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CRA PERFORMANCE ASSESSMENT
GENERAL | NFORMATI ON

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

This document is an evaluation of the Community Reinvestment Act (CRA) performance of
Bank of Troy, Troy, Texas, prepared by Federal Reserve Bank of Dallas, Dallas,
Texas, the institution's supervisory agency, as of September 2, 1997. The agency rates
the CRA performance of an institution consistent with the provisions set forth in Appendix
A to 12 CFR Part 228.

| NSTI TUTION S CRA RATING This institution is rated Satisfactory.

Bank of Troy's (BOTI) rating is primarily due to its consuner | oan
portfolio, which exhibits an excellent dispersion throughout the
assessnent area by borrower incone. O the consuner |oans where
i ncone data was avail able, approximately 60% were to | ow or noderate
-inconme individuals. In addition, approximtely 90% of the business
| oans were nade to busi nesses with revenues under $1 nillion.

The bank attained a satisfactory rating at its previous assessment
conducted as of June 17, 1996.
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DESCRI PTI ON CF | NSTI TUTI ON

BOT is a subsidiary of Mnor Financial, LLC, Lorena, Texas. It is
| ocated at 18 South Central Avenue, Troy, Texas. There are no branch
| ocations or automated teller nmachines (ATM. BOT is the only

financial institution in Troy.

As of June 30, 1997, the bank reported total assets of $11.4 mllion
and a return on average assets of 1.36% Net |oans represented
59.27% of total deposits. As detailed on the following table,
agriculture remains the bank's primary I|ending focus. However ,
managenent indicated that efforts to reduce the bank's concentration
in agricultural related | oans has been successful. Between NMarch 31,
1996 and March 31, 1997 agricultural |oans decreased 50% from $3.6
mllion to $1.8 mllion.

LoaN DOLLAR PERCENT CF
TYPE AMOUNT Gross Loans
( THOUSANDS)
Real Estate:
Construction $ 377 6. 09
Residential 1-4 1, 292 20. 85
Mul tifamly 7 0.11
Conmrer ci al 0 0. 00
Agricul tural 512 8. 26
Tot al Real 2,188 35.31
Estate
Consuner:
Qpen-end credit 0 0. 00
Al |l ot her 831 13. 41
Conmer ci al and 1,301 21. 00
| ndustri al
Agricul tural 1, 875 30. 26
State and Politi cal 0 0. 00
ol i gations
Q her 1 0.02
Tot al $6, 196 100. 00

The bank's ability to neet various community credit needs has not
been hanmpered by its capacity to lend, the capacity of other
simlarly-situated institutions to lend in the assessnent area,
denographi ¢ and econom c factors present in the assessnent area, or
the | ending opportunities available in the assessnent area.
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DESCRI PTI ON OF TROY ASSESSMENT AREA

Troy, Texas, is located approximately 30 mles south of Waco, Texas,
on Interstate H ghway 35. The bank's assessnent area includes 21
census tracts (CT) or block nunbering areas (BNA) in portions of
Bell, Falls and McLennan Counties. Minicipalities |ocated within the
assessnent area include Troy, Tenple, Rosebud, Lott, Chilton, Eddy,
Bruceville and Lorena. Troy is located in Bell County which is part
of Metropolitan Statistical Area (MSA) nunber 3810. Tenple is in
McLennan County which is part of MSA nunber 8800. Chilton is located
in Falls County and is not part of an MSA. Contacts in the community
indicated Troy is a bedroom community of Tenple and that nost
residents work and shop in Tenple. The contacts further indicated
that the |l ocal school district is the |largest enployer. |In addition,
the assessnent area has a large population of retirees. Agriculture
plays a significant economc role in the area surrounding the city of
Tr oy. The agricultural products produced include sorghum cotton,
hay, wheat, corn and cattle.

The 1990 United States Census estimated the population of the Troy
assessment area at 69,581 and the median famly income at $30, 349.
Approximately 17% of the famlies in the assessnent area live in

noderate 1incone census tracts. However, 34% of the famlies
t hroughout the assessnent area are considered low - or noderate -
i ncone. In addition, 14% of the famlies live below the poverty

| evel. The Departnent of Housing and W ban Devel opnent (HUD) updates
the 1990 census information for the nedian famly incone on an annual
basis and reports the 1996 nedian famly incone for MSA 3810 at
$35, 600. For CRA purposes, borrower incone information is anal yzed
using the HUD adjusted figure. The following table details the
various inconme levels in the assessnent area based on the adjusted
medi an famly incone.

MBA MED AN FAM LY | NCOVE
$35, 600
| NcOVE CATEGORY | NCOVE RANGE AS A UPPER LIM T oF RaNGE
PERCENT OF MEDI AN
LOW | NCOVE 0-50% $17, 800
MODERATE- | NCOVE 50- 80% $28, 480
M DDLE- | NCOVE 80-120% $42, 720
UPPER- | NCOMVE over 120% over $42,720

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A:

Commercial and Agricultural (Small Business) related | oans represent
the largest segnent of the loan portfolio based on dollar volune
whil e consuner |oans represent the |argest segnent based on total
originations. As a result, BOTI's CRA performance was anal yzed using
a sanple of 29 snmall business and 48 consuner |oans nade between
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Decenber 1996 and May 1997. The analysis of |oans by the incone
| evel of the borrower and incone level of the census tracts is
limted to the sanpled | oans | ocated within the assessnent area.

