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June 25, 1999



Board of Directors

Greater Atlantic Bank    (“Greater Atlantic”)

1350 Rockville Pike

Rockville, Maryland   20852



Members of the Board:



�Standard Letter

Enclosed is Greater Atlantic’s written Community Reinvestment Act (CRA) Performance Evaluation prepared by the Office of Thrift Supervision as of May 10, 1999.  Pursuant to the provisions of the CRA and OTS regulations (12 C.F.R. 563e), this evaluation, and Greater Atlantic’s CRA rating as contained therein, must be made available to the public by Greater Atlantic.



This evaluation is being transmitted separately from the Compliance Report of Examination to alleviate the potential for any misunderstanding regarding which document Greater Atlantic must make public.  It is the enclosed evaluation that must be publicly available; the Compliance Report of Examination may not be released to the public.



In accordance with 12 C.F.R. 563e, this written CRA Performance Evaluation must be made available to the public within 30 business days of its receipt by Greater Atlantic.  The evaluation must be placed in your CRA public file located at your home office and each branch within this 30 business day time frame.  The evaluation may not be altered or abridged in any manner.  At your discretion, previous written CRA Performance Evaluations(s) may be retained with the most recent evaluation in your CRA public file.



Greater Atlantic is invited to prepare a response to the evaluation.  The response may be placed in each CRA public file along with the evaluation.  In the event Greater Atlantic elects to prepare such a response, please forward a copy of it to this office.



All appropriate personnel, particularly customer contact personnel, need to be aware of the responsibilities that Greater Atlantic has to the public with regard to making this evaluation available.  Consequently, we suggest that Greater Atlantic review internal procedures for handling CRA inquiries, including those pertaining to the evaluation and other contents of the CRA public file.



We strongly encourage the Board of Directors, senior management, and other appropriate personnel to review this document and to take an active interest and role in the CRA activities of Greater Atlantic.  



Sincerely,









Joel Palmer

Assistant Director II
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�	GENERAL INFORMATION

� TC "GENERAL INFORMATION"\l1 �

The Community Reinvestment Act (“CRA”) requires the Office of Thrift Supervision (“OTS”) to use its authority when examining savings associations subject to its supervision, to assess the savings association's record of meeting the credit needs of its entire community, including low- and moderate-income neighborhoods, consistent with the safe and sound operation of the savings association.  Upon conclusion of such examination, the agency must prepare a written evaluation of the savings association's record of meeting the credit needs of its community.



This document is an evaluation of the CRA performance of Greater Atlantic prepared by the OTS, as of May 10, 1999.  The agency evaluates performance in assessment area(s), as they are delineated by the savings association, rather than individual branches.  This assessment area evaluation may include the visits to some, but not necessarily all of the savings association's branches.  The agency rates the CRA performance of a savings association consistent with the provisions set forth in Appendix A to 12 C.F.R. Part 563e.



�	INSTITUTION

Overall Rating

� TC "INSTITUTION"\l1 �

� TC "Overall Rating"\l2 �

INSTITUTION'S CRA RATING:  This institution is assigned a CRA rating of “Satisfactory record of meeting community needs.”

�

During the previous review period, Greater Atlantic’s average loan-to-deposit (“LTD”) ratio was 104 percent, but decreased to an average of 73 percent during the current review period.  The downward trend began after the preceding examination, and reached a low of 29 percent for the quarter ended March 31, 1999.  Likewise, lending in the assessment area decreased from 80 percent at the preceding examination, to 64 percent during the current review period. 



The examiner’s analysis of Greater Atlantic’s lending to borrowers of different incomes (compared to the demographic composition of the assessment area) reflects an excellent penetration of loan originations among low- and moderate-income borrowers.  The examiner also compared the Institution’s lending to borrowers of different incomes with the Home Mortgage Disclosure Act (“HMDA”) reporting for federally insured lenders operating in the assessment area.  This aggregate comparison indicated that Greater Atlantic makes loans to low- and-moderate-income borrowers at a substantially higher percentage rate than other lenders.  Further, the examiner’s analysis disclosed that Greater Atlantic’s level of mortgage lending in low-income census tracts is low compared with the demographic composition of the Institution’s assessment area.  However, lending in the moderate-income census tracts is generally commensurate with assessment area demogrpahics.  The Institution’s 1997 lending in low-income tracts, when compared to the aggregate, is commensurate and the lending in the moderate-income tracts is slightly above the aggregate.



Description of Institution

Description Of Institution

�



Greater Atlantic is a federally-chartered stock savings bank with total assets, as of March 31, 1999, of $125.7 million.  The Institution has experienced significant growth over the past 15 months.  Asset size grew from $30.3 million as of December 31, 1997, to $117.7 million by December 31, 1998.  The administrative offices are located in Reston, Virginia.  Branch offices are located in Arlington, Virginia; Rockville, Maryland, Pasadena, Maryland; and the District of Columbia.



Greater Atlantic is wholly-owned by Greater Atlantic Financial Corporation and has 33 full time and five part time employees.  Greater Atlantic Mortgage Corporation is wholly owned by Greater Atlantic and has 43 full time employees and also has five part time employees.  The mortgage corporation originates mortgage loans for sale in the secondary market.



Greater Atlantic was organized in 1886 and previously operated as a Maryland-chartered thrift institution under the name Greater Baltimore Savings and Loan Association.  On March 21, 1989, the bank converted to a federal savings bank and changed its name to Greater Atlantic Savings Bank, F.S.B.



In September 1997, an investment group formed a company to purchase all the outstanding common and preferred stock of Greater Atlantic Savings Bank, F.S.B.  In February 1998, the name was changed to Greater Atlantic Bank.  In July 1998, the mortgage operations were transferred from the bank to a newly formed mortgage company.



Greater Atlantic offers traditional banking services.  The examiner’s review of the OTS’s Uniform Thrift Performance Report (“UTPR”), for the period January 1, 1997 through March 31, 1999, disclosed that Greater Atlantic originated $563.5 million in mortgage loans and sold $544.1 million.  The volume of the Institution’s loans originated, when compared to other Institutions of similar size for calendar years 1997, 1998 and the quarter ended March 31, 1999, ranged from 96 to 98 percentile.  The volume of loans sold for the same time period ranged from 94 to 98 percentile.  In addition, during this time period, Greater Atlantic originated or purchased $7.2 million in consumer loans.  A further review of the March 31, 1999, UTPR disclosed that U.S. Government and Agency Securities totaled $31.2 million and mortgage pool securities totaled $29.4 million, or 24.8 and 23.4 percent of assets, respectively.



The examination disclosed no factors which adversely affect Greater Atlantic’s ability to meet community credit needs during the review period.



Description of Assessment Area

Description Of Assessment Area

�

Greater Atlantic’s assessment area includes the Maryland counties of Anne Arundel, Howard, Montgomery, and Prince George’s, the Virginia Counties of Arlington, Fairfax, and Loudoun; the independent Virginia cities of Alexandria, Fairfax, Falls Church; and the District of Columbia.  Anne Arundel and Howard Counties are located in the Baltimore Metropolitan Statistical Area (“MSA”).  All the other areas are located in the Washington, D.C. MSA.  The following demographic� data provides a general overview of the assessment area.



Assessment Area - General Demographic Information��Census Tract Income�Number�Population�Housing Units�Median Value�Percent Owner Occupied��    Low�58�173,857�74,571�$87,657�1.22%��    Moderate�177�757,046�322,000�$141,575�11.43%��    Middle�372�1,655,545�674,716�$163,594�44.95%��    Upper�285�1,330,879�499,130�$258,910�42.40%��    N/A�53�6,467�4�0�0.00%��Total�945�3,923,794�1,570,421�N/A�100.00%��

Assessment Area - Demographic Data Relating to Housing��Housing Type�Count�Percent��  Owner Occupied Units�891,834�56.79%��  Rental Occupied Units�581,682�37.04%��  Total Rental Units�629,168�40.06%��  Total Units�178,146�11.34%��  1-4 Family Units�1,033,079�65.78%��  Multifamily Units�518,444�33.01%��  Mobile homes or Trailers�9,651�0.61%��  Boarded Up Units�6,347�0.40%��  Occupied Housing Units�1,473,516�93.83%��  Vacant Housing Units�96,905�6.17%���

Conclusions With Respect To Performance Criteria

Conclusions With Respect To Performance Tests

�



     Loan to Deposit Ratio



Information complied from the OTS’s Thrift Financial Reports for the period between March 31, 1997, and March 31, 1999, disclosed that Greater Atlantic’s LTD ratio averaged 72.6 percent.  The LTD ratio high was 101.31 percent on September 30, 1997 and the low was 29.42 percent on March 31, 1999.  The following chart tracks the substantial reduction in the LTD ratio during the review period.



Greater Atlantic’s Loan-to-Deposit Ratio by Quarter��Quarter Ended�Loan-to-Deposit Ratio��March 31, 1997�96.45%��June 30, 1997�92.51%��September 30, 1997�101.31%��December 31, 1997�84.55%��March 31, 1998�82.43%��June 30, 1998�60.86%��September 30, 1998�66.97%��December 31, 1998�42.08%��March 31, 1999�29.42%��                                 Average�72.95%��

The majority of the loans closed by Greater Atlantic Mortgage are Federal Home Administration (“FHA”) refinances.  As a marketing tool, Greater Atlantic pays the closing costs, including interim interest, of said loans.  FHA normally requires the borrower to pay an entire month of interest if the loan is refinanced any time during the month, however, it was recently discovered that if the FHA loan was paid off on the first day of the month it would not be necessary to pay that month’s interest.  Greater Atlantic Mortgage targets the FHA payoffs for the first of the month to minimize the amount of interim interest it is required to pay as part of the refinance marketing incentive program.  This procedure requires a significant amount of cash to be available on the month/quarter end which is disbursed on the first business day of the next month.  Management estimated that if the loans-in-process funds were considered loans, the LTD ratio would be 64.72 and 58.46 percent for the quarters ended December 31, 1998 and March 31, 1999.  After the loans are sold and funds are received from the investors, the LTD ratio reverts to the previous ratio.



In order to better understand the significant decrease in the LTD ratio, some of the key balance sheet items have been presented.  The following chart outlines the dramatic increase in selected and total liabilities, without a corresponding increase in portfolio loans.  The chart also shows the growth in total assets.



Liabilities (000)�3/31/99�12/31/98�12/31/97��     Deposits �$112,160 �$104,143 �$23,981 ��     FHLB Advances �$5,000 �$5,000 �$0 ��Total Liabilities�$118,883�$111,344�$24,567�������Assets (000)�����     Cash, Dep.& Inv.Sec�$58,181 �$40,480 �$7,381 ��     Mtg Pool Sec.�$29,609 �$28,820 �$955 ��     Mortgage Loans �$31,942 �$39,084 �$18,677 ��Total Assets�$125,733�$117,754�$30,341��

Greater Atlantic’s overall LTD ratio averaged 72.95 percent during the nine quarters in the review period and meets the standards for satisfactory performance.



     Lending Within the Assessment Area



The examiner’s review of the 1997 loan/application register disclosed that a substantial majority of the loans originated were secured by properties located inside the Institution’s assessment area.  In addition, it was noted that a smaller percentage, but still a majority of the loans originated in 1998, were in the assessment area.  The first two charts below show the different volumes and percentages in 1997 and 1998 for the Institution’s loans originated in its assessment area and reflect the decrease of lending in said area.  The third chart disclosed that during both years combined, 64.09 percent of the number (64.94 percent based on dollar volume) of the residential mortgage loans made during the review period were in the Institution’s assessment area.

