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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 institution's record of neeting the credit needs of its
entire comunity, including | ow and noderate-incone 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 institution's record of nmeeting the
credit needs of its conmunity.

This docunent is an evaluation of the CRA performance of Peninsula Trust Bank

I ncorporated, G oucester, Virginia, prepared by The Federal Reserve Bank of Ri chnond,
the institution's supervisory agency, as of Decenber 15, 1997. 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 appears reasonable given its financial capacity and
demand for credit in the area. A mpjority of |oans sanpled during the exam nation
were provided to residents of the assessnent area, and a significant portion were to
| ow- and noderate-income borrowers. The geographic distribution of loans within the
assessnment area appears reasonable given the |ocal denographic composition and branch
| ocati ons.



DESCRI PTI ON OF | NSTI TUTI ON

Peni nsul a Trust Bank, |ncorporated, operates five full-service offices in the eastern
portion of Virginia. These branches are located in the City of Wllianmsburg (1), the
City of Newport News (1), Charles City County (1), and d oucester County (2). As of
Sept enber 30, 1997, the bank had $154 million in assets, of which 65% were | oans.

Vari ous deposit and | oan products are avail abl e through the institution including

| oans for residential nortgage, consunmer, and business purposes. The |loan portfolio
as of September 30, 1997, was conprised of 65%real estate secured (consumer and

busi ness), 12% commerci al /agricul tural, and 23% consuner credit. Based on the nunber
of | oans extended during the previous six months, consuner |oans secured by notor
vehicles were identified as the principal credit product offered by the bank. The
institution's previous CRA rating was satisfactory.

DESCRI PTI ON OF ASSESSMENT AREAS

The institution has delineated two assessnment areas. The first assessnent area
enconmpasses Charles City County, Virginia. According to the 1990 census data, Charles
City County has a population of 6,282 and is part of the Ri chnond- Petersburg
Metropolitan Statistical Area (MSA). Three census tracts conprise Charles City
County, of which one is designated noderate-income, and two are m ddl e-i ncone. There
are no |l ow or upper-income census tracts located within the county. The denographic
composition of Charles City County by famly income level is as follows: 30% ]| ow

i ncone, 21% noderate-incone, 25% m ddl e-i ncone, and 24% upper-income. Thirty-two
percent of the popul ation resides in noderate-incone census tracts with 68% residing
in mddle-income tracts. The 1997 nmedian fanily income for the Richnond- Petersburg
MSA i s $50, 500.

The second assessment area is considerably |arger and contains d oucester, Mathews,
and James City Counties, as well as the Cities of WIIliansburg and Newport News. This
area is part of the Norfol k-Virginia Beach- Newport News MSA and has a popul ati on of
254,913 residents. Fifty-four census tracts or block nunbering areas (BNAs) are
included in this assessnent area of which 12 are |owincone, ten are noderate-incone,
24 are mddle-incone, and eight are upper-income. Five of the 12 |owinconme tracts
are unpopul ated. The 1997 median family incone for the Norfolk MSA is $43, 600.

The followi ng table provides denpographics for this assessnent area by the incone |evel
of famlies and the percentage of local residents living in tracts/BNAs of varying
i ncomes.

Moder at e- M ddl e- Upper -
Low | ncome I nconme I nconme I nconme Tot al
Percentage of Area Fanilies
by I ncome Level 20% 19% 24% 37% 100%
Per cent age of Popul ation
Residing in Census
Tracts/BNAs by I nconme Level 6% 19% 57% 18% 100%




The econoni es of both assessnent areas are well diversified with Federal and State
Government, retail/whol esale trade, telecomunications, |ight and heavy manufacturing,
and tourism providing |ocal enploynment opportunities. Although |eading |ocal enploy-
ers such as the nmilitary and shipbuilding industries have experienced downsi zing in
recent years, the area econonmy remains stable. As of October 1997 the unenpl oyment
rates for the counties and cities within the assessnent areas ranged from 2.3%in
James City County to 4.7%in the City of Newport News. The jobless rate for the
Commonweal th for this sane period was 3.5%

A community contact was made recently with a representative froma |ocal economc
devel opment organi zation to further assist in evaluating the bank's CRA performance.
The contact indicated that additional comrercial credit progranms to pronote |oca
busi ness expansi on woul d benefit the comrunity.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

During a six-quarter period ending Septenber 1997, the quarterly average | oan-to-
deposit ratio for banks headquartered in netropolitan areas of Virginia and of sinilar
asset size to Peninsula Trust Bank, |ncorporated, ranged from72%to 75% The bank's
average | oan-to-deposit ratio for the previous six quarters is 75% The bank's |eve
of lending is considered responsive to area | oan demand and neets standards for
satisfactory performance.

