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General I nformation

The Community Reinvestment Act (CRA) requires each federal financia supervisory agency to useits
authority when examining financia ingtitutions subject to its supervision, to assess the ingtitution’ s record
of mesting the credit needs of its entire community, including low- and moderate-income neighborhoods,
consistent with safe and sound operation of theinstitution. Upon conclusion of such examination, the
agency must prepare awritten evaluation of the institution’ s record of meeting the credit needs of its
community.

This document isan evauation of the CRA performance of The First National Bank of Morton Grove
prepared by The Office of the Comptroller of the Currency, theinstitution’ s supervisory agency, as
of January 11, 1999. Theagency evaluates performancein assessment area(s), asthey are delineated
by theingtitution, rather than by individual branches. Thisassessment areaeva uation may includevigtsto
some, but not necessarily al of theingtitution’ sbranches. The agency ratesthe CRA performance of an
institution consistent with the provisions set forth in Appendix A to 12 CFR Part 25.

Ingtitution’sCRA Rating: Thisingtitutionisrated “ Satisfactory record of meeting community credit
needs’.

Thefollowing chart indicates the performance level of The First National Bank of Morton Grovewith
respect to the lending, investment, and service tests.

TheFirst National Bank of Morton Grove
Performance Tests
Performance L evels
Lending Test* Investment Service Test
Test
Outstanding
High satisfactory
Low satisfactory X X X
Needsto improve
Substantial noncompliance
* Note: The lending test is weighted more heavily than the investment and service tests when

arriving at an overal rating.



Description of Institution

TheFirst Nationa Bank of Morton Grove (FNBMG) isawholly owned subsidiary of MidCity Financid
Corporation (MCFC), a$1.6 billion multi-bank holding company. MCFCisthe parent corporation of four
additional banks. They include: Mid-City Nationa Bank of Chicago, Chicago, lllinois; First National Bank
of Elmhurst, EiImhurgt, 1llinois; Union Bank and Trust Company, OklahomaCity, Oklahoma; and Abrams
Centre Nationa Bank, Dallas, Texas. MCFC also owns one non-bank data processing subsidiary.
FNBMG isthe third largest affiliate in the group.

FNBMG' s head office has been |ocated in the northwestern suburb of Morton Grove of Cook County
snceit wasfirst chartered in 1951. The bank operated out of aLincoln Street building until 1957. In
1957, itspresent location was occupied. A drive-infacility wascompletedin 1969. Thefirst branchwas
acquired in July 1998.

Branch locations are supplemented by 3 automatic teller machines (ATMs). Two ATMs are detached.
Other dternative ddlivery sysemsincude automated tel ephone banking in which customers can accessloan
and deposit information 24 hours a day.

FNBMG providesafull range of retail and commercid bank products. The bank has historically focused
on commercia business and therefore, the bank’ sloan portfolio is heavily weighted toward commercid
loan products.

This evauation consdered the bank’ s performance since the last examination, dated April 11, 1996, at
which thebank received a Satisfactory rating. The current evaluation reflects lending performance from
January 1, 1997 thru December 31, 1998. The bank’ sinvestment and servicetest performancesarefrom
May 1, 1996 thru December 31, 1998.

There are no current impediments whichwould hamper FNBM G’ s ability to meet the credit needs of its
communities. For the nine monthsending September 30, 1998, FNBM G had anet income of $2.6 million.
Asof September 30, 1998, the bank had total assets of $279 million and theloan-to-deposit ratio was
56%. Loans represented 50% of total assets and commercia lending represented 57% of total loans.
Figurel displaysthe distribution of the loan portfolio as of September 30, 1998:



Loan Portfolio Distribution

Figure 1 (000's)
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DESCRIPTION OF ASSESSMENT AREA

The assessment areais comprised of the northern portion of the political subdivision of Cook County,
which isa portion of the Chicago Metropolitan Statical Area (MSA 1600). This assessment area
represents 615 censustracts. The assessment areaiscomprised of themunicipality of Morton Grove, the
munici paities surrounding thistown, and the northern section of the City of Chicago. Thisassessment area
includes censustractswhere the bank hasitsbranchesand where asubstantia portion of the bank’ sloans

have been originated.

