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NOTE:

This evaluation is not, nor should it be construed as,
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institution. The rating assigned to this institution
does not 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 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 nmust prepare a witten evaluation of the institution's record of neeting the
credit needs of its conmunity.

This docunent is an evaluation of the CRA performance of the Bank of Hanpton Roads,
Chesapeake, Virginia, prepared by The Federal Reserve Bank of Ri chnond, the
institution's supervisory agency, as of July 28, 1997. 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 high | oan-to-deposit ratio and overwhel ming najority of |oans extended to
residents of the assessnent area exceed standards for satisfactory performance. The
| evel of lending to borrowers of different inconmes and busi nesses with revenues under
$1 million denonstrates a satisfactory |evel of performance. The geographic

di stribution of |oans inside the assessnent area is al so considered reasonabl e given
t he bank's resources, branch |ocations, and denographics of the local community.



The following table i

ndi cates the performance | evel of the Bank of Hanpton Roads with

respect to each of the five performance criteria.
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Response to
Compl ai nt's

No conpl ai nts have been received since the prior
exam nation




DESCRI PTI ON OF | NSTI TUTI ON

The Bank of Hanpton Roads, headquartered in Chesapeake, Virginia, operates ten
branches. Six of these offices are |ocated in Chesapeake, two are in Virginia Beach,
one is in Norfolk, and one is in Suffolk, Virginia. As of March 31, 1997, the bank
had total assets of $131 million, of which 75% were | oans. Various deposit and | oan
products are available through the institution, including |oans for residentia

nort gage, hone inprovenment, consuner, small business, and comrercial purposes. The
composition of the loan portfolio, as of March 31, 1997, is as follows: 64%rea
estate secured (consunmer and business), 26% comercial, 9% consuner, and 1% ot her.
Based on the number of |oans extended during the previous six nonths, consuner notor
vehicle and small business |loans were identified as the principal credit products

of fered by the bank. The institution's previous CRA rating was satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA

The bank's assessnment area includes the Cities of Chesapeake, Norfolk, Portsnouth,
Suffol k, and Virginia Beach. These five cities are part of the Norfolk-Virginia
Beach- Newport News Metropolitan Statistical Area (MSA). According to the npst recent
census, the population of the assessnent area is 962,322. Two hundred thirty-six
census tracts are included in the assessnent area, of which 38 are | owincone, 50 are
noder at e-i ncome, 91 are mddle-incone, and 57 are upper-income. O the 38 | owincome
census tracts, six are unpopul ated. The rennining 32 popul ated census tracts are
concentrated in the Cities of Norfolk and Portsmouth. Several of the | ow and
noder at e-i ncome geographies in the assessment area are located within, or in close
proximty to, mlitary installations, state parks, or |ocal shipyards.

The | ocal econony is well diversified, and primary enpl oynent opportunities include
the mlitary, construction and real estate devel opment, agriculture, retail and

whol esal e trade, |ight manufacturing, and tourism The unenpl oyment rates as of

May 1997 for Chesapeake (4.5%, Norfolk (7.4%, Portsmouth (8.7%, Suffolk (7.4%, and
Virginia Beach (4.4% remain mxed conpared to the Conmonweal th's jobless rate of
4.2% The 1996 nedian-fanmily incone for the MSA is $42, 100.

A community contact was performed with a |ocal government official to further assist
in evaluating the bank's CRA performance. The contact indicated that while there is a
demand for additional small business |oans in the area, local financial institutions
have been active in meeting community credit needs.

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 previous six quarters,
the average | oan-to-deposit ratios for institutions headquartered in metropolitan
areas of Virginia and of simlar asset size to the Bank of Hanpton Roads ranged from
71%to 75% The bank's average | oan-to-deposit ratio for the previous five quarters
is 90% and exceeds standards for satisfactory performance given the institution's
financial capacity, size, and current |ocal econom c conditions.



LENDI NG I N ASSESSMENT AREA

To determine the institution's volune of

of 50 smml |
nont hs was revi ewed.

