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GENERAL | NFORIVATI ON

The Community Rei nvestnment Act (CRA) requires each Federal financial supervisory
agency to use its authority when examning 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-incone nei ghborhoods,
consistent with safe and sound operation of the institution. Upon conclusion of
such exam nation, the agency nust prepare a witten evaluation of the
institution's record of neeting the credit needs of its conmunity.

This docunent is an evaluation of the CRA performance of Barbour County Bank
Philippi, Wst Virginia, prepared by The Federal Reserve Bank of Richnond, the
institution's supervisory agency, as of March 16, 1998. The agency rates the
CRA performance of an institution consistent with the provisions set forth in
Appendi x A of 12 CFR Part 228.

I NSTI TUTION'S CRA RATING This institution is rated Needs to | nprove

The bank failed to neet the standards for satisfactory perfornmance concerning
its loan-to-deposit ratio. While a substantial majority of |oans sanpl ed during
t he exani nati on were extended within the assessnment area and included a
reasonabl e portion to | ow and noderate-incone borrowers, the institution's

| evel of lending is |ow and denonstrates an overall |ess-than-satisfactory
performance. The bank’s | oan-to-deposit ratio has remained relatively stable
since the previous exanination and currently averages 20% Wiile a historically
weak | ocal econony danpens | oan denmand, the bank’s | ow | oan-to-deposit ratio
suggests that its lending is not conpetitive in the local community. The
institution's penetration of |ending throughout the nmarket appears reasonabl e
given the institution's size, |location, and denographics of the area.



DESCRI PTI ON OF | NSTI TUTI ON

Bar bour County Bank operates its only office in Philippi, Wst Virginia. As of
Decenber 31, 1997, the bank had assets of $84 mllion, of which 79% were
securities and 18% were | oans. Various deposit and | oan products are avail abl e
through the institution, including |loans for residential nortgage, consuner

busi ness, and agricultural purposes. The conposition of the loan portfolio as
of Decenber 31, 1997, is as follows: 75%real estate secured (consuner and
busi ness), 13% consuner, and 12% conmercial. Based on the nunber of |oans

ext ended during the previous six nonths, consuner unsecured | oans and
residential nortgage | oans were identified as principal credit products offered
by the bank. The institution's previous CRA rating was “Needs to | nprove”.

DESCRI PTI ON OF ASSESSVENT AREA

The institution’s assessnent area enconpasses Barbour County, West Virginia, a
rural conmunity located in the north central portion of the state approximtely
20 m | es southeast of Carksburg, West Virginia. According to the 1990 census,
the county has a popul ati on of 15,699 and contai ns four block nunbering areas
(BNAs). One BNA is considered noderate-incone, and the renmmining three are
consi dered m ddl e-i ncone. There are no | ow or upper-incone geographies within
the assessnent area. The 1997 nedian famly incone for nonnetroplitian areas of
West Virginia is $27, 600.

Once a prosperous coal mning area supporting over 30 mining conpani es, Barbour
County currently has no nore than a few such operations. Wthout the jobs
supplied by the nmining conpanies, unenploynent has renmained high. Current nmjor
enpl oyers include the public school system the United States Postal Service,
the United States Departnment of Agriculture, and Broaddus Hospital. As of
January 1998, the unenploynent rate for Barbour County was 13.7% which renains
significantly higher than the West Virginia State rate of 7.5%

A community contact was nade with a | ocal governnental official to further
assist in evaluating the bank's CRA performance. The contact indicated that the
econony renmi ns depressed due to high unenploynent and the departure residents
fromthe conmunity in search of jobs.

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A:

LOAN- TO- DEPCSI T RATI O

During a four-quarter period endi ng Decenber 1997, the quarterly average | oan-
to-deposit ratio for all banks headquartered in nonnetropolitan areas of Wst
Virginia and of similar asset size to Barbour County Bank ranged from 68%to
73% Additionally, as of Decenber 31, 1997, the average |oan-to-deposit ratio
for banks of simlar asset size headquartered in north central Wst Virginia was
59% However, neither ratio constitutes a sound benchmark for conparative
pur poses, as they both include banks with branches in areas of West Virginia
that are not subject to the high levels of unenploynent found in Barbour County.
The bank’s average | oan-to-deposit ratio for the previous four quarters is 20%
This ratio has declined slightly from 22% si nce the previ ous eval uati on and
appears to have stabilized. During this four-quarter period, |oan growh (6%
out paced deposit growh (<19% reversing a trend of negative |oan growh. The
institution's figure reflects, in part, the weak
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| ocal

| ocati on.

econony. Nonet hel ess,
satisfactory performance given the institution's size,

LENDI NG | N ASSESSMVENT AREA

To deternmine the institution's vol une of
sanpl e of 100 consuner

revi ewed.

Conpari son of Credit

the rati o does not

unsecured | oans and 42 residenti al

The sanple was sel ected from approxi mately 200 consuner
| oans and 46 residenti al

neet the expectations for

fi nanci al

condi ti on, and

I ending within the assessnent area, a
nort gage | oans was
unsecur ed

nort gage | oans extended during the previous six nonths.
The lending distribution is represented in the follow ng table.

