunmer products including hone
equity, autonobile, real estate, unsecured, and other secured | oan
applications. A review of the bank's 1995 HVDA data reveal ed that 90%
of all originated real estate |loans were to borrowers within Berkel ey
County. A sanple of credit applications received during July 1996, was
al so analyzed to determine the institution's level of lending activity
within its delineated community. The data indicated that 86% of

ori gi nati ons and 78% of denials were to residents of Berkeley County.
The | oans revi ewed denonstrated a reasonabl e penetration of lending into
all segments of the delineated conmunity.

Assessment Factor G- The institution's record of opening and cl osing
of fices and providing services at offices.

Concl usi on/ Support

The institution's offices are reasonably accessible to all segments of
the community, and hours of operation are considered convenient. Since
the previous evaluation, two branch offices have been consoli dated

| eaving three full-service |ocations. Because the two branches were
closely situated and serviced the same custonmers, no consuners were
adversely affected by the closing. A formal policy addressing branch
cl osings that neets the requirenments of the Federal Deposit |nsurance
Cor poration I nprovenment Act of 1991 has been adopted.

DI SCRI M NATI ON AND OTHER | LLEGAL CREDI T PRACTI CES

Assessment Factor D- Any practices intended to di scourage applications
for types of credit set forth in the institution's CRA Statement(s).

Concl usi on/ Suppor t

Adequat e policies, procedures, and training have been devel oped to
support nondiscrimnation in all lending activities. Applications are
solicited fromall segnents of the delineated comunity, including |ow
and noder at e-i nconme nei ghborhoods. A review of 1995 HVDA data i ndicated
that 4% of nortgage applications where race was avail able were from
mnorities. This percentage is consistent with the 4.7% nminority
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popul ation within Berkel ey County.

Assessment Factor F - Evidence of prohibited discrimnatory or other
illegal credit practices.

Concl usi on/ Support

A review was nade of witten loan policies, fornms, procedures, and 31
accepted and 45 denied | oan applications for consuner and business
credit; and an interview with a loan officer was al so perforned to
determ ne conpliance with the fair housing and fair | ending | aws and
regul ations. The review of credit files denonstrated an equa
application of credit standards anong all applicants. The institution
is in conpliance with the substantive provisions of antidiscrimnation
| aws and regul ations. Technical violations of Regulation C, however,
were identified during the exam nation.

The bank’s 1995 HMDA information was used to specifically conduct an
anal ysis of nortgage | ending since information regarding race is
reported for these | oans. The bank evidences a denial ratio for
mnorities that closely parallels that for white applicants at 1 to
1. 27.

COMMUNI TY DEVELOPMENT
Assessment Factor H- The institution's participation, including

investnents, in local comunity devel opnent and redevel opnent projects
or prograns.

Concl usi on/ Support

Through its outreach efforts, nanagement is aware of comrunity
devel opment opportunities in the | ocal market and has played a

| eadership role in the pronotion of economic growh within the
community. Participation in various projects has taken the form of
direct loans, contributions, and technical expertise.

The institution supports comunity devel opment primarily through direct
I ending to small businesses, individuals, and nonprofit organizations,

as evidenced by a 79% | oan-to-deposit ratio. Many of these | oans have
hel ped to provide affordable housing for area residents. Some of the

| oans recently extended for community devel opment purposes i ncl ude:

A loan and line of credit were extended to a nonprofit

organi zation for the purpose of rehabilitating | owincome
dwel I i ngs.

Concl usi on/ Support--contd.

Two | oans were provided to a small business for the refinance
and renodeling of rental property. The property will
eventual ly be converted into six to eight apartnents which will
be rented to | ow and noderate-incone peopl e.

A loan was originated to a | ocal business owner for the
purchase of a nobile honme park.

Fi nanci ng has been provided to a number of devel opers to
finance the construction of housing in | ow and noderate-income
subdi vi si ons.

An extension of credit was made to the Berkel ey County

Emer gency Anmbul ance Authority to purchase a lot for a new
substation in the county.
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The bank granted a line of credit to an investnent corporation.
The corporation will use the line to purchase nobile hones for
resale primarily to |l ow and noderate-incone buyers.

