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GENERAL | NFORMATI ON

This docunent is an evaluation of the Community Rei nvestnment Act (CRA) performance of
Uni on Bank and Trust Conpany, Bow ing Green, Virginia, prepared by the Federal Reserve
Bank of Richnond, the institution's supervisory agency.

The eval uation represents the agency's current assessnent and rating of the
institution's CRA performance based on an exam nation conducted as of May 12, 1997.
It does not reflect any CRA related activities that may have been initiated or

di scontinued by the institution after the conpletion of the exanination.

The purpose of the Community Reinvestment Act of 1977 (12 U.S.C. 2901), as anended, is
to encourage each financial institution to help neet the credit needs of the
communities in which it operates. The Act requires that in connection with its

exam nation of a financial institution, each federal financial supervisory agency
shall (1) assess the institution's record of helping to meet the credit needs of its
entire community, including | ow and noderate-income nei ghborhoods, consistent with
safe and sound operations of the institution, and (2) take that record of perfornmance
i nto account when deci ding whether to approve an application of the institution for a
deposit facility.

The Financial Institutions Reform Recovery and Enforcenent Act of 1989, Pub. L. No.
101-73, anmended the CRA to require the Agencies to make public certain portions of
their CRA performance assessnents of financial institutions.

Basis for the Rating

The assessnment of the institution's record takes into account its financial capacity
and size, legal inpedinents and | ocal econom c conditions and denographics, including
the conpetitive environment in which it operates. Assessing the CRA performance is a
process that does not rely on absolute standards. Institutions are not required to
adopt specific activities, nor to offer specific types or amounts of credit. Each
institution has considerable flexibility in determining howit can best help to neet
the credit needs of its entire community. In that |ight, evaluations are based on a
review of 12 assessnment factors, which are grouped together under five perfornmance
categories, as detailed in the follow ng section of this eval uation.



ASSI GNMVENT OF RATI NG

Identification of Ratings

In connection with the assessment of each insured depository institution's CRA
performance, a rating is assigned fromthe foll owi ng groups:

Qut st andi ng record of neeting comunity credit needs

An institution in this group has an outstanding record of, and is a
| eader in, ascertaining and helping to neet the credit needs of its
entire delineated conmunity, including | ow and noderate-income

nei ghbor hoods, in a manner consistent with its resources and
capabilities.

Satisfactory record of meeting conmunity credit needs.

An institution in this group has a satisfactory record of
ascertaining and helping to neet the credit needs of its entire
del i neated comunity, including |ow and noderate-incone

nei ghbor hoods, in a manner consistent with its resources and
capabilities.

Needs to inprove record of neeting community credit needs.

An institution in this group needs to inprove its overall record of
ascertaining and helping to neet the credit needs of its entire
del i neated comunity, including |ow and noderate-incone

nei ghbor hoods, in a manner consistent with its resources and
capabilities.

Substantial nonconpliance in neeting community credit needs.

An institution in this group has a substantially deficient record of
ascertaining and helping to neet the credit needs of its entire
del i neated comunity, including |ow and noderate-incone

nei ghbor hoods, in a manner consistent with its resources and
capabilities.



COMMUNI TY REI NVESTMENT ACT PERFORMANCE EVALUATI ON

DI SCUSSI ON OF | NSTI TUTI ON' S PERFORMANCE
Institution's Rating:
This institution is rated Satisfactory based on the findings presented bel ow.

Uni on Bank and Trust Conpany primarily serves its delineated community through
direct lending. A full range of credit products is offered including
residential nortgage, honme inprovenment, small business, commrercial, consuner,
and community devel opment | oans. Furthernore, a substantial mpjority of the

| oans originated during 1996 were within the delineated community, and the
bank’s distribution of Iending is considered reasonable. Community devel opnent
| oans have been extended that have prompted economic revitalization and growt h.
The institution's fair lending practices, policies, and procedures were

determ ned to be appropriate. Additionally, managenment's outreach efforts are
indicative of its commtnment to neet local credit needs and participate in
communi ty devel opnent endeavors.

