GENERAL | NFORMATI ON

The Community Rei nvestnent Act (CRA) requires each Federal financial supervisory
agency to use its authority, when exanm 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-income nei ghborhoods, consistent with
safe and sound operation of the institution. Upon conclusion of such exam nation,
the agency nust prepare a written evaluation of the institution’s record of neeting
the credit needs of its conmmunity.

This docunent is an evaluation of the Community Reinvestment Act (CRA) performance
of Bank of MKenney, MKenney, Virginia, prepared by The Federal Reserve Bank of

Ri chnond, the institution’s supervisory agency, as of January 16, 1996. The agency
rates the CRA performance of an institution consistent with the provisions set
forth in Appendix A of 12 CFR Part 228.

INSTITUTION' S CRA RATING This institution is rated Satisfactory.

The bank at | east nmeets the expectations for satisfactory performance for each of
the assessnment criteria. No conplaints have been reported concerning the
institution's performance in neeting community credit needs.



The followi ng table indicates the performance |evel

respect to each of the five performance criteria.
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DESCRI PTI ON OF | NSTI TUTI ON

As of Decenber 31, 1995, Bank of MKenney had total assets of $36.5 million. The
majority of these assets (60% consist of |oans. The bank’s primary | ending focus is

consumer credit. Nearly 53%of its portfolio is conposed of either |oans secured by
one-to four-fanmly residential properties, nostly for consumer purposes, or other
consurmer credit including single paynent, instalnment, and student |oans. Comercia

and agricultural financing conprise the remaining 47% of the total portfolio. A new
full service branch has been opened since the previous evaluation, bringing the tota
nunber of branches to three. Since July 1994, deposits have grown $6.7 mllion
(2699, outpacing loan growth of $3.8 mllion (21%.

DESCRI PTI ON OF ASSESSMENT AREA

The assessnment area is conposed primarily of Dinw ddie County. The bank al so

i ncl udes census tract 8701 of Sussex County; block numbering area 9901 in Brunswi ck
County; and bl ock nunbering area 9901 in Nottoway County, Virginia. D nwddie
County, located just south of the City of Petersburg, Virginia, has a popul ati on of
21,000. The local econony is supported primarily by the agricultural industries in
the southern portion of the county and various small manufacturing facilities and
di stribution centers in the northern portion of the county. Dinw ddie County is

| ocated within the Richnond Metropolitan Statistical Area. The county's proximty to
the nmetropolitan areas of the Cities of Petersburg and Ri chnond provi des residents
access to additional enploynment opportunities. The current unenpl oyment rate for

Di nwi ddie County is 4.4% slightly above the Cormonwealth's rate of 4.2% A
communi ty contact was performed during the examination to assist in evaluating the
bank’ s CRA perfornmance.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

The bank’s average | oan-to-deposit ratio of 68% for the previous six quarters is
consi dered reasonable given the institution's size, financial condition, and
| ocati on.

LENDI NG | N ASSESSMENT AREA

A sanpl e of 73 unsecured consumer | oans was reviewed to deternine the distribution of
lending within the institution's assessment area. As illustrated below, a majority
of the number and dollar ambunts of the sanpl ed | oans have been provided to residents
of this area.

Conpari son of Credit Extended Inside and Qutside of the Assessnment Area

Loans Originated Loans Originated Qutside
I nsi de Assessment Area Assessnent Area
Total Number of Loans 62 11
Percent age of Total Loans 85% 15%
Total Ampunt of Loans (000s) $167 $42
Percent age of Total Anount 80% 20%

In addition, a review of the institution’s nortgage |ending activity during 1995 was
conducted. A sanple of 43 such loans indicated a mpjority of these credit extensions




(81% were made to residents within the bank’s assessnent area.



LENDI NG TO BORROVWERS OF DI FFERENT | NCOVES

The followi ng chart indicates that a majority of unsecured consumer | oans sanpl ed
within the assessnment area was extended to | ow and noderate-incone borrowers. The
volume of this lending to | ow and noderate-inconme residents substantially exceeds
the proportion of such residents in the assessnment area.

Distribution of Loans in Assessnent Area by |Incone Level of Borrower

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

Total Nunmber 42 10 6 4 62
of Loans
Per cent age 68% 16% 10% 6% 100%
of Tot al
Loans
Total Anpunt $85 $23 $42 $17 $167
of Loans
(000s)
Per cent age 51% 14% 25% 10% 100%
of Tot al
Anmount
Furthernore, as illustrated by the followi ng chart, the bank’s nortgage |ending

during 1995 denobnstrates that real estate credit is available to applicants of all
i ncome | evels.

Distribution of Mortgage Loans in Assessnent Area by I nconme Level of Borrower

Low I ncone | Moderate M ddl e Upper Tot al
I ncome I ncome I ncome
Total Number of 7 14 4 10 35
Loans
Percent age of Tot al 20% 40% 11% 29% 100%
Loans

GEOGRAPHI C DI STRI BUTI ON OF LOANS

The bank’s assessment area consists only of nmoderate- and middl e-i ncone areas. As
shown by the following chart, the majority of the sanpled unsecured consuner |oans
has been extended in noderate-income areas. The bank’s percentage of lending in such
areas is slightly higher than the proportion of the population within these areas.



Distribution of Loans Across Assessnment Area by Incone Level of Census Tract

Low | ncone Moder at e M ddl e Upper Total
| ncone | ncone | ncone

Total Nunmber of Loans NA 40 22 NA 62
Percent age of Tot al NA 65% 35% NA 100%
Loans
Total Anmpunt of Loans NA $108 $59 NA $167
(000s)
Percent age of Tot al NA 65% 35% NA 100%
Loans

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 housing
and fair lending |laws and regul ati ons were identified. Technical violations of the
Hone Mortgage Di sclosure Act’'s Regulation C and the Equal Credit Opportunity Act’'s
Regul ation B were noted. Adequate policies, procedures, and training progranms have
been devel oped to support nondiscrimnation in lending activities.



