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- APFLICXTION OF A SAViINGS AND LOAN ASSOCIATION FOR .. CERTIFICATE " ;7 .

. OF AUTHORITY TO BEGIN BUSINESS P2 A e
BUREAU OF BANKING , (To be filed in duplicste. , . 5 e
STATE CCRPORATION COMMISSION . . ! Jocd - -
800 BLANTGN BUILDING _ Fec: §250.00,payable to” = _

RICHMOND, VIRG'NIA 23219 Treasurer of Virginia) '. b

The undersigned directors of

Front Roval Savings and Loan Associaticn

Lo pursuant to the provisions of Sec. 6.1-170 of the Code of Virginia, hereby apply to the State Corporation Com-
mission for a certificate authorizing the said association to begin business.

.\,'1 . The proposed association will be located at

e 0 3V 00
e V(", 27 _South Roval Street

in theXGonntpik{Gitys«d_Front Royal, Warren County, Virginia
2. The association was incorporated September 23, 1968 - rame was changed from First
Virginia Savings and Loan Association on May 9, 1272.
(items 3 through 6 Apply Only to Capital Stock Associations.)
3. The maximum capital stock authorized by its articles of inc&rporation is$250,000.00 divided
into 25,000 shares having a par value of. $1.0.00 per share.
4. The capital stock of the association has been subscribed to at $12..50 per share.

5. Subscriptions amount to $290,000.,00 ___, of which §_150,000.C0 ___will be credited to the

capital stock account. :
6. Of the subscriptions to capital stock, $_80,296.25 _ has been paid in cash: of which $.50,000,00

has been credited to the capital stock account.

7. Savings shares to the value of £ 208,000.00 have been subscribed to by the members of the as-

sociation, of which §__none has been paid in cash, and the members have promised in writing
not to withdraw any shares for at least one year. B

8. Cash paid in on shares of stock or savings shares has been deposited to the credit of the association or to the

credit of a trustee for the association in_See attached Schedule A
If the deposit has been made in the name of a trustee, his name and address are:
JHone
.9. The estimated operating earnings and expenses for the first 12 mouths: the first 36 months:
Interest on loans $69,750.,00 X S"%S.SO0.00
O T bty N, 984 Interest on securities 2,500,00 35,000,00
Fees and service charges __]JL,QQLL 8.000.00
- Other operating earnings ' §00.00 1.000.00
TOTAL $82,750.00 $287,500,00
S Operating Expenses
: ’ Dividends on shares, - S36,752.00 - $206,250.00
Salarics and wages 26,000,0¢C _&Mg_
Taxes (other than income) : 500,00 ) 2.000.00
Other operating exp 11,800.00 15,500,
TOTAL ... $75,150.00 $268,750.90
001
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“* 0. Savings share volume for the first twelve months is estimated at $ 15 million—;and for the first

" thirty-six monthsat $ 4.5 million

11. The association has paid or is obligated to pay the following amounts for organization expenses for the
purposes shown: $1,000.00 paid; $3,500.00 due upon approval of the Certificate
of Authority.

12. Future organization expenses are estimated as follows:  $10,000.00

13. The a.ssociltion expects to spend on its business premises, furniture and fixtures before opening for bus-
iness: . $15,000.00

14. The present assets and liabilities of the association are:
Asmets Liabilities

Cash on deposit  $60,096.25
Subscriptions due 139,903.75

$200,000.00 none

15. The officers of the association are:

Title : Name Residence address
President ‘Ronald S. Gilliam 231 Manassas Avenue
: Front Royal, Virginia
e i, ’ Vice-President Samuel J. Baggarly Browntown, Virginia
Secretary Arnold M. Williams 352 Blue Ridge
: Front Royal, Virgin. :
Treasurer David L. Wines 211 Jamestown Road

Front Royal, Virgini.

e 16. Filed herewith are:
b (a) The financial statements of each officer and director. (Note: These statements are treated as Con-
fidential). One copy required.
(b) A list of the subscribers to the shares of stock of the association, if it is a stock association; or a
list of members if the association is a mutual association. The list must be filed in duplicate.

(c) A statement of the facts tending to prove that there is public need for savings and loan facilities or
sdditional savings and loan facilities in the community where the assoclatlon is proposed to be.
One copy required.

The undersigned, being all the directors of the association, certify that the statements contained in this
application are true to the best of their knowledge and belief.

) Dateg NOVember 30,/,1972
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AP f#hATION OF A SAVINGS AND LOAN ASSOCIATION
-V FOR A CERTIFICATE OF AUTHORITY TO BEGIN BUSINESS IN VIRGINIA

FILE IN DUPLICATE

- 7
Kocld y32-22°7
75

BUREAU OF BANKING RSN

STATE CORPORATION COMMISSION 25007
- 800 BLANTON BUILDING . !

RICHMOND, VIRGINIA 23219

I GENERAL INFORMATION

NAME OF THE ASSOCIATION DATE OF INCORPORATION
Front Royal Savings and Loan Association September 23, 1968

(X ) Stock Association

( ) Mutual Association

LOCATION (Street address, city or town and county, or other identification)

27 South Royal Avenue
Front Royal, Virginia 22630

"AMOUNT AND SHARES AUTHORIZED BY ARTICLES OF INCORPORATION

Amount : 3.2,000,000.00 Number of shares:200,000 Par Value: $ 10.00
smroposed amendment to increase shares from 25,000 to 200,000

SUBSCRIPTIONS TO DATE NUMBER OF SHARES SUBSCRIBED SUBSCRIPTION PRICE
'$1,088,962.50 87,117 ) s12.50
‘NUMBER OF SUBSCRIBERS TO DATE SUBSCRIPTIONS PAID IN CASH

517 $150,523.50

NUMBER OF SHARES EXPECTED SUBSCRIPTIONS HAS THE APPLICANT PAID ANY
OFFERED FOR SALE ON OPENING DATE FEES OR COMMISSIONS FOR THE

SALE OF STOCK?

D Yes m No

93,000 1,162,500

NAME ANY INDIVIDUAL OR CORPORATION WHO HELPED WITH THE ORGANIZATION

James M. Thomson, 201 N. Washington Street, Alexandria, Vgrginia_ .
Forecasting Associates (Dr. Lawrence ?e§t1t), Charlottesville, Virginia
Yount and Hyde, CPA, Winchester, Virginia

HAVE THE APPLICANT'S ORGANIZERS CONTACTED THE FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION
(FSLIC) REGARDING TEZ. INSURANCE OF ACCOUNTS? :

E Yes D No

WHEN DOES THE APPLICANT EXPECT TO OPEN FOR BUSINESS? (give approximate month and year)

Within thirty (30) days subsequent to approval of insurence of accounts,
or by the middle of the year 1978.

PERSON RESPONSIBLE FOR ORGANIZATION (name, address, and telephone)
David L. Wines
27 South Royal Avenue
Front Royal, Virginia 22630

703-635-7572 .
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PROVIDE INFORMATION WITH RESPECT TO THE QUARTERS IN WHICH THE APPLICANT WILL COMMENCE BUSI-
."NESS. INDICATE ANY PLANS TO OPEN IN TEMPORARY QUARTERS. SPECIFY ALL THE TRANSACTIONS IN-
VOLVED. INDICATE ESTIMATED IMPROVEMENTS FOR THE LAND OR BUILDING.

The Front Royal Savings and Loan Association plans to construct a building
suitable for its needs as a free standing unit. This building will be lo-
cated on the northwest corner of 6th and Commerce Street (By-pass) and will
contain four teller.stations, a night depository and drive-up window. This
property was acquired by the association some time ago and will enable the
association to provide its customers with necessary off-street free parking,
contiguous to its office. The anticipated cost of this improvement is
$120,000.00 including on-site improvements. The association has budgeted
$51,250.00 for furniture, fixtures and equipment.

An existing on-site structure is available to provide temporary quarters for
the association, if necessary, although the association does not planto
utilize the structure in any way. The association plans to raze the existing
on-site structure prior to beginning business. However, $2,500.00 has been
budgeted to provide temporary quarters in the event they become necessary.

NAME AND ADDRESS OF SELLER OR LESSOR EXPIRATION DATE OF LEASE

The site is owned by the Association. It was
purchased from parties unrelated to any of the N/A

directors or organizers of the Association.

IS SELLER OR LESSOR RELATED OR CONNECTED IN ANY WAY WITH THE APPLICANT?

D Yes If yes explain: v ’

IIT INVESTMENT IN FURNITURE, FIXTURES & EQUIPMENT
(show estimates by an asterisk)

ITEM . No. of Units Total Cost Annual Rental
vault door (s) one (1) $§ 3,500.00 N/A
safe(s) one (1) 2,000.00 N/A
Ssafe deposit boxes ) N/A. -N/A N/A
Counter and cage fixtures four (4) - 6,000.00 N/A
Drive-in teller's windows one (1) *5,000.00 N/A
Security eguipment (alarm and camera) one (1) 4,900.00 N/A
Computer terminal one (1) *13_000.00 N/A
Night deposit box . one (1) *1,000.00 N/A
Calculators (4), Typewriters (2), tour (4), two
Checkwriters (1) (2), and one (1] *1,850.00 N/A
Exterior sign one (1) *3.000.00 N/A
Desk (3), File cabinets (4), con- . -
ference tables, chairs, misc. ) 7,000.00 N/A
Miscellaneous appointments includ-
ing carpets § drapes 4,000.00 N/A

TOTAL $51,250.00

GC'?
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. ' () EsTivaTD CRatnizATIONAL Ea(RRES

s NATURE OF EXPENSE . AMOURT
1. Attorney Fees James M. Thomson $ 7,500.00
2. Consultant Fees Forecasting Associates (2500) Yount § 3,500.00 | R
Hyde-CPK - 1000U) ‘
3. Salaries (preopening) . 11,000.00
4. ndvertising (preopening) : 2,500.00

5. Other (detail those in excess of $1,000)

a. Fee to Treasurer of Virginia A 2,500.00
p. Miscellaneous opening expenses 1,000.00
C.
é.

TOTAL s 28,000.00

HOW ¥1LL THE ABCVE EXPERSCS BE PAID?
Organizational expenses will be paid from funds allocated to paid in

surplus. .
V ADEQUACY OF CAPITAL STRUCTURE
. 2MOUNT OF SAVINGS - NUMBER OF PERSONS WHO PLEDGED
PLEDGED TO DATE . SAVINGS TO DATE
. .
-0- -0-

ESTIKATED SAVINGS AT THE END OF THE FIRST THREE YEARS OF OPERATION

FIRST YEAZR: $850,000 Second Year: $1,450,000 Third Year: $2,050,000
EXPECTED SUBSCRIPTIONS CREDIT TO . CREDIT TO SURPLUS

ON OPENING DATE CAPITAL STOCK ’

s 1,162,500.00 s 930,000.00 $232,500.00

WHAT 1S THE ATTITUDE OF THE PROPONENTS TOWARD SUPPLYING ADDITIONAL CAPITAL?
The proponents are willing to supply additional capital to the
association, if needed. The proponents are advised that the initial
capitalization of the association is in excess of the capital require-
ments of the insuring agency.

OUTLINE CASH DIVIDEND POLICIES TO BE FOLLOWED AFTER THE ASSOCIATION BECO:ES PROFITABLE.

The cash dividend policy to be followed by the association after
profitability is achieved will provide for the accumulation of
earnings by the association to meet future anticipated growth
contingencies. The association does not plan to pay dividends
within the first five (5) years of its existence.

: . OC8




(v ADEQUACY OF CAPITAL STRUCT.(7)(continued)

.

Vi.:ls"r ALL DIRECTORS AND OFFICERS. 1IN ADDITION, NON-DIRECTOR SUBSCRIBERS $10,000 AND OVER ,

NAME m:o i;ggtthg , su:sﬂgﬁim :g::x. r?nnm :Rgomw:r:
Lsémuel J. Baggarly |Director 3,000 $37,500.0ﬁf 2,500.00] None
V;:Cmarles D. Baumgardner, None 1,000 12,soo.oJ 1,000.00] None
3. R. L. Brown None 1,000 12,500.0J 500.00| None
/s, Frank H. Brumback _|Director 3,750 4§Js7s.oJ 3,500.00] None
— Walter Lynn ]
5. Campbell None 1,200 15,000.0(1 1,200.00] None
— Carolyn M. Chapman
6.J. French Chapman |None 1,500 18,750.04 1,500.00] None
\/7. Kent E. Coons Director ‘3,000 37,500.0(! 2,500.00] None
8. Lucille R. Curl None 1,000 ~12,500,00 2,000,00! None
9. Kathryn F. Gilliam [None 1,000 12,500.0( 375.00| None
\/10. Margaret E. Gilliam |None 4,000 50,000.00 8,250.00] None
\A]_.. Ronald S. Gilliam Director 2,000 25,000.04 2,500.00} None
v{z.J. William Gilliam |Director 3,750 46,825.06 4,750.00]| None
13. Thomas W. Grove None 800 10,000.00 1,000.00{ None
\/14-. Francis D. Hall Director 3,750 46,875.00 2,500.00] None
1s. Beaulah H. M. Lee None 1,000 12,500.0 2,000.00f{ None
George 1., and Ruth
16. Ann Poe None : 1,000 | 12,500.04 2,000,00| None
1 . F'ward N. Powell None 1,000 12,500.04 1,000.00] None
18.:.iarles A. Rowland INone 1,000 12,500.00 2,000.00| None
\/ 19. Royal Lumber Ca, Inc!None 960 12,000.0d 12,000.00f None !
20. Richard J. Smith None 1,000 12,500.00 1,000.00| None
\/21.Arn01d M. Williams |Director 1,000 12,500.00 2,500.00] None
V 22.David L. Wines Director 2,000 25,000.0d 2,000.00| None
23.
24.
25.
26.
27.
28.
29. s
30.
31.
32. !
33.
34.
3s. 09

36.




VI FUTURE EARNINGS paosvecrj,.i

. A. ESTIMATED AVERAGE SAVINGS AND AVERAGE ASSETS

DESCRIPTION

AVERAGE DURING

FIRST YEAR| SECOND YEAR THIRD YEA
Average savings deposits 550,000 L 1,050,000 1,750,000
Capital paid in 1,162,500 1,152,394 1,117,353

~ B. ESTIMATED INCOME AND

_Total Estimated Average Assets&l,'ln,SOO' \L 2,202,394k 2,923,353
. EXPENSES

ESTIMATED AMOUNT

DESCRIPTION

010 ‘

FIRST YEAR | SECOND YEAR THIRD YEAER
Gross i.ncome@a'al:of total estima;:ed average assets) @ 5 192,709 255,793
EXPENSES: : . SN——
1. Salaries and benefits 60,000 63,000 75,000
2. Interest on savings deposits  (6.5%) 35,750 68,250. 113,750
3. Net occupancy expense (details below) 9,000 10,900 11,800
4. Furniture & equipment (depreciation,rental,etc.) 10,000 " 10,000 10,000
S. Other operating expenses:
Advertising ' : 6,000 6,000 4,000
Teblephone 1,200 1,400 1,400
Legal 1,500 1,000 1,600
Postage 1,000 1,200 1,500
Co —duter services 2,000 4,000 . 6,000
Mis:»!izneous (Audit, Insurance, fees, temp. gtrs. 5,500 4,000 4,000
6. Net o.ganization expenses (lst year only) 28,000
Total estimated expenses 159,950 171,750 228,450
ESTIMATED NET PROFIT OR (10SS)
(10,106) 20,959 27,343
OCCUPANCY: .
Rent _n/a_ _n/a n/a_ |
_D_eggciationL St. line - 40 years 3,000 3,000 3,000
Repa.irs . - 1,000 1,000 1,000
Maintenance (including building staff salaries) 600 700 800 -
Insurance_ : 1,200 - 1,300 1,400
Taxes on real estate 1.006 2,500 3,000
Utilities (heat, light, power, etc.) 2,000 2,200 2,400
Othexr occupancy costs 200 200 200
Total occupancy expenses 9,000 10,900 11,800
Net ncy Cost (should agree with line 3 above) 9,000 10,900 11,800
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VI1 PUBLIC INTEREST

INSTRUCTIONS: Answer in detail. Applicants are encouraged to furnish additional informatio
on A separate paper to prove that granting of the certificate will be in the public interest.

A. PROVIDE A STATEMENT ON THE SAVINGS AND LOAN SERVICES TO BE OFFERED.
Deposits - The Front Royal Savings and Loan proposes to offer a wide range of sav:l.ngs
accounts to include regular passbook accounts, fstieepassbeel~aceounts, and savings
certificates of deposit for terms up to 6 years. The rates will vary from 5(1/4% on
regular passbook savings accounts to 7 3/4% on 6 year certificates of deposit.
Interest will be compounded continuously.

Loans - The Front Royal Savings and Loan will offer first yea;: mortgage loans on

owmer-occupied residential property within the County of Warren and adjacent counties
titiv tes. In addition, the Front Royal Savings
and Loan proposes to make a ted number of student, commercial and home improvemen

loans. ‘the investment of the asseciation assets will be in loans secured as provided
by Section 6.1-195.34 with emphasis on those loans qualifying for purchase by the
Federal Home Loan Mortgage Corp.

B. PEZ IPEoret sll%yal Sgrgggsmﬁngti‘!olggspg?oggén toszgx‘-’g\(r:ig. e a ?Elgrssnge of savings and loan
services to include KHOGH plans and IRA retirement savings accounts, transmatic services,
free notary services, pre-checking accounts for business customers, payroll deduction plan
saving account loans, and free triveler's checks for all customers. In addition, special

services will be provided for our senior citizens, such as, a sit down teller and bill-pay
m,

Additionally we plan to provide a night depository,

C. STTE THE DAYS AND HOURS 'HAT THE PROFOSED ASSOCIATION WILL BE OPEN FOR BUSINESS. STATE
) ‘HE DAYS AND HDURS THAT DRIVE IN FACILITIES, IF ANY, WILL BE OPEN FOR BUSINESS.
Front Royal Savings and Loan proposes regular operating hours: Monday through Thursday:
8:00 a.m. to 2:0Q p.m. and 4:00 p.m. to-6:00 p,m. Friday: 8:00 am, to 2:00 p,m. and
4:00 p.m. to 8:0" p.m. ‘and Saturday: 8:00 a.m. to 3t{00 P.M,

.