Per 1990 census data, Table 1 displays significant demographic information regarding FNBMG’s

assessment area:

Consumer

Com'l and Industrial

Commercial Real Estate
Residential Real Estate

Tablel
Overall Demographic | nformation

Demographic Characteristics # O/I;c(;\]:v# M(;[)) d;rite ';2: ﬂ?f :/JD p(gi
Population 2,539,652 8% 23% 38% 31%
Households 991,555 7% 21% 39% 33%
Census Tracts 615 12% 24% 35% 29%
Owner Occupied Housing 526,023 2% 13% 43% 2%
Small Businesses 102,507 5% 16% 3% 42%

Note: The demographic information presented in this table is based on census tracts.







According tothe 1990 U.S. Census, the assessment areaconsists of 1,064,090 housing units. Forty-nine
percent of these unitsare owner occupied, 44% are rental and 7% are vacant housing units. The median
housing value is $159,668. The median year built of housing in the assessment areais 1954.

The1990 U.S. Censusreved sthat there are 622,806 familieswithin the bank’ sassessment area. Twenty
percent of the families arelow-income, 17% are moderate-income, 23% are middle-income, and 40% are
upper-income. The HUD adjusted median 1998 family income for the assessment areais $59,500.

Overdl economic conditionsin the assessment areaare good and stable. Unemployment for Cook County
was 4.3% in December of 1998, which is slightly higher than the national average of 4.0%. The
employment baseis diversified with numerous employment opportunities. Thirty-nine Fortune 500
companies are located within the State of Illinois, 21 of which have their headquarters within Cook
County.

City of Chicago

Although the bank does not have abranch location within the City of Chicago, 60% of the assessment
ared scensustractsareinthecity. This portion of the assessment areathat relatesto the City of Chicago
isdramaticaly different in terms of its demographic make-up of the population, income levels, and the
nature of housing stock. The Chicago portion of the assessment areahas asignificant percentage of low-
and moderate-income census tracts when compared to suburban portion of the assessment area. The 1990
U.S. Census reveded that within the assessment area 100% of the low-income tracts and 93% of the
moderate-income census tracts are within the City of Chicago.

Thirty-nine percent of the owner occupied housing within the assessment areaisin the City of Chicago.
Thehousing stock within Chicago issomewhat older thantherest of the assessment area. Themedian year
built for housing unitsin theremainder of the assessment areawas1963. 1n Chicago, the median year built
for housing unitswas 1946. Asof December of 1998, the unemployment rate for the City of Chicago, at
5.2%, was higher than the national average.

Cook County Excluding Chicago

The remainder of the assessment areais suburban. Thisareais generaly stable, prosperous, and is
experiencing fairly constant growth. The unemployment rateislower than the national average, at 3.5%.
The suburban census tracts are overwhelmingly middle- or upper-income.

Similarly Situated Banks

FNBMG's principa business activities are highly competitive. The bank competes actively with other
financia service providersofferingawidearray of financia productsand services. Competitorsinclude
other national and state banks, savings banks, savings and |oan associations, finance companies, insurance
companies, and various nonfinancial intermediaries.

Similarly stuated banksfor the assessment areaiinclude Albany Bank and Trust Company, N.A., Chicago,
lllinais, Bank of Lincolnwood, Lincolnwood, Illinois, Devon Bank, Chicago, Illinois, and Park National
Bank and Trust, Chicago, Illinois. Thesebanksareindependently owned, rangefrom $200 million to $600



million in total assets, serve similar market areas, and primarily have a commercial lending focus.

