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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 must prepare a witten evaluation of the institution's record of neeting the
credit needs of its conmunity.

This docunent is an evaluation of the Community Rei nvestnment Act (CRA) performance of
Bank of Clarke County, Berryville, Virginia, prepared by The Federal Reserve Bank of
Ri chnond, the institution’s supervisory agency, as of January 27, 1997. The agency
rates the CRA performance of an institution consistent with the provisions set forth
in Appendi x A of 12 CFR Part 228.

INSTITUTION' S CRA RATING This institution is rated Qutstanding.

The bank's | oan-to-deposit ratio is considered nore than reasonable given its
financial capacity and location. Furthernore, the institution's high Ievel of |ending
within the assessnent areas, particularly to |l ow and noderate-incone borrowers,
demonstrates an overall outstanding |evel of performance. The distribution of |ending
by the income | evel of geographies in the assessnent areas exceeds standards for
satisfactory performance.



The following table indicates the performnce | evel of Bank of Cl arke County with
respect to each of the five performance criteria.

SMAL L Bank of Clarke County
I NSTI TUTI ON PERFORMANCE LEVELS
ASSESSMVENT
CRI TERI A
Exceeds Meet s Does not
St andar ds St andar ds meet
for for St andar ds
Sati sfactory Sati sfactory for
Per f or mance Per f or mance Sati sfactory

Per f or mance

Loan to Deposit

Ratio X
Lending in
Assessnent
Area X
Lending to

Borr ower s of
Di fferent | ncones
and to Busi nesses

of Different Sizes X

Geogr aphi ¢

Di stribution of

Loans X

Response to No conpl aints have been received since the prior
Conpl ai nt's examni nati on.




DESCRI PTI ON OF | NSTI TUTI ON

Bank of Clarke County operates five offices in the northwest portion of Virginia.
These offices serve Clarke County, Frederick County, and the City of Wnchester. As
of Septenber 30, 1996, the bank had total assets of $124.3 million, of which 70% were
credit extensions. The institution offers a variety of credit and deposit products,

i ncludi ng | oans for consuner, residential nortgage, and small business purposes. The
| oan portfolio as of Septenber 30, 1996 was conprised of the follow ng: 65%rea
estate secured (consunmer and business), 24% consuner, and 11% commercial. Based on

t he nunmber of | oans extended, consumer purpose |oans including other secured,
unsecured, and those secured by motor vehicles, were identified as the principa
credit product offered. The institution's previous CRA rating was outstanding.

DESCRI PTI ON OF ASSESSMENT AREA

The institution's assessnent areas consist of C arke and Frederick Counties, and the
City of Wnchester, Virginia. The assessnent area containing Clarke County, Virginia,
has a popul ati on of 12,101 and consists of only three noderate-incone census tracts.

Cl arke County is part of the Washington, D. C. Metropolitan Statistical Area (MSA).
The bank’s other assessnment area includes the City of Wnchester and Frederick County
and is not part of an MSA. This area has a conbi ned popul ati on of 67,670 and consists
of ten lowinconme, six mniddle-income and ei ght upper-income census tracts. The ten

| ow-i ncone census tracts, however, are not populated. While the assessnent areas
remain primarily rural, there close proximty to the urban communities of northern
Virginia have resulted in a steady popul ation growth and increasi ng devel opnent of
housi ng and |i ght manufacturing businesses. Many |ocal residents also comute to the
Washington, D. C. netropolitan area for enployment opportunities. The Novenber 1996
unenpl oynent rates for Clarke County, the City of Wnchester, and Frederick County are
1.9% 3.1% and 3.2% respectively. The jobless rate for the Commonwealth is 3.8%
The 1996 nedian fam |y incomes for nonnetropolitan areas within the Conmonweal t h of
Virginia and the Washington, D. C. MSA are $33, 600 and $68, 300, respectively.

