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NOTE:
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an analysis, conclusion or opinion of the federal financial supervisory agency
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General Information

The Community Reinvestment Act 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 moder ate-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 Mojave Desert
Bank, N. A. prepared by The Office of the Comptroller of the Currency, the institution's supervisory
agency, as of September 20, 1999. The agency rates the CRA performance of an institution consistent with
the provisions set forth in Appendix A to 12 CFR Part 25.



Definitions and Common Abbreviations

Thefollowing terms and abbreviations are used throughout this Performance Evaluation. The definitionsare
intended to provide the reader with a general understanding of the terms, not a strict legal definition.

Community Reinvestment Act (CRA) - The statute that requires the OCC to evaluate a bank’ s record of
meeting the credit needsof itslocal community cons stent with safe and sound operation of the bank, and to take
this record into account when evaluating certain corporate applications filed by the bank.

Metropolitan Statistical Area (M SA) - Areadefined by the Director of the United States Office of Management
and Budget. MSAsconsist of one or more counties, including large popul ation centers and nearby communities
that have a high degree of interaction.

CensusTract (CT) - Small, locally defined statistical areas. These areas are determined by the United States
Census Bureau in an attempt to group homogenous populations. A CT has defined boundaries per ten year census
and an average population of 4,000.

HomeM ortgageDisclosure Act (HMDA) - A statute that requires certain mortgage lendersthat do business
or have banking officesin an MSA to file annua summary reports of their mortgage lending activity. The reports
include such data as the race, gender, and the income of the applicants, the amount of |oan requested, and the
disposition (e.g., approved, denied, withdrawn).

Median Family Income (M FI) - The median family income determined by the United States Census Bureau
every ten years and used to determine the income level category of censustracts. Also the median income
determined by the Department of Housing and Urban Devel opment annualy that is used to determine the income
level category of individuals. For any given area, the median isthe point at which haf of the familieshaveincome
aboveit and half below it.

L ow-Income - Income levels that are less than 50 percent of the MFL.

M oder ate-lncome - Income levels that are at least 50 percent and less than 80 percent of the MFL.

Middle-lncome - Income levels that are at |east 80 percent and less than 120 percent of the MFL.

Upper -Income - Income levels that are 120 percent or more of the MFL.



Scope of the Examination
Thereview period for thisevaluation is September 1, 1996 through August 20, 1999. We used bank generated
informationwhichwetested for accuracy. The Mojave assessment areacarriesmost of theweight of MDB’'sCRA
rating. Asof theexamination date, 88 percent of MDB’ sloansare domiciled in thisassessment area. Management
dates the Helendal e branch caters mostly to deposit service needs. The Helendd e branch opened in August 1995.
Institution’s CRA Rating

Theingtitution israted “ Satisfactory.”

The bank’ slending performance throughout itstwo assessment areasis satisfactory, based upon the following
criteria:

C Lending to borrowers within the assessment areas meets the standard for satisfactory performance.
C Lending to borrowers of different incomes and to businesses of different sizesis satisfactory.

C Thebank’ sloan-to-deposit ratiofor thelast twel ve quartersis satisfactory givenitssize, financia condition,
and the credit needs of the assessment areas.

C Wefound no evidence of discriminatory practices, and the bank isin compliancewith Fair Lending laws
and regulations.

C The bank received no complaints pertaining to CRA since the last performance evaluation.

MDB'’s CRA performance was rated “ satisfactory” at the last evaluation, which occurred in September 1996.



Description of the I nstitution

Mojave Desert Bank, N.A. (MDB) isa$33 million community bank that openedin 1991. Itisheadquarteredin
the Kern County community of Mojave, California, whichis 75 miles northeast of Los Angeles. Branch offices
arelocated 65 miles southeast in Helendae, and 15 milesnorthin CdiforniaCity. Helendaeisin San Bernardino
County. Since February 1998, MDB hasbeenthe only bank inMojave. MDB offerstraditional deposit services
and loan products. The Mojave branch hastwo Automated Teller Machines (ATMs) that provide deposit and
withdrawal services. A non-proprietary ATM in CdiforniaCity islocated at agasoline service station and only
dispenses cash. The Helendale branch has one ATM that also only dispenses cash.

