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NOTE:

This evaluation is not, nor should it be construed as,
an assessnent of the financial condition of this
institution. The rating assigned to this institution
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 exam 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 Bank of Suffolk, Suffolk,
Virginia, prepared by The Federal Reserve Bank of Richnond, the institution's

supervi sory agency, as of August 11, 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 exceeds standards for satisfactory perfornmance given
its financial capacity and demand for credit in the area. A mpjority of |oans sanpled
during the exanmination were extended within the assessnent area, and a significant
portion were to |l ow and noderate-income borrowers. The penetration of |oans

t hroughout the market neets expectations for a satisfactory perfornmance given the
institution's size, branch |ocations, and denographics of the area.



The following table indicates the performance |evel of the Bank of Suffolk with
respect to each of the five performance criteria.

SMVALL
I NSTI TUTI ON Bank of Suffolk
ASSESSNVENT PERFORMANCE LEVELS
CRI TERI A
Exceeds Meet s Does not
St andar ds St andar ds meet
for for St andar ds
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Per f or mance Per f or mance Sati sfactory

Per f or mance

Loan to Deposit
Rati o X

Lending in
Assessnent
Ar ea X

Lending to
Borrowers of

Di fferent |ncones
and to Businesses
of Different Sizes X

Geogr aphi ¢
Di stri bution of
Loans X

Response to No conpl aints have been received since the prior
Compl ai nt's exam nati on.




DESCRI PTI ON OF | NSTI TUTI ON

The Bank of Suffol k operates six branches located in Suffolk, Virginia. As of

June 30, 1997, the bank's total assets equaled $107 nmillion, of which 72% were | oans.
Vari ous deposit and | oan products are avail abl e through the institution, including

| oans for residential nortgage, consunmer, business, and agricultural purposes. The
composition of the loan portfolio, as of June 30, 1997, is as follows: 69%real
estate secured (consunmer and business), 16% comercial, 13% consunmer and 2% ot her.
Based on the nunmber of |oans extended during the previous six nonths, consuner
unsecured | oans were identified as a principal credit product. The institution's
previous CRA rating was satisfactory.

DESCRI PTI ON OF ASSESSMENT AREA

The bank’s assessment area consists of the City of Suffolk, |located in the

sout heastern corner of the Commonwealth. Although the city is part of the Norfol k-
Virginia Beach- Newport News Metropolitan Statistical Area (MSA), it remains primarily
rural. According to 1990 census data, the population of the | ocal conmunity is
52,141. The assessnment area includes 13 census tracts, of which two are | ow-incone,
two are noderate-income, eight are mddle-income, and one is upper-incone. Severa

| arge businesses in the area provide enpl oynment opportunities including: Obic
Hospital, QVC Network, Allied Colloids Incorporated, Lipton Tea Conpany, Planters
Peanuts, and Nestl e Beverage Conpany. Agricultural related enploynment opportunities
continue to exist primarily in peanuts, soy beans, corn, cotton, and |livestock. As of
May 1997, the city's unenploynent rate of 7.4% was substantially higher than the
Commonweal th's rate of 4.2% The 1996 nedian famly income for the MSA was $42, 100.

A community contact was made with a | ocal government official to further assist in

eval uating the bank’s CRA performance. The contact indicated |ocal financial
institutions have been active in neeting the credit needs of the community.

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 ratios for
institutions headquartered in nmetropolitan statistical areas of Virginia and of
simlar asset size to the Bank of Suffolk ranges from71%to 75% The institution’s
average | oan-to-deposit ratio for the previous six quarters is 81% Since the
previous evaluation, | oan growh (18% has outpaced deposit growh (11% . The bank’s
| evel of lending is considered highly responsive to area | oan demand and exceeds
standards for satisfactory performance.

LENDI NG | N ASSESSMENT AREA

To determine the institution's volume of lending within the assessnent area, a sanple
of 75 of the 112 unsecured consumer | oans extended during the previous six nonths and
146 of the 161 residential real estate |oans reported under the Home Mortgage

Di scl osure Act (HVDA) was reviewed. The lending distribution of the sanpled |oans is
represented in the follow ng table.



