GENERAL | NFORMATI ON

The Community Reinvestnment ACT (CRA) requires each federal financia
supervisory agency to use its authority when exam ning financial
institutions subject to its supervision, to assess the institution's
record of neeting the credit needs of its entire conmunity, including
| ow- and noder at e-i nconme nei ghbor hoods, consistent with safe and sound
operation of the financial institution. Upon conclusion of such
exam nation, the agency nust prepare a witten evaluation of the
institution's record of neeting the credit needs of its conmunity.

Thi s docunent is an evaluation of the Community Rei nvestnment Act (CRA)
performance of Whodl ands Bank prepared by the Federal Reserve Bank of
Phi | adel phia, as of April 1, 1996. The agency rates the CRA performance
of an institution consistent with the provisions set forth in Appendi x
Ato 12 CFR Part 208.

Institution's CRA Rating: Satisfactory

The rating is based upon: (1) the institution's high Ievel of |oans, in
relationship to its deposits (2) the mgjority of the institution's |oans
that are located within its assessnent area, (3) a reasonabl e geographic
distribution of |oans throughout the institution's assessnent area, and
(4) a reasonable distribution of |loans to borrowers of different inconme
| evel s.



COVMUNI TY REI NVESTMVENT ACT ASSESSMENT

The followi ng chart indicates the performance | evel of WOODLANDS BANK
with respect to each of the five performance criteria.

SMALL | NSTI TUTI ON
ASSESSMENT CRI TERI A
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Loan to Deposit Ratio X

Lendi ng i n Assessment
Area X

Lendi ng to Borrowers
of Different Incones
and Busi nesses of

Different Sizes X
Geogr aphi ¢
Di stribution of Loans X

Response to
Compl ai nts

No conpl aints were received since the previ ous exam nation.

Description of Institution

Wodl ands Bank (WB) opened for business in Septenber 1990. Its sole
office is located in Loyalsock Township, Lycom ng County which is
proximate to WIIlianmsport, Pennsylvania a major city in the region
Fromthis | ocation, the bank operates a full-service banking office and
an automated teller machine (ATM which is linked to a nationw de ATM
system Money Access Card (MAC). The lending efforts of the institution
are primarily focused towards small- to medi um sized businesses in the
community that require personalized service, know edgeabl e |ending
personnel, and pronpt credit decisions.

WB offers a variety of conventional |oan and deposit products. The
Uni form Consol i dated Statenent of Condition and Inconme as of Decenber
31, 1995 reported total assets of $64 mllion, of which $41 million or
63.2% were |oans; conpared to $52 mllion, $38 mllion, and 73.5%
respectively, at Decenber 31, 1994.

Description of Assessment Area

The bank utilizes its effective lending territory, in conjunction with
exi sting geographic and natural boundaries, as the basis for determ ning
its assessnment area. The assessnent area is located in the northern
portion of the WIIliamsport Metropolitan Statistical Area (MSA) and

(conti nued)
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Description of Assessnment Area (conti nued)

extends in a radius that is approximately five mles fromW's office.
It includes WIliansport, the borough of Montoursville, and the township
of Loyal sock. The assessnent area includes 29 census tracts, four or
13.8% of which, are designated as | ow to noderate-incone geographies
by the U. S. Departnent of Housing and Urban Devel opnent (HUD). All of
the low to noderate inconme geographies are |ocated in WIlIlianmsport.

As of Decenber 31, 1995, civilian enploynent in the assessnment area
nunbered 52, 566, 22.6% of which, is professional and managerial; and
12. 3% of which, is involved in precision production, craft, and repair.
The unenploynment rate for the MSA is 7.1% conpared to 6.3% for the
state of Pennsylvania and a national average of 5.6%

The assessnent area consists of 49,580 housing units, 31, 332 or 63.2%
of which, are owner-occupied. Rental units represent 27.5% of the total
housing units; while 9.3% of the total units are vacant. The nedi an
val ue of housing units in the assessnment area is $54, 104, as conpared to
a nedi an val ue of $69, 700 for the state of Pennsylvania. The nedi an age
of the housing stock is 36 years and 49% of the hones in the assessnent
area were built prior to 1950.

