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GENERAL | NFORMATI ON

This docunent is an evaluation of the Community Reinvestment Act (CRA)
performance of The Forest Hill State Bank, Bel Air, Maryland, 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 March
11, 1996. It does not reflect any CRA-related activities that nay have
been initiated or discontinued by the institution after the conpletion of

t he exam nati on.

The purpose of the Comunity Reinvestnment 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 exanm 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, anended 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 absolute
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 deternining 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

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 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 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 communicate 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 assist in community devel opnent.
Directors and officers maintain relationships with regiona
econom ¢ devel opnent organi zations, trade associations, and civic
groups to determne community credit needs. Additionally, |oca
political, business, and conmunity | eaders and organi zati ons are
contacted on a regular basis to identify area concerns and needs.

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

pur poses of the Community Rei nvestnment Act.

Concl usi on/ Support

The board of directors has adopted and approved a fornmal CRA
policy that addresses various aspects of an effective CRA program
i ncludi ng outreach efforts, marketing, training, periodic self-
assessnments by the board of directors, and branch cl osing
procedures. The programis directed by a CRA conmittee that neets
nonthly to devel op and nonitor CRA activities. Under the
direction of this conmittee, two subcommittees eval uate products,
services, and marketing strategies. The board of directors is
kept inforned of CRA activities through seni-annual reports from
the CRA cormittee. Furthernore, the board has adopted an expanded
CRA Statement that includes a description of the bank’s
performance in helping to nmeet community credit needs.

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 nake menmbers of the
community aware of the credit services offered by the institution.




Concl usi on/ Support

Mar keting efforts have primarily consisted of service and product
advertisements placed in | ocal newspapers and broadcast on a |oca
radio station. Mst of the advertising is designed to generate
communi ty awareness of the institution and informresidents of
general financial services offered. Specific product information
is pronoted through brochures, panphlets (available in Spanish),
an officer call program and account representatives in all bank
of fices. These marketing strategies are considered effective
given the institution's size and |ocation.

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

| oans, and small business or small farmloans within its
community, or the purchase of such | oans originated in its
communi ty.

Concl usi on/ Support

As identified in the CRA Statenent ratified by the board of

di rectors on Cctober 25, 1995, a full range of credit products is
of fered including | oans for home purchase, hone inprovenment, hone
construction, consuner, small business, commercial, and conmunity
devel opment pur poses.

Primarily a consumer |ender, approximately 58% of the bank's
portfolio is conmprised of |oans secured by one- to four-famly
residential properties, construction and | and devel opnent | oans,
and credits extended for consumer purposes. Since the previous
eval uation, the institution has originated 4,499 consuner |oans

totaling $71 nillion. Specifically, 113 home purchase | oans for
$11.8 million, 57 refinance |oans totaling $4.3 million, and 69
home construction |oans totaling $8.7 nmillion were nade. These

figures include credit extended under two in-house | oan prograns
that focus on providing affordabl e housing. The Affordable Hone
Owner ship Program (AHP) and the First-Time Hone Buyers Program
(FTHP) offer 95% financing to eligible | ow and noderate-income
residents. The AHP product has a 35-year anortization, a maxi num

| oan anpbunt of $87,500, and is available to borrowers with incomes
bel ow $28, 518, which, for conparison, is 54% of the estimted 1996
medi an fam |y income for the Baltinore, MD Metropolitan
Statistical Area (MSA). A 30-year FTHP loan for up to $91,000 is
of fered to applicants who are buying a first hone with an incone
of $32,000 or less. During the previous 24 nonths, the bank nade
14 AHP and ten FTHP |l oans totaling $1.8 nmillion.

The bank has al so actively pronoted a new home equity programthat
all ows custoners to borrow 100% of the equity in their home up to
$50, 000 for 15 years; no closing costs or points are assessed for
the loan, and a credit decision is provided within 24 hours.

Since the program s inception in January 1996, over 123 hone
equity loans for $4.7 mllion have been extended.



Concl usi on/ Suppor t--contd.

Addr essi ng ot her consunmer borrow ng needs, nobile hone as well as
| oans for small dollar amounts are frequently offered to hel p neet
the credit needs of |ow and noderate-incone borrowers. Ten
nobi |l e home | oans ($838,000) and 163 | oans for $1,500 or |ess have
been provided since March 21, 1994

In addition to neeting the credit needs of consuners, the
institution routinely extends small business and commerci al | oans
to finance business start-up, facility expansion, and worKking
capital. From March 1994 to March 1996, 1,275 comrercial | oans
totaling $56.2 million were originated. A mpjority of these |oans
were provided to small businesses with revenues under one mllion
dollars. Agricultural |oans address a credit need in the rura
portions of the delineated conmunity. Since the previous

eval uation, approximtely $660, 000 has been advanced to support
agricultural related activities.

