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NOTE

Thi s docunent is an evaluation of this institution’s record of
meeting the credit needs of its entire community, including |ow
and noderate-i nconme nei ghbor hoods, consistent with safe and
sound operation of the institution. This evaluation is not, nor
should it be construed as, an assessnent of the financi al
condition of this institution. The rating assigned to this
institution does not represent an anal ysis, conclusion or

opi nion of the Federal financial supervisory agency concerning
the safety and soundness of this financial institution.
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COVMUNI TY REI NVESTMENT ACT PERFORMANCE EVALUATI ON

I NSTI TUTION'S CRA RATING This institution is rated Satisfactory.

The major factors supporting this rating include:

The bank's | oan-to-deposit ratio is considered reasonable in relation to
demand for credit in the assessment area.

A substantial majority of the institution's |oans were originated within the
bank' s assessnent area.

Lending to borrowers of different incone levels and to busi nesses of different
sizes is considered reasonabl e gi ven area denographi cs and aggregate data.

The geographic distribution of Iending is considered reasonabl e using various
proxi es for demand.

The bank has not received any complaints regarding its CRA performance since
the previous eval uation.

DESCRI PTI ON OF | NSTI TUTI ON

James Monroe Bank is headquartered in Arlington, Virginia, and operates three branch
of fices in Annandal e, Fairfax and Leesburg, Virginia, as well as a stand-al one drive
through facility located in Leesburg. The three branches and drive-through facility
wer e opened since the previous evaluation. Janes Mnroe Bank is a wholly-owned
subsi di ary of James Monroe Bancorp, a single bank holding conpany. The bank is
primarily a commercial |ender although various consuner credit products are avail able
i ncluding residential nortgage, honme inprovenent, and honme equity |oans. As of March
31, 2003, the bank reported assets of $241.5 mllion, of which 54.7% were | oans. The
overall conposition of the loan portfolio, as of March 31, 2003, was conprised of 66%
commercial real estate and farm 17.8% conmercial, 13.4%one- to four-famly rea
estate secured, and 2.8% consuner. Based on the nunber and dollar amount of | oans
extended by the bank within the previous 12 nmonths, comercial |oans were identified as
the primary credit product offered by the bank. The bank does, however, routinely
extend a variety of consuner |loans. The institution's previous CRA rating was
Satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA

The bank’s assessnent area includes Arlington, Fairfax, and Loudoun Counties, as wel

as the Cities of Alexandria, Fairfax, and Falls Church, Virginia. The nmarket is

i ncluded within the Washington, D. C. Metropolitan Statistical Area (MSA) and contains
309 census tracts. O these tracts, one is lowinconme, 28 are noderate-income, 129 are
m ddl e-i ncone, and 108 are upper-income. Forty-three census tracts have no nedi an
famly income and are unpopul ated, however, according to Dun and Bradstreet (D&B)

busi ness data, 115 businesses are located within these tracts. For analytica

purposes, tracts that reported a median famly income of zero are considered | owincone
tracts.

According to the 1990 census data, the assessnent area had a popul ation of 1,216,032
and a nmedi an housing val ue of $228,842. The owner-occupancy rate for the market is
59.1% which approxi mates both the state (60.9% and MSA (57.3% rates. The 2002
median famly income for the Washington, D. C. MSA is $91,500. In the assessnent area,
2.6% of families are considered bel ow the poverty level, which is considerably | ower
than both the MSA (4.4% and the state (7.7% poverty rates.
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The foll owing table provides denographics for the assessnent area by the incone |evel
of families and the percentage of the popul ati on, owner-occupi ed housing units, and
busi nesses in census tracts of varying inconme levels. Poverty rates are also provided.

