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General Information

The Community Reinvestment Act (CRA) requires each federa financid supervisory agency to useits
authority, when examining financia ingtitutions subject to its supervison, to assess the indtitutiorrs record
of meeting the credit needs of its entire community, including low- and moderate-income

neighborhoods, congstent with safe and sound operation of the ingtitution.  Upon conclusion of such
examination, the agency must prepare awritten evauation of the indtitutiorrs record of meeting the credit
needs of its community.

This document is an evauation of the CRA performance of The First National Bank of
Fairbury, N.A. prepared by The Office of the Comptroller of the Currency, as of

November 29, 1999. The agency ratesthe CRA performance of an ingtitution consstent with the
provisions st forth in Appendix A to 12 C.F.R. Part 25.

Institution=s CRA Rating: Thisinditution israed Satisfactory.

The Firg National Bank of Fairbury, N.A. (FNB) adequately meets the credit needs of its assessment
area. The bank’s primary lending activities are centered on agricultural and consumer borrowers.

o FNB has an adequate record of lending to agriculturd borrowers of different Szes and an excdlent
record of consumer lending to individuals of different income leves.

o FNB’srecord of originating loans within the assessment arealis good.

o FNB’sloan-to-deposit ratio is reasonable given the demographics of the assessment area.



Description of the Institution

FNB isa$96 million financia indtitution located in southeast Nebraska. FNB isa subsdiary of First
Nationa Fairbury Corporation, a one-bank holding company located in Fairbury, Nebraska. FNB has
amain office and two deposit-taking branches located in the town of Fairbury. The bank dso maintains
three cash-digpensing automated teller machines (ATMs) and one full service ATM in Fairbury. FNB's
net loans and leases totaled 28% of total assets as of

September 30, 1999. The bank is primarily an agriculturd lender. The following chart disolays FNB’s
loan portfolio composition as of September 30, 1999.

L oan Portfolio Composition

Loan Type # of Notes % of # of $Volumeof | % of $Volume
Notes L oans (in 000s) of Loans
Agriculture 367 25% 14,192 49%
Commercia 76 5% 3,645 13%
Residentid Red Edtate 248 17% 5,176 18%
Consumer 768 52% 4,343 15%
Other 7 1% 1,509 5%
Tota 1,466 100% 28,865 100%

FNB received a*“ Satisfactory” rating during the September 30, 1996 CRA examination. There are not
any legd or financia factors that impede the bank’ s ability to help meet the credit needs of the
assessment area.

Description of the Assessment Area

FNB has designated dl of Jefferson County, which is composed of three block numbering aress
(BNAY), asits assessment area. All three of the BNAs are designated as middle-income.
Jefferson County is not within a Metropolitan Statistical Area. The assessment area meetsthe
requirements of the regulation and does not arbitrarily exclude any low- or moderate-income aress.

According to 1990 U.S. Census Data, 8,759 people reside in the assessment area with 4,335 located
in the community of Fairbury. The inflation-adjusted 1999 median family income is $39,800 for
nonmetropolitan Satistica areasin Nebraska. The digtribution of families by income leve for the
asessment areais asfollows: low-income 17%, moderate-income 19%, middle-income 30%, and
upper-income 34%. Eight percent of familiesin the assessment area are below the poverty level.
Twenty-four percent of the population in the assessment area are over 65 years of age, and 26% of the
population are under the age of 16. The median housing value in the assessment areais $20,257, and
67% of housing is owner-occupied.



The loca economy is dependent upon agriculture and itsrelated indudtries. Light industry and smdll
manufacturing companies provide some economic diversity. The mgor employersin the areainclude
Swingster Jackets, Endicott Clay Products, Fairbury Food Products, and various government,
education, and medica facilities. Unemployment in the assessment areais low a 1.8% based on
September 1999 information from the Nebraska Department of Labor. Competition for financia
servicesis strong in the assessment area. One other financid ingtitution, which has $22 million in assets,
is chartered in the assessment area. Five nonlocd financid inditutions aso operate branchesin the
assessment area.

Examiners conducted two community contacts during this CRA examination and reviewed one other
community contact conducted previoudy in the assessment area. The community contactsincluded a
trade association and a community development organization, which deds primarily with programs
designed to assigt low- and moderate-income families. Discussions with the community contacts
revealed smdl business credit and agriculture as the primary credit needs of the community. FNB offers
and originates these types of loans. Both members of the community contacted at this examination
noted that FNB is actively involved in the community.



Conclusions with Respect to Performance Criteria

Lending to Farms of Different Sizes and | ndividuals of Different | ncome Levels

FNB has an adequate record of lending to agricultural borrowers of different szes. Wereviewed a
sample of 20 agriculturd loans totaing $3.7 million to determine the bank’ s lending to farms of different
gzes. All of the loansin this sample were made to farms located within the bank’ s assessment areaand
were originated snce the last CRA examination. The bank has done an adequate job of lending to
agricultura borrowers of different szes. All of the loans in the sample were made to borrowers with
gross annua revenues of less than $500 thousand. Sixty-five percent of the bank’s lending wasto
smdler operations with less than $250 thousand in gross annud revenue. Demographic data shows that
the vast mgjority of farm operations in the assessment area have gross revenues of less than $250
thousand. The following table shows the number, dollar volume, and corresponding percentages of the
agricultura loan sample.