D. DESCRIBE THE SERVICES PROVIDED BY OTHER ASSOCIATIONS WITHIN THE PROPOSED TRADE AREA IN-
CLUDING THE INTEREST RATES PAID FOR DIFFERENT SAVINGS ACCOUNTS AND THE INTEREST RATES
CHARGED FOR DIFFERENT LOANS. STATE HOW THE PROPOSED ASSOCIATION WILL DIFFER IN THE
QUANTITY, QUALITY AND SERVICES TO BE OFFERED.

The only other savings and loan association in the trade area is the First Federal Savings
and Loan Association of l’ront Royal.  Its current interest rates are reflected by the
following table.

l’ercen.tage Rate
Compounded Quarterly

5 and 174 Passbook savings =
5 and 3/4 90-Day savings certificate, $1,000,00 Min. .
6 and 1/2 One-Year savings certificate,$1,0000.00 Min. _.. .
6 and 3/4 : %o and 1/2 Year-savings certificate, $1, 000 ’
Min.
7 and 1/2- - Four-Year savings certificate, $1,000.00 Hin
7 and 3/4 Six—Year savings certificate, $1, 000 00 Min.

Currently, this association is offering first mortgage loans at approximately 9 and 1/2Z ply}-
over a tventy-five year term. Financing is available to some local builders at 9 amnd 1/22 |
plus points. .
By compounding interest continuously the association will be providing a substantial :lncreasu :
in return to the community saver. The accessibility of the association's main office to ve-|
hicular traffic, a drive-in window, and longer, more convenient hours are a meaningful
addition to services currently being offered in the applicants trade area. ‘'he special
emphasis and recoghition of the needs of the senior citizens and educational loans to

deserving students will greatly benefit those in our community thereby adding to the 2
quality of their lives and providing a substantial benefit to the community. Our associatiq

will bring competition to our community and discourage concentration of community financial |-,

. o1t .
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N (G  VII PUBLIC INTEREST (co. (gped)

E. PROVIDE THE FOLLOWING GROWTH INDICATORS OF THE CITY, OR COUNTY, OK METROPOLITAN AREA WiITH-
. 1IN WHICH THE PROPOSED ASSOCIATION WILL BE LOCATED AND GIVE SOURCE OF INFORMATION.

. PAST FIVE YEARS (Indicate Year)
1TEM SOURCE 1972 | 2973 | 1974 1975 1976

(July 1, 1977)

Population ‘Thyloe Murphy Institute 16.6 17.0 17.9 18.4 18.7
- Virginia Employment .
%&’mem Commission (beginning 3/73) | N/A 5728 | 5754 5777 5624
Housing Units Auth.) :

Building Permits TByloe Murphy Imstitute 374 431 762 390 | 145%
THousing Units Auth.)

Total Value of

Building Permits Tyloe Murphy Institute J4.450M | 6.902M| 12.789M | 7.009M | 4.188M* | &

Income Per Capita Tiylor Murphy Institute 3997 4830 | so010 5113 N/A
Virginia Department of .

Retail Sales Bxation 33.92M 137.96M | 45.77M 44.15M 50.18M

‘Banking Deposits FDIC 32.745M{37.828M42.901M | 47.128M | 52.280M

%Gt‘b'ks ASSEts)

Savings In Savings & | FALBB - Atlanta, Georgia 3.313M | 4.071M| 5.271M 7.282M N/A

loan Institutions

**See_below-=

F. GIVE DETAILS REGARDING RECENT AND PROPOSED HOUSING CONSTRUCTION (single family units and
multiple units), MORTGAGE ARRANGEMENTS AND TERMS, AVERAGE VALUES OF EXISTING HOUSING, THE
DEMAND FOR HOUSING, RECENT AND PROPOSED CONSTRUCTION OF SBOP.PING CENTERS AND INDUSTRIAL
PLANTS, INCOME AND EMPLOYMENT LEVELS, TRAFFIC PATTERNS, ETC.

** Bldg. Permits Department of Bldg.
Inspections-County of Warren -~ - 554 479 462
(‘thru 11/30/77 - 463 .
Value of Bldg. permits - = 9.710M  7.264M  11.352M| -

(Thru 11/30/77 - 13.454

F. Interstate 66 is scheduind sr this time to be completed in mid 1979. The completion
of this artery will substa . tially reduce the commuting time from Warren Cdunty to the
Washington, D.C. metropolitan area. 'his will add to the already substantial demand
for housing in the applicant's trade area.

E.I. DuPont DeNemours & Co. of Wilmington, Delaware haS under contract to purchase
175 acres of land in Warren Courty,The Co. has requested rezoning t& permit the
construction of a plant employing up to 300 people . The town manager has advised
DuPont that water and sewer treatmint facilities can be extended to service this new
facility.

Presently under construction in the Royal Plaza Shopping Center is a much larger and
expanded Safeway Food Store. Comstruction activity on the approaches to Front Royal
proper include a mew High's Dairy Store, McDonald's, Burger Chef, and Round-up Steak
House. .

Warren County recently rezoned a large tract of land for industrial uses to be

served by I-66 just to the north of the Front Royal town limits. Another industrial
site to the east of Front Royal is the subject of an annexation suit which has as

its purpose the extending of sewer facilities to that site. Community sewerage treat-
ment facilities are being greatly increased. :

(12
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VII PUBLIC INTEREST (continued)

C. LIST ALL THE FINANCIAL INSTITUTIONS WHOSE TRADE AREA 1S OR OVERLAPS WITH THE PROPOSED
“-TRADE AREA. INCLUDE ALL BANKS AND SAVINGS AND LOAN ASSOCIATIONS.

NAME AND YEAR | premance & IN THOUSANDS OF DOLLARS
TAB-
LOCATION ISHED | DIRECTION R TR LOANS DEPOSITS
Farmers and Merchants
National Bank 1902 (i N 12/31/76]. N/A 25.340 M
NACTE
Main Street Branch - — N
Royal Ave. (Town Bu. N
Hall) N
L u N
Royal Ave. .m"' .
dw ¥
- Royal Plaza dwp=mi-. S.
Shopping
Bank of Virginia-
Warren P.972* . 12/31/76| 16.789 M{24.009 M
T AN
Main Street Branch o Ftrir—t .
Royal Ave. Branch ".:53—:":4.
Peoples Bank of qui. N
Front Royal }973 . 3 . 112/31/76] 3.577 M| S5.081 M
First Federal Sav’ingsl1 Swio N
and Loan 965 Soepi—S . [12/31/75 Gro$s Assets

13

. -9

.

*Bank of Warren merged with Bank of Virginia




CERTIFICATION

The undersigned, being all the directors of the applicant, certify
that the statements contained in this application are true to the best
of our kﬁoﬁledge and belief.

Print or type name
Ronald S. Gilliam

Samuel J. Bagparly.

Kent E. Coons

Frank H. Biggback

Arnold M. Williams

David L. Wines

Francis D. Hall

J. William Gilliam :

: 14
Dated Dggmhg: Z] » ‘917_.

10




AP(...CATION OF A SAVfNGS AND LOAN AQJCIATION
~ "FOR A CERTIFICATE OF AUTHORITY TO BEGIN BUSINESS IN VIRGINIA

- L ' FILE IN DUPLICATE

BUREAU OF BANKING :

STATE CORPORATION COMMISSION !
BOO BLANTON BUILDING :
RICHMOND, VIRGINIA 23219

I GENERAL INFORMATION

NAME OF TH.'E ASSOCIATION o DATEb OF INCORPORATION

SHENANDOAH SAVINGS & LOBN ASSOCIATION N Noverber 3, 1977

NAME CHANGE PROPOSED FOR AMENDMENT TO ARTICLES '10 (X ) stock Association
" | " | (' ) Mutual Association

LOCATION (Street address, city or town and county, or other identification) -
U.S. Routes 522 and 55 ’
Front Royal, Virginia

AMOUNT AND SHARES AUTHORIZED BY ARTICLES OF INCORPORAT "ON

Amount: §$ 1,200,000 ; Number of shares:l 0 : Par Value: § 10.00
SUBSCRIPTIONS TO DATE . :| NUMBER OF SHARES suascammé SUBSCRIPTION PRICE:
g A !

$ 1,000,000 - 2 - 80,000 S $ 12.50
. : ) .
NUMBER OF SUBSCRIBERS TO DATE - . | SUBSCRIPTIONS PAID IN CASH
' . . ' : . ' .
525 : § 100,000 (10% of total subscriptions)
o _ : L SN
NUMBER OF SHARES P EXPECTED SUBSCRIPTIONS HAS THE APPLICANT PAID ANY
OFFERED FOR SALE o ON OPENING DATE | FEES OR COMMISSIONS FOR THE
' : ‘ © ' | SALE OF STOCK?
80,000 C : o
000 P 1,100,000 C1 ves [ w
NAME ANY INDIVIDUAL OR CORPORATION WHO HELPED WITH THE ORGANIZATION
Andrew P, Miller, Esquire ' Technical Associates
Mays, Valentine, Davenport & Moore Fidelity Bldg.
F & M Center 830 East Main Street
Richmond, Virginia T Richmond Virginia

¢15

WS ..
r 22V 2V

#2,500 recd . i2-§-1844

|
t
¢
]
1



HAVE THE APPLICANT'S ORG;ANIZERS CONTACTED THE FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION
(FSLIC) REGARDING THE INSURANCE OF ACCOUNTS? ,

E] Yes i No . ’
T T %

WHEN DOES THE APPLICANT EXPECT TO OPEN FOR BUSINESS? (give approximate month and year)

within 30 days of approval of insurance of accounts

PERSON RESPONSIBLE FOR ORGANIZATION (na;ne , address, and telephone) :-
Eric E. Adamson, Attorney . - B
P.0. Box 325 -
Front Royal, VA 22630 LS

'E by
= "I’

(703) 635-7166

AT ) )

: | ( 11 QUARTERS (

PROVIDE INFORMATION WITH RESPECT TO THE QUARTERS IN WHICH THE APPLICANT WILL COMMENCE BUSI-
SPECIFY ALL THE TRANSACTIONS IN-

NESS. INDICATE ANY PLANS TO OPEN IN TEMPORARY QUARTERS.
VOLVED. INDICATE ESTIMATED IMPROVEMENTS FOR THE I.AND OR BUILDING.

Shenandoah Savings % Loan has an option to purchase or land lease whichever
is determined by .the Board to be more financially advantageous, 1/2 acres of
land near the intersection of U.S. Routes 522 and 55 adjacent to Front Royal'

The Savings & Loan plans to construct

only Shopping Center, the Royal Plaza. ¥

a free standing unit of approximately 2,600 square feet for its offices and
will have drive-in facilities, a nlght depusﬁtory z  teller stations. The
anticipated cost of the building is appr ximately #..5,000 including fixtures.

NAME AND ADDRESS OF SELLER OR Lsssoa EXPIRATION DATE OF LEASE
Land Futures, Inc. (Not related to any option to purchase
stockholder of directon) or lease on 10 year
) renewals :

Warrenton, VA

IS SELLER OR LESSOR RELATED OR CONNECTED IN ANY WAY WITH THE APPLICANT?

Y .

: 4

X No ;
: N
| Yes -  If yes explain: 4




iy III INVESTMENT IN FURNITURE, FIXTURES & EQUIPMENT

(show estimates.by an asterisk)

ITEM ' oL - No. of Units -

:Total Cost' { Annual Rental

ault gioor (s)
afe (s) ' L 1 7,500.00
afe deposit boxes . - none
ounter ;nd cage fixtures’ - . 4 6,000.00
rive-in teller's windows ‘ ‘ 1 3,500.00
ecurity equipment 5,000.00

FURNITURE ' i 5,000.00

COMPUTER TERMINAL 12,500.00

JRCE

39,500.00

TOTAL
o o {T. STIMATED ORGANIZATibPJAL E)Y"‘; -
\ - ..
NATURE OF EXPENSE AMOUNT
1. Attorney Fees $ 7.500.00
2. Consultant Fees 3.500.00
3. Salaries (preopening) 5,000.00
4. ‘Advertising (preopening) X ! 2,500.00
5. Other (detail those in excess of $1,000) . ( 3,500.00
a.application fee to Treasurer of Virginia ‘! (2,500.00).
b.other | (1,000.00)
c- n
TorL | %22,000.00




oW WILL THE ABOVE EXPENSES BE PAID?

1

[y

If Certificate cf Authority is denied Board of Directors w111 assume
responsibility for the expenses of organization.

4

i

v ADEQUACY OF CAPI I'AL STRUCTURE

l‘IOUN'I‘ OF SAVINGS
LEDGED TO DATE

-
.

none

i
{

]

SAVINGS TO DATE

‘ none

NUMBER OF PBRSONS WHO PLEDGED T

'STIMATED SAVINGS AT THE END OF THE FIRST THREE Y'EARs OF OPERATION

IRST YEAR: $1,500,000

t .
Second Year: $2,500,000

Third Year: $3,500,000

IXPECTED SUBSCRIPTIONS
)N OPENING DATE

' 1,100,000

Is 8g0,000

CREDIT TO
CAPITAL STOCK

CREDIT TO SURPLUS

$220,00¢

HAT IS THE ATTITUDE GOF THE PROPONENTS TOWARD SUPPLYING ADDITIONAL CAPITA .7

The proponents are willing to supply an& additional capltal that may

be reqqxred

A

UTLINE CASH DIVIDEND POLICIES TO BE FOLLOWED AFTER THE ASSOCIATION BECOMES PROFITAELE.

It is expected that no dividends will be paid in the first several years.
Once profits and capital structure are secure it is expected that dividends

will be paid by the association.




ontinued)

. c ADEQUACY OF CAPITAL STRUCTl?”-'
LIST ALL DIRECTORS AND OFFICERS. IN ADDITION, NON-DIRECTOR SUBSCRIBERS $10,000 AND OVER
NAME POSITION IN “' SHARES | TOTAL ~ CASH AMOUNT
THE ASSOCIATIO SUBSCRIBED COST PAID IN BORROWED
.—TPresident -
1.Eric E. Adamson [Director 400 $5,000 $500 jnone
Vice-President
2.Charles G. Russell uDirector 480 $6,000 $600 jnone .
Secretary
3.William F. Pumphrey  |Director. 1,000 12,500 $1,250 thone
" |Treasurer
4.Kermit W. Nichols |Director 1,000 - 12,500 $1,250 Inone
5.0timar H. Dengel irector 1,000 12,500 $1,250 lnone
6.James L. Fox, Jr. IDJ.rector 1,000 12,500 $1,250 Inone
7.Bradley K. Haynes Lairector 495 6,187.50 | $618.75 Inone
8.Charles M. Huber !Directo,r 100 1,250 $125 !m::ne
9.Edward M. Mathews . lDlrector 500 . . 6,250 $625 . lnone .
.6.Jame5 E. Williams - !Dlrector 11,000 12,500.., .|$1,250 . .lnone .-
1.Philip E. Wine "' 'Di.rector -z | 500 6,256 ~ a:] $6251 €225 lhone ‘
2.Charles E. Yates 1,000 - -~ |12,500 $1,250°i . . [none - -
3.John Affleck 1,000 | 12,500 $1,250 none
’ i- : , ?
4.Gisela Dengel - - 800 10,000  |$1,000 . . foe:
5.W. Allen Nichols.. 1,000 - 12,500 $1,250 none
Shen. Anesthesia Seriveds —o: i :
6.c/0 Raymond H. Johns =~ 4 1,000 - " .. }12,500 : ~ ]$1,250 : - |none .
7.J.W. Bryant - 1,000 12,500 $1,250 .. |none
8.Richard N. Brooke . - - 1,000 - - . }12,500 . - |$1,250:- ... |none .
9.A1f S. Gunnerson, Jr... 1,006 ) 12,500 ° $1,250. - fnone .-
0.Gary K. Olsen ° 1,000 12,560 - 1 $1,250 - |none -
1. Edward F.:Greco 1,000 12,500 $1,250 none
2. LeHew Drilling Co. 1,000 12,500 - |1,250 none
3.L.A. Elliott ITIL 1,000 '12,500 1,250 none
4.Carlin L. Smith 800 10,000 $1,000 none
5.H.E. Morrison 970 12,125 $1,212.50 |none -
6.J.S. Cooley 1,000 12,500 1,250 none
7.AL & Barbara Ruff ] _1__.039_. a__ 112,500 1,250 none




28. Robert B. Young 2,000 25,000 2,500 none
29.Allen J. Thomason - 1,000 12,500 1,250 . none
30.Beatrice F. Thamason 1,006 12,560 : 1,250 none
31.Dr. Byron B. Timberlake 1,000 "...: 12,500 - ::}1,250 none
32.Mrs. John M. Wine - 1,000 12,500 1,250 none
33.J. Robert Bronson 1,000 12,500 1,250 none
Margaret L. or
34.Charles D. Calhoun 800 10,000 1,000 none
5.
36.
A. nsm( \TED AVERAGE SAVINGS AND szt(,, 2 ASSETS
DESCRIPTION AVERAGE DURING
FIRST YEAR|] SECOND YEAR THIRD YEAF
cage savings deposits 1,000,000 k 2,000,000 3,000,000
750,000 748,600 792,950

ital paid in

Total Estimated Average Assetsvglp"souooo L 2,748,600 L 3,792,95C

B. ESTIMATED INCOME AND EXPENSES

o
.

