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INSTITUTION'SCRA RATING

Thisingitution israted Satisfactory.

First National Bank of Alachua (FNB) performance rating is supported by the following:
areasonable |oan-to-deposit ratio.
amgority of the bank’ s loans are originated within its assessment area.

the digtribution of loansto borrowers of different incomes and to businesses of different Szesis
reasonable given the demographics of the area.

the geographic distribution of oans reflects a reasonable penetration of geographies within the
assessment area.

DESCRIPTION OF INSTITUTION

FNB is afull-service community bank, which isawhally owned subsidiary of First Alachua Banking
Corporation, a one-bank holding company. FNB operates eight officesin Alachua County and onein S
Johns County, Horida The Alachua County branches include the main office in the city of Alachua, three
offices and amortgage divison in Gainesville and a branch in Jonesville, Newberry, and High Springs. The
. Johns County branch islocated in Hastings. ATMs are located a the main office, three Gainesville
branches, Food Lion Supermarket and Dollar Generd Warehouse facility in Alachua. As of June 30,
2002, FNB had totd assets of $202 million with aloan portfolio totaing $132 million or 65% of totd
assts. The bank’ s loan portfolio mix was commercid real estate (42%), 1-4 family resdentid (32%),
commercid and industrid (13%), consumer (9%), and agriculture (4%).

The bank offersavariety of traditiona loan products, with a concentration in commercid loans. FNB’s
primary lending focus is to small and medium sized businesses and and 1-4 family resdentia loans. The
evauation period for our andyssis January 1998 through October 2002. There are currently no financid,
legd, or other impediments to the bank’ s ability to meet community credit needs.

The bank received a satisfactory rating for its last CRA examination dated January 28, 1998.

DESCRIPTION OF ASSESSMENT AREA

FNB’s assessment area (AA) condsts of al the twenty-eight census tractsin the Gainesville Metropolitan
Statistical Area (MSA 2900) and two adjacent census tracts in the Jacksonville Metropolitan Statistical
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Area(MSA 3600). The AA mesets the technica requirements of the Community Reinvestment Act and
does not arbitrarily exclude low- or moderate-income census tracts.

Gainesville M SA:

Alachua County islocated in the North Centra part of Forida, 85 miles from the Georgia ate line, 50
miles from the Gulf of Mexico, and 67 miles from the Atlantic Ocean.

The county encompasses 965 square miles and includes the municipdities of Archer, Alachua, Cross
Creek, Gainesville, Hawthorne, High Springs, LaCrosse, Mdrose, Micanopy, Newberry, Waldo, and
Windsor. The County has an estimated year round population of 191,000, including 40,000 University of
Florida students. There are severd areas in the County that are Nationd Register Historic Digtricts.

Alachua County is a haven for leisure travelers who wish to discover the naturd beauty of Florida.
Gainesville, the County seat, was established in 1854 on land that was part of a grant that the King of
Spain gave to Don Fernando Arredondo in 1817. The name "Alachua’ is a Seminole word that means jug,
and the County probably takes its name from the sinkhole in Paynes Prairie. Micanopy, the second oldest
town in Florida, was an Indian settlement when DeSoto passed through the County in 1539.

The largest employment by industry is government at 35% and services at 29%. The mgjor private sector
employers are Strands Hospital (7,986 employees), Nationwide Insurance Company (1,065 employees),

and North Horida Regiona Medicad Center (900 employees). The largest city in the county is Ganesville
Gainesville, the home of Univergity of Horida, is the employment hub of the region.

Jacksonville M SA:

. Johns County isin northeast Florida and is bordered by the Atlantic Ocean and by Duvdl, Clay,
Putnam, and Flagler counties. The county has 55 square miles of water. St. Johns County was established
in 1821 as one of Horida's origina two counties. The county was named for the St. Johns River. The
county has population of 128,604. Mgor employment by industry includes services at 32% and retail
trade at 25%. The mgor private sector employers are Flagler Hospita (1,400 employees) and Northrop
Grumman (1,051 employees). The county seet is the City of St. Augustine, which is Americas Oldest
City. Anchoring the uppermost Atlantic Coast of Florida, this water's-edge, pre-colonid city is suspended
in abygone erawith 144 blocks of historic houses listed on the Nationd Register of Historic Places.

