PUBLI C DI SCLOSURE

Sept enber 8, 1997

COMMUNI TY REI NVESTMENT ACT PERFORMANCE EVALUATI ON

Horizon Bank of Virginia
05510942
8414 Lee Hi ghway

Fairfax, Virginia 22031-1508

Feder al Reserve Bank of Ri chnpond
P. O Box 27622
Ri chnond, Virginia 23261

NOTE:
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does not represent an anal ysis, conclusion or opinion of
the federal financial supervisory agency concerning the
safety and soundness of this financial institution.




GENERAL | NFORMATI ON

The Community Rei nvestnment 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 community, including | ow and noderate-income nei ghborhoods, consistent with
safe and sound operation of the institution. Upon conclusion of such exami nation, the
agency nmust 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 The Horizon Bank of Virginia,
Merrifield, Virginia, prepared by The Federal Reserve Bank of Richnond, the insti-
tution's supervisory agency, as of September 8, 1997. The agency rates the CRA
performance of an institution consistent with the provisions set forth in Appendix A
of 12 CFR Part 228.

INSTITUTION' S CRA RATING This institution is rated Satisfactory.

The bank's | oan-to-deposit ratio is considered reasonable given its financial
capacity, location, and demand for credit in the area. A mpjority of |oans sanpled
during the exanmination were extended to borrowers or businesses within the assessnent
area. The banks percentage of | oans provided to businesses with gross revenues of $1
mllion or |ess demonstrates its responsiveness to snmall business credit needs.
However, the institution's lending to nortgage borrowers of different inconme |evels
does not meet the standards for satisfactory performance due to linmited | ending
activity to I ow and noderate-income individuals. The |oans sanpled during the

exam nation showed a reasonable distribution within | ow and noderate-income census
tracts.



DESCRI PTI ON OF | NSTI TUTI ON

The Horizon Bank of Virginia operates three offices in centra
the main office located in Merrifield, Virginia.
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DESCRI PTI ON OF ASSESSMENT AREA

The bank's assessnment area is conprised of the City of Fairfax and all of Fairfax
County, Virginia. This area is included within the Virginia portion of the
Washington, D. C. Metropolitan Statistical Area (MSA) and contains 203 census tracts.
One hundred and seventy-two of the 203 census tracts are popul ated, and of these, one
is lowincome, 12 are noderate-incone, 75 are niddle-income, and 84 are upper-incone.
The lowinconme tract and a majority of the noderate-inconme tracts are located in the
eastern region of the county. Fort Belvoir conprises a large portion of this area.
Due to the distance fromthis part of the county to bank offices, as well as
competition fromnearby credit unions, opportunities to service this area are limted.
According to the 1990 census, the population within the market area is 838, 206.

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

fam lies and the percentage of local residents living in census tracts of varying
incones. As illustrated by the chart below, a majority of famlies within the nmarket
(779 are m ddl e- and upper-income, and 92% of the population resides in mddle- and
upper-incone census tracts

Moder at e- M ddl e- Upper -

Low | ncome I ncone I ncone I ncone Tot al
Percent age of Area
Fam lies by Incone Level 10% 13% 24% 53% 100%
Per cent age of Popul ation
Residing in Census Tracts
by I nconme Level <1% 7% 43% 49% 100%

The | ocal econony is diverse and includes a m x of wholesale/retail, service, and

t echnol ogy- based i ndustri es.
Government, tourism and the mlitary for enployment opportunities.
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respectively.

rates for
The current jobless
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A community contact was recently made with a representative froma |ocal housing
organi zation to further assist in evaluating the bank's CRA performance. The contact

i ndi cated that additional financing options for the devel opment of nultifamnmi |y housing
woul d benefit the comunity.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

During a six-quarter period ending March 1997, the average | oan-to-deposit ratio for
banks headquartered in netropolitan areas of Virginia and of simlar asset size to
Hori zon Bank ranges from 71%to 75% Horizon Bank's average | oan-to-deposit ratio for
the previous six quarters is 72% The bank’s level of lending is responsive to area

| oan demand and is considered reasonable given the institution's size, |ocation,
financial capacity, and current economnic conditions.

LENDI NG | N ASSESSMENT AREA

A review of all 65 of the business |oans made during the previous 12 nonths and 50 of
the 59 originated nortgage | oans reported under the Home Mrtgage Disclosure Act for
1996 was conducted to deternmi ne the volunme of lending within the bank's assessment

area. The lending distribution is represented in the follow ng table.