ESTIMATED AMOUNT

_ DESCRIPTION FIRST YEAR | SECOND YEAR | THIRD YEA:
_income¢@ 9: of total estimated average assets) .157'500 247 0400 34113$C
SES: ' 44,000 48,400 53,24C
Salaries and benefits
Interest on savings deposits @ 6% 60,000 120,000 180,00¢
Net occupancy expense (details below) » 9,200 9,750 10,30¢C
Furniture & ea;uipm;nt- (déjreciation.:ent;l .ete.) 2,500 2,500 2,50¢
Other overating expenses:
Advertising 3,000 3,000 3,00¢
Telephone 1,200 1,300 1,40¢
Legal | 1,000 1,000 1,00¢
Postage - : . 1,000 1,100 1,20¢
' ' 2,500 3,000 3,50¢

Computer services




12,500

Miscellaneous (capital taxes & audit fees,etd.) 13,000 13,50¢
Net organization expenses (lst vyear only) 22,000
. estimated expenses 158,900 203,050 269,64¢(
ESTIMATED NET PROFIT OR (L0SS) (1,400) 44,350 71,71¢
JANCY: .
1t C : 0 0 0
coos 2,700 2,700 2,70¢
sreciation
. 500 600 70¢
sairs
intenance (including building staff salaries) . 600 600 60¢(
surance ) 1,000 . 1,100 1,20¢
xes on real estate 1,500 1,750 2,00¢
ilities (heat, licht, power, etc.) 2,400 2,500 206‘0(
her occupancy costs 500 500 50¢
1 occupancy expenses 9,200 9,750 10,30¢

Rental Income

t Occupancy Cost (should agree wit

—

VII PUBLIC INTEREST

INSTRUCTIONS: Answer in detail. Applicants are ‘encouraged to furnish additional information
on a separate paper to prove that granting of the certificate will be in the public interest.

A. PROVIDE A STATEMENT ON THE SAVINGS AND LOAN SERVICES TO BE OFFERED. .
‘Full service to be offered: mortgage loans, hame-improvement loans, loans on savings accoun

The rates of mortgage loans will be campetitivewith the rates charged by other loan insti-
loans will be at industry standard rates

tutions in the area. The rate on home-i

: 1mprovement 2
and loans on savings accounts will be at 1 1/2% over passbook savings.

on deposits will be the maximm permitted by law,

The rates offered

interest will be campounded continuwously.

B. PROVIDE A STATEMENT OF OTHER SERVICES TO BE OFFERED.
Education loans under Virginia Code 6.1-195.34 (M)

Money Orders

Travlers Checks

IRA and Keogh Accounts
Transmatic Services
Drive-In Facilities

|

[
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c.

STATE THE DAYS AND HOURS THAT THE PROPOSED ASSOCIATION WILL BE OPEN FOR BUSINESS.
THE DAYS AND HOURS THAT DRIVE-IN FACILITIES, IF ANY L WILL BE OPEN FOR BUSINE:

9:00 a.m. - 6:00 p.m. Monday - 'nmrsday
9:00 a.m. ~ 2:00 p.m. and 4:00 p.m. - 8:00 p.m. - Friday

Saturday | ‘ L -

-—Jo

.
L S

9:00 a.m. - 1:00 p.m. -

DESCRIBE 'I‘HE SERVICES PROVIDED BY OTHER ASSOCIATIONS WITHIN THE PROPOSED TRADE AREA IN-
CLUDING THE INTEREST RATES PAID FOR DIFFERENT SAVINGS ACCOUNTS AND THE INTEREST RATES
CHARGED FOR DIFFERENT LOANS. STATE HOW THE PROPOSED ASSOCIATION WILL DIFFER IN THE
QUANTITY, QUALITY AND SERVICES TO BE OFFERED.

ﬁaeservmespmndedbyﬂeoﬁarsmngsaxﬂloanassoaaﬂmm&mttbyalmcmpe—
titive with the services to be offered by Shenandoah, however Shenandosh is a capital-
stock association and the only existing savings and loan is a federal mutual association.
Shenandoah Savings & Loan will be offering a drive-in facility not available with the
ex:LsungSa\n.ngs & ILoan as well as an-site parking. ILonger and more convenient hours are
significant addition o public welfare (AVIEX, the employer of a significant Front Royal
citizens runs three 8-hour shifts from 7:00 a.m. = 3:30 p.m.; 3:30 p.m. - 12:00 p.m.;

and 12:00 p.m. = 7:00 a.m.). The present Federal i & Loan Association hours are
9:00 a.m. - 3:{00 p.m. Monday through Thursday ard 9:00 a.m. - 2:00 p.m. and 4:00 p.m. -
7:00 p.m. Friday with no Saturday Hours.

ﬁxepresentinterestra‘teépaidbyFirstFederalSavimgsareas'fouavs:

Passbock 51/2 %
90 day certificate ($1,000 min) 5 3/4 %
cne-year certificate ($1,000 min) 6 1/2 %
two 1/2 year certificate ($1,000 min) 6 3/4 &
four year certificate ($1,000 min) 71/2 %
six year certificate ($1,000 min) 7 3/4 %

At present First Federal's mortgage loans are offered at 9 1/2 % with additional points
over a 25 year term. Only within the past several months have VA & FHA Federally
guaranteed loans been offered.

- . -—

STATE

-. VII PUBLIC INTEREST (cont” -ved)
14

ROVIDE THE FOLLOWING cno(

INDICATORS OF THE CITY, OR ¢.
N WHICH THE PROPOSED ASSOCIATION WILL BE LOCATED AND GIVE

JNTY, OR METROPOLITAN AREA WITH-
SOURCE OF INFORMATION.

L7EM PAST FIVE YEARS (Indicate Year)

. SOURCE 1976 1975 197_4_1. 1973 197
lation Tayloe Murphy Inst. 18,700}18,400117,900 17,000 16,60
syment Va. Employ. Comm. 7,395} 8,221} 7,517 7,537
Jing Permits Tayloe Murphy Inst. - 462 390 762 431 37
. Value of Tayl )
ling Permits ayloe Mu?hy Inst. 11,360 { 7,010}12,790 6,903 4,45

(2




me Per Capita Sales Management - ss,os; $3,887$3,785 "53,311 $3,06¢

i1 sales (000) | Sales Management 48,062344,505341,552 }50,161 F41,57(

i_ng Dgposits (OOG)F.D.I.C. #52'280: 47,028: 42,901 k37'828 %32,745

ngs In Savings . - : .
M nstitucions (090) FUS.L.I.c. - |s7,063|s5,418)54,227 |s$3,469 | s2,51:

'IVE DETAILS REGARDING RECENT AND PROPOSED HOUSING CONSTRUCTION (sinéle family units and
mitiple units), MORTGAGE ARRANGEMENTS AND TERMS, AVERAGE VALUES OF EXISTING HOUSING, THE
'EMAND FOR HOUSING, RECENT AND PROPOSED CONSTRUCTION OF SHOPPING CENTERS AND INDUSTRZ;AL
'LANTS, INCOME AND EMPLOYMENT LEVELS, TRAFFIC PATTERNS, ETC. ) .

'he organizers have retained Technical Associatés, Inc. to conduct a
‘easibility study and assist in the economic. aspects of the application.
» copy of their feasibility study is included with this application and
contains the information contained in paraqraph F.

VII PUBLIC INTEREST (continued)

LIST ALL THE FINANCIAL INSTITUTIONS WHOSE TRADE AREA 1S OR OVERLAPS WITH THE PROPOSED
TRADE AREA. INCLUDE ALL BANKS AND SAVINGS AND LOAN ASSOCIATIONS.

NAME AND YEAR IN THOUSANDS OF DOLLARS

, TAB- | PISTANCE & 0 ITITAT
_ _LocATIoN  hysuep [ DIRECTION  lorarmoewr]  LOANS DEPOSITS RESERVES
nk of Va.-Warren 1872 ‘ 6/30/77| -16,287 | 25,356 2,309
307 E. Main St. 1872 .7 6/30/76 21,844
610 N. Royal Ave. 1966 1.9 6/30/76 806
rmers & Merchants .
ational Bank
br. of Winchester) 1929 6/30/77| 83,145 137,381 9,870
433 South St. 1969 o2 6/30/76] - 1,848 .
215 N. Royal Ave. 1.0 6/30/76 . 4,320
oples Bank of - _
ront Royal :
232 N. Royal Ave. 1973 1.3 -6/30/77 4,059 5,970 512
rst Federal S&L . ) _
f Front Royal
1 S. Royal Ave. 1963 |. 95  -j12431/76] 7,582 7,368

(23
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The undersigned, being all the directors of the applicant, certify
- that the statements contained in this .application are true to the best

of our knowledge and belief.

. . 9
Print or type name , atupé __ //
Eric F. Adamson M—
Charles G. Russell J
I./. P e z
William F. Pumphrey 4 /J/WW .” s A1

Kermit W. Nichols 1) M |
Ottmar H. Dengel _@g’&_ﬁ_&,‘% 1 £
(g PESA

James L. Fox, Jr. 1'.4.{.

Bradley K. Haynes Y. L .r/...... <

Charles M. Huber /M 4. é
Edvard M. Vathews M, 27/

Smes B, WS ,.- waA

Phillip E. Wine /»oxu

Dated eprvary 7, , 198

(24
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CERTIFICATE

The undérsigned Directors do certify and acknowledge

that they have read and booklet prepared by the Bureau of
Banking concerning their responsibilities as Directors of a
Savings and Loan Institution and shall faithfully strive to

fulfill all of their duties and responsibilities at all

i

mLWDM7

ERIC E. AMS

CHARLES B. RUSSELL

7.
//"//; e ‘v 5 ,.)rL B/{/ yv

WILLIAM F. PUMPHREY ./

,;ff‘ )
KERMIT W. NICHQLS - h EDWARD M. "TED" MATHBWS

Hooirel

DR. OTTMAR H. DENGEL

D.D.

0"

7/ e{/}/’

.‘WINE, D.D.S.
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. EB!CE.ADAMSON Ammcy bﬂnmdﬂnﬁwﬁkwﬂlﬂwﬁmdiﬁc
_E. Adamson, P.C. A graduate of the University of Virginia (B.A., J.D.) and
mwummmwy.us.maumsu
Associations: Virginia,- American, and Front-Royal-Warren County. He is' a
@rector of the Front Royal Rotary Club and the Northern Virginia Lung Associa--
-, tion, and is. a Trustee of Warren Memarial Hospital. He resides with his wife,
MMM%@MC@M&MML :

CHARLES B. RUSSELL attended the University of Delaware and Goorge:
Washington University, mmmmmn@mw
. thRoyalfonwmy-ﬁwym He was elected to the Town Council from -
71956 to 1960 and also served as Mayor. Awnbuofdnﬁmt.ﬁoyulkm
he serves on the Finance and Executive Committee of Warren Memorial Hospi-
n!andbmﬂbecCh&mndﬂuBoud.Hcandhbwlfc anes. .

‘v,

)

: mammmmmmdmum
_ aB.S. in Business Administration, majoring in Economics. He was employed for -
" ten years 'with Goodysar Tv & Rubber Company and has been in retail suto-- .
- motive management for th Maimmmths%mmufor
.- -Jack Evans Chevrolet-Cadilizz . * ‘g a member of Front Royal Rotary Club and
'dFmealUnMM ameh. He tives in Front Royal, Virginia with

mmw.mcnowuamdmmmrmcmm and for
“the past 15 years has been associated with the Front Royal Federal Credit Union.
Currently Vice Mayor of Front Royal, he is also Treasurer of the Lord Fairfax .
thmmemmhdonudbmingmﬂnﬁmed-Wmanw_
UMGM&M.ASW«&AMW&M%N&

mm&nmmbmammnynmm
. Naval Surface Wezapons Canter, Stiver Spring, Maryland. Educated at Technical
_ Untversity in Munich, Germany, he has to his credit 32 publications. and ten U.S.
‘patents. He is 2 member of the American Physical Society and the American
.. Association for the Advancement of Science. His wife, Gisela, hapucﬁdng
mnmwwmmmmm«mmm
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T 5 hares of ‘stock in
_ngnheapuaﬁoq(Shenandoah).a-nmct :
devebohnand : . aggregste purchase price of
- - = bmp:hoddpuvducdswm paid in _
- anphsdszwandmganhtlmd'm of $.50. The subscriber agrees to pay ten per-
. cent (10%) of the purchase price with this subscription, maddﬂonaltwuuypmmm%)whm
&cmuc«uﬁuhkhudandhbakmwhmabdhbyﬁnwd

.
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mLm&ﬂ.hMdecthmCmﬁmh
Front Royal, Virginia. Educated in Warren County and the University of Vir-
“ ginia; he returned to Front Royal and worked as. Superviscr with FMC Corpora-
54 - ton. After managing Commonwealth Corporation for many years, he purchased

P2y '~hmny.ﬂcbatddmtdﬁmkoydabngw&hwﬁ,m and *
two children.

-A-mdhubearaudmumhl’mtkoydmlm He has been active-
' .ha!p!medndm”dmonmdbhadmtof&&ihyne
" . Corporation. For many years ha has been a partnar in the Front Royal develop- -
._:mmﬁdeayn&AndasonAmdachmhm&anhﬁmmw.-

- DR. CHARLES M. HUBER, Internist, wgﬁmﬂdh@ﬂnmw‘d‘
" ‘Michigan in the School of Pharmacy. In 1968 he was graduated from the Medt-
.- cal College of Virginia and began practicing Intemnal Medicine. He served as 2
medical officer in the U.S. Navy and has been in private practice in Front Royal

.JAMESE.WILLIAMS D.D.S.l\ubccnldvcaaﬁultkoyalw{w
* the past nineteen years and belongs to several professional- dental organizations.
. "He has served as President of the Front Royal Chamber of Commerce,. the
- Rotary Club, the Front Royal Cancer Society and the Front Royal Jaycees. In”
3 1960, he-received the Distinquished Service Award for outstanding community

- service. He has besn active in the Calvary Episcopal Church and has served as
.: i3 Senjor Wardenr. He has also been active in investment real estate for me past
'Mml‘h“lﬁw&.%ﬁy MhFlaﬁquudﬂlMi«rdﬁdl«L

'l’llll.l.l? E. WINE. D.D.S.. wagndumd from
from the Georgetown College of Dental Sizgery, Cumme Laude, In 1965. A.'~
..mdmwmﬁomkoydmlmnr Wine is 2 member of Omicron
*.Kappa Upsilon Sociaty, American Dental Association, and Shenandozh Valey
Dental Association. Hckvswﬁnhbwlfc.ﬂuﬂoﬂl andfoudlﬂdmhﬁmu

(<9

g

- ‘since 1975. He-is 3 delegate to the Virginia Medical Society and is on the Board R
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MMWMWMMWMmeNmM3 1977...%@:.:0& 0
Waﬂphmbmbbﬁc&hwmbamde&gn
.hﬁmuaavhgsmdlomuodaﬂon Atthcpnumlm Mbwmmmmmm

spurt
Washington, D.C.Medddnﬁmsdmforwmmlm wi&ﬂnmpommdncto
* open kr 1982.. Along with population growth, the following economic factors are on the uptrend: retail - ‘_' i
. sales, housing units, effective buying income, mdhmlmgdmﬂndngkuvhwamlbmmdaﬂon CL
amwmwumwmmmmmmaumw t
_MMWMdn«mﬂmmw”muMdm -
..Slm«hs&LphmbwwHUmuhdﬂnmwﬁmmmdedfammwm- g%
: mhwﬂmhdhdﬂcsmdhounmbﬁuﬂmﬂndwdopmﬂmdmdﬁuﬂﬁwﬂ- .

. - . o il .
MS&L&M~3MM°&&&«MMMMM -roolbeby-pusof
MMRMMMMMMM&OWMM.WMMBMm
’mmMmAWhﬂmmwﬂMﬂMmﬂm&my +» v offices of the -
uudant

SIZSOPaMMWdSIONMDGPM&wnpdd-hanpluu\dsﬁobmnla-

tional expense fund. Shenandoah S&L intends to fully subscribe its capital stock to raise $1,000,000 before. .
,mhmwhmbMWhﬂthmmeﬁl_4.'_‘ "
.?MAMM&MEMMMmMumm&m“,
~nwhwmmmumwmmmmdummm3m
md&mmﬁnmmwd'm-ﬂ.m be-responsible for all- .
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Sidney A. Baitey
Commissioner of Banking

State Corporation Commission
. Sureau of Banking
it TN I v 800 Blanton Building
Waiter Wightman . R - : Richmond, Virginia 23219
Deputy Commissioner-Consumer Credit

Ralph S. Jessee
First Deputy Commissioner

April 26, 1978

The Honorable Sidney A. Bailey
Commissioner of Banking
Bureau of Banking

State Corporation Commission
800 Blanton Building

Richmond, Virginia 23219

Re: Application of Shenandoah Savings and Loan Association for
a certificate of authority to commence savings and loan
business at the east side of Commerce Avenue (Rt. 522) 400
feet south of its intersection with Route 55, Town of Front
Royal, Warren County, Virginia.

Dear Sir:

In.accordance with your instruct:l.ons I have investigated the captioned
appl:.cation and file the following report:

ORGANIZERS AND MANAGEMENT

Organizing Directors

The idea for the organization of Shenandoah Savings and Loan Association
was conceived by Eric Adamson, a young attorney who has been living and working in
Front Royal since the end of 1974. According to Mr. Adamson a number of real
estate agents mentioned to him that there is a lack of mortgage financing in the
Front Royal area and that the area needed another thrift institution. Mr. Adamson
got together a group of approximately fifty persons who elected eleven persons to the
organizing Board of Directors.

The names, addresses, ages, occupations and subscriptions of the directors
are given in the following page. :

As the table shows, the proposed Board of Directors consists of elewen
persons. Nine of the eleven directors live in Warren County, one in Rappahannock and
one in Frederick County. However, all the directors work in Warren County, with the

- exception of Dr. Dengel who works in Maryland. The ages of the directors range
from 30 to 60, the average and median age both being 45. The occupations of the
eleven directors range from law and real estate to dentistry and insurance sales.