Credit Needs

Based on the size and | ocation of the bank’ s assessment area, credit and community development needs
arenumerousand varied. Significant credit needsindude affordable housing (low down payment loansand
down payment assi stance), multi-family loans, consumer, and small business|oans (to maintain economic
viability). Theseneedswereidentified through several community contactswith housing, economic and
government representatives contacted by banking regulatory agencies in the past 24 months.



Conclusions with Respect to Overall Performance Tests

LENDING TEST

The lending test is the most influential consideration in evaluating the bank’s CRA performance.
Congderation isgiven to the bank’ sorigination of credit within its assessment areg; the extension of credit
to low- and moderate-income areas within the assessment areg; the leve of credit provided to low- and
moderate-income borrowers, small businesses, farms, and credit provided for community devel opment.
Per the bank’ s request consumer data was reviewed. More weight was placed on the bank’ s small
bus nesslending performance due to the bank’ s historical commercia lending focus. Based onthe bank’s
size and resources, our review found that FNBMG' s lending activity demonstrates:

C an adequate responsiveness to credit needs in its assessment area;

C areasonableleve of loansto low- and moderate-income census tracts within the
assessment area;

a high percentage of loans made within the assessment areg;

agood distribution of loans among borrowers of different income levels;
adequate use of flexible credit products; and

alimited level of community development lending.

OO O OO

Performance Criteria:

Lending Activity
FNBMG'slending volumeisadequate. Asof September 30, 1998, the loan-to-deposit ratio was 56%.
Thisratioislower than other peer banks, which average 68%. Peer banksinclude dl bankswithin Cook
County with total assets between $200 million to $600 million, and have acommercid loan base of &t least
20%. Eleven banksfit into this custom peer group.

Although FNBMG originatesawidevariety of loans, it hashistorically been primarily acommercia lender.
Asreflected in Figure 1, 57% of theloan portfolio isin commercia loans. Further, the bank experienced
sgnificant growth (13%) withinthelast twelve months, primarily withinthe commercid and commercid red
estateloan portfolios. Sincethe bank’ sbranch locationsare limited to Morton Grove, most of bank’ ssmall
business isgenerated thru officer callsand referrds.  Thirty-six percent of the loan portfolio isresidentid
real estate. However, asignificant amount of these residential loansisinvestor property.

AsshowninTable2, thebank isnot an active home mortgage lender, primarily dueto thelack of expertise
needed to effectively offer these products. The bank does not actively advertise for resdentia mortgages.
Assuch, thebank’ smortgage product lineshave not been asextensive asthat of other financid ingtitutions.
Further, there is steep competition from many larger multinational banks, regiona banks and mortgage
companies. Aggregate market datafor 1997 HMDA activity revealed that 104,455 owner occupied



HMDA loanswereoriginated withinthebank’ sassessment area, with FNBMG originating only 44 (.04%)
of HM DA reportableloans. The market share datareveaed that |eaders are severa multinational and
regional banks. Thefive banksreflecting the highest market share within the assessment area include;
LaSdle Bank FSB with 6% market share, First Chicago NBD Mortgage Company, Norwest Mortgage
and Chase Manhattan Mortgage Company each with 3% market share, and Citibank FSB with 2% market

share.

Asshownin Table 2, the level of loans originated within the assessment areasis very good.

Table 2
Loan Originated I nside the Assessment Area

Home Mortgage Small Business Consumer Total
Number
Loans Inside the Assessment Area 145 286 947 1,378
Total # of Loans 201 371 1,258 1,830
% Inside the Assessment Area 2% 7% 75% 75%
Dollars (000's)
Loans Inside the Assessment Area 16,487 36,033 20,655 73,175
Total $ Amount of Loans 25,273 49,628 25,781 100,682
% Inside the Assessment Area 65% 73% 80% 73%

Source: 1997 and 1998 HMDA-LAR,; 1997 and 1998 Small Business/Farm Data Collection Register and Consumer Data Register. The Home Mortgage category
includes non owner occupied.

