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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 institutions 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 institutiors record of neeting the
credit needs of its conmunity.

This docunent is an evaluation of the CRA performance of The Annapolis Banking and
Trust Conpany, Annapolis, Maryland, prepared by The Federal Reserve Bank of Ri chnond,
the institutiors supervisory agency, as of July 7, 1997. The agency eval uates
performance in the assessnent area as delineated by the institution, rather than

i ndi vi dual branches. This assessnent area evaluation may include the visits to sone,
but not necessarily all, of the institution's branches. 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 Annapolis Banking and Trust Conpany primarily serves its assessment area through
direct lending. A mpjority of the bank's |loans were originated within this area. The
di stribution of |ending throughout the assessnent area is considered reasonable, with
| oans originated in census tracts of all levels, including noderate-incone tracts.

Furt hernmore, |oans have been extended to customers of different income levels and to
busi nesses of varying sizes. Additionally, the institution provides a full range of
products and services through various nmeans to neet the needs of |ocal residents.
Participation in qualified community devel opnent investnments, however, has been
[imted.



The followi ng table indicates the performance | evel of The Annapolis Banking and Trust
Company with respect to the | ending, investnent, and service tests.

The Annapolis Banking and Trust Conpany

PERFORMANCE

LEVELS
PERFORMANCE TESTS

LENDI NG TEST * | NVESTMENT TEST SERVI CE TEST

Qut st andi ng

Hi gh Satisfactory X X

Low Satisfactory

Needs to | nprove X

Subst anti al
Nonconpl i ance

* The lending test is weighted nore heavily than the investment and service tests
when arriving at an overall rating.



DESCRI PTI ON OF | NSTI TUTI ON

The Annapolis Banking and Trust Conpany (AB&T) is located in Annapolis, Mryland, and
operates 11 branches and ten automatic teller machines (ATMs) throughout Anne Arunde
County, Maryland. As of March 31, 1997, the bank's total assets were $289 nillion, of
whi ch 60% were | oans. The conposition of the loan portfolio as of this date was as
follows: 66%real estate secured (consumer and business), 19% consuner, 13%
commercial, and 2% other. The institution's previous CRA rating was satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA

The institution's assessnent area enconpasses a substantial portion of Anne Arunde
County, Maryland, which is part of the Baltinmore Metropolitan Statistical Area (MSA)
and includes census tracts 7011.00 through 7070.00, 7301.01, 7302.02, and 7305.02

t hrough 7313.07. O the 47 census tracts, two (4% are noderate-income, 19 (41% are
m ddl e-i ncome, and 26 (55% are upper-incone. There are no |l owinconme geographies in
the assessnent area. Furthernore, of the two noderate-income census tracts, one
contains the Crownsville mental facility in which there are no owner-occupi ed housi ng
units. Based on 1996 denographic data, the percentages of owner-occupi ed housi ng by
income |l evel of census tract are as follows: 1% in noderate-income tracts, 39%in

nm ddl e-i ncome tracts, and 60% in upper-inconme tracts. The | ow percentage of owner-
occupi ed housing in noderate-incone census tracts suggest linited nortgage | ending
opportunities for these areas.

According to the 1990 census, the population of the assessnent area is 271,298. Rea
estate in the local area is considered expensive with a nedi an housi ng val ue of

$140, 994 conpared to nedi an housi ng val ues of $100,033 and $115,502 for the MSA and
state, respectively. Currently, the 1996 nmedian fanmly income for the Baltinore MSA
is $52,400.

The followi ng table provides market denmographics by the income |level of fanilies and
the percentage of the population living in census tracts of varying incone |levels. As
illustrated by this chart, a majority of famlies within the market (77% are m ddl e-
and upper-incone and 98% of the population resides in niddle- and upper-inconme census
tracts.

