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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 assess the
ingtitution’ 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
institution’ s record of meeting the credit needs of its community.

This document is an evaluation of the CRA performance of First National Bank, Ames, | owa
prepared by the Office of the Comptroller of the Currency (OCC), the ingtitution’s supervisory
agency, as of April 3, 2000. The agency evaluates performance in assessment area(s), as they
are delineated by the ingtitution, rather than individual branches. This assessment area
evaluation may include visits to some, but not necessarily all of the institution’ s branches. The
agency rates the CRA performance of an institution consistent with the provisions set forth in
Appendix A to 12 CFR Part 25.
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Definitions and Common Abbreviations

The following terms and abbreviations are used throughout this Performance Evaduation. The definitions
are intended to provide the reader with a genera understanding of the terms, not a dtrict legd definition.

Affiliate - Any company that contrals, is controlled by, or is under common control with another
company. A company isunder common control with another company if both companies are directly
or indirectly controlled by the same company. A bank subsidiary is controlled by the bank and is,
therefore, an ffiliate.

Block Numbering Area (BNA) - Satigtica subdivisons of counties in which census tracts have not
been egtablished. BNAS have been established by the United States Census Bureau in conjunction with
state agencies.

CensusTract (CT) - Smal, localy defined gatistical areas within metropolitan Satigtica aress. These
aress are determined by the United States Census Bureau in an attempt to group homogenous
populations. A CT has defined boundaries per ten-year census and an average population of 4,000.

Community Development (CD) - Affordable housing for low- or moderate-income individuds,
community services targeted to low- or moderate-income individuass; activities that promote economic
development by financing businesses or farms that meet the Sze digibility sandards of the Smdll
Business Adminigtration's Development Company or Small Business Investment Company programs
(13 CFR 121.301) or have gross annud revenues of $1 million or less; or, activities thet revitalize or
Stabilize low- or moderate-income geographies.

Community Reinvestment Act (CRA) - The statute that requires the OCC to evaluate abank’s
record of meeting the credit needs of itsloca community, consstent with the safe and sound operation
of the bank, and to take this record into account when evaluating certain corporate applications filed by
the bank.

Full-Scope Review - Performance under the Lending, Investment, and Service Testsis andyzed
consdering fully understood performance context, quantitative factors (e.g., geographic distribution,
borrower distribution, total number and dollar amount of investments, branch distribution) and
qualitative factors (e.g., innovation, complexity).

Geography - A censustract or ablock numbering area ddineated by the United States Bureau of the
Censusin the most recent decennid census.
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Home Mortgage Disclosure Act (HM DA) - The Statute that requires certain mortgage lenders that
do business or have banking offices in ametropolitan satistical areato file annua summary reports of
their mortgage lending activity. The reports include such data as the race, gender, and the income of
gpplicants, the amount of loan requested, and the disposition of the gpplication (e.g., approved, denied,
withdrawn).

Home Mortgage L oans - Such loans include home purchase and home improvement loans, as
defined in the HMDA regulaion. This definition aso indudes multifamily (five or more families) dwelling
loans, loans for the purchase of manufactured homes, and refinancings of home improvement and home
purchase loans.

L imited-Scope Review - Performance under the Lending, Investment, and Service Tedts is analyzed
using only quantitative factors (e.g., geographic distribution, borrower digtribution, total number and
dollar amount of investments, branch distribution, branch openings and closings).

L ow-Income - Income levels that are less than 50% of the median family income.

Median Family Income (MFI) - The median income determined by the United States Census Bureau
every ten years and used to determine the income level category of geographies. Also, the median
income determined by the Department of Housing and Urban Development annualy thet is used to
determine theincome level category of individuas. For any given area, the median isthe point a which
haf of the families have income above it and haf below it.

Metropolitan Statistical Area (M SA) - Areadefined by the Director of the United States Office of
Management and Budget. MSAs condst of one or more counties, including large population centers
and nearby communities, that have a high degree of interaction.

Middle-Income - Income levels that are at least 80% and less than 120% of the MFI.

M oder ate-lncome - Income levd s that are at least 50% and less than 80% of the MFI.

Small L oansto Businesses- Loanswith origina amounts of $1 million or lessthat are: (1) secured by
nonfarm nonresidentia properties; or (2) commercid and industria loansto U.S. addresses.

Small Loansto Farms - Loans with origina amounts of $500 thousand or less that are: (1) secured by
farmland; or (2) to finance agricultura production and other loans to farmers.

Tier 1 Capital - Thetotal of common shareholders equity, perpetud preferred shareholders equity
with noncumulative dividends, retained earnings, and minority interests in the equity accounts of
consolidated subsidiaries.