Geographic Distribution
Overdl, FNBM G’ sgeographic distribution of homemortgageloansand small businessloans, withinthe
assessment area, isreasonable, given the assessment areacharacteristics. The geographic distribution of
consumer loanswas not good given theassessment areacharacteristics. Thedispersion of lendingwithin
the assessment area is reasonabl e considering the bank’ s size and resources.

Home Mortgage L oans

The distribution of credit to low- and moderate-income tracts appear negative when compared to the
censustract characteristics of the assessment area. Table 3 showsthat FNBMG originated only 7%in
1997 and 0%in 1998, to low- incometracts. Only 2% of al owner occupied unitswithin the assessment
areaarelocated inlow-income censustracts. Further, 85% of the housing within thelow-income census
tracts are either renter occupied (68%) or vacant (17%). In 1997 and 1998 respectively, 14% and 2%
of the bank’ shome mortgageswere made in moderate-income areas. Whilethelevel of owner occupied
housing is somewhat better in the moderate-income censustracts at 13%, the percentage of rental and
vacant units continuesto be high, at 69%. Asstated in the Description of the Assessment Area section,
these census tracts are located within the City of Chicago where the bank does not have a branch.
Therefore, the lack of aphysical presence, aswell as, steep competition from other financia institutions
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make it difficult for the bank to penetrate this area.

Table3
Home M ortgage L oans By Income L evel of Census Tract
Assessment Area
Ll Lek Characteristics
Income
Level of % of % of
Census ¢ $ Owner - Census
0, ' 0, 0, ' 0,
Tract # o (0(;0 S & # & (0(;0 S % Occupied Tracts
Units

Low 3 7% 182 1% 0 0% 0 0% 2% 12%
Moderate 6 14% 509 11% 1 2% 123 3% 13% 24%
Middle 9 20% 829 17% 19 41% 1,713 39% 43% 35%
Upper 26 59% 3,307 68% 26 57% 2,599 58% 42% 29%
Total 44 100% | 4,827 | 100% || 46 100% | 4,435 | 100% 100% 100%

Source: 1997 and 1998 HMDA-LAR. Only owner-occupied lending is reflected in this table.

Market share for home mortgage lending reflects FNBM G as number 248 amongst 690 lenderswithin the
assessment area. However, FNBMG isbetter than other similarly situated banksin market share, within
the assessment area. Pleaserefer to the Lending Activity section of thisDisclosurefor further explanation
of the bank’ s home mortgage market share.

Table 4 further details FNBMG’ s home mortgage activity by product type.

Table4
Geogr aphic Distribution of Mortgage L oans By Product Type
1997 and 1998 Combined Assessment Area Characteristics
Income
0 . .

Level of Home Pur chase Refinance Home % of Owner Occupied Units
Census Improvement
Tract

# % # % # %
Low 2 7% 1 2% 0 0% 2%
Moderate 1 3% 6 14% 0 0% 13%
Middle 10 35% 13 30% 5 29% 43%
Upper 16 55% 24 54% 12 71% 42%
TOTAL 29 100% 14 100% 17 100% 100%
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Source: 1997 and 1998 HMDA - LAR. Only includes owner-occupied loans.

Refinanced home mortgage lending was most active. Withinthis product type, the bank’slending is
comparableto the owner-occupied characterigticsin low- and moderate-income censustracts. The bank’
home purchaseand home-improvement activity isunfavorablewhen compared to moderate-income owner
occupancy characteristics.  Asdiscussed within the Description of Assessment Area, the bank’s
residential loan products are not competitive, primarily dueto the steep competition from much larger
financia ingtitutions and the lack of expertiseto offer the various lending products. The bank isnot an
active multi-family lender.

The bank originated 52 non-owner occupied 1-4 family home loans in 1997 and 1998 within the
assessment area. One of theseloanswas originated in alow-income censustract and 13 were originated
within moderate-income censustracts. Theseloans provide additional rental opportunitiesfor persons
residing in low- and moderate-income areas.

