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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-income nei ghborhoods, consistent with
safe and sound operation of the institution. Upon conclusion of such exam nation, the
agency must prepare a witten evaluation of the institution’s record of neeting the
credit needs of its conmunity.

This docunent is an evaluation of the Community Rei nvestnment Act (CRA) performance of
Virginia Conmunity Bank, Louisa, Virginia, prepared by The Federal Reserve Bank of

Ri chnond, the institution’s supervisory agency, as of April 21, 1997. The agency
rates the CRA performance of an institution consistent with the provisions set forth
in Appendi x A of 12 CFR Part 228.

INSTITUTION' S CRA RATING This institution is rated Qutstanding.

The bank’s | oan-to-deposit ratio is considered nore than reasonable given its
financial capacity and location. A mpjority of |oans sanpled during the examni nation
were provided to residents of the assessnent areas. The institution's lending to
borrowers of different incomes and businesses of different sizes within its assessnent
areas exceeds standards for satisfactory performance. Furthernore, while there are no
| ow-i ncone areas within the local communities, 66% of the sanpled | oans were extended
to persons and/or businesses residing in noderate-income geographies. |nvestnents and
services were al so considered in the performance rating. The bank has invested in a
fund that finances |owincome housing projects throughout Virginia. The institution
al so has provided | oans and made donations to | ocal conmunity devel opnent
organi zati ons.



The following table indicates the performance | evel of Virginia Conmunity Bank with
respect to each of the five performance criteria.
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DESCRI PTI ON OF | NSTI TUTI ON

Virginia Conmunity Bank has six offices. The bank’s main office is |located in

Louisa, Virginia, and the remmi ning branches are located in Louisa (2), Orange (1),
and Cul peper (1) Counties, and the City of Fredericksburg (1), Virginia. As of March
31, 1997, the bank had $82 nmillion in assets of which 69% were |oans. Various deposit
and | oan products are avail abl e through the institution including | oans for hone
purchase, residential construction, home inprovenent, agriculture, consuner, and
commerci al purposes. The loan portfolio as of March 31, 1997, was conprised of the
following: 53%real estate secured (consumer and business), 35% comercial, and 11%
consunmer. Based on the number of |oans extended during the previous year, business
and unsecured consuner | oans were identified as the principal credit products offered.
The institution’s previous CRA rating was satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA

The bank del i neates two i ndependent assessment areas. The first assessnent area
enconpasses Cul peper and Spotsylvania Counties, and the City of Fredericksburg. This
assessnment area is located in the northern Virginia portion of the Washington, D. C.
Metropolitan Statistical Area (MSA). According to the 1990 census data, this area has
a popul ation of 104,221 and contains 23 census tracts and/or block nunbering areas
(BNAs) of various income |evels. Eight geographies are |owincome, 12 are noderate-
incone, and three are mddle-incone. There are no upper-inconme areas in the
assessnment area, and the eight | owincone geographies are not popul ated. As of
February 1997, the unenpl oynent rates for Cul peper County, Spotsylvania County, and
the City of Fredericksburg, Virginia, are 4.3% 3.9% and 4.6% respectively. These
rates conpare favorably to the Commnwealth's rate of 4.4% The | ocal economny is
primarily dependent on service and tourismindustries. Many | ocal residents also
commute to either Washington, D. C. or Richnond where various Governnent, mlitary,
and research enploynment opportunities are available. The area’s close proximty to
the urban communities of northern Virginia has facilitated steady popul ation growth
and increased devel opment of housing and |ight manufacturing businesses. The 1996
median fanmily income for areas within the MSA is $68, 300.

The second assessment area consists of Louisa and Orange Counties, Virginia. This
area has a popul ation of 41,746 and is primarily rural. The market includes eight
BNAs, seven of which are niddle-income and one that is upper-incone. There are no
| ow- or noderate-income BNAs within this assessment area. Enploynment opportunities
are provided by several |ocal manufacturing firms and by |unmber and agricultura
busi nesses. Lake Anna State Park and its surrounding recreational area also afford
jobs in tourism The property adjoining the | ake has contributed to the overal
econony through vacation or second hone investnments. Current statistics indicate
jobless rates of 8.5%for Louisa County and 5.3% for Orange County. The 1996
nonnmetropolitan nmedian-famly income for Virginia is $33, 600.

