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GENERAL | NFORMATI ON

This docunent is an evaluation of the Community Rei nvestnment Act (CRA) performance of
FCNB Bank, Frederick, Maryland, 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 5, 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 Comunity 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 di ng 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, anended the CRA to require the Agencies to nmake 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.



Identificati

ASSI GNMVENT OF RATI NG

on of Ratings

In connection with the assessment of each insured depository institution's CRA

per f or mance,

arating is assigned fromthe foll owi ng groups:

Qut st andi ng record of neeting comunity credit needs

Sat i sf

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.

actory record of nmeeting community 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 hel ping 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.



DI SCUSSI ON OF | NSTI TUTI ON' S PERFORMANCE
Institution's Rating:

This institution is rated Satisfactory, based on the findings presented in the
foll owi ng discussion of the institution's performance.

FCNB Bank primarily serves its delineated conmunity through direct lending. A
full range of credit products is offered including residential nortgage, home

i mprovenent, small business, commercial, consuner, and community devel opnent
loans. A mpjority of loans originated since the previous evaluation were within
the delineated community, and the distribution of |ending was considered
reasonabl e. Community devel opment | oans and investnments have been extended that
have pronoted econonic revitalization and growmh. The institution's fair

| endi ng practices, policies, and procedures were deternm ned to be appropriate.
Addi tionally, managenment's outreach efforts are indicative of its clear

comm tment to assist local credit needs and community devel opment endeavors.

SCOPE OF EXAM NATI ON

An eval uation of FCNB Bank was conducted to assess CRA performance. The
assessnment was based on statements nmade by bank managenment and staff, m nutes of
the board of directors' neetings, various other bank records, and di scussions
with a | ocal governnent official and a representative froma |ocal econonic
devel opment organi zation. The institution's performance was evaluated in the
following categories: geographic distribution, marketing and types of credit
ext ensi ons offered and extended, conmunity devel opnent, fair |ending, and
ascertai nment of community credit needs.

PROFI LE

Description of Institution

FCNB Bank is a subsidiary of a one-bank hol di ng conpany, FCNB Corporation. The
bank operates 21 offices throughout central Maryland and is headquartered in
Frederick, Maryland. On March 7, 1997, the five bank offices of Elkridge Bank,
a hol di ng conpany subsidiary, were nerged and i ncorporated into FCNB Bank's
branch networ k.

As of Decenber 31, 1996, FCNB Bank had $555 nillion in assets, of which 59% were
| oans. A wide range of deposit and | oan products is avail able through the
institution including |oans for home purchase, residential construction, hone

i mprovenent, consumer, and conmercial purposes. The loan portfolio as of
Decenber 31, 1996, was 74%real estate secured (consumer and business), 15%
consuner, and 11% conmercial. A review of the nunber of |oans extended since
the previous evaluation revealed that 76% of all |oans were for consunmer non-
real -estate purposes. Consuner real estate and conmercial | oans conprised 11%
and 13% of the remmi ning | endi ng vol une, respectively.



The bank's average | oan-to-deposit ratio for the previous five quarters is 78%
Since Decenber 31, 1995, total |oans have increased by 7% and total deposits
have grown 4% Loan-to-deposit ratios for banks headquartered in metropolitan
statistical areas of Maryland and of simlar asset size to FCNB Bank range from
77%to 83%

As of December 31, 1996, Elkridge Bank had $222 million in total assets, of

which 75% were credit extensions. The conposition of the |loan portfolio was 88%
real estate secured (business and consuner), 9% conmercial, and 3% consuner.