Small Business L oans
FNBMG'ssmdl businesslending market shareis good considering its Sze and resources. When comparing
thebank’ s 1997 small business market shareto other lenderswithin the assessment area, FNBMG ranks
64 out of 325 lenders, with amarket share of .27%. Further, the bank’s 1997 small business market share
is good inlow- and moderate-income censustracts. FNBM G ranked 30th, with amarket share of .24%
inthenumber of small businessloansoriginated inlow- income censustractswithinthe assessment area.
It' sperformance was better than smilarly situated bankswithin thelow-income censustracts. Thebank’s
smdll business|ending performance was adequate in moderate-income censustracts, asthe bank’ s market
sharewas .18%, ranking 45th in the total number of smal businessloansoriginated. However, thebank’s
performance was not as good as the other similarly situated banks.

Tableb, below, reflectsthat the percentage of loans originated in low- and moderate-income tracts does
not compare favorably to the small busi ness assessment area characteristicsfor these censustracts. The
bank originated 9% of its small business loans in low- and moderate-income census tractsin 1997.
However, the bank’ s performanceimproved in 1998, as 16% of its small businessloanswere originated
within low- and moderate-income censustracts. Twenty-one percent of the small businesses, within the
assessment area, arelocated in low- and moderate-income census tracts. Since the bank’ s branch
locationsarelimited to Morton Grove, most of bank’ ssmall business isgenerated through officer calsand
referrals. Cons dering the steep competition frommuch larger financid indtitutions, the bank’ soriginations
of small business loansin low- and moderate-income areas is reasonabl e.
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Table5
Small L oansto Businesses By Income L evel of Census Tract
Distribution of
Income Ll e Small Businesses
Level of
Census # % $ % # % $ % % of Census
Tract (000's (000's) Tracts
)
Low 4 3% 978 7% 3 2% 615 3% 5%
Moderate 9 6% 2,037 | 13% 19 14% 2,565 12% 16%
Middle 65 44% 5,894 38% 66 47% 8,449 41% 37%
Upper 69 47% 6,510 42% 51 37% 8,985 44% 42%
Total 147 | 100% | 15,419 | 100% 139 | 100% | 20,614 100% 100%

Source: 1997 and 1998 Small Business Data Collection Register.

Consumer Loans

AsshowninTable6, the bank’s geographic distribution of consumer loans does not compare favorably
to the population characteristics. 1n 1997 and 1998, the bank originated 24% and 10%, respectively , of
its consumer loans in low- and moderate-income censustracts. Thirty-one percent of the bank’s
population is low-and moderate-income census tracts.

Consumer originationswere sgnificantly lower in 1998 due to the discontinuance of indirect automobile
lending. 1n 1997, the bank originated 620 automobile loans which represent 80% of the bank’ s consumer
loan originations. In 1998, the bank only originated 70 automobile loans which represented 40% of the
bank’ stota consumer originations. Another 65 loans (39%) of the bank’ s originations were home equity
loans. The bank actively advertises home equity and automobile loans.

Our andysesreved ed thet originations of home mortgage, consumer and small businessloansinlow- and
moderate-incometracts, were sporadic, however, mainly concentrated on the north side of the City of
Chicago. Thisdispersion of all loansisreasonable since the bank does not have brancheslocated in low-
and moderate-incomearess. Further, thelow- and moderate-incometracts have asignificant percentage
of rental units. The owner occupancy is particularly low in low-income census tracts, at 15%.
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Table 6
Consumer Loans By Income L evel of Geography
Population
1997 1998 Characteristics
eemmelsde @f $ $ % of Census Tract
Census Tract # | % | (0oos | % # | % | (0oos | %
) )
Low 22 3% 208 1% 1 1% 2 <1% 8%
Moderate 162 21% 1,530 11% 15 9% 184 3% 23%
Middle 421 | 54% 6,314 | 45% 63 | 36% | 1,997 | 31% 38%
Upper 168 | 22% 6,085 | 43% 95 | 54% | 4,335 | 66% 31%
Total 773 | 100% | 14,137 | 100% |[ 174 | 100% | 6,518 | 100% 100%

Source: 1997 and 1998 Consumer Loan Data Collection Register.