During 1991, the bank created its own Conmunity Devel opment Corporation
(CDC) to pronote and assist in conmmunity devel opnent efforts. The board
of directors for the CDC, which nmeets on an annual basis, is conprised
of bank managenent. The CDC recently funded a project providing | oca
housi ng opportunities for people with Al DS

Assessment Factor K- The institution's ability to nmeet various
community credit needs based on its financial condition and size, |ega
i npedi nents, | ocal econom c conditions and other factors.

Concl usi on/ Support

The institution has actively supported projects pronoting econom c
growth consistent with its size, financial capacity, and |ocation.

Ber kel ey County, West Virginia, is located in the eastern panhandl e of
the State approxi- mately 80 mles fromthe metropolitan areas of
Washington, D. C. and Baltinmore, Maryland. The county's close proxinmty
to these areas has contributed to a significant growh rate. According
to 1990 census information, Berkeley County has a popul ati on of 59, 253
and is West Virginia's fastest growing county. Its economy appears
strong with an unenploynent rate of 4.1% as of July 1996, conpared to a
Statew de jobless rate of 6.5% A diverse m x of industry provides
enpl oyment to the area, including a glassware production plant for
Corning G ass, an auto parts distribution center for General Mtors, a
Vet erans Admi ni stration Medical Center, and a group of shopping malls.
Many residents also travel to the Washington, D. C. area for job
opportunities.

Assessment Factor L - Any other factors that, in the regulatory
authority's judgnent, reasonably bear upon the extent to which an
institution is helping to neet the credit needs of its entire comunity.

Concl usi on/ Support

Donations of financial and technical assistance are routinely provided
to a variety of local charities, nonprofit organizations, and schools.
Since January 1995, the institution has contributed a total of $13,485
to charitabl e organizations.

Concl usi on/ Suppor t--contd.

Bank personnel routinely provide community services targeted to | ow and
noder at e-i nconme individuals or small businesses within the delineated
mar ket area. In particular, a nenber of senior managenent partici pates
with a | ocal honeless coalition in providing instructional sessions to

| ow-i ncone individuals on the topics of savings plans, the basic
operation of a checking account, and budgeting skills. |In addition, a
menber of the CRA managenent conmittee recently conducted a semnar to

i nform smal | business owners of different financing options for snall
enterprises.

The institution also offers a "budget checking account” which is
desi gned for |ow and noderate-incone custoners. This account requires
no m ni mum bal ance and charges no transaction fees.

There appear to be no restrictions on the bank's ability to provide
credit to the conmunity consistent with its human and financia
resources.



Regr essi on

(This formshould be filled out for

reporter.)

I nstitution Nane:

Program Usage Report

FE & M Bank-Martinsburg

each exam nation conducted invol ving a HVDA

City, Street: Martinsburg, West Virginia
Exam Dat e: August 19, 1996
Number of HMDA LAR records: 191
Year (s) of data considered: 1995
FHA, VA, & FnHA J Conventi onal Ref i nanci ngs Hone
HOVE Pur chase Honme Purchase | mpr ovenent
1995 Year 1995 Year 1995 Year 1995 Year
VWhite 0 51 54 25
Approval s
Vhite 0 32 9 14
Deni al s
M nority Ap- 0 3 0 1
proval s
M nority De- 0 1 0 1
ni als

Was Step 1 of regression programrun? N

if "N', why not?

Insufficient minority application activity

What grouping(s) of data (i.e, |oan type,
| ocation, year(s), etc.) were used?

(1)

(2)

(3)

(4)

(5)

(6)

M N Pr > Chi
Squar e Val ue




Results from Regression Step 2

(Fill this page out for each grouping on which step 2 was run.)
St andard Vari abl es which were not needed for Step 2:

Judgnent al Vari abl es which were collected for Step 2:
Cash Avail able for Cl osing Speci al Loan Program
Refi from Same Lender Cash Qut vs No Cash Qut

Val ue of M N Pr > Chi-Square:

Nunber of M nority Rejections:

Nunmber of "Dom nant Pairs":

Explain which files pair analysis used:

What additional factors expl ained away pairs?

Were pairs of loan files given to bank for explanation? Y N
Exami ner hours spent specifically on regression:




