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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 usi on 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 Reinvestment Act (CRA)
performance of The Farmers & Merchants Bank of Craig County prepared by The
Federal Reserve Bank of Richnond, the institution's supervisory agency, as of
April 8, 1996. The agency rates the CRA performance of an institution
consistent with the provisions set forth in Appendix A of 12 CFR Part 228.

| NSTI TUTI ON' S CRA RATI NG This institution is rated Qutstanding.

The Farners & Merchants Bank of Craig County has a | oan-to-deposit ratio that
is considered reasonable for the assessnment area. Based on a sanple of |oans,
performance regarding lending in the bank’s narket and to borrowers of

di fferent incone |levels denpnstrate a strong responsiveness to |local comunity
credit needs that exceeds performance expectations. The assessnent area
contains only niddl e-income bl ock nunmbering areas or census tracts; therefore
di stribution of lending by income |evel of geographies was not considered in
assigning the CRA rating.



The following table indicates the performance | evel of The Farmers & Merchants
Bank of Craig County with respect to each of the five performance criteria.

SMVALL THE FARVMERS & MERCHANTS BANK OF CRAI G COUNTY
I NSTI TUTI ON PERFORMANCE LEVELS
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Exceeds Meet s Does not
St andar ds St andar ds neet
for for St andar ds
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Rati o

Lending in X
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Ar ea

Lending to X
Bor rower s of

Di fferent |ncones
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of Different Sizes

Not applicabl e

Geogr aphi ¢
Di stribution of
Loans
No conpl ai nts have been received since the prior
Response to exam nation
Compl ai nts




DESCRI PTI ON OF | NSTI TUTI ON

The Farners and Merchants Bank of Craig County has one office in New Castle which
is located in Craig County, Virginia. As of Decenmber 31, 1995, the institution had
assets of $27.5 million. The bank's primary focus is on consunmer |ending with
nearly 78% of its loan portfolio conposed of consuner |oans and | oans secured by 1-
4 famly residential properties. Comrercial and farmloans are al so available for
a variety of business needs.

DESCRI PTI ON OF ASSESSMENT AREA
The bank's assessment area is defined as the entire county of Craig, which contains

three census tracts including two with no population, as well as the follow ng
census tracts or Block Numbering Areas (BNAs) | ocated in surrounding counties:

G les County
9901

Bot et ourt County
401

Roanoke County
301

The assessnment area is situated in the south central portion of the Conmonweal th
bordering the state of West Virginia. The Jefferson National Forest constitutes a
| arge portion of the land in the area. Craig County had a 1990 popul ati on of 4372
peopl e, of which less than 1% are mnorities. Approximtely 37% of local fanmilies
are consi dered | ow and noderate-incone while mniddl e and upper-inconme famlies
comprise 21% and 42% of the area popul ation, respectively. Enploynent
opportunities are limted inside Craig County, and a majority of its residents
commute to the neighboring cities of Roanoke, Bl acksburg or Covington for work.

The maj or area enpl oyers are Westvaco, Radford Amunition and Arsenal, and Virginia
Pol ytechnic Institute and State University. As of February 1996, the unenpl oynment
rates for Craig, Gles, Roanoke, and Botetourt Counties were 4.5% 7.2% 1.9% and
2.5% respectively, conpared to a statewide rate of 4.3% A public official
contacted during the exam nation indicated that the Roanoke Valley region of the
Commonweal th continues to benefit from sustained econonmic growmh, as reflected in

t he af orenenti oned unenpl oynent figures.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

The bank's average | oan-to-deposit ratio for the previous five quarters was
approximtely 70% This ratio is reasonable given |ocal econonic conditions that
suggest steady credit demand and considering the institution's size, financial
condition, and | ocation.

LENDI NG | N ASSESSMENT AREA
A sanple of 170 recently extended consuner |oans was reviewed to determine the

institution's lending activity within its assessnent area. The sanple consisted of
102 unsecured | oans and 68 real estate |loans that are included in the table bel ow



Conpari son of Credit

Ext ended I nside and Qutside of Assessnent Area

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

Total Nunber of 162 8 170
Loans

Percent age of Tot al 95% 5% 100%
Loans

Total Ampunt of $3, 200 $197 $3, 397
Loans (000's)

Percent age of Tot al 94% 6% 100%
Amount
As illustrated in the table, alnopst all of the nunmber and dollar amount of the

sanpl ed | oans were provided to residents of the assessment

ar ea.

LENDI NG TO BORROVWERS OF DI FFERENT | NCOVES AND TO BUSI NESSES OF DI FFERENT Sl ZES

The followi ng table shows the vol une of

Distribution of Loans by Incone Level

of Borrower

| ending to borrowers of different incomes.

Total lLoans
Low- | ncone Moder at e- M ddl e- Upper - Tot al

I ncome I ncome I ncone
Total Number of 44 36 49 33 162
Loans
Per cent age of 27% 22% 30% 21% 100%
Total Loans
Total Anpunt of $204 $546 $1, 089 $1, 361 $3, 200
Loans (000's)
Per cent age of 6% 17% 34% 43% 100%

Tot al Anpunt

Nearly half (499 of the |oans sanpled fromw thin the assessment area were

extended to | ow and noderate-income borrowers.
activity exceeds the proportion of such residents (37%

The volunme of this |ending
living within Craig County.




GEOGRAPHI C DI STRI BUTI ON OF LOANS

O the two |lowincone BNAs | ocated within the assessnent area, neither are

popul ated. The remai nder of the assessment area is entirely conposed of niddle-
incone tracts or BNAs. Therefore, 100% of the | oans extended within the assessnent
area were in these mddle-inconme tracts or BNAs.

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 | aws and regul ations were identified. Violations of the
techni cal aspects of the Equal Credit Opportunity Act's Regul ation B were noted
Adequat e policies, procedures and training progranms have been devel oped to support
nondi scrimnation in lending activities.