Table-1 and Table-2 beow highlight the demographic composition of the bank’ s assessment area:

Table-1

Demographic Information for Assessment Area:
Gainesville M SA 2900




Tract)

Demographic Characteristics # Low Moderate Middle Upper
% of # % of # % of # % of #
Population by Geography 181,596 11% 29% 36% 24%
Business by Geography 8,328 7% 32% 37% 24%
Farms by Geography 336 2% 20% 63% 15%
Geographies (Census Tracts (CT) in AA) 28 4 8 9 7
Percentage of each CT Category in AA 28 14% 29% 32% 25%
Percentage of Familiesin each CT Category 41,439 23% 17% 19% 41%
Owner-Occupied Housing (Within Each 79,022 3% 22% 47% 28%

Median Family Income (1) $31,403

Households Below Poverty Level

HUD Updated Median Family Income for 2002 $48,100

16,760

Weighted Average Median Housing Vaue $64,400

Unemployment Rate (July 2002) 2.6%

(1) Source: 1990 US Census

Table-2

Demogr aphic Information for Assessment Area:
Jacksonville M SA Census Tracts

Tract)

Demographic Characteristics # Low Moderate Middle Upper
% of # % of # % of # % of #
Population by Geography 12,729 0% 100% 0% 0%
Business by Geography 510 0% 88% 0% 0%
Farms by Geography 70 0% 11% 0% 0%
Geographies (Census Tracts (CT) in AA) 2 0 2 0 0
Percentage of each CT Category in AA 2 0% 100% 0% 0%
Percent of Familiesin each CT Category 3,365 32% 29% 21% 18%
Owner-Occupied Housing (Within Each 5,078 0% 100% 0% 0%

Median Family Income (1) $34,276

Households Below Poverty Level 969

HUD Updated Median Family Income for 2002 $55,600

Weighted Average Median Housing Vaue $45,328

Unemployment Rate (July 2002) 5.3%

(2) Source: 1990 US Census

COMMUNITY CONTACTS - Aspart of our examination, we contacted aloca community
development organization to determine community credit needs in the low and moderate-income census
tracts. Based upon information from a representative of an Alachua County housing agency, thereisa
need for more participation from financid ingtitutions in firg-time homebuyer credit counsdling and
affordable housing community development projects.

Competition for financid services within the FNB'’ s assessment arealis intense and includes severd
branches of multi-nationd and regiond banks, local community banks, savings banks, credit unions, and
other nonblank financia service providers.

CONCLUSIONSABOUT PERFORMANCE CRITERIA
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| L oan-to-Deposit Ratio - Meets the Standard for _Satisfactory Performance

FNB’sloan-to-depost (LTD) retio isreasonable. The bank’saverage LTD ratio from January 1998
through June 2002 was 68% compared to peer bank averages for the same period of 74%. Peer banks
consigts of fourteen smilarly sized banks with average assets less than $250 million, offer similar products
and sarvices, and headquartered in Alachua County and the following adjacent counties of Columbia,
Marion, Bradford, Gilchrist, Putman, and Clay. At June 30, 2002, the bank’s LTD ratio was 71%,
compared to the peer bank average ratio of 76%.

| Lending in Assessment Area - Meets the Standard for_Satisfactory
Performance

FNB makes amgority of itsloanswithin the assessment area (AA). Our conclusion is based upon an
andyss of asample of business loans and residential mortgage loans originated during the eva uation
periods. A sample of 415 mortgage loans and 32 smal business loans were selected for the andysis. The
results of our andyssisreflected in Table-3 below:

Table-3 Distribution of Loans In and Out of the AA

In Assessment Area Out of Assessment Area

% of ., % of $ % of i % of $
L oan Product # Number $000" s Ammount # Number $000's Amount
Residential Mortgages 313 75% 20,553 71% 102 25% 8,348 29%
Business L oans 26 81% 968 82% 6 19% 213 18%

| Lending to Borrowers of Different Incomes and Businesses of Different Sizes
- Meetsthe Standard for_Satisfactory Performance

The bank’ s record of lending indicates reasonable dispersion to borrowers of different incomes given the
demographics of the community. We performed an analysis using income levels of a sample of 291
resdentid mortgage loans originated within the assessment area. We compared the income distribution of
the bank’ s borrower’ s based on our sample to the income distribution of families within the assessment
area. Thedidribution of familiesin the assessment areais based on 1990 U.S. Census Bureau data. Our
andysisindicates the bank has a satisfactory record of making resdentid loansto low- and moderate-
income individuds congdering the number of loans originated. Additionaly, the digoerson of loansto other
income levels appears reasonable. The tables 4 and 5 below summarize our analyses.



Table-4 Gainesville M SA

FNB Residential Mortgages

Total Number Total Dollar Volume Percent of familiesin
I ncome Category (000) the AA
Low Income
< $24.050 40 16% 1,048 6% 23%
Moderate | ncome
$24,050 - $38,479 58 23% 2,616 15% 17%
Middle Income
$38,480 - $57,719 “ 1% 3105 17% 16
Upf;rs'{‘;lo;"e 11 43% 11,018 62% 41%
Total 257 100% 17,787 100% 100%

Income levels based upon HUD Estimated 2002 updated Median Family Income for the Gainesville MSA ($48,100)

Table-5 Jacksonville M SA Census Tracts

FNB Residential Mortgages

Total Number Total Dollar Volume Percent of familiesin
I ncome Category (000) the AA
Low Income
< $27.780 8 24% 111 ™% 32%
Moderate | ncome

