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GENERAL | NFORMATI ON

This docunent is an evaluation of the Community Reinvestment Act (CRA)
performance of F & M Bank-Keyser, Inc., Keyser, 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
October 7, 1996. It does not reflect any CRA-related activities that may
have been initiated or discontinued by the institution after the conpletion
of the exam nation.

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 ncone nei ghbor hoods, consistent with safe and sound
operations of the institution, and (2) take that record of performance into
account when deci di ng whether 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 offer specific types or anpunts of credit. Each institution has

consi derable flexibility in deternmining how it can best help to neet the
credit needs of its entire community. |In that |ight, evaluations are based
on a review of 12 assessnent factors, which are grouped together under five
perfornmance categories, as detailed in the follow ng section of this

eval uati on.



ASSI GNMVENT OF RATI NG

I dentification 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 st andi ng record of neeting comunity credit needs

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

nei ghbor hoods, 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 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.

Substantial nonconpliance in neeting community credit needs.

An institution in this group has a substantially deficient 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.



DI SCUSSI ON OF | NSTI TUTI ON' S PERFORMANCE

Institution's Rating:

This institution is rated Satisfactory 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 menbers of its
community regarding the credit services being provided by the
institution.

Concl usi on/ Support

Qutreach efforts are adequate and denonstrate a willingness by the
institution to promte conmunity devel opment. Director and officer
i nvol verent in, or direct contact with, [ocal governnent officials
and community organizations is the primary nethod managenent
utilizes to determ ne local comunity credit needs. Daily business
and social contacts conpl ement these outreach efforts. The

i ndi vidual s and organi zati ons contacted are considered a val uable
nmet hod for ascertaining |local credit needs and pronoting bank

servi ces.

Assessment Factor C- The extent of participation by the
institution's board of directors in formulating the institution's
policies and reviewing its performance with respect to the purposes
of the Community Reinvestnment Act.

Concl usi on/ Support

The board of directors has adopted and approved a fornmal CRA policy
which is incorporated into the bank’s expanded CRA Statenent. The
policy addresses outreach efforts, community devel opnent | endi ng,
credit products, and branch cl osing procedures. The CRA officer
keeps the board infornmed of CRA related issues and regul atory
changes through conprehensive nmonthly reports. Board minutes al so
reflect general discussions and ongoi ng oversight of the program by
the directors.

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/ Suppor t

Mar keting efforts have primarily taken the form of service and
product advertisenments placed in |local publications and broadcast on
| ocal radio stations. Myst of the advertising is institutional in
nature and i ntended to generate community awareness of the
availability of various bank services. Specific product and service
information is promoted through statenment stuffers, direct mailings,
brochures, and | obby posters, as well as daily business and socia
contacts by directors and officers. These marketing efforts appear
adequat e and records of advertising are nmaintained.

Assessment Factor | - The institution's origination of residentia
nort gage | oans, housing rehabilitation | oans, hone inprovenent

| oans, and snall business or small farmloans within its community,
or the purchase of such loans originated in its conmunity.

Concl usi on/ Suppor t

The CRA statenent, ratified on February 18, 1996, identifies a ful
range of credit services including consunmer, residential nortgage,
honme inprovenent, residential construction, and conmercial | oans.
These products appear responsive to the needs of the conmunity, and
all types have been extended.

Primarily a consumer |ender, approximately 74% of the bank’s
portfolio is comprised of |oans secured by one-to four-fanmly
residential properties and credits for various consuner purposes.
Since the previous exam nation, the institution has originated 1,677

consuner |loans totaling $28 million. Specifically, 102 hone
purchase loans for $7 million, 29 residential construction |oans
totaling $1.3 nillion, 130 hone refinance loans for $7.6 nmillion,

and 20 home inprovenment |oans totaling $412,728 were origi nated
since June 1995. Mbbile hone |oans, as well as loans for snall
dol | ar anmounts, are frequently offered to help nmeet the credit needs
of |l ow and noderate-income borrowers. Twenty nobile hone | oans
totaling $209, 000 and 433 |loans for $1,500 or |ess have been

provi ded since June 1995.