A representative froma | ocal econom c devel opnent corporation was contacted during
the exam nation to further assist in evaluating the bank's CRA performance. The
contact indicated that with the increased industrial activity in northern Virginia and
t he ongoi ng support of area financial institutions, the | ocal business comunity wil
continue to grow and prosper.



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 six quarters is 73% and is
consi dered highly responsive to area | oan demand. Considering the institution's
financial capacity, size, and current econonmic conditions, this ratio exceeds
expectations for satisfactory performance. The average | oan-to-deposit ratios for
banks headquartered in nonnetropolitan and nmetropolitan areas of Virginia and of
simlar asset size to Virginia Community Bank are 67% and 70% respectively.

LENDI NG | N ASSESSMENT AREA

A sanpl e of 91 unsecured consuner | oans and 50 busi ness | oans extended during the
previous year was reviewed to determine the institution's volume of lending within the
assessnment areas. As illustrated by the chart below, a majority of the number and
dol | ar amounts of the sanpled | oans were provided to residents and busi nesses of the
assessment areas.

Conparison of Credit Extended Inside and Qutside of Assessnent Area

Qut si de
I nsi de Assessnent Assessment
Ar ea Ar ea Tota
Total Number of Loans 120 21 141
Percent age of Total Loans 85% 15% 100%
Total Anmpunt of Loans (000s) $3, 635 $1, 226 $4, 861
Percent age of Total Anount 75% 25% 100%

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

The following charts illustrate the distribution of unsecured consunmer | oans
originated within the assessnent areas by inconme |evel of borrower. The data are
provi ded separately for each of the bank's assessment areas.



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

Low | ncome I ncone | ncone | ncone Tot al
Total Nunber of 25 8 1 0 34
Loans
Per cent age of 74% 23% 3% 0% 100%
Total Loans
Tot al Anmount of $87 $36 $5 $0 $128
Loans (000s)
Per cent age of 68% 28% 4% 0% 100%
Total Loans

The vol une of

exceeds the proportion of

I ending to | ow and nmoderate-incone residents (97% substantially
| owi ncone (26% and noderate-income (279 families in the

met ropol itan assessnment area.
Distribution of Loans by Incone Level of Borrower - NonNSA
Unsecured Consuner Loans
Moder at e- M ddl e- Upper -

Low | ncome | ncone | ncone I ncone Tot al
Total Nunber of 30 13 5 3 51
Loans
Per cent age of 59% 25% 10% 6% 100%
Total Loans
Tot al Anmount of $108 $57 $15 $9 $189
Loans (000s)
Per cent age of 57% 30% 8% 5% 100%
Total Loans

The percent age of

nonmet ropol i t an assessment

Fur t her nor e,

| oans to |l ow and noderate-incone residents (75% wthin the

amount s of

area is also substantially greater than the representation
of such famlies (14% | owincome and 16% noderate-inconme) within the market.
a mpjority of the dollar

| oans extended in both assessnent
areas (96% and 80% were to | ow and noderate-income borrowers.




The followi ng chart depicts the distribution of the sanpled business | oans extended

wi thin both assessnent areas to businesses of different sizes.

Di stribution of

Loans by Size of Business

Revenues < $1 Revenues > $1
MI1Ilion MI1Ilion Tot al

Total Number of 29 6 35

Loans

Per cent age of 83% 17% 100%

Total Loans

Total Amount of $2, 310 $1, 008 $3, 318

Loans (000s)

Per cent age of 70% 30% 100%

Total Anpunt
The | oans extended to businesses with gross revenues of $1 mllion or |ess denponstrate
the bank's willingness to neet the small business credit needs within both assessment

areas. In the MSA assessment area, 16 of 21 (76% |oans were to small businesses.

