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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federal financial supervisory agency
to use its authority when examining financial institutions subject to its supervision, to
assesstheingdtitution's record of meeting the credit needs of its entire community, including
low- and moderate-income neighborhoods, consistent with safe and sound oper ation 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.

Thisdocument is an evaluation of the Community Reinvestment Act (CRA) performance of
First National Bank of Anderson, Anderson, Texas (FNBA) prepared by the Office of the
Comptrdller of the Currency, the institution's supervisory agency, as of March 11, 1999. The
agency ratesthe CRA performance of an institution consistent with the provisions set forth
in Appendix Ato 12 CFR Part 25.

INSTITUTION'SCRA RATING: Thisinditution israted “ Satisfactory.”

FNBA's performance rating is supported by:

é areasonable loan to deposit ratio,

é a satisfactory record of lending to borrowers within the assessment areg,

é a reasonable digribution of loans to individuds and busnesses of dl income characteridtics,
and
e asatisfactory geographic distribution of loans among al censustracts.



The following table indicates the performance level of FNBA with respect to each of the
five performance criteria.

SMALL H H
INSTITUTION First National Bank of Anderson

ASSESSMENT Anderson, Texas
CRITERIA

Performance L evels

Does Not M et
Exceeds Standards Meets Standards Standards
for for for
Satisfactory Satisfactory Satisfactory
Performance Performance Performance

Loan-to-Deposit Ratio

Lending in Assessment
Area

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

Geographic Distribution
of Loans

Response to Complaints
No complaints were received since the prior
examination.




Description of Ingtitution:

FNBA isa3b7 million full service indtitution which serves Grimes County and surrounding aress. The bank
dfersdive-in facilities a its sngle location in Anderson, Texas. The bank does not offer automated teller
machines. The bank offers a limited dternative delivery system viatheir telephone did in voice response
system. This system enables customers to check loan and deposit balances, make transfers between
accounts, and make [oan payments.

FNBA's sangle office is located a the corner of Highway 90 and FM 1774 in the central part of Grimes
Caunty. Thisbank has been in operation for dmost ninety-five years since July of 1904. Thistrade area
isprimaily characterized by farm, ranch, and other agricultura related businesses. Oil and gas production
isaso of someimportanceinthearea. The bank’s officeis located in amiddle income censustract. All
of the assessment area (Grimes County) is comprised of three middle income census tracts. In the
immadiaeaes, banking competitionis moderate. The bank is 100% owned by a holding company, First
Anderson Bancshares, Inc. which was formed in 1984. Ownership of the holding company isloca with
46 shareholders. There are no other affiliates or subsidiaries of FNBA.

Thebark sprimary business focus is consumer lending, financing Single family residences, agrarian lending,
andaommercia lending to smal businesses. At December 31, 1998, construction and land devel opment
loans comprised 6% of the loan portfolio and loans secured by farmland comprised an additiona 6% of
the loan portfolio. Commercid and industrid loans totaled 19% of the loan portfolio, loans to finance
agricultura production and other loans to farmers totaled 14% of the loan portfolio, loansto individuads
medeup 25% of the loan portfolio, loans secured by 1-4 family resdentia properties made up 20% of the
portfolio, and 8% was secured by other commercid red estate. Other various loans accounted for 2%
of the loan portfalio.

Thaeare no legd, financia or other factors impeding the FNBA’ s ability to help meet the credit needs of
its assessment area

Theled CRA examination of FNBA was conducted as of July 18, 1995, a which time the bank received
a“Sdidactory” ring.

Description of FNBA’s Assessment Area

MN\BA’sassessment arealincludes dl of the geopalitica Grimes County which is located gpproximatey 90
miles northwest of downtown Houston, Texas and 35 miles southeast of the Bryan/College Station area
inrurd southeast centrd Texas. The assessment area meets the requirements of the regulation and does
not arbitrarily exclude low or moderate income geographies.

The locd Grimes County economy is sable. The City of Anderson has gpproximately 450 inhabitants.
Ol and gesprodudion has been important to the local economy and has typicaly helped mitigate the down
timesin the cattle and farming industry. Recent declinesin energy have dowed the economy somewhat



contributing to locd layoffs and reduction in hours worked in the oil fiedld manufacturing sector. However,
in general, many of the local farmers hold their property debt free which has helped to moderate the
economic down turns. They incur debt only for production purposes. A recent recovery in cattle prices
have helped mitigate some of the effects of the downturn in energy prices. Manufacturing, farming, and
government account for gpproximately 65% of tota employment in Grimes County.

Four other financid ingtitutions operate in Grimes County. Oneisanationd chartered commercia bank
in nearby Navasota, another is abranch of a state chartered bank in Navasota, another is a savings and
loan in Navasota, and the other is a state chartered bank in nearby Bedias.

