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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federal financia supervisory agency to useits
authority when examining financid ingtitutionssubject toitssupervision, to assesstheingtitution'srecord of
meeting 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 is an evaluation of the CRA performance of Fort Hood National Bank (FHNB)
prepared by the Office of the Comptroller of the Currency, theinstitution's supervisory agency, as of
October 12, 1999. The agency ratesthe CRA performance of an ingtitution congstent with the provisions
set forth in Appendix A to 12 CFR Part 25.

INSTITUTION'SCRA RATING: Thisinstitution israted “ Satisfactory.”

FHNB'’ s lending performance reflects a satisfactory responsiveness to community credit needs. The
following highlights the bank’ s performance:

C Theloan-to-depodt (LTD) ratio iswell below other banks having an office or branch onamilitary
base, but isin line with banksidentified as having military personnel astheir primary customer
(peer). Onaquarterly basis, FHNB’sLTD ratio averaged 13.1% from June 1996 to June 1999;
peer averaged 27.5% for the same period. Thebank’ sLTD ratio, asof September 30, 1999, was
32.1%.

C A substantial mgjority of the number and dollar volume of loans originated from January 1997
through September 1999 are in the bank’ s assessment area.

C Thedistribution of borrowersreflectsa satisfactory penetration to individuals of different incomes
and businesses of different sizes.

C The geographic distribution of loans reflects a reasonabl e penetration throughout the bank’s
assessment area.

C FHNB was assessed arating of “Outstanding” at the March 11, 1996 examination. The bank has



not received any consumer complaints concerning its CRA performance since that time.



DESCRIPTION OF INSTITUTION

FHNB islocated on the Fort Hood Army Post. Asof September 30, 1999, the bank had total assets of
$107 million and total loans of $31 million, 29% of total assets. The bank’smarket nicheisconsumer
lending. Eventhough consumer loanstotal only 31% of theloan portfolio, thisloan type hashistoricaly
been inthe 60% of portfalio range. Theloan mix changed significantly when FHNB purchased $19 million
in commercial real estate loans from its affiliate First National Bank - Texasin Killeen (FNBT) in
September 1999. FHNB'sloan portfolio as of September 30, 1999 is detailed in the following table.

Loan Type Dollar Amount (000's) % of Total
Commercial Real Estate $ 18,948 61.9%
Consumer Loans $ 9,535 31.2%
1- 4 Residential Real Estate $ 1,357 4.4%
Commercial and Industrial Loans $ 507 1.7%
Agricultural Loans $ 218 0.7%
Multifamily Real Estate $ 13 0.1%
Total $30,578 100%

Therearenolegal or financia impedimentswhich affect the bank’ sability to meet the credit needs of the
community. However, FHNB doesface strong competition for the consumer market from areabanks,
credit unions, pawn shops, captivefinance companies, and quasi-governmental agenciessuch astheU.S.
Army and U.S. Air Force Exchange Service.

FHNB has an extensive branching network for abank of itssize. The bank hasfour full service offices,
three Post Exchange officeswhich offer teller and new account services, four new account processing
centers, and 52 automatic teller machines (ATMs), all located on the Fort Hood Army Post. The bank
also provides expanded hours to accommodate the varied military personnel schedules. Full service
banking is available at two locations seven daysaweek. New account and variousteller servicesare
availablefrom 7:00 am. until 10:00 p.m. Thebank hasa24 hour toll-free tel ephone number that allows
customers to obtain deposit account information and apply for loans by telephone. FHNB also accepts
new account applications, loan applications, and customer service requests over the Internet at
www.fhnb.com. These servicesareavailableworldwide. Thebank aso offersnumerous deposit products
directed to the lower-income customers. One cent will open any checking account the bank offers.



Thebank is100% owned by First Community Bancshares, Inc., atwo-bank holding company. Thebank
isaffiliated through common ownership with FNBT which had total assets of $260 million at September
30, 1999. FNBT hassevera branchesand numerous ATMslocated in FHNB' s assessment areaand has
an agreement to provide certain banking servicesto FHNB'’ s customers.