I ending within the assessnent area,
busi ness and 70 notor vehicle | oans extended during the previous six
The lending distribution is represented in the follow ng table.

a sanpl e

Conparison of Credit Extended Inside and Qutside of Assessnent Area

I nsi de Assessnent Qut si de Assessnent
Ar ea Ar ea Tot al
Total Number of Loans 118 2 120
Percent age of Total Loans 98% 2% 100%
Total Anmount of Loans (000's) $4, 034 $103 $4, 137
Percent age of Total Anount 97% 3% 100%
As illustrated above, a substantial nmajority of the number and dollar amunts of the

sanpl ed | oans were provided to residents of the assessment area.

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

The following charts illustrate the distribution of the 69 notor vehicle |oans and 49
busi ness | oans extended in the assessnment area by incone |evel of borrower or by size
of the busi ness.
Distribution of Mdtor Vehicle Loans by Income Level of Borrower
Moder at e- M ddl e- Upper -
Low- | ncome I ncome I ncome I ncone Tot al
Total Number of Loans 7 18 19 25 69
Percent age of Total Loans 10% 26% 28% 36% 100%
Total Anmount of Loans (000's) $48 $142 $244 $390 $824
Percent age of Total Loans 6% 17% 30% 47% 100%
As a means of conparison, the chart bel ow depicts the distribution of assessnent area
fam lies according to | ow, noderate-, niddle-, and upper-incones.
Percentage of Fanilies in Assessment Area by |ncone Level
Moder at e- M ddl e- Upper -
Low- | ncome I ncome I ncome I ncome Tot al
Percentage of Families 19% 19% 24% 38% 100%
When conpared to the distribution of assessment area fanilies by inconme |evel, the

bank's vol ume of

4

I ending to |l ow and noderate-incone borrowers (36% closely

corresponds to the percentage of such families (38% in the conmmunity.



Distribution of Loans by Size

of Busi ness

Revenues < $1 Revenues > $1
MI1Ilion MI1Ilion Tot al
Total Number of Loans 33 16 49
Percent age of Total Loans 67% 33% 100%
Total Amount of Loans (000's) $1, 902 $1, 307 $3, 209
Percent age of Total Anount 59% 41% 100%
The | oans extended to businesses with gross revenues of $1 mllion or |ess denponstrate
the bank's willingness to neet small business credit needs within its [ocal community.

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 assessnent area. The following charts illustrate the
di stribution of the sanpled | oans according to the income |evel of the census tract.

Distribution of Loans in Assessnent Area by |ncone Level
Mot or _Vehi cl e Loans

of Census Tract

Moder at e- M ddl e- Upper -
Low | ncome I ncone I ncone I ncone Tot al
Total Number of Loans 0 3 32 34 69
Percent age of Total Loans 0 4% 47% 49% 100%
Total Anmount of Loans (000's) 0 $20 $352 $452 $824
Percent age of Total Loans 0 2% 43% 55% 100%

In the bank's assessnment area, 10% of the population resides in |owincome census
tracts, 18% in noderate-incone tracts, 44%in mddle-incone tracts, and 28% i n upper-
incone tracts. As indicated above, only 4% of the notor vehicle | oans sanpled were
extended in | ow and noderate-inconme areas. This level of lending is somewhat | ow
however, a majority of the institution's branches are |ocated in Chesapeake, Virginia,
whi ch contain only one | owincome census tract and no noderate-incone census tracts.
Furt hernore, several of the noderate-income geographies in the assessnent area are

| ocated within, or in close proximty to, area mlitary installations. The presence
of large credit unions that have traditionally serviced mlitary personnel operate

wi thin such tracts and throughout the assessnent area. Conpetition fromthese
particular credit unions nay have contributed to the | ow volunme of bank | ending wthin
| ow- and npderate-income census tracts.



Smal | _Busi ness Loans

Moder at e- M ddl e- Upper -
Low | ncome I ncone I ncone I ncone Tot al
Total Number of Loans 2 10 14 23 49
Percent age of Total Loans 4% 20% 29% 47% 100%
Total Anmount of Loans (000's) $43 $349 $1, 292 $1, 525 $3, 209
Percent age of Total Loans 1% 11% 40% 48% 100%

The level of lending to businesses in |ow and noderate-incone areas (24%

approxi mates the popul ati on percentage (28% residing in such areas. The overal
geographic distribution of |oans is reasonable given the denographics of the |oca
area and the bank's resources and branch | ocati ons.

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
Honme Mortgage Di sclosure Act's Regulation C were noted. Adequate policies, proce-
dures, and training prograns have been devel oped to support nondiscrimnation in

I ending and credit activities.



