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NOTE: Thisdocument isan evaluation of thisinstitution’srecord of meeting the credit needs
of itsentire community, including low- and moder ate-income neighbor hoods consistent with
safe and sound oper ation of theingtitution. Thisevaluation isnot, nor should it be construed
as, an assessment of the financial condition of thisinstitution. Therating assigned to this
institution does not represent an analyss, conclusion, or opinion of the federal financial
supervisory agency concer ning the safety and soundness of thisfinancial institution.



The Community Reinvestment Act (CRA) 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 First
National Bank, Marianna, AR as prepared by the Comptroller of the Currency, the
ingtitution’ s supervisory agency, as of October 8, 2002. The agency rates the CRA performance
of an institution consistent with the provisions set forth in Appendix A to 12 CFR Part 25.

INSTITUTION'S CRA RATING: Thisinstitution is rated “ Satisfactory.”
The conclusion is based on the following:
A substantial majority of loans are madein the assessment area.

The bank hasa good distribution of loansto borrowers of different incomelevelsand
businesses and farms of different sizes

The loan-to-deposit ratio is reasonable given the bank's size, financial condition, and
the assessment area credit needs.

DESCRIPTION OF INSTITUTION

First National Bank (FNB) had total assets of $51.7 million as of June 30, 2002. The bank is located
in Eastern Arkansas gpproximately 100 miles south of Memphis, TN. The banks primary business
focusisresdentid red estate and agriculturd loans with the loan portfolio representing approximeately
31% of total assets. Asapercentage of Tier 1 Capital, red estate loans totaled 108%, agricultural
74%, commercid 60%, and consumer and others 63%. The loan portfolio composition as of June 30,
2002 was asfollows:

Loan Type $ Volume (000) % Of Portfolio
Redl Estate $ 6,627 35%
Agricultural $ 4,533 24%
Commercia $ 3,691 20%
Consumer & Other $ 3,897 21%
Total $18,748 100%

FNB operates only in Arkansas and has one branch located in Moro, AR. The bank does not offer




ATM sarvices. The main facility islocated in Marianng, AR. The bank offersafull range of banking
sarvices that are accessible a the main facility. The Moro branch is alimited service facility operating as
apaying and recelving location. The bank is part of a one-bank holding company, which is Lee County
Bancshares, Inc., located in Marianna, AR and is approximately $51 million in assets. FNB isnot an
interdate bank and not inan MSA. There are no legd, merger and acquisition, or financia congraints
that prohibit the bank from meeting assessment area credit needs. The bank received a* Satisfactory”
rating a the last CRA examination dated November 17, 1997.

There are no smilarly stuated banksin FNB'’s assessment area. Thereis one nationa bank (FNB,
Eagtern AR, Forrest City, AR) that has one branch in Lee County. As of June 30, 2001, FNB’s
deposits represented 60% of the total deposits in the county.

DESCRIPTION OF ASSESSMENT AREA

FNB's assessment area consists of Lee County, Arkansas. The bank’ s assessment area meets the
requirements of the CRA regulations and does not arbitrarily exclude any low and moderate-income
geography. The updated 2002 US Census median family income for nor Metropolitan Statistical Areas
in Arkansas, including the assessment areawas $34,200. This number is used to determine the income
leve of the block numbering areas (BNAS) in the assessment area. FNB's assessment arealis
comprised of four moderate-income BNAS.

According to the 2002 updated US Census demographic data, the reported population of the
assessment areawas 13,053, Forty Two percent of the households showed income below the poverty
level. The 2000-updated median family income was $34,200. Thisincome figure is updated annudly
and is used to determine the income leve of individua applicants. There are 4,647 householdsin the
assessment area of which: 1,858 (40%) are low-income, 930 (20%) are moderate-income, 697 (15%)
are middle-income, and 1,162 (25%) are upper-income families. The average cost of housing in the
assessment areais $31,412. Owner occupied housing represents 57% of the population.

