SvALL BANK

Comptroller of the Currency
Adminigrator of National Banks

PUBLIC DISCLOSURE

September 13, 1999

COMMUNITY REINVESTMENT ACT
PERFORMANCE EVALUATION

First National Bank of Giddings
Charter Number: 4410

108 East Austin
Giddings, Texas 78942

Office of the Comptroller of the Currency
Austin Fidld Office
8310 Capital of Texas Highway, Suite 250
Austin, Texas 78731-1080

NOTE: Thisevaluation isnot, nor should it be construed as, an assessment of the
financial condition of thisingtitution. Therating assgned to thisinstitution
does not represent an analysis, conclusion, or opinion of the federal financial

supervisory agency concerning the safety and soundness of thisfinancial
ingtitution.






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 assess the
institution's record of meeting the credit needs of its entire community, including low- and

moder ate-income neighborhoods, consistent with the safe and sound operation of the institution.
Upon conclusion of such examination, the agency must prepare a written evaluation of the
ingtitution's record of meeting the credit needs of its community.

This document is an evaluation of the CRA performance of First National Bank of Giddings
(FNB), Giddings, Texas, as prepared by The Office of the Comptroller of the Currency (OCC),
the institution's supervisory agency, as of September 13, 1999. 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: Thisinditution israted “ Needsto Improve.”

AN\B'slending parformance does not meet the standard for satisfactory performance given its Size, financid
condition, and known crediit needs in its assessment area.

C The loan-to-deposit (LTD) ratio is well below those indtitutions sharing Smilar characteristics
located in and around its designated assessment area. FNB’sLTD ratio averaged 17.6% since
thelast CRA examination dated February 18, 1997. Comparable banks average LTD ratio was
51.1% for the same time period. Thislevd of lending does not meet the andard for satisfactory
performance.

C A mgority of FNB’sloans are within its assessment area. Approximately 74% of the number of
loans originated in 1999 have been within the assessment area.

C The digribution of loans to individuds of varying incomes and smdl businesses and fams d
different sizes reflects a reasonable penetration.

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

The following pages further describe FNB’s CRA performance.



DESCRIPTION OF INSTITUTION

FANB isa$b millionbank headquartered in Giddings, Texas, approximately 60 miles east of Austin, Texas.
A drive-in facility and an automated teller machine is provided e the one office. Theinditution’s primary
focus is to promote economic development in its assessment area through its lending programs and
community involvement. FNB’s lending emphasis has been in commercid, smdl business, agriculturd,
consumer, and red estate loans. The following reflects a detailed breakdown of FNB'’sloan portfolio as
of June 30, 1999.

Dallar Amount
(000Q's)

$3,374

Loan Type % of Total

Commercid and Industrid Loans 28.5%

Agricultural Loans (Red Edtate & Production) $2,111 16.1%

Commercid Red Edate $1,849 14.1%

Consumer Loans $1,724 13.2%

1- 4 Resdentid Redl Estate $1,523 11.6%

Multifamily Redl Edtate $1,100
$ 634

Other $ 428

8.4%

Congtruction and Land Development Loans 4.8%

3.3%

—
S
QD

$13,103 100%

Complete banking services are provided Monday through Friday at the one office and Monday through
Saurday a the drive-in facility. FNB faces strong competition from two community banks in the county,
three branches of community banks and a branch of aregiond bank in Giddings. However, based on its
financid condition, the current economic conditions, and product offerings, FNB has the ability to meet
thevaiousaadt needsin its community. At the last CRA examination in February 1997, the bank’s CRA
raingwes" Satidactory.” No lega impediments or other factors hinder the bank’ s ability to provide credit.



DESCRIPTION OF ASSESSMENT AREA

FNB has desgnated dl of Lee County as its assessment area. Lee County has a sparse population of
approximatey 14,000, of which 16% are over 65 years of age. Principa communities located in the
as=ssment areainclude Giddings, Dime Box, and Lexington. The county seet is Giddings, Texas, which
hesapopulation of gpproximately 5,000. Lee County is made up of four block numbering areas (BNAS)
whichauround and include FNB’ s office. The 1990 census data categorizes the BNAS as one moderate-
income, two middle-income, and one upper-income. The city of Giddings is designated as an upper-
income BNA. Approximately 20% of the families in the assessment area are considered low-income.
M oderate-income families approximate 15% of the population, while middle- and upper-income families
comprise the remaning 65%. The bank’s assessment area designation is in compliance with the
requirements of the regulation.

Thelocd economy is currently considered good. Oil and gas production and agriculture have traditionally
hedasgnficant influence on the locad economy. More recently, the ared s proximity to Audtin, Texas, and
bang on amgor thoroughfare between Austin and Houston, has sparked more light industry and related
housing demands. Mgor employers in the assessment area include the Giddings Independent School
Didrict, the Giddings State Schooal, local government, retail, and service-oriented organizations. The loca
unemployment rate is approximatey 4.5%. The 1999 Texas updated median family income for non
metropolitan statistical areas is $33,900.

According to the 1990 housing data as provided in the census, there are 5,773 housing units in the
combined area, of which 63% are owner occupied, 18% are renter occupied, and 19% are vacant. The
median year built for housing was 1972 and the median vaue is $47,000.