Borrower Characteristics

Weeva uated loansby borrower characteristicsto determinethe extent that FNBMG provides|oansto
low-and moderate-income borrowers and small businesses. Thisanaysis reveded that the distribution of
FNBM G’ shome mortgagesto low-and moderate-income borrowersisreasonablewhen compared to the
incomedigtribution of the assessment areal sfamilies. The analysesa so reveded that an adequateleve of
small loans are provided to businesses with revenues less than $1 million. The bank aso makes an
adequate number of small businessloansthat arelessthan $100 thousand. Consumer lending to low-and
moderate-income borrowersis very good.

Home Mortgages

The distribution of home loans among borrowers of variousincome levelsis reasonable considering the
bank’ ssizeand resources. Lending to low-and moderate-income borrowersisdightly below thefamily
incomedistribution characteristicsin 1997. However, FNBMG’ sperformancewith regard to low-and
moderate-income borrowersimproved in1998.  Table7 reflects that withinthe entire assessment area,
the bank extended 21% and 32%, in 1997 and 1998 respectively, to low- and moderate-income
borrowers. Thirty-seven percent of thefamilieswithin the assessment areaare low- and moderate income.
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Table7
Home Mortgage L oans By Borrower Income

Borrower 1997 1998 éhar actsrn itst'?ésea
Income

Distribution # % | $000s | % # % $(000's) % % of Families
Low 3 7% 182 4% 7 15% 536 12% 20%
Moderate 6 14% 509 11% 8 17% 603 14% 17%
Middle 9 20% 829 17% 10 22% 1,029 23% 23%
Upper 26 59% 3,307 68% 21 46% 2,267 51% 40%
Total 44 | 100% 4,827 | 100% 46 | 100% 4,435 | 100% 100%

Source: 1997 and Y ear-to-date 1998 HMDA - LAR . Includes only owner-occupied units.

Small Business L ending

A review of demographic datarevea ed that 72% of the 102,507 businessesin the assessment area have
revenues less than $1 million. The distribution of FNBMG' s loansto small businessesrevealed an
adequateleve of lending to businesses having revenueslessthan $1 million. In 1997, 46% of the small
busi ness|oanswithin the assessment areawere made to businesses having lessthan $1 million in annual
revenues. The amount of small business lending with revenuesless than $1 million in annua revenues
increased dightly in 1998 to 53%. The significant number of smdl business|oanswith unknown revenues
contributeto the moderate percentages. For 1997 and 1998, 18% and 27% of the small businessloans
had unknown revenues.
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Based on our review of the 1997 and 1998 Small Business Data Collection Registers, FNBMG's
distribution of small business|oansto borrowersof varying sizesissignificant. Aspresentedin Table8,
76% of theloans, within the assessment area, werelessthan $100,000. For 1998, originations decreased
to 56% of the loans made to small business borrowers in amounts |less than $100,000.

Distribution of Small Busi nesl-l?gLiSOriginations in 1997 and 1998
Within the Assessment Area
By L oan Size and Business Revenues
Loan Size (all borrowers) Annual Revenues < $1 Million

1997 # % $(000's) % # %* $(000's) %*
less than $100,000 113 76% $3,770 25% 48 42% $1,755 47%
$100,000 to $250,000 17 12% $2,827 18% 10 59% $1,649 58%
$250,000 to $1,000,000 17| 12% $8,822 57% 9 53% $4,890 | 55%

Totals 147 | 100% $15,419 | 100% 67 46% $8,294 54%
1998
less than $100,000 78 56% $3,314 16% 50 64% $1,968 59%
$100,000 to $250,000 4| 24% $6,111 30% 16 47% $2,928 | 48%
$250,000 to $1,000,000 27| 20% $11,189 54% 9 33% $3546 | 32%