�

Residential Mortgage Loan Originations During 1997���������Number�% of Number�Dollar Volume (000)�% of Dollar��Lending Inside Assessment Area�1,008 �76.48%� $108,736 �76.74%��Lending Outside Assessment Area�310 �23.52%� $32,958 �23.26%��Totals�1,318 �100.00%� $141,694 �100.00%��

Mortgage Loan Originations During 1998���Number�% of Number�Dollar Volume (000)�% of Dollar��Lending Inside Assessment Area�1,714 �58.52%� $186,583 �59.61%��Lending Outside Assessment Area�1,215 �41.48%� $126,445 �40.39%��Totals�2,929 �100.00%� $313,028 �100.00%��

Residential Mortgage Loan Originations During 1997 and 1998���Number�% of Number�Dollar Volume (000)�% of Dollar��Lending Inside Assessment Area�2,722 �64.09%� $295,319 �64.94%��Lending Outside Assessment Area�1,525 �35.91%� $159,403 �35.06%��Totals�4,247 �100.00%� $454,722 �100.00%��

Since the majority of the lending activity during both years was within the assessment area, Greater Atlantic meets the standards for a satisfactory rating under this performance test.



�

     Lending to Borrowers of Different Incomes



The above two performance standards reflected a material change of performance from 1997 to 1998.  Because of this change in performance, the examiner determined that lending to borrowers of different incomes should also be presented for each of the two year periods and for the two years combined.



�1997 Loan Volume���Family Income��Number�No. Pct�% of Families��Aggregate HMDA���     Low�54�18.18%�15.92%�7.50%��     Moderate�121�40.74%�16.75%�20.23%��     Middle�81�27.28%�23.70%�26.66%��     Upper�41�13.80%�43.63%�45.61%��          Total�297�100.00%�100.00%�100.00%��

�1998 Loan Volume���Family Income��Number�No. Pct�% of Families��     Low�48�20.69%�15.92%��     Moderate�101�43.53%�16.75%��     Middle�59�25.43%�23.70%��     Upper�24�10.35%�43.63%��          Total�232�100.00%�100.00%��

�1997 & 98 Loan Volume���Family Income�Number�No. Pct�% of Families��     Low�102�19.28%�15.92%��     Moderate�222�41.97%�16.75%��     Middle�140�26.46%�23.70%��     Upper�65�12.29%�43.63%��          Total�529�100.00%�100.00%���Income was not provided by Greater Atlantic’s borrowers for 711 and 1,482 loans in 1997 and 1998, respectively, because the loans were processed under streamlined Federal Housing Administration and Veterans Administration procedures which do not require verification of incomes.  It is the examiner’s opinion that the percentages of loans to low- and-moderate income borrowers would be higher if income information was available for these borrowers.



The analysis reveals that the Institution had a high percentage of loans to low- and moderate-income borrowers in 1997 and 1998 in comparison to the area demographics.  In addition, the Institution had a higher percentage of loans to these income groups when compared to the aggregate lending of other FDIC-insured lenders operating in the assessment area.  It was noted that the percentages of lending to these income categories increased from 1997 to 1998.



Considering the above, the examiner concludes that Greater Atlantic exceeds the standards for satisfactory performance for lending to borrowers of different incomes.



     Geographic Distribution



The three performance standards analyzed above detailed a material difference in lending patterns between 1997 and 1998.  For this reason, the examiner determined that the geographical distribution for each year should be disclosed independently, in addition to being shown collectively.  The following tables summarize the geographical distribution of Greater Atlantic’s HMDA reportable mortgage loans.  Results for the mortgage lending are compared to the percentage of owner-occupied housing units (“OOHU”s) within each census tract income level, and the 1997 aggregate results of all HMDA reporting banks, thrifts, and their subsidiaries.



�1997 Loan Volume���Census Tract Income�Number�No. Pct�% of OOHU�Aggregate HMDA��     Low�7�0.70%�1.22%�0.71%��     Moderate�101�10.03%�11.43%�8.35%��     Middle�635�63.06%�44.95%�41.25%��     Upper�264�26.22%�42.40%�49.69%��          Total�1,007�100.00%�100.00%�100.00%��(Tract information was not available for one loan.)

�



�1998 Loan Volume���Census Tract Income�Number�No. Pct�% of OOHU��     Low�2�0.12%�1.22%��     Moderate�223�13.03%�11.43%��     Middle�1,062�62.03%�44.95%��     Upper�425�24.82%�42.40%��          Total�1,712�100.00%�100.00%��(Tract information was not available for two loans.)



�1997 & 98 Loan Volume���Census Tract Income�Number�No. Pct�% of OOHU��     Low�9�0.33%�1.22%��     Moderate�324�11.92%�11.43%��     Middle�1,697�62.41%�44.95%��     Upper�689�25.34%�42.40%��         Total�2,719�100.00%�100.00%��



Greater Atlantic’s lending in low-income census tracts was below the demographics in both 1997 and 1998.  The lending in these tracts was similar to the aggregate in 1997.  The lending in moderate-income census tracts during 1997 was commensurate with the demographics, but exceeded aggregate lending.  Also, lending in moderate-income census tracts exceeded the demographics during 1998.



Considering the above, the examiner concludes that Greater Atlantic meets the standards of satisfactory performance for the geographic distribution of lending.



Record of Compliance with Antidiscrimination Laws

�

A sample of loan application files was reviewed to determine Greater Atlantic’s level of compliance with antidiscrimination laws and regulations, including the OTS Nondiscrimination Regulations, the Fair Housing Act, and the Equal Credit Opportunity Act, and its implementing regulation, Regulation B.  The review disclosed no evidence of prohibited discriminatory lending practices, and it appears that all loan applicants are treated consistently and in accordance with the Institution’s written loan underwriting guidelines. 

� Information provided by the 1990 census.

� The median family income was $54,100 and $70,300 for the Baltimore and Washington, D.C. MSAs, respectively.

� Source:  1990 Census Data.  These figures represent the percentages of families by income level within the assessment area.

� Aggregate data includes loans for home purchase and refinance originated by banks, thrifts and their subsidiaries for 1997, the most recently available data, for the assessment area.

� The median family income was $55,600 and $72,300 for the Baltimore and Washington, D.C. MSAs,. respectively.
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Summarize the major factor supporting the institution’s rating.  When illegal discrimination or discouragement has been identified and has affected the rating, the summary should include a statement that the rating was influenced by violations of the substantive provisions of the antidiscrimination laws.  The summary should not mention any technical violations of the antidiscrimination laws.



�PAGE \# "'Page: '#'�'"  �Page: 3���

Briefly describe the institution’s ability to meet various credit needs based on its financial condition and size, product offerings, prior performance, legal impediments and other factors.  Information that may be important includes relationships with a holding company and its affiliates, total assets, asset/loan portfolio mix, primary business focus, branching network, and any merger or acquisition activity.
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Briefly describe the assessment area(s) under review by including appropriate information (and any  trends) on the population, median income, employment including major employers, and community credit needs and business opportunities identified through outreach activities.  Include, as appropriate, a discussion of the number and kinds of CRA-related community contacts that were consulted and relevant information obtained and used, if any, in the CRA evaluation.
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Discuss the institution’s overall CRA performance.  The facts, data, and analyses that were used to form a conclusion about the rating should be reflected in the narrative, including institution strengths and areas for improvement.  The narrative should clearly demonstrate how the results of each of the performance test analyses and relevant information from the performance context factored into the overall institution rating.  Charts and table should be used whenever possible to summarize and effectively present the most critical or informative data used by the examiner in analyzing the institution’s performance and reaching conclusions.
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Write a paragraph about the institution’s record of complying with the antidiscrimination laws (ECOA, FHA, or HMDA) using the following guidelines.



When substantive violations involving illegal discrimination or discouragement are found by the OTS or identified through self-assessment(s), state that substantive violations were found, whether they caused the CRA rating to be adjusted downward, and why the rating was or was not adjusted.  Identify the law(s) and regulation(s) violated, the extent of the violation(s) (e.g., widespread, or limited to a particular state, office, division, or subsidiary) and characterize management’s responsiveness in acting upon the violation(s).  Determine whether the institution has policies, procedures, training programs, internal assessment efforts, or other practices in place to prevent discriminatory or other illegal credit practices.



If no substantive violations were found, state that no violations of the substantive provisions of the antidiscrimination laws and regulations were identified.  Even if discrimination has not been found, comments related to the institution’s fair lending policies, procedures, training programs and internal assessment efforts may still be appropriate.  If applicable, technical violations cited in the report of examination should be presented in general terms.  Discuss whether management has (proposed/taken) steps that (have/would if implemented) address(ed) the technical violation(s).