Agricultural Borrowers Sample
Gross Annual % of #of Loans | % of # of $Volume % of $
Revenue (in Farmsin L oans of Loans | Volume of
000s) AA? (in 000s) L oans
less than $100 70% 4 20% 482 13%
$100 - $249 20% 9 45% 1,777 48%
$250 - $499 7% 5 25% 1,393 38%
more than $500 3% 0 0% 0 0%
Unknown 0% 2 10% 20 1%
Tota 100% 20 100% 3,672 100%

9Information from 1997 Census of Agriculture.
*Unknown: some small agricultural borrowerswere not required to report current gross annual revenues.

FNB has a stisfactory record of lending to individuds of different income levels for resdentia redl
edtate loans. We sampled 21 residentiad red estate |oans totaing $678 thousand to determine the
bank’ s lending to individuds of different income levels. All of the loansin this sample were made to
individuals located within the bank’ s assessment area and were originated snce the last CRA
examination. A community contact familiar with housing trends in the assessment area stated that many
low- and moderate-income individuas and families in the assessment area rent housing, due to the large
number of homes in the assessment area that are purchased by investors. Given thisinformation, the
bank’ s residential real estate lending to low- and moderate-income borrowers compares reasonably to
the assessment area demographics. The table on the following page shows the number, dollar volume,
and corresponding percentages of the resdentia red estate loan sample.
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Residential Real Estate Borrowers Sample

Income L evel % of #of Loans | % of # of $ Volume % of $
Families Loans of Loans | Volume of
in AA? (in 000s) L oans
Low- 17% 10% 11 2%
Moderate- 19% 14% 39 6%
Middle- 30% 29% 271 40%
Upper- 34% 10 47% 357 52%
Total 100% 21 100% 678 100%

gl nformation from 1990 US Census.

FNB has an excdlent record of lending to individuds of different income levelsfor consumer loans. We

sampled 21 consumer loans totaling $124 thousand to determine the bank’ s lending to individuds of
different incomelevels. All of the loansin this sample were made to individuas located within the

bank’ s assessment area and were originated since the last CRA examination. The bank has done avery

good job of lending to low- and moderate-income borrowers. The results of our sample compare very
favorably to the demographic data. The following table shows the number, dollar volume, and
corresponding percentages of the consumer loan sample.

Consumer Borrowers Sample

Income L evel % of | #of Loans | % of # of $Volume % of $
Families L oans of Loans | Volume of

in AA? (in 000s) L oans

Low- 17% 17 65% 56 45%
Moderate- 19% 7 27% 59 48%
Middle- 30% 4% 1%
Upper- 34% 0 0% 0%
Unknown 0% 4% 6%
Tota 100% 26 100% 124 100%

2| nformation from 1990 US Census.
*Unknown: one borrower did not report income on the application.




Lending in the Assessment Area

FNB’srecord of originating loans within the assessment areaisgood. FNB originates the mgority of its
agriculturd, resdentid real estate, and consumer loans to borrowers within the assessment area. We
sampled 27 agriculturd loans, 24 residentid rea estate loans, and 30 consumer |oans originated since
the last CRA examination. The following table shows the number, dollar volume, and corresponding
percentages of loans originated insde and outside the assessment area.

Lendingin the Assessment Area

Typeof Loan Inside Assessment Area Outside Assessment Area
Number || Percent Dollar Percent || Number || Percent Dollar Percent

Agriculture 20 74% || 3,671,880 | 72% 7 26% | 1,403,512 28%

Residentid 21 88% 678,550 || 92% 3 12% 56,800 8%

Red Edae

Consumer 26 87% 124,141 | 95% 4 13% 6,450 5%

Loan-to-Deposit Ratio

FNB'’ s loan-to-deposit ratio is reasonable given the demographics of the assessment area. The bank’s
loan-to-deposit ratio averaged 36% over the last 13 quarters. The demographics of the assessment area
contribute to the bank’ s lower loan-to-deposit ratio. Half of the assessment aredl s population is either
not of legd age or retired and on afixed income, which limits loan demand in the assessment area. The
only other financid inditution chartered in the assessment area, which is significantly smdler than FNB
with total assets of only $22 million as of September 30, 1999, had an average loan-to-deposit ratio of
61% over the sametime period. The other financid indtitution is located approximately 20 miles from
Fairbury in the northwest corner of Jefferson County. It dso drawsitsloan volume from the adjacent
three counties.

Geographic Distribution of L oans

Specific andyds of the geographic digtribution of loansis not meaningful. FNB'’s assessment area
contains three BNASs, which are dl designated as middle-income.

Response to Complaints

The bank has not received any complaints regarding its CRA performance since the last CRA
examination dated September 30, 1996.



Record of Compliance with Anti-discrimination L aws

We did not identify any violations of anti-discrimination laws. Our fair lending review condgsted of
andyzing rates and terms granted to dl individua femae and dl individua mae borrowers for persond
loans secured by automobiles from July 1, 1999 through November 30, 1999. We did not find any
practices intended to discourage applicants for the types of credit the bank offers.



