GENERAL | NFORMATI ON

This docunent is an evaluation of the Community Reinvestment Act (CRA)
performance of F & M Bank-Central Virginia, Charlottesville, Virginia,
prepared by the Federal Reserve Bank of Richnond, the institution's
supervi sory 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 March
31, 1997. It does not reflect any CRA-related activities that may have been
initiated or discontinued by the institution after the conpletion of the
examni nati on.

The purpose of the Comunity Rei nvestnment 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 federa
financi al supervisory agency shall (1) assess the institution's record of

hel ping to nmeet the credit needs of its entire comunity, including |ow and
noder at e-i ncome nei ghbor hoods, consistent with safe and sound operations of
the institution, and (2) take that record of perfornmance into account when
deci di ng whet her 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, anmended the CRA to require the Agencies to make public
certain portions of their CRA performance assessnments of financia
institutions.

Basis for the Rating

The assessnent of the institution's record takes into account its financial
capacity and size, |legal inpedinents and | ocal econonic conditions and

denmogr aphi cs, 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
of fer specific types or ampbunts of credit. Each institution has considerable
flexibility in determ ning how it can best help to neet the credit needs of
its entire community. |In that |light, 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.



ASSI GNMENT OF RATI NG
Identification of Ratings

In connection with the assessment of each insured depository institution's CRA
performance, a rating is assigned fromthe foll owi ng groups:

Qut st andi ng record of neeting comunity credit needs

An institution in this group has an outstanding record of, and is a
| eader in,

ascertaining and helping to nmeet the credit needs of

its
entire delineated conmunity, including | ow and noderate-income
nei ghbor hoods, in a manner consistent with its resources and capabili -
ties.

Satisfactory record of meeting conmunity credit needs.

An institution in this group has a satisfactory record of ascertaining
and helping to neet the credit needs of its entire delineated community,
i ncludi ng | ow- and noder at e-i ncome nei ghborhoods, in a manner consi stent
with its resources and capabilities.

Needs to inprove record of neeting community credit needs.

An institution in this group needs to inprove its overal
ascertaining and helping to neet the credit needs of its entire

del i neated comunity, including |ow and noderate-incone nei ghborhoods,
in a manner consistent with its resources and capabilities.

record of

Substantial nonconpliance in neeting community credit needs.
An institution in this group has a substantially deficient

ascertaining and helping to neet the credit needs of its entire
del i neated comunity, including | ow and noderate-incone nei ghborhoods,
in a manner consistent with its resources and capabilities.

record of



COMMUNI TY REI NVESTMENT ACT PERFORMANCE EVALUATI ON

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

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

F & M Bank-Central Virginia primarily serves its delineated comunity
t hrough direct lending. A full range of credit products is offered

i ncludi ng residential nortgage, home inprovenent, small business,
commerci al, consuner, and community devel opnent | oans. Furthernore, a
substantial majority of the |oans originated during 1996 were within the
del i neated comunity, and the bank’s distribution of lending is

consi dered reasonable. The institution's fair |ending practices,
policies, and procedures are appropriate, and there is no evidence of
di sparate | ending practices. Additionally, management's outreach
efforts are indicative of their conmmitment to neet |ocal credit needs
and participate in community devel opnment endeavors.

SCOPE OF EXAM NATI ON

An eval uation of F & M Bank-Central Virginia was conducted to assess CRA
performance. The assessnment was based on statenents nmade by bank
managenent and staff, mnutes of the board of directors' neetings,
various other records, and a discussion with a representative froma

| ocal housing organization. The institution's performance was eval uated
in the followi ng categories: geographic distribution, marketing and
types of credit offered and extended, comunity devel opnent, fair

| endi ng, and ascertai nment of community credit needs.

