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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federd financid supervisory agency to use its
autharity when examining financid inditutions subject to its supervision, to assess the ingtitution's record of
meeting the credit needs of its entire community, including low- and moderate-income neighborhoods,
consgtent with the safe and sound operation of the ingtitution. Upon conclusion of such examination, the
agency must prepare a written evauation of the inditution's record of meeting the credit needs of its
community.

Thisdocument is an evauation of the CRA performance of American Bank, N.A. (AB), Waco Texas,
as prepared by the Office of the Comptroller of the Currency (OCC), the indtitution's supervisory
apay, asdf September 13, 1999. The OCC rates the CRA performance of an ingtitution consistent with
the provisons st forth in Appendix A to 12 CFR Part 25.

INSTITUTION'S CRA RATING: Thisinditution israted “ Satisfactory.”

C AB'sledng performance is satisfactory given its size, financia condition, and known credit needs
in its assessment area.

C The loan-to-depodt (LTD) ratio is satisfactory and averaged 58% since our last examination.
C A substantia mgjority of AB’s loans are within its assessment area.

C AB has demondrated a satisfactory willingness to extend loans to individuds of varying incomes
and smal businesses of different Szes

C Thegaoggohicddribution of loans is reasonable and cond stent with the demographic compostion
of the assessment area.

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

The following pages further describe AB’s CRA performance.



DESCRIPTION OF INSTITUTION

AB is a 166 million (MM) indtitution headquartered in Waco, Texas, gpproximately 100 miles north of
Audtin, Texas. Thisbank isasubsdiary of and 100% owned by American Nationa Bancshares, Inc., a
one-bank holding company (HC) located in Waco. Totd assets of the HC as of June 30, 1999, were
13,145 thousand (M). In addition to the main office, the bank has one additiona full-service bank office
aswell asfour automated teller machines (ATMS) located in its assessment area.

The inditution’s principa focus is to promote economic development in its assessment area through its
lending programs and community involvement. AB’s primary lending products include commercia and
resdentia red estate, smal business, and consumer loans. Tota loans as of

June 30, 1999, comprise 55% of total assets. The following reflects a detailed breakdown of AB’sloan
portfolio as of June 30, 1999.
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Bank lobby services are provided Monday through Friday a each office. Drive-through services are
provided Monday through Saturday at both offices.  AB faces competition from area banks, savings and
loars, credit unions, and investment brokerage firms. Based on its financia condition, the local economy,



product offerings, competition, and prior performance, AB has the ability to meet the various credit needs
in its community. AB aso has a 24-hour telephone audio response system (TeleBank) which dlows
customers to obtain account balance information, review account transactions, or transfer funds. At the
last CRA examination on April 30, 1996, the bank’s CRA rating was “SATISFACTORY.” No legal
impediments or other factors hinder the bank’ s ability to provide credit in its assessment area.

DESCRIPTION OF ASSESSMENT AREA

AB’s assessment area includes dl of McLennan County which is located in the Waco Metropolitan
Statistical Area (MSA) and a number of smdler communities. This area meets the requirements of the
regulaion and does not arbitrarily exclude low- and moderate-income (LMI) geographies. Based on 1990
U.S. Census data, this area has a population of 189M. The assessment areaincludes four low-income
tracts, 11 moderate-income tracts, 23 middle-income tracts, and 14 upper-income tracts. According to
the 1990 houang dataas provided in the census, there are 79M housing units in the bank’ s assessment area
of which 53%are owner-occupied, 36% are renter-occupied, and 11% are vacant. The median year built
for housing was 1965, with amedian vaue of 50M.

Approximately 21% of the familiesin the assessment area are considered low-income.

M oderate-income families approximate 17% of the population, while middle- and upper-income families
comprise the remaining 62%. Approximately 21% of households are below the poverty level. Thelocd
economy is conddered very good with an unemployment rate of approximately 4%. The largest Sngle
industry in Waco is higher education with Baylor Univergty, Texas State Technicd College, ad
McClennan Community College. Other mgor employers include the hedth care industry, loca
government, hospitd, light manufacturing, and distribution centers. Examples of other mgjor employers
indude Raytheon Technologies, Hillcrest Baptist Medica Center, Plantation Foods, Providence Hedlth
Sydams andthe Waco Independent School Didtrict. Income data from the 1990 census reveded that the
weaghtedkaverage median family income for thisareais 30M. Updated 1999 information indicates thet the
weighted-average median family income has increased to 43M.

In order to gather more current information on the nature of the community and potentia lending
opportunitiesin the assessment area, we contacted two community leaders during this examination. One
oontect wasamamber of the Greater Waco Chamber of Commerce. The second contact was the Director
of Housng and Community Development for the City of Waco. One contact mentioned that affordable
housnglcensfar LM families were needed in the Waco area. One contact further stated that AB is active
in the community and responsive to the credit needsin its assessment area.

CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA

Maregament is performing satisfactorily in meeting the credit needs of the assessment area, including LMI
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individuals and areas, consstent with its resources and capabilities.

L oan-to-Deposit Ratio

AB’sLTD rdio is satisfactory, given its asset Sze, financid condition, and lending opportunities in the
asesmataen. Sincethe last CRA examination, the LTD ratio has steadily increased from 50% on June
30, 1996, to 60% on December 31, 1998. The average LTD ratio over the past 13 quarters was 58%,
whichisupframanaverage 46% during the previous examination. This performance is line with competing
banks headquartered in McLennan County which aso averaged 58% during this same period.