LENDI NG | N ASSESSMENT AREA
To determine the volume of lending within the institution's assessnent areas, a sanple
of 149 of the 650 notor vehicle | oans extended during the previous six nonths was

reviewed. The lending distribution is represented by the foll ow ng table.

Comparison of Credit Extended Inside and Qutside of Assessnent Area

I nsi de Assessment Qut si de Assessnent
Ar ea Ar ea Tot al

Total Number of Loans 118 31 149

Percent age of Total Loans 79% 21% 100%

Total Anopunt of Loans

(000's) $894 $266 $1, 160

Percent age of Total Anount 77% 23% 100%
As illustrated above, a majority of the nunber and dollar anpunts of the sanpled |oans
have been provided to borrowers residing within the assessment areas. |In addition,

bank records indicate that 1,472 (73% of the 2,010 total |oans extended in 1996 were
to residents of the assessnent areas. The records further indicate that a mgjority of
the dollar volunme (68% of the 1996 | oans were extended within the two market 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
originated within the assessment areas by inconme |evel

provi ded separately for each of the bank's assessment

Distribution of Loans by Incone Level

of Borrower

| oans secured by notor vehicles
of the borrower.
ar eas.

The data are

Charles City County

Moder at e- M ddl e- Upper -

Low | ncome | ncone | ncone | ncone Tot al
Total Nunmber of Loans 24 10 3 1 38
Percent age of Tot al
Loans 63% 26% 8% 3% 100%
Total Ampunt of Loans
(000' S) $80 $54 $19 $21 $174
Percent age of Tot al
Loans 46% 31% 11% 12% 100%

The vol une of

exceeds the proportion of such fanmlies (51%

assessnent area.

Distribution of Loans by Incone Level

of Borrower - WIliansburg,

l ending to | ow and nmoderate-incone residents (89% substantially
residing within the Charles City County

Newport News,

G oucester County,

Janmes City County, Matthews County

Moder at e- M ddl e- Upper -

Low | ncome I ncone | ncone | ncone Tot al
Total Nunmber of Loans 41 21 11 7 80
Percent age of Tot al
Loans 51% 26% 14% 9% 100%
Total Ampunt of Loans
(000' s) $278 $259 $106 $77 $720
Percent age of Tot al
Loans 38% 36% 15% 11% 100%

The percent age of
thi s assessment
within the community.

provided to | ow and noderate-income borrowers.

satisfactory performance standards.
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Distribution of Loans in Assessnent Area by Incone Level of Census Tract -
Charles City County

Moder at e- | ncone M ddl e- | ncone Tot al
Total Nunmber of Loans 13 25 38
Percent age of Tot al
Loans 34% 66% 100%
Total Ampunt of Loans
(000' s) $44 $130 $174
Percent age of Tot al
Loans 26% 74% 100%

As previously stated, the Charles City County assessment area contains no | ow or
upper-incone census tracts. The volume of lending in noderate-incone tracts (34%
cl osely corresponds to the proportion of residents (329% living in those tracts.

Distribution of Loans in Assessnent Area by Incone Level of Census Tract/BNA -
W liamsburg, Newport News, G oucester County, Janes City County, Mathews County

Moder at e- M ddl e- Upper -

Low | ncome | ncone | ncone | ncone Tot al
Total Nunmber of Loans 0 4 71 5 80
Percent age of Tot al
Loans 0% 5% 89% 6% 100%
Total Ampunt of Loans
(000' s) $0 $23 $580 $117 $720
Percent age of Tot al
Loans 0% 3% 81% 16% 100%

The percentage of sanpled | oans provided within | ow and noderate-incone geographies
(5% in this assessnent area is | ess than the percentage of the population (25%
living in those areas. Wth the exception of one census tract, all of the popul ated

| ow- and noderate-income tracts within the Norfol k-Virginia Beach- Newport News MSA
assessnment area are located within the City of Newport News. As shown on the map in

t he Appendi x, the bank's Newport News branch is not in close proxinity to these | ow
and noderate-inconme tracts. The Newport News financial services market is highly
competitive. There are approximately 60 financial institution branches in the City of
Newport News including various credit unions. O the population residing in nmoderate-
i ncone geographies, 57%is near Fort Eustis, a military installation with a |arge
credit union. Further, a high poverty rate (34%of fanmlies) in the | ow and noderate
tracts in the southeast part of the city suggest effective |oan demand may be low. In
the entire assessment area, 10% of families are below the poverty I|evel.

G ven the economic factors within the assessnment area coupled with the bank's branch
of fice |l ocations, the geographic distribution of |oans appears reasonabl e.






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

No credit practices inconsistent with the substantive portions of the fair housing and
fair lending | aws and regul ations were identified. Adequate policies, procedures, and
training prograns have been devel oped to support nondiscrinmination in | ending and
credit activities.