21




PROPOSED DIRECTORS OF SHENANDOAH
SAVINGS AND LOAN ASSOCIATION
FRONT ROYAL, WARREN COUNTY

OCCUPATION DIRECT SUBSCRIPTION

- DIRECT AND INDIRECT

NAME AND ADDRESS AGE SUBSCRIPTION
1. Eric E. Adamson 30 Attorney, Front Royal $5,000 $18,562.50
Front Royal -
2. Charles B. Russell 54 Russell Insurance Agency $6,100 $14,062.50
Huntley, Rappahannock. Front Royal
County
3. William F. Pumphrey 47 Sales Manager, Jack-Evens $12,500 $15,375.00
Front Royal ' Chevrolet-Cadillac, Front
' Royal
4. Kermit W. Nichols 51 Su{:ervisor with Avtex Corp. $12,500 $12,750.00
Front Royal Front Royal }
5. Dr. Ottman H. Dengel 45 'Naval Surface Weapons Center $12,500 $25,000.00
Front Royal Silver spring, Maryland
6. James L. Fox, Jr. 40 President Commonwealth $12,500 $17,375.00
Front Royal Lumber Corp., Front Royal o
7. Bradley K. Haynes _ 44 Real Estate Broker and $6,187.50 $12,500.00 C_‘Q
Middletown, Frederick Developer : -’
County ,
8. Dr. Charles M. Huber 36 Internal Medicine $125500 $12,500.00
Front Royal Front Royal
9. Ted Mathews 60 Clexrk of Warren County
" Front Royal Circuit Court, Front Royal $12,500. $12,750.00
10, James F, Williams, D. D, S. 46 Dentist $12,500 $19,250.00
Front Royal Front Royal :
11. Phillip E, Wine, D. D. S. 44 Dentist . $6,250 $18,750.00
Pront Royal Front Royal
| TOTAL $99,787.50 $178,875.00




Total direct subscriptions of the eleven directors amount to nearly $100,000 and
direct and indirect subscriptions amount to $178,875. No single director and his
interests or a combination of directors and their interests subscribed to an
‘excessive amount of stock.

Each of the directors read the booklet on the responsibilities of directors
furnished by the Bureau of Banking, subscribed to his qualifying shares and furnished
the Bureau of Banking with financial statements and biographical information. Nothing
detrimental was found about the directors.

The Chief Executive Officer

As of this date the applicant has not submitted the name of the Chief
Executive Officer.

Offering Circulars

Two offering circulars used by Shenandoah Savings and Loan Association in
soliciting subscriptions to stock contain misleading statements. In addition, while
this economist is not an expert in drafting offering circulars, has reservations as
to the adequacy of the disclosures made by the applicant. The above were pointed out
to the applicant association.

THE PROPOSED STRUCTURE

Capital Structure

Shenandoah Savings' and Loan Association was incorporated on Novem .. 3,
1977. The maximum capital stock authorized by its articles of incorporation is $1.2
million divided into 120,000 shares, having a par value of $10.00 per share.

Initially the organizers offered for sale 60,000 shares which were fully
subscribed in a short period of time. Subsequently, the organizers offered another
20,000 shares for sale. The 80,000 shares offered were fully subscribed by 525
persons. All the shares were subscribed at $12.50 per share, with total subscriptions
amounting to $1.0 million.

According to the applicant,expected subscriptions on opening date would be
$1.1 million dollars of which $880,000 will be credited to capital stock and $220,000
to surplus. The proposed capitalization is approximately 31.0 percent of projected

~ deposits at the end of the third year of operations and seems adequate.

An examination of the subscribers list submitted to the Bureau of Banking
reveals that the great majority of the subscribers either work or live in Warren
County and the stock is widely distributed among a high number of investors.
Approximately 83.0 percent of the subscribers live or work in Warren County,
subscribing to 61,920 shares or 77.7 percent of total subscriptions. The high number
of subscribers and the wide distribution of the stock is an indication of public
support and an assurance that the proposed institution will not be controlled by
a single individual or family.




Location and Premises

Shenandoah Savings and lLoan Association has an option to purchase a lot
from Land Futures, Inc. for the purpose of establishing its savings and loan quarters.
The land is located on the east side of Commerce Avenue (Route 522), approximately 400
feet south of its intersection with Route 55, Town of Front Royal, Warren County,
Virginia. The lot has a frontage of 150 feet on Route 522 and a depth of 150 feet.
The agreed purchase price is $78,750 or $3.50 per square foot. The applicant
association hds also a lease agreement but ind:n.cated to this economist that it will
exercise its purchase option.

The applicant will construct a free standing building of approximately
2000 square:feet. ‘It will contain offices, a lobby area and a drive-in window. Adequate
parking will be provided. According to the applicant, the cost of construction will
be approximately $80,000 or $40 per square foot. Thus the total cost of land and
building will be approximately $158,750. .

Investment in Furniture , Fixtures, and Equipment

According to the applicant the total investment in furniture, fixtures,
and equipment will be approximately $39,500. In the opinion of this economist the
estimate is on the low side.

Organi zai;ional Expenses

According to the applicant orga.nizational expenses will be approximately
$22,000, allocatéd as follows:

Attorney fees $ 7,500
Consultant fees 3,500
Preopening salaries . 5,000
Advertising and Promotlon.. 2,500
SCC application fee 2,500
Other 1,000

$22,000

In the opinion of this economist the above estimate is on the low side.
First the applicant association has spent $6,098 mainly for advertising, promotion
and state fees, already exceeding its estimates for those items. Second, preopening
salaries will probably run to more than twice the estimated amount. This economist
estimates that organizational expenses may approach $40,000 by opening date.

Future Earnings Prospects

The earnings of the proposed savings and loan association will primarily
depend on the generation of savings, the demand for mortgage loans and interest rates,
operating expenses and management. According to the applicant Shenandoah Savings and
Ioan Association will generate the following savings in the first three years of
operation:

Savings : First Year Second Year Third Year

Year-end savings $1,500,000 $2,500,000 $3,500,000
Average Savings . $1,000,000 $2,000,000 $3,000,000

Based on the above projections, which seem realistic, the applicant estimates
the following income and expenses for the first three years of operation:
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ESTIMATED INCOME AND EXPENSES

1 ESTIMATED AMOUNT
DESCRIPTION First Year | Second Year | Third Year
GROSS INCOME(@9% of total estimated ' ' -
average assets) '$157,500 $247,400 $341,350
EXPENSES:
Salaries and benefits $ 44,000 $ 48,400 $ 53,240
Interest on savings deposits (@6%) 60,000 120,000 180,000
Net occupancy expense ' 9,200 9,750 10,300
Furniture & quipment(deprecnatzon, rental, etc) 2,500 2,500 2,500
Advertising 3,000 3,000 3,000
Telephone 1,200 1,300 1,400
Legal 1,000 1,000 1,000
Postage 1,000 1,100 1,200
Computer services 2,500 3,000 3,500
Miscellaneous {Capital taxes & audit fees, etc) 12,500 13,000 13,500
Net organization expenses (First Year Only) 22,000 0 0
TOTAL ESTIMATED EXPENSES $158,900 $203,050 $269,640
ESTIMATED NET PROFIT (OR LOSS) ($ 1,400) $ 44,350 $ 71,710

According to the applicant the proposed association will lose $1,400 the
first year and realize $44,350 and $71,710 profit the second and third year respectively.
In the opinion of this economist the applicant's profit and loss estimates are optimistic
because operating expenses will be higher than anticipated. First year losses may
reach $25,000 while second and third year profits may be around $16,000 and $22,000
respectively.

The estimates of this economist are based on the assumptions that only
¢ne of the two applicant associations will open for business and either of the two
@ssociations will generate $1.5 million savings at the end of the first year, $2.5 millior
at the end of the second year, and $3.5 million at the end of the third year. The
estimated lower first year losses of Front Royal compared with Shenandoah, are a result
of Front Royal's accumulated income from paid-in subscriptions since 1968.

ECONOMIC AND FINANCIAL CONSIDERATIONS

Intruduction

‘The Town of Front Royal is the proposed site for two thrift institutions now
under organization - Front Royal Savings and Loan Association and Shenandoah Savings
and Loan Association. " Front Royal lies almost in the geographical center of Warren
County, Virginia and serves as the county seat. The 1975 population of Front Royal
was 9,272.

Warren County lies in northwest Virginia. It is bounded to the north by
the counties of Fredevick and Clark, to the south by the counties of Page, and
Rappahannock, to the east by Fauguier County and part of Rappahannock County and to the
west by Shenandoah County. Warren County has a land area of 219 square miles, mainly
mountainous. Its 1976 population was 18,700 (the population of Front Royal included).

Economic Base

The economy of Warren County is not well diversified. It depends heavily on
manufacturing which accounts nearly for half of the non-agricultural wage and salary
employment. Apart from manufacturing, other basic industries, but of much lesser
_importance to the area economy, are agncu(ltu:;al and tourism.

OO



Table I presents the employment structure for Warren County for the years
1973 through 1976. As of March 1976, the manufacturing sector employed 2,598 persons.
This constituted 46.2 percent of total non-agricultural employment, compared with ap-
proximately 20.0 percent in Virginia. The manufacturing sector was dominated by a single
firm, American Viscose, Division of FMC Corporation, manufacturer of man-made fibers.
This single firm employed more than one thousand persons, or nearly a fifth of total
non-agricultural employment in Warren County. :

Apart from manufacturing, agriculture and tourism are considered basic
industries since they result in an inflow of money into the area. Livestock is the
main source of agricultural income. But the significance of agriculture to the area
economy is diminishing. Tourism is expanding. The location in Warren County of such
tourist attractions as the Skyline Caverns, the entrance to the Skyline Drive, and
Shenandoah National Forest attract thousands of tourists into the area, supplémenting
the income of area residents. ,

~ - s

One factor which may help the development of Warren County is the completion
of Interstate 66 which will link Warren County with the Washington SMSA. Recently,
there has been renewed interest by major firms to establish plants in the area. 1In fact,
Dupont has recently exercised its option on an industrial site near Front Royal. If
approved, this particular plant will employ 300 persons. The establishment of more
plants in the area will help diversify the manufacturing sector. Furthermore,
completion of Interstate 66 will bring more tourists into the area and also more
residents from the Washington, D. C. area. The impact of these developments is bound to
be felt by other sectors of the local economy, such as the services, building
construction, and trade sectors.

Population

The population of Warren County seems to be increasing at a substantially
higher rate inm the 1970's than the previous two decades. Estimates by Tayloe Murphy
Institute, presented in Table II, show the 1976 population of Warren County at 18,700,
compared with 15,301 in 1970, 14,655 in 1960 and 14,801 in 1950. This constitutes an
increase of 22.2 percent in the 1970-76 period, compared with an increase of only 4.4
percent in the 1960-70 period and a decline of 1.0 percent in the 1950-60 period. Thus
the population of Warren County has been growing at an increasing rate from decade
to decade. '

Projections by the Virginia Department of Planning and the Budget show a
continuation of the upward trend. but at a slightly lower rate. It is projected that the .
population of Warren County will reach 21,500 persons by 1980 and 28,200 by 1990.

Income

The impressive increase of population was accompanied by an equally
impressive increase of personal income. While in 1970 personal income in Warren
County was $49.7 million, ‘it increased to $94.6 million in 1975. This constituted a
90.3 percent increase, compared with 66.1 percent increase in Virginia.

Per capita income, which is income adjusted for population changes, also
experienced a healthy growth in Warren County. While in 1970 per capita income in Warren
County was $3,243, it increased to $5,133 in 1975. This constituted a 57.7 percent
increase, compared with 55.9 percent increase in Virginia.

However, as Table III shows, per capita income in Warren County is still
below average, representing 88.4 percent of the state average figure. But as the same
table shows, the gap between the per capita income of Warren County and Virginia is
narrowing. _ Lo '




Bank Deposits and Savings in Thrift Institutions

Perhaps the most important indicator of the banking potential of an area
-is the past growth of banking deposits and savings in thrift institutions. As Table
IV shows bank deposits in Warren County, just like population and income, have been
growing at an accelerated rate. In the 1950's bank deposits increased from $6.8 million
t? $12.1 million or by 77.8 percent. 1In the 1960's bank deposits increased to $24.0
million or by 98.0 percent. In the 1970-77 period bank deposits increased to $60.9
million or by 153.5 percent in a seven yYear period. The percentage increase in the
1970's was substantially higher than the percentage increase in Virginia.

Similarly, savings in the single thrift institution in the county grew at
an accelerated rate. First Federal Savings and Loan Association did not grow much
in the 1960's, but in the 1970's its savings increased from $1.5 on May 31, 1970 to
$9.3 million on December 31, 1977 - (Table V).

Housing

) Just like population and other economic indicators discussed, the housing
industry got a big boost in the 1970's. Table VI shows the number of housing units
authorized in the county. Between 1970 and 1976 approximately 2,780 housing units were
§uthorized in Warren County. As the table shows the number of housing units was
increasing through 1974 when they reached 762 units and then declined. However in 1977
the number of housing units authorized started rising again. With population growing at
an increasing rate, the demand for housing is expected to remain strong.

Retail Sales

Unlike other indicators examined, retail sales in the 1970-76 period grew
at a slower rate than Virginia. 1In 1976 retail sales in Warren County were estimated
at $48.1 million, compared with $31.0 million in 1970. This constituted a 55.0 percent
increase, as compared %o 99.1 percent experienced in Virginia.

Financial Institutions in Warren County

There are three banks with six banking offices, one thrift institution
with one office, and one credit union in Warren County, all located in the Town of
Front Royal. They are: (1) Farmers and Merchants National Bank; (2) Bank of Virginia-
Warren; (3) Peoples Bank of Front Royal; (4) First Federal Savings and Loan Association
of Front Royal; and (5) Front Royal Federal Credit Union.

Farmers and Merchants National Bank has its main office in Winchester. It
is part of F & M National Corporation, a bank holding company. Farmers and Merchants
has three branches in the Town of Front Royal. As of June 30, 1977 these three branches
had $30.0 million in deposits, controlling 49.3 percent of total county bank deposits.

The second largest bank in terms of deposits is Bank of Virginia-Warren.
This bank has its home office in Front Royal and is an affiliate of the Bank of Virginia
Company, a Richmond-based bank holding .company. It operates two offices in Front Royal.
As of June 30, 1977 Bank of Virginia-Warren had $25.0 in deposits, controlling 41.0
percent of total county bank deposits. Bank of Virginia-Warren has been experiencing
healthy growth in the last three years. The total deposits increased fraom $20.3
million at the end of 1974 to $28.3 million at the end of 1977. Earnings have also
been above average, compared with similar size banks. In 1977 net income after taxes
was $411,000, compared with $409,000 in 1976, $371,000 in 1975 and $350,000 in 1974. In
all four years net income after taxes was above 1.4 percent of average assets, compared

* with approximately 1.0 percent éxperiénced by similar size banks in Virginia.
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Peoples Bank of Front Royal is a locally-owned, independent bank which .
opened for business on March 31, 1973. In its nearly five years of operation, Peoples
Bank has been experiencing a healthy growth of deposits. As of December 31, 1977, its
deposits reached $7.0 million, compared with $5.1 million at the end of 1976, $3.5
million at the end of 1975, and $2.6 million at the end of 1974. This bank has been
profitable in the last four years, experiencing above average earnings, compared with
similar size banks. In 1977 net income after taxes was $70,000 compared with $35,000
in 1976, $20,000 in 1975 and $15,000 in 1974. In 1977 net income after taxes was 1.1
percent of average assets, compared with approximately 0.6 percent experienced by similar
size banks in Virginia. The bank paid a cash dividend in its fourth and fifth year of
operat:n.ons (1976 and 1977).

The only thrift institution in the county is First Federal Savings and Loan
Association of Front Royal, operating one office. This association opened in the mid-
1960's. Its growth in the 1960's was insignificant. As of May 31, 1970 its savings
were only $1.5 million. However, in the last few years, First Federal experienced a
healthy growth. As of December 31, 1977 its savings were $9.3 mlh.on, compared with
$7.4 million at the end of 1976 and $5.7 million at the end of 1975. This association
has been profitable for a number of years. 1In 1977 First Federal increased its net
worth through earnings by $134,000, compared with $80,000 in 1976, $70,000 in 1975, and
$37,000 in 1974. As of December 31, 1977 its net worth was $424,521 or 4.6 percent of
savings, satisfying federal requirements.

- First Federal was visited by this economist on January 25, 1978 and on
February 24, 1978. Management stated that First Federal offers savings certificates at
the maximum rate allowable by law but it compaunds them on a quarterly basis. 1In other
words, the effective rates are slightly lower than the maximum allowable by law. Manage-
ment also stated that the demand for mortgage loans exceeds the growth of savings. Con-
ventional 80.0 percent mortgage loans were being offered at 9.5 percent, which was
slightly higher than the prevailing rate in Virginia metropolitan areas where :competition
is acute. In 1977 First Federal closed 207 loans, most of them in Warren County. Manage-
ment also stated that First Federal will provide drive-in services and parking facilities
in the very near future and that i will open a branch in Winchester in July, 1978.

From the above it can be seen that a new thrift institution in Front Royal
will give a second choice to area residents and increase competition without undue injury
to existing institutions.

Opposi tion

The application of Shenandoah Savings and Loan Association is opposed by the
following institutions: (1) First Federal Savings and Loan Association of Front Royal;
(2) Farmers and Merchants National Bank, Winchesteér; (3) Peoples Bank of Front Royal; and
(4) Front Royal Savings and Loan Association (organizing). The above institutions have
asked for a public hearing to express their views.

Shenandoah Savings is the second association applying for a certificate of
authority to commence business in Front Royal. - The other association is Front Royal
Savings. Both applicants are opposing each other and both applicants are opposed by the
same institutions. Therefore, a joint public hearing would be in order.

Summary and Conclusions

In the 1970's there has been an economic upsurge in Warren County. While in
previous decades the economy of Warren County was growing at a below average rate, in the
1970's the economy of Warren County started growing at a well above average rate. This
is demonstrated by the growth of populat:.on, personal income, per capita income, buildi}ng
permits, bank deposits and savings in thrift institutions. The economic upsurge is
probably associated with spillovers from the Washington, D. C. area and there are indi-

' cations that growth will continue. GRS
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The level of economic development and growth can support a second thrift
institution in Warren County without undue injury to existing institutions. The only
thrift institution in the area, First Federal is growing at an accelerated rate and has
been profitable for a number of years. Peoples Bank of Front Royal which opened for
business on March 31, 1977 is experiencing a healthy growth. This bank has been
profitable for a number of years, experiencing above average earnings, compared with
similar size banks. The bank paid a cash dividend in its fourth and fifth year of oper-
ations (1976 and 1977). Bank of Virginia-Warren is also growing at a healthy rate
and earning above average, compared with similar size banks. The branches of Farmers
and Merchants National Bank, Winchester have above $30.0 million deposits, controlling
~ nearly half of the bank deposits in the county. They are not expected to be affected

detrimentally.