The assessnent area popul ation consists of:

L e L enee

Mar ket

Popul ati on 118, 710 100. 0%
Low Mbd | ncone

Popul ati on 11, 201 9. 4%
M ddl e | ncone

Popul ati on 48, 186 57. 0%
Upper | ncone

Popul ati on 29, 828 35. 2%

M nority
Popul ati on 3, 946 3.3%

L/'M Mnority
Popul ati on 1,720 1. 4%

(L/ M desi gnates | ow to npderate-incone)

Loan to Deposit Ratio

According to the Decenber 31, 1995 Uniform Bank Performance Report
(UBPR), the | oan-to-deposit ratio as of the sane date equal ed 72. 2% as
conpared to a peer ratio of 65.6% Peer data refers to all insured
comer ci al banks having assets between $50 nmillion and $100 mllion with
two or | ess banking offices, and |located in a netropolitan area.
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Loan to Deposit Ratio (continued)

The follow ng chart

depicts the |oan-to-deposit

rati os and asset

| oan gromt h rates of the bank for a four-year period:
12/ 31/ 95 12/ 31/ 94 12/ 31/ 93 12/ 31/ 92
Loan to Deposit 72. 2% 81. 6% 72. 1% 69. 4%
Asset G owth 24. 4% 12. 8% 22.6% 40. 9%
Net Loan Growth 6. 9% 27.8% 25. 4% 49. 1%

During this period, WB has exhi bited consi derabl e asset and | oan grow h
attributed, in

of a loan portfolio that
busi ness and consuner

which is
devel opnent

The follow ng chart depicts the quarterly | oan-to-deposit
the previous exam nation. The quarterly | oan-to-deposit

is derived by adding the quarterly | oan-to-deposit

| oans.

by the nunber of quarters.

part, to

managenent’ s
is primarily conprised of snall

enphasi s

As O Net Loans Deposits Rati o
09/ 30/ 94 $35, 240, 000 $42, 538, 000 82. 8%
12/ 31/ 94 $40, 517, 000 $56, 146, 000 72. 2%
03/ 31/ 95 $38, 831, 000 $50, 420, 000 77. 0%
06/ 30/ 95 $38, 892, 000 $52, 937, 000 73.5%
09/ 30/ 95 $39, 898, 000 $54, 158, 000 73. 7%
12/ 31/ 95 $40, 517, 000 $56, 146, 000 72. 2%

Quarterly Loan to Deposit Ratio Average Since Previous Exam nation 75. 2%

The bank’s | oan-to-deposit
the credit needs within

rati o appears reasonable given its size and
its assessnent area.

Lending In Assessnent Area
The followng chart depicts WBs lending profile for al
originated in 1995 exclusive of indirect consuner |oans.

Loans Inside and Qutsi de of Assessnent Area

Excl usi ve of I|ndirect Consuner Loans

Nunber Per cent Dol | ar Per cent
I nsi de 481 73% $15, 087, 073 62%
Qut si de 177 27% $ 9,086, 456 38%
Total Loans 658 100% $24, 173, 529 100%

rati os since
rati o average
rati os and dividing
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Lendi ng I n Assessnent Area (continued)

In particular, the follow ng charts depict the | oan penetration of the

bank within its assessnent area by product type:

Penetration Level s by Product Type: Nunber of Loans
Number Per cent Number Per cent
I nsi de I nsi de Qut si de Qut si de
Consuner Loans 279 75% 94 25%
Resi denti al 64 67% 31 33%
Mort gage Loans
Commerci al Loans 138 73% 52 27%
Total Loans 481 73% 177 27%
Penetration Levels by Product Type: Dollar Amounts
Dol | ar Per cent Dol I ar Per cent
Anmount I nsi de Anmount Qut si de
I nsi de Qut si de
Consuner Loans $ 3,218, 147 70% $1, 414, 046 31%
Resi denti al $ 5,330,690 60% $3, 504, 825 40%
Mort gage Loans
Commer ci al Loans $ 6,538, 236 61% $4, 167, 585 39%
Total Loans $15, 087, 073 62% $9, 086, 456 38%

