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INSTITUTION'SCRA RATING

Thisinditution israted “ Satisfactory.”

Firgt National Bank in Bronte's (FNB) lending performance is satisfactory givenitssze, financid condition, and
known credit needsin itsassessment area(AA). FNB'’ s performance under these performance criteriameetsthe
standard for satisfactory performance.

FNB’s average loan-to-deposit (LTD) ratio of 54% is satisfactory when conddering the nature of its
community, customer base, loan demand, lending opportunities, competition, and known credit needsin the
AA.

An adequate percentage of FNB'’s|oans are originated within its AA.

FNB has demongtrated a strong willingness to extend loans to individuas of varying incomes and to smdl
businesses of different Szes.

There have been no complaints with respect to FNB’s CRA performance.

DESCRIPTION OF INSTITUTION

FNB isa $22 million bank with one office headquartered in Bronte, Texas, gpproximately 40 miles northeast of
San Angdlo, Texas. The bank has one automated teller machine (ATM) located in Bronte. A drive-infadlity is
provided at theoneoffice. Subsequent to the previous CRA examination, FNB opened a full- sarvicebank branch
that wasinsde of aWinn Dixiegrocery sorein San Angelo. Prior to thisreview, Winn Dixiemadethedecisonto
close the store permanently. Asaresult, the bank closed the branch. Our review revealed that closing the San
Angelo branch has not adversaly affected FNB's willingness or ability to extend credit to low- to moderate-
income (LMI) individuas or households.

Theinditution’ s primary focusisto promote economic devel opment in Coke County through itslending programs

During the time that FNB had a presence in San Angelo, gpplications for small business and consumer lending
wereprocessed. FNB’ smarket nicheissmal business, agriculturd, residentia, and consumer loan products. The
table on the following page reflects a detailed breakdown of FNB’s loan portfolio as of June 30, 2002.



L oan Category $ (000) %
RE Farmland 551 513
RE Residentia (1-4) 2,580 24.02
RE Nonfarm Nonresidential 1,025 954
Agricultural Production 878 8.18
Commercial and Industrial 3,490 3250
Consumer 2,056 19.15
Obligations of Municipalities 154 143
Other 5 0.05
Total 10,739 100%

Complete banking services are provided Monday through Friday at the one office. FNB faces competition from
banks and other financid indtitutions in the area. Based on its financid condition, the loca economy, product
offerings, competition, and prior performance, FNB has the ability to meet the various credit needs in its
community. At the last CRA examination in May 1998, the bank’s CRA rating was “ Satisfactory.” No legd
impediments or other factors hinder FNB’ s ahility to provide credit.

DESCRIPTION OF ASSESSMENT AREA

FNB has designated al of Coke County asits AA. Coke county is sparsely populated and rura/agricultural,
congsting primarily of smdl farming and ranching. Principd communitiesin the AA include Bronte and Robert
Lee. Thisareaismade up of two block-numbering areas (BNAS), which surround and include the one office and
has a census population of 3,424. The 1990 census dataindicatesthat these 2 tractsare categorized asmiddle-
income. The following table further describes the bank’s AA.



DEMOGRAPHIC AND ECONOMIC CHARACTERISTICS OF AA

Population
Number of Families 996
Number of Households 1,365
Geographies
Number of Census TractBNA 2
% L ow-Income Census TractsBNA 0.00%
% M oderate-Income Census TractBNA 0.00%
% Middle-Income Census Tracts/BNA 100.00%
% Upper-Income Census TractsBNA 0.00%
Median Family Income (MFI)
1990 MFI for AA $23,451
2001 HUD-Adjusted MFI $35,800
Economic Indicators
Unemployment Rate 2.45%
1990 Median Housing Value $37,377
% of Households Below Poverty Level 18.83%




The loca economy is conddered stable. Mgor employersin the AA include the agriculturd industry, loca
school digtricts, the Coke County Juvenile Detention Center, and West Texas Utilities. In order to gather
more current information on the nature of the community and potentia lending opportunitiesin the AA, we
contacted alocd city officid during this examination. The contact Sated that FNB is active in the community
and responsive to credit needsin Coke County. This contact also stated that affordable- priced permanent
homes are needed in the city of Bronte.

CONCLUSIONSABOUT PERFORMANCE CRITERIA
L oan-to-Deposit Ratio

FNB’'sLTD ratio is stisfactory, given its asset Sze, financia condition, and lending opportunities within its AA.
The LTD ratio has averaged 54% during the 17 quarters since our last examination. To better understand the
bank’ s performance, we conducted an L TD andysis on three other smilarly stuated banks. LTD ratiosfor these
banks ranged from 47% to 60%, and the average LTD was 55% over the same period.