The following chart reflects population and income characteristics of FNBA's assessment area. The
assessment area does not arbitrarily exclude Low-and-Moderate Income (LMI) aress.

Income and Population Characteristics
of FNBA’s Assessment Area

Grimes County

1990 Census Population 18,828

1990 Census Weighted Average Median Family Income
1998 Updated H.U.D. Weighted Average Median Family Income

$24,440
$32,100

The following charts depict some of the demographic information for FNBA' s assessment areawhich is
Grimes County.

Grimes County
Assessment Area

Type of Census
Tract

Number of
Census Tracts

Per centage of
Total Number
of Census
Tracts

Number of
Householdsin
Census Tracts

Per centage of
Householdsin
Census Tracts

Low Income

0%

0%

M oder ate
Income

0%

0%

Middle Income

100%

100%

Upper Income

0%

0%




CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA:
Loan to Deposit Ratio

The loan to deposit ratio is reasonable when compared to other commercid banks within the assessment
and surrounding area. The loan to deposit ratio was 64% at December 31, 1998. The loan to deposit
raio has been steadily increasing over the past two years. The quarterly loan to deposit ratio average for
FN\BA sncethelast CRA examination is 51%. A comparison of FNBA to the two other commercid bank
dnatarsoparding in the assessment areareflected that FNBA ranked significantly higher in loan to deposit
ratios. The two other commercid banks operating in the assessment area have loan to deposit ratios of
41%and 33%. A review of ten commercid banksin contiguous, primarily rurd countiesindicates arange
of 21% to 93% loan to deposit ratios with an average of 58%.

Lending in the Assessment Area

A mgaity of thedollar volume and number of FNBA'’s loans are within its assessment area. The following
datrdleds an analyss performed by management of the percentages of the dollar amount of loans made
within the assessment area. This sample included virtualy 100% of the total dollar volume and the total
number of loans which comprise the entire loan portfolio.

Lending Within and Outside
of the Assessment Area
As of December 31, 1998

Percentage of the Dollar | Percentage of the Number

Volume of Loans of Loans

Loans Within the Assessment Area 63% 62%

Loans Outsde of the Assessment Area 37% 38%

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

The lending patterns of this inditution indicate the bank is doing an reasonable job of lending to small
busi nesses and a reasonable job of lending to consumers in the assessment area.

Infomation on business revenue or individua borrowersis not collected by the bank. FNBA is primarily
o, agricultural, commercid, and business oriented. As of December 31, 1998, the loan portfolio



was comprised of 20% farmland and other agricultura lending, commercid and industria lending of 19%
with another 25% of loans to individuas and 20% in 1-4 single family residences.

Since income information is not available on individud borrowers or businesses, loan size was used by
proxy to determine lending to businesses of different Szes. Of the total 1oan portfolio, dl but two of the
loanswereariginated for less than $1 million. Additiondly, only nineteen of the gpproximately 6,200 loans
ariginated were for more than $200 thousand. Further, the average Sze of dl loans originated during this
period was $ 5,400.

Geographic Digtribution of L oans

There is reasonable digtribution of loans extended within the assessment area. As previoudy mentioned,
the assessment area of the bank is the palitica subdivison of Grimes County. Grimes County contains
goproximately 793 square miles and has only three census tracts.  All of these censustracts are middle
income tracts. The bank has loans extended in 100% of the census tracts in its assessment area. The
fallowing chart reflects the didribution of al types of loans within the bank’ s assessment area by income
designation of the census tract. Thisandyssis based on a sample of virtualy 100% of the loanswhich
originated in the past two years.

Geographic Analysis of Loans
Within the Assessment Area as of December 31, 1998

Type of Census
Tract

Per centage of the
Number of Loans
Within Type of
CensusTract

Per centage of the
Dollar Amount of
Loans Within Type of
CensusTract

Per centage of Census
Tractsby Income
Characteristic

Low Income

0%

0%

0%

M oder ate | ncome

0%

0%

0%

Middle Income

100%

100%

100%

Upper Income

0%

0%

0%

Thisddribuionis reasonable when considering the geographic location of the bank officewhich is located
in a middle income census tract and the large geographic size of the assessment area. There are no low,
moderate, or upper income census tracts in the assessment area of Grimes County.

Summary

Thebarkisinauogantid compliance with the spirit, intent, and technica agpects of anti-discrimination laws.
No violations of fair lending laws were noted. Management is providing appropriate employee training
progarsto hdpeawsure adherence to fair lending laws. Management has dso adopted satisfactory policies
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and procedures to promote equa credit opportunities for al applicants regardless of race, color, reigion,
reiond origin, sex, marita datus, age, or the fact that dl or part of the applicant’sincome is derived from
apublicassdarce program. The loan to deposit ratio, lending in the assessment area, lending to borrowers
o dfferatincomes and businesses of different Szes, and the geographic digtribution of loansis reasonable
for theindtitution’ s resources.