Low- I ncone | Moder at e- M ddl e- Upper - Tot al
I ncone I ncone I ncone
Percent age of Area
Fam lies by Income
Level 10% 13% 23% 54% 100%
Per cent age of
Popul ation in Census
Tracts by I ncone
| evel of Tract 0% 2% 44% 54% 100%

The econony of the assessment area provides diverse enploynment opportunities in the
Federal and State Governnents, |ocal tourismindustry, |ight manufacturing, seafood
processing, and various retail businesses. The 3.4% unenpl oyment rate for Anne
Arundel County is favorable when conpared to the State of Maryland's rate of 4.4%
The strong | ocal econony suggests a high demand for credit.



A community contact was made with an individual know edgeabl e of the local area to
assist in evaluating the bank's CRA performance. This individual indicated that |oca
communi ty devel opnment needs are currently being met by area financial institutions.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE TESTS

The concl usions regarding the | ending, investnent, and service tests are summarized at
t he begi nni ng of each section. Supporting information is then divided into
performance characteristics that are described in Appendix A of the regulation.

LENDI NG TEST

The rating of the institution under the lending test is high satisfactory. A mpjority
of the bankss | ending was within the assessnent area. The geographic distribution of

| oans is considered reasonable and includes | ending in nmoderate-incone tracts. The
bank's lending to | ow- and noderate-incone borrowers and busi nesses with revenues of
$1 million or less is reflective of nmarket denographics. The institution has
demonstrated a responsiveness to the credit needs of the assessnment area through sone
product flexibility and community devel opment | endi ng.

Lendi ng Activity

The bank=s | evel of |ending appears responsive to the area |oan demand. During the
previous six quarters, the average |oan-to-deposit ratio for institutions head-
quartered in the nmetropolitan areas of Maryland and of simlar asset size to AB&T
ranged from77%to 83% Since the previous evaluation, the bank's total | oans

out st andi ng have increased 9% whil e deposits have increased 2% AB&T's average | oan-
to-deposit ratio for the previous six quarters is 70% and is considered reasonabl e
given the institution's financial capacity, size, and current |ocal econonic
condi ti ons.

As identified in the CRA Public File, a full range of credit products is offered

i ncl udi ng hone i nprovenment, small business, conmercial, consunmer, and comunity

devel opment | oans. The foll owi ng chart depicts the bank's lending activity by nunber,
dol | ar anount, and percentage. The loan activity is from January 1996 through My
1997, except for the hone inprovenent and ot her Hone Mortgage Disclosure Act (HVDA)

| oans which are for 1996. O her HWVDA | oans include honme purchase, nultifanmly, and
refinance | oans.



Nunber Per cent Ampunt (000' s) Per cent
Smal | Busi ness* 319 12% $34, 322 35%
Home | nprovenent (HVDA) * 102 4% $2, 221 2%
Ot her HVDA Loans* 5 <1% $1, 223 1%
Mot or Vehicl e 1, 332 51% $40, 562 42%
Consuner Secured 265 10% $9, 316 10%
Consuner Unsecur ed 498 19% $6, 060 6%
Home Equity 106 4% $3, 386 4%
Total s 2,627 100% $97, 090 100%

* I nformati on about these loans is required to be collected by the institution

As illustrated above
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for

assessnent

pur poses.
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the majority of

Assessnment Area Concentration

The institution's volunme of
| oans originated from January 1996 through May 1997,

| endi ng noted bel ow i ncl udes consumer and smal
and HVDA | oans extended during

| oan originations (84% excludi ng HVDA | oans) was
The institutions |lending activity appears responsive to

busi ness

1996. The follow ng table depicts the number and percentage of |oans extended in the
assessnment area.
Consuner Smal | Busi ness HVDA TOTAL
I nsi de Qut I nsi de Qut I nsi de Qut I nsi de Qut
Nunber of Loans 1, 519 682 279 40 92 15 1, 890 737
Per cent age of
Loans 69% 31% 87% 13% 86% 14% 72% 28%
Amount of Loans
(000's) $47,399 | $11,925 | $28,821 | $5,501 | $2,835 [ $609 | $79, 055 | $18, 035
Per cent age of
Anmpunt 80% 20% 84% 16% 82% 18% 81% 19%
As illustrated above a substantial nunber and ampunt of |oans were extended to
residents of the local conmunity; this level is considered reasonable.