In addition to neeting the credit needs of consuners, the
institution routinely extends small business and commercial |oans to
finance business start up, facility expansion, and working capital.
From June 1995 to Septenber 1996, 175 commercial |oans totaling $4.3
mllion were originated. A significant majority of these |oans were
provided to small businesses with gross annual revenues of $1
mllion or |ess.

Assessment Factor J - The institution's participation in
governmental |y insured, guaranteed or subsidized | oan prograns for
housi ng, small businesses, or snmall farns.

Concl usi on/ Support

Gover nment sponsored nortgage | oans are offered through Big Apple
Mort gage Conmpany, Inc., (BAM, a bank affiliate. Applicants for
such credit are referred to BAMthrough a nortgage representative
| ocated in each of the bank's three branches. Since the previous
exam nation, the bank documented 13 referrals to BAM




Concl usi on/ Suppor t--contd.

Addi tional ly, business |oans can be obtained through the Snal

Busi ness Administration (SBA); no SBA | oans, however have been

ext ended since the previous exam nation. The bank also offers
student | oans through the Stafford Federal Guaranteed Student Loan
Program From June 1995 t hrough Septenber 1996, 1,781 |oans were
funded for education purposes totaling $2.7 mllion.

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 M neral County, West
Virginia. This delineation appears reasonable, neets the purpose of
the regul ati on, and does not exclude any | ow and noderate- income
ar eas.

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

Concl usi on/ Support

M neral County, West Virginia, is |located within the Cumberl and
Metropolitan Statistical Area (MSA) and consists of seven census
tracts. Six of these geographies are mddle-incone, while the
remai ni ng census tract is noderate-inconme. Ninety percent of the
county's popul ation resides in these six niddle-income tracts.

Geographic information for consumer installnent and real estate |oan
applications is conpiled quarterly and periodically reviewed by
managenent. During 1995, the bank nonitored the geographic

di stribution of credit applications by zip code analysis. A review
of this data indicated that 84% of accepted and 80% of denied credit
applications were fromwi thin the delineated community. Recently,

t he bank purchased software allowing themto nonitor the geographic
di stribution of |oan applications by census tract. Data fromthe
first half of 1996 indicated that 78% of | oan originations were from
within the delineation. A further analysis of recently accepted and
deni ed | oan applications (Septenber 1996) reveal ed that 85% of
approval s and 79% of denials were to residents of Mneral County.
The | oans revi ewed denonstrate a reasonabl e penetration of |ending
into all segnents of the delineated community.

In addition, a review of the bank’s 1995 HVDA data reveal ed that 75%
of all originated nortgage | oans were to borrowers residing wthin
the local comunity. A nore detail ed geographic analysis of the
HVDA data coul d not be perforned using the 1995 Loan Application

Regi ster since Mneral County is considered a small county, and
therefore, the bank is not required to report census tract

i nformation.



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

Concl usi on/ Support

The institution's three offices are reasonably accessible to al
segnents of the community and the hours of operation are considered
convenient. Since the previous evaluation, no offices have been

cl osed; however, the bank has added automated teller machines to
each of its branches, as well as installed a cash di spensing nmachi ne
at a local convenience store. A formal policy addressing branch

cl osi ngs has been adopted that neets the requirenments of the Federa
Deposit | nsurance Corporation |Inmprovenment Act of 1991.

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
St atenent (s).

Concl usi on/ Support

Adequat e policies, procedures, and training have been devel oped to

support nondiscrimnation in all lending activities. Applications

are solicited fromall segnments of the delineated conmunity,

i ncludi ng | ow and noder at e-i ncome nei ghborhoods. Additionally, a

second party revi ew system has been established for all denied | oan
applications to insure the equal treatment of credit applicants.

The bank’s 1995 HVDA data indicated that 1.6% of nortgage
originations fromw thin the delineated community were from
mnorities. The mnority population within Mneral County is only
3. 4%

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

Concl usi on/ Support

A review was made of witten |loan policies, forms, procedures, and
29 accepted and 29 denied | oan applications for consuner and

busi ness credit; and an interviewwith a |oan officer was also
perforned to determ ne conpliance with the fair housing and fair

l ending | aws and regul ations. The review of credit files
demonstrated an equal application of credit standards anmong al
applicants. The institution is in conpliance with the substantive
provi sions of antidiscrimnation | aws and regul ati ons. Techni cal
violations of the Equal Credit Opportunity Act, however, were
identified during the exani nation.