Asof June 30, 1999, net loans accounted for 50 percent of MDB’ stota assets. Automobile loans and business
loans (mostly commercid red estate) are the two major |oan categories. MDB offers both direct and indirect (i.e,
contracts purchased from dedl erships) automobileloans. MDB hasno legd impedimentsto lending, other thanits
size. Thefollowing table offers further details about the two major categories of loans.

LOANS OUTSTANDING BY MAJOR PRODUCT TYPE

Loan Type Number of Per cent of Outstandings Per cent of Total
L oans Total Number Outstandings

Automobile 870 88 7,828,151 56

Business 113 12 6,283,888 44

Total 983 100 14,112,039 100

Description of Assessment Areas

MDB hastwo assessment areas within two CaiforniaM SAs. The Mojave assessment areaisin the Bakersfield
MSA, and the Helendal e assessment areais in the San Bernardino County MSA.

Mojave Assessment Area

The Mojave assessment areacons stsof seven censustracts, of which nonearelow-income. Withinthe assessment
areais Cdlifornia City, and the towns of Mojave, Boron, Rosamond, and North Edwards. The assessment area
meetstherequirementsof theregulation and doesnot arbitrarily excludelow- and moderate-income geographies.
The assessment areapopulationis28,867. The 1990 U.S. Censusmedian family incomefor the assessment area
is$31,714. The1999 Department of Housing and Urban Development (HUD) estimated median family income
for the assessment area is $38,700.



MOJAVE ASSESSMENT AREA CENSUS TRACT DISTRIBUTION

Census Tract Type Number of Tractsin Per cent of Assessment Area
Assessment Area by Number
Low-Income 0 0
Moderate-lncome 1 14
Middle- Income 5 72
Upper-Income 1 14
Total 7 100

Thelocd economy hasimproved and isnow stable after experiencing an economic recession in the early and mid-
1990s. Red estate valuesareimproving, and commercial constructionisincreasing. Primary industriesinthe
assessment areaare government, aerospace, retail servicesandtrade, and financia services. Mgor employersare
Edwards Air Force Base, Marconi Flight Systems, and AVTEL Hight Test Inc. Competition in the assessment
areacond stsof acommunity bank in Rosamond, and acommunity bank branch and credit unionin CdiforniaCity.

During thisexamination, we cons dered information recei ved from three prior community contactsand two new
contacts. Theseincluded two economic development corporations, two small businessdevel opment centers, and
one county economic devel opment department. All contactsstated aneed for small businessloans. Other needs
included residential construction lending and credit counseling.

Helendal e Assessment Area

TheHelendal e assessment areaconsists of three censustracts. The Helendale population primarily residesinthe
planned urban devel opment of “Silver Lakes.” A large portion of the assessment areaisuninhabited desert. The
assessment area meets the requirements of the regulation and doesnot arbitrarily exclude low- and moderate-
income geographies. The 1990 U.S. Census median family income for the assessment areais $37,274. The 1999
HUD egtimated median family income for the assessment areaiis $47,200. Thefollowing tableis abreskdown of
the census tracts within the assessment area by income category:



HELENDALE ASSESSMENT AREA CENSUS TRACT DISTRIBUTION

Census Tract Type Number of Tractsin Per cent of Assessment Area
Assessment Area by Tract Type
Low-Income 0 0
Moderate-lncome 2 67
Middle-Income 1 33
Upper-Income 0 0
Total 3 100

Hdenddeisprimarily abedroom and retirement community. Primary industriesin the Helendal e assessment area
include government, retail services and trade, and manufacturing. Thelocal economy is currently experiencing
growthinlight industry and resdential home congtruction. Mgor employersincludethe Silver Lakes Association
and retail service providers. Much of the labor force living in Helendale commutesto Victorville and Barstow. A
factor in attracting resi dents and businessesto Helendd e isthe former George Air Force Base. Thisfacility isbeing
converted to a commercia airport. Opportunities are anticipated for related employment and residential
congtruction lending within the assessment area. MDB isthe only financia ingtitution in Helendae, although one
non-local community bank hasan ATM. Competition primarily comesfrom community banks and branches of
large banks in Victorville and Barstow.