DESCRIPTION OF ASSESSMENT AREA

Thebank’ sassessment areaincludesaportion of the Killeen-Temple Metropolitan Statistical Area. The
bank’ s assessment area pecificaly includesthe Fort Hood Army Post and the adjacent cities of Copperas
Cove, Harker Heights, Killeen, and Nolanville. Fort Hood isthelargest United States military ingtalation.
Datafrom the Fort Hood Public Affairs Office indicates that there are 41 thousand assigned military
personnel. Family members and civilian personnel employed at the base approximate an additional 29
thousand. On-post population is approximately 70 thousand. There are an additiona 221 thousand
persons off-post related to the military and 33 thousand retireeswho live in the surrounding communities.
Fort Hood isthe singlelargest employer in the state of Texas. The post providesatotal economicimpact
to the areaof $3.7 billion. The combined population of the citiesof Copperas Cove, Harker Heights,
Killeen, and Nolanville approximates 149 thousand.

The assessment areaiincludes 27 censustracts, 15 of which are middle-income. Six upper-income census
tracts are located in the southeastern Killeen and Harker Heights areas. Five moderate-income areas
include Fort Hood and contiguous censustracts. The only low-income censustract in the assessment area
islocated in downtown Killeen, a predominantly commercial area. Statisticsfrom the Department of
Housing and Urban Devel opment indicate that the ared’ s updated 1999 median family income is $39,000.

Management hasidentified small consumer loans as the primary credit need for their target market.
Contacts with two military officialsindicate there are no unmet credit needsin the community. Both
contacts did express a concern about access to cash and the fees associated with ATMs and check-
cashing programs.

CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA:

FHNB'’ slending performanceisadequatein rel ationshi p to thelending opportunitiesavailablewithinthe
assesament area. Thebank offerscredit throughout its entire assessment area; however, dueto thelocation
of itsoffices, themgority of thebank’ scustomersinclude current and former Fort Hood military personnd,
aswdll asciviliansworking on post. Inorder to more actively participatein those areas off-base, FHNB
has purchased interestsinlocal commercid red estateloansfromitsaffiliate FNBT. FHNB’SLTD ratio
averaged 13.1% on aquarterly basisfor the three year period ending June 30, 1999. TheLTD ratio was
32.1% as of September 30, 1999. Thissignificant increaseisthe result of FHNB purchasing loan
participation from its affiliate FNBT. The mgority of theseloans are to small businesseslocated in the
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bank’ s assessment area.

FHNB’saverage LTD ratio of 13.1% wasin line with two of four banks identified as having military
personnd astheir primary customer, but was below the average LTD ratio of 27.5% for these banks. A
negative impact on the bank’sLTD ratio isthe volume of military payroll deposited on amonthly basis
which averages $22 million or 23.2% of core deposits. Alsoimpacting FHNB’sLTD ratio isthe number
of small loans originated by the bank. The LTD ratio does not reflect the bank’ strue lending volume.
From January 1998 through September 1999, the bank approved 18,742 loans with an average loan
amount of $671. FHNB approves many small loansthroughits“Hash Cash” and “ Fresh Start” programs.
The“Hash Cash” loan program alows aborrower to obtain credit without an established credit history.
The minimum loan amount availableis$50. The*“Fresh Start” loan program alows borrowersto pay
overdrafts from checking accounts on an installment basis.

FHNB receivesvery few residential homeloan applications since the military provideshousing or housing
allowances to the soldiers and the average tour of duty at the post is only three years. Home loan
applications are referred to First Community Mortgage Company, a subsidiary of FNBT in Killeen.
Additionally, thebank receivesvery few commercid |oan applications. Management statesthat soldiers
are discouraged from starting outside businesses because of their required mobility.

Borrower Distribution

Theloan distribution by borrower reflectsagood penetration among individuasof differentincomelevels,
particularly low- and moderate-incomeindividuas. From January 1998 through September 1999, the bank
made 91% of dl itsconsumer loansto low- and moderate-income borrowers. Thisisconsstent with the
demographicsof FHNB’ sprimary customer base, enlisted personnel who traditiondly fal inthelow- to
moderate-income popul ation.

In/Out Ratio and Geographic Distribution

Given the nature of the assessment area, the geographic distribution of loans reflects a reasonable
dispersion throughout the entire assessment area. Interna bank-prepared reportsindicatethat 91% of the
number of loans originated since January 1998 were within its assessment area. Internal reports also
indicate that FHNB funded 67% of consumer loans since January 1998 to borrowersin low- (1%) to
moderate-income (66%) census tracts. Again, thisis consistent with the demographics given that a
significant number of enlisted personnel live on post, a moderate-income area.

Complaints

During this evaluation period, FHNB has not received any consumer complaints regarding its CRA



performance. Further, based onthefair lending portion of the examination, no violations of the substantive
provisions of antidiscrimination laws and regulations were identified.