The institution's average | oan-to-deposit ratio from Decenber 31, 1995, to
Decenmber 31, 1996, was 74%

Reasonabl eness of Delineated Conmunity

The local comunity is delineated to include Carroll, Frederick, and Howard
Counties, Maryland, and the contiguous portions of Anne Arundel, Montgomery, and
Prince George's Counties, Maryland. Frederick, Prince George's, and Montgonery
Counties are part of the Washington, D. C. Metropolitan Statistical Area (MSA),
and Carroll, Howard, and Anne Arundel Counties are included in the Baltinore
MSA. The delineation was recently amended to incorporate areas previously
served by El kridge Bank. Specifically, the delineation enconmpasses the

foll owi ng census tracts:

WASHI NGTON, D. C.MSA BALTI MORE MSA

Prince Anne
Frederi ck Mont gonery George's Ar undel Carroll Howar d

7501. 00 7001. 01 8001. 02 7021. 00 5010. 00 6011. 01
to to to to to
7532. 00 7003. 02 8002. 08 7301. 01 5142. 00 6070. 00

7013. 09 to
7014. 08 7307. 00
7014. 10
7310. 01
to
7310. 02

7311.01
to
7311. 02

7312.01
to
7406. 00

7408. 00
to
7511.01



Consi dering the bank's financial condition and resource, this delineation

appears reasonabl e.

Prior to the March 7, 1997, addition of the El kridge Bank offices, FCNB Bank's
del i neated comunity was conprised of Frederick and Carroll Counties, and the
adj oi ni ng portions of Howard and Montgonery Counties, Maryland. As a result,

this evaluation focuses primarily on CRA activities in these areas.

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

Concl usi on/ Support

The delineated community is conprised of 162 census tracts. Six are considered
| ow-i ncome, 15 are noderate-incone, 86 are mddle-inconme, and 55 are considered
upper-incone. The followi ng chart portrays the percentage of delineated com
munity popul ation residing in |low, noderate-, middle-, and upper-income census
tracts, based on the defined area's nedian fanily incone.

Popul ation Percentage within the Delineation by Census Tract |ncone Level

Low- Moder at e- M ddl e- Upper -

I ncone I ncone I ncone I ncone Tot a
Per cent age of Popul ation
Residing in Census Tracts 1% 8% 53% 38% 100%

Addi tional ly,
m ddl e-,

the following table depicts area famlies by |ow, noderate-,
and upper-incone |evels.

Percentage of Families in the Delineated Community by |Incone Level

Low- Moder at e- M ddl e- Upper -
I ncone I ncone I ncone I ncone Tot al
Per cent age of 12% 17% 26% 45% 100%
Fam |ies
Through its outreach efforts, nanagenent is aware of |ending and comunity

devel opment opportunities within the delineated community and participates in
various programs consistent with the institution's size, financial capacity,

| ocation, and local conditions. As previously stated, FCNB Bank operates 21
offices in central Maryland and maintains its headquarters in Frederick,
Maryl and. This diverse region ranges fromrural to urban and includes portions

The area has a total
| ocal residents conmmute to

of both the Washi ngton,
popul ati on of 846, 014.

D. C., and Baltinore MSAs.
Wil e a | arge percentage of

the Washington, D. C., and Baltinore metropolitan areas for enploynent, job
opportunities are avail able through a variety of Governmental agencies, as wel
as the construction, manufacturing, retail trade, transportation, utility,



education, technol ogy, and agricultural industries. The |argest enployer in the
area is the National Cancer Institute at Fort Detrick, providing over 4,500
jobs. The respective unenploynent rates in the region range froma |ow of 2.2%
in Montgonmery County to 4.2%in Carroll. |In conparison, the Maryland state
unenpl oynent rate is 4.6%

The nedian-famly incones for the Washington, D. C., and Baltinore MSAs are
$68, 300 and $52, 400, respectively. The nedian-fanmly income for the State of
Maryl and is $42, 000.

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 appointed a CRA conmittee to coordi nate and oversee
the CRA program The conmittee is chaired by the conpliance officer and

compri sed of senior bank officials, including the chief executive officer. The
program addresses various aspects of an effective CRA programincludi ng outreach
efforts, marketing, training, periodic self-assessnents by the board of

di rectors, and branch cl osing procedures. The CRA comrittee presents quarterly
reports to the board of directors and makes reconmendati ons concerni ng CRA
matters. Board mnutes reflect general discussions of CRA-related activities,
and CRA goal s and objectives are clearly outlined and understood by al
personnel. Furthernore, the board has expanded its CRA Statenent to include a
detail ed description of the bank's performance in helping to nmeet conmunity
credit needs.

