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NOTE:

This evaluation is not, nor should it be construed as,
an assessnent of the financial condition of this
institution. The rating assigned to this institution

represent an anal ysis, conclusion or opinion of

the federal financial supervisory agency concerning the
safety and soundness of this financial institution.




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 comunity, including | ow and noderate-inconme nei ghborhoods, consistent with
safe and sound operation of the institution. Upon conclusion of such examination, the
agency must prepare a witten evaluation of the institution's record of nmeeting the
credit needs of its conmunity.

This docunent is an evaluation of the CRA performance of The State Bank of the

Al | egheni es in Covington, Virginia, prepared by The Federal Reserve Bank of Ri chnond,
the institution's supervisory agency, as of October 20, 1997. The agency rates the
CRA performance of an institution consistent with the provisions set forth in Appendix
A of 12 CFR Part 228.

I NSTITUTION'S CRA RATING This institution is rated Qutstanding.

The bank's | oan-to-deposit ratio appears reasonable given its financial capacity and
demand for credit in the area. A substantial majority of |oans sanpled during the
exam nation were provided to residents of the assessnent area. The institution's

I ending to | ow and nmoderate-incone borrowers significantly exceeds the proportion of
such fanmilies residing in the assessnent area. The distribution of |ending by income
| evel of geographies is considered reasonable.



DESCRI PTI ON OF | NSTI TUTI ON

The State Bank of the Alleghenies is headquartered in Covington, Virginia, and
operates offices in Bath County (1) and Clifton Forge, Virginia (1). As of June 30,
1997, the bank had total assets of $139 million, of which $90 million (64% were

| oans. Various deposit and | oan products are available through the institution

i ncluding residential nortgage, consumer, business, and agricultural |oans. The |oan
portfolio as of June 30, 1997, was conprised of 60%real estate secured (consunmer and
busi ness), 33% consumer, and 7% commercial. Based on the number of |oans extended
during the previous six nmonths, consuner |oans secured by notor vehicles were
identified as the principal credit product offered by the bank. The institution's
previous CRA rating was outstanding.

DESCRI PTI ON OF ASSESSMENT AREA

The State Bank of the Alleghenies' assessnment area is conprised of Alleghany and Bath
Counties, Virginia, including the Cities of Clifton Forge and Covi ngton, Virginia.
The area al so i ncludes one census tract (401.00) in Botetourt County, Virginia, and
two census tracts (502.98 and 503.98) in Craig County, Virginia.

According to the 1990 census data, the assessnment area has a popul ation of 32,981 and
contains 18 census tracts and one bl ock nunbering area (BNA). Eleven of these

geogr aphi es are considered | owincone, seven are m ddl e-incone, and one is upper-
incone. There are no noderate-income geographies within the assessnent area, and the
11 lowincome areas are unpopul ated. Many of the unpopul ated geographi es conprise a
national forest.

Located in the southwestern portion of the Cormonwealth, the | ocal conmunity is
predom nantly rural. Westvaco, a paper manufacturer, is a major enployer in the area.
The CGovernnment, manufacturing conpanies, and agriculture provide additiona

enpl oyment opportunities. As of August 1997, unenploynent rates for Alleghany, Bath,
Botetourt and Craig Counties were 5.4% 3.1% 3.2% and 3.9% respectively. The

jobless rate for the Conmonwealth is 4.1% The 1997 nedian-fam ly incone for
nonnmetropolitan areas within Virginia is $34, 800.

A local government official was contacted during the exam nation to further assist in
eval uating the bank's CRA performance. Although real estate financing is readily
avail able by the local financial institutions, new home construction for affordable
housing is limted.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

The institution is responsive to area | oan demand. During the six-quarter period
endi ng June 1997, the average quarterly |oan-to-deposit ratio for institutions
headquartered in nonmetropolitan areas of Virginia and of simlar asset size to The
State Bank of the All eghenies ranged from69%to 72% The bank average | oan-too-
deposit ratio for the previous six quarters is 69% and neets standards for
satisfactory performance given the institutions financial capacity, size, and current
| ocal econom c conditions.



LENDI NG I N ASSESSMENT AREA

To determne the institution's volune of
of 141 of the 465 consuner

previous six nmonths was revi ewed.

foll owing table.

Compari son of Credit

l ending within the assessnent area,
| oans secured by notor vehicles extended during the
The lending distribution is represented in the

a sanpl e

Ext ended | nside and Qutside of Assessnent Area

I nsi de Assessnent Qut si de Assessnent
Ar ea Ar ea Tot al
Total Number of Loans 115 26 141
Percent age of Total Loans 82% 18% 100%
Total Amount of Loans (000's) $1, 147 $431 $1,578
Percent age of Total Anount 73% 27% 100%

As illustrated above,

a substanti al

majority of the nunmber

sanpl ed | oans were provided to residents of the assessment

LENDI NG TO BORROVWERS OF DI FFERENT | NCOVES

A review of the 115 consuner

assessment
foll owi ng chart

area was conducted to anal yze borrower
illustrates the distribution of sanmpled | oans by inconme |evels.

and dol | ar
ar ea.

amount s of the

| oans secured by notor vehicles extended within the
i ncome characteristics.

The

Distribution of Loans by Incone Level of Borrower
Moder at e- M ddl e- Upper -

Low- | ncome I ncone I ncone I ncone Tot al
Total Number of Loans 30 37 25 23 115
Percent age of Tot al
Loans 26% 32% 22% 20% 100%
Total Anpunt of Loans
(000" s) $238 $388 $241 $280 $1, 147
Percent age of Tot al
Loans 21% 34% 21% 24% 100%

For purposes of conparison,
residing in the assessment

i ncone | evel s.

m ddl e-,

the followi ng chart depicts the distribution of famlies
area according to | ow, noderate-,

and upper -




Percentage of Families in Assessnent Area by Incone Level

Moder at e- M ddl e- Upper -
Low | ncome | ncone | ncone | ncone Tot al
Per cent of
Popul ati on 20% 18% 24% 38% 100%

When conpared to the distribution of area fanmlies, the percentage of |oans extended
to | ow and noderate-income borrowers (58% substantially exceeds the proportion (38%
of such fanmilies in the community. Furthernore, 55% of the dollar amunts of |oans
secured by notor vehicles were nmade to these borrowers.

GEOGRAPHI C DI STRI BUTI ON OF LOANS

As mentioned previously, there are no noderate-incone areas |located within the
assessnment area, and none of the | owincone geographies included within the assessnent
area are popul ated. Eighty-nine percent and 11% respectively, of the sanpled | oans
were made within nmiddl e- and upper-geographi es. The geographic distribution of the
sanpl ed | oans appears reasonabl e and cl osely corresponds to the popul ation (83%

m ddl e-i ncome and 17% upper-incone) residing in such areas.

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

No credit practices inconsistent with the substantive provisions of fair housing and
fair lending | aws and regul ations were identified. No technical violations of the
Equal Credit Opportunity Act's Regulation B were noted. Adequate policies, proce-
dures, and training prograns have been devel oped to support nondiscrimnation in

| endi ng activities.