The assessment area has a history of higher unemployment, compared to the state of Arkansas and
nationa averages. Unemployment data as of August 2002 shows a nationd unemployment average of
6%. The gtate of Arkansas shows 5.0% unemployment and the assessment area of Lee County 6.8%.
The higher unemployment can best be explained by the lack of employment opportunitiesin the area.
The local economy is consdered stable.

The bank's assessment areais primarily agricultural, manufacturing, retall trade, and services related.
Magor employers within the assessment area consst of the State Correctiona Facility 300 employeses,
Como Seat Company 260 employees, Lee County Schools 268 employees, and severd smdler
businesses located in the area such as Marianna Manufacturing and City of Marianna.



One community devel opment organization was contacted during this CRA review period. This
organization was contacted in an effort to determine opportunities for financid inditutions to help meet
locdl credit needs and to understand community perceptions of the loca financid indtitutions
performance in meeting those needs. No sdient, unaddressed community credit needs were identified,
and the contact expressed pogitive opinions regarding the bank’ s responsiveness and performancein
meeting the credit needs of consumers and small businessesin the area.

CONCLUSIONSABOUT PERFORMANCE CRITERIA
L oan-to-Deposit Ratio

The average quarterly loan-to-deposit (L-T-D) ratio of 38% is adequate. For purposes of the loan-to-
deposit ratio, the quarterly loanto-deposit ratio was caculated and averaged since the last CRA
examination dated November 26, 1997. The L-T-D rdio isin line with the historicd average and
indicative of loan demand in the bank’ s assessment area. There were no smilarly Stuated banksin the
assessment area of Lee County. The bank's lending capacity is good.

Lending in Assessment Area

A substantial mgjority of loans are within the bank’ s assessment area. The level of lending ingde the
assessment area exceeds the standards outlined in the regulation. Our review showed that 86% of the
loans made were to individuas or businesses insde the bank’ s assessment area. The assessment areais
Lee County, Arkansas, which consists of four moderate-income censustracts. There are no low-
income, middle-income, or upper-income geographies.

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

The number and percentage of loans made by income leve reflects reasonable penetration among low
and moderate-income individuas given the demographics of the assessment area. We andyzed 80
loans, which included 20 loans from each primary loan type. Our review shows that consumer and red
estate |oans were made to individuasin dl four-income levels. The analysis showed the number of
loansis evenly dispersed in dl income levels. Our conclusions are based on originations and purchases
gncethe last examination rather than outstandings. The following table compares loan distribution in our
sample to assessment area population distribution.

Distribution of Consumer and Real Estate Loansin Assessment Area by Borrower Income
Low Moderate Middle Upper Tota
# % # % # % # % # %
Familieswithin | 1,325 39% | 780 23% | 539 16% | 764 22% | 3,408 100%
BNAs
Familiesin the 8 20% | 13 33% 7 18% | 12 29% 40 100%
Loan Sample




Sample results dso indicated FNB has agood record of making loans to small businesses and small
farms of different Szes. Thefam and commercid loans reviewed showed that the bank makes loansto
businesses with revenues over and under $1 million. However, none of the loan sizes were over $1
million.

Distribution of Business and Farm L oansin Assessment Area by Revenue and Loan Size

Revenue Under Revenue Over Loan Size Loan Size Total
$1 Million $1 Million% Under $1 Over $1
Million Million
# % # % # % # % # %
Business & 37 93% 3 7% | 40 100% 0 0% 40 100%
Farm Loans

Geographic Digtribution of Loans

A geographicd andysis of loans by number and income distribution was not performed. The
assessment areaincludes only moderate-income census tracts and such analysis would not be
meaningful.

Responsesto Complaints

No complaints have been recelved from the public specificaly related to the bank’ s performancein
helping to meet community credit needs.

Fair Lending Review

An andydis of three years public comments and consumer complaint information was performed
according to the OCC's risk-based fair lending approach. Based on its andysis of the information, the
OCC decided that a comprehensive fair lending examination would not need to be conducted in
connection with the CRA evduation thisyear. The latest comprehensve fair lending exam was
performed in 1997.