The types of credit offered by the bank address a substanti al
portion of community credit needs, and | ending vol ume denonstrates
a high level of responsiveness to neeting these needs.

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

Federal Housing Adm nistration (FHA) and Veterans Administration
(VA), as well as conventional nortgages, are available through a
bank affiliate, Mercantile Mrtgage Corporation (ML).
Applications and referrals for these types of credit are taken at
a satellite office of MMC | ocated at the bank’s nmain office
Nei t her the volume of applications taken through the MMC facility
nor the nunber of nortgage |oans originated by MMC within the
del i neated comunity coul d be determ ned.

Smal | Busi ness Administration (SBA) |oans are offered and during
the past 24 nmonths, four SBA loans totaling $1 million were
originated. Credit in conjunction with the Maryl and Smal | Busi ness
Devel opnment Fi nancing Authority (MSBDFA) is also available, but no
| oans have been recently extended.

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 majority of Harford
County, Maryland; the contiguous portions of western Cecil County,
Maryl and; and sout hern York County, Pennsylvania. These counties
are respectively located in the Baltinore, W/I m ngton-Newark, DE
and York, PA MSAs. This delineation appears reasonable, nmeets the
pur pose of the regul ation, and does not exclude | ow and noder at e-
i ncome areas.




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

Concl usi on/ Support

Managenent annual ly anal yzes t he geographic distribution of
nortgage related | oan applications reported on the Loan
Application Register (LAR) as required by the Hone Mortgage

Di scl osure Act (HVDA). The volume of |ending inside the
delineated comunity and in | ow and noderate-income tracts is
eval uated. The CRA conmittee periodically reviews this
information and the results are presented to the board of
directors for assessing the reasonabl eness of the delineated
communi ty.

A review of the LAR shows that 89% (336/376) of applications taken
and 88% (281/319) of | oans originated were within thedelineated
community. Only three census tracts in the delineation are

consi dered | ow and noderate-income, with incone |evels of |ess
than 80% of the corresponding MSA nedian fanmily income. Eight
(2.4% applications were received fromthese census tracts.

Approxi mately 6% of the popul ation and 3. 3% of owner-occupi ed
housing units in the defined community are within such tracts.

Managenent al so prepares a geographic analysis of all accepted and
deni ed credit requests by census tract. A review of these data
for 1994 reveal ed that 71% of |oans originated and 56% of denied
credit requests were fromwi thin the delineated community. A
significant portion of the denials involved applications forwarded
from car deal erships.

The bank’s anal ysis, the HVDA data, and a review of recently
accepted and deni ed applications conducted during the exam nation
demonstrated a reasonabl e penetration into all segnents of the
communi ty.

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

Concl usi on/ Support

The institution’s seven offices are reasonably accessible to al
segnents of the community and the hours of operation are

consi dered convenient. No offices have been opened or cl osed
since the previous CRA evaluation. A formal policy addressing
branch closings that neets the requirenments of the Federal Deposit
| nsurance Corporation |nproverment Act of 1991 has been adopt ed.

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, procedures, and training have been devel oped
supporting nondiscrinmnation in |l ending and credit activities.
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M norities accounted for 3.9% of the 336 HVDA reported nortgage
applications fromthe delineated commnity; the proportion of
mnorities in the bank's nmarket is 7.1% Applications are
solicited fromall segnents of the community, including | ow and
noder at e-i ncone ar eas.

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

Concl usi on/ Support

A review was nade of witten |loan policies, forms, recently
accepted and denied | oan applications; and a | oan officer

i nterview was conducted to determine conpliance with fair housing
| aws and regul ations. The institution is in conpliance with the
substantive provisions of antidiscrimnation | aws and regul ati ons.
A review of the technical requirements of HVDA, however, reveal ed
several reporting deficiencies on the 1994 LAR however, the
useful ness of the data was not conprom sed.

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 the bank exhibits a | eadership role
in the pronotion of econonic development within its community.
Participation in various projects has taken the form of direct

| oans, contributions, financial services, and technical expertise.