SCOPE OF EXAM NATI ON

An eval uation of Union Bank and Trust Conpany was conducted to assess CRA
performance. The assessnment was based on statenents made by bank managenent and
staff, mnutes of the board of directors' neetings, various other bank records,
and a discussion with a |local government official. The institution's
performance was evaluated in the foll owing categories: geographic distribution,
mar keti ng and types of credit offered and extended, conmunity devel opnent, fair

| endi ng, and ascertai nment of community credit needs.

PROFI LE

Description of the Institution

Uni on Bank and Trust Conpany is a subsidiary of Union Bankshares Corporation and
operates its main office in Bowing Green, Virginia. The institution has 12
branches | ocated throughout the City of Fredericksburg and Spotsyl vani a,
Stafford, Caroline, King WIlliam and Hanover Counties. As of March 31, 1997
the bank had $368 million in assets, of which 65% were |oans. A wide variety of
deposit and | oan products is available through the institution, including |oans
for home purchase, hone inprovenent, residential construction, consuner, and
commerci al purposes. The loan portfolio as of March 31, 1997, was 67% rea
estate secured (consunmer and business), 23% consuner, and 10% conmerci al /agri -
cultural. In January 1997, Union Mbrtgage Conpany was established. Union Bank
and Trust Conpany owns 60% of this entity, while the remaining 40% ownership is
shared between two bank affiliates.

The bank’s average | oan-to-deposit ratio for the previous five quarters is 82%
Since March 1996, total |oans have increased by 9% and total deposits have grown
6% For banks headquartered in nmetropolitan areas of Virginia and of simlar
asset size to Union Bank and Trust Conpany, the average | oan-to-deposit ratio
has ranged from 70% to 75% during the five-quarter period endi ng Decenber 1996
Simlarly situated institutions in nonnmetropolitan areas of the Commonweal th had
ratios ranging from74%to 80% during this tinme period.



Reasonabl eness of Delineated Conmunity

The bank's delineated conmunity consists of the City of Fredericksburg,
Virginia, Caroline and Spotsylvania Counties, and census tracts or block
nunbering areas (BNAs) of the follow ng counties, as listed bel ow

Stafford Hanover Henri co Ki ng George
101. 01 3201 2009. 01 9903

101. 02 3204 to 3210 2009. 03 9904

102.02 to 105.02 3214 2009. 04 9905

Essex King & Queen King Wlliam

9506 9504 9501

This delineation appears reasonabl e and does not exclude any | ow and noderate-
i ncome areas.

Assessment Factor K- The institution's ability to meet various comunity credit
needs based on its financial condition and size, |egal inpedinments, |oca
econonm ¢ conditions and other factors.

Concl usi on/ Support

The institution has supported projects promoting economic growth throughout its
del i neated comunity consistent with its size, financial capacity, and |ocation.
The delineated community is located in the central region of the Commobnweal t h,
north of the City of Richnond. Stafford, Spotsylvania, and King George Counties
and the City of Fredericksburg are included within the Washington, D. C
Metropolitan Statistical Area (MSA); Hanover and Henrico Counties are included
within the Richnond MSA. The reminder of the delineated community is not in an
MSA.

The popul ation of the bank's comunity is approxi mately 233,000, of which 62%
and 24% reside in the Washington, D. C. and Ri chmond MSA portions of the market,
respectively. The delineated area consists of 52 census tracts or BNAs of which
ei ght are considered | owincome. None of the |owinconme census tracts, however,
are popul ated. Eleven geographies are noderate-incone and contain 23% of the
communi ty's population. Ten of these are situated in the Washington, D. C. MSA
and one is located in the Richmond MSA. Twenty-seven of the remmining

geogr aphi es are niddl e-i ncome and six are upper-incone.

The regional econony is well diversified anong the manufacturing, agriculture,
and service industries, as well as various nilitary installations. Enploynent
opportunities are also available with Governnment agencies and in education. In
addi tion, many local residents conmute to the Ri chnmond and northern Virginia
areas for jobs. The market's econony appears relatively stable with recent
unenpl oynent rates ranging froma high of 9.2%for Caroline County to a | ow of
2.5% for Stafford County. The current jobless rate for the Commnweal th of
Virginiais 4%



Assessment Factor C- The extent of participation by the institution's board of
directors in fornulating the institution's policies and reviewing its
performance with respect to the purposes of the Conmunity Reinvestment Act.