In the opinion of this economist one additional thrift institution in Warren

County will result in an increase of competition without undue injury to existing
institutions. The benefits to the public will outweigh the disadvantages associated

with inefficiency and unfair competition.

It must be noted that Shenandoah is the second association applying for a
certificate of authority to commence savings and loan business in Front Royal. Both
applicants are opposing each other and both applicants are opposed by the same in-
stitutions. Each applicant claims that its application is better than the other one
and that evidence: to that effect will be presented at the public hearing. The opposition
claims that there is no need for an additional thrift institution in Front Royal and
that evidence to that effect will be presented at the public hearing. Since additional
evidence will be presented at the public hearing, this economist refrains from offering

a recommendation at this stage.

Respectfully submitted,

Nodabon € /?u‘.,a—'é

Nicholas C. Kyriakides
Economist
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POPULATION AND EMPLOYMENT DATE

TABLE I

MARCH

WARREN COUNTY

March March March March
1973 1974 1975 1976
DATA BY PLACE OF RESIDENCE:
Population 17,000 17,900 . . .-18,400 . 18,700
Total Employment 7,537 7,517 8,221 7,395
Nonagricultural Wage & Salary Employment| 6,587 6,626 6,701 6,529
ATA BY PLACE OF WORK:
Nonagricultural Wage & Salary Employment 5,728 5,754 5,777 5,624
Manufacturing 2,945 2,898 2,628 2,598
Durable Goods 377 264 215 237
Lumber 35 * * *
Furniture * * * *
Stone, Clay & Glass Prod. * & * *
Primary Metal Prod.
Fabricated Metal Prod.
Machinery, except Electrical
Electrical Machinery
Transportation Equipment
Miscellaneous Manufacturing
All Other Durable Goodst 342 264 215 237
Nondurable Goods 2,568 2,634 2,413 2,361
Fc~d 98 106 93 99
Tc' =70
Te.: ' -: « * *
BAppasel * - * * *
Paper
Printing * * *
Chemicals * * *
Rubber & Plastics . _ *
All Other Nondurable Goodst 2,470 2,528 2,320 2,262
- Nonmanufacturing 2,783 2,856 3,149 3,026
Mining * _
Contract Construction 297 305 274 294
Transportation & Public Utilities 176 171 172 162
Wholesale & Retail Trade 960 910 960 941
Finance, Insurance & Real Estate 113 127 183 145
Service 4ﬁ§§1 696 735 696
Government 576 610 783 780
Federal 53 63 84 83
State 141 155 163 153
Local 382 392 569 544
All Other Nonmanufacturingl 30 37 9 8

l1ncludes the sum of those industries denoted by an asterisk and/or not otherwise specified.
Industrial groups are not broken out if the employment could identify individual firms.

Source:

Note:

All data subject to revision.

.40

Manpower Research, Virginia Employment Commission, September, 1977.




TABLE II

POPULATION
WARREN 'COUNTY

Year Population Percentage Change

1952 14,801 -

1960 14,655 (-1.0)

1970 15,301 4.4

19761 18,700 22.2

19802 21,500 15.0

19902 28,200 31.2

;Estimated by Tayloe Murphy Institute.

2Projections by Virginia Department of Planning and Budget

Source: U. S. Bureau of the Census; Tayloe Murphy Institute; Virginia Department of

Planning and Budget.

TABLE III
PER CAPITA INCOME
WARREN COUNTY

Warren County - Index
Year Per Capita Income (Virginia=100)
1952 $1,234 102.9
1962 $1,740 85.1
1970 $3,243 87.4
1975 . $5,113 88.4
Source: Tayloe M rphy Institute.

TABLE IV

BANK DEPOSITS
WARREN COUNTY

Mid-Year Bank Deposits Percentage Change
1950 $ 6,822,000 -

1960 $12,131,000 77.8

1970 $24,024,000 98.0

1972 $32,745,000 36.3

1973 $37,828,000 15.5

1974 $42,901,000 13.4

1975 $47,028,000 9.6

1976 $52,280,000 11.2

1977 ' $60,898,000 16.5

Source: Federal Deposit Insurance Corporation

a1




TABLE V
SAVINGS GROWTH

FIRST FEDERAL SAVINGS AND LOAN ASSOCIATION OF FRONT ROYAL

WARREN COUNTY

Year Savings
May 31, -1970 $1,538,000
May 31, 1971 $1,906,000
May 31, 1972 $2,511,000
Sept. 30, 1973 $3,469,000
Sept. 30, 1974 $4,217,000
Sept. 30, 1975 $5,418,000
Sept. 30, 1976 $7,063,000
Dec. 31, 1977 $9,267,000

Source:

Federal Home Loan Bank Board.

1977 savings was taken from a call repo~t of

First Federal Savings and Loan Association of Front Royal.

TABLE VI

HOUSING UNITS AUTHORIZED

WARREN COUNTY

Year Number of Housing Units
1970 309
1971 341
1972 374
1973 431
1974 762
1975 390
19761 173
19772 206

lmhe 1976 figure was given in writing to this economist by County Administrator J. Ronald

George who stated that the 1976 figure cited by Tayloe Murphy is incorrect.
*

27he 1977 figure does not include the Town of Front Royal. According to the Town Engineer

the Town of Front Royal issued 132 building permits in 1977.

the building permits were for new housing units.

Source:

Tayloe Murphy Institute; Warren County Administrator; Town Euagineer of Front

Royal.

It is not known how many of
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State Corporation Commission
Bureau of Banking
800 Blanton Buliding
Richmond, Virginia 23219

April 27, 1978

The Honorable Sidney A. Balley
Commissioner of Banking
Bureau of Banking

800 Blanton Building

Richmond, Virginia 23219

Re: Application of Front Royal Savings and Loan Association
for a certificate of authority to commence savings and
loan business at the northwest corner of Commerce

Avenue and Sixth Street, Front Royal, Warren County,
Virginia.

Dear Sir:
In accordance with your instructions I have investigated the
subject application and file the following report:
ORGANIZERS AND MANAGEMENT

History and Organlzatlon

Front Royal Savings and Loan Association was incorporated on
.September 23, 1968. On December 1, 1972 Front Royal Savings and Loan
Association applied to the State Corporation Commission for a certificate
of authority to commence business on the northwest corner of Commerce Avenue
and Sixth Street, Front Royal, Warren County,*Virginia. The application was
opposed by Farmers and Merchants National Bank, The Peoples Bank of Front
Royal, and by First Federal Savings and Loan Association of Front Royal.
A public hearing was held on September 24, 1973 and by order of the State
Corporation Commission dated October 3, 1973, the application was denied
- on the basis of no publlc need for additional savings and loan facilities
" in the community. :

After the denial the Bureau of Banking was informed by letter
dated October 23, 1973 that the applicant will not appeal the decision of
the State Corporation Commission but rather wait the full twelve-month
period before again applying for a certificate of authority. After dis-
solution of the association on May 31, 1977, it was reinstated on June 13,
1977. The new application was filed on December 22, 1977.

L4 .
4 . -
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The Organizing Directors

s

~ The idea for the organization of Front Royal Savings and Loan
Association was conceived by Ronald S. Gilliam, a real estate broker and
Mr. Gilliam is credited with recruiting the
other members of the board. Their names, addresses, ages, occupations and

businessman from Front Royal.

subscriptions are shown below:

PROPOSED DIRECTORS OF FRONT ROYAL
SAVINGS AND LOAN ASSOCIATION

Indirect
Name and Direct and Direct
Residence Age Occupation Subscription Subscriptions
1. Ronald S. Gilliam 45 Real Estate Broker §. 25,000 $ 74,000
Front Royal " and Businessman '
' Front Royal
2. J. William Gilliam 42 Attorney, Fairfax $ 46,875 $ 46,875
Clifton, Fairfax
County
3. Samuel J. Baggarly 35 Manager, Gilliam $ 37,500 $ 37,500
Front Royal : Lumber Company,
Front Royal
4. Arnold M. Williams, Sr. 40 Assistant County $ 12,500 $ 13,750
Front Royal Administrator
. Front Royal -
5. Frank H. Brumback 54  Farmer, Winchester $ 46,875 $ 46,875
Winchester :
6. David L. Wines . 43 Owner, Bookkeeping $ 25,000 $ 26,500
Front Royal : firm, Front Royal & :
Culpeper
7. Francis D. Hall - 48 Route Salesman, ''$ 46,875 $ 50,000
Front Royal : Royal Palace
Cleaners, Front
Royal
8. Kent E. Coons : 35 Restauranteur $ 37,500 $ 40,750
Front Royal Front Royal '
TOTAL $278,125 " $336,250
,’:
Lw




As the table shows the proposed Board of Directors consists of
eight persons. They all live and work in Warren County, with the exception:
of J. William Gilliam and Frank H. Brumback who work and live in Fairfax
" County and the Winchester area respectively. Mr. J. William Gilliam, however,
has family business in Warren County. The ages of the eight directors range
from 35 to 54, the average age and median age being 43. The occupations of the
eight directors range from real estate and law to farming and bookkeeping.
Total direct subscriptions of the eight directors amount to $278,125 and direct
and indirect subscriptions amount to $336,250. Two of the directors, Ronald
and William Gilliam are brothers and Director Samuel J. Baggarly is the manager
of a Gilliam company. The three related directors and their interests
subscribed to $158,575 or 13.6 percent of expected subscriptions on opening
date. The relationship of three of the eight directors and their substantial
subscriptions raises the question whether the board is representative of a
cross-section of the community and also the question of potential control by
the three directors and their interests.

Each of the directors read the booklet on the responsibilities of
directors furnished by the Bureau of Banking, subscribed to his qualifying
shares, and furnished the Bureau of Banking with financial statements. The
proposed directors were investigated. ‘Nothing detrimental was found about
" the directors. However, proposed Director Frank H. Brumback failed to list
on his financial statement a substantial amount of contingent liabilities.
Mr. Brumback is a director of the Bank of Frederick County and a directorship
with the proposed thrift institution may be in violation of Section 6.1-2.6
of the Virginia Savings and Loan Act which goes into effect on July 1, 1978.

The Chief Executive Officer

As of this date the applicant has not submitted the nam: «* the
proposed Chief Executive Officer.




THE PROPOSED STRUCTURE

Capital Structure

. The maximum capital stock authorized by the amended articles of
incorporation of Front Royal Savings and Loan Association is $2.0 million
divided into 200,000 shares, having a par value of $10.0 per share. As of
January 10, 1978, 517 persons subscribed to 84,117 shares at $12.50 per share.
According to the-applicant, by opening date, 93,000 shares will be sold and
expected subscriptions will be $1,162,500 of which $930,000 will be credited
to capital stock and $232,500 to reserves. The proposed capitalization is
56.7 percent of projected savings at the end of the third year of operations
and seems adequate.

An examination of the subscribers list submitted to the Bureau

" of Banking reveals that the great majority of the subscribers either work or
live in Warren County and the stock is distributed among a high number of
investors. Approximately 86.1 percent of the subscribers live or work in
Warren County subscribing to 77,131 shares or 85.5 percent of total '
subscriptions. The high number of subscribers is an indication of public
support.

location and Premises

Front Royal Savings and Loan Association purchased three parcels
of land with improvements at the northwest corner of Sixth Street and
Commerce Avenue, Town of Front Royal, Warren County, Virginia for the
purpose of establishing its quarters. The three parcels are contiguous to
each other and contain adequate space for both a well-size building and
parking. The applicant purchased two of the parcels from Robert Barbour .ad
Susan Carper Lee in 1973 and the third one from Pearl Brown in 1976. Acc »%ing
to the applicant the above individuals are not connected in any way with =
applicant association. The purchase price for all three parcels of land was
$56,000. :

The applicant plans to demolish the existing structure and construct
.a free standing building. The anticipated construction cost and site improve-—
ments is estimated by the applicant at $120,000. Thus the total cost of land
and building will be approximately $186,000..

a

Investment in Furniture, Fixtures, and Equipment

According to the applicant the total investment in furniture,
fixtures and equipment will be approximately $51,250. This will bring up
.total investment in fixed assets to $237,250. .

Organizational Expenses

According to the application organizational expenses will be
$28,000. However, the accountants of the applicant estimate organizational
expenses just over $45,000. An audit report shows paid expenses from
September 23, 1968 to December 31, 1977 at $18,893, incurred expenses but not
paid at $5,789 and estimated expenses until opening dateat $20,073.

»
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Thus far expenses have been paid from $19,153 earned on rentals

of the purchased property and interest from paid-in subscriptions.

It is

estimated that by opening date the applicant will have $9,675 additional
income. Therefore, net organizational expenses to be charged-off 1n the
first year of operations will be approximately $16,000.

Future Earnings Prospects

3 . The earnings of the proposed savings and loan association will
primarily depend on the generation of savings, the demand for mortgage loans

and interest rates, operating expenses, and management.

According to the

applicant Front Royal Savings and Loan Association will generate the fallowing
. savings in the first three years of operation:

Savings 1st year

2nd year 3rd year
Year-end savings ’ : $850,000 $1,450,000 $2,050,000
$1,050,000 $1,750,000

Average Savings $550,000

Based on the above projections, which seem on the conservative
side, and an initial capital of $1.16 million the applicant estimates
the following income and expenses for the first three years of operation:

ESTIMATED INCOME AND EXPENSES -

ESTIMATED AMOUNT

DESCRIPTION
: First Year Second -year Third Year
GROSS INCOME (@8 3/4% of total e : :
estimated average assets) $149,844 '$192,709 © $§255,793
EXPENSES: )
Salaries and benefits $ 60,000 $ 63,000 $ 75,000
Interest on savings deposits(6.5%) 35,750 68,250 113,750
Net occupancy expense 9,000 10,900 11,800
Furniture & equipment(depreciation, )
rental, etc.) 10,000 ‘10,000 10,000
Advertising 6,000 6,000 4,000
Telephone 1,200 ° 1,400 1,400
Legal 1,500 1,000 1,000
Postage 1,000 1,200 1,500
Computer services . 2,000 4,000 6,000
Miscellaneous (Audit, Insurance, fees,
temp. gtrs.) 5,500 4,000 4,000
Net organization expenses(lst year only) 28,000 - -
TOTAL ESTIMATED EXPENSES $159,950 $171,750 $228,450
ESTIMATED NET PROFIT (OR LOSS) -($10,106) $ 20,959 $ 27,343

.

Accordlng to the applicant the proposed association will lose

$1O 106 in the first year and realize $20,959 and $27,343 profit the second and third

year respectively. Although, the applicant was conservative on the savings

projections, the final profit estimates are on the high side because of relatively

high gross income pro;ectlons based on 8.75 percent of-average assets and slxghtly
e
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low operating expenses. In the opinion of thisg economist the association
may lose around $15,000 the first year and recover initial losses in the
second year of operations. ’

The estimates of this economist are based on the assumption that
only one of the two applicant associations will open for business and that
either of the two associations will generate $1.5 million savings at the end of
the first year, $2.5 million at the end of the second year, and $3.5 million at
the end of the third year. The estimated lower losses of Front Royal
Savings and Loan Association, compared with Shenandoah Savings and Loan
Association, are a result of the income accumulated from paid-in subscriptions
since 1968.




ECONOMIC AND FINANCIAL CONSIDERATIONS

1 ]
Introduction

The Town of Front Royal is the proposed site for two thrift institutions
now under organization - Front Royal Savings and Loan Association and Shenandoah
~Savings and Loan Association. Front Royal lies almost in the geographical
center of Warren County, Virginia and serves as the county seat. The 1975
population of Front Royal was 9,272.

] .

Warren County lies in northwest Virginia. It is bounded to the north
by the counties of Frederick and Clark to the south by the counties of Page,
and Rappahannock, to the east by Fauquier County and part of Rappahannock County
and to the west by Shenandoah County, Warren County has a land area of 219 square
miles, mainly mountainous. Its 1976 population was 18,700 (the population of
Front Royal included). ’ .

Economic Base

The economy of Warren County is not well diversified. It depends
heavily on manufacturing which accounts nearly for half of the non-agricultural
wage and salary employment. Apart from manufacturing, other basic industries,
but of much lesser importance to the area economy, are agriculture and tourism.

Table I presents the employment structure for Warren County for the
years 1973 through 1976. As of March 1976, the manufacturing sector employed
2,598 persons. This constituted 46.2 percent of total non-agricultural
employment, compared with approximately 20.0 percent in Virginia. The manufactu-
ring sector was dominated by a single firm, American Viscose, Division of FMC
Corporation, .anufacturer of man-made fibers. This single firm employed more
than one thou- - ' persons, or nearly a fifth of total non-agricultural employment:
in Warren Cou. .

Apart from manufacturing, agriculture and tourism are considered basic
industries since they result in an inflow of money into the area. Livestock is
the main source of agricultural income. But the significance of agriculture
to the area economy is diminishing. Tourism is expanding. The location in
Warren County of such tourist attractions as the Skyline Caverns, the entrance to
the Skyline Drive, and Shenandoah National Forest attract thousands of tourists
into the area, supplementing the income of area residents.

One factor which may help the development of Warren County is the
completion of Interstate 66 which will link Warren County with the Washington
SMSA. Recently, there has been renewed interest by major firms to’'establish
plants in the area. In fact, E. I. DuPond, De Nemonrs and Company has recently
exercised its option on an industrial site near Front Royal. If approved, this
particular plant will employ 300 persons. The establishment of more plants in
the area will help diversify the manufacturing sector. Furthermore, completion
of Interstate 66 will bring more tourists into the area and also more residents
from the Washington, D. C. area. The impact of these developments is bound
to be felt by other sectors of the local economy, such as the services, building
construction, and trade sectors.

“w
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fégulation

A}

The population of Warren County seems to be 1ncrea51ng at a substantlally
higher rate in the 1970's than the prev1ous two decades. Estimates by Tayloe
Murphy Institute, presented in Table II, show the 1976 population of Warren
County at 18,700, compared with 15,301 in 1970, 14,655 in 1960 and 14,801 in
- 1950. This constitutes an increase of 22.2 percent in the 1970-76 period, compared
with an increase of only 4.4 percent in the 1960-70 period and a decline of 1.0
percent in the 1950-60 period. . Thus the population of Warren County has been
growing at an increasing rate from decade to decade.

