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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 institutiom record of neeting the
credit needs of its entire community, including | ow and noderate-inconme

nei ghbor hoods, consistent with safe and sound operation of the institution.
Upon concl usion of such exam nation, the agency nust prepare a written

eval uation of the institutions record of neeting the credit needs of its
communi ty.

This docunent is an evaluation of the Community Rei nvestment Act (CRA)
performance of Bank of Essex, Tappahannock, Virginia, prepared by the Federa
Reserve Bank of Richmond, the institutions supervisory agency, as of Mrch
17, 1997. The agency rates the CRA performance of an institution consistent
with the provisions set forth in Appendix A of 12 CFR Part 228.

| NSTI TUTI ONS CRA RATING This institution is rated Satisfactory.

The bank's | oan-to-deposit ratio appears reasonable in relation to demand for
credit in its assessnent areas. A nmpjority of |oans sanpled during the

exam nation were extended to borrowers residing within the |ocal community.

In addition, the bank denmonstrated a high level of lending to | ow and
noder at e-i ncome borrowers. \While the bank's assessnment area's contain no | ow
or noderate-incone census tracts or block nunmbering areas (BNAs), the
penetration of | oans throughout niddle- and upper-incone geographi es appears
reasonable in relation to the denmographics of the assessnent areas.



The followi ng table indicates the performance |evel

respect to each of the five performance criteria.
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DESCRI PTI ON OF | NSTI TUTI ON

Bank of Essex operates its nmain office in Tappahannock, Virginia and has four
branches |l ocated within Essex, King WIlIliam and Hanover Counties. As of Decenber
31, 1996, the bank had total assets of $116 million, of which 68% were credit
extensions. The institution offers a variety of credit and deposit products,

i ncluding | oans for consuner, residential nortgage, small business, and

agricul tural purposes. The loan portfolio as of December 31, 1996, was conprised
of the following: 78%real estate secured (consuner and business), 12%
commercial /agricultural, and 9% consuner. Based on the nunber of |oans originated
during the previous six nonths, |oans secured by notor vehicles and unsecured
consurmer | oans were identified as the principal credit products offered by the
bank. The institution's previous CRA rating was satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA

The institution's assessnent areas enconpasses all of Essex, King and Queen, King
WIlliam and Richnond Counties, and a portion of Hanover County, Virginia and are

| ocated in the east central portion of the Cormonwealth. One of the assessnent
areas includes census tracts 3209 through 3214 wi thin Hanover County. The county
is included within the Ri chnond-Petersburg Metropolitan Statistical Area (MSA).

The Hanover County assessment area includes one branch office and consists of three
m ddl e-i ncome and three upper-income census tracts with a popul ati on of 29, 884.
This area continues to experience rapid growh in both housing and small business
devel oprent .

The bank's other assessment area includes Essex, King and Queen, King WIlliam and
Ri chnond Counties. This area has a conbi ned popul ati on of 33,164 and consists of
seven m ddl e-i ncome and three upper-income bl ock nunbering areas (BNAs). This
communi ty conprises the |argest portion of the bank's market area and is primarily
rural. Many residents conmute to nearby metropolitan cities including R chnond and
Fredericksburg, as well as the Tidewater region for enploynent opportunities. The
| ocal community is primarily dependant upon small nmanufacturing, conmercial

fishing, agriculture, and forestry.

The January 1997 unenpl oynment rates for the counties within the assessnent areas
range from 2.8% in Hanover County to 8.8%in Richnmond County. The jobless rate for
the Cormonwealth is 4.5% The 1996 nedian fanily incomes for nonmetropolitan areas
within the Conmonweal th of Virginia and the Ri chnond- Petersburg MSA are $33, 600 and
$49, 300, respectively.

A local government official was contacted during the exam nation to further assist
in evaluating the bank's CRA performance. |Information gathered fromthe contact
reveal ed the need for lower interest rate nobile hone | oans.

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 70% and is
consi dered reasonable given the institution's size, financial condition, |ocation,
and current economic conditions. The bank's level of lending is responsive to the
area's |l oan denmand. The average | oan-to-deposit ratios for banks headquartered in
nmet ropolitan and nonmetropolitan areas of Virginia and of simlar asset size to
Bank of Essex are 75% and 72% respectively.