The bank has a separate mortgage department which originates conventiond, Fair Housing Act (FHA),
andVeaaasAdminigration (VA) mortgage loans, which are sold to permanent investors in the secondary
market at time of funding.

Snoe April 1996, loans sold to permanent investors totaled 485M for the remainder of 1996, 7,240M in
1997,12,628M in 1998, and 9,075M year-to-date 1999. Had these loans been recorded on the bank’s
books, the LTD ratio would have been higher.

AB isinvolved in the 1999 Heart of Texas Housing Finance loan program which assgsin providing low
inerest loans and down payment assstance to LMI home buyers. AB has made six loans totaing 318M
under this program.

Lending in the Assessment Area

A subgantid mgaity of the bank’ s loans are within its assessment area. Using Home Mortgage Disclosure
Act (HMDA) information since the last examination and interna reports provided by management, we
performed an andysis of lending patterns within the assessment area. Our analys's determined that 94%
of the number and 95% of the dollar amount of mortgage-related |oans were made within the bank’s
asssment area. Management’ s andlysis dso determined that 91% of the number and 89% of the dollar
amount of al mortgage, consumer, and commercia loans originated since May 1996, were within the
bank’ s assessment area.

Lending to Borrowers of Different Incomes and Businesses of Different Sizes
Theloenportfolio reflects a satisfactory distribution of mortgage and consumer [oans among individuas of
vaious income levels and a satisfactory dispersion to businesses of different Szes. In order to assessthis

bank’ s performance in this criteria, we used HMDA information relaive to mortgage loan products
originated since the last examination, and a sample of consumer and business loans originated during the
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sarepaiod. Our andysisindicates that AB lends to gpplicants, regardiess of their income category. Our
initid analyss of HMDA information, however, determined that the volume of mortgage loansto low-
income borrowers was below area demographics. Based on 1990 census data, low-income families
represart 22% of the assessment area. Our andlysis indicates that only 5% of mortgage loans were made
toloaHnoomefamilies. According to management, LMI families tend to apply for fixed rate loans on terms
which are outsde the bank’s loan policy guiddines. Attempts are made by management, however, to
qudify these borrowers through the secondary mortgage market which provides longer-term, fixed rate
products. Our review of secondary market mortgage loans originated in 1999 reveded that a number of
these were made to LMI borrowers. As mentioned previoudy, AB is involved in the Heart of Texas
Housng Finance loan program in an effort to meet affordable housing demands to LMI borrowers in their
asx3mat area. Thetable ligted below summarizes our andysis of lending activity in the assessment area
by different incomes levels.

L oans to Borrowers of Different Income L evels

L ow- M oder ate- Middle- Income Upper-
Income Income Families Income
Families Families Families Total

Area
Demographics 21.72% 17.18% 21.88% 39.22% 100.00%

# of Families 10,513 8,315 10,590 18,981 48,399

% % % % %

Mortgage/Home
Improvement/
Refinanced Loan
Distribution

Consumer Loan
Distribution

Combined Loan
Distribution

AB originates a stisfactory number of commercid red estate and commerciad and indudtrid loans, a
number of which have been to “smal businesses’ with revenuesless than IMM. Management continues
tofoaus on providing loans that will enhance the local economy. The following chart reflects the results of
our adysis of asample of commercid red estate and commercid and indudtria loans originated since the
last examination.



L oans to Small Businesses

$101M - $251M -
Revenue Ranges < $100M $250M $500M

# % # % # % # %
Commercal RE

Commercial and
Industrial 0 0% 3 14% 4 18% 8 34% 8 34%

Geographic Digribution of L oans

The geographic digtribution of AB’sloans is reasonable given the demographics of the assessment area.
Ou andlysisincluded dl mortgege-related |oans and a sample of consumer loans originated since the last
examination.

Our initid andysis appeared to indicate that the geographic distribution of mortgage loansin LMI census
tracts did not reflect the make-up of the bank’s assessment area.  Of the 52 census tracts that are
applicable to AB’s assessment area, four tracts or 8% are considered low-income. Our loan sample
revealed that only 3% of mortgage |oans were made within low-income census tracts. However, limited
lending gppartunitiesand physical restrictions of these areas contribute to the low number of mortgage loans
within these areas. Of the four low-income census tracts, two are located in commercid business areas
withfew family residences. A third tract is located adjacent to Baylor University which congsts mostly of
gudent housing. The fourth low-income tract and severd moderate-income tracts are located in areas
which are more assessable to other banks and credit unions who have offices located in these specific
aress.

The following chart reflects the results of our sample of the geographic digtribution of mortgage and
consumer loans originated within the bank’ s assessment area since the last examination.



Geogr aphic Distribution of L oans By Census Tracts

Low- M oder ate- Middle- Upper-
IncomeAreas | IncomeAreas | IncomeAreas | IncomeAreas

Area Demographic
Characteristics

Number of Census
Tracts

Mortgage Purchases
Refinance
Home Improvement

Consumer

Combined Total

Response to Complaints

No complaints relating to CRA performance have been received by AB.

Compliance with Fair Lending Laws and Regulations

A fair lending examination was conducted as part of a compliance examination of AB. Our review of
consumer vehicle loans determined that the bank is in compliance with the substantive provisons of the
antidiscrimination laws and regulations. No fair lending violations were identified.



