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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 comunity, including | ow and noderate-inconme 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 The First Bank of Stuart,
Stuart, Virginia, prepared by The Federal Reserve Bank of Richnond, the institution's
supervi sory agency, as of March 2, 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 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. Furthernore, the institution's

I ending to | ow and nmoderate-incone borrowers significantly exceeds the proportion of
such famlies residing in the assessment area, and the bank is responsive to the
credit needs of small businesses. All of the census tracts within the assessment area
are mddl e-inconme. Therefore, the distribution of |ending by incone |evel of

geogr aphi es was not considered in evaluating the institution's CRA performance.



DESCRI PTI ON OF | NSTI TUTI ON

The First Bank of Stuart operates six branches throughout Patrick County, Virginia,
and is the only financial institution headquartered in the county. As of Decenber 31,
1997, the bank had total assets of $155 million, of which $57 million (37% were

| oans. Various deposit and | oan products are available through the institution

i ncluding residential nortgage, consumer, and business |oans. The |oan portfolio as
of December 31, 1997, was conprised of 55%real estate secured (consuner and

busi ness), 28% conmmercial /agricultural, and 17% consunmer. Based on the number and
dol | ar anounts of |oans extended during the previous six nonths, consumer unsecured
and comrercial |loans were identified as the principal credit products offered by the
bank. The institution's previous CRA rating was satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA

The First Bank of Stuart's assessnment area is conprised of Patrick County. Located in
the south central portion of the Commpnwealth, the local community is predoninantly
rural. According to the 1990 census data, the assessment area has a popul ati on of
17,473 and contains three mddle-income census tracts. The 1997 nedian-fanmily income
for nonnetropolitan areas in Virginia is 34,800

Al t hough no mmj or busi nesses domi nate Patrick County, the |local econony is

predom nantly supported by the furniture manufacturing industry and tinmber processing
busi nesses of surrounding counties. The mpjority of Patrick County residents commute
to Martinsville, Virginia, and Wnston-Salem North Carolina, for enploynent
opportunities. Mjor enployers in those areas include Basset Furniture and R J.
Reynol ds. As of Decenber 1997, the unenploynent rate for Patrick County was 4.5% and
is slightly higher than the jobless rate for the Cormobnwealth of 3. 1%

A local government official was contacted during the exam nation to further assist in
eval uating the bank's CRA performance. The contact indicated that |ocal financia
institutions appear to be neeting community credit needs.

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A

LOAN- TO- DEPGSI T RATI O

The institutiors average | oan-to-deposit ratio for the previous six quarters is 50%
and has increased from 46% since the previous exam nation. This higher ratio results
primarily froma 10% increase in total loans. The quarterly average | oan-to-deposit
ratio for a six-quarter period ending Decenber 1997 for institutions located in
nonmetropol itan areas of Virginia and of simlar asset size to The First Bank of
Stuart ranged from 72%to 74% Al though the banks | oan-to-deposit ratio is somewhat
low relative to simlar-sized institutions, it is considered adequate. Along with The
First Bank of Stuart branches, offices of two other banks are | ocated within and serve
residents of Patrick County. According to information obtained froma community
contact, these financial institutions are adequately nmeeting the credit needs of the
communi ty.



LENDI NG I N ASSESSMENT AREA

To determine the institution's volume of lending within the assessnent area, 61 of the
89 comrercial |oans and 121 of the 304 consunmer unsecured | oans extended during the
previous six months were reviewed. The lending distribution is represented in the
foll owing table.

Comparison of Credit Extended Inside and Qutside of Assessnent Area

I nsi de Assessment Qut si de Assessnent
Ar ea Ar ea Tot a
Total Number of Loans 126 56 182
Percent age of Total Loans 69% 31% 100%
Total Amount of Loans (000's) $1, 886 $2, 358 $4, 244
Percent age of Total Anount 44% 56% 100%
As illustrated above, a majority of the sanpled | oans were provided to residents of

the assessnent area.

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

A review of the 36 comrercial |oans and the 90 consunmer unsecured | oans extended
within the assessnent area was conducted to anal yze borrower incone characteristics.
The following charts illustrate the distribution of the sanpled | oans extended within

the assessnment area to businesses of different sizes and by borrower incone |evel.

Distribution of Loans by Size of Business

Revenues < $1 Revenues > $1
MI1Ilion MI1Ilion Tot al
Total Number of Loans 35 1 36
Percent age of Total Loans 97% 3% 100%
Total Anopunt of Loans
(000's) $1, 554 $18 $1, 572
Percent age of Total Anount 99% 1% 100%

The number and dol |l ar amounts of | oans provided to busi nesses with gross revenues of
$1 million or |ess denpbnstrates the bank's responsiveness to small business credit
needs.



Distribution of Loans by Incone Level of Borrower
Consuner Unsecured Loans
Moder at e- M ddl e- Upper -
Low | ncome I ncone I ncone I ncone Tot al

Total Number of Loans 32 29 20 9 90
Percent age of Tota

Loans 36% 32% 22% 10% 100%
Total Anopunt of Loans

(000" s) $84 $84 $96 $50 $314
Percent age of Tota

Loans 27% 27% 30% 16% 100%
For purposes of conparison, the chart bel ow provi des assessnent area denographics by

i ncone | evel

of famlies.

Percentage of Fanmlies in Assessnent Area by | nconme Level

Moder at e- M ddl e- Upper -
Low- | ncone I ncone I ncone I ncone Tot al
Per cent age
of Area
Fam | ies by
I ncone
Level 24% 17% 25% 34% 100%

When conpared to the distribution of area fanm lies, the percentage of |oans extended
to | ow and noderate-incone borrowers (68% substantially exceeds the proportion (41%
of such fanmlies in the community. Furthernore, a mpjority of the dollar anounts of

| oans extended (54% were to these borrowers.

GEOGRAPHI C DI STRI BUTI ON OF LOANS
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