The institution supports community devel opment primarily through
direct lending to small businesses, individuals, and nonprofit
organi zations, as evidenced by a 91% | oan-to-deposit ratio. Loans
to businesses, including financing of business start-up and
expansi on projects, have hel ped create enpl oynent opportunities
for local residents. Sone of the |oans recently extended for
communi ty devel opment purposes incl ude:

Construction financing to a church to build an addition for an
educational facility.

An extension of credit to a femal e business owner to open a
private school

Provision of a revolving line of credit to a mnority smal
busi ness owner to purchase additional inventory.

A loan for the expenses associated with the start-up of a pet
store.

A line of credit to a local non-profit shelter that assists
fam lies in need for start-up costs and to purchase furniture.

A working capital loan to a nonprofit organization that
provi des counseling and training for single wonen, unwed
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not hers, and senior citizens.

Credit to a farmer to construct an additional barn for dairy
producti on.

A loan to an autonpbile service center to purchase real estate
for an additional service center.

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/ Support

The institution supports the devel opment or inplenentation of
projects that pronpote revitalization and growh consistent with
its size, financial capacity, and | ocal conditions. A substanti al
portion of the bank’s delineated community is in Harford County,
Maryl and. The remai nder of the community includes contiguous
portions of Cecil County, Maryland, and York County, Pennsyl vani a.

Concl usi on/ Suppor t--contd.

The population in the delineation is approxi mtely 192,000, based
on the 1990 census. The |l ocal econony is diverse and includes a
variety of employers including manufacturing conpanies, the
agricultural industry, technol ogy based conpani es, the Federa
Government, and many retail-service related busi nesses. The
unenpl oynent rates as of January 1996, for Harford and Ceci
Counties were 6.8% and 10.4% respectively.

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, a bank officer is the chairperson of Harford County
Housing, Inc., a nonprofit entity organized to identify solutions
regardi ng the ongoi ng need for affordable housing in the county.
The CRA officer is a menmber of the CRA/ Conpliance Alliance, a
group of area banks formed to devel op and inplenent nmutually
beneficial progranms for the area. This group is in the process of
creating a |l oan pool to benefit nonprofit groups such as Harford
County Housing, Inc. A branch manager serves as a director on the
Mason Di xon Community Center, which provides basic necessities to
| ow-incone families in a portion of York County, Pennsylvania and
northern Harford County. He also assisted in forming the Mason

Di xon Busi ness Association, a trade group representing |oca

busi nesses in the sane areas of York and Harford counties.

Finally, bank enpl oyees have participated in the Senior Expo,
which allows the elderly in the community to find out about what
bank products and services are avail abl e.

Monet ary donations are also regularly provided to nonprofit and
charitabl e organi zations. Since the previous eval uation, the bank
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has nade donations to various community groups and nonprofit
organi zati ons.

There appear to be no restrictions on the bank’s ability to
provide credit to the comunity consistent with its human and
financi al resources.



Regr essi on Program Usage Report

(This formshould be filled out for each exani nation conducted involving a
HVDA reporter.)

I nstitution Nane: The Forest Hill State Bank
City, ST: Bel Air, Maryland
Exam Dat e: March 11, 1996

Nunmber of HMDA LAR records: 376

Year (s) of data consi dered: 1994
FHA, VA, & Convent i onal Ref i nanci ngs Home | npr ovenent
FnmHA HOME Pur chase Honme Purchase
1994 Year 1994 Year 1994 Year 1994 Year
VWi te Approval s 78 0
VWi te Denials 16 0
Mnority Ap- 4 0
proval s
M nority De- 3 0
nials
Was Step 1 of regression programrun? N

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

What grouping(s) of data (i.e, |oan type, M N Pr > Chi

| ocation, year(s), etc.) were used? Squar e Val ue
(1)
(2)
(3)
(4)
(5)
(6)




Results from Regression Step 2

(Fill this page out for each grouping on which step 2 was run.)