COMMUNI TY DEVELOPMENT

Assessment Factor H- The institution's participation, including
i nvestnents, in local comunity devel opment and redevel opment
proj ects or prograns.




Concl usi on/ Suppor t

Through its outreach efforts, nanagement is generally aware of
communi ty devel opment opportunities in the |local market. No current
devel opment projects, however, are underway within the comunity.
The bank's participation in conmunity devel opnent activities has,
therefore, been in the formof direct |oans, contributions, and
techni cal expertise.

The institution supports community devel opment primarily through
direct lending to small businesses, individuals, and nonprofit
organi zations, as evidenced by a 76% | oan-to-deposit ratio. In
addi tion, 65% of the bank's assets are conprised of credit
extensions. Sonme of the |oans recently originated for comunity
devel opment purposes incl ude:

A |l oan was extended to a volunteer fire departnent for the
pur pose of constructing a new fire conpany buil di ng.

Fi nanci ng has been provided to an individual for a new car
wash in the |ocal area

A loan was originated to a |ocal business owner to purchase
a mni-storage facility.

An extension of credit was nade to a comunity church for
i mprovenents.

Fi nanci ng was provided to a business owner for the
expansi on of a commercial building for storage and office
space.

Assessment Factor K- The institution's ability to nmeet various
community credit needs based on its financial condition and size,
| egal inpedinents, |ocal economic conditions and ot her factors.

Concl usi on/ Suppor t

The institution displays an adequate | evel of participation in |loca
community projects that pronote revitalization and growth consistent
with its size, financial capacity, and current |ocal conditions.

M neral County, West Virginia, is primarily rural and |located in the
eastern panhandl e of the State, approximately 25 mles south of
Cumber | and, Maryland. According to 1990 census information, the
county has a popul ation of 26,697 and is included in the Cunberland
Metropolitan Statistical Area (MSA). The local econony is fairly

di verse, providing enployment opportunities through manufacturing
compani es such as Westvaco Corporation (paper production), Aerospace
Products Group of Hercules, Inc. (propul sion rocket notors
production), and Aut omat ed Packagi ng (pol yet hyl ene packagi ng) .

State and | ocal governnents al so provide significant enpl oynment
opportunities. Recent statistics indicate the unenpl oyment rate for
M neral County is 4.8% which is below the statew de average of

6. 5%




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
communi ty.

Concl usi on/ Support

Techni cal assistance, volunteer activities, and charitable
contributions further support comunity devel opnent. Specifically,
bank management sponsors the “Banking |Is” program at the |ocal high
school which hel ps students |earn how to maintain and reconcile a
checki ng account, calculate interest, and prepare a budget. Bank
personnel al so provide presentations to | ocal high schools,
communi ty coll eges, and civic groups concerning credit and financia
i ssues. Monetary donations are also regularly provided to various
nonprofit organizations, schools, and charities.

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 Program Usage Report

(This formshould be filled out for each exani nation conducted involving a

HVDA reporter.

)

Institution Nane: F & M Bank-Keyser, Inc.
City, State: Keyser, West Virginia
Exam Dat e: October 7, 1996
Nunber of HMDA LAR records: 173
Year (s) of data consi dered: 1995
FHA, VA, & Conventi onal Ref i nanci ngs Hone
FmHA HOMVE Home Purchase | npr ovenent
Pur chase
1995 Year 1995 Year 1995 Year 1995 Year
Wi te 4 0
Appr oval s
Wi te 2 0
Deni al s
M nority Ap- 1 0
proval s
M nority De- 0 0
ni al s

Was Step 1 of

if "N', why not? |Insufficient nunber of minority denials

regressi on programrun?

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

(1)

(2)

(3)

(4)

(5)

(6)

(Fill this page out for
St andard Vari abl es whi ch were not needed for

Results from Regression Step 2

M N Pr
Squar e Val ue

each grouping on which step 2 was run.)
Step 2:

> Chi




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:



