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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 Twin Rivers Conmmunity Bank prepared by the Federal
Reserve Bank of Phil adel phia, as of FEebruary 12, 1996. The agency rates
the CRA performance of an institution consistent with the provisions set
forth in Appendix A to 12 CFR Part 228.

| NSTI TUTI ON' S CRA RATI NG SATI SFACTORY

The rating is based upon; (1) the institution's high level of loans in
relationship to its deposits,(2) the mgjority of the institution's
| oans that are located within its assessnent area, (3) the geographic
distribution of Jloans which reflects a reasonable distribution
throughout the institution's assessnent area and,(4)a reasonable
distribution of loans to borrowers of different incone |evels and
busi nessess of different sizes.



DI SCUSSI ON OF | NSTI TUTI ONS PERFORNVANCE

The following table indicates the performance level of TWN R VERS
COMMUNI TY BANK with respect to each of the five performance criteria.

SMALL | NSTI TUTI ON ASSESSMENT
CRI TERI A

TWN R VERS COVMMUNI TY BANK
PERFCRVANCE LEVELS

Exceeds
St andar ds
for
Satisfactory
Per f or mance

Meet s
St andar ds
for
Satisfactory
Per f or mance

Does not neet
St andar ds
for
Satisfactory
Per f or mance

Loan to Deposit Ratio X

Lendi ng in Assessnment Area

Lendi ng to Borrowers of
Different | ncones and Busi ness
of Different Sizes

Geographic Distribution of
Loans X

No conpl ai nts were received since the previous
exam nati on.

Response to Conpl aints

DESCRI PTI ON OF | NSTI TUTI ON

Twin R vers Community Bank (TR)opened for business on COctober 15, 1990.
The bank's adm nistrative headquarters is |located at 2925 WIIiam Penn
Hi ghway in Pal mer Townshi p, Northanpton County, which is proximte to
the Gty of Easton, Pennsylvania. At this location the bank also
mai ntai ns a branch office and an automated teller machi ne.

On August 15, 1994, the bank opened its second branch office | ocated at
61 North Third Street, Easton, Pennsylvania. The office is |ocated
within the city's downtown business district. The office is also | ocated
wthin a low to noderate-inconme census tract as defined by 1990 U. S
Census Bureau statistics.

Accordi ng to managenent, the bank's goal is to becone firmy established
as the primary conmmunity banking alternative in the Easton area. To
acconplish this objective the bank continues to enphasize the advant ages
of its know edgeabl e and experienced staff, its community focus, and its
ability to provide personalized and flexible banking services to
i ndi vi dual s and businesses within its comunity.

The bank 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 $96.5 nmillion, of which $69.5

(conti nued)



DI SCUSSI ON OF | NSTI TUTI ON PERFORVANCE ( CONTI NUED)

DESCRI PTI ON OF | NSTI TUTI ON ( cont i nued)

mllion were loans. An analysis of the loan portfolio reveal ed that
| oans secured by residential real estate- $42.7 mllion or 62% and
personal loans-$7.9 mllion or 11%accounted for 73% of total |oans. The
bal ance of the portfolio is essentially conprised of commercial | oans.
It should be noted that not all of the |oans secured by residential real
estate are consuner purpose | oans.

Since its inception, the bank has actively originated hone nortgage
credit. Previously, the bank retained all of its residential nortgage
| oans, and had not sold |loans to the secondary market. However, in an
effort to continue to address identified community credit needs, the
bank entered into a fornmal arrangenent with an outside third party to
solicit and process nortgage |oan applications. Thi s arrangenent
enables the bank to offer a wde array of conpetitively priced
residential nortgage products to its comunity. Furthernore, the bank
is able to offer nortgage products specifically designed to address the
needs of first-tinme or lowto noderate incone applicants.

For the year ended Decenber 31, 1995, the bank referred 19 | oans
totaling $1,664,250 to the third party nortgage originator. The bank
al so continues to originate residential nortgage |oans on terns and
conditions that vary fromthose nade avail able though its correspondent
rel ati onship.

In an effort to respond to identified community credit needs, the bank
offers two special credit prograns; the "First Tinme Hone Buyer Progrant
and the "Advance Hone | nprovenent Programi. Both prograns are desi gned
to meet the credit needs of low to noderate-incone individuals and
famlies. And, to ensure that these prograns are responsive to the
identified needs of the community, managenent utilizes denographic and
other related information to establish the loan criteria and the inconme
requi renents for the prograns. Bank managenent al so conducted neetings
wWth representatives of nunerous |ocal comunity organizations and
comunity | eaders to obtain feedback on the requirenments of each program
prior to inplenentation.

The First Time Hone Buyer Programis offered to first time hone buyers
i n Northanpton County with annual househol d i ncomes of $30,900 or |ess
(according to 1990 U S. Census statistics the nedian househol d i nconme in
East on was $26, 365). The maxi mum purchase price under the programis
$80, 500, whi ch was the medi an val ue of owner-occupi ed housing in 1990,
according to a 1991 Conprehensive Housing Affordability Study prepared
by the city of Easton. The program features 100% financing with no
private nortgage insurance required, no application fees and no points.
The fees that are inposed, are |limted to the recovery of expenses such
as appraisal, property search, credit report, notary, and recording
fees. Interest rates are conparable to those offered under its standard
nort gage prograns and al t hough the bank's normal credit standards apply
to this program mnanagenent indicated that sone underwiting flexibility
is applied within the context of safe and sound banking practices.
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DI SCUSSI ON OF | NSTI TUTI ON PERFORVANCE ( CONTI NUED)

DESCRI PTI ON OF | NSTI TUTI ON ( cont i nued)

During 1995, the bank originated loans totaling $1, 394,200 under its
First Time Honme Buyers Program

The Advance Honme | nprovenent Program features 100% financing wth no
points or fees except those inposed to recover the bank's expenses.
This programis directed at Northanpton County home owners that have
annual househol d i nconmes of $39,900 or |ess. The programis designed to
assist community residents with small- to nmediumsize |oans to repair,
mai ntai n or expand existing dwellings. Loans are avail able from $1, 000
to $20,000 with flexible interest rates and repaynent terns. As of the
date of this exam nation, the bank had not originated any | oans under
t he program

During the period between evaluations, the bank significantly increased
its indirect consuner |oan volunme. The bank has established a nunber of
loan referral relationships throughout its |ocal market and as a result
the indirect loan portfolio is primarily conprised of autonobile |oans.
The portfolio also includes a nodest nunber of indirect boat and nobile
home | oans.

In an effort to address the cash managenent needs of small- to nmedium
Ssize businesses, the bank offers an asset-based commercial credit
service. This service, known as “Busi ness Manager”, is offered through

a franchise arrangenent with a third-party through which the bank
purchases the accounts receivable of its commercial |oan custoners on a
di scounted, full recourse basis. This financing arrangenent 1is
beneficial to small Dbusinesses as it provides such entities wth
increased liquidity that can be utilized to address periodic working
capital needs. At year-end 1995, the bank had origi nated eight Business
Manager accounts, which aggregated approxi mately $700, 000 of purchased
accounts receivabl e.

DESCRI PTI ON OF TWN RI VERS COVMUNI TY BANK' S 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 assessnent area.

The assessnent area of the bank is defined as the area wwthin a five-
mle radius surrounding its offices, exclusive of the New Jersey
boundary. The assessnent area is |located in the northern portion of the
Al | ent own- Bet hl ehem Easton Metropolitan Statistical Area (MsSA). The
assessnent area includes 20 census tracts. Two of the tracts or 10% are
designated as low to noderate-incone census tracts by the
U. S. Departnment of Housing and W ban Devel opnent (HUD) and are |ocated in
the city of Easton.

The assessnent area popul ation consists of:



DI SCUSSI ON OF | NSTI TUTI ON PERFORVANCE ( CONTI NUED)

DESCRI PTION OF TWN R VERS COWUNI TY BANK' S ASSESSMENT AREA (conti nued)

Mar ket Popul ation

Low Mod | nconme Popul ation

M ddl e I nconme Popul ati on

M nority Popul ation 5,874
L i e ol eitom ] 1 326

(L/ M designates | ow to noderate-incone)

According to the Community Profile of Easton prepared by the Community
Affairs Departnment of this Reserve Bank, the city has experienced a
steady decline in comercial activity over the past 15 years. Downtown
real estate values are depressed and vacancy rates are increasing.
Moreover, the officials of the |ocal governnent have experienced
difficulty devel oping nmethods to revitalize the business district. The
principal sector of the local econony has traditionally been
manuf act uri ng; however, the service sector has grown significantly over
the |l ast decade. The nmjor enployers in the region are Victaulic(950
enpl oyees), Binney and Smth(750), Janes River(690), Mack Printing(555),
and Mai ers Bakery(375).

Easton has a sizable l|owincone population and a growng mnority
popul ati on. The mnority population in the city, is 9.3% African
American and 4. 7% Hi spanic. However, based upon U. S. Census data, the
popul ati on of Easton decreased by 26% between 1950 and 1990. The
majority of the decline in population occurred between 1970 and |1 980 and
was due, in part, to an increase in enploynent opportunities that were
created by the devlopnent of industrial parks in the surrounding
t ownshi ps. And, concomtant wth this factor, was a growh in the
construction of residential housing and an increase in the devel opnent
of related anenities such as shopping centers and personal-service
busi nesses in the suburban areas of Easton. The nmedian famly inconme of
$26, 365 conpared to $39, 749 and $43,000 for the bank's entire assessnent
area and the MSA, respectively.

Fifty two percent of the housing units in the city are owner-occupi ed,
conpared to 68% and 67% for the banks entire assessnent area and the
entire MSA, respectively. The owner-occupancy rate for residential
housi ng has steadily declined in recent years as nmany owner-occupied
houses have been converted into two- and three-unit rental properties.
VBA.



DI SCUSSI ON OF | NSTI TUTI ON PERFORVANCE ( CONTI NUED)

DESCRI PTION OF TWN R VERS COWUNI TY BANK' S ASSESSMENT AREA (conti nued)

The bank operates in an extrenely conpetitive financial services nmarket.
The Al | ent own/ Bet hl ehenf Easton MSA is serviced by 33 banks and thrift
institutions with a total 228 offices. Conbi ned deposits of these
institutions total $7.4 billion. Additionally, the MSA contains a
nunber of large financial institutions. Area conpetition has continued
tointensify with the recent trend of acquisitions of smaller financial
institutions by |larger regional and super-regional financial entities.

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A

LOAN TO DEPOSI T RATI O

The lending profile of the bank continues to reflect a retai
orientation and an overall responsiveness to credit needs in its
assessnent area. According to the Decenber 31, 1995 Uniform Bank
Performance Report (UBPR), the bank's |oan-to-deposit ratio as of year
end 1995 was 79.3% (peer, 65.6%, while at Decenber 31, 1994 and
Decenber 31, 1993 it was 82.5% and 80. 2% respectively.

The followng chart depicts the |oan-to-deposit ratio and the asset-
growh rates from 1992-96

12/ 31/ 95 12/ 31/ 94 12/ 31/ 93 12/ 31/ 92
Loan to Deposit 79. 31% 82.49% 80. 15% 79. 15%
Asset Growt h 12.20% 28.13% 53. 99% 88. 59%
Net Loan Growt h 10. 21% 31.82% 52.20% 161. 00%

The above chart indicates that the bank continues to exhibit steady
gromh while maintaining a balance sheet conposition that contains a
high level of loans relative to deposits. Additionally, the high asset
and |loan growh rates associated with a start-up institution have
di m ni shed as the bank has matured. Despite these factors, the bank has
consistently maintained a loan to deposit ratio of approximtely 80%
over a four year period.

The follow ng chart depicts the institution’s quarterly loan to deposit
rati os since the previous examnation. It also shows the quarterly | oan
to deposit ratio average since the |ast exam nation. The quarterly | oan
to deposit ratio average is derived by adding the quarterly |oan-to-
deposit ratios and dividing by the nunber of quarters since the |ast
exam nati on



DI SCUSSI ON OF | NSTI TUTI ON PERFORVANCE ( CONTI NUED)

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A (conti nued)

LOAN TO DEPCSI T RATI O (conti nued)

As O Net Loans Deposits Rati o

09/ 30/ 94 $58, 740, 000 $69, 042, 000 85.08%

12/ 31/ 94 $62, 367, 000 $75, 606, 000 89.49%

03/ 31/ 95 $66, 444, 000 $79, 603, 000 83.47%

06/ 30/ 95 $65, 366, 000 $80, 298, 000 81.40%

09/ 30/ 95 $68, 869, 000 $81, 739, 000 84.05%

12/ 31/ 95 $68, 737, 000 $86, 672, 000 79.31%

Quarterly Loan to Deposit Ratio Average Since Previous

Examni nati on 82.66%

LENDI NG | N ASSESSMENT AREA

In an effort to docunent its lending profile, the bank inplenented
procedures to regularly nonitor and anal yze the geographic distribution
of its credit originations. Accordingly, such analyses were revi enwed
during the evaluation. The evaluation also included a review of the
bank's 1994 Honme Mrtgage Disclosure Act (HVDA) Loan Application
Regi ster (LAR)

The bank perforned a geographic analysis of all loans originated in
1995. A review of this analysis revealed the follow ng geographic
di stribution (L/M denotes applications derived from|ow to noderate-
i ncone census tracts). The follow ng charts depict the bank’s | ending
profile within and outside its assessnent area for all |oans originated
in 1995 exclusive of indirect consumer |oans.

Loans I nside and Qutside of Assessnent Area
Excl usi ve of Indirect Consumer Loans

Nunber Per cent Dol | ar Per cent
I nsi de 481 73.10% $15, 087, 073 62. 41%
Qut si de 177 26. 90% $9, 086, 456 37.59%
Total Loans 658 100. 00% $24, 173, 529 100. 00%




DI SCUSSI ON OF | NSTI TUTI ON PERFORVANCE ( CONTI NUED)

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A (conti nued)

LENDI NG | N ASSESSMENT AREA (conti nued)

Penetration Level s by Product Type: Number of Loans
Nunber Per cent Nunber Per cent
I nsi de I nsi de Qut si de Qut si de
Consuner Loans 279 74.80% 94 25.20%
Resi denti al Mortgage Loans 64 67.37% 31 32.63%
Conmer ci al Loans 138 72.63% 52 27.37%
Total Loans 481 73.10% 177 26. 90%
Penetration Level s by Product Type: Dollar Ambunts
Dol | ar Dol | ar
Anmount Per cent Anmount Per cent
I nsi de I nsi de Qut si de Qut si de
Consuner Loans $3, 218, 147 69. 47% $1, 414, 046 30. 53%
Resi denti al Mrtgage Loans $5, 330, 690 60. 33% $3, 504, 825 39.67%
Commer ci al Loans $6, 538, 236 61. 07% $4, 167, 585 38.93%
Total Loans $15, 087, 073 62. 41% $9, 086, 456 37.59%

A review of

the bank's 1994 HVDA/ LAR revealed a simlar

penetration

profile:
1994 HVDA Application Penetration Profile

Nunber Per cent
I nsi de 133 67.5%
Qut si de 64 32.5%
Total Applications 197 100%

1994 HVDA Loan Penetration Profile

Nunber Per cent
I nsi de 119 69%
Qut si de 53 31%
Total Applications 172 100%




DI SCUSSI ON OF | NSTI TUTI ON PERFORVANCE ( CONTI NUED)

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A (conti nued)

LENDI NG | N ASSESSMENT AREA (conti nued)

As previously noted in this evaluation, under Description of
Institution, the bank significantly increased its indirect consuner
| oan vol une since the date of the previous eval uation.

Cenerally, if a community bank engages in indirect lending activities,
t he geographic distribution of its loan originations will be nore w dely
di spersed. Approxinmately 34% of the total nunmber and 14% of the total
dol lar anount of |oans originated in 1995 consisted of indirect consuner
| oans. Accordingly, a separate geographic analysis was perfornmed for

this segnent of the portfolio.

I ndi rect Consumer Loans | nside and Qutsi de of Assessment Area

Nurber Per cent Dol | ar Per cent
I nsi de 81 24. 04% $831, 637 20. 43%
Qut si de 256 75.96% $3, 238, 124 79.57%
Total Loans 337 100. 00% $4, 069, 761 100. 00%

Loans I nside and Qutside of Assessnent Area
I ncl usi ve of | ndirect Consuner Loans

Nurber Per cent Dol | ar Per cent
I nsi de 562 56. 48% $15, 918, 710 56. 36%
Qut si de 433 43.52% $12, 324, 580 43. 64%
Total Loans 995 100. 00% $28, 243, 290 100. 00%

Notwi t hstanding its indirect lending activities, the preceding data
indicates that a majority of the bank’s |loans were made within the
assessnment area. Moreover, the overall lending profile of the bank is
deened satisfactory for purposes of the CRA, based upon its asset-size,
financial condition, business objectives, and its response to the
identified credit needs within its delineated community.

GEOGRAPHI C DI STRI BUTI ON OF | OANS

The follow ng charts depict the geographic distribution of all I|oans
originated within the assessnent area of the bank during 1995,
excl usive of indirect consunmer |oans.



DI SCUSSI ON OF | NSTI TUTI ON PERFORVANCE ( CONTI NUED)

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A (conti nued)

GEQGRAPHI C DI STRI BUTI ON OF LOANS (conti nued)

Geographic Distribution of Loans Wthin Assessnent Area
Excl usi ve of |ndirect Consuner Loans
Nurber Per cent Dol | ar Per cent
Low Mod 57 11. 85% $1, 460, 948 09. 68%
M ddl e 260 54. 05% $7, 167, 464 47.51%
Upper 145 30. 15% $5, 209, 036 34.53%
Undef i ned 19 03. 95% $1, 249, 625 08. 28%
Tot al 481 100. 00% $15, 087, 073 100. 00%
Geographic Distribution of Loans within Assessnent Area
By Product Type
Exclusive if Indirect Consuner Loans
Consurmer Resi denti al Commerci a
Loans Mor t gages Loans Total Loans
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%
An analysis of the bank's 1994 HVDA/ LAR reveal ed a simlar geographic
di stribution:
Geographi c Distribution of Applications
Wthin Assessnent Area
Nurnber Per cent
Low Mod 8 6%
M ddl e 78 59%
Upper 47 35%
Tot al 133 100%
Further analysis revealed that 8.6% of all HVDA applications were
received from applicants residing in low to noderate-incone census

tracts that
ar ea.

wer e

| ocat ed

i nsi de and outside of

10

t he bank’s assessnent




DI SCUSSI ON OF | NSTI TUTI ON PERFORVMANCE ( CONTI NUED)

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A (conti nued)

GEOGRAPHI C DI STRI BUTI ON OF LOANS (conti nued)

Geographic Distribution of Loans Wthin Assessnent
Ar ea
Nunber Per cent
Low Mod 7 6%
M ddl e 68 57%
Upper 44 37%
Tot al 119 100%

Moreover, 7.0% of all HVDA |loan originations were extended to finance properties
located in low to noderate-inconme census tracts inside and outside of the bank’s
assessnent area.

In summary, the analysis reveal ed that the geographic distribution of |oans reflected
a reasonabl e distribution throughout the institution's assessnent area, including | ow
to noderate i ncome geographies.

LENDI NG TO BORROAERS OF DI FFERENT | NCOVES

A low or noderate-income designation refers to income which is |ess than 80% of an
MBA' s nedian fam |y income. The median famly income for the Allentown-Bethl ehem East on
MBA is $43,000; thus, famlies with an annual incone of |ess than 80% of the medi an MSA
i nconme ($34,400), are considered to be |ow to noderate-incone.

A statistical sanple of |oan applications approved during the 60 day period prior to
the date of exami nation was reviewed to determine the incone distribution of borrowers.
Borrower incones were categorized as follows:

Low / Mbderate | ncone Less than 80% of the Medi an MSA | ncone -
Less than $34, 400

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

Upper | ncome Greater than 120% of the Medi an MSA
I nconme - Greater than $51, 600

The sample of loans for this period revealed the following distribution by incone
category:

11



Dl SCUSSI ON OF | NSTI TUTI ON PERFORMANCE ( CONTI NUED)

CONCLUSI ONS W TH RESPECT TO PERFORMANCE CRI TERI A (conti nued)

LENDI NG TO BORROWNERS OF DI FFERENT | NCOVES (conti nued)

Borrower |ncome Distribution -MA
Consurmer Real Estate Tot al
Nurber Pct . Nurber Pct . Nurber Pct .
Low Moder at e 14 41% 9 53% 23 45%
M ddl e 8 24% 3 18% 11 22%
Upper 12 35% 5 29% 17 33%
Tot al 34 100% 17 100% 51 100%

The nedian famly inconme for the bank’s assessnent area was determ ned
to be $39,749. Since the nedian inconme for the assessnent area was | ower
than that of the MSA, the sanple was also reviewed to determ ne the
i ncone distribution of borrowers based upon the assessnent area’s inconme
classifications. Borrower incones were categorized as foll ows:

Low / Mbderate | nconme Less than 80% of the Medi an
Assessnment Area | ncome - Less
t han $31, 799

M ddl e | ncone 80% to 120% of the Medi an
Assessnment Area | nconme - Between
$31, 799 and $47, 699

Upper | ncone Greater than 120% of the Medi an
Assessnment Area | ncone - G eater
t han $47, 699

The review reveal ed the foll ow ng income distribution:

Borrower Incone Distribution - Assessnent Area
Consunmer 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%

A review of the bank’s 1994 HVDA/ LAR revealed the follow ng borrower
i ncome distribution:
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DI SCUSSI ON OF | NSTI TUTI ON PERFORVANCE ( CONTI NUED)

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A (conti nued)

LENDI NG TO BORROAERS OF DI FFERENT | NCOVES (conti nued)

1994 HWVDA Incone 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 conparison to the denographics of the assessnent area, the anal ysis
reveal ed a reasonabl e penetration to individuals and famlies of varied
i ncone | evel s.

LENDI NG TO BUSI NESSES OF DI FFERENT S| ZES

A smal |l business loan for the purposes of the CRA is a |loan that is
defined and categorized according to the instructions that are utilized
for the preparation of the Consolidated Report of Condition and | ncone.

Accordingly, Schedule RG-C Part Il (Loans to Small Businesses and Smal |
Farns) of the bank's Consolidated Reports of Condition and |Incone as of
June 30, 1995, filed wth this Reserve Bank, was reviewed to assess the
bank’ s | evel of small business loans. It is noteworthy that all of the
bank’ s commerci al | oans and non-residential nortgage | oans, extended for
commer ci al purposes, were classified as small business | oans as shown in
the folowi ng chart:
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DI SCUSSI ON OF | NSTI TUTI ON PERFORVANCE ( CONTI NUED)

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A (conti nued)

LENDI NG TO BORRONERS OF DI FFERENT SI ZES

Loans to Snall Busi ness
Consol i dated Reports of Condition and |Incone as of 6/30/95
Schedul e RC-C Part |1
Comercial and I ndustrial Loans

Anmount
Nunmber of Qut st andi ng

Loans Per cent at 6/30/95 Per cent
Loans with original anounts
of $100, 000 or Less 97 89% $1, 381, 000 53%
Loans with original anounts
of nore than $100, 000
t hrough $250, 000 11 10% $1, 012, 000 39%
Loans with original anounts
of nore than $250, 000
t hrough 1, 000, 000 1 1% $200, 000 8%
Tot al 109 100% $2, 593, 000 100%

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

Anmount
Nunmber of Qut st andi ng

Loans Per cent at 6/30/95 Per cent
Loans with original anounts
of $100, 000 or Less 18 35% $986, 000 10%
Loans with original anounts
of nore than $100, 000
t hrough $250, 000 21 40% $2, 996, 000 30%
Loans with original anounts
of nore than $250, 000
t hrough 1, 000, 000 13 25% $5, 912, 000 60%
Tot al 52 100% $9, 894, 000 100%

A statistical sanple of 20 commercial |oans originated during the 60 day
period prior to the date of exam nation was al so reviewed to determ ne
the distribution of |oans to businesses of different sizes. Fromthe
review, it was determ ned that 19 or 95% of the | oans were extended to
busi nesses with gross annual revenues of $1.0 nmillion or |ess. Such
distribution is deened commensurate with the asset size and |ending
capacity of the bank.

14



DI SCUSSI ON OF | NSTI TUTI ONS PERFORMANCE ((CONTI NUED)

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A (conti nued)

COVPLI ANCE W TH ANTI DI SCRI M NATI ON LAWS

A review of the credit policies of the bank 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 sclosure Act and ot her agency regul ations pertaining to
nondi scrimnatory treatnent of credit applicants.

The institution solicits credit applications fromall segnents of its
comunity, 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 consuner credit statutes.
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