CRA PERFORMANCE

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

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

Concl usi on/ Support

The bank records the geographic distribution of all credit applications by zip
code. A report based on these data is conpiled by managenment and indicates that
| oan penetration throughout the bank's comunity is reasonable. Since the
previous eval uation, 83% of total |oans originated have been to residents of the
delineated comunity. A review of credit denials for the nonths of February and
March 1997, by zip code, reveal ed that 83% of all denied applications received
were from persons residing within the delineated community.

A review of the bank's 1996 Hone Mortgage Di scl osure Act (HVDA) data was
conducted to determine the institution's volune of nortgage |ending within the
del i neated comunity. The distribution of all 1996 HVDA reportabl e transactions
is represented in the follow ng chart.



Conparison of Credit Extended Inside and Qutside of Assessnment Area

I nsi de Qut si de
Assessnment Area | Assessnment Area Tot al
Total Number of Loans 493 51 544
Percent age of Total Loans 91% 9% 100%
Total Amount of Loans (000's) $38, 849 $6, 081 $44, 930
Percent age of Total Anount 86% 14% 100%
As illustrated above, a substantial nmajority of the number and dollar amunts of

t he HVDA | oans have been provided to residents of the defined community.

The review of HVDA data included an analysis of |ending distribution anong | ow,
noder ate-, mniddle-, and upper-income census tracts of the delineated conmunity.
The tabl es bel ow depict nortgage | oan penetration in the portion of the |ocal
community in each respective MSA.

HVDA Loan Distribution in Delineated Community by Census Tract | ncone Level

Washi ngton, D. C. NMSA

Low- Moder at e- M ddl e- Upper -
I ncone I ncone I ncone I ncone Tot al
Total Number of Loans 10 86 339 3 438
Percent age of Total Loans 2% 20% 77% 1% 100%
Total Anmount of Loans (000's) $320 $5, 326 $26, 750 $269 $32, 665
Percent age of Total Anount 1% 16% 82% 1% 100%

Bal ti npre MSA

Low- Moder ate- | M ddl e- Upper -
I ncone I ncone I ncone I ncone Tot al
Total Number of Loans 0 N A 33 21 55
Percent age of Total Loans 0% N A 61% 39% 100%
Total Anmount of Loans (000's) $0 N A $2, 633 $3, 476 $6, 109
Percent age of Total Anount 0% N A 43% 57% 100%
As a nmeans of conparison, the following chart illustrates the percentage of

popul ation residing in the respective MSA portions of the delineated conmunity
by census tract income |evel.



Popul ati on Percentage by MSA within the Delineation by Census Tract |ncone Level

Low- Moder at e- M ddl e- Upper -

I ncone I ncone I ncone I ncone Tot al
Washi ngton, D. C. MSA
Communi ty Popul ation 3% 22% 67% 8% 100%
Bal ti nrore MSA Community
Popul ati on 0% N A 60% 40% 100%

When conpared to narket denographics, FCNB Bank's penetration anpng types of
census tracts appears reasonable in both the Washington, D. C., and Baltinore
MSA portions of the delineated conmunity. The institution's percentage of
nortgage lending in |l ow and noderate-inconme census tracts in the Washi ngton,

D. C., portion was 22% and closely correlates to the popul ati on percentage in
such areas (25% . As illustrated above, the Baltinore MSA portion of the

del i neati on does not include any noderate-income census tracts or popul ated | ow
incone tracts; however, the bank's percentage of lending in mddle- and upper-

i ncone areas approximtes the percentage of individuals residing in these
tracts.

A review of the public Community Reinvestnent Act Performance Eval uation for

El kri dge Bank on June 17, 1996, revealed that the institution received a
"Satisfactory" rating. The findings of the evaluation also indicated that a
majority of |oans sanpled during the exam nation were extended to borrowers
residing within the assessnent area. Furthernore, a substantial portion of
consunmer credit extensions were provided to | ow and noderate-incone borrowers.
The institution's level of lending in | ow and noderate-income census tracts of
the local community, however, was considered | ow when conpared to the percentage
of individuals residing in such tracts.

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

Concl usi on/ Support

The institution's 21 offices are reasonably accessible to all segments of the
communi ty, and hours of operation are considered convenient. Six new branch

of fices, five of which were offices of the former Elkridge Bank, have been
opened since the previous evaluation. Although no branches have been cl osed
since the previous evaluation, a formal policy addressing branch closings that
neets the requirements of the Federal Deposit |nsurance Corporation |nprovenent
Act 1991 has been adopted.

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 ncluding residential nortgage, home inprovenent, small business, comercial,
consumer, and conmunity devel opnent |oans. The follow ng chart depicts the
bank's consuner |ending activity since the previous evaluation by number and
dol | ar amount (exclusive of |oans originated by El kridge Bank).
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FCNB Bank Consumer Loan Originations
Description Nunber Ampunt (000' s)
Honme Purchase 116 $12, 486
Home Construction 40 $9, 642
Home Refinance 302 $31, 359
Home | nprovenent 253 $4, 832
Non- Real Estate Consumer Loans 4,676 $47, 474
The bank is primarily a retail |ender; a significant portion of its consumer

| oans were nortgages for various purposes. Conventional nortgage |oan products
offer a maxi numterm of 30 years with conpetitive rates and are included in the
above totals. FCNB Bank al so offers custoners access to nortgage products that
are sold in the secondary market to Countryw de Fundi ng Corporation (CFC) or the
Federal Hone Loan Mbrtgage Corporation (FHLMC). Through the Federal National
Mort gage Associ ation's Conmunity Hone Buyer Program CFC is able to provide

nortgages requiring only a 3% down payment. FHLMC prograns allow a 5% down
paynment of which 2% may be borrowed. Since the previous evaluation, 13
nortgages totaling $2.2 million (included in the chart totals above) have been

originated with | oan-to-value ratios of 95% or greater.

Mobi | e home | oans, which provide affordable housing to | ow and noderate-incone
residents, are also offered. Since the previous evaluation, seven nobile hone
secured | oans for $115,514 have been originated. Additionally, small dollar
amount consuner | oans are offered and often help nmeet the needs of |ow and
noder at e-i ncome borrowers. Since Novenber 6, 1995, 666 |oans for $1,500 or |ess
have been provi ded.

FCNB Bank al so offers a wi de range comrercial | oan products. From Novenber 6,
1995, to May 5, 1997, 805 commercial extensions (again, exclusive of Elkridge
Bank | ending) totaling $88.2 nillion were originated for a variety of business
needs including business start up, facility expansion, and working capita

pur poses. Specific comercial |oan extensions that contributed to job creation,
housi ng opportunities, and small busi ness demands are depicted in the chart

bel ow.

FCNB Bank Commercial Loan Originations
Description Nunber | Anpunt (000'Ss)
Busi ness Start up 21 $2, 988
Busi ness/ Facility Expansion 16 $1, 952
Loans to Housi ng Devel opers 30 $6, 846
Loans to Nonprofit Organizations 25 $4, 364
Smal | Business ($1 million or less in gross revenues) 227 $16, 421
Smal | Farm 10 $558




An assessnent of the 1996 HWVDA transactions extended within the delineation was
conducted to anal yze borrower income characteristics in both delineated portions
of the Washington, D. C., and Baltinore MSAs. The followi ng table portrays the

di stribution of HVDA | oans extended in the delineated portion of the Wshi ngton,
D. C. MSA by borrower incone |evel.

HVDA Loan Distribution by Borrower |Incone Level - WAshington, D. C. NSA

Low- Moderate- | M ddl e- Upper -
| ncone | ncone | ncone | ncone Tot al
Total Nunmber of Loans 68 124 133 100 425
Percent age of Total Loans 16% 29% 31% 24% 100%

Total Anmount of Loans (000's) $2, 740 $7,508 $10, 747 | $10, 655 | $31, 650

Percent age of Total Anount 9% 24% 34% 33% 100%

As a means of conparison, the following table illustrates Washington, D. C. MSA

fam lies residing within the delineated community by | ow, nmoderate-, mddle-,
and upper-incone |evels.