Totals 139 | 100% $20,614 | 100% 75 53% $8,442 41%
!Z)istribution of Businesses and Farms <1 M?Ilﬁon 2% * As a percentage of loans
mtheAssgssment Areapy Annual Revenues > 1 Million 11 % of the size category
of the Business or Farm: Unknown 17%

Source: 1997 and 1998 Small Business Data Collection Register.
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Consumer Lending

Table 9 revedsthat consumer lending to low- and moderate-income borrowers has been very good when
compared to the assessment area characteristics. The lending activity to low- and moderate-income
borrowersisespecidly impressivein 1997. Fifty-four percent of consumer loanswere extended to low-and
moderate-income borrowers. The bank’s performance declined somewhat in 1998 due to the
discontinuance of the bank’ s third party automobile paper.

Table9
Consumer Loans By Borrower Income
Assessment

Borrower 1997 1998 Area
Income Characteristics
Distribution

# % $(000's) % # % $(000's) % % of Families
Low 196 25% 1,837 13% 31 18% 448 7% 20%
Moderate 222 29% 2,626 19% 39 22% 812 12% 17%
Middle 87 11% 2,419 17% 31 18% 1,577 24% 23%
Upper 81 11% 5,231 37% 52 30% 2,867 44% 40%
Not Available 187 24% 2,024 14% 21 12% 814 13% 0%
Total 773 | 100% 14,137 | 100% || 174 100% 6,518 100 100%

Source: 1997 and 1998 Consumer Loan Data Collection Register.

Community Development Lending
FNBMG extended alimited number of community development |oans during the evaluation period. One
multi-family residence was financed within amoderate-income censustract. Although shown assmall
businessloans, FNBM G provided severd loanstotaling $230,000 to acommunity organization whose
primary purposeisto provide support services and housing for mentally challenged adults. Individuas
served by this group are considered low- and moderate-income.

Innovative or Flexible Lending Practices
FNBM G makes adequate use of flexible loan programsthat benefit low- and moderate-income borrowers
or censustracts. These programs have been instrumenta in providing affordable lending for consumer
purposes and small business devel opment.

I Smart Equity: Thishome equity loan dlowsagenerous 14 year term and no up-front costs or annua
fees. Thecustomer may switch betweenfixed or variableinterest ratesand choose elther fixed monthly
or interest-only payments. There are no points and no closing costs. A loan-to-value of 80% is
required. FNBMG has extended 252 of these loansin 1997 and 1998.
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Fixed Rate Equipment Loans. In June of 1998, the bank initiated a commercial product which
provides 100% financing for equipment loans. Threesmall business |oans have been extended under
this program.

Small BusnessAdminigtration Low DOC Program: Thisgovernment guaranteed program alows
for shorter gpplication and gpprova time. During thiseva uation period the bank has originated 1 1oan,
totaling $80,000.
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INVESTMENT TEST

Initsinvesting activities, FNBM G exhibits adequate respond venessto credit and community devel opment
needs. This conclusion is based on the needs and opportunities within the area identified through
community contacts and the bank’ ssize and financia capacity. The bank providesinvestmentsinits
communitiesthrough cash and in-kind contributionsand grantsto severa organizationsserving low- and
moderate-incomeresdentsinitsassessment area. Totd qudifying investments during thisevauation period
total $124,998. Specific noteworthy investments include:

I InJanuary 1999, the bank placed a $100,000 deposit with a Community Development Financial
Ingtitution which primarily supports adistressed area on the west side of the City of Chicago within
the bank’ s assessment area. Thisinvestment qualifies FNBMG for the Bank Enterprise Award.

Additiona donationsand grantswere provided to organizationswith aprimary purpose of community

development. FNBM G contributed to 4 different community devel opment organizations, totaling $24,998
during the evaluation period.
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SERVICE TEST

FNBM G servesthe needs of itscommunity through various service-oriented activities. Thisconclusonis
based on the following:

C FNBMGemploysvariousdeivery systemswhich make productsand services reasonably ble
to individuals of different income levels.