$27,800 - $44, 479 ! 21% 224 12% 2%
Middle Income

$44,480 - $66,719 u S1% 640 % 21%

v pf;;g‘;f;"e 8 24% 839 46% 18%

Total HA 100% 1,814 100% 100%

Income levels based upon HUD Estimated 2002 updated Median Family Income for the Jacksonville MSA ($55,600)

The bank has a satisfactory record of lending to businesses of different sizes. Using the same
business |oans originated within the assessment area discussed in the previous performance criteria, we
determined that the bank makes |oans to businesses of varying sizes, but primarily to smal businesses
(gross revenues < $1 million). The thirty-two smal business loans represent 80% of the total number
and 80% of thetotd dollar volume of businessloans. In comparison, 1990 U S Census data shows
88% of al businesses operating within the assessment areaare small businesses.




m Geographic Distribution of Loans - M eets the Standard for_Satisfactory
Performance

The geographic digtribution of loans reflects reasonable penetration of geographies within the
assessment area. For this analysis we compared the geographic distribution of resdentia loans sampled
to the leve of owner-occupied housing within each geographic area. The leve of owner-occupied
housing is an indicator of the opportunities available for resdential mortgage financing. The lower the
level, the fewer opportunities available for home improvements, refinances or other mortgage loans. In
the Gainesville MSA, the percentage of the total number of loan originations in the low-income appear
reasonable compared to the percent of owner-occupied housing in thetract.  The number and percent
of loans to the moderate-income tracts are low compared to the percentage of moderate- income tracts
inthe AA and the percent of owner-occupied housing in the moderate tracts. However, the percent of
combined loans in the Jacksonville and Gainesville moderate-income tracts compares well to the
percent of total moderate-income tractsin the AA. The digtribution of loans to middle and upper-
income tracts appears reasonable compared to the percent of owner-occupied housing in the tracts and
the percent of middle and upper-incometractsinthe AA. Table 6, 7, and 8 below summarize our
andyss.

Table-6 Gainesville M SA

Residential Loansin Census Tracts

Census Tract Total Number Total Dollar Volume % of Owner-Occupied
Designation (000) Housing
LOW (4) 14.3% 4 2% 194 1% 344%
MOD (8) 28.6% 11 5% 1,537 8.3% 21.55%
MID (9) 321% 167 7% 10,567 57.3% 46.88%
UP(7) 25% 39 18% 6,143 33.3% 28.13%
Total (28) 100% 221 100% 18,441 100% 100%

Table-7 Jacksonville M SA Census Tracts

Residential Loansin Census Tracts

Census Tract Total Number Total Dollar Volume % of Owner-Occupied
Designation (000) Housing
MOD (2 100% 92 100% 2,112 100% 100%




Table-8 Gainesville and Jacksonville Census Tracts Combined

Residential Loansin Census Tracts
CDZiSSr?;t:SEt Total Number Total Dollar Volume
(000)

LOW (4) 13.33% 4 1.28% 194 0.94%
MOD (10) 33.33% 103 32.91% 3,649 17.75%
MID (9) 30.00% 167 53.35% 10,567 54.41%
UP(7) 23.33% 39 12.46% 6,143 26.90%
Tota (28) 100% 313 100% 20,553 100%

Smadl business |oan penetration in different geographies is reasonable compared to the percent of small
businesses in the low and moderate-income census tracts. Thisisillustrated in the table below. Thirty-
one percent (31%) of the small business |oans sampled were made to businesses located in moderate-
income aress, 42% in middle-income areas and the remainder (27%) in upper-income aress. In

comparison to economic data, the digtribution of small business |oans to moderate-income tractsis

good. However, the distribution of loansto low-income tractsis low. According to management, bank

does not exclude making loans to small businesses, rather, they seek opportunities to make small
business loans to qualified applicants irrespective of where the busnesses are located.. Distribution of
loans to middle and upper-income tracts appears reasonable compared to the percent of middle and
upper-income census tractsin the AA.

Table-9 Geographic Distribution of Small Business L oanswithin the AA

Small Business Loans
Total Number Total Dollar Volume Percent of Small

Census Tracts (000) Businessesin the AA
Low Income 0 0% 0 0% 6%
Moderate | ncome 8 31% 263 2% 36%
Middle Income 1 42% 414 43% 35%
Upper Income 7 2% 295 30% 23%
Total 26 100% 972 100% 100%




| Response to Complaints - Not Applicable

We reviewed complaint records maintained by our agency and those maintained by the bank. There
were no complaints mede relative to the Community Reinvesiment Act during this evaluation period.

COMPLIANCE WITH ANTIDISCRIMINATION LAWS

An andyss of 2000-2001 public comments and consumer complaints was performed according to the
OCC'srisk-based fair lending agpproach. Based on anadysis of the information, the OCC decided that a
comprehengve farr lending examination would not need to be conducted in connection with the CRA
evauation this year.



