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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 usion 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 Chesapeake Bank, Kil marnock, Virginia, prepared by The Federal
Reserve Bank of Richmond, the institution’s supervisory agency, as of January
13, 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 | oan-to-deposit ratio is considered reasonable given its financial
capacity and location. A substantial majority of |oans sanpled during the
exam nati on were extended to borrowers residing within the assessnent area
The institution's level of lending to | ow and noderate-incone residents
slightly exceeds the representation of such famlies within the market.
Additionally, the geographic distribution of |ending inside the assessment
area appears reasonabl e given area denographics.






The followi ng table indicates the performance |evel

respect to each of the five performance criteria.

of Chesapeake Bank with
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DESCRI PTI ON OF | NSTI TUTI ON

Chesapeake Bank operates nine offices located in d oucester, Lancaster, and Mathews
Counties, Virginia. As of September 30, 1996, the institution had total assets of
$135 mllion, of which 67% were |oans. Various deposit and credit products are
avail able through the institution, including | oans for residential nortgage,
commerci al, consuner, and agricultural purposes. Approximately 39% of the bank's

| oan portfolio consists of comercial and industrial |oans or credit secured by
farm and, nonfarm nonresidential properties, or other real estate to be used for
construction and | and devel opnent. Loans secured by one- to four-famly
residential properties and consunmer credit conprised 41% and 19% of the renmining

| oan portfolio, respectively. Based on the nunber of |oans recently extended,

aut onobi | e | oans and consunmer unsecured | oans have been identified as the bank's
primary credit products. Total |oans have consistently increased over the previous
six quarters by approximately 13% while total assets have risen by only 6% The
institution's previous CRA rating was satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA
The institution's assessnent areas include the City of WIIliansburg, the Counties

of d oucester, Janmes City, Lancaster, and Mathews, and the follow ng bl ock
nunbering areas (BNAs) in Northunmberland and M ddl esex Counti es:

Nor t hunber | and M ddl esex
9903 9511
9512

G oucester, Janes City, and Mathews Counties and the City of WIIliansburg are

| ocated within the Norfol k-Virginia Beach- Newport News Metropolitan Statistical
Area (MsSA) and conprise one assessnent area. According to the 1990 census, the
popul ation for this market is 84,868. There are 19 census tracts within the
assessnment area, of which 16 are populated. O the popul ated areas, one is | ow
i ncone, 12 are middle-inconme, and three are upper-incone.

Lancaster County and the specified BNAs in Northunmberl and and M ddl esex Counties
have a popul ation of 19,790 and conprise the institution's other assessnent area.
This market contains five niddle-income BNAs and one upper-income BNA. There are
no noder at e-i ncome geographies within either of the assessnent areas. A nmpjority
of famlies in the market areas (68% are middle- and upper-incone famlies. The
followi ng table provides denographic information about the bank's assessnent areas
regardi ng the income |evel of families.

Low- Moder at e- M ddl e- Upper - Tot al
I ncone I ncone I ncone I ncone

Percent age of Area

Fam lies by Incone

Level - Wthin MSA 16% 16% 23% 46% 100%

Percent age of Area
Fam lies by Incone
Level - Non- MSA 20% 15% 21% 44% 100%







The | ocal econony relies heavily on the seafood and tourismindustries, with
addi ti onal enploynment opportunities provided by agriculture and vari ous nedi cal
fields. Current statistics indicate that unenploynment rates range from2.5%in
James City County to 7.5%in Lancaster County. The current jobless rate for the
Commonweal th of Virginia is 3.8% The 1996 nedian famly incone for the Norfolk
MSA was $42, 100 and for nonmetropolitan areas within Virginia was $33,600. A
communi ty contact was performed with a | ocal government official to further assist
in evaluating the bank's CRA performance. The contact indicated that there is a
need for additional business credit opportunities.

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 71%and is

consi dered reasonable given the institution's size, financial condition, and

| ocation. Since the bank's assessnment areas include several geographies that are

| ocated within an MSA, |oan-to-deposit ratios for both metropolitan and
nonmetropolitan institutions were used as a neans of comparison. The average | oan-
to-deposit ratio for banks headquartered in metropolitan areas of Virginia and of
simlar asset size to Chesapeake Bank is 74% while the average | oan-to-deposit
ratio for conparable institutions in nonmetropolitan areas is 72%

LENDI NG I N ASSESSMENT AREA

A sanple of 67 consunmer |oans secured by notor vehicles and 75 unsecured consuner

| oans was reviewed to deternmine the volume of the institution's lending within the
assessnment areas. The follow ng chart denobnstrates the bank's lending activity
within its market areas by number and dol |l ar amount.

Conparison of Credit Extended Inside and OQutside of Assessment Areas

I nsi de Assessment Qut si de Tot a
Ar ea Assessnment Area
Total Number of Loans 132 10 142
Percent age of Total Loans 93% 7% 100%
Total Anmpunt of Loans (000's) $1, 024 $126 $1, 150
Percent age of Total Anount 89% 11% 100%
As illustrated above, a substantial nmajority of the number and dollar amunts of

t he sanpl ed | oans have been provided to borrowers residing within the assessnent
ar eas.






