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GENERAL | NFORMATI ON

The Community Rei nvestnment Act (CRA) requires each Federal financial supervisory
agency to use its authority when examining 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 ghborhoods,
consistent with safe and sound operation of the institution. Upon conclusion of
such exami nation, the agency nust prepare a witten evaluation of the
institution's record of nmeeting the credit needs of its community.

This docunent is an evaluation of the Community Reinvestment Act (CRA)

per formance of Hi ghl ands Uni on Bank prepared by The Federal Reserve Bank of

Ri chnond, the institution's supervisory agency, as of May 6, 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's | oan-to-deposit ratio is considered reasonable given its financial
capacity and location. Furthernore, the institution's high [evel of I|ending
within the assessnent area and reasonable |l ending levels to | ow and noderate-

i ncone borrowers and to residents throughout the community denonstrate an overal
satisfactory |l evel of perfornmance



The followi ng table indicates the performance |evel of Hi ghlands Union Bank with
respect to each of the five performance criteria.

SMALL
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DESCRI PTI ON OF | NSTI TUTI ON

Hi ghl ands Uni on Bank currently operates four full service branches and one drive-in
facility. Two branches and the drive-in facility are located in the Town of Abingdon,
whil e one branch is located in the City of Bristol, Virginia, and one in Washi ngton
County. As of March 31, 1995, the bank reported assets of $172 mllion. The majority
(7099 of these assets consist of |oans. The conposition of the loan portfolio is as
follows: 66%real estate (consuner, business, and agricultural), 20% consuner, and
14% commercial . The bank offers a broad range of credit and deposit services, which
are generally available at each branch. Credit services include residential nortgages
for home purchase, home inprovenent, and hone construction purposes and | oans for
various consuner, small business, and agricultural needs. Based on vol une, unsecured
consurmer | oans were identified as the bank's primary credit product.

DESCRI PTI ON OF ASSESSMENT AREA

The bank's assessnent area enconpasses all of Washington County and the City of
Bristol, Virginia. While the area is primarily rural, Wshington County is part of
the Bristol Metropolitan Statistical Area (MSA). There are 15 census tracts that nmake
up the assessment area of which 14 are populated. O the populated tracts three are
consi dered noderate-incone, nine are mddl e-inconme, and two are upper-incone.
According to the 1990 census, the population for the area totaled 64,313. The
mnority population for the area is 3.3% As of March 1996, the unenploynent rate for
Washi ngt on County was 7% while the City of Bristol, Virginia, had an unenpl oynent rate
of 3.8% The local economy is primarily dependent on | ocal manufacturing conpanies
and agriculture. The major manufacturing enployers in the area are Westinghouse

El ectric Corporation, Bristol Conpressors, Inc., Camac Corporation, M d-Muntain
Foods, Col unmbus MKi nnon Corporation and U S. Gypsum Conpany, Inc. Agricultura
activities primarily involve poultry and egg production. A conmunity contact was
performed with a | ocal public official to further assist in evaluating the bank's CRA
performance. Information gathered fromthe contact reveal ed that |ocal financia
institutions have been active in neeting the credit needs for the area.

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 eight quarters was 78% During
this period, the |oan-to-deposit ratio has generally renmained constant and is

consi dered reasonabl e given the bank's financial capacity, size, and current |oca
econom ¢ conditions. The bank's level of lending is responsive to the area's |oan
demand. The average | oan-to-deposit ratio for bank's headquartered in metropolitan
areas of Virginia of simlar size to Hi ghlands Union Bank is 71% Furthermore, the
Virginia portion of the Bristol MSA has only one other bank similar in size
headquartered in the area. |Its current |oan-to-deposit ratiois 76%



LENDI NG | N ASSESSMENT AREA

A sanpl e of 167 unsecured consumer and 51 hone inprovenent |oans was reviewed to
determ ne the bank's lending within its assessment area. As illustrated by the chart
below, a majority of the nunber and dollar anpunt of the sanpled | oans have been
provided to residents of the area.

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

I nsi de Assessnent Qut si de Assessnent
Ar ea Ar ea Tot al
Total Number of Loans 198 20 218
Percent age of Total Loans 91% 9% 100%
Total Anpunt of Loans
(000's) $1, 787 $83 $1, 870
Percent age of Tot al
Armount 96% 4% 100%
LENDI NG TO BORROVERS OF DI FFERENT | NCOVES
The following charts illustrate the distribution of the sanpled | oans extended within

the assessnment area by the inconme | evel of the borrower.

