Comptroller of the Currency
Administrator of National Banks Small Bank

Northeastern District

1114 Avenue of the Americas, Suite 3900
New York, New York 10036

Note:

Public Disclosure

May 25, 1999

Community Reinvestment Act
Performance Evaluation

First National Bank of Absecon
Charter Number 10823
106 New Jersey Avenue

Absecon, New Jersey 08201

Office of the Comptroller of the Currency
Eastern Pennsylvania Duty Station
4 Greenwood Square, Suite 120
3325 Street Road
Bensalem, Pennsylvania 19020

This evaluation is not, nor should it be construed as, an assessment of
the financial condition of this institution. The rating assigned to this
institution does not represent an analysis, conclusion, or opinion of
the federal financial supervisory agency concerning the safety and
soundness of this financial institution.



General Information

The Community Reinvestment Act (CRA) requires each federa financid supervisory agency to useits
authority, when examining financid ingtitutions subject to its supervision, to assess the inditutiorrs record
of meeting the credit needs of its entire community, including low- and moderate-income

neighborhoods, cons stent with safe and sound operation of the ingtitution. Upon conclusion of such
examinaion, the agency must prepare awritten evauation of the indtitutiorrs record of meseting the credit
needs of its community.

This document is an evauation of the CRA performance of First National Bank of Absecon
prepared by The Office of the Comptroaller of the Currency, the inditutiorss supervisory agency, as
of May 25, 1999. The agency ratesthe CRA performance of an indtitution consistent with the
provisons st forth in Appendix A to 12 CFR Part 25.

Ingtitutionrs CRA Rating: Thisinditution is rated Setisfactory.

I The bank:-s average |oan-to-depost ratio reflects an improving trend but remains below satisfactory
levels.

1 A subgtantia mgority of loans were made within the bank:=s assessment area.

I The bank:=s lending performance reflects satisfactory distribution of credit to borrowers of different
income levels.

I The bank exhibits agood record of lending to small businesses.



Scope of the Examination

Theevduaion of The Frs Nationd Bank of Albsscorks (FNBA) performance covers the period from
January 1, 1997 through March 31, 1999. The evaduation indudes an andyss of FNBA:s assessment
areq, which coversthe eesern hdf of Atlantic County, New Jarsey. Thisandlyssis based onthe
bank-s HMDA Loan Activity Reports (HMDA-LAR) and Loan Regiders. These reports were tested
for accuracy during the examinaion. We used the Smdl Bank CRA Procedures to complete this
examination.

Description of Institution

FNBA isawholly owned subsdiary of Albsacon Bancorp and is Stuated in the southeastern portion of
Atlantic County, New Jersey. Thislocation isjust northwest of Atlantic City, separaied by waterway
boundaries FNBA isafull sarvicefinandd inditution with trust services The bank operates four
banking offices. The main office and one branch are located in Albsscon; the other branches are located
in Northfidd and Gdloway Township, New Jersey. Each banking location is equipped with drive-up
banking fadlities. Extended banking hours are available Thursday and Friday a all locations exoept
Northfidd, where extended banking hours are available Friday only. The bank isdased on Saturday.
No branch was opened or dosad snce the prior CRA Public Evauation in May 1996.

Asof March 31, 1999, FNBA:stotd assets were $114 million, indicating a 3% growth rate between
evauations The baance shest reflects $43 million in loans and $100 million in depogits. FNBA:=s |oan
portfolio conggs of 77% resdentid loans, 20% commercid loans, and 3% consumer loans. Totd
loans have increasad gpproximatey 34% since May 1996. Management attributes loan growth to the
declinein interest rates, new product deve opment and its ability to decison loan goplications rapidly.

The bank primary busnessfocusis resdentid mortgages and red estate secured lending for persond
and busness purposes. Mgor competition within the assessment arealindudes branches of regiond,

date and savingsinditutions. There are dso numerous private mortgage companies operating within the
bank-s assessment area.