Concl usi on/ Support

The Board of Directors has adopted a formal CRA policy that provides for the
periodic nmonitoring and review of the bank's CRA program A conmittee conposed
of board menbers neets on a routine basis to discuss CRA activities and the
geographic distribution of credit applications. The board has adopted an
expanded CRA Statenent which describes the bank’s conmitnent and efforts to
serve the credit needs of the local comunity.

CRA PERFORMANCE

GEOGRAPHI C DI STRI BUTI ON AND RECORD OF OPENI NG AND CLOSI NG OFFI CES

Assessment Factor E - The geographic distribution of the institution's credit
extensions, credit applications, and credit denials.

Concl usi on/ Support

I nformation on the geographic distribution of accepted and deni ed applications
is periodically conpiled by census tracts or BNAs, as well as by loan type. As
of March 31, 1997, 81% of outstanding |loans were within the delineated
community. Furthernore, approximately 19% of these | oans extended within the
bank’s market were originated in | ow and noderate-income geographies.

Additionally, an analysis of the small business and small farm | ending during
1996 reveal ed that 90% of snall business |oans and all eight small farm | oans
were extended within the delineated conmunity. O the 332 small business |oans
originated in the community, 50% were within the delineated portion of the
Washington, D. C. MSA and 30% were within the delineated portion of the Ri chnond
MSA. Ninety-three (28% of the 332 snall business |oans were nade in | ow or
noder at e-i ncome census tracts/BNAs. Seventy-six (82% of these 93 | oans were
originated in the Washington, D. C. MSA portion, and the remaining 17 (18% were
extended within the Richmond MSA. In addition, 73% of the reported snal

busi ness | oans were provided to businesses with revenues |less than $1 mllion.

According to the bank's 1996 Home Mortgage Disclosure Act data, 283 of 316
nortgage | oans were originated in the bank’s market area. The mpjority of these
| oans (58% was extended in the nonmetropolitan areas of the delineated
community. Twenty-five percent and 17% were nade in the Washington, D. C. and
Ri chnond MSAs, respectively. Forty-two (15% of the loans reported within the
bank’s market were originated in |low or nmoderate-incone census tracts/BNAs; 36
of these | oans were extended in the Washington, D. C. MSA, and six were nade in
the Richnmond MSA. Such tracts/BNAs account for 18% of owner-occupied housing
units in the bank's market. There are no | ow and noderate-income geographies

| ocated in the nonmetropolitan portion of the delineated community.

As evi denced by the above anal yses, the distribution of |oans demponstrates a
reasonabl e penetration of lending into all segnents of the delineated comunity.



Assessment Factor G- The institution's record of opening and closing offices
and providing services at offices.

Concl usi on/ Support

The institution operates 13 offices that are accessible to all segments of its
del i neated comunity, and hours of operation are considered convenient. Two

of fi ces have been opened since the previous CRA evaluation in Spotsylvania and
Stafford Counties. A total of six branches are | ocated in the Washi ngton

D. C. MSA and three in the Richnond MSA. The remnining four offices are in
Caroline (3) and King Wlliam (1) Counties. Three of the bank’'s offices (23%
are |l ocated in noderate-income census tracts. A formal policy addressing branch
cl osi ng procedures that neets the requirenents of the Federal Deposit |Insurance
Cor poration | nmprovenent Act 1991 has been adopted. The policy enconpasses al

el ements considered responsive to the bank's CRA obligations.

MARKETI NG AND TYPES OF CREDI T OFFERED AND EXTENDED

Assessment Factor | - The institution's origination of residential nortgage

| oans, housing rehabilitation | oans, home inprovenent |oans, and small business
or small farmloans within its conmunity, or the purchase of such | oans
originated in its community.