C Branchofficesarereasonably bleto geographiesand individuds of different incomeleveswithin
the assessment area considering the bank’ s size and resources. Branch hours are reasonable.

C FNBMG provides an adequate level of community development services.

Retail Banking Services
First National Bank of Morton Grove has 2 offices (including the main office) both of which arelocated
intheVillage of Morton Grove. Table 10 depicts the census tracts and income level s of the individuas
served by the bank’s 2 branch offices.

Table 10

Distribution of Branches by Census Tract Served
Income L evel of Censis Branches Assessment Area Characteristics
Lzt # % Distribution of Tracts
Low 0 0% 12%
Moderate 0 0% 24%
Middle 1 50% 35%
Upper 1 50% 29%
Unavailable NA NA NA
Total 2 100% 100%

Asshownin Table 10, the bank’ s 2 offices are located in a middle and upper income census tract;
however, our andysesreved that within theimmediate surrounding area of the branches, asmall segment
of low- and moderate-income familiesare served. Theimmediate areas surrounding the branchesinclude
Morton Grove, Niles, Park Ridge, Glenview, Lincolnwood, and Skokie.  Specificaly, 9% of the families
within this portion of the assessment area are low- income and 14% are moderate-income.

Products and services are fairly consistent for both branch locations. FNBMG's hours are generally
tallored to the needs of the surrounding area. Hours of operation arefairly consistent throughout the bank’ s
assessment area. Both of thebranchesmaintain Saturday hours. Additiondly, both brancheshavedrive-up
and walk-up facilities which offer extended hours.
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The bank maintains3 ATM machinesand customershave accessto 13 affiliateowned ATM’s. Thebank
subscribes to the Cash Station network which enables customers to transact banking through a large
number of ATM machines through out the bank’ s assessment areaand nationwide.

Alternative Delivery Systems
Thebank’s aternative delivery systems make servicesmore accessible. These programs enhancethe
overall delivery of productsto the market asawhole. 1n addition to the ATM network, these systems
include an automated tel ephone banking system known as Persond Automated Teller (PAT) and Loan by
Phonefor homeequity linesof credit. Usng PAT, customers can obtain loan and deposit information 24
hoursaday viaatoll-free number. Customer initiated transactions may include: account balanceinquiries,
fundstransfers, loan payments and rate information. Additionaly, loan originators arewilling to accept
applications over thetelephone. Aspart of the bank’ s service to the multi-ethnic communitiesit serves,
bank employees utilize aforeign language directory in order to provide assi stanceto non-English speaking
customers. Bank personnel speak 10 different languages. Thisdlowsthe bank to provide better customer
service asit gives the bank the ability to have atrandator join in on conversations with customers.

Wedid not place sgnificant weight on the dternative ddivery sysemswhen drawing our CRA performance
conclusions because no data was available to determine the effectiveness of delivering retail banking
services to low- and moderate-income census tracts and to low-and moderate-income individuals.

Community Development Services
Severa bank employees offer community devel opment servicesto organizationsthat have astheir primary
purpose economic development or revitalization. Their involvement isto provide technica assistance,
develop programs to provide lending, and inform the community about credit and deposit products.

C Anofficer of the bank servesasamember of the Auxiliary of Orchard Village. Thisorganization
provides housing and other services for mentally challenged individuals within the community.

C Two representatives of senior management each serve as members of the Glenview Chamber of
Commerce and the Morton Grove Chamber of Commerce. Members of these organi zations discuss
variousfinancid related issuesrel ated to economic development of the Glenview areaand the Village
of Morton Grove.
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FAIR LENDING REVIEW

Weconducted afair lending examination to determineif al applicantsthat applied for refinancing of home
loans were treated similarly. Specifically, we determined if the rates and terms granted to approved
borrowers of the prohibited basisgroup weresimilar to other approved |oan borrowers. Wefound no
evidence of discrimination.
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