PROFI LE

Description of the Institution

F & M Bank-Central Virginia is a subsidiary of F & M Bank Nati ona
Corporation and operates its main office in Charlottesville, Virginia.
In addition, the institution has seven branches | ocated throughout the
Counties of Amherst, Nelson, and Al benmarle and the City of
Charlottesville. As of Decenmber 31, 1996, the bank had $77 nmillion in
assets, of which 46% were |loans. A wide variety of deposit and | oan
products is available through the institution, including | oans for hone
purchase, hone inprovenment, residential construction, consumer, and
commerci al purposes. The loan portfolio as of Decenmber 31, 1996, was
65% real estate secured (consumer and business), 16% consuner, and 17%
commer ci al / agri cul tural

The bank’s average | oan-to-deposit ratio for the previous five quarters
is 53% Since Decenber 1995, total |oans have increased by 2% and total
deposits have grown 5% For banks headquartered in netropolitan areas
of Virginia and of sinmilar asset size to F & M Bank-Central Virginia,
the average | oan-to-deposit ratio has ranged from 69%to 72% during the
five-quarter period from Decenber 1995 through Decenber 1996. The
average | oan-to-deposit ratio for simlarly situated institutions in
nonmetropol i tan areas of the Commonweal th ranged from 66%to 69% duri ng
this tinme period.



Reasonabl eness of Delineated Conmunity

The bank's delineated conmunity consists of the City of Charlottesville,
the Counties of Albemarle, Greene, and Nel son, and portions of Amherst,
Bucki ngham and Fluvanna Counties, Virginia. Specifically, managenent
has included census tracts 101 to 106 i n Amherst County, block nunbering
area (BNA) 9901 in Bucki ngham County, and census tracts 201 and 203 in
Fl uvanna County. This delineation appears reasonabl e and does not

excl ude any | ow and noderate-incone areas.

Assessment Factor K- The institution's ability to nmeet various
community credit needs based on its financial condition and size, |ega
i mpedi nents, | ocal econom c conditions and other factors.

Concl usi on/ Support

The institution has supported projects pronoting econonic growh

t hroughout its delineated community consistent with its size, financia
capacity, and location. Albemarle, Fluvanna, and Greene Counties and
the City of Charlottesville are included within the Charlottesville
Metropolitan Statistical Area (MSA), and Anmherst County is included
within the Lynchburg MSA. The delineated community is located in the
central region of the Commpnweal th west of the City of Ri chnond.

The popul ation of the bank's comunity is approximately 174,000 of which
73%reside in the Charlottesville MSA portion of the market. The
delineated area includes a total of 45 popul ated census tracts or BNAs.
Two census tracts are | owincone and both are situated in the
Charlottesville MSA. Eight tracts are noderate-income, seven in the
Charlottesville MSA and one in the Lynchburg MSA. The remaining 35
tracts are m ddl e- or upper-incone. The regional econony is wel

di versifi ed anong manufacturing, education, agriculture, and tourism
Nonmanuf acturi ng i ndustries enploy the greatest portion of the area's
residents with the University of Virginia enploying over 15, 000

i ndividuals. The area's economy appears relatively stable with recent
unenpl oynent rates ranging froma high of 4.9%for Nelson County to a

| ow of 2% for Al bemarle County. The current jobless rate for the
Commonweal th of Virginia is 4.4%

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 Comunity
Rei nvest ment Act.

Concl usi on/ Support

The Board of Directors has adopted a formal CRA policy that provides for
an annual self-assessment of the bank's CRA efforts and routine review
of the CRA program A committee conposed of officers and board nenmbers
neets at |least quarterly to discuss CRA activities. The board has
adopt ed an expanded CRA St atenment which describes the bank’s comm t ment
and efforts to serve the credit needs of the local community.




CRA PERFORMANCE
GEOGRAPHI C DI STRI BUTI ON AND RECORD OF OPENI NG AND CLOSI NG OFFI CES

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

Concl usi on/ Support

Information on the geographic distribution of accepted and deni ed
applications is periodically conpiled by census tracts or BNAs. The
nost recent anal ysis, however, was conducted as of June 1995. These
data denmonstrated that a majority of the accepted and deni ed
applications were within the delineated community. A further analysis
of recently accepted and deni ed | oan applications (February 1997)
reveal ed that 88% of approvals and 90% of denials were within the
del i neated comunity.