Ext ended | nside and Qutsi de of Assessnent Area

| nsi de Cut si de

Assessnent Area Assessnent Area Tot al
Total Nunmber of Loans 114 28 142
Per cent age of Tot al
Loans 80% 20% 100%
Total Ampunt of Loans
(000' s) $1, 325 $438 $1, 763
Per cent age of Tot al
Anmount 75% 25% 100%

As il lustrated above,

a substanti al

LENDI NG TO BORROVNERS OF DI FFERENT | NCOVES

majority of the nunber and dollar anounts of
t he sanpled | oans were provided to residents of the assessnent area.

The following chart illustrates the distribution of the 79 consuner unsecured
| oans extended within the assessnent area by inconme |evel of the borrower.
Seven of these files did not include the applicant’s incone and, therefore, were
not included in the anal ysis.
Distribution of Loans by Incone Level of the Borrower
Consuner Unsecured Loans
Low Moder at e- M ddl e- Upper -
I nconme I nconme I nconme I nconme Tot al
Total Nunber of
Loans 46 16 7 3 72
Per cent age of Tot al
Loans 64% 22% 10% 4% 100%
Total Anopunt of
Loans (000's) $47 $32 $18 $14 $111
Per cent age of Tot al
Loans 42% 29% 16% 13% 100%
Furthernore, a review of the 35 residential nortgage | oans extended within the
assessnent area was conducted to anal yze borrower incone characteristics. Four
of the 35 loan files did not include the applicant’s incone and, therefore, were

not included in this analysis.

of sanpl ed | oans by borrower

The follow ng chart
i ncone | evel.
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Distribution of Loans by | ncone Level

of the Borrower

Resi denti al

Mort gage Loans

Low Moder at e- M ddl e- Upper -

| ncone | ncone | ncone | ncone Tot al
Tot al Nunber of
Loans 2 4 11 14 31
Per cent age of Tot al
Loans 6% 13% 36% 45% 100%
Total Anmpunt of
Loans (000's) $33 $92 $307 $630 $1, 062
Per cent age of Tot al
Loans 3% 9% 29% 59% 100%

As a neans of conparison
assessnent area fanilies according to | ow, noderate-,

| evel s.

m ddl e-,

Percentage of Families in Assessnent Area by | ncone Level

the following chart depicts the distribution of
and upper-incone

Low Moder at e M ddl e- Upper -
| ncone -l ncone I ncone I ncone Tota
Percentage of Families 31% 17% 19% 33% 100%

When conpared to the distribution of area fanilies by incone |evel, the vol une
of consunmer unsecured |oans to | ow and noderate-incone borrowers (86%
substantially exceeds the proportion (48% of such fanilies in the community.
The vol une of residential nortgage | oans extended to noderate-incone famlies
(13% approxi mates the proportion of such famlies (17% in the market.

However, the volune of residential nortgage |oans to | owincone borrowers (6%
is significantly | ower than the percentage of such famlies (31% in the
assessnent area. As noted previously, the area suffers fromhigh | evel s of
unenpl oynent, and a significant portion (25% of the county's residents live
bel ow t he poverty level. The effective demand for residential nortgage | oans by
| owincone fanmilies may, therefore, be linited.

| oan distribution is considered adequate given | ocal econonic
usi ng area

The bank’s overal

conditions and relative to esti mated demand for these | oans,
denographi cs as a proxy.

GECGRAPHI C DI STRI BUTI ON OF LQANS

The review of loan files also included an anal ysis of |ending anbng BNAs within

the assessnent area. As nentioned previously, there are no | ow or upper-incone

areas |located within the market. The followi ng charts depict the geographic
di stribution of the sanpled | oans extended to residents of the assessnent area.



Distribution of Loans in Assessnent Area by Incone Level of the BNA
Consuner Unsecured Loans

Moder at e- | ncone M ddl e- | ncone Tot al
Total Nunber of Loans 21 58 79
Per cent age of Tot al
Loans 27% 73% 100%
Total Anount of Loans
(000" s) $19 $102 $121
Per cent age of Tot al
Loans 15% 85% 100%

Resi denti al Mbrtgage Loans

Moder at e- | ncone M ddl e- | ncone Tot al

Total Nunber of Loans
4 31 35

Per cent age of Tot al
Loans 11% 89% 100%
Total Anount of Loans
(000" s) $125 $1, 079 $1, 204
Per cent age of Tot al
Loans 10% 90% 100%

In the bank's assessnment area, 23% of the population resides in the noderate-

i ncone BNA, and 77% resides in niddle-incone BNAs.

The percentage of consuner

| oans extended in the noderate-incone BNA (27% conpares favorably to the

percent age of the popul ation (23%

vol une of residential

residing in the noderate-incone BNA
nort gage | oans extended in the noderate-i ncone BNA (11%

The

is somewhat | ower than the percentage (23% of the population residing in the

geography. However, the bank's overal

geographi ¢ distribution of

adequat e given the bank's resources and area denographi cs.

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

| oans appears

No credit practices inconsistent with the substantive provisions of fair housing

and fair lending laws and regul ati ons were identifi ed.

Techni cal

vi ol ati ons of

the Equal Credit Opportunity Act's Regulation B were noted. Adequate poli cies,

procedures, and training prograns have been devel oped to support

nondi scrimnation in lending activities.