Concl usi on/ Support

As identified in the CRA Public File, a full range of credit products is offered
i ncludi ng comrercial, small business, home purchase, residential construction,
honme inprovenent, and consuner |oans. Through the institution's |ending
prograns, a significant portion of community credit needs have been adequately
addr essed.

The institution offers a variety of consuner |oans and has financed 4, 329 such

| oans totaling $59.2 million since the previous evaluation. In addition, the
bank routinely extends nortgage | oans for various purposes including the

pur chase, inmprovenment, or refinance of a home. Since Novenber 1995, 753 such

| oans totaling $74.1 million have been originated. During this time period, 107
residential construction loans ($17.3 nillion) were financed. Additionally,

| oans in amounts | ess than $1,500 are routinely extended and often benefit |ow
and noderat e-incone individuals. Since the previous evaluation, 336 snall

dol Il ar | oans have been financed totaling $375, 723.

The institution continues to be an active business |ender. Loans for small

busi ness start-up, expansion, and working capital are regularly extended.

During 1996, 369 small business loans were originated totaling $34.8 mllion.

As mentioned previously, 332 of these business |loans were made within the bank’s
mar ket area. Additionally, eight small farm | oans ($508,000) were financed
during 1996.

Assessment Factor J - The institution's participation in governnentally insured,
guar ant eed or subsidized | oan progranms for housing, small businesses, or snmal
farms.




Concl usi on/ Suppor t

As previously nmentioned, Union Mrtgage Conpany was established in January 1997,
and has since been the primary nortgage financing vehicle for the bank. The
nort gage conmpany offers long-termfixed rate nortgages, as well as Governnent-
sponsored nortgage | oans. Since January 1997, three | oans guaranteed by the
Vet erans Admini stration ($413,370) and one | oan insured by the Federal Housing
Administration ($72,200) have been extended. Small Business Administration

| oans are also available through the institution; however, none have been

ext ended since the previous eval uati on.

Assessment Factor B - The extent of the institution's marketing and speci al
credit-rel ated prograns to make members of the community aware of the credit
services offered by the institution.

Concl usi on/ Support

The bank advertises | oan and deposit products in a variety of nedia including

| ocal newspapers and cable television stations. Marketing efforts also include
the bank's officer call program as well as statenent stuffers and | obby
brochures. Bank officers have provided assi stance to |ocal high schools and
communi ty organi zations in understanding and applying for credit. The marketing
efforts for this institution appear adequate.

COMMUNI TY DEVELOPMENT

Assessment Factor H- The institution's participation, including investnents, in
| ocal conmunity devel opnent and redevel opment projects or prograns.

Concl usi on/ Suppor t

Through its outreach efforts, nmanagenent is generally aware of comunity

devel opment and redevel opment progranms within the | ocal conmunity and appears
willing to participate in any such progranms. The bank supports the devel opnent
or implenmentation of specific projects prompting revitalization and growth
consistent with its size, financial condition, and location. Participation in
various projects has been in the formof direct |ending, donations, and

t echni cal assistance

During 1996, the bank, along with nine local financial institutions, established
t he Rappahannock Area Bankers Association (RABA). This organization, in
conjunction with the Central Virginia Housing Coalition, provides financing for
the rehabilitation of housing in | owincone areas of the City of Fredericksburg.
To date, two townhouses have been renovated in the Bragg Hill area of
Fredericksburg and sold to | ower-inconme residents. Union Bank and Trust Conpany
pl edged $15,000 toward the | oan pool and has funded approxi mately $6,400 of its
commtment. |In Cctober 1996, RABA established the Fredericksburg Area Mcro
Enterprise Program (FAME) in conjunction with the Rappahannock Econom c

Devel opment Corporation. This programinvolves a small business | oan pool which
is designed to assist comunity based busi nesses that do not qualify for
traditional bank financing. Businesses nust have a net worth under $10, 000 and
gross revenues |ess than $100,000 to qualify for funds. The total conmitment by
area banks is $135, 000, of which Union Bank and Trust Conpany’s portion is
$15,000. At this time, no | oans have been extended under this program



Managenent continues to support area devel opnent through direct lending to | oca
busi nesses, individuals, and nonprofit organizations. Some of the | oans
recently extended for comunity devel opnent purposes incl ude:

A $567,000 | oan was originated to a | ocal developer to build | ow and
noder at e-i ncome housi ng i n Hanover County.