Projections by the Virginia Department of Planning and the Budget
show a continuation of the upward trend but at a slightly lower rate. It is
projected that the population of Warren County will reach 21,500 persons by
1980 and ' 28,200 by 1990.

Income

The'impressive increase of population was accompanied by an equally
impressive increase of personal income. While in 1970 personal income in
Warren County was $49.7 million, it increased to $94.6 million in 1975. This
constituted a 90.3 percent increase, compared with 66.1 percent increase in
Virginia.

Per capita income, which is income adjusted for population changes,
also experienced a healthy growth in Warren County. While in 1970 per capita
income in Warren County was $3,243, it increased to $5,133 in 1975. This consti-
tuted a 57.7 percent increase, compared with 55.9 percent increase in Virginia.

However, as Table III shows, pe- capita income in Warren County is still
below average, representing 88.4 percent =V the state average figure. But as
_ the same table shows, the gap between the pe. capita income of Warren County and
Virginia is narrowing.

Bank Deposits and Savings in Thrift Institutions

Perhaps the most important indicator of the banking potential of an area
is the past growth of banking deposits and savings in thrift institutions. As
Table IV shows bank deposits in Warren County,. just like population and income,
have been growing at an accelerated rate. In the’1950's bank deposits increased
from $6.8 million to $12.1 million or by 77.8 percent. 1In the 1960's bank
deposits increased to $24.0 million or by 98.0 percent. In the 1970-77 period
bank deposits increased to $60.9 million or by 153.5 percent in a seven year
period. The-percentqge increase in the 1970's was substantially higher than the
percentage increase in Virginia.

Similarly, savings in the single thrift institution in the county grew
at an accelerated rate. First Federal Savings and Loan Association did not grow
much in the 1960's, but in the 1970's its savings increased fram $1.5 on May 31,
1970 to $9.3 million on December 31, 1977 - (Table V).

Housing

Just like population and other economic indicators discussed, the housing
industry got a big booét,in the 1970's. Table VI shows the number of housing
units authorized in the icounty. Between 1970 and 1976 approximately 2,780
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ﬁousing units were authorized in Warren County. As the table shows the number
of housing units was increasing through 1974 when they reached 762 units and then

declined. However, in 1977 the number of housing units authorized started rising
again. With population rising the demand for housing is expected to remain strong.

Retail Sales

Unlike other indicators examined retail sales in the 1970-76 period
grew at a slower rate than Virginia. In 1976, retail sales in the 1970-76 period
estimated at $48.1 million, compared with §31.0 million in 1970. This constitu-
ted a 55.0 percent increase, as compared to 99.1 percent experienced in Virginia.

Financial Institutions in Warren County

There are three banks with six banking offices, one thrift institution
with one office, and one credit union in Warren County, all located in the Town
of Front Royal. They are: (1) Farmers and Merchants National Bank; (2) Bank of
Virginia-Warren; (3) Peoples Bank of Front Royal; (4) First Federal Savings and
Loan Association of Front Royal; and (5) Front Royal Federal Credit Union.

Farmers and Merchants National Bank has its main office in Winchester.
It is part of F & M National Corporation, a bank holding company. Farmers and
Merchants has three branches in the Town of Front Royal. As of June 30, 1977
_these three branches had $30.0 million in deposits, controlling 49.3 percent of
total county bank deposits.

The second largest bank in terms of deposits is Bank of Virginia-Warren.

This bank has its home office in Front Royal and is an affiliate of the Bank
of Virginia Company, a Richmond-based bank holding company. It operates two
offices in Front Royal. As of June 30, 1977 Bark of Virginia-Warren had $25.0 million
in deposits, controlling 41.0 percent of total ccurty bank deposits. Bank of
Virginia-Warren has been experiencing healthy gr-«+#!. in the last three years.
The total deposits increased from $20.3 million c. the end of 1974 to $28.3 million
at the end of 1977. Earnings have also been above average, compared with
similar size banks. In 1977 net income after taxes was $411,000, compared with

4 $409,000 in 1976, $371,000 in 1975 and $350 000 in 1974. In all four years net
income after taxes was above 1.4 percent of average assets, compared with approxi-
mately 1.0 percent experienced by similar size banks in Virginia.

Peoples Bank of Front Royal is a locally;jowned, independent bank which
opened for business on March 31, 1973. "In its nearly five years of operation,
Peoples Bank has been experiencing a healthy growth of deposits. As of December
31, 1977, its deposits reached $7.0 million, compared with $5.1 million at the
end of 1976, $3.5 million at the end of 1975, and $2.6 million at the end of 1974.
' This bank fhas been profitable in the last four years, experiencing above average
earnings, ' compared with similar size banks. 1In 1977 net income after taxes

was $70,000 compared with $35,000 in 1976, $20,000 in 1975 and $15,000 in 1974. -

In 1977 .net income after taxes was 1.1 percent of average assets, compared with
approximately 0.6 percent experienced by similar size banks in Virginia. The

bank paid a cash dividend in its fourth and fifth year of ¢perations (1976 and 1977).

The only thrift institution in the county is First Federal Savings and
Loan Association of Front Royal, operating one office. This association opened
in the mid-1960's. Its growth in the 1960's was insignificant. As of May 31,
1970 its savings were only $1.5 million. However, in the last few years, First
Federal experienced a healthy growth. As of December 31, 1977 its savings were
$9.3 million, compared with $7.4 million at the end of 1976 and $5.7 million at
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the end of 1975. This association has been profitable for a number of years.
In 1977 First Federal increased its net worth thxough earnings by $134,000,

compared with $80,000 in 1976, $70,000 in 1975, and $37,000 in 1974. As of

December 31, 1977 its net worth was $424,521 or 4.6 percent of savings, satisfying
federal reguirements.

First Federal was visited by this economist on January 25, 1978 and on
February 24, 19768. Management stated that First Federal offers savings certificates
at the maximum rate allowable by law but it compounds them on a quarterly basis.
In other words, the effective rates are sli'ghtly lower than the maximum allowable
by law. Management also stated that the demand for mortgage loans exceeds the
growth of savings. Conventional 80.0 percent mortgage loans were being offered
at 9.5 percent, which was slightly higher than the prevailing rate in Virginia
metropolitan areas where competition is acute. In 1977 First Federal closed
207 loans, most of them in Warren County. Management also stated that First
Federal will provide drive-in services and parking facilities in the very near
future and that it will open a branch in Winchester in July 1978.

From the above it can be seen that a new thrift institution in Front
Royal will give a second choice to area residents and increase competition
without undue injury to existing institutions.

Opposition

The application of Front Royal Savings and Loan Association is opposed
by the following institutions: (1) First Federal Savings and Loan Association of
Front Royal; (2) Farmers and Merchants National Bank, Winchester; (3) Peoples
Bank of Front Royal; and (4) Shenandoah Savings and Loan Association (organizing).
The above institutions have asked for a public hearing to express their views.

Front Royal Savings is one af two associatic:.. wplying for a certifi-
cate of authority to commence busiiess in Front Royal. _ae other association
is Shenandoah Savings. Both applicants are opposing each other and both
applicants are opposed by the same institutions. Therefore, a joint public
hearing would be in order.

Summary and Conclusions

In the 1970's there has been an economic upsurge in Warren County.
While in previous decades the economy of Warren County was growing at a below
average rate, in the 1970's the economy of Warren County started growing at
a well above average rate. This is demonstrated by the growth of population,
personal income, per capita income, building permits, bank deposits and savings
in thrift institutions. The economic upsurge is probably associated with spill-
overs from the Washington, D. C. area and there are indications that growth will
continue.

The level of economic development and growth can support a second thrift
institution in Warren County without undue injury to existing institutions. The
only thrift institution in the area, First Federal is growing at an accelerated
‘rate and has been profitable for a number of years. Peoples Bank of Front Royal
which opened for business on March 31, 1977 is experiencing a healthy growth.

This bank has been profitable for a number of years, experiencing above average
A
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“earnings, compared with similar size banks. The bank paid a cash dividend in
its fourth and fifth year of operations (1976 ang 1977). Bank of Virginia-
Warren is also growing at a healthy rate and earning above average, compared
with similar size banks. The branches of Farmers and Merchants National Bank,
Winchester have above $30.0 million deposits, controlling nearly half of the

bank deposits in the county. They are not expected to be affected detrimental-
ly. .

In the opinion of this economist one additional thrift institution in
Warren County will result in an increase of competition without undue injury
to existing institutions. The benefits to the public will outweigh the dis-
advantages associated with inefficiency and unfair competition.

It must be noted that Front Royal Savings is one of two associations
applying for a certificate of authority to commence savings and loan business
in Front Royal. Both applicants are opposing each other 'and both applicants
are opposed by the same institutions. Each appllcant claims that its appllcatlon
is better than the other one and that evidence to that effect will be presented
at the public hearing. Since additional evidence will be presented at the
public hearing, this economist refrains from offering a recommendatlon at
this stage.

Respectfully submltted,

Nl & feuile £,

Nicholas C. Kyriakides
Economist .
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- TABLE I
POPULATION AND EMPLOYMENT ‘DATA]'
: March
Warren County
J March March March March
Data By Place of Residence: 1973 1974 1975 1976
Population 17,000 17,900 18,400 18,700
Total Employment 7,537 7,517 8,221 7,395
Nonagricultural Wage & Salary .
Employment 6,587 6,626 6,701 6,529
Data By Place of Work: .
Nonagricultural Wage & Salary Employment! 5,728 5,754 5,777 5,624
Manufacturing 2,945 2,898 2,628 2,598
Durable Goods 377 264 215 237
Lumber 35 * * *
Furniture * * * *
Stone, Clay & Glass Prod. * * * *
Primary Metal Prod.
Fabricated Metal Prod.
Machinery, except Electrical
Electrical Machinery
Transportation Equipment
Miscellaneous Manufacturing
All Other Durable Goods2 342 264 215 237
Nondurable Goods 2,568 2,634 2,413 - 2,361
Food 98 106 93 99
Tobacco
Textile * * ,
Apparel * * * *
Paper .
Printing * * *
Chemicals * * *
Rubber & Plastics *
All Other Nondurable Goods?2 2,470 2,528 2,320 2,262
Nonmanufacturing 2,783 2,856 3,149 3,026
Mining *
Contract Construction 297 305 274 294
Transportation & Public Utilities 176 171 172 162
Wholesale & Retail Trade 960 -7 910 960 941
Finance, Insurance & Real Estate -113 127 183 145
Service 631 696 735 696
Government 576 610 783 780
Federal 53 63 84 83
State 141 155 163 153
Local 382 392 569 544
All Other Nonmanufacturing? 30 37 9 8

1211 data subject to revision

21ncludes the sum of those industries denoted by an asterisk and/or not otherwise

specified.
individual firms.

‘Source: Manpower Research, Virginia Employment Commission, September, 1977.

4
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TABLE II

POPULATION
WARREN COUNTY
Year N Population Percentage Change
~31952 14,801 -
1960 o 14,655 (-1.0)
1970 . 15,301 4.4
19761 . 18,700 . 22.2
19802 ' 21,500 15.0
19902 28,200 31.2

lpstimate by Tayloe Murphy Institute.

2Pro;ect:.ons by Virginia Department of Planning and Budget

‘Source: U. S. Bureau of the Census; Tayloe Murphy Inst;tute, Virginia Department of

Planning and Budget.

TABLE III
PER CAPITA INCOME
WARREN COUNTY

) ) Warren County Index
Year ' Per Capita Income (Virginia=100)
1952 1,234 102.9
1962 . 1,740 85.1
1970 : 3,243 87.4
-1975 ' ] 5,113 88.4

Source: Tayloe Murphy Institute.

TABLE IV
BANK DEPOSITS
WARREN COUNTY

Migd-Year v Bank Dep051ts Percentage Change
1950 6,822,000 -

1960 12,131,000 77.8

1970 24,024,000 98.0

1972 32,745,000 36.3 -
1973 37,828,000 15.5

1974 42,901,000 13.4

1975 47,028,000 9.6

1976 52,280,000 11.2

1977 60,898,000 ° 16.5

Source: Federal Deposit Insurance Corporation
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SAVINGS GROWTH

FIRST FEDERAL SAVINGS AND LOAN ASSOCIATION OF FRONT ROYAL

WARREN CQOUNTY

Year Savings
May 31, 1970 1,538,000
May 31, 1971 1,906,000
May 31, 1972 2,511,000
Sept. 30, 1973 3,469,000
Sept. 30, 1974 4,217,000
Sept. 30, 1975 5,418,000
Sept. 30, 1976 7,063,000
Dec. 31, 1977 9,267,000

Source:

Federal Home Loan Bank Board.

of First Federal Savings and Loan Association of Front Royal.

-

HOUSING UNITS AUTHORIZED
WARREN COUNTY

1977 savings was taken from a call report

Year Number of Housing Uhits.
1970 . 309
1971 341
1972 374
1973 431
1974 762
1975 390
19761 173
19772 206

1rhe 1976 figure was given in writing to this economist by County Administrator
J. Ronald George who stated that the 1976 figure cited by Tayloe Murphy 1s

incorrect.

27he 1977 figure does not include the Town of Front Royal.

Engineer the Town of Front Royal issued 132 building permits in 1977.
known how many of the building permits were for new housing units.

Source:
Royal.

According to the Town

It is not

Tayloe Murphy Institute; Warren County Administrator; Town Engineer of Front
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(~ ’ coumxnnzammniorvnumxmA
" STATE CORPORATION COMMISSION

TS I8—-IIN (Thick),

AT RICHMOND, JUNE 23, 1978

. APPLICATION OF

SHENANDOAH SAVINGS AND LOAN . . CASE NO. 20013
ASSOCIATION A ‘ -

To begin business at the east

side of Commerce Avenue (Route 522)

400 feet south of its intersection

with Route 55, Front Royal, Warren

County, Virginia

. On a former day came Shenandoah Sav;ngs and Loan

Assoczatlon, pursuant to §6. 1-195 47 of the Code of Virginia,
and applled for authorlty to begln bu51ness at the east .side
of Commerce Avenue (Route 522) 400 feet south of its inter-

section with Route 55; Ffont Royal, Warren éounty, Vifginia, -
" such eavings end.loan aesociatiOn'having been incorporated
as a stock savings end loan association on November 3, 1957.

 on May 5, 1978 came the First Deputy Commissioner of

.Banklng, and filed the Bureau of Banking's Report of Investi-
gation on the appllcatlon, which Report 'is made a part cf .
‘the record herein.

AND, IT APPEARING to the Commission that it will be
necessary to hold a hearing on the application toxdetermine
whether the authority requesned by the applioant should be
granted, - '. o . - .f )

IT IS ORDERED that the application herein be assigned -
~Cese No; 20013 and that saio case be docketed and set for
nearing in the Cou?froom of the State Corporation Coﬁmission, -

e
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-Blanton Building, Richmond,’virginia at 10:00 a.m..on Octooer 24,‘
1978, at.which time and place the Commission will hear all | |
parties in interest with respect to the application.

Notices of Protest having been filed with”the Bureau of
Banklng by Front Royal Savings and Loan Association (in
organization), Farmers and Merchants National Bank (Wlnchester),
The Peoples Bank of Front Royal, and First Federal Sav1ngs
and Loan Association (Front Royal), all others receiving
notice hereof who desire to become protestants herein are

ordered to file their Notices of Protest, pursuant to Rule

5:16(a) of the Rules of Practice and Procedure of the Com-

mission not later than July 14, 1978.

'AND, IT IS FURTHER ORDERED, pursuant to Rule 6:2 of the .
aforesaid Rules, that the applicant and allnprotestants
herein pre~-file all testimony‘of a.technical or expert
~ nature and .all such. exhlbrts upon which they 1ntend to rely.-
In addition. to the requrrements of Rule 6: 2, each party (ox |
L counsel therefor) shall certlfy .that coples of its pleadlngsA
and pre—flled testlmony have been mailed or delivered to all
of the parties of record. Pre-flllng shall be .in accordance
with the following schedule: (1) appllcant shall pre-flle
its testlmony by September 15, 1978. (2) all protestants

- shall’ flle their protests, pursuant. to Rule 5: 16(b), by
~.:September 29, 1978. (3) all protestants shall pre-file
thelr testlmony by October 13, 1978. . '

' A‘I‘TESTED COPIES hereof shall be sent to A.nthony r.‘
Troy, Esquire, Mays, Valentine, Davenport & Moore, F&M .
Center, P.Q. Box %122, Rlchmond, V1rgin1a 23208 and Eric E.
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' Adamson, Esquire, 109-A East Main Street, Front Royal,
‘Virginia 22630, counsel for .the applicant; Janes M. Thomson,
Esquire, couﬁsel for Front Royal Savings and Loan Association,
P.0O. Box 1138, Alexandria,fvirginia 22313; W. M. feltqér,
~President, farmers and Merchﬁnts National Bahk,'ils‘quth -
Cameron Stréet; Winchester, Virginia 22601; Hugh D. MéCotmick;
President,’fﬁé Peoples Bank of Eront‘Royal,'Front pral, |
 virginia 22630; Dr. Milton A. Joyce, Présideﬁt,'Fifst Federal
Sav1ngs and Loan Assocxatlon, One South Royal Avenue, Front
Royal VLrglnla 22630, Virginia Savings and Loan League,
Imperial Building, Fifth and Franklin Streets, Richmond,
Qirginia §3219; Virginia Bankers Association, 700 East Main
Street, Richmond, V;ngnia 23203; wWilliam D..Branham,'Senior

| Vice President, gedéial.ﬂome Loan Baﬁk of Atlanta, P.O.-

Box 56527, Atlanta, éeorgia.30343; and, to tﬁe Commissioner

of Banking.
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L& —_— . AT e e -
TR (R * COMMONWEALTH OF VIRGINIA
" STATE CORPORATION COMMISSION

R M ks a2t

AT RICIIMOND, NOVEMBER 21, 1978

APPLICATIONS OF

FRORT ROYAL SAVINGS AND LOAN
ASSOCIATION ' CASE NO. 20012

To begin business at the northwest
corner of Commerce Averue and Sixth
Street, Front Royal, Warren County,
Virginia

and

SHENANDOAH SAVINGS AND LOAN
ASSOCIATION CASE NO. 20013

Tobbegin.business at the east
side of Comwmzrce Avenue (Route 522)
400 feet south of its intersection
with Route 55, Front Royal, Warren
County, Virginia

A hearing on the applications hergin was held Octobef 24,
1978 before the Commission. Commissiéner Junie L. Bradshaw
presided. Applicant Front Royal Savinés and Loan Association
wvas represented by James M. Thomson and fhomas_s. Scﬁott,
its counsel. - Applicant Shenandoah Savings and Loan Association
was represented by Anthony ¥. Troy and D. Eugene Webb, its
counsel. Flournoy L. iargent appeared as counsel for pro-‘
testanﬁs, First Féﬁerai Savings and Loan Association, Farmers
and Merchants National Bank,.and The Peoples Bank 6f érqnt
Royal. William F. Schutt, counsel to the Commission, was
present at the héaring.