FNBA isnot subject to any known finandd, legd or regulatory restrictions, which would impedeits
ability to hep meet the credit nesds of its community.

FNBA:s|ast CRA assessment was paformed as of May 3, 1996. The bank received a Stisfactory
reting.

Description of Assessment Area - Eastern Atlantic County

FNBA has defined its assessment areawithin the Atlantic/Cape May MSA 0560. The assessment area
indudes the eastern hdf of Atlantic County except for the areas separated by water boundaries. The
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bank=s assessment area.conssts of thirty-two census tracts reflecting no low-income, one moderate-
income, twenty-one middle-income, and ten upper-incometracts. The assessment area.complies with
the regulation and does not arbitrarily exdude low- or moderae-income aress.

Basad upon 1990 census data the population of the assessment arealis goproximately 102,200 and
contains 37,332 househalds comprisng 26,541 families Housing units within the assessment areatota
41,305. Thistotd reflects 66% owner occupied, 24% rentd, and 10% vacant housing units. The 1998
median family income is $39, 034 and the median vaue of housng is $105,046. The unemployment
rateis 2.67%

Thelocd economy isgtable. Cagno and touriam rdated activities continue to poditively impect
economic conditions. Employment opportunities are cantered in casno, medicd, sarvice and retall
indudtries. The completion of the tunnd between Atlantic City and the Marina areashould enhance
future employment, housing and business activities within the assessment area,

Management indicated that the primary needsfor its assessment areaare resdentid mortgeges, home
equity products, and amdl busnesslending.  One community contact was made with the Absscon
Business and Commercid Development Corporation, Inc. (ABCD, Inc.), anon-profit corporation
organized to promote and support busness and commercid deve opment in Absecon, NJ. Our
discussion focused on business deve opment within the City of Albsecon. FNBA was commended for
its efforts to support smal busness ownership and its community involvement within Absscon, NJ.

Conclusionswith Respect to Performance Criteria
L oan-to-Deposit Ratio

The loan-to-depogit ratio does not meet the Sandards for satifactory performance. FNBA:=s|oan-to-
deposit raio hasimproved over the lagt nine quarters (1/1/97 - 3/31/99) but remains below thelevd for
sidactory performance. Our review determined seady improvement over the review period asthe
loan-to-deposit ratio has increased to 43% a March 31, 1999 from 34% a the beginning of the review
period. The bank-s|oan-to-depost ratio averaged 38% over the review period while nationdly its
pears averaged 70%. A review of Smilarly Szed banking inditutions located in southern New Jarsey
reflects aloan-to-depogit ratio of goproximatey 51% for the same time period.

FNBA:s variance from peer group loan-to-deposit ratios results from competitive pressures, limited
commerdd lending opportunities and prior conservative lending practices Since the prior review,
management has deve oped new products to meet community mortgege nesds. Asaresult, resdentiad
lending has increased gpproximatdy $5 million or nearly 60% of the totadl 1oan growth during the review

period.
Lendingin the Assessment Area

The bank meets the dandards for sstisfactory performance for lending in the assessment area. We
reviewed the bank=s HMDA-LAR to determine the location of loan originations. The bank hasagood
record of serving the credit needs of its community based on thisreview. A subgtantid mgority of
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FNBA:-sHMDA reportable |oans originated within the assessment area, asindicated in the following
teble.

LENDING WITHIN THE ASSESSMENT AREA (AA)
HMDA Loan Originationsfrom 1/1/97 - 3/31/98

#of L cans
Year In AA Out of AA % In AA
1997 60 12 83%
1998 166 34 83%
YTD 3/31/99 30 2 94%
Total 256 48 84%

Lending to Borrowers of Different Incomes and Businesses of Different Sizes

FNBA meats the dandards for satisfactory performance for lending to borrowers of different incomes
and busnesses of different 9zes The Bank=srecord of lending to borrowers of different income leves
was evauated usng HMDA reportable loans originated in 1997, 1998 and the fird three months of
1990. Ovedl, our review of HMDA reportable loans to borrowers of different income levelsreveded
sidfactory lending patterns. While the penetration of loansto low- and moderate-income borrowersis
low, the type of individuds comprisng these totasimpacts this performance. Approximeatdy 39% of
the households within the assessment area are retired persores and/or socid security recipients.
Additiondly, resdents of the assessment areaes one moderate-income census tract are primarily college
sudents. Hence, lending opportunities within these demogrgphic groups are limited.