Assessnent Area Denpgraphics

Low Moder ate- | M ddl e- Upper -
I ncome I ncome I ncome I ncone Tot al
Per cent age of Area
11. 7% 14. 8% 24. 1% 49. 4% 100%

Fam |ies by |Inconme Level

Per cent age of Popul ation
Residing in Geographies by . 2% 11. 4% 48.5% 39.9% 100%
I nconme Level of Geography

Per cent age of Owner-
Gccupi ed Housing Units by 0% 6% 47.5% 46. 5% 100%
I ncone Level of Geography

Per cent age of Busi nesses
i n Geographies by Incone . 2% 7.6% 48% 44. 2% 100%
Level of Geography

Percentage of Families
Bel ow Poverty Rate by 6. 7% 8.1% 2. 9% 1.1% N A
I nconme Level of Geography

More than 40% of jobs in the Northern Virginia area are in the service sector

i ndustries. Large conpanies such as United Air Lines, Atlantic Coast Airlines,

Wor 1 dCom and Orbital Sciences Corporation enploy as nany as 10,000 to 15,000 of the
residents within the assessnment area. Many of the area residents comrute to

Washi ngton, D. C. for enploynent with various federal government agencies. The April
2003 unempl oyment rates of the assessment area are |listed below The unenpl oynent rate
for the Commpnwealth of Virginiais 3.7%

County/City Unenpl oynent Rate

Arlington 2. 1%
Fai rf ax 2. 4%
Loudoun 2.9%
Al exandri a 2.5%
Fai rf ax 1.9%
Fal | s Church 2.6%

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A:

LOAN- TO- DEPOSI T RATI O

The bank's | oan-to-deposit ratio, as of March 31, 2003, was 59.2% and averaged 65.3%
for the 16-quarter period ending March 31, 2003. The quarterly average | oan-to-deposit
ratio for all banks headquartered in nmetropolitan areas of Virginia and of sinmilar
asset size to Janes Monroe Bank ranged from 73.5%to 79.2% for the same 16-quarter
period. From June 30, 1999, to March 31, 2003, bank assets, |oans, and deposits have

i ncreased by 526.6% 483.5% and 602.4% respectively. The high growth rate can be
attributed to the opening of the three additional branches since the previous
evaluation. Gven the institution's size, branch locations, and financial capacity,
the bank’s | oan-to-deposit ratio is considered reasonable.



LENDI NG | N ASSESSMENT AREA

To determine the institution's volune of Ilending within its assessnent area, a sanple
of 122 commercial loans and all (72) consumer |oans extended during the previous year
were reviewed. The sanple was selected from approximately 310 conmerci al | oans nmade
during the previous 12-nonths. The lending distribution is represented in the
foll owi ng table.

Conparison of Credit Extended Inside and Qutside of Assessment Area

I nsi de Qut si de
Assessnent Area | Assessnent Area Tot a
Total Nunber of Loans 158 36 194
Percentage of Total Loans 81l. 4% 18. 6% 100%
Total Ampunt of Loans (000's) $44, 476 $9, 633 $54, 109
Percent age of Total Anount 82. 2% 17.8% 100%
As illustrated above, a substantial mpjority of the nunber (81.49% and total dollar

anounts (82.2% of the | oans were provided to residents and busi nesses of the
assessnment area. This level of lending is considered highly responsive to comunity
credit needs.

BORROVWER AND GEOGRAPHI C DI STRI BUTI ON

the 106 commercial |oans and 52 consuner
area were analyzed. Area denographics,

To eval uate the bank's | ending penetration,
| oans extended within the bank's assessnent
aggregate data, and Dun and Bradstreet (D&B) business data were used as proxies for
demand. Aggregate small business | ending data includes all reporting institutions
that originated such loans within the bank's assessnment area during 2001, as
required by the CRA. Janmes Monroe Bank is not subject to CRA reporting require-
ments; consequently, the bank's small business |lending activity is not included
within the aggregate information. As previously nentioned, the bank's prinmary focus
is comrercial lending. Therefore, greater weight was placed on the bank’s snal

busi ness | endi ng perfornmance.

LENDI NG TO BORROVNERS OF DI FFERENT | NCOVES AND TO BUSI NESSES OF DI FFERENT SI ZES

The tables that follow present data about the bank's |ending to businesses of
different sizes and to borrowers of different income |evels. Discussion of the
bank's performance foll ows each table.