Conclusions with Respect to Performance Criteria
L oan-to-Deposit Ratio

MDB’sloan-to-deposit ratio is satisfactory given the bank’ ssize and financia condition, and the credit needs of
MDB’ sassessment areas. MDB had an average | oan-to-deposit ratio of 65 percent for thetwelve quartersended
June 30, 1999. Four community banks of smilar asset Size and geographic location had |oan-to-deposit ratios that
averaged 59 percent during the same period.

Lending in the Assessment Areas

MDB'’slending within the assessment areasis satisfactory given the bank’ ssize, financia condition, and the credit
needs of the bank’ s assessment areas. Based on asample of 192 loans originated during the review period, the
majority were made to borrowers within the assessment areas. Thisisillustrated in the table below.



LOANS ORIGINATED WITHIN THE ASSESSMENT AREAS

Total LoansOriginated by | Number and Dollar Amount | Percent of Sampled L oans
Number and Dollar Amount of Loans Made Within Made Within the
the Assessment Areas Assessment Areas
192 124 65
$1,699,843 $1,163,966 68

Lending to Borrowers of Different Incomes and to Businesses of Different Sizes
Mojave Assessment Area

MDB'’ sloansarereasonably distributed among borrowers of different incomes. Distribution among low- and
moderate-income borrowersis comparabl e to the demographi cs of the assessment area. Based on our sample of
40 automobile loans, MDB originated 20 percent by number and 19 percent by dollar volume to low-income
borrowers. In addition, MDB originated 25 percent by number and 17 percent by dollar volume to moderate-
income borrowers. The table below illustrates the distribution.

AUTOMOBILE LOANS TO INDIVIDUALS OF DIFFERENT INCOMES

Borrower Number Per cent of L oan Per cent Per cent of Families
Income L evel of Loans Total Dollars of Total Within the Assessment
Number Dollars Area by Income L evel
Low-Income 8 20 89,659 19 17
M oderate-Income 10 25 77,544 17 20
Middle-Income 9 23 110,670 24 25
Upper-Income 13 32 182,056 40 38
Tota 40 100 459,929 100 100

MDB’ sbusinessloansareadequately distributed among businessesof different sizes. Distributioniscomparable
to the business demographics of the assessment area. Based on our sample of 20 businessloansoriginatedinthe
Mojave assessment area, 65 percent by number and 50 percent by dollar volume were made to businesses with
revenues of lessthan $1,000,000. Thisisillustrated in the table below.



LOANS TO BUSINESSES OF DIFFERENT SIZES

Business Number Per cent of L oan Per cent of Per cent of Businesses
Revenues of Loans Total Dollars Total Within the Assessment
Number Dollars Area by Revenues
$1,000,000 13 65 723,070 50 69
or less
Over 7 35 722,861 50 31
$1,000,000
Total 20 100 1,445,931 100 100
Helendal e Assessment Area

Based on our sample of 20 automobileloans, we found reasonabl e distribution among borrowers of different
incomes. Loan volume to moderate-income borrowers exceeds the demographics of the assessment area.
However, loan volume to low-income borrowers falls below the demographics of the assessment area.
Management explained that almost al loan applications at the Helendale branch come from “ Silver Lakes”
development residents, most of whom are not low-income borrowers. Also, overal loan volumein the Helendale
branchisrdatively low, sincemany “ Silver Lakes’ resdents areretireesthat tend to have fewer financing needs
than other segments of the population.

Of the 20 automobileloansin our sample, MDB originated 15 percent by number and 9 percent by dollar volume

to low-income borrowers. 1n addition, MDB originated 50 percent by number and 41 percent by dollar volume
to moderate-income borrowers. Thistable below illustrates these figures.

AUTOMOBILE LOANS TO INDIVIDUALS OF DIFFERENT INCOMES

Borrower Number Per cent of L oan Per cent Per cent of Families
Income L evel of Loans Total Dollars of Total Within the Assessment
Number Dollars Area by Income L evel
Low-Income 3 15 60,900 9 38
M oderate-lncome 10 50 278,800 41 17
Middle-Income 3 15 142,800 20 20
Upper-Income 4 20 204,000 39 25
Total 20 100 686,500 100 100




MDB'’ sbusinessloans are reasonably distributed among businesses of different sizes. Based on asample of 20
businessloans, 13 percent by number and 45 percent by dollar volume were made to busi nesseswith revenues of
$1,000,000 or less. Thisdigribution falsin line with business demographicsin the assessment area. Refer tothe
table below for details.

LOANS TO BUSINESSES OF DIFFERENT SIZES

Business Number Per cent of L oan Per cent of Per cent of Businesses
Revenues of Loans Total Dollars Total Within the Assessment
Number Dollars Area by Revenues

$1,000,000 13 65 362,673 45 70

or less

Over 7 35 448 532 55 30
$1,000,000

Total 20 100 881,205 100 100

Geographic Distribution of L oans

Mojave Assessment Area

The geographic distribution of automobileloansisreasonable. Based on asample of 40 automobileloans, 23
percent by number and 22 percent by dollar volume were madein the assessment area’ sone moderate-income

censustract. Thiscomparesfavorably to the moderate-income census tract percentage for the assessment area.
Thisisillustrated in the table below.

GEOGRAPHIC DISTRIBUTION OF AUTOMOBILE LOANS

Census Tract Per cent of Number of | Percent of Loan Per cent of Total
Type Total Census L oans Total Dollars Dollars
Tracts Number
Low-Income 0 0 0 0 0
M oderate-Income 14 9 23 101,096 22
Middle-Income 72 31 77 358,833 78




Upper-Income

14

0

Totdl

100

40

100

459,929

100

Based on asampleof 20 businessloans, MDB'’ sdistribution of businessloansisreasonable. MDB originated 55
percent by number and 60 percent by dollar volume in the assessment area’ s one moderate-income censustract.

Our findings are illustrated below.

GEOGRAPHIC DISTRIBUTION OF BUSINESS LOANS

Census Tract Per cent of Number of | Percent of L oan Per cent of Total
Type Total Census L oans Total Dollars Dollars
Tracts Number
Low-Income 0 0 0 0 0
Moderate-Income 14 11 55 589,341 60
Middle-Income 72 9 45 393,229 40
Upper-Income 14 0 0 0 0
Total 100 20 100 982,570 100
Helendale Assessment Area

MDB'’ s geographic distribution of automobile |oans reflects |ess than satisfactory dispersion throughout the
Helendale assessment area. Based on asample of 20 automobileloans, MDB did not originate any in either of the
two moderate-income censustracts. All sampled loans were made to borrowers in the assessment area’ sone
middle-income censustract. Again, management attributesthe dispersion problemtovirtualy al of their loan
applications coming from the “Silver Lakes’ development.

GEOGRAPHIC DISTRIBUTION OF AUTOMOBILE LOANS

Census Tract Per cent of Number of | Percent of Loan Per cent of Total
Type Total Census L oans Total Dollars Dollars
Tracts Number
Low-Income 0 0 0 0 0
M oderate-Income 67 0 0 0 0
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Middle-Income 33 20 100 202,166 100
Upper-Income 0 0 0 0 0
Total 100 20 100 202,166 100

MDB'’ sgeographic distribution of businessloansreflectslessthan satisfactory dispersion throughout the Helendde
assessment area. All 10 businessloanswe sampled were made in the assessment areal s one middle-income census
tract. Management explained that limited businessloan opportunitiesexist. Infact, the Helendale assessment area
accountsfor only 17 of the 72 businessloansin MDB’ sloan portfolio. Management is attempting to increase
business lending in this assessment area. The table below highlights our findings.

GEOGRAPHIC DISTRIBUTION OF BUSINESS LOANS

Census Tract Per cent of Number of | Percent of Loan Per cent of Total
Type Total Census L oans Total Dollars Dollars
Tracts Number
Low-Income 0 0 0 0 0
M oderate-lncome 14 11 55 589,341 60
Middle-Income 72 9 45 393,229 40
Upper-Income 14 0 0 0 0
Total 100 20 100 982,570 100

Record of Compliance with Antidiscrimination laws

Wefound no evidence of any discriminatory practicesduring our Fair Lending examination. MDB complieswith
the provisions of anti-discrimination laws and regulations. We reviewed a sample of 58 automobile loan

applications (41 approvals, 17 denials) received between January 1, 1999, and September 20, 1999.

Responsesto Compliants

MDB has not received any complaints pertaining to CRA during this evaluation period.
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