Lending to Borrower s of Different Incomelevels
HM DA loansfrom 1/1/97 - 3/31/99

Through
1997 1998 3/31/99
[ncome SAMt | #of | $SAmMt| #of | SAmMt | #of | Total Families
L ow 1% 4% 1% 4% 1% 3% 13%
M oder ate 4% 12% 5% 12% 10% | 22% 17%
Middle 20% 28% 16% 26% 11% | 16% 25%




Upper 75% | 56% | 78% | 58% | 78% | 59% 45%

Total 100% | 100% | 100% | 100% | 100% | 100% 100%

Small Business L oans

Wereviewed dl commerdd loans originated during the eva uation period to assess the bank:-s record of
lending to small businesses. A amdl businessis defined as abusinesswith less then or equd to $1
million in gross annud revenues

The bank is very respongve to the credit needs of amdl businesseswithin its assessment aea. During
the review period 80% of FNBA:-s busnessloans by number and 85% by dollar amount wereto smdl
busnesses Additiondly, 77% of dl amdl business |oans meade during the examination period were for
amounts less than $100 thousand and 100% were for amounts less than $500 thousand.



Small Businessloans Originated in 1997 within the Assessment Area

Original Loan
Amountsto Businesses
with Revenue <= $1
Million

Small Business|loans M adeto Small Businesses

#of Loans % $ Amount %
(000)

L essthan $100,000 23 72% 748 29%
$100,000 to $250,000 6 19% 659 26%
$250,001 to $500,000 3 9% 1,131 45%

$500,001 to $1,000,000 0 0% 0 0%
Total 32 100% 2,538 100%

Small Businessloans Originated in 1998 within the Assessment Area

Original Loan
Amountsto Businesses
with Revenue <= $1
Million

Small Business loans M adeto Small Businesses

#of Loans % $ Amount %
(000)

L essthan $100,000 28 80% 980 42%
$100,000 to $250,000 6 17% 1,040 45%
$250,001 to $500,000 1 3% 300 13%

$500,001 to $1,000,000 0 0% 0 0%
Total 35 100% 2,320 100%




Small Businessloans Originated in YTD 3/31/1999 within the Assessment Area

Original Loan
Amountsto Businesses | Small Businessloans M ade to Small Businesses
with Revenue <= $1
Million
# of Loans % $ Amount %
(000)

L essthan $100,000 6 86% 320 72%
$100,000 to $250,000 1 14% 122 28%
$250,001 to $500,000 0 0% 0 0%

$500,001 to $1,000,000 0 0% 0 0%
Total 7 100% 442 100%

Geographic Distribution of L oans

The bank meets the dandards for satifactory performance for the geographic digtribution of loans.
FNBA:s assessment areaindudes no low-income censustracts. The sole moderatie-income census
tract islargdy rurd. 1t contains portions of the New Jersey Pine Barrens and Stockton State College
campus Resdents of this censustract are primarily sudents meking lending opportunities limited.
Based on these facts, we determined our andys's of FNBA:=s geographic didtribution of credit does not
provide any meaeningful data

Responsesto Complaints

There were no complaints recaived by the bank snce the prior evauetion.

Record of Compliance with Antidiscrimination Laws

A Far Lending review was performed in conjunction with this CRA examingion. The terms gpproach
was used comparing sngle femde goplicants sesking resdentid mortgage finenang to married
goplicantsto test for discrimination on a prohibited basis. No disparate trestment was noted. In

addition, no violaions of the subgtantive provisons of antidiscrimination laws and regulaions were
identified.