G ven the denographics of the assessnent areas, the distribution of |lending reflects
excel l ent penetration among borrowers of different income |evels and to businesses of
di fferent sizes.

GEOGRAPHI C DI STRI BUTI ON OF LOANS

The review of loan files also included an anal ysis of |ending anbng noderate- and

m ddl e-i ncome census tracts and BNAs within the institution's assessment areas. The
following charts illustrate the distribution of the sanpled unsecured consuner and
busi ness | oans made in the netropolitan assessnent area according to incone |evel of
t he geographies. As previously nentioned, the netropolitan assessnent area contains
twel ve noderate-incone and three niddl e-income geographies. There are no popul ated
| ow-i ncone and no upper-inconme areas within this local community.

Distribution of Loans in Assessnent Area by Incone Level of Census Tract/BNA - NMSA

Consuner Unsecur ed
Moder at e- M ddl e-

| nconme | nconme Tot al
Total Nunmber of Loans 32 2 34
Percent age of Total Loans 94% 6% 100%
Total Anmpunt of Loans $121 $7 $128
(000s)
Percent age of Total Loans 95% 5% 100%




Distribution of Loans in Assessnent Area by Incone lLevel of Census Tract/BNA - NMSA

Smal | _Busi ness

Moder at e- M ddl e-
| nconme | nconme Tot al
Total Nunmber of Loans 18 3 21
Percent age of Total Loans 86% 14% 100%
Total Anmpunt of Loans $1, 348 $620 $1, 968
(000s)
Percent age of Total Loans 68% 32% 100%

Wthin the netropolitan assessnent area, 61% of the popul ation reside in noderate-

i ncone areas and 39% reside in mddle-income areas. Fifty (90% of the sanpled |oans
were extended to residents or businesses in noderate-income census tracts/BNAs. As
menti oned previously, the nonnetropolitan assessnent area is conprised of seven

nm ddl e-i ncome and one upper-income census tracts/BNAs. Wthin this market, 92% and
88% of the sanpled unsecured consuner and business | oans were originated in the

nm ddl e-i ncome geographi es. Seventy-three percent of the population reside in such

ar eas.

Wthin both the metropolitan and nonnetropolitan assessnment areas, the geographic
di stribution of the sanpled consuner and business | oans is nore than reasonable given
the |l ocal population residing in geographies of varying i ncome |evels.

| N\VESTMENTS AND SERVI CES

The institution has invested $75,000 in the Community Bankers’ Bank Community

Devel opment Fund-11, L.L.C. The L.L.C. is a Virginialimted liability conmpany formed
for the sole purpose of providing community banks and community bank hol di ng conpani es
with an investnment vehicle through which to pool funds and invest collectively. The
devel opment fund was established to assist in the financing of |owincome housing
projects throughout the Cormonwealth of Virginia and in sone cases, creates tax
credits for its investors.

Virginia Conmunity Bank continues its relationship with the Rappahannock Area Bankers
Associ ation (RABA). The bank maintains an ongoi ng comm tnent of $10,000 to RABA's

| oan pool fund. During 1996, funds ($6,500) fromthe | oan pool assisted in the
construction or rehabilitation of three townhouse projects which directly benefited

| ow- and noderate-income residents of Fredericksburg. These projects were conpl eted
in conjunction with the Central Virginia Housing Authority. Furthernore, a donation
to a |l ocal nonprofit housing organization totaled $1,000 to assist in a water/sewer
project for residents of the assessnent area.

As a financial service provided to the community, the bank cashes Government checks
free of charge. Currently, four of the six branches have Automated Tell er Machi nes
(ATMs), one branch is located in a noderate-incone BNA, and all branches naintain
Sat urday hours.



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

The bank is in conpliance with the substantive provisions of the fair housing and

| ending | aws and regulations. Violations were identified involving the technical
aspects of the Home Mrtgage Disclosure Act’s Regulation C and the Equal Credit
Opportunity Act’s Regul ation B. Adequate policies, procedures, and training prograns
have been devel oped to support nondi scrimnation in |ending activities.