Addi tionally, WB's 1994 Hone Mortgage Disclosure Act (HVDA) statenent
was reviewed to determne the extent of its lending presence wwthin its

assessnent area. Details of the review are presented in the charts
bel ow.
1994 HVDA Application Penetration Profile
Nurber Per cent
I nsi de 133 67%
Cut si de 64 33%
Total Applications 197 100%
1994 HVDA Loan Penetration Profile
Nurber Per cent
I nsi de 119 69%
Cut si de 53 31%
Total Applications 172 100%
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Lendi ng I n Assessnent Area (continued)

Based upon the precedi ng anal yses, it was determ ned that a significant
anount of the bank’s credit extensions were originated within its
assessnent area. Moreover, WB's overall lending profile was determ ned
to be satisfactory in view of its asset- size, financial condition,
busi ness objectives, and identified credit needs within the assessnent
ar ea.

Lending to Borrowers of Different |ncones

A statistical sanple of |oan originations for the 60-day period, prior
to the date of the examnation, was reviewed to determne the
distribution of borrowers of different incone | evels. Borrower incones
were categorized as foll ows:

Low / Mbderate | ncone Less than 80% of the Median MSA | nconme - Less
t han $34, 400

M ddl e | ncone 80%to 120% of the Medi an MBA | ncome - Between
$34, 400 and $51, 600

Upper | ncone G eater than 120% of the Medi an MSA | ncone -
Over $51, 600

The review indicated that the bank provided credit to borrowers of al
i ncone | evels as sunmari zed bel ow.

Borrower | ncone Distribution
Consuner Real Estate Tot al
Nunber Pct . Nunber Pct . Nunber Pct .
Low Moder at e 12 35% 6 35% 18 35%
M ddl e 9 27% 6 35% 15 30%
Upper 13 38% 5 30% 18 35%
Tot al 34 100% 17 100% 51 100%
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Lending to Borrowers of Different |ncomes (continued)

Additionally, a review of WB's 1994 HVDA Di scl osure statenent disclosed
the follow ng borrower incone distribution:

1994 HVDA | ncone Distribution for Assessment Area
Appl i cations Loans Originated
Recei ved

Nunber Per cent Nunber Per cent
Low Mbderate |ncone 29 22% 23 19%
M ddl e | ncone 33 25% 31 26%
Upper | ncone 67 50% 65 55%
Not Avail abl e 4 3% 0 0%
Total Appl./Loans 133 100% 119 100%

In view of the denographics of the bank’s assessnent area, the analysis
revealed that WB's lending activities reflect a reasonabl e penetration
anong individuals of different inconme |evels.

Lendi ng to Business of Different Sizes

A small business loan for the purposes of CRA is a loan that is
included in the category, “Loans to Small Businesses” as defined in the
instructions for preparation of the Consolidated Report of Condition and
| ncone.

According to Schedule RCG-C Part |11 (Loans to Snall Businesses and Snal
Farns) of the bank's Consolidated Reports of Condition and |Incone as of
June 30, 1995, all of the bank’s comercial |oans and commerci al
nortgage | oans, reported at that date, were classified as small business
| oans as shown in the follow ng chart:
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Lendi ng to Business of Different Sizes (continued)

Loans to Small Business
Consol i dated Reports of Condition and | ncome as of 6/30/95
Schedul e RC-C Part 11
Commerci al and Industrial Loans

Anmount
Number of Loans Per cent Qut st andi ng at Per cent

6/ 30/ 95

Loans with

origi nal anpunts

of $100, 000 or 97 89% $1, 381, 000 53%

Less

Loans with

origi nal anpunts

of nore than 11 10% $1, 012, 000 39%

$100, 000 t hrough

$250, 000

Loans with

origi nal anpunts

of nore than 1 1% $ 200, 000 8%

$250, 000 t hrough

1, 000, 000

Tot al 109 100% $2, 593, 000 100%

Loans to Snall Business
Consol i dated Reports of Condition and | ncome as of 6/30/95
Schedul e RC-C Part ||
Loans Secured by Nonresidential Properties