An official froma |local trade organization was contacted during the exani nation to
further assist in evaluating the bank's CRA performance. |Information gathered from
the contact suggested that additional comunity services to assist the elderly

popul ation and credit education for small business owners are needed.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

The average | oan-to-deposit ratio of 80% for the previous five quarters is considered
nore than reasonable given the institution's size, financial condition, |ocation, and
current economc conditions. The bank's lending is responsive to the area's | oan
demand. The average | oan-to-deposit ratios for banks headquartered in metropolitan
areas and nonnetropolitan areas of Virginia and of simlar asset size to the Bank of
Cl arke County are 74% and 72% respectively.



LENDI NG I N ASSESSMENT AREA

To determine the bank's lending distribution within its assessment

| oans extended during the previous six nonths was revi ewed.
As illustrated bel ow, a substanti al

101 consuner | oans.

areas, a sanple of

Thi s sanpl e consisted of
majority of the nunber and

dol | ar anmounts of the sanpled | oans have been provided to borrowers residing wthin

the assessnent area.

Conpari son of Credit

Ext ended I nside and Qutside of Assessnent Area

| nsi de Assessnent Qut si de Assessment Tot al
Ar ea Ar ea

Total Nunber of
Loans 82 19 101
Percent age of Tot al
Loans 81% 19% 100%
Total Ampunt of
Loans (000's) $494 $127 $621
Per cent age of Tot al
Anmpunt 80% 20% 100%

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 various consumer | oans
originated within the assessnment area by incone |level of the borrower. The data are
provi ded separately for each of the bank’s assessment areas.
Distribution of Loans by Incone Level of Borrower - MSA
Low- | ncone Moder at e- M ddl e- Upper - I ncone Tot al
I ncone I ncone
Total Nunmber
of Loans 28 7 4 2 41
Per cent age
of Tot al
Loans 68% 17% 10% 5% 100%
Tot al Anpunt
of Loans
(000" s) $153 $72 $66 $6 $297
Per cent age
of Tot al
Loans 52% 24% 22% 2% 100%




The volunme of lending to | ow and noderate-incone residents (85% substantially
exceeds the proportion of |owincome (30% and noderate-incone (27% families in the
metropolitan assessment area.

Distribution of Loans by Incone Level of Borrower - NonlNSA

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

Tot al Nunber
of Loans 19 10 8 4 41
Per cent age of
Total Loans 46% 24% 20% 10% 100%
Tot al Anmpunt
of Loans
(000' s) $56 $81 $27 $33 $197
Per cent age of
Total Loans 28% 41% 14% 17% 100%

The percentage of loans to |low and noderate-incone residents (709 within the
nonmetropol i tan assessnment area is also substantially greater than the representation
of such famlies (11% | owincome and 14% noderate-inconme) within the market.
Furthernmore, a mpjority of the dollar ambunts of |oans extended in both assessment
areas (76% and 69% were to | ow and noderate-incone borrowers. G ven the

denmogr aphi cs of the assessnent areas, the distribution of Iending to borrowers
reflects excellent penetration anong individuals of different income |evels.

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 assessnent areas. Wthin the bank’s nonmetropolitan assessnent
area, 44% and 56% of the | oans sanpled were extended in mddle- and upper-income
geogr aphi es, respectively. The percentage of lending in mddle- and upper-incone
census tracts approxi mates the percentage of the market population (43% m ddl e-i ncone
and 57% upper-incone) residing in these areas. This assessment area contains no
popul ated | owi ncome census tracts and no noderate-income census tracts.

As previously mentioned, only noderate-income census tracts conprise the netropolitan
assessnment area containing Cl arke County; therefore, 100% of the nunber and doll ar
amount of | oans extended with this assessnent area were in these geographies. These
| oans, however, represented 50% of the number and 60% of the dollar volume of total
sanpl ed lending. Only 15% of the conbined popul ati on of both assessnent areas reside
in these noderate-income tracts. The geographic distribution of the sanpled consuner
| oans is nore than reasonabl e given the | ocal population residing in noderate-,

m ddl e-, and upper - incone census tracts.

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. Technical violations of the Hone
Mort gage Disclosure Act's Regulation C were noted. Adequate policies, procedures, and
trai ning prograns have been devel oped to support nondiscrimination in | ending and
credit activities.
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