Conparison of Credit Extended Inside and Qutside of Assessnent Area

Total Loans

I nsi de Assessment Qut si de Assessnent

Ar ea Ar ea Tot al
Total Number of Loans 88 27 115
Percent age of Total Loans 77% 23% 100%
Total Anopunt of
Loans (000's) $14, 149 $6, 821 $20, 970
Percent age of Total Anount 67% 33% 100%

As illustrated above, a majority of the nunber and dollar anpunts of the sanpled |oans

were extended to borrowers and busi nesses of the assessnment area.

LENDI NG TO BORROVWERS OF DI FFERENT | NCOVES AND TO BUSI NESSES OF DI FFERENT Sl ZES

The following charts illustrate the distribution of the sanpled business and nortgage

| oans provided within the assessment area to borrowers of different

busi nesses of different sizes.

i ncones and to




Distribution of Loans by Size of Business

Revenues < $1 Revenues > $1
MIlion MI1lion Tot al
Total Number of Loans 31 21 52
Percent age of Total Loans 60% 40% 100%
Total Anount of
Loans (000's) $1, 959 $2, 715 $4,674
Percent age of Total Anount 42% 58% 100%

The percentage of the nunber (60% of |oans provided to businesses with gross revenues
of $1 million or |ess denonstrates the bank's responsiveness to small business credit
needs.

Distribution of Loans by Incone Level of Borrower

Mort gage (HVDA) lLoans

Moder at e- M ddl e- Upper -

Low | ncome I ncone | ncone I ncone Tot al
Total Nunmber of Loans 0 2 5 28 35
Per cent age of
Total Loans 0% 6% 14% 80% 100%
Total Ampunt of
Loans (000's) $0 $270 $1, 084 $7, 601 $8, 955
Per cent age of
Total Loans 0% 3% 12% 85% 100%

The percentage of nortgage | oans extended to | ow and noderate-income borrowers (6%
is lower than the proportion of |low and nmoderate-incone fanmlies (23% within the
assessnment area. Furthernmore, 14% of the nortgage | oans were extended to m ddl e-

i ncome borrowers while 24% of the assessnent area fanilies are mddle-incone.

The distribution of the nortgage | oans by borrower incone |level indicates that a
majority of the number and dollar ambunt were extended to upper-inconme individuals
(80% with an average | oan ampunt of $252,000. While a sinmilar nunber of nortgage and
commerci al | oans were extended during the sanple period, the dollar amount of nortgage
| oans ($12.6 million) is significantly higher than the commercial |oan volunme ($8.4
mllion). Furthernmore, consistent with the bank’s recent focus on nortgage | ending,
the volume of such | ending has grown substantially since 1995. Therefore, the banks
vol ume of nortgage lending to | ow and noderate-inconme borrowers is not reflective of
| ocal denographics and is considered unreasonably | ow.



GEOGRAPHI C DI STRI BUTI ON OF LOANS

The review of loan files also included an anal ysis of
within the institution's assessnment area.
di stribution of sanpled | oans according to incone |evel

Distribution of Loans in Assessnent Area by |ncone Level

| endi ng anpbng census tracts
The followi ng charts depict the geographic
of the census tract.

of Census Tract

Busi ness Loans

Moder at e- M ddl e- Upper -
Low | ncome | ncone | ncone I ncone Tot al
Total Nunmber of Loans 0 3 26 23 52
Per cent age of
Total Loans 0% 6% 50% 44% 100%
Total Ampunt of
Loans (000's) 0 $258 $2, 417 $1, 999 $4,674
Per cent age of
Total Loans 0% 6% 52% 42% 100%
Mort gage (HVDA) Loans
Moder at e- M ddl e- Upper -
Low | ncome | ncone I ncone | ncone Tot al
Total Nunmber of Loans 0 1 4 31 36
Per cent age of
Total Loans 0% 3% 11% 86% 100%
Total Ampunt of
Loans (000's) 0 $61 $830 $8, 584 $9, 475
Per cent age of
Total Loans 0% 1% 9% 90% 100%

Al t hough none of the sanpled | oans was extended within [ owincone census tracts,

one of the 172 populated tracts in the assessnent area is considered | owincone.

Furthernore, | ess than 1% of the popul ati on of the assessment
tract, which is |ocated a substanti al
percent and 3% respectively,
to residents of noderate-inconme areas.
included within the assessnent area,

census tracts.

The geographic distribution of

t he bank's busi ness strategy and area denographi cs.

area resides in this
di stance fromthe bank’s nearest branch.
of the sanpl ed busi ness and nort gage | oans were provi ded
Twel ve npderate-incone census tracts are
and 7% of the market popul ation resides in these
I ending is considered reasonable given

Si x

only



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 ations were identified. Adequate policies, procedures,
and training progranms have been devel oped to support nondi scrim nation in |ending
activities.