Two | oans totaling $75,000 were extended to two |ocal churches for
renovations in Caroline County.

A $200,000 line of credit was approved for the redevel opnent of 18
residential lots that will be sold to | ow and noderate-incone individuals
i n Spotsylvania County.

A $1.6 million | oan was extended to a |ocal devel oper in Spotsylvania
County for the construction of a predominately |ow and noderate-income
housi ng subdi vi si on.

In addition, financing has been provided to nunerous busi ness owners for start-
up and expansi on costs. The bank continues to provide funding for an affordable
housi ng project through its affiliate, Union Bank Conmunity Devel opnment
Corporation (UBCDC). UBCDC obtained a $355, 000 six-year commitment fromthe
bank in 1991 to finance the construction of |ow and noderate-income rental
housing for the elderly in Bowing G een

Assessment Factor L - Any other factors that, in the regulatory authority's
j udgnent, reasonably bear upon the extent to which an institution is helping to
neet the credit needs of its entire community.

Concl usi on/ Support

Techni cal assistance, volunteer activities, and charitable contributions further
support community devel opnent. Bank personnel have conducted presentations for

| ocal schools and civic groups concerning credit and financial issues. Monetary
donations are also regularly provided to various nonprofit organizations,
school s, and charities. The bank has al so invested $475,000 in an |Industri al
Devel opment Authority bond issue for Caroline County. This funding will be used
for inprovenents to the county landfill, as well as for renovations to an old
school facility to provide additional office space for the county. The bank

al so purchased $295,000 in bonds for inprovements to the water systemin
Caroline County.

There appear to be no restrictions on the bank's ability to provide credit to
the community consistent with its human and financial resources.



DI SCRI M NATI ON AND OTHER | LLEGAL CREDI T PRACTI CES

Assessment Factor D- Any practices intended to di scourage applications for
types of credit set forth in the institution's CRA Statenent(s).

Concl usi on/ Support

Adequat e policies, procedures, and training have been devel oped to support

nondi scrimnation in lending and credit activities. Applications are solicited
fromall segments of the delineated community including | ow and noderate-income
nei ghborhoods. A review of the bank’s 1996 Loan Application Register indicated
that 28% of the reportable |oans extended within the delineated conmunity were
made to minorities. For conparison purposes, the nmnority popul ation of the

mar ket is approximtely 18%

Assessment Factor F - Evidence of prohibited discrimnatory or other illegal
credit practices.

Concl usi on/ Support

A revi ew was nade of |ending policies, forns, procedures, and 53 accepted and
103 denied | oan applications for consumer and business credit. Two |oan officer
interviews were al so conducted to determ ne conpliance with fair housing and
fair lending | aws and regulations. Violations of the technical aspects of the
Equal Credit Opportunity Act’s Regulation B and the Hone Mortgage Di scl osure
Act’s Regulation C were identified during the evaluation. The review of files
demonstrated an equal application of credit standards and no discrimnatory
credit practices were identified.

ASCERTAI NVENT COF COVMUNI TY CREDI T NEEDS

Assessment Factor A - Activities conducted by the institution to ascertain the
credit needs of its commnity, including the extent of the institution's efforts
to conmunicate with nmenbers of its community regarding the credit services being
provided by the institution.

Concl usi on/ Support

Qutreach efforts continue to be satisfactory and denonstrate a willingness by
the institution to support |local community devel opnent. Directors and officers
mai ntain significant relationships with regional housing and econom c

devel opment organi zati ons, trade associations, and civic groups. Such

rel ati onshi ps provi de managenent with val uabl e insight concerning |ocal credit
needs. Furthernore, local political, business, and community | eaders are
frequently contacted to identify market concerns.

VI OLATI ONS OF REGULATI ON BB

None not ed.