Conparison of Credit

Ext ended I nside and Qutside of Assessnent Area

I nsi de Assessnent Qut si de Assessnent
Ar ea Ar ea Tot al
Total Number of Loans 173 48 221
Percent age of Total Loans 78% 22% 100%
Total Anmount of Loans (000's) $5, 175 $1, 737 $6, 912
Percent age of Total Anount 75% 25% 100%

As illustrated above,

were provided to residents of the assessnent area.

LENDI NG TO BORROVWERS OF DI FFERENT | NCOVES

The following charts illustrate the distribution of the 60 consumer
and the 111 HVDA | oans extended in the assessnent area by incone |evel

Two | oans originated within the assessment

anal yzed under borrower

Distribution of Loans by Incone Level

area for
i ncone distribution.

mul ti

of Borrower

a mpjority of the nunber and dollar anpunts of the sanpled | oans

unsecur ed | oans
of borrower.
fam |y purpose were not

Consuner Unsecured Loans
Moder at e- M ddl e- Upper -
Low | ncone I ncone I ncone I ncone Tot al
Total Number of Loans 29 10 9 12 60
Percent age of Total Loans 48% 17% 15% 20% 100%
Total Amount of Loans (000's) $85 $47 $48 79% $259
Percent age of Total Loans 33% 18% 19% 30% 100%
HVDA Loans
Moder at e- M ddl e- Upper -
Low | ncone I ncone I ncone I ncone Tot al
Total Number of Loans 19 26 28 38 111
Percent age of Total Loans 17% 24% 25% 34% 100%
Total Amount of Loans (000's) $369 $694 $1, 059 $2, 641 $4, 763
Percent age of Total Loans 8% 15% 22% 55% 100%

As a means of conpari son,

the foll owi ng chart

area fam lies according to | ow, npderate-,

4

m ddl e-,

depicts the distribution of assessnent
and upper-incone |evels.




Percentage of Fanmilies in Assessment Area by |ncone Level

Moder at e- M ddl e- Upper -
Low- | ncome I ncome I ncome I ncone Tot al
Percentage of Families 26% 18% 22% 34% 100%

As illustrated in the charts, 65% and 41% respectively, of the consuner unsecured and
HVDA | oans were extended to | ow and noderate-income borrowers, while 44% of the
assessment area fanilies are either low or noderate-income. This level of lending is
consi dered to exceed satisfactory performance standards.

GEOGRAPHI C DI STRI BUTI ON OF LOANS

The review of loan files also included an anal ysis of |ending ambng census tracts
within the institution's assessment area. The follow 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 Census Tract

Consuner Unsecured Loans
Moder at e- M ddl e- Upper -
Low | ncome I ncone I ncone I ncone Tot al
Total Number of Loans 5 14 40 1 60
Percent age of Total Loans 8% 23% 67% 2% 100%
Total Anmount of Loans (000's) $6 $23 $222 $8 $259
Percent age of Total Loans 2% 9% 86% 3% 100%
HVDA Loans
Moder at e- M ddl e- Upper -
Low | ncome I ncone I ncone I ncone Tot al
Total Number of Loans 8 6 93 6 113
Percent age of Total Loans 7% 5% 83% 5% 100%
Total Anmount of Loans (000's) $295 $239 $4, 126 $256 $4, 916
Percent age of Total Loans 6% 5% 84% 5% 100%

In the bank's assessnent area,
tracts,
i ncone tracts.

tracts.

12% i n noderate-i ncone tracts,

As depicted in the tables,
the HVDA | oans were extended to borrowers residing in | ow or
The geographic distribution of
resources and area denographics.

31% of the consuner

13% of the population resides in the | owincome census
67% in mddle-income tracts,

and 8% i n upper-

unsecured and 12% of
noder at e-i ncome census
| oans appears reasonabl e given the bank's




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 ati ons were identified. Technical violations of the
Hone Mortgage Disclosure Act's Regulation C were noted. Adequate policies,
procedures, and training prograns have been devel oped to support nondiscrimnation in
| endi ng activities.