With the consent of all counsel, Epe Commission deter-
mined that it woquld consider first thé‘question vhether the

public interest would be served by the addition of gisavings'
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‘and loan association in Front Royal, lgavipg for a later
'decision the issue of which of the two associations should
be granted a certificate. . |
‘Now, having considered the applications herein, the
reports of invesﬁigation'prepared by the Bureau of ‘Financial
Institutions, and the evidence introduced before the afore-

said hearing was recessed, the Commission has ascertained

_that the public interest will be served by an additional
" savings and loan association in Frént Royal, the'éommunity
where these are proposed to bc located.

THEREFORE, If IS ORDERED, that the hezaring on thec
applications herein be re-convened, as scheduled, on
December 20, 1978 at which time the Commission will heaf
additional evidence on the issuc of which of the two appli-
cant associations should be granted a certificate of authority.

>N ATTESTED, COPY hereof shall be sent to cach of the
) foll..ing: James M Thomsbn; Esquire, counsel for Front
_Royal Savings and Loan Association, P. 0..Box 1138 Alexandr1a,
Virginia 22313; Anthony F. Troy, Esquire, Mays, Valentine,
Davenport and Moore, F&M Center, P.O. Box 1122, Richmond,
Virginia 23208, counsel for Shenandoah Saﬁings‘and Loan -
Association; W. M. Feltner, President, Farmers and Me:_‘éhants
National Bank, 115 North Caméron Street;‘Wincbesfer, Vipglnia'
22601; Hugh D. McCormick, Président, Thé Peoples Bank of -
Front Royal, Front Royal, Virginia 22630; Dr. Milton A.
Joyce, President, First Federal Savings and Loan Association;
One South Royal. Avenue,'Front Royal, Virginia 22630; Virginia
Savings and Loan,League, Imperlal Bulldlng, Fifth and Franklin
. Streets, Rlchmond Vlrglnlq qgl9, Virginia Bankers,Assoc;atlon,

700 East Main Street, Richmond, Virginia 23203; wWilliam D.




Branham, Senior Vice President, Federal Home Loan Bank pf‘

Atlanta, P.O. Box 56527, Atlanta, Georgia 30343; and, to the

Commissioner of Financial Institutions.
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COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION

APPLICATION OF

FRONT ROYAL SAVINGS AND LOAN ASSOCIATION CASE NO. 20012

APPLICATION OF

SHENANDOAH SAVINGS AND LOAN ASSOCIATION CASE NO. 20013

BRIEF IN LIEU OF CLOSING ARGUMENT

THOMSON, PIKRALLIDAS & SCHOTT

201 N. Washington St.

Alexandria, Va. 22313

Counsel for Applicant

Front Royal Savings and Loan Association
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BRIEF IN LIEU OF CLOSING ARGUMENT

"On December 20, 1978,—the two contesting applicants,
Front Royal Savings and Loaﬁ Association ("FRSL"), and
Shenandoah Savings and Loan Association (“éhenandoah") for a
certificate of authority to do business in Front Royal,
Virginia, came before this Cdﬁmission to present evidence
as to why each organization is better qualified to ieceive,
the approvai of the Commission.

It is virtually conceded by both applicants that the
subscribers of each group represent strong local support for
the establishment of a savings and loan institution in Front
Royal.

As of December 13, 1978, FRSL had 547 subscribers of
89,001 shares representing at least $1,112,512.>0 intéapital
(Tr. 297) and Shenandoah had 544 subscribers tc¢ 97,187
shares. FRSL had a subscription rate of 86% living in Front
Royal or Warren County, comparéd to 77.2% for Shenandoah.

There was some dispute as to the households represented
by these subscribers with FRSL showing 414 households and
Shenandoah showing 310 based upon the calculations of FRSL
(RSG15, p. 9). This figure was refuted by Eric Adamson who
claimed 440 households were represented by the Shenandoah
subscribers (Tr. 452). In any event, it is clear that both
groups of subscribers represent a strong basis of local

support for whichever group that is approved.

S
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It is equally clear that the evidence shows that both
Boards of Directors represent a qualified cross-section of
the community with members with Stfong local.ties to the
Front Royal area. Although the Board of FRSL contains
a greater number of local lifetime residents . than Shenandoah,
we do not contest the fitness of Shenandoah members. The
Commission will recall, the better portion of the
hearing was devoted to an attempt by counsel for Shenandoah
to establish the lack of business judgment on the part of FRSL
and Ronald Gilliam in particular. This examination
was characterized by Commissioner Shannon at one point
as a fishing expedition (Tr. 38Q). In final analysis,-
all that was shown was that FRSL was turned down on a
" previous application on the sole ground of 1! :ck of
need. In fact, the evidence adduced on cross .udminatibn
indicated that FRSL has weathered a recession and is
before this Commission seeking a certificate with over
540 subscribers who have faithfully supportea FRSL
"efforts from the inception. -t

Much cross examination was directed toward an effort
to demonstrate discrepancies and changes in the first
application filed in 1972 by FRSL and its instant
application. " The statement was offered by Shenandoah's
counsel, subject to check, that 8,298 éhares had been

withdrawn since the initial group of shareholders was
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subscribed (Tr; 337). Obviously, reasons such as
death, moving, and financial changes are perfectiy
legitimate and unavoidéble explanations why a subscriber
or his succesgor might wish a refund. Such withdrawal
is particu;arly insignificant in light of the fact that
a letter was senf out in 1973 by FRSL offering to
return each'subscriber's,money inasmuch as FRSL had
been denied a certificate by the Commission, (Tr. 385)
and in view of the fact that economy experienced a
recession in 1973. 1In any event, the withdrawal represents
less than 10% of the current subscriptions. It is
abundantly clear that many criteria have changed between
the first and sécond aéplications of FRSL and that
' domparisons of the two applicatiéns are both meaningless
and potentially misleading.

We feel there are three salient reasons why our applica-
tion is superior to that of Shenandoah.

First, FRSL has been able to maintain and fund its
organizational expenses solely"with intome from interest and
rents earned during its organization. Therefore, every
allowable cent of capitalization can be applied directly to
future needs and fRSL will be able to recover its initial
losses much sooner than Shenandoah. FkSL has already
purchased.its office location and, in fact, has realized a
$60,000 appreciation on its purchase (Tr..382) and has
been steadily réceiving rental income from its investment.

Lo
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Second, FRSL would submit to this Commission that
its proposed location is superiqr in all respects to
that of Shenandoah. The location at Sixth and Commerce
Street is éentrally located to the PSA and to the
primary business district of Front Royal and in fact is
within walking distance for many residents (LCP-l, P.
14). Sixth Street and Sixth Street extended is the
only eastwest thoroughfare in Front Royal. Commerce
Avenue additionally is the major north-south street in
Front Royal (Tr.”300): ‘As Exhibit 21 indicates, the
twenty-four hour traffic count at the FRSL location is
11,450 as compared to the closest comparative figure of
4,450 for the Shenandoah site. (RSG-15, p. 12).°

Shenandoah places great store in its presentation
in that the location of their proposed office will be
next to a major shopping center for Front Royal and
therefore shall serve the convenience of the community
(Tr. 470). On cross—examination, however, it was
revealed that the said shopping center was, in fact,
separaFed from Shenandoah's iocation by a creek. (Tr. 493).
Shenandoah's site is surrounded mainly by open land in

an aréa of non-growth (RSGl5, p. 12).
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Even Mr. Adamson.testifying on behalf of Shenandoah
agreed that FRSL has selected the most central location
in town (Tr. 466). He further admits that both proposed
sites are equidistant from the areabof strongest residential
growth (Tr. 469).

' It.is additionally unrefuted that the intersection
of Sixth'and'Commerce bears one of the heaviest traffic
loads in Front Royal. (LCPl, p. 13-14). A new bridge
is being constructed to promote traffic flow and the
area has attracted the new Post Office site.

Shenandoah must resort to projections roughly two

decades in the future in order to favorably compare

i
3

with the traffic flow figures presently existing at the
proposed site of FRSL. (Exhibit 21), (Tr. 478).

Third, FRSL has obtained the commitment of James
A. Hight to serve as chief operating officer and Chairman
of the Board. He is a man of long and successful
experience'in banking and real -estate finance. He
presently serves as ChairmanAgf the Board of Bank of
Virginia-Warren and is a civically oriented resident of
Front'Royal. The quality of leadership which Mr. Hight
brings to FRSL will be a valuable asset to the successful
organizatioh and operation of the Association during

its crucial formative years (Tr. 297).
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Several ﬁoints were raised during the cross-
examination of Ronald Gilliam which we beiieve should
be addressed.

Mr. Frank Brﬁmback, a director'of FRSL is also
Chairman of the Board of the Bank of Frederick (Tr.
391). A gquestion was raise& as to whether such dual
service is a possible violation of 6.1-2.7 Code of
Virginia, 1950. It is uncontroverted that Mr. Brumback
held both these positi&ns as of July 1, 1978. FRSL
would submit that Brumback falls within the purview of
the grandfather clause deferring the effect of this
statute to July 1, 1982 in such situations. FRSL further
submits that Brumback will voluntarily withdraw should
the Commission or the FHLBB so request. Although FRSL
is not certificated at this time it is certainly a
corpération organized to provide savings and loan
services and Mr. Brumback has been a member of its |
Board throughout this organizational period.

Another point rais;d by Shenandoah is the similarity
of language in a portion ofvthe answer to gquestion 30
of Ronald Gilliam's prefiled testimony and a portion of
the answer to question 15 of the prefiled testimony of
Laurence Pettit. The substance of Gilliam's testimony
are his thoughts and opinions . (Tr. 312) but FRSL will
readily concede that ﬁhe final wording was prepared in
consultation wifh counsel (Tr. 401).

Ed
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A question was raised as to the fact that FRSL has
soliciééd over one-half million dollars of deposit
pledges. Let it suffice to say that should the FHLBB
instruct us to cancel deposit pledges we are prepared
to do so. However, there i; not to our knowledge such
a policy éiomulgated by the Bureau of Financial Institutions
or the Commission. It has been our experience that SCC
encourages such solicitations and has looked to such
pledges as a factor to be considered in weighing the
strength of the applicant and its éommunity'support.
Certainly $514,000 of deposit pledges is of significance
in weighing the relative qualifications of the opposing
applicants.

The contention was also made that FRSL was imprbperly
defraying expenses with éérned income contrary to an
uncited FHLBB regulation. As to this point, FRSL would
state that this alleged regulation is certainly not a
rule of the State Corporation Commission nor has it a
relevancy to this proceeding. Furthermore, it is
obvious that had expenses been charged against capital
the accounts of FRSL would show a large accumulated
earned income. A simple papertransfer of funds will

bring FRSL into compliance with any such regulation.

o
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Finally, FRSL submits the fact that J. William
Gilliam, Ronald Gilliam and Sam Baggarly are members of its
Board is of no significance as to the compafison of the two
applicants. However, FRSL stands ready to proceed to comély
with any recommendation, if any, which the Bureau of Financial
Institutions or FHLBB might impose with regard to this.
matter (Tr. 392).

In passing it should also be noted that the recission
offering circular distributed by Shenandoah (Exhibit 19)
states in substance that officers and directors do not
intend to subscribe to additional shares of stock and it
sets forth what the percentage of ownership of the outsider
subscribers will be. (Ibid. p. 24.) This recission offer
expired by its own terms on October 10, 1978. In less. than
two weeks thereafter, each director had subscribed to an
additional 1000 shares of stock iﬁidirect conflict to
Shenandoah's stated objective (Tr. 492). Certainly the
Board of Directors of Shenandoah should have foreseen this
change of circumstance and avoided this obvious reversal

from its just previously stated positibn.
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Were all bases of comparison between the applicants -
equal, FRSL respectfully submits that it should be afforded

favored consideration in that it has applied before and was

denied solely on the basis of need. However, we believe

that the evidence adduced at this hearing clearly indicates
that FRSL has demonstrated superior qualifications for a
certificate of authority regardless of any priority consideration
in at least three major areas: (1) a better proposed location;
(2) the retention of a qualified chief operation officer;
and (3) a strong financial position. In contfast, Shenandoah
has demonstrated no relevant area wherein it has superior
'qualifications and has for the most part dwelled on atéempts
to‘show technical and inconsequential problems which FRSL
has experienced over the 10 years the organizers have worked
to bring a savings. and loan to Front Royal. FRSL submits
its organization will be successful if granted a certificate
of authority for the above‘stated reasons.

The Board of Directors of FRSL hés demonstrated its
group's superior qualifications, its ability to work,

persevere and succeed and we would respectfully submit

e~
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that its application for a certificate of authority
should be granted, and consequently, that the Shenandoah
application should be denied.

Respectfully submitted,

FRONT ROYAL
SAVINGS AND LOAN_ASSOCIATION

By:(%k«»é._ /( VA&-//Z;/Z'/"

Counsel

THOMSON, PIKRALLIDAS & SCHOTT

201 N. Washington St.

Alexandria, Va. 22313

Counsel for Applicant

~Front Royal Savings and Loan Association

o5 (0 i

Charles E. Pikrallidas

CERTIFICATE

I hereby certify that a copy of the foregoing Brief in
Lieu of Closing Argument was mailed to William F. Schutt, Esq.,
State Corporation Commission, Blanton Building, Richmond,
Virginia 23219; Anthony Troy, Esq., Mays, Valentine, Davenport
& Moore, 111 East Main St., Richmond, Virginia; and Flournoy L.
Largent, Jr., Esq., Largent, Anderson, Larrick, Groves & Crump,
P.O. Box 444, Winchester, Va. 22601, this 97 day of
January, 1979, postage prepaid.

Cl.o.sCt Hi

Charles E. Pikrallidas
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APPLICATION OF

FRONT ROYAL ' SAVINGS AND
LOAN ASSOCIATION CASE NO. 20012

and

SHENANDOAH SAVINGS AND
LOAN ASSOCIATION : CASE NO. 20013

" To begin business in

Front Royal, Virginia

SUMMARY MEMORANDUM

The Commission's order of November 21, 1978 determined
thét a new savings and loan associétion is warranted in |
Front Royal. From the standpéint of the public interest the
iésue now before the Commissioh may be stated: Is one
applicant better qualified to establish and operate a
financial institution than the other?

Since neither associ» 'n has an operating record, the
Commission must choose between them iased upon their respective
organizing histories, and on the case put on by each of them
at the hearing held December 20.

The following comparisons are relevant:

On one hand there is evidence of the open way in 'which
Shenandoah elected its organizing board at a general meeting
of subscribers held eérly on. On the other hand, Front
Royal began as.a closely-held company dominated by the
Gilliam interests, and - though the association ﬁow has a
large number of subscribers and two additional directors -
nothing indicates that the core group's domination of this

organization has q}minished.
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Secondiy, according to the eviden;e, éhenandéah has
deal£ effectively with routihe organizational decisions,
such as: selection of a chief executive officer,'choicg of
a site, election of its organizing board. In addition, it
handled directly and decisively the di#closure problem that
resulted from the inadequacy of its original circular. It P
"has sought the views of state ana federal regulatory agencies,
and has taken steps - on its own - to comply with those
views.. .

In contrast, Front Royal's approach has been lgss
forward-looking and less effectual. We refer here to several
matters: (1) its early argument that funds feceiﬁed from
stockholders could be invested in first deeds of trust, (2)
the accidental lapse of its corporate charter, (3) the
dormancy of the application well beyond the time when it

1 kresently,

might reasonably have been expected to reapply.
there is still evidence of Front Royal's failure to tie up
loose ends: (1) the way has not been cieared for Mr. Brumback's
remaining on the Board, (2) it has been left for the Commission
to decide whether Messrs. William Gilli;m and Baggarly ought
appropriately to remain on the Board, (3) the "gentleman's

‘agreement” with Mr. Hight, the proposed chief executive

officer, is uncertain. (This despite the fact that Front

1 These occurrences relate to the association's history
after its 1ncorporatlon in 1968 - but prlor to its second
appllcatlon in late 1977.

Lo
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Royal touted its having obtained an impressive chief executive
officer as a highlight of its case for preference.) Inci-
dentally, there is no evidehce in the Bureau's files that
Hight's resume was submitted, as alleged.

It appeared from questiqning at the hearing that the
.principal organizer of Front Royal was not aware of federal
regulatory policies concerning certain aspects of organizing.
We do not suggest that it is the Commission's place to
énforce (in effect) FSLIC policy. However, in this case,
since the Commission has already found a new S&L in the
public interest, i£ should approve thé applicant that has
the better chance of obtaining insurance and bpening for
business. Moreover, the organizer's lack of awareness - at
least in a relative sense - reflects a degree of short-
sightedness.

Shenandoah's testimony at the hearing wés straightforward
and uneqﬁivocal. It did not leave loose ends. Shenandoah
offered to reveal for Commission scrutiny the unsuccessful
merger negotiations between the parties, On the other hand,
~Front Royal's testimony (thougﬁ pre-filed) was vague, less
“candid, and unsettled on several issues. Front Royal objected
strenously to the Commission's hearing anything about the
mergef negotiations.