LENDI NG TO BORROVWERS OF DI FFERENT | NCOVES

The following charts illustrate the distribution of the sanpled consumer | oans
extended within the assessnent areas by inconme |evel of the borrower.

Distribution of Loans by Incone Level of Borrower

Consuner Loans - Motor Vehicle

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

Total Nunber of
Loans 14 16 11 20 61
Per cent age of
Total Loans 23% 26% 18% 33% 100%
Total Ampunt of
Loans (000's) $112 $172 $133 $225 $642
Per cent age of
Tot al Anmpunt 17% 27% 21% 35% 100%

Consuner Loans - Other Unsecured

Low- | ncone Moder at e- M ddl e- Upper - Tot al
I ncone I ncome I ncome

Total Number of
Loans 18 19 14 20 71
Per cent age of
Total Loans 25% 27% 20% 28% 100%
Total Anount of
Loans (000's) $33 $94 $91 $164 $382
Per cent age of
Total Anpunt 9% 24% 24% 43% 100%

The vol ume of consuner notor vehicle and unsecured | oans extended to | ow and
noderate income residents is slightly greater than the representation of such
famlies within the assessnent area. As previously nentioned, |ow and noderate-
incone families conprise 32% and 35% of the nmarket popul ation for nmetropolitan and
nonnmetropol i tan areas, respectively.






GEOGRAPHI C DI STRI BUTI ON OF LOANS

The revi ew of

i ndi cat ed,
geogr aphi es.

|l oan files also included an anal ysis of
tracts and BNAs within the institution's assessment areas.
the trade areas consist primarily of mddle-
The following charts illustrate the distribution of the sanpled notor
vehi cl e and unsecured | oans by inconme |evel

| endi ng anpbng vari ous census
As previously

and upper-incone

of geography.

Distribution of Loans in Assessnent Area by |ncone Level

of Census Tract

Consuner Loans - Mdtor Vehicles
Low- | ncone M ddl e- Upper - Tot al
I ncone I ncone
Total Number of Loans 0 51 10 61
Percent age of Total Loans 0% 84% 16% 100%
Total Anpunt of Loans(000's) $0 $524 $118 $642
Percent age of Total Anount 0% 82% 18% 100%
Consuner Loans - O her Unsecured
Low- | ncone M ddl e- Upper - Tot al
I ncone I ncone
Total Number of Loans 0 64 7 71
Percent age of Total Loans 0% 90% 10% 100%
Total Anpunt of Loans(000's) $0 $347 $35 $382
Percent age of Total Anount 0% 91% 9% 100%
The geographic distribution of |oans for both credit types is reasonable given the

| ocal

reside in such areas.

geographies within the assessnent area.
popul ation reside in niddle-income geographies in the netropolitan and

nonmetropol i tan portions of the assessment

| ess than

ar eas,

popul ation residing in geographies of various incone |evels.
| oans were made in | owincone geographies,
As mentioned previously,
Seventy- f our

1% of the market
there are no noderate-incone
percent and 80% of the nmarket

respectively.

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

No credit
housi ng and fair

policies, procedures,

Al t hough no
popul ation

practices inconsistent with the substantive provisions of the fair
| ending aws and regul ations were identified.
viol ations of the Hone Mortgage Di sclosure Act's Regul ati on C were noted.

and training prograns have been devel oped to support

Techni cal
Adequat e



nondi scrimnation in lending and credit activities.



Regr essi on Program Usage Report

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

reporter.)

I nstitution Nane:

Chesapeake Bank

City, State: Ki | marnock, Virginia
Exam Dat e: January 13, 1997
Number of HMDA LAR records: 224
Year (s) of data consi dered: 1995

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

FmHA HOMVE Home Purchase | npr ovenent

Pur chase

1995 Year 1995 Year 1995 Year 1995 Year

VWite 0 22 90 20
Appr oval s
VWite 0 12 7 3
Deni al s
M nority Ap- 0 0 11 5
proval s
M nority De- 0 5 4 10
nials

Was Step 1 of

if "N', why not?

regression programrun? N

Insufficient

nunber of minority denials

VWhat
| ocati on,

(1)

groupi ng(s) of data (i.e,
year(s),

| oan type,
etc.) were used?

(2)

(3)

(4)

(5)

(6)

M N Pr > Chi
Squar e Val ue




(Fill

Results from Regression Step 2

this page out for each grouping on which step 2 was run.)

St andard Vari abl es which were not needed for Step 2:

Judgnent al Vari abl es which were collected for Step 2:

Cash Avail able for Cl osing Speci al Loan Program
Refi from Sane Lender Cash Qut vs No Cash CQut

Val ue of M N Pr > Chi-Square:

Nunber of M nority Rejections:

Nunmber of "Dom nant Pairs":

Explain which files pair analysis used:

VWhat

addi tional factors expl ained away pairs?

Wer e

pairs of loan files given to bank for explanation? Y N



Exami ner hours spent specifically on regression:




