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NOTE:

This evaluation is not, nor should it be construed as,
an assessnent of the financial condition of this
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 nvestnent 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 comunity, including | ow and noderate-inconme nei ghborhoods, consistent with
safe and sound operation of the institution. Upon conclusion of such examination, the
agency must prepare a witten evaluation of the institution's record of nmeeting the
credit needs of its conmunity.

This docunent is an evaluation of the CRA performance of Bank of MKenney, MKenney,
Virginia, prepared by The Federal Reserve Bank of Richnond, the institution's

supervi sory agency, as of July 14, 1997. The agency rates the CRA performance of an
institution consistent with the provisions set forth in Appendix A of 12 CFR Part 228.

I NSTITUTION'S CRA RATING This institution is rated Qutstanding.

The bank's | oan-to-deposit ratio appears reasonable given its financial capacity and
demand for credit in the area. A substantial majority of |oans sanpled during the
exam nati on were provided to residents of the assessnent area. The institution's

I ending to | ow and nmoderate-incone borrowers significantly exceeds the proportion of
such famlies residing in the assessnment area. Furthernore, the penetration of |oans
t hroughout noderate- and m ddl e-i ncone geogr aphi es exceeds expectations for a
satisfactory performance. There are no | ow or upper-inconme geographies within the
bank's | ocal conmunity.



The following table indicates the performance | evel of Bank of MKenney with respect
to each of the five performance criteria.

SMVALL
I NSTI TUTI ON Bank of McKenney
ASSESSNVENT PERFORMANCE LEVELS
CRI TERI A
Exceeds Meet s Does not
St andar ds St andar ds meet
for for St andar ds
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Per f or mance Per f or mance Sati sfactory

Per f or mance

Loan to Deposit
Rati o X

Lending in
Assessnent
Ar ea X

Lending to
Borrowers of

Di fferent |ncones
and to Businesses

of Different Sizes X
Geogr aphi ¢

Di stri bution of

Loans X

Response to
Compl ai nt's No conpl aints have been received since the prior exanination.




DESCRI PTI ON OF | NSTI TUTI ON

Bank of MKenney is headquartered in MKenney, Virginia, with two branch offices

| ocated in Dinwiddie County. As of March 31, 1997, the bank had total assets of $43
mllion, of which $28 million (66% were |oans. Various deposit and | oan products are
avail abl e through the institution including residential nortgage, consumer, business,
and agricultural loans. The |oan portfolio as of March 31, 1997, was conprised of 70%
real estate secured (consuner and business), 14% comercial, and 16% consumer. Based
on the number of | oans extended during the previous six nonths, consumer unsecured

| oans were identified as the principal credit product offered by the bank. The
institution's previous CRA rating was satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA

The bank's assessment area is located in the south-central portion of Virginia and

i ncludes all of Dinw ddie County, as well as census tract 8701 in Sussex County, bl ock
nunbering area (BNA) 9901 in Nottoway County, and BNA 9901 in Brunsw ck County.

Di nwi ddie County is located in the Ri chnmond-Petersburg Metropolitan Statistical Area
(MSA).  According to the 1990 census data, the assessment area has a popul ati on of
33,825 and contains three noderate-income census tracts, as well as six niddle-incone
geogr aphies. There are no | ow or upper-incone geographies within the assessnent

ar ea.

The | ocal econony is supported primarily by agriculture and manufacturing. Wile the
community is predominantly rural, it is located in close proximty to major highways
such as Interstates 85 and 95 which provide access to other enploynent opportunities
in the Cities of Richnond and Petersburg. The nmedian-famly incones for the Ri chnond
MSA and nonmetropolitan areas within the Cormonwealth of Virginia are $49, 300 and

$33, 600, respectively. Recent unenploynent rates for Dinw ddie, Sussex, Nottoway, and
Brunswi ck counties are 7.1% 6.2% 8.3%and 7.1% respectively. The jobless rate for
the Commonweal th of Virginia is 4.2%

A local government official was contacted during the exam nation to further assist in

eval uating the bank's CRA performance. The contact indicated that credit needs of the
community are being net by local financial institutions.

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 five quarters is 71%and is

consi dered reasonable given the institution's financial capacity, size, and |location.
The bank's level of lending is responsive to area | oan denand. The average | oan-to-
deposit ratio for a six quarter period ending March 1997 for institutions located in
netropolitan areas of Virginia and of sinmilar asset size to Bank of MKenney ranged
frome68%to 72% for nonnetropolitan portions of the Comonwealth this ratio ranged
from65%to 70%



LENDI NG I N ASSESSMENT AREA

To determne the institution's volune of
of 101 consumner

l ending within the assessnent area,
unsecured | oans extended during the previous six nmonths was revi ewed.

The lending distribution is represented in the follow ng table.

Comparison of Credit Extended Inside and Qutside of Assessnent Area
I nsi de Assessment Qut si de Assessnent
Ar ea Ar ea Tot al
Total Number of Loans 87 14 101
Percent age of Total Loans 86% 14% 100%
Total Amount of Loans (000's) $340 $46 $386
Percent age of Total Anount 88% 12% 100%

As illustrated above,

a substanti al

majority of the nunmber

sanpl ed | oans were provided to residents of the assessment

LENDI NG TO BORROVWERS OF DI FFERENT | NCOVES

A review of the 87 consuner

and dol | ar
ar ea.

amount s of the

unsecured | oans extended within the assessnent area was

conducted to anal yze borrower income characteristics. The following chart illustrates
the distribution of sanpled | oans by borrower incone |evel.
Distribution of Loans by Incone Level of Borrower
Moder at e- M ddl e- Upper -
Low | ncone I ncone I ncone I ncone Tot al

Total Number of Loans 48 17 9 13 87

Percent age of Tot al

Loans 55% 20% 10% 15% 100%

Total Anopunt of Loans

(000" s) $121 $62 $69 $88 $340

Percent age of Tot al

Loans 36% 18% 20% 26% 100%
For purposes of conparison, the chart bel ow depicts the distribution of fanmlies

m ddl e-,

a sanpl e

residing in the assessment
i ncome | evels.

area according to | ow, noderate-, and upper -

Percentage of Families in Assessnent Area by Incone Level

Low- I ncone Moder at e- M ddl e- Upper | ncone Tot al
I ncone I ncone
Per cent of
Popul ati on 27% 20% 25% 28% 100%







When conpared to the distribution of area fanm |lies, the percentage of |oans extended
to | ow and noderate-income borrowers (75% substantially exceeds the proportion (47%
of such fanmlies in the community. Furthernore, a mpjority of the dollar anounts of

| oans extended (54% were to these borrowers.

A review of 60 nortgage | oans reported on the bank's 1996 Honme Mrtgage Disclosure
Act's (HVDA) Loan Application Register was al so conducted. This analysis included al
| oans extended within the MSA portion of the assessnment area (Di nwi ddie County). The
HVDA data indicated that 40% of home purchase, home refinance, and hone i nprovement

| oans were extended to | ow- and noderate-incone borrowers in Dinwi ddie County. This
| evel of nortgage | ending closely corresponds to the proportion of |ow and noderat e-
incone families (49% residing in this market.

GEOGRAPHI C DI STRI BUTI ON OF LOANS

The review of loan files also included an analysis of |ending among census tracts and
BNAs within the institution's assessment area. As nentioned previously, no | ow or
upper -i ncone geographies are included within the local comunity. The follow ng chart
depi cts the geographic distribution of consumer unsecured | oans extended to market
residents.

Distribution of Loans in Assessnent Area by Incone Level of Census Tract

Moder at e- | ncone M ddl e- I ncone Tot al
Total Number of Loans 49 38 87
Percent age of Total Loans 56% 44% 100%
Total Ampunt of Loans $162 $178 $340
(000' s)
Percent age of Total Loans 48% 52% 100%

In the bank's assessnment area, 33% of the popul ation resides in noderate-incone
geogr aphi es. Accordingly, the percentage of sanpled | oans extended wi thin noderate
i ncone areas (56% exceeds expectations for a satisfactory perfornance.

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

No credit practices inconsistent with the substantive provisions of fair housing and
fair lending | aws and regul ations were identified. Adequate policies, procedures, and
trai ning progranms have been devel oped to support nondiscrinination in | ending
activities.



