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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 Farmers and Merchants Bank of Stanley, Stanley, Virginia,
prepared by The Federal Reserve Bank of Richnond, the institution's
supervi sory agency, as of October 21, 1996. The agency rates the CRA
performance of an institution consistent with the provisions set forth in
Appendi x A of 12 CFR Part 228.

INSTITUTION' S CRA RATING This institution is rated CQutstanding.

The bank’s | oan-to-deposit ratio appears reasonable in relation to demand for
credit in the assessnent area. A mpjority of |oans sanpled during the

exam nati on were extended to borrowers residing within the assessnent area
Furthernore, a substantial portion of consumer credit extensions were provided
to | ow and noderate-inconme borrowers. The assessnent area consists solely of
m ddl e-i ncome census tracts; therefore, distribution of |ending by incone

| evel of geographies was not considered in this eval uation.



The following table indicates the performance | evel of Farmers and Merchants
Bank of Stanley with respect to each of the five performance criteria.
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DESCRI PTI ON OF | NSTI TUTI ON

Farmers and Merchants Bank of Stanley operates three offices |ocated in Page
County, Virginia. As of June 30, 1996, the bank had assets of approximtely $81.6
mllion, of which 65% were |oans. Various deposit and | oan products are avail abl e
through the institution, including | oans for residential nortgage, comercial,
consumer, and agricultural purposes. The |loan portfolio as of June 30, 1996, was
comprised of the following: 74%real estate secured (consunmer and business), 18%
consunmer, and 8% commercial. Based on |ending volune during the previous six

nont hs, consumer | oans were identified as the principal credit product offered by
the bank. The institution's previous CRA rating was satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA

The bank's assessment area enconpasses all of Page County and the follow ng two
census tracts in Rocki ngham County:

101. 98
102. 00

Al'l of the census tracts in the |l ocal conmunity are considered niddl e-i ncone.
According to the 1990 census, the population of the assessnent area is 28, 015.

Al though primarily rural, the area benefits froma sound industrial base that

i ncludes mmj or enpl oyers such as Wangler (men’'s and wonen’s clothing), \Wanpler
Longacre Chicken (poultry processing), The Genie Conpany (garage door openers), and
Lear Al Division (automotive interiors). As of August 1996, the unenpl oynent rates
for the Cormobnweal th of Virginia, Page County, and Rocki ngham County were 4% 3%
and 2.1% respectively. A community contact was performed during the examn nation
to further assist in evaluating the bank’s CRA performance. A representative from
an econoni ¢ devel opment organi zati on reveal ed that |ocal financial institutions
have been active in nmeeting the credit needs of the community.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

The average | oan-to-deposit ratio for the previous four quarters is 72% and is
consi dered reasonable given the institution’s size, location, financial capacity,
and current |ocal econonmic conditions. The bank's |level of lending is responsive
to the area’s | oan demand. The average | oan-to-deposit ratio for banks
headquartered in nonmetropolitian areas of Virginia of similar asset size to
Farnmers and Merchants Bank is 67%



LENDI NG | N ASSESSMENT AREA

A sanpl e of 105 recently extended consumer
bank's lending distribution within its assessnent area.

not or vehicle | oans and 53 unsecured i nstal ment

categories represent the | argest vol une of

| oans,

recent originations.

This sanple includ
since these two | oan
The not or

| oans was reviewed to determ ne the

ed 52

vehi cl es

| oans sanpled were either secured by or were for the purchase of used autonpbil es.
As illustrated in the chart below, a substanti al
amounts of the sanpled | oans have been provided to residents of the area.

Conparison of Credit

majority of the nunmber and doll ar

Ext ended I nside and Qutside of Assessnent Area

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

Total Nunber of
Loans 101 4 105
Percent age of Tot al
Loans 96% 4% 100%
Total Ampunt of
Loans (000's) $427 $36 $463
Percent age of Tot al
Anpunt 92% 8% 100%

LENDI NG TO BORROVWERS OF DI FFERENT | NCOVES

I nf ormati on about applicant

i ncone was gathered for the sanpled | oans located in

the assessnment area. The bank relies on net incone of the borrower as part of its
credit decision process. The following charts illustrate the distribution of
unsecured and mptor vehicle | oans extended to borrowers of different incone

| evel s.

Distribution of Loans by Incone Level of Borrower
Unsecured | nstal nent Loans
Low- | ncone Moder at e- M ddl e- Upper - Tot al
| ncone | ncone I ncone

Total Nunber of

Loans 26 14 9 2 51
Per cent age of

Total Loans 51% 27% 18% 4% 100%
Total Ampunt of

Loans (000's) $32 $30 $34 $7 $103
Per cent age of

Tot al Anmpunt 31% 29% 33% 7% 100%




Mot or _Vehi cl e Loans

Distribution of Loans by Incone Level of Borrower

Low- | ncone Moder at e- M ddl e- Upper - Tot al
I ncome I ncone I ncone

Total Number of
Loans 18 21 9 2 50
Per cent age of
Total Loans 36% 42% 18% 4% 100%
Total Anount of
Loans (000's) $68 $147 $70 $40 $325
Per cent age of
Total Anpunt 21% 45% 22% 12% 100%

The volume of this lending to | ow and noderate-incone residents (78% for both | oan
products) substantially exceeds the proportion of such famlies in the assessnent
area. Low and noderate-inconme famlies conprise 17% and 19% of the assessnent
area, respectively. It was deternined that considering gross incone rather than
net would likely | ower the percentages of total loans in these two incone

cat egories; however, using either net or gross inconme, lending to | ow and

noder at e-i ncome resi dents would be significant. G ven the denpgraphics of the
area, the institution's distribution of lending to borrowers reflects an excell ent
penetration anmong individuals of different income |evels.

GEOGRAPHI C DI STRI BUTI ON OF LOANS

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

As previously nmentioned, the bank's assessnent area is entirely conprised of
m ddl e-i ncome census tracts. Therefore, 100% of the nunber and dol | ar anount of
| oans extended within the assessnment area were in mddl e-i ncone census 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

housi ng and fair I ending aws and regul ations were identified. A violation of the
technical requirements of the Equal Credit Opportunity Act's Regul ati on B was
identified. Adequate policies, procedures, and training progranms have been

devel oped to support nondiscrimnation in |lending activities.