LOAN TO DEPCSI T RATI O

BOTI"s loan to deposit ratio is adequate. As of June 30, 1997, the
loan to deposit ratio was 59.27% up from 54.46% a year ago. The
nati onal peer average loan to deposit ratio for June 1996 is 62.80%
To better understand the bank's performance in relation to other
banks in the local area an analysis was conducted of simlar sized
banks in the surrounding comunities. The average |oan to deposit
ratios of the simlarly situated banks was 62.17% BOI' s average
| oan to deposit ratio since the previous assessnent was 55.21%

ratio is not indicative of the bank's actual
| endi ng performance. This is because of I[imtations inposed by state
| aw on the anount banks can lend to any one borrower, the bank nust
sell portions of its larger loans to other banks. If portion of
| oans sold to other banks were to be included in the |loan to deposit
ratio it would rise to approximately 65%

The loan to deposit

LENDI NG | N ASSESSMVENT AREA

BOI's lending within the assessnent area is acceptable. As detailed
on the following table, 79% of the consunmer and 76% of the snal
busi ness | oans sanpled were | ocated inside the assessnent area. Wien
anal yzed using dollar volune, 75% of the consuner and 60% of the

smal | business | oans were inside the assessnent area.
Lendi ng I nside the Assessnent Area
Nunber of Per cent of Dol | ar of Per cent of
Loan Type Loan Type Loan Type Loan Type
(000)
Consurrer 38 79 334 75
Commer ci al 22 76 586 60
Tot al 60 78 920 64

LENDI NG TO BORRONERS O DI FFERENT
Dl FFERENT S| ZES

The bank has an excel | ent

i ncones and to businesses of

record of
di fferent

S| zes.

| NCOMES AND TO BUSI NESSES OF

| ending to borrowers of different
As detailed on the

followng table, approximately 60% of the consuner |oans reviewed
were made | ow or noderate-incone borrowers. This conpares
favorably to 34% of the famlies living in the assessnent area which

are consi dered | ow or noderate-i ncone.

the less affl uent

in the assessnent

The high | eve
area denonstrates managenent's

of lending to

conmmtnent to neet the credit needs of the entire comunity.
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Consuner Loan Sanpl e by Incone Level

| NCOVE NUMBER OF | PERCENT OF DoLLAR PERCENT OF

CATEGORY Laans BY TorAL VOLUVE OF TorAL

| NCOVE OF Laoans Laoans Laoans

APPLI CANT (000)

Low | NCOVE 8 30 60 24
MoD- | NCOVE 8 30 59 23
M D- | NCOVE 3 10 27 10
UPPER- | NCOMVE 8 30 109 43
ToraL * 27 100 255 100

* Excludes 11 | oans where the bank did not collect income

i nformati on.

The bank's lending to snall farmand snmall businesses was anal yzed to
determne the level of lending to farns and businesses w th gross
revenues under $1 mllion per year. The analysis indicated that all
but one loan sanpled was to a small farm or snall business. The
followng table details the bank's I ending to businesses of different
si zes.

SMVALL BuUSI NESS LOAN SAMPLE
GROSS REVENUES CF NUVBER OF LOANS BY PERCENT OF TOTAL
Busl NESS | NOOVE OF APPLI CANT Loans
( THOUSANDS)
$0 — 100 2 18
$100 — 250 2 18
$250 - 1, 000 6 55
OvER $1, 000 1 9
ToraL * 11 100

* Excludes 9 | oans where the bank used borrowers' incone
data and 2 | oans where i ncone data was not col | ect ed.

In some instances, a bank may use the borrower's incone rather that
t he conpani es gross revenues when nmaking a credit decision. |n nine
of the small business |oans sanpled, the bank used the borrower's
incone. The analysis of these |oans supports the concl usions reached
concerning the bank's lending to borrowers of different incone |evels
as two of the |oans were nade to noderate i ncone individuals.
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GECCRAPHI C DI STRI BUTI ON CF LOANS

BOT"s level of lending throughout its assessnment area is acceptable.
The tabl e below indicates that the magjority of the bank's lending is
conducted in the mddle and upper incone census tracts that
i mredi ately surrounds the bank's | ocation. This is to be expected
given the bank's sized and the | ocation of the noderate incone tracts
in proximty to the bank. The five noderate incone tracts in the
assessnent area are l|located in the southern nost section of the
assessnment area in Tenple, Texas. Despite this, 8% of the consuner
| oans sanpled were |ocated in noderate incone census tracts.

L oan Sample by Census Tract
Small Business L oans Consumexr Loans Assessment Area
Income Loansin CT | Percentof | Loansin CT | Percent of Number of Per cent of
Category Income Total Income Total in CT or Total CT
Category L oans Category L oans BNA by and BNA
By Loan by L oan Income
Type Type Category
L OW-INCOME NA NA NA NA 0 0
MOD-INCOME 0 0 3 8 5 24
MID-INCOME 12 55 9 24 7 33
UPPER-INCOME 10 45 26 68 9 43
TOTAL 22 100 38 100 21 100

RESPONSE TO COVPLAI NTS

BOT has not received any conplaints about its CRA performance since
t he | ast exam nati on.

COWPLI ANCE W TH ANTI DI SCRI M NATI ON LAWS ( ECOA, FHA, OR HVDA

No violations involving illegal discrimnation or discouragenent were
noted during the concurrent consuner affairs exam nation.
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