Percentage of Fanmilies by Incone Level - Washington, D. C. NSA
Low- Moder at e- M ddl e- Upper -
| ncone | ncone | ncone I ncone Tot al
% of Famlies 18% 23% 29% 30% 100%

When conpared to the distribution of local fanmilies, the bank's vol ume of
lending to | ow and nmoderate-incone individuals (45% slightly exceeded the

percentage of such famlies residing within the Washington, D. C. MSA portion of
the delineated community (41%.

The distribution of 1996 HVDA reportable transactions originated within the
del i neated portion of the Baltinore MSA is depicted bel ow by borrower

i ncone
| evel .
HVDA Loan Distribution by Borrower Income Level - Baltinore MSA
Low- Moderate- | M ddl e- Upper -
I ncone I ncome I ncome I ncone Tot al
Total Number of Loans 4 5 14 32 55
Percent age of Total Loans 7% 9% 26% 58% 100%
Total Anmount of Loans (000's) $128 $359 $921 $4,776 $6, 184
Percent age of Total Anount 2% 6% 15% 77% 100%
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The tabl e bel ow portrays families residing in the Baltinore MSA portion of
the delineated community by |ow, noderate-, niddle, and upper-incone |evels.

Percentage of Fanmilies by Incone Level - Baltinpbre MSA
Low- Moder at e- M ddl e- Upper -
| ncone | ncone | ncone I ncone Tot al
% of Fam lies 11% 15% 27% 47% 100%

Al t hough the volune of lending to | ow and noderate-inconme individuals (16% is
| ower than the percentage of such fanmilies residing within the delineated
portion of the Baltimre MSA (269, the sanple size was |limted to 55 HVDA

| oans. Furthernore, FCNB Bank's vol ume of |ending and penetration in the
Bal ti nrore MSA should increase with the addition of the five previously nentioned
El kri dge Bank branch offices (all located in the Baltinore MSA).

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

Concl usi on/ Support

The bank is a Small Business Adninistration (SBA) |lender. Since Novenber 6,
1995, 14 SBA | oans have been extended for $1.3 nillion. FCNB Bank has al so been
approved to offer Veterans Adm nistration (VA) and Federal Housing

Adm ni stration (FHA) | oans; however, no FHA or VA | oans have been ori gi nated
since the previous eval uation.

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 institution's marketing programprimarily consists of service and product
advertisements placed in area newspapers and broadcasted on | ocal radio
stations. Loans and deposits are further pronoted through bill boards, statenent
stuffers, and | obby posters. Although nost advertisenents are generally
institutional in nature, the bank regularly uses these mediums to pronote new

| oan and deposit products. Director and officer contact and involverment with
civic, business, and social organizations are also utilized for conmunicating
the availability of products and services. This nmarketing strategy is

consi dered appropriate given the institution's size and | ocation.
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COMMUNI TY DEVELOPMENT

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

Concl usi on/ Support

The institution supports and is involved in the devel opnent of projects
pronoting economc revitalization and growth within its community.

Participation in various projects has taken the formof direct |oans, Government
assi sted | oans, investnents, contributions, financial services, and technical
experti se.

The bank promptes conmunity devel opment primarily through direct lending to
smal | busi nesses, individuals, nonprofit organizations, and | ocal governnent, as
evi denced by a 78% | oan-to-deposit ratio. These types of credits have financed
busi ness start up and affordabl e housing projects that have created jobs and
provi ded housing for local residents. Specifically, 11 loans totaling $1.1
mllion provided financing for rental housing primarily serving | ow and
noder at e-i nconme i ndi vi dual s.