The sanpl es consist of 148
unsecured consumer and 50 hone i nprovenent | oans.

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

Unsecured Consuner Loans

Low- Moder at e- M ddl e- Upper -

| ncone | ncone | ncone | ncone Tot al
Total Nunmber of Loans 38 33 30 47 148
Percent age of Total Loans 26% 22% 20% 32% 100%
Total Ampunt of Loans
(000' s) $82 $122 $150 $605 $959
Percent age of Tot al
Anmpunt 9% 13% 16% 62% 100%




Hone | nprovenent lLoans

Low- Moder at e- M ddl e- Upper -

| ncone | ncone | ncone | ncone Tot al
Total Nunmber of Loans 5 17 18 10 50
Percent age of Total Loans 10% 34% 36% 20% 100%
Total Ampunt of Loans
(000' s) $32 $173 $267 $355 $827
Per cent age of Tot al
Anpunt 4% 21% 32% 43% 100%

The volume of this lending activity to | ow and noderate-income residents for
unsecured consumer (48% and for honme inmprovenent |oans (44% is sonewhat greater than
the area's representation in these income groups. Low and noderate-inconme residents
comprise 23% (I owincone) and 19% (noderate-i ncome) of the assessnment area. M ddle-
and upper-incone residents conprise 22% (m ddl e-i ncone) and 36% (upper-incone) of the
assessment area. The bank's consumer lending is considered to be reasonably

di stributed anong all income |evels, including | ow and noderate-incone.

GEOGRAPHI C DI STRI BUTI ON OF LOANS

The review of loan files also included an anal ysis of |ending ambng vari ous census
tracts within the institution's assessnment area. There is one |owincome census tract
| ocated in the assessnent area, however, it is not populated. As shown by the
following charts, the majority of the sanpled | oans have been extended in niddl e-

i ncome areas.

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

Unsecured Consuner Loans

Moder at e- M ddl e- Upper -

| ncone | ncone | ncone Tot al
Total Nunmber of Loans 16 111 21 148
Percent age of Total Loans 11% 75% 14% 100%
Total Ampunt of Loans
(000' s) $46 $807 $108 $961
Percent age of Tot al
Anmpunt 5% 84% 11% 100%




Hone | nprovenent lLoans

Moder at e- M ddl e- Upper -

| ncone | ncone | ncone Tot al
Total Nunmber of Loans 7 40 3 50
Percent age of Total Loans 14% 80% 6% 100%
Total Ampunt of Loans
(000' s) $30 $787 $10 $827
Percent age of Tota
Anmpunt 4% 95% 1% 100%

Wthin the assessnent area, 21% of the popul ation reside in noderate-income areas, 65%
reside in mddle-incone areas, and the remaining 14%reside in the upper-incone areas.

The bank's geographic distribution reflects a reasonabl e di spersion throughout the
assessnment area.

COVPLI ANCE W TH ANTI DI SCRI M NATI ON LAWS AND REGULATI ONS

No credit practices inconsistent with the provisions of the fair housing and fair
I ending | aws and regul ations were identified. A procedural deficiency along with
i sol ated and technical violations of Regulation C s Hone Mortgage Disclosure Act were

identified. Adequate policies, procedures, and training prograns have been devel oped
to support nondiscrimnation in | ending activities.



Regr essi on Program Usage Report

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

Institution Name: Highlands Union Bank

City, ST: Abingdon, Virginia

Exam Date: May 6. 1996

Nunmber of HWVMDA LAR records: 1994 - 257; 1995 - 225

Year (s) of data considered: 1994 and 1995

FHA, VA, & Conventi onal Ref i nanci ngs Hone

FmHA HOVE Home Purchase | npr ovenent

Pur chase

1994 1995 1994 1995 1994 1995 1994 1995

VWi te Approval s 0 0 90 87 43 51 105 64
VWhite Denials 0 0 4 8 3 2 1 9
M nority
Appr oval s 0 0 4 1 1 0 6 3
M nority
Deni al s 0 0 0 0 0 0 0 0
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)