St andard Vari abl es whi ch were not needed for

Step 2:

Judgnent al Vari abl es which were coll ected for
Cash Avail able for Cl osing
Refi from Same Lender

Step 2:
Speci al Loan Program
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:




CONSUMER AFFAI RS EXAM NATI ON
SUMVARY DATA

Board of Governors
of the Federal Reserve System

State Menber Bank: The Forest Hill State Bank

Bel Air Mar yl and
Dat e of Latest
DSBB _05240790 Asset Size $ 238,589 Cal | Report 95 12 31
YY MM DD
Commencenent Date _96 03 11 Endi ng Date 96 03 15
YY MM DD YY MM DD
Dat e of Previous
Transmttal Date Exami nati on 94 03 21
YY MM DD YY MM DD
Exami ner in Charge Courter, Robert J. 11 No
Last First M For ei gn Banki ng Organi zation
Nunmer of Conponent s of
Exam' ners_8 Conpliance Rating __2 CRA Rating __O CRA Rating_1l-1-2-
-1
Supervi sory Action: MOoU Ot her Informal Administrative Action

__ Witten Agreenent Cease and Desist __ Civil Mney Penalty

Conduct of Exam nati on Concurr ent _ X Separ at e

Type of Exam nation _ X Reqgul ar - Limted Scope
__ Followup - Speci al

Bank Structure X Centralized Decentral i zed

Regi onal Processing Center
Nunber of Facilities 7
Of-site 0

Publ i ¢ Eval 4

Nunber of Facilities Exan ned 1
I n Bank 240 Subt ot al 240

Exam ner Hours:

Rpt Witing _25 Admi n 5 Tot al 274

Hours Spent per Regul ation: (In-Bank, Of-site, and conbi ned)

Reg. B FHA Reg. C FCRA Reg. H Reg. M Reg. Q Reg. D R

E

S

P

A

Of-site 0 0 0 0 0 N A 0 0 0

I n- Bank 54 2 30 2 2 N A 1 1 8

Tot al 54 2 30 2 2 N A 1 1 8
Page 1 of 4 FR 1195 (2/94)



Reg. FDCPA Reg. Reg. Reg. E Ri ght to Reg. CC R|R
z BB AA Fin. Pr. e|u
g |
. |e
D
D|7
8
Of- 0 N A 0 0 0 0 0 O|N
sit /
A
| n- Bank 79 N A 30 1 3 2 2 2 }\I
3
A
Tot al 79 N A 30 1 3 2 2 % }\I
A
1. Alphanumericfields E = statutory/regulation exemption ~ N/A = no activity noted or reviewed
Communi ty Contacts by Organi zation Type
I Il 111 1 [V \Y Vi Total 1

Page 2 of __ 4

FR 1195 (2/94)




St ate Menber Bank: Name

City

State

Loan Types

Ti me
and
Demand
Loans

| nst al -
nment

Tot al Loans

Overdraft
Checki ng
Account s

O her

Cl osed
End
Account s

O her
Open End
Account s

Real
Est at e
Loans

SAMPLE REQUI REMENTS

Nunmber of Loans in
Uni ver se

Nunmber of Loans
Sampl ed Statistically

Nunber of Loans
Sampl ed Judgnental |y

Nunber of Rejected
Applications Sanpl ed

OVERCHARGE

Nunber of Actual
Over char ges

Anount of
Over char ges

Dol | ar
Act ual

Nunmber of Potentia
Over char ges

Dol I ar Ampunt of
Pot ential Overcharges

| NSTRUCTI ONS FOR COMPLETI ON OF VI OLATI ONS PAGE( S)

When conpleting violation entries:

1. Make sure all ones are 4.
witten as 1 and all zeros 5.
are witten as O.

2. Use only capita
wite the letter
as |.

3. Use no punctuation such as
comms, periods, "TOT" in
Reg. or Act box.

letters; 6.
"eye"

In the three exanpl es shown bel ow

Reg. or Act Secti on
Exampl e 1. V4 7 A2
Exanmpl e 2. FDCP 8 05
Exanpl e 3. B 7 D5

the foll owi ng meaning will
1. Regulation Z Section 7(a)(2)
2. Fair Debt Collection Practices Act
3. Regul ation B Section 7(d)(5)
Page 3 of __ 4

Al

Section 805(a) (1)
5 violations

Left justify all entries.
Record all entries
vertically.

Be sure that the total

for each page is entered
at the bottom of the page.
These totals are
identified by the letters
or parent heses.

No. of

Vi ol ati ons Pol i cy Guide
30
297
5 X

be transl ated by Data Processing:

30 violations
297 viol ati ons
Pol i cy Guide Invoked
FR 1195 (2/94)



St ate Menber Bank: Name

City State
Vi ol ati ons
Nunber of Pol i cy File
Reg. or Act. Secti on Vi ol ations Techni cal Gui de Sear ch
TOT X X X X X

Page 4 of __ 4 FR 1195 (2/94)