Anmount
Number of Loans Per cent Qut st andi ng at Per cent
6/ 30/ 95
Loans with
origi nal anpunts o o
of $100, 000 or 18 35% $ 986, 000 10%
Less
Loans with
origi nal anpunts
of nore than 21 40% $2, 996, 000 30%
$100, 000 t hrough
$250, 000
Loans with
origi nal anpunts
of nore than 13 25% $5, 912, 000 60%
$250, 000 t hrough
1, 000, 000
Tot al 52 100% $9, 894, 000 100%

In addition, a statistical sanple of commercial |oans originated during
for the 60-day period prior to the date of exam nation was reviewed to
determne the distribution of |oans to businesses of different sizes. O
the twenty commercial |oans originated during this period, 19 or 95%
were made to businesses with gross annual revenues of $1 mllion or
| ess.
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Lendi ng to Business of Different Sizes (continued)

Based upon the foregoing information,
to businesses of
t he nunber

regard
addi ti on,

di fferent
and dol | ar

anount

Si zes,

is deened

commensurate with its asset-size and | endi ng capacity.

Geographic Distribution of Loans

The bank has originated |oans in | ow, noderate,
geogr aphi es that

conpri se

its assessment

depi ct the geographic distribution of al

ar ea.

m ddl e,
The followi ng charts

the bank’s lending profile, with
r easonabl e.
of WB's busi ness | oans appears

In

and upper-inconme

| oans originated within WB's

assessnent area during 1995, exclusive of indirect consuner |oans.
Geographic Distribution of Loans Wthin Assessnent Area
Excl usi ve of Indirect Consuner Loans
Nunber Per cent Dol | ar Per cent

Low Mod 57 12% $1, 460, 948 10%
M ddl e 260 54% $7, 167, 464 48%
Upper 145 30% $5, 209, 036 34%
Undef i ned 19 4% $1, 249, 625 8%
Tot al 481 100% $15, 087, 073 100%

Geographic Distribution of Loans within Assessnment Area

By Product Type
Excl usi ve of Indirect Consuner Loans
Consuner Loans Resi denti al Commer ci al Loans Total Loans
Mor t gages
Num Pct . Num Pct . Num Pct . Num Pct .
Low Mod 25 9% 10 16% 22 16% 57 12%
M ddl e 165 59% 32 50% 63 45% 260 54%
Upper 82 29% 22 34% 41 30% 145 30%
Undef i ned 7 3% 0 0% 12 9% 19 4%
Tot al 279 100% 64 100% 138 100% 481 100%
A review of WB's 1994 HMDA Statenent reveal ed the foll ow ng geographic

di stribution:

Geographic Distribution of Applications Wthin

Assessnent Area

Nunber Per cent
Low Mod 8 6%
M ddl e 78 59%
Upper 47 35%
Tot al 133 100%
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Geographic Distribution of Loans (conti nued)

Geographic Distribution of Loans Wthin Assessnent Area

Number

Per cent

Low Mod

7

6%

M ddl e

68

57%

Upper

44

37%

Tot al

119

100%

G ven the precedi ng geographi c anal yses, the bank’s lending efforts have
resulted in a reasonabl e dispersion of |oans throughout its assessnent
ar ea.

Conpliance with Antidiscrimnation Laws

A review of the bank's credit policies revealed no evidence of
prohi bited discrimnatory practices such as prescreening or the
di scouragenent of applicants for the types of credit that are set forth
in the bank's CRA statenent. The bank is in conpliance with the
substantive provisions of the antidiscrimnation |aws and regul ati ons,
i ncluding: the Equal Credit Opportunity Act, the Fair Housing Act, the
Home Mortgage D scl osure Act, and other agency regul ations pertaining to
nondi scrimnatory treatnment of credit applicants.

The institution solicits credit applications fromall segnents of its
communi ty, including | ow and noderate-income nei ghborhoods. Managenent
has established consuner and commercial |oan policies that evidence its
commtnment to evaluate and offer credit requests without regard to any
prohi bited basis. Additionally, the bank is not currently engaged in any
litigation related to credit statutes.
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