Upper-Income - Income levelsthat are 120% or more of the MFI.
5
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Overall CRA Rating
Ingtitution’s CRA Rating: Thisinditution israted “ Satisfactory.”

The following table indicates the performance levd of First National Bank, Ames, lowa (FNB) with
respect to the Lending, Investment, and Service Tedts:

Firs Nationd Bank, Ames, lowa

Performance Tests
PerformanceLevels Lending Test* Investment Test Service Test
Outstanding
High Satisfactory X X
Low Satisfactory X
Needsto Improve
Substantial Noncompliance

* The Lending Test is weighted more heavily than the Investment and Service Tests when arriving at an overall rating.
The main factors that support this rating include:

FNB’s lending levelsreflect a good responsiveness to community credit needs. The bank ranked
number one and reported the largest number and dollar volume of smdl loansto businesses and
farmsin the Ames assessment area (AA). In addition, FNB’s market share of the dollar volume of
small loans to businesses (53%) exceeded the bank’ s dollar volume deposit market share (44%) in
the AA.

FNB’s overdl record of lending to borrowers with different incomesis good. The bank achieved
an excdlent penetration of lending to moderate-income borrowers for home purchase and home
mortgege refinance loans. In addition, FNB has a good distribution of home improvement loansto
borrowers of different income levels and an adequate distribution of lending to businesses and farms
of different Szes

FNB provided an adequate level of quaified community development (CD) investments,
considering AA CD needs and opportunities, and the bank’ s capacity to help address these needs.

FNB’s ddivery sysems are accessible to individuas of different income levelsinthe AA. In
addition, the bank provided areatively high level of CD services during the evauation period.
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Description of the Institution

Firgt Nationa Bank, Ames, lowa (FNB) isa$343 million financid ingtitution headquartered in Ames,
lowa FNB isasubsdiary of AmesNationa Corporation (ANC), a $606 million bank holding
company headquartered in Ames, lowa. ANC operates 4 banks with 11 officesin central lowa. FNB
operates the main bank, 3 branches, and 22 automated teller machines (ATMs). All of FNB'’s offices
and ATMs are located in the bank’s AA, which congsts of 14 block numbering areas (BNAS) in Story
County, lowa. FNB did not conduct any merger or acquisition activity during the CRA evaluation

period.

FNB isafull-service bank offering awide range of loan and deposit products, as well as other services.
There are no known legd or financia impediments that hinder the bank’ s ability to help meet the credit
needs of its AA. FNB primarily focuses on commercia lending, but dso emphasizes residentia redl
edtate loans. As of December 31, 1999, the bank’ s loan portfolio by dollar volume consisted of: 53%
commercid and commercid red estate loans, 37% residentid red estate loans, including multi-family;
5% consumer loans; 3% agricultura and agricultural red estate loans, and 2% other loans. FNB's net
loans represented 61% of deposits and 50% of total assets. In addition, the bank had Tier 1 capita of
$31.5 million and 1999 net income of $5.7 million. FNB sdlls a significant portion of its home purchase
and home mortgage refinance loans on the secondary market. From January 1, 1997 through
December 31, 1999, the bank originated and sold 169 residentia mortgage loans totaing $17.4 million.
Although these loans are not reflected in the above |oan portfolio retios, the number and dollar volume
that were originated in the AA are included in the mortgage |oan totals in the tables in Appendix C.

FNB recelved a“ Satisfactory” rating during the previous CRA examination, dated
March 6, 1997.
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Scope of the Evaluation
Evaluation Period/Products Evaluated

We evduated FNB’s CRA performance using the FFIEC Interagency Large Bank CRA Examination
Procedures, pursuant to the revised CRA regulation. The evauation included andyses of the bank’s
lending, investment, and service activities. Our lending eva uation included home mortgage loans, small
loansto businesses, smdl loans to farms, and community development loans. However, we weighted
the bank’ s performance in making smd| |oans to businesses and home mortgage loans more heavily due
to the greater number and dollar volume of these types of credits during the evaluation period. In
addition, community contacts identified residentia red estate lending as the primary credit need in the
AA and smdl business lending as a secondary credit need.

We reviewed data for small |oans to businesses and farms collected by the bank from
January 1, 1997 through December 31, 1999.

We sampled 20 home purchase, 20 home improvement, and 20 home mortgage refinance loans
originated by the bank during this period. We analyzed the bank’ s resdential redl estate borrower
and geographic digtributions from these samples. We were unable to anayze the entire population
of home mortgage loans since the bank is not a reporter under the