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GENERAL | NFORMATI ON

This docunent is an evaluation of the Community Reinvestment Act (CRA)
performance of F & M Bank-Enporia, Enporia, 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
Septenmber 16, 1996. It does not reflect any CRA-rel ated activities that
may have been initiated or discontinued by the institution after the

compl etion 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 ncome nei ghbor hoods, consistent with safe and sound oper a-
tions 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 nmenbers of its
community regarding the credit services being provided by the
institution.

Concl usi on/ Support

Qutreach efforts continue to be strong and denonstrate a willingness
by the institution to support local comunity devel oprent.

Directors and officers maintain significant relationships with

regi onal housi ng and econom ¢ devel opnent organi zations, trade
associ ations, and civic groups, thereby providi ng managenent

val uabl e insight concerning local credit needs. Furthernore, |oca
government officials, businesses, comunity |eaders, and
representatives fromconmunity organi zati ons are frequently
contacted to identify the needs and concerns of the community.

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 a formal CRA policy and CRA

St atenent that describe the bank's conmitnment and efforts to
ascertain and serve the credit needs of its local community. In
addition, the directorate has established a formal CRA conmittee
consi sting of the president, conpliance officer, and a board nenber.
This conmittee neets regularly to discuss CRA related activities,
and these efforts are periodically reported to the directorate.

Furt hernmore, an annual self-assessment of the institution's CRA
programis conducted by managenent and presented to the board.

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/ Support

The CRA Statenent, approved by the board of directors on Septenber
14, 1995, identifies a full range of credit services including
consunmer, residential nortgage, home inprovenent, residential
construction, and comrercial |oans. These types of credit appear
responsive to local credit needs and all types have been extended.




Consumer | oans continue to conprise a majority of the bank's |ending
activity. Since April, 1995, 1,010 such credits totaling $7.5
mllion have been extended. Included in this total are 197 credit
extensi ons for amounts of $1,500 or less. These small dollar |oans
are often considered responsive to the financial needs of |ow and
noder at e-i ncome borrowers.

The institution provides a variety of financing for real estate

rel ated purposes. From April 1, 1995 through August 31, 1996, the
bank extended 17 hone purchase loans totaling $1 million, four home
i mprovement | oans totaling $66,258, and three residential
construction | oans totaling $203,800. Mobile home |oans are also
of fered by the bank. These |oans often neet the credit needs of

| ow- and noderate-income residents. Since the previous eval uation
22 such loans totaling $291, 766 have been extended.

F & M Bank- Enporia, through an established relationship with First
Nat i onal Mortgage Corporation (FNMC), is able to provide |ong-term
fixed-rate nortgage credit. Applications for this type of credit
are taken by F & M Bank-Enporia and forwarded to FNMC in d en
Burnie, Maryland. From April 1, 1995 through August, 1996, the bank
was able to facilitate the extension of five such |loans totaling
$341, 800.

VWile the bank is primarily a consumer |ender, |oans for various
busi ness needs are offered. A total of 399 conmercial |oans for

approximately $16 million have been extended since the previous
evaluation. This activity includes 26 business start-up |oans
totaling $3.5 million, 77 expansion loans for $7.4 nmillion, and 126
wor ki ng capital |oans totaling $2.3 nmillion. The institution also
nonitors credit to businesses with annual revenues of |less than $1
mllion. During 1996, 58 loans to these types of businesses
totaling $3.5 mllion were funded.

Agricultural loans for a variety of purposes are offered to
accommdate the farming industry in the community. Since the
previous evaluation, 50 credit extensions for various agricultura
needs totaling $2.3 nillion have been funded.

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

The institution offers guaranteed hone inproverment | oans under the
Federal Housing Administration's (FHA) Title | |loan program These
| oans primarily benefit |ow and noderate-incone residents by
providing financing to applicants with little or no equity in their
residence. |In addition, the bank is an approved Snall Business

Adm ni stration (SBA) |lender. No FHA or SBA | oans, however, have
been made since the previous evaluation. Farnmers Hone

Adm ni stration (FnHA) | oans are al so offered, and four of these

| oans totaling $850, 060 have been extended since April 1, 1995.




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 the City of Enporia,
Greensville County, and portions of Southanpton, Sussex, and
Brunswi ck Counties, Virginia. This delineation neets the purpose of
the regul ati on and does not exclude any | ow and noderate-incone

nei ghbor hoods.

