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 examnination, 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 The Peopl es Bank of Mill ens,
Mul | ens, West Virginia, prepared by The Federal Reserve Bank of Richrmond, the
institution's supervisory agency, as of February 9, 1998. 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 Satisfactory.

The bank's | oan-to-deposit ratio nmeets standards for satisfactory perfornmance, given
its financial capacity and demand for credit in the assessment area. A substanti al
majority of |oans sanpled during the exam nation were extended to borrowers residing
within the assessnent area, and a reasonable portion of these | oans were provided to
| ow- and noderate-income borrowers. The assessnent area consists solely of niddle-

i ncone Bl ock Numbering Areas (BNAs); therefore, the distribution of |ending by income
| evel of geographies was not considered in this eval uation.



DESCRI PTI ON OF | NSTI TUTI ON

The Peopl es Bank of Millens operates two branches located in Wom ng County, West
Virginia. As of Decenber 31, 1997, the bank had total assets of approximtely $101
mllion, of which 29% were | oans. Various deposit and | oan products are avail abl e

t hrough the institution, including |oans for residential nortgage, consuner, and

busi ness purposes. The conposition of the loan portfolio, as of Decenber 31, 1997, is
as follows: 57%real estate secured (consuner and business), 31% consuner, and 12%
commercial. Based on the nunmber of |oans extended during the previous six nonths,
consumer unsecured and residential nortgage | oans were identified as the banis
principal credit products. The institution's previous CRA rating was satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA

The institution's assessnent area includes all of Won ng County. According to the
1990 census, the assessnent area has a popul ation of 28,990. This narket area
contains five nmiddle-income BNAs, all of which are populated. The 1997 median-fanily
i ncone for nonnetropolitan areas of West Virginia is $27, 600.

The follow ng table provides assessnment area denographics by the income |evel of
fam | ies.

Low- Moder ate- | M ddl e- Upper -
I ncone I ncone I ncone Tot al
I ncone
Percent age of Area
Fami lies by Incone Level 26% 17% 18% 39% 100%

The | ocal econony is anong the weakest in the state and has historically experienced
hi gh unenpl oyment rates. Woning County is a rural area with a nountai nous topography
which severely linmts industrial devel opnent. Enploynent opportunities are primarily
provided by coal mning or related industries. Automation in coal nmining, however,
has resulted in a significant reduction in enploynment opportunities for the |oca

area. O her sources of enmployment are |ocal government, education, transportation,
and public utilities. Many residents commute to nearby Beckley, West Virginia, for
addi tional job opportunities. As of Decenber 1997, the unenploynent rate for Woni ng
County was 7.7% The jobless rate for the State of West Virginia was 6.5%

A community contact was made with representatives fromthe |ocal government. The
contacts indicated that enpl oyment opportunities are deteriorating primarily as a
result of automation within the coal mning industry. Although demand for banking
services has been linmted due to the depressed nature of the area, the contacts stated
that local financial institutions actively participate in avail able devel opnent
projects and are adequately neeting the credit needs of the comunity.

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 six quarters is 35% This
i ndicates a slight increase fromthe five-quarter ratio noted at the previous
eval uation (33% and is considered reasonable given the institution's financia



capacity, size, and current |ocal econonmc conditions. During a six-quarter period
endi ng December 1997, the quarterly average |oan-to-deposit ratio for banks
headquartered in nonmetropolitan areas of West Virginia, and of similar asset size to
The Peopl es Bank of Millens ranged from 74%to 81% However, a nore detail ed

compari son reveals that for simlarly-sized banks in nearby areas where demand for
credit is presumably conparabl e, the average | oan-to-deposit ratio is 53%

LENDI NG I N ASSESSMENT AREA

Comparison of Credit Extended Inside and Qutside of Assessnent Area

To determine the volume of lending within the institution's assessnent area, a sanple
of 139 of 442 consumer unsecured | oans and 46 of 60 residential nortgage | oans

ext ended during the previous six nonths was reviewed. The lending distribution is
represented by the follow ng table.

I nsi de Assessnent Qut si de Assessnent

Ar ea Ar ea Tot al
Total Number of Loans 161 24 185
Percent age of Total Loans 87% 13% 100%
Total Anmpunt of Loans $1, 436 $291 $1, 727
(000's)
Percent age of Total Anount 83% 17% 100%

As illustrated above, a substantial najority of the number and dollar amunts of the

sanpl ed | oans have been provided to borrowers residing within the assessnent area.

LENDI NG TO BORROVWERS OF DI FFERENT | NCOVES

The following charts illustrate the distribution of consumer unsecured and residenti al
nortgage | oans originated within the assessnment area by income | evel of the borrower.

Distribution of Loans by Incone Level of Borrower

Consuner Unsecured Loans

Moder at e- M ddl e- Upper -

Low | ncome | ncone | ncone | ncone Tot al
Total Nunmber of Loans 22 35 33 30 120
Percent age of Tot al
Loans 18% 29% 28% 25% 100%
Total Ampunt of Loans $41 $62 $72 $100 $275
(000' s)
Percent age of Tot al
Loans 15% 23% 26% 36% 100%




Resi denti al

Mort gage Loans

Moder at e- M ddl e- Upper -

Low | ncome | ncone I ncone | ncone Tot al
Total Nunmber of Loans 5 5 10 21 41
Percent age of Tota
Loans 12% 12% 25% 51% 100%
Total Ampunt of Loans $78 $109 $190 $785 $1, 162
(000' s)
Percent age of Tota
Loans 7% 9% 16% 68% 100%
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COVPLI ANCE W TH ANTI DI SCRI M NATI ON LAWS AND REGULATI ONS
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