Geographic Distribution of Loans

The geographic distribution of

loans is reflected in the tabl es bel ow.

The t abl es

represent the institution's lending within the assessment area according to the incone

| evel

of the census tract.



Di stribution of Consuner Loans by Incone Level of Census Tracts

Moder at e-1 ncome | M ddl e- | ncomne Upper - I ncone Tot al
Total Number of
Loans 40 573 906 1, 519
Percent age of Tot al
Loans 3% 38% 59% 100%
Total Anpunt of
Loans (000's) $1, 440 $24, 372 $21, 587 $47, 399
Percent age of Tot al
Anount 3% 51% 46% 100%

Distribution of Small Business Loans by Incone Level of Census Tract

Moder at e-1 ncome | M ddl e- | ncome Upper - I ncone Tot al
Total Number of
Loans 5 122 152 279
Percent age of Tot al
Loans 2% 44% 54% 100%
Total Anpunt of
Loans (000's) $461 $10, 337 $18, 023 $28, 821
Percent age of Tot al
Ampount 1% 36% 63% 100%

Di stribution of HVDA Loans by Inconme Level of Census Tract

Moder at e-1 ncome | M ddl e- | ncomne Upper - I ncone Tot al
Total Number of
Loans 4 25 63 92
Percent age of Tot al
Loans 4% 27% 69% 100%
Total Anpunt of
Loans (000's) $165 $1, 005 $1, 665 $2, 835
Percent age of Tot al
Anount 6% 35% 59% 100%

Overall, 2.6% (49/1,890) of the bank's | oans were extended to individuals and

busi nesses | ocated in noderate-incone census tracts. The bank's conbi ned | evel of

I ending is proportional to the percentage of the population (2% residing in these
areas. As previously indicated, there are no | owincone areas in the assessnent area
and of the two noderate-incone census tracts, one contains the Crownsville nental
facility in which there is no owner-occupi ed housing for the 443 individual s residing
there. Because of the unique characteristics of this tract, the bank has only linmted
opportunities to serve this area. G ven the |local econonic conditions and the size
and |l ocation of the institution, the loan distribution is considered reasonabl e.
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Borrower's Profile

The following tables illustrate the distribution of the bank's consuner, snall

busi ness, and HVDA | oans extended within the assessnment area by the borrower's income
| evel and to businesses of different sizes. Five small business |oans and four HVDA
| oans did not rely on inconme or revenues in the underwiting process, and therefore,

were not included in this analysis.

Di stribution of Consuner Loans by Incone Level of Borrower

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

Total Nunber of
Loans 217 301 382 619 1, 519
Per cent age of
Total Loans 14% 20% 25% 41% 100%
Total Ampunt of
Loans (000's) $1,612 $2, 831 $17, 786 $25, 170 $47, 399
Per cent age of
Tot al Anmpunt 3% 6% 38% 53% 100%

Distribution of HVDA Loans by |Income Level of Borrower

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

Total Nunber of
Loans 5 16 28 39 88
Per cent age of
Total Loans 6% 18% 32% 44% 100%
Total Ampunt of
Loans (000's) $50 $464 $422 $1, 301 $2, 237
Per cent age of
Tot al Anmpunt 2% 21% 19% 58% 100%

As depicted in the tables above, the percentage of consunmer |oans (34% and the
percent age of HVDA | oans (24% to | ow and noderate-incone borrowers conpares
favorably to the percentage of such famlies (23% in the assessnent area.

In the spring of 1996, the bank lowered its m ninum | oan amount from $3,000 to $1, 000.
As a result, the bank extended 457 |loans in amounts |ess than $3,000. Many of these
smal l er | oans were extended to | ow and noderateincome borrowers.



Distribution of Loans by Size of Business

$0 - $100, 000 | $100,001 - $250, 000 > $250, 000 Tot al

Tot al

Revenues < $1 174 63% 36 13% 18 7% 228 83%

MI1Ilion

Tot al

Revenues > $1 30 11% 10 4% 6 2% 46 17%

MI1Ilion

Tot al 204 74% 46 17% 24 9% 274 100%
As illustrated above, 83% (228/274) of the small business extensions in the assessnent
area were provided to businesses with revenues of $1 million or |less. Furthernore,

63% (174/274) of small business | oans were for ampunts of $100,000 or less and to
busi nesses with revenues of $1 millon or less. This level of |ending denpbnstrates the
bank's willingness to address the credit needs of local small businesses.

AB&T continues to provide Governnent guaranteed business |oans to qualified applicants

t hrough the Small Business Administration (SBA). The bank currently participates in

the SBA Low Doc program which features a stream ined application and approval process.
Since the previous exam nation, three SBA | oans in excess of $140,000 were funded.

G ven the product lines offered by the institution, the distribution of loans to
borrowers of different incone |levels and to businesses of different sizes appears
reasonabl e.

Communi ty Devel opnent Loans

Since the previous eval uation, the bank extended a $370,000 |oan for a 12-unit
apartment conplex in the City of Annapolis. Fifty percent of the tenants in the
compl ex receive Section 8 rent subsidies with the remaining units occupi ed by
noder at e-i ncome tenants. |In addition, the bank has extended other | oans that directly
benefit | ow and noderate-income individuals and/or areas; however, these |oans have
been reflected in the small business and HVDA | oan fi gures.

| NVESTMENT TEST

The institutiors |evel of responding to community devel opnent needs through its

i nvestnent activities is rated needs to inmprove. Managenent has primarily focused its
i nvestnent strategy on the purchase of United States Treasury securities which are not
consi dered qualified investments for purposes of CRA. The bank's participation in

i nvestnents responsive to community devel opment needs has been linmted to donations
made to | ocal charitable organizations. Qualified grant activity consisted of four
donations totaling $2,015 nmade to | ocal housing and comunity service organizations.

Managenent is encouraged to consider other investment opportunities that have
communi ty devel opnment as the primary purpose.



SERVI CE TEST

The rating of the institution under the service test is high satisfactory. Delivery
systens, branch | ocations, and the hours of operation are considered readily
accessi bl e and convenient to all portions of the assessment area. The bank's
participation in conmunity devel opment services is considered adequate.

Accessibility of Delivery Systens

Delivery systens are accessible to all portions of the assessnent area. Ten ATMs are
avail able to local residents and provide 24-hour nationw de network access. The ATMs
are located at all branch locations, with the exception of the Main Ofice which is

| ocated in an historic building in downtown Annapolis. Tel ephone banking services are
al so avail abl e and provi de customers with 24-hour accessibility. Additionally, a bank
by mail programis offered by the institution which further enhances the bank's
delivery systens.

Branch Locations and Hours of Operation

Branch | ocations and business hours are tailored to the conveni ence and needs of the
assessment area. AB&T's 11 offices are accessible to all segnments of the assessnent
area includi ng noderate-income census tracts. Since Novenber 13, 1995, the date of
the previous eval uation, no branches have been opened or closed. The bank has adopted
a branch closing policy as required by the Federal Deposit |nsurance Corporation

| mprovenent Act of 1991. Hours of operation are considered convenient with nost
branches offering services Mdnday through Friday 8:00 a.m - 6:00 p.m and Saturday
hours of 9:00 a.m - noon; specific branch hours vary.

Communi ty Devel opnent Services

The bank provides technical assistance to community devel opment organizati ons.
Specifically, a nenber of managenent serves on the finance committee of the Providence
Center, an organization that provides comunity services to | ow and noderate-incone
individuals. In addition, a group of bankers, including represen-tatives from AB&T,
has been working to create an organi zation that will facilitate | ow and noderate-

i ncone housing in the state of Mryl and, including Anne Arundel County. However, at
this tine the proposed organization is still in the planning stages. The

institutions participation in community devel opnent services is considered to be
adequat e.

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

No credit practices inconsistent with the substantive provisions of the fair housing
and fair lending |laws and regul ati ons were identified. Technical violations of the
Equal Credit Opportunity Act's Regulation B and the Hone Mortgage Disclosure Acfs
Regul ation C were noted. Adequate policies, procedures, and training progranms have
been devel oped to support nondiscrimnation in lending activities.