LENDI NG I N ASSESSMENT AREA



To determine the bank's lending distribution within its assessnent areas,

of | oans extended during the previous six nonths was revi ewed.

consi sted of 78 | oans secured by notor vehicles and 88 unsecured consuner

a sampl e
This sanple
| oans.

As illustrated below, a majority of the nunber and dollar anounts of the sanpled

| oans have been provided to borrowers residing within the |oca
Compari son of Credit

comruni ti es.

Ext ended | nsi de and Qutside of Assessnent Area

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

Total Nunber of
Loans 128 38 166
Percent age of Tota
Loans 7% 23% 100%
Total Ampunt of
Loans (000's) $559 $287 $846
Percent age of Tota
Anpunt 66% 34% 100%

The bank recently perfornmed an anal ysis of al
According to bank records,

Decenber

83% of all

| oans by census tract and BNA.
| oans extended from July 1996 through
1996 were to residents of the assessnent areas.

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 sanpled | oans secured by

not or

Distribution of Loans by Incone Level

vehi cl es and unsecured consuner
portion of the banks market by incone |evel

of Borrower

- NonMsA
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| oans originated within the nonnetropolitan
of the borrower.

Low- I ncone Moder at e- M ddl e- Upper - I ncone Tot al
I ncone I ncone
Total Number
of Loans 9 10 12 11 42
Per cent age
of Tot al 21% 24% 29% 26% 100%
Loans
Tot al Anpunt
of Loans $54 $43 $48 $85 $230
(000" s)
Per cent age
of Tot al 23% 19% 21% 37% 100%
Loans
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Low- I ncone Moder at e- M ddl e- Upper - I ncone Tot al
I ncone I ncone

of Loans 23 21 11 6 61
Per cent age
of Tot al 38% 34% 18% 10% 100%
Loans
Tot al Anmpunt
of Loans $45 $29 $24 $28 $126
(000' s)
Per cent age
of Tot al 36% 23% 19% 22% 100%
Loans

The volunme of lending to | ow and noderate-incone residents (45% for |oans secured
by nmotor vehicles and 72% for consuner unsecured |oans) substantially exceeds the
proportion of |lowincome (17% and noderate-incone (15% families residing in the
nonmetropol i tan assessment area. Furthernmore, a review of the bank's |ending
(NonMsA only) for the second half of 1996 reveal ed that 55% of all | oans extended
during that period were to | ow and noderate-income borrowers. M ddle- and upper-
incone families make up 21% and 47% of the comunity, respectively.

As previously indicated, the institution has only one branch office in Hanover
County. Therefore, the majority of |oans sanpled were outside this netropolitan
area. An analysis of the 25 sanpled | oans extended wi thin the Hanover County
assessnment area reveal ed that 39% and 17% of | oans secured by notor vehicles and
14% and 29% of unsecured consuner | oans were provided to | owincone and noder at e-
i ncone residents, respectively. These percentages substantially exceed the
representation of such fanilies within the comunity (9% | owincone and 16%
noder ate-i ncome). M ddle- and upper-income fanilies conprise 28% and 47% of the
mar ket popul ati on, respectively.

G ven the denographics of the assessnment areas, the distribution of lending to
borrowers refl ects excellent penetration anong individuals of different incone
| evel s.

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 and BNAs within the assessnment areas. As previously mentioned, only niddle-
and upper-incone geographi es conprise the assessment areas. Wthin the bank's
nonmetropol i tan assessment area, 67% and 33% of the | oans sanpl ed were extended in
m ddl e- and upper-income geographies, respectively. Wthin the metropolitan
assessment area, 72% were extended in mniddle-incone census tracts while 28% of the
| oans sanpl ed were made in upper-inconme census tracts. The percentage of |ending
in mddle-income BNAs within the nonmetropolitan area reasonably reflects the
percent age of the market population (67% residing in such geographies. The
percentage of lending in niddle-income census tracts within the MSA assessnent area
exceeds the percentage of the market popul ation (53% residing in such areas.



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 |laws and regul ati ons were identified. Technical violations of the
Hone Mortgage Disclosure Act's Regulation C were noted. Adequate policies,
procedures, and training prograns have been devel oped to support nondiscrinnation
in lending and credit activities.