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

Concl usi on/ Support

Al t hough the institution has docunmented the geographic distribution
of its loan portfolio by voting districts within the City of
Enmporia, no anal ysis has been performed of the lending activity for
the other portions of the delineated community. During the

exam nati on, however, nmanagenent provi ded geographic information for
988 | oans

made since the previous evaluation. According to this data, 862
(8799 of these extensions were provided within the delineated
community. A review of an additional 52 recent |oan applications

i ndi cated that 89% of the applications received were fromresidents
of the local comunity. These reviews reveal ed a reasonabl e
penetration of lending activity into all segnents of the trade area.

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

Concl usi on/ Support

The institution operates three offices that are accessible to al
segnents of the delineated community, and hours of operation are
consi dered convenient. Although no offices have been opened or

cl osed since the previous eval uati on, management has devel oped a
formal policy that outlines the procedures for branch closings as
required by the Federal Deposit |nsurance Corporation |nprovenent
Act of 1991. The policy enconpasses all el enents considered
responsive to the bank's CRA obligations.

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
Statenent (s).

Concl usi on/ Support

Adequat e policies and procedures supporting nondiscrimnation in al

I ending and credit activities have been devel oped. Applications are
solicited fromall segnents of the bank's delineated community,

i ncludi ng | ow- and noder at e-i ncome nei ghbor hoods.




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

Concl usi on/ Support

A revi ew was nade of |oan policies, fornms, procedures, and 30
accepted and 22 denied | oan applications for consuner and business
credit; and an interviewwith a |loan officer was perfornmed to
determ ne conpliance with the fair housing and fair I ending | aws and
regul ations. The institution also performs a second review of al
applications for all credit types. No credit practices inconsistent
with the substantive provisions of the fair housing and fair |ending
laws were identified. The review demonstrated an equal application
of credit standards among all applicants.

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/ Support

Through its outreach efforts, nanagement is aware of comrunity
devel opment activities within its local comunity and is willing to
participate in any such progranms. Comrmunity devel opnent is
primarily supported through direct lending. Currently, the
institution has a |loan-to-deposit ratio of 61% w th |oans
representing 54% of total assets. Loan activity appears reasonable
gi ven | ocal economnic conditions.

The bank has provided a variety of credit services to neet |oca

real estate and comercial needs. Small business | ending has

i ncluded | oans for various purposes including business start-up,
revitalization, and expansion. As previously nentioned, 399
commerci al | oans have been made since the previous evaluation. Sone
recent credit extensions include:

Several loans totaling $73,308 were extended to start a new
medi cal practice that resulted in the creation of four new jobs.

A |l oan was nmade for $18,594 to start-up a | ocal autonobile repair
center which created five new enpl oynment opportunities.

A total of $131,040 in funding was originated to open a new
ani mal hospital. Twelve new jobs were created.

Credit in the amount of $151,000 to a |ocal contractor for the
ref urbi shment of substandard housing was provided.

A $57, 000 | oan was extended for the construction of renta
property for | ow and noderate-incone residents.



Concl usi on/ Suppor t--contd.

The institution has also financed two |oans totaling $61,210 to the
City of Emporia for the purchase and mai ntenance of equipnment. In
addition, a loan totaling $1 nmillion was made to the Southside

Regi onal Jail Authority for the construction of a new prison
facility to be located in Geensville County. The bank continues to
support the efforts of the Enporia Downtown Revitalization Program
Loans for facade inprovenents, inventory, and fixtures are offered
to businesses |located in the downtown area at 2% bel ow the bank's
prime lending rate. No |oans, however, have been extended under
this program since the previous eval uati on.

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 has supported projects pronoting economnic growh
consistent with its size, financial capacity, and |l ocation. The
City of Emporia and the County of Greensville are located in the
sout heastern portion of the Conmonweal th, just north of the North
Carolina border. The area is nmostly rural with a total population
of 14,159. Enpl oynent opportunities are provided through various
i ndustries including wood products, food processing, textiles, and
agriculture. 1In addition, the Greensville Correctional Facility
provi des approxi mately 1,000 |ocal jobs. The current unenpl oyment
rates for the City of Enporia and Greensville County are 7.0% and
4.5% respectively. This conpares to a jobless rate of 4.0%for the
Commonweal t h.

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

The bank routinely contributes financial and technical assistance to
various |l ocal nonprofit organizations, schools, and community
groups. Financial donations to these types of organizations totaled
$6,945 in 1995 and $3,055 in 1996. Furthernore, senior managenent,
di rectors, and ot her bank personnel are actively involved with a
vari ety of organizations including | ocal governnent, the Enporia
Greensville Industrial Devel opment Corporation, and the Enporia

I ndustrial Devel opment Authority.

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



