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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federal financial supervisory
agency to useits authority, when examining financial institutions subject to its
supervision, to assess theinstitution=s record of meeting the credit needs of itsentire
community, including low- and moder ate-income neighborhoods, consistent with safe
and sound operation of the institution. Upon conclusion of such examination, the
agency must prepare a written evaluation of theinstitution=s record of meeting the
credit needs of its community.

This document is an evduation of the CRA paformance of Union National Bank prepared by the
Office of the Comptroaller of the Currency, the inditutiorrs supervisory agency, asof March 15,
1999. The agency ratesthe CRA paformance of an inditution conagtent with the provisons st farth in
Appendix A to 12 CF.R. Pat 25.

Ingitutiorrs CRA Rating: Thisingditutionisraed ASATISFACTORY@.

The primary factors supporting the bank=s overdl rating indude:

# The loan+to-deposit ratio is reasonable, averaging 73 percent for the period under review. This
compares favoradly to 74 percent for amilarly stuated finandd inditutions within the
asEsIment area

# A mgarity of dl loans arein the bank:=s assessment ares, representing 81 percent of the number
and 69 percent of the dollar amount of 1997 and 1998 ariginaions.

# The digribution of loansto borrowers of differant income levds and to busness of different
revenue Szesis good.



The following table indicates the performance level of Union National Bank with
respect to each of the five performance criteria.

SMALL UNION NATIONAL BANK
INSTITUTION
ASSESSMENT PERFORMANCE LEVELS
CRITERIA
Exceeds M eets Does Not
Standards Standards M eet
For for Standards for
Satisfactory Satisfactory Satisfactory
Performance Performance Performance
Loan to Deposit X
Ratio
Lending in X
Assessment
Area
Lending to X
Borrowers of
Different
Incomes and to
Businesses of
Different Sizes
Geographic Performance of this analysis was not meaningful.
Distribution of
Loans
Response to No complaints were received since the prior examination.
complaints




DESCRIPTION OF INSTITUTION

Union National Bank (Union) isalocaly-owned commerdad bank heedquartered in Westminger,
Maryland. Asof December 31, 1998, total assets were $268 million, gross|oans were $164 miillion,
and totd depodts $227 million. The bank was evauated using the small bank assessment ariteria, Since
the bank’ s asst 5ze has judt recently grown to excead the $250 million dollar limit for small banks
Lending activities are centered in commerdid red estate and resdentiad red estate loans, comprisng 65
percent of grossloans. The bank offersafull range of deposgt services and loan products, induding
home equity loans and credit cards.

Union sarves the community from nine office locations Stuated in Carradll, Batimore, and Howard
counties. In generd, branch locations are full service, indude drive-up sarvice, offer Saturday hours,
and proprietary 24-hour ATMs. Additiond offste ATMs arelocated a severd retall outlets throughout
the assesament area. The newest branch located in Mount Airy, Maryland, opened in January 1998.
Executive, adminigtrative, and loan operations offices are located in separate buildings near the main
officelocation. Thereis srong competition from other community banks regiond banks thrifts, credit
unions and ather norHinandd indtitutions which have many officesinthearea Union hasno
impediments, legd or atherwise, which would hinder its aility to help meet the credit neads of the
bank-s assessment area.

DESCRIPTION OF ASSESSMENT AREA

Union has defined its assessment areaas Carroll County (totd of 25 censustracts), eight censustracts
of Batimore County, and two censustracts of Howard County. The assessment arealieswithin the
Washington-Batimore Metropolitan Statidtical Area(MSA) 0720. The assessment area complieswith
CRA and does not arbitrarily exclude low- or moderate-income censustracts. According to 1990
Census Bureau data, the populaion of the assessment arealis 173 thousand.

Of the 35 censustracts thet comprise the assessment area, there are none designated as low- or
moderate-income. There are 19 middle income census tracts and 16 upper income censustracts. The
1990 Cenaus Bureau and the 1998 Housing and Urban Devdopment (HUD) MSA median family
incomes are $42,206 and $55,600, respectivey. Although there are no low- or moderate-income
cenaustracts, low- and moderate-income families resde within the assessment area

Below, Tablel reflects the breakdown of family income characteristics within the bank:s
assessment area.