In order to gather more current information on the nature of the community and potentia lending
opportunities in the assessment area, we contacted three community leadersin city government and one
inthe agricultura industry. These contacts identified a demand for middle- to moderate- income housing
with home purchase and home improvement loans as the primary credit needs. Contacts indicated that
area agricultural needs were being met by loca community banks.

The cyclical nature of the agriculturd and oil/gas economies has limited loca resdentia red edate
devdopment gppartunities. There are dso very few builders/developersin the area. However, FNB does
make home purchase and home improvement loans. Although they track the number of home purchase
loans, they do not currently track the number of home improvement loans they originate.



CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA

L oan-to-Deposit Ratio

The LTD ratio iswel beow those indtitutions sharing Smilar characteritics located in and around its
designated assessment area. The following chart reflects a historica comparison of FNB’sLTD rétio in

relaion to banks sharing Smilar characteristicsin and around the area, and to other amilarly sized banks
located within the state of Texas.

Historical Comparative Analysis
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M\B'sLTD raioaveraged 17.6% since the last CRA examination dated February 18, 1997. Comparable
benks averageL TD ratio was 51.1% for the same time period. Since the last CRA examination, the LTD
raio has steadily increased from 14% on December 31, 1996, to 22% on June 30, 1999. Loan growth
in the last year has exceeded 30%. However, the bank’s LTD ratio remains well below most of the
indtitutions located in and around Giddings, Texas.

Orefador dfecting the LTD ratio isthat FNB is a primary holder of public fundsin Giddings, Texas. Due
to pledging requirements, the bank will be required to maintain a higher percentage of short-term
invesmants to secure these deposits. Public deposits, as of June 30, 1999, tota $6,524 million or 11.5%
of tota deposdits.






Lending in the Assessment Area

To assess the bank’ s performance in this criteria, we reviewed an analyss prepared by management of
mortgage, consumer, and commercias loans made from January 1998 through July 1999. A mgority of
thenumba of laensoriginated during this time period were within FNB’ s assessment area. Lending activity
during 190 indicated that 74.4% of the number of loans made were in Lee county, but 56.7% of the dollar
volume of these loans were outside the assessment area.

Lending to Borrowers of Different Incomes and Businesses of Different Sizes

Theloan portfolio reflects a reasonable distribution of persond loans among individuas of various income
levels and a good dispersion to busnesses and farms of different sizes. In order to assess FNBs
paformance in this criteria, we reviewed adl consumer vehicle purchase loans originated between January
1998 and June 1999 and al mortgage-related loans originated during the same period. All of the
mortgegerdated |oans were for the purchase of resdentid real estate. As previoudy mentioned, the bank
doesnat track homeimprovement |oans athough they do make these types of loans. Our andyss indicates
that FNB lends to dl applicants, regardless of their income category. We did note, however, that the
number of mortgage-reated loans reviewed are not in line with the different income levels within the
assessment area. This could be atributable to the limited supply of affordable housing in the areaand a
lack of congruction in this price range of home. It could also be attributable to the high percentage of
home ownership in the area (63%), the increasing number of older residents on fixed lower incomes, and
the lack of demand from these established older residents.

The leve of consumer lending to low- and moderate-income familiesis satisfactory in relationship to the
demographics of the community. The table listed below summarizes our andlysis of lending activity in the
assessment area by different incomes levels.



L oan Sample Distribution by |ncome Group
Low Moderate Middle Upper Total
Income Income Income Income # of
Families Families Families Families Families

Area 20.1% 14.6% 19.1% 46.2% 100%
Demographic
Characteristics

694 502 660 1,591 3,447
# of Families
Loan Type # % # % # % # % # %
Consumer 10 50% 1 5% 4 20% 6 30% 21 100%
1-4 Residential L oans 0 0.0 0 0.0 3 37.5% 5 62.5% 8 100%
Total 10 34% 1 3% 7 24% 11 38% 29 100%

FNB originates a satisfactory number of commerciad and agriculturd loans to “smdl busnesses’ with
revenueslessthen $1 million. Management continues to focus on providing loans that will enhance the loca
economy. Thefollowing chart reflects the results of our andysis of a sample of agriculturd and commercid
loans made in 1999.

L ending to Businesses of Different Sizes
Gross Lessthan 100,000- 250,000- Morethan
Revenues $ 100,000 250,000 1,000,000 1,000,000 Total
Loan Type # % # % # % # % # %
Commercial 7 35% 2 10% 6 30% 5 5% 20 100%
Agricultural 19 95% 0 0.0 0 0.0 1 5% 20 100%

Geogr aphic Digtribution of Loans

As previoudy mentioned, Lee County is made up of four BNAs. With only one being designated asa
moderate-income area and being sparsaly populated, an andysis of loan digtribution by geographic area

would not provide meaningful information.



Response to Complaints

FNB has received no complaints relating to its CRA performance.

Compliance with Fair Lending Laws and Regulations

A fair lending examination was conducted as part of a compliance examination of FNB. Our sample
indudeddl approved and denied gpplications for the purchase of automobiles from January 1998 through
Jiy 1999. The bank was in compliance with the substantive provisons of the antidiscrimination laws and
regulations. No far lending violaions were identified.