FCNB Bank is also a member of the Federal Hone Loan Bank (FHLB) of Atlanta, and
primarily uses FHLB borrowed funds to originate nortgage | oans for applicants
maki ng 115% or | ess of the area nedian income. These FHLB funds can al so be
used to finance certain comercial |oans that rebuild economically distressed
areas and/or create enploynent opportunities. Since the previous evaluation, 12
FHLB | oans have been extended totaling $480, 000.

FCNB Bank continues to be a nmenmber of the Alliance Business Program The
program provi des an alternative source of financing for growi ng conpanies. |Its
primary mission is the creation and retention of |ong-term enpl oynment
opportunities in Frederick County. Under the program |oans are available for
new capital and expansion projects of small (annual sales up to $5 nmillion) for-
profit manufacturing, industrial, high technology, and export-rel ated conpanies,
and for service industries which support these conpanies. A pool of commtnents
fromsix participating financial institutions serves as the source of funding
for the project. Each institution's original commitnment is accessed by the
programon a rotating basis. To date, FCNB Bank has funded $20,000 of its

$500, 000 commitment. From Novenber 6, 1995, to May 5, 1997, the Alliance

Busi ness Loan Program has cl osed two | oans totaling $330, 000 that have resulted
in the creation of 21 new jobs.

Additionally, the bank is a menmber of, and has invested $25,000 in, the Carrol
County Devel opnent Corporation (CCDC). The CCDC is a for-profit corporation
striving to stinmulate economnic devel opment through the financing of snml

busi nesses (as defined by the SBA), particularly those that create jobs for |ow
and noderate-inconme Carroll County residents. Since the preceding eval uation,
three |l oans for $130, 000 have been extended by the CCDC. These |oans created 15
full-tinme and 45 part-tinme jobs.

FCNB Bank has al so purchased an industrial revenue bond for an acquisition

construction loan worth $1.9 million from Howard County. This investnent funded
the renovation of a 50,400-square-foot industrial building that houses eight
manufacturing firms. It is estimated that 25 new jobs over five years will

result fromthis project.
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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

FCNB Bank provides technical assistance to potential home buyers and | oca

busi nesses through senmi nars and expositions and uses these formats to inform
residents on | ocal econom c conditions, enploynent opportunities, and the
availability of credit and deposit services. Additionally, donations of human
and financial resources are routinely made to a variety of |local nonprofit
organi zations and school s.

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

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

Concl usi on/ Support

A review was nade of witten |loan policies, forms, and accepted and deni ed | oan
applications. Loan officer interviews were also conducted to gain information
regardi ng managenent's fair |lending policies and procedures. The review of
files conducted during the exam nati on denonstrated an equal application of
credit standards, and no discrinnatory credit practices were identified. The
mnority popul ation of the portion of the conmunity served by FCNB prior to its
merger with Elkridge Bank was only 5% Because of this small proportion of
mnorities, analysis of the bank's aggregate HVDA data was limted. Files of
denied mnority applicants and approved applicants were revi ewed, however, and
the credit decisions were found to be consistent with bank policies. Further-
nore, nmanagenent has adopted a second review process to insure the equa
treatnment of all applicants.

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 communities, including | ow and noderate-

i ncone nei ghbor hoods.

ASCERTAI NVENT COF COVMUNI TY CREDI T NEEDS

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

Concl usi on/ Support

Qutreach efforts continue to be strong and denonstrate a willingness by the
institution to assist comunity devel opnment. Managenent utilizes a form
of ficer call programto help determne the credit needs of the delineated
community. Under the program bank officers are required to contact |oca
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Concl usi on/ Suppor t--contd.

busi nesses and community organi zati ons and | eaders on a regul ar basis by

tel ephone and in person. To further insure a proactive relationship with the
community, two FCNB Bank Advi sory Boards neet nonthly to discuss the |oca
credit and comunity devel opment needs of their designated regions. The

advi sory boards are conprised of senior bank officials and | ocal community
menbers serving two-year ternms. The recomendati ons of the advisory neetings
are recorded and frequently reviewed by senior managenent and the board of
directors. The institution's outreach efforts are ongoing, include contact with
i ndi vidual s and groups that represent a | arge segnment of the community, and are
wel | docunent ed.
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