Based upon the evidence received at the hearing, and

upon review of the administrative files reléting to the two

AN




applicéntsz,.questions remain concerning the business acumen,
the amenability to regulation, and the motivation of the
Front ﬁoyal group. No such reservations exist with respect
to Shenandoah.

In short, Shenandoah has shown a desire to £ind out
'what conducting a reguiated depository institution entails,
and an ability to plan and carry out decisions within that
framework. Fiont Boyél's organizers have not demonstrated
such desire and ability to an equal degree; in some respecté
they have proceeded haphazardly. It ié reasonable to expect
that the patterns established during organization will
continue in the functioning association. Opetating a savings
and loan asscciation does involve a degree of respbnsibiiity
to the public - a public trust, if you will. It is submitted
v’ .t Shenandoah Savingé and Loan has shown iftself more

qualified to conduct such a regulated business.

Respectfully submitted,

William F. Schutt
Assistant .General Counsel

2 The Commission may properly take official notice of
all such files. These, with the transcript of testimony,
make up the records in the cases.
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CERTIFICATE OF SERVICE
I_hereby certify that the foregoing Summary Memorandum
was mailed on January 10, 1979, to James_u, Thomson, Esquire,
Counsel for Front Royal Savings and Loan Association, P.O.
Box 1138, Alexandtia, Virginia 22313; and tb Anthony F.
Tioy, Eéquire, Mays, Valentine, Davenport and Moore, F&M

Center, P.O. Box 1122, Richmond, Virginia 23208.
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. William F. Schutt
Assistant General Counsel




COMMONWEALTH OF VIRGINIA
. Y ‘
. \TE CORPORATION COMMISSICrzg;

Y

AT RICHMOMND, EBRUARY 21, 1979

- APPLICATIONS OF

FRONT ROYAL SAVINGS AND LOAN
ASSOCIATION CASE NO. 20012

To begin business at the northwest
corner of Commerce Avenue and Sixth
Street, Frcnt Royal, Warren County,

Virginia
and
SHENANDOAH SAVINGS AND LO :
ASSOCIATION ~ - CASE NO. 20013
To begin business at the east N

side of Commerce Avenue (Route 522)
400 feet south of its intersection
with Route 55, Front Royal, Warren
County, Virginia

After an October 24, 197B'hearing on the subject
applicafions, the Commission by order dated November 21,
1978 ascertained that "the public interest will be served by

- an additional savings and loan association in Front Royal",
ind re-convened the hearing on December 20, 1978 to receive
add -ional evidence concerning which of the two applicants
sho. .~ "-e granted a certificate of authority. All parties
were either present at the December 20 hearing or repre-
sented by counsel.

Now, having considered again the applicatiops herein
and the reports of investigation made by the Commissioner of
Financial Institutions in light of the evidence adduced at
the aforeéaid hearings, the Commission is ;f the opinion and
finds that the application of Front Royal Savings and Loan
Association (in organization) should be granted subject to
the conditions hereinafter stated. Since it previously has
found that the public interest will be served by the addition
of only one saviﬂgs and loan association, the Commission is
of the opiﬁion and finds that the application of Shenandoah
‘Savings and Loan Association (in organization) should be
denied, and said application hereby is denied.

With réfpect to the application granted the Commission

£inds that: ‘S;)'all applicable provisions of law have been




complied with by the applicant; (2) shares of stock to the
vélue of at least $50,000 have been purchased by stockholders
of the applicant and the purchhse price has been paid into
'the treasury of the applicant in cash; (3) regulations
éovernipg directors of the applicant have beeq,complied

with; (4) the public interest will be served by an additional
savings and loan facility. in the community where the applicant
is proposed to be iocatcd; (5) the officers and directors of
the applicant are of moral fitness, financial responsiblity,
and business ability.

In view of the foregoing, IT IS ORDERED that a certificate
of authority -to commence business as a savings.and loan
association at the northwest corner of Commerce Avenue and
Sixth Street, Front Royal, Warren County, Virginia be'issued,
and such a certificate hereby is issued to Front Royal
Savings and Loan Association (in organization), upon condition
that the following requirements be met before the association
opens for ‘business:’

(1) That it resolve the questio.. concerning director
Brumback's eligibility to serve on its board;

(2) That it obtain from the Federal Savings and Loan
‘Insurance Corporation approval for insurance of its accounts;

(3) That it receive from the Commissioner of Financial
Institutions his approval of the qualificatipns of the chief
executive officer who is to manage the savings and loan
association} and

(4) That thé balance of monies due for the purchase of
stock be paid into the treasury:; .

(5) That it begin business at the designated location
within one year from this date, and that it notify the .
Commissioner of Financial Institutions of the date upon
which it opens for business.

AN ATTESTED COPY hereof shall be sent to each of the
following: James M. Thomson, Esquire, counsel for Front

Royal Savings #nd Loan Association, P.O. Box 1138, Alexandria,

Ll (8O
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Virginia 22313; Anﬁhony F. Troy,‘EéQﬁire, Mays, Valentine,
Davenport and Moore, F&M Center, P.O. Box 1122, Rlchmond
Virginia 23208, counsel for Shenandoah Savings and Loan
Assoc1ap10n, Flournoy_L. Largent, Jr., Esquire, Graichen
Building, 25 East Boxcawen Street, P.O. Box 444, Winchester,
Virginia 22601; wW. M. Feltner, President, Farmers and Merchants
National Bank, 115 North Cameron Street, Winchester, Virginia
22601; Hugh D. McCormick, President, The Peoples Bank of

Front Royal, Front_Royal; Virginia 22630; Dr. Milton A.'

Joyce, President, First Federal Savings and Loan Association,
One South Royal Avehue, Front Royal, Virginia 22630; Virginia
Savings and Loan League, Imperial Building, Fifth and Franklin
Streets, Richmond, Virgihia 23219; Virginia Bankers Aésociation,
700 East Main Street, Richmond, Virginia 23203; William D.
Branham,, Senior Vice.President, Federal Home Loan Bank éf
Atlanta, P.O. Box 56527, Atlanta, Georgia 30343; and, to the

Commissioner of Financial Institutions.

A True Copy . 2 29
-3 a7 e & v,
Test /7’/// ;&’ P Va8 Gt
este: 4

Clerk of State Corporation Commission,
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COMMONWEALTH OF VIRGINIA
STATE CORPORATION COMMISSION
RICHMOND

AT RICHMOND, JUNE 20, 1979

APPLICATIONS OF

FRONT ROYAL SAVINGS AND LOAN
ASSOCIATION ‘ CASE NO. 20012
OPINION
To begin business at the northwest
corner of Commerce Avenue and Sixth
Street, Front Royal, Warren County,
Virginia

and

SHENANDOAH SAVINGS AND LOAN
ASSOCIATION ) CASE NO. 20013
~ OPINION
To begin business at the east
side of Commerce Avenue (Route 522)
400 feet south of its intersection
with Route 55, Front Royal, Warren
County, Virginia

On December 22, 1977 Front Royal Savings & ° Toan

Association filed an application for a certifica.e of authority

to begin business in Front Royél.' Shenandoah Savings and
Loan-Associatidn filed its application February 8, 1978.
Each organizing association objected to the other;s appliéa—
tion, and both were opposed by.Firét-Fede}al Savings and

Loan Association of Front Royal, Peoples Bank of Front

Royal, and Farmers and Merchants National Bank (Winchester).

By order dated June 23, 1978 ‘the Commission set both

" matters for a hearing October 24, 1978. At the hearing

Front Royél was'represented by James M. Thomson and Thomas S.

Schott; Shenandoah was represented by Anthony F. Troy and

4
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D. Eugene Webb; First Federal, Peoples Bank, and Farmers
and Merchants were represented by Flournoy L. Largent, Jr.
The Bureau of Financial Institutions' investigation reports
dated April 26, 1978 (Shenandoah) and April 27, 1978 (Front
Royal), which had been prepared by economist Nicholas C.
Kyriakides, were received into the record by stipulation
of counsel. By agreement, the scope of the October 24
proceeding was limited to determining whether the public
interest would be served by additional savings and loan
facilities in Front Royal, as required by §6.1-195.47(4),
Code of Virginia. . A .

Based on the Bureau of Financial Institutions' reports
and the hearing on that issue, the Commission decided that
existing and potential economic growth justified the additior
of one savings and loan association. That conclusion,
announced in the Commission's November 21, 1978 order,
has not been disputed and is outside the scope of this
appeal. The Commission based its finding‘on evidence that
Front Royal, the county seat and financiél center of.Warren
County,1 had shown considerable growth in population, income,
sales, and financial institution deposits during the 1970's,

and that the extension of Interstate Route 66 to the town

1 Front Royal (population, 9;272 in 1975) and the
county are now served by seven offices of three banks and
by a single savings and loan'office.
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of Front Royal virtually assured that the development already
begun there would continue.

The order of November 21 also re-convened the hearings
for the purpose of receiving evidence on the issue: Which
of the two applicants should be granted a certificate?
All parties appeared in person or by counsel December 20,
and, following adjournment of the day's hearing, counsel
for Front Royal, for Shenandoah, and for the Bureau filed
memoranda in summation. On February 21, 1979 the Commission
granted Front Royal's application and denied that of Shenandoah.
Shenandoah noted an appeal February 26, 1979; In accordance
with the mandate of §12.1-39, Code of Virginia, the Commission
files this statément of the reasons upon which its action
waé based. |

The authorizaticn granted February 21 was contingent
upon resolution of a question concerning the eligibility
of Frank A. Brumback, currently chairman of the board of
the Bank of Frederick County, to serve on the board of
Front Royal. Section 6.1-2.7 of the Code.of‘virginia prohibits
serving on the boards of two financiél institutions simulta- -
neously, but contains a grandfather clause allowing those
persons who were on more than one board July 1, 1978 to
. remain so situated until Novemberilo, 1988.  The Commission

.

is now of the opinion that, since Mr. Brumback was a member

84



of both boards on the effective date of the law (even though
Front Royal was not then authorized to begin business),

he falls within the scope of the legislature's intent in
enacting a grandfather provision. Therefore, the Commission
hereby concludes that Mr. Brumback is eligible to serve

on the board of Front Royal, as well as on the Bank of
Frederick's board.

Shenandoah appeals our selection ‘of Front Royal to
receive the one available certificate of authority.

The necessity of making a choice between two qualified
applicants for a savings and loan ceréificaté, thereby
rejecting one, is unique in the experience of this Commission.
To our knowledge no reported case deals with just this
situation where one of two corpeting applicants is an association

which has been turned down before.2

It is regrettable
that the merger negotiations the two groups carried on’
intermittently since April, 1978 were not successful.

A merger might have combined the best elements of each

association and brought sought-after service to the public

much sooner than will be the case under existing circumstances.

2 Front Royal was denied a certificate of authority
by order of October 3, 1973. On that date we found that
there was not a public need for additional savings and
loan facilities in the community. Our decision then necessarily
took into account the fact (reflected in Mr. Kyriakides'
reports) that Peoples Bank of Front Royal had just opened
for business March 31, 1973. .



Counsel for the parties argued whether Front Royal's
being first to file its current application (or its earlier,
unsuccessful attempt) should vest it with a prior right
to be granted authority. However, no legal basis for either
of their positions was offered. Though we first SOUght
a solution in the law to the dilemma facing us, we found
no authority dispositive of the problem. But, we did discover
two cases we thought were helpful.

Schaake v. Dolley, 118 P. 80 (Kan., 1911), stood for

this proposition:

« « « Where two equally deserving appli-

cations are pending at the same time

for the establishment of a bank in

the same locality, and the business

in the community requires only one,

if the statute makes no provision for

a choice in such a case, it has been
~held proper to grant the application

first filed. 10 Am Jur 24, Banks and

Banking §24.
But that rule still left us the question of fact:
are these two applications equally deserving?
In striking down an arbitrary procedural rule which
gave the first applicant to file the right to be heard

and decided before another could be considered, the Superior

Court of New Jersey, Appellate bivision; in Stafford State

" Bank v. Schaub, 363 A2d 1209 (1976) observed, that. "fairly

contemporaneously filed -applications . . . should be heard

“
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together." The Court reminded us of the chartering authority's
obligation "to determine which of the two applications

will best serve that [the public's]) interest". (Ibid,

p. 1218)

Considering that precise question of fact, we first
decided that the aspects of these particular applications
which would affect most directly the general public's interest
ih a new savings and loan institution were: (1) location,

(2) financial position, and (3) management.BA

We find that Front Royal's central location affords
it clear superiority on that score. Though We understand
the considerations which might lead organizers of a savings
and 1oén to choose a site near areas of residential and
commercial growth, and we do not criticize Shenandoah's
decision to select the south edge of town, based on the
facts in this case we believe the downtown location chosen

by the organizers of Front Royal will serve more people

conveniently for the immediate future.

»

3 In this case we omit discussion of a fourth important
factor: stockholder support in the community, because
these two firms showed virtually equivalent subscriptions
to stock. :

On December 20, 1978, Front Royal claimed 547 subscribers,
representing some 414 households, to 89,001 shares of stock.
86 percent of those subscribers were from Warren County.
Shenandoah had 544 subscribers, representing 440 households,
to 97,187 shares. 77.2 percent of subscribers were from
- Warren County. | :
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Each of the applicants obtained subscriptions to over
$1 million in capital stock - providing each an adequate
(and approximately equal) capital base. However, Front
Royal's earlier formation gives it a head start financially.
The Bureau's economist, Mr. Xyriakides, noted that the
smaller initial losses which Front Royal could anticipate
vere the result of the income it had accumulated since
1968 from paid-in subscription funds. This ability of
Front Royal to recover its initial losses more quickly -
and therefore to become profitable sooner - is significant
from the public's standpoint, because a financial institution's
strength and capacity to offer service are affected by
its profitability.4

Both boards of directors, we find, meet the requirement
of §6.1-195.47(5) of the Code, that the officers and directors
of the proposed association be of moral fitness, financial
responsibility, and business ability. Shenandoah argued
that its board was superior to Front Royal's, because (1)
it had been elected at a meeting of subsgribers, and.Front
Royal's had not been so chosen, (2) it, pnlike Front Royal,

had no directors who were related by blood or through employment

4 Though both applicants had exaggerated in projecting
income, according to Mr. Kyriakides, Front Royal's calculations
were considerably more realistic.

»



affiliation,>

and (3) it includeé_a high percentage of
professional men. |

Ackhowledging that Shenandoah possesses the foregoing
worthwhile assets, we nevertheless adjudge that Front Royal
\has‘certain management advantages which weigh more sigﬁificantly.
| One of its members, Mr. Brumback, brings to the board valuable
experience gained as chairman of the board of a bank in

® second, Front Royal, recognizing

nearby Frederick County.
the usefulness of getting its chief executive officer “"on
board" early, has been fortunate in obtaining an agreement

7 mr.

with a capable local banker, Mr. James A. Hight.
vHight will retire as chairman of the'board of Bank'of Virginia-
Warren and will bacome chairman and chief executive of

. Front Royal.

5 The Front Royal board has Ronald S. Gilliam and-
J. William Gilliam, who are brothers, and Samuel Baggarly,
who manages the Gilliam family's lumber company.

6 We note that for its own part, Shenandoah has Mr.
Kermit Nicho.s, who has been chairman of the Front Royal
Federal Credit Union. .

7 In citing this factor as.an important advantage,
we are aware, of course, that practical constraints often
require that we issue a certificate before a chief executive
is named and approved. And we do not fault Shenandoah
for keeping its options open by negotiating with Mr. Hight
while continuing to search widely for the best available
man. : : -

»

. -{May we simply note here in passihg our preference

for a small board. Our -experience indicates that generally
when boards have perhaps ten or more members, they tend -

to become unwieldy, more prone to factionalism, and somewhat
less likely to remain involved actively in the institution's
affairs.) ' .
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During lengthy cross-examination of Mr. Gilliam, coﬁnsel
for shenandoah brought out several matters pertaining to
Front Royal's re—organizatiop, which began about September
1977. It was pointed out that Front Royal's subscriptions
to stock had been obtained without its-giv;ng_any written
disclosure to potential purchasers, whereas Shenandoah
had used an offering circular and later a recission offer
in soliciting subscriptions, even though it was not required
by law to do so.8 Certainly we endorse the concept of
full and fair disclosure; the Commission's Division of
Securities and Retail Franchising administers Virginia's
"blue sky" laws. And, we approve of the Bureau's policy,
i.e., recommending the use of an offering circular. However,
we cannot fault Front Royal too severely for taking advantage
of an exemption the law provides; nor can we give Shenandoah

too much credit for being conscientious when iits original

8 The Commission has taken the position that stock
offerings by organizing savings and loans are exempt, pursuant
to §13.1-514(a) (4) of the Code, from the reglstratlon provisions
of the Virginia Securities Act. Such stock issues, however,
are not exempt from the anti-fraud provision of the Act.

Fraud may result from the issuer's failure to state facts
material to an investment decision. Shenandoah apparently
made its recission offer after Mr. Kyriakides of the Bureau
expressed concern that the initial written disclosure "should
have included other information and should have been more
thorough." (Transcript, p. 457). Though the September

1978 recission offer provided that the directors &id not
anticipate increasing their holdings, in fact they each
subscribed to an additional 1,000 shares. '
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brochure reads more like an advertisement than a disclosure
document. In any event, although clotheé with a different
sort of public interest, this area of inquiry is somewhat
outside the thrust of our primary inquiry in this proceeding.

Shenandoai contended that it was better suited to
operate a regulated business because its principal organizer,
Eric E. Adamson, had made inguiry of the Federal Home Loan
Bank Board (FHLBB) about %ts policies concerning organi-
zation, and had seen to it that Shenandoah complied with
those policies, while Front Royal had not been aware of

thém.9

It seems to us - although such acquiescence in
regulatory policy is certainly commendable - that this
discrepancy is not so serious as to impair Front Royal's
chances of getting insurance, or impugn its organizers'
judgment, or weigh heavily in our consideration.

Shenandoah also brought up several matters relating

to the fruitless attempt by Front Royal to secure a certificate

9 The FHLBB, whose sister agency, the Federal Savings
and Loan Insurance Corporation (FSLIC<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>