Table |

FAMILY INCOME DELINEATION WITHIN CENSUS TRACT CATEGORIES




FAMILY INCOME DELINEATION WITHIN CENSUS TRACT CATEGORIES
Total Families 47,763 Low Income Moderate Income Middle Income Upper Income
Families Families Families Families
Count % Count % count % count %
Middle Income Tracts 3575 7% 4918 100 7 657 16% 10 206 2204
Upper Income Tracts 1427 3% 2333 5% 5045 11% 12512 26%
TOTALI 5002 10% 7251 15% 12702 27% 22 808 48%

*$55,600 = family median income
$42,206 = census tract median income

Within recent years, the assessment area has migrated from arurd community to a bedroom community
dueto the dtractiveness of afordable housng. Thelocd economy isstable Mgor employersindude
Random House, Miranda Manufacturing, loca governments and schoadl systems, and the hedlth care
sector. Management and the Board have identified the primary credit need within the bank=s
assessment area as afordable housng and amal busness venture capitd. Based ontheresults of a
discusson with alocd government representative, the bank=s lending srategy isin line with the crecit
needs of the locd area

CONCLUSONSWITH RESPECT TO PERFORMANCE CRITERIA

L oan-To-Depodgt Ratio

Uniorrs loan-to-depaosit ratio is reasonable and commensurate with its 9ze, competition, available
resources, lending activities, aswell asthe demographics of the assessment area. The loan-to-deposit
ratio averaged 73 percent over the last ten quarters.

This compares favorably to the 74 percent average loan+to-deposit ratio for amilarly Stuated banks
within the assessment areaduring the same time period. Asof

December 31, 1998, Union Nationd Bank=sloan-to-depogt ratio is 71 percent.

Lending in Assessment Area

The mgarity the bank=slending activity iswithin its assessment area. Werdied on 1997/1998
resdentid loan originations subject to the Home Mortgage Disclosure Act (HMDA). We dso tested
and relied on bank generated reports for consumer and commerdid businessloans originated during
1997/1998. Based on our andys's, 81 percent of the number and 69 percent of the dollar volume of



loans are arigineted within the assessment arean Tables 11 (a)-(c) reflect total loans originated
relative to the assessment area.

Tablell (a)
# $(000s) # % $(000s) %
1998 200 14,625 177 89% 12,744 87%
1997 98 5,439 91 93% 4,810 88%
Total 298 20,064 268 90% 17,554 87%
Tablell (b)
# $(000s) # % $(000s) %
Business 303 52,082 189 62% 29,080 56%
Consumer 1,307 19,945 1,084 83% 16,829 84%
Total 1,610 72,027 1,273 79% 45,909 64%
Tablell (c)
# $(000s) # % $(000s) %
Combined Total 1,908 92,091 1541 81% 63,463 69%

Union Nationd Bank participatesin severd indirect residentid loan programsthat provide credit to the
community. These programs generdly involve the bank arranging for the extendon of resdentid loans
with outside (nonbank) creditors. In addition to the 1998 HMDA-rd ated residentid loans of $14.6
million, the bank dso fadilitated $8.3 million in residentid mortgage loans under these indirect loan

programs.
In addition, the bank ponsors and participates in home buying seminars, provides credit counsding



SYVICES, €C.

Lending To Borrowers of Different | ncomes and Busnesses of Different Sizes

The didribution of loansto borrowers of different income leves and busness of different revenue Szes
isgood. Our review included combined 1997/1998 HMDA-rdlated resdentid loan origingtionsand a
sample of 35 busness loans ariginated within the last 24 months.  Basad on our review, resdentia
loansto low- and moderate-income borrowers were 32% of loan originations, which is good compared
with assessment areademographics. Also, the mgority of the number of businessloans sampled areto
amd| busnesses Smdll businesses are defined as thaose with annud grass revenues no gregter than one
million dollas Refer to Table |1l for details.

Tablelll
LENDING TO BORROWERS OF DIFFERENT INCOME LEVELS

Per centage of HUD
Median Family Income # % $(000s) %
Low 32 11% 1,035 5%
Moderate 63 21% 4,035 20%
Middle A 32% 5521 28%
Upper 108 36% 9471 A7%
Income Not Availeble 1 0% 2 0%

TOTAL 298 100% 20,064 100%

LENDING TO BUSINESSES OF DIFFERENT SZES
Revenue Ranges <$100M $100M -$500M $0IM-$1IMM >$IMM
# % # % # % # %

Business Loan Sample 5 14% 10 29% 5 14% 15 43%

Geogr aphic Digribution of L ending

We did not perform this analys's because there are no low- or moderate-income census tracts within the
ase3ment area. Therefore, the andysis would not be meaningful.

Response to Complaints




No complaints were received snce the prior examination.

Compliance With Antidiscrimination L aws

No subdantive vidaionsinvalving illega discrimination or discouragement were noted during the
concurrent Far Lending examingtion.