Di stribution of Loans by Size of Business

Revenues < $ 1 Revenues > $ 1
M11lion MI1Ilion Tot al
Total Nunmber of Loans 65 33 98
Percentage of Total Loans 66. 3% 33. 7% 100%
Total Ampunt of Loans (000's) $13, 011 $8, 434 $21, 445
Percent age of Total Amount 60. 7% 39. 3% 100%

According to D& busi ness data, 90.2% of al

busi ness within the assessnent area

that reported revenue data have annual revenues of $1 million or less. According
the 2001 aggregate snmmll business data, at |east 40.9%of all small business | oans
reported within the market area were to businesses with revenues of $1 mllion or

| ess. The renmaining portion of businesses either had revenues exceeding $1 nillion
or had revenues that were not reported. As depicted above, 66.3% of the | oans were
to entities with revenues of $1 million or less. The bank's level of small business
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I ending i s considered reasonabl e.

Di stribution of Consuner

Loans by Incone Level

of Borrower

Low Moderate- | M ddl e- Upper -

I ncome I ncome I ncome I ncome Tot al
Total Nunber of Loans 14 16 10 12 52
Percentage of Total Loans 26. 9% 30. 8% 19. 2% 23. 1% 100%
Total Anmount of Loans (000's) $133 $298 $132 $1, 744 $2, 307
Percent age of Total Amount 5.8% 12. 9% 5.7% 75. 6% 100%

O the consuner

wer e extended to noderate-inconme borrowers.

famlies |located within the assessnent area (11.7% | ow i ncome and 14. 8% noder at e-

income), this |evel of
Overall, the bank's | evel of
of different

denogr aphi cs, D&B i nformation,

GEOGRAPHI C DI STRI BUTI ON OF LOANS

The geographic distribution of

foll owed by a discussion of the bank's perfornmance.

Di stribution of Commerci al

I ending is considered excellent.

Loans in Assessnent Area by Incone Level

| oans revi ewed, 26.9% were extended to | owincome borrowers and 30. 8%
When conpared to the percentage of such

I ending to businesses of different sizes and to borrowers
income |levels is considered reasonabl e when conpared with area
and 2001 aggregate data.

loans is reflected in the followi ng tables and each is

of CGeography

Low- Moder ate- | M ddl e- Upper -

I nconme I nconme I ncome I nconme Tot al
Total Number of Loans 0 13 48 45 106
Per cent age of Total Loans 0% 12. 3% 45. 3% 42. 4% 100%
Total Ampbunt of Loans (000's) $0 $3, 407 $23, 135 $15, 628 $42, 170
Percentage of Total Anpunt 0% 8.1% 54. 9% 37% 100%

VWil e none of the sanpled comercial |oans were extended within | owinconme tracts, only
. 2% of area businesses are located in lowincone tracts and only .1% of aggregate snall
busi ness | oans were extended in such tracts. The bank’s comercial lending in

noder at e-i ncone tracts (12.3% exceeds both the percentage of businesses in noderate-
income tracts (7.6% and the 2001 aggregate lending in such tracts (7.6%. Overall,
the level of commercial lending in |ow and noderate-income tracts is reasonable.

Di stribution of Consuner

Loans in Assessnent Area by Incone Level

of Geogr aphy

Low Moder ate- | M ddl e- | Upper -
I nconme I nconme I ncome I ncome Tot al
Total Nunber of Loans 0 6 23 23 52
Per cent age of Total Loans 0% 11. 6% 44, 2% 44. 2% 100%
Total Ampbunt of Loans (000's) $0 $358 $292 $1, 657 $2, 307
Per centage of Total Anpunt 0% 15. 5% 12. 7% 71. 8% 100%
O the consuner | oans extended within the bank's assessnent area, none were extended

within lowinconme tracts and 11. 6% were extended within npderate-incone tracts.
denogr aphi cs indicate that

11. 4% reside in npderate-incone tracts.
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Ar ea
only .2% of the population resides in |owincone tracts and
Gven the limted | ending opportunities in



| owi ncome areas, the overall |evel of consunmer lending in |ow and noderate-incone
areas is reasonable. The bank's level of |ending in geographies of varying incone
| evel s is considered reasonabl e when conpared with vari ous proxies for demand.

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 |aws and regul ations were identified. Adequate policies, procedures,
and training prograns have been devel oped to support nondi scrimnation in | ending
activities.