Assets Average
Institution (As of 6/30/02) LTD Ratio
Ballinger NB 35MM 47.28%
FNB Ballinger 45MM 60.73%
Robert L ee State Bank 4AMM 57.98%
FNB in Bronte 22MM 54.22%

Lending in Assessment Area

An adequate number of FNB’s loans originated are within the bank’s AA. Using interna reports provided by
management, an andysis of lending patterns within the AA was performed. These reports include loans
originated and outstanding as of June 30, 2002. The following table illugtrates and summarizes FNB’s
digribution of total loansin and out of the current AA.

TOTAL LOANSREVIEWED

In Assessment Area Out Of Assessment Area
# % $ (000s) % # % $ (000s) %
Total Loans 198 30.7% $1,961 18.3% 448 69.3% $8,778 81.7%

In connection with the branch closingin San Angelo, prior to thisCRA examination, the bank subtractedthoseSan
Angelo tracts from the AA. This sgnificantly impacted the number and dollar amount of loans originated in the
AA. Also, FNB's Presdent has many years of experience in San Angelo, which has resulted in sgnificant
opportunities to make small businessloans from the area. Taking into consideration the bank’ sloansthat arein
San Angelo, 45% of thetota number of loansand 41% of thetotal dollar amount of loanswould bein thebank’s
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AA. The mgority of the other remaining loans are to smdl businessesin surrounding counties.

Given FNB’s 9ze, itslocation in a sparsely populated rura community, and lack of significant loan demand in
Coke County, it is not surprising that a mgjority of the number and dollar amount of loans were outsde of the
bank’sAA. Our review of FNB’slending practicesreveded no evidence of illegd discrimination. Therewereno
ingtances where management arbitrarily excluded LMI individuds or families from the AA.

Lending to Borrowers of Different Incomes and to Businesses of Different Sizes

The loan portfolio reflects a good digtribution of loans to individuds of various income levels and to small
businesses. Inorder to assessFNB' sparformancein thisarea, we obtained incomeinformation from our sample
of 14 resdentia red estate and 20 consumer loans in the bank’s AA that originated since our prior CRA
examination. We aso obtained gross revenue information from our sample of business loansin the AA. Our
andysisindicatesthat FNB lendsto dl gpplicants, regardless of income category. Asindicated inthe chart below,
FNB hasagood distribution of consumer loansamong LMI borrowersin relationship to the demographics of the
AA. Whilethe bank readily offers mortgage loan products, most lending that benefits LM individudsis centered
in consumer loans. Based on information received from the community contact, there are limited housing units
priced a alevel LMI individuds could afford. The tables below summarize our anadysis of lending activity inthe
AA to different income levels.

RESIDENTIAL REAL ESTATE
Borrower Income
Level LOW MODERATE MIDDLE UPPER
% of AA Families 19.7% 21.0% 22.2% 37.1%
% of Number| % of Amount | % of Number| % of Amount | % of Number| % of Amount | % of Number| % of Amount
Total 7.1% 3.1% 14.3% 8.2% 28.6% 19.2% 50.0% 69.5%
CONSUMER
Borrower Income
Level LOW MODERATE MIDDLE UPPER
% of AA
Households 24.6% 17.7% 19.0% 38.7%
% of Number |[% of Amount| % of Number |% of Amount|% of Number| % of Amount (% of Number| % of Amount
Total 35.0% 20.8% 15.0% 19.7% 15.0% 11.3% 35.0% 48.2%

FNB originatescommercid loansinamanner that iscons stent with areademographics. The bank’ sdidtribution of
loans to smal business with revenues less than $1 million is reflective of FNB’ sfocus on providing loansthat will
enhancetheloca economy. Thetableon thefollowing pagereflectsdatafrom thereview of 10 commercid loans
originated Since our prior examination.



BORROWER DISTRIBUTION OF SMALL LOANS TO BUSINESSES
Business Revenues £$1,000,000 >$1,000,000
% of AA Businesses 94.2% 5.8%
% of Bank Loans in AA # 90.0% 10.0%
% of Bank Loans in AA $ 92.4% 7.6%

Geographic Digribution of Loans

As previoudy mentioned, the two censustracts located within FNB’sAA are classfied asmiddle-income aress.
Therefore, an andyss of loan distribution by geographic area would not be meaningful.

Responsesto Complaints

FNB has received no complaints reating to its CRA performance.

Fair Lending Review

FNB has not been subjected to aFair Lending review. However, areview of complaint records and consumer
files completed during this evauation period provided no indication of disparate treatment.