Additionally, an analysis of small business and small farm | ending
during 1996 reveal ed that 96% of small business | oans and the two
smal | farm | oans were extended within the delineated conmunity. O
the 158 small business |oans originated in the conmunity, 72 were
within the delineated part of the Charlottesville MSA and 17 were in
Amher st County. Twenty of the 158 small business | oans were nmade in

| ow- or noderate-incone census tracts. According to the bank's Home
Mort gage Discl osure Act (HVDA) data, 53 nortgage | oans were originated
in the Charlottesville MSA, representing 56% of all 1996 reported

| oans. Four of these loans were originated in |low or noderate-incone
census tracts. In addition, seven nortgage | oans were made in Anherst
County during the sane period. The location of the renmining | oans
coul d not be determn ned.

As evi denced by the above anal yses, the distribution of |oans
demonstrates a reasonabl e penetration of lending into all segnments of
the delineated community.

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

Concl usi on/ Support

The institution operates seven offices that are accessible to al
segnents of its delineated comunities, and hours of operation are
consi dered convenient. No offices have been opened or closed since
the previous CRA evaluation. Four branches are located in the
Charlottesville MSA portion of the delineated community and one in
Amher st County. The remaining two offices are in Nelson County. A
formal policy addressing branch cl osing procedures that neets the
requi rements of the Federal Deposit |nsurance Corporation | nprovenment
Act 1991 has been adopted. The policy enconpasses all elenments
consi dered responsive to the bank's CRA obligations.




MARKETI NG AND TYPES OF CREDI T OFFERED AND EXTENDED

Assessment Factor | - The institution's origination of residentia
nort gage | oans, housing rehabilitation |oans, hone inprovenment | oans,
and small business or small farmloans within its community, or the
purchase of such | oans originated in its comunity.

Concl usi on/ Support

As identified in the CRA Public File, a full range of credit products
is offered including conmercial, small business, residentia
construction, hone inprovenent, and consuner |oans. Through the
institution's |lending prograns, a significant portion of the conmunity
credit needs have been adequately addressed.

The institution offers a variety of consumer | oans and has extended
1,145 such loans (excluding real estate) totaling $8.3 million since
the previous exami nation. |n addition, the bank routinely extends
nortgage | oans for various purposes. During 1996, 69 home inmprovenent
| oans for $692,000 and 25 hone purchase/refinance | oans totaling $1.2
mllion were funded. Furthernore, 11 hone construction | oans for $1.6
mllion have been originated since October 1995. \Wile long-term
conventional fixed-rate nortgages and Government sponsored nortgages
are not offered by the bank, such products are avail abl e through the
bank's nortgage affiliate. Additionally, loans in anpbunts | ess than
$1,500 are routinely extended and often benefit |ow and noderate-

i ncone individuals. Since the previous exam nation, 269 small dollar
| oans have been financed totaling $284, 691.

The institution continues to be an active business |ender. Loans for
smal | business start up, expansion, and working capital are regularly
extended. During 1996, 165 small business | oans were origi nated
totaling $3.1 million. As nentioned previously, 158 of these business
| oans were extended within the bank’s market area. Additionally, two
smal | farm | oans ($23,000) were extended during 1996.

Assessment Factor J - The institution's participation in
governmental |y insured, guaranteed or subsidized | oan prograns for
housi ng, small businesses, or snmall farns.

Concl usi on/ Support

VWi | e Government sponsored nortgages are not offered by the bank, such
products are avail able through the bank's affiliate Big Apple Mrtgage
(BAM. Applicants are also informally referred to other |ocal I|ending
institutions. During 1996, however, no evidence of referrals to BAM
or any other |enders was maintained. Snall Business Adm nistration
(SBA) | oans are al so avail able; however, none have been extended since
t he previous eval uation




Assessment Factor B - The extent of the institution's marketing and
special credit-related prograns to make nenbers of the conmunity aware
of the credit services offered by the institution.

Concl usi on/ Support

Mar keting efforts include the bank's officer call program and the CRA
of ficers' conmunity outreach program as well as institutiona
advertisements in publications of various civic and socia

organi zations. The bank al so occasionally advertises in the
Charlottesville Cbserver and on |ocal radio and cable tel evision
stations. Bank officers have provided assistance to | ocal high
school s and community organi zations in understanding and applying for
credit. The marketing efforts for this institution appear adequate

COMMUNI TY DEVELOPMENT

Assessment Factor H- The institution's participation, including
investnents, in local comunity devel opnent and redevel opnment projects
or prograns.

Concl usi on/ Support

Through its outreach efforts, nanagement is generally aware of
communi ty devel opnment and redevel opnent programs within the |oca
communi ty and appears willing to participate in any such prograns.

The bank supports the devel opnent or inplenmentation of specific
projects pronoting revitalization and growh consistent with its size,
financial condition, and location. Participation in various projects
has been in the formof direct |ending, donations, and technica
assi st ance.

Managenent continues to support area devel opnent through direct

I ending to | ocal businesses, individuals, and nonprofit organizations.
Some of the loans recently extended for community devel opment purposes
i ncl ude:

- Aloan was originated to a |local partnership to purchase an

apart nent compl ex.

center.

- Credit was extended to a |ocal church for construction of a nulti-
pur pose fellowship building.

- Aloan was originated to finance the purchase a | ocal shopping
Each of the above | oans was originated in Al bemarle County in the
Charlottesville MSA. Additionally, |oans were nade el sewhere in the

del i neated comunity for the foll ow ng purposes:

- Financing has been provided to nunmerous business owners for
expansi on and inventory.

- Financing was provided for the purchase of a |l ocal notel.
Furt hernore, working relationships have been established with many

Government and | ocal private-sector representatives to assist in
i dentifying opportunities to address community devel opnent needs.



Assessment Factor L - Any other factors that, in the regulatory
authority's judgnent, reasonably bear upon the extent to which an
institution is helping to neet the credit needs of its entire
communi ty.

Concl usi on/ Support

Techni cal assistance, volunteer activities, and charitable
contributions further support comunity devel opnent. Bank personne
provi de presentations to |ocal high schools, comunity coll eges, and
civic groups concerning credit and financial issues. Monetary
donations are also regularly provided to various nonprofit

organi zations, schools, and charities.

There appear to be no restrictions on the bank's ability to provide
credit to the conmunity consistent with its human and financia
resources.

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 revi ew was nade of |ending policies, forns, procedures, and 29
accepted and 30 denied | oan applications for consuner and business
credit. A loan officer interview was also perforned to determ ne
compliance with fair housing and fair lending | aws and regul ati ons.
Vi ol ations of the technical aspects of HVDA's Regul ation C were
identified during the exanmination. The review of files conducted
during the exani nation denmonstrated an equal application of credit
standards, and no discrinmnatory credit practices were identified.

Assessment Factor D- Any practices intended to di scourage
applications for types of credit set forth in the institution's CRA
St atenent (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 segnments of the delineated
communi ty including | ow and noderate-inconme nei ghborhoods. A review
of the bank’s HVDA data indicated that 17% of the 1995 and 14% of the
1996 reportable |l oans were nade to mnorities. Although not all HVDA
reportabl e | oans were originated within the bank's comunity, for
compari son purposes, the minority population of the market is

approxi mately 19%

ASCERTAI NVENT COF COVMUNI TY CREDI T NEEDS

Assessment Factor A - Activities conducted by the institution to
ascertain the credit needs of its comunity, including the extent of
the institution's efforts to communicate with menbers of its community
regarding the credit services being provided by the institution.

Concl usi on/ Support
Qutreach efforts continue to be strong and denonstrate a wllingness
by the institution to support |local comunity devel opnent. Directors




and officers maintain significant relationships with regional housing
and econom c devel opnent organi zations, trade associations, and civic
groups. Such rel ationshi ps provi de managenent with val uabl e insight
concerning local credit needs. Furthernore, |ocal political,

busi ness, and community | eaders are frequently contacted to identify
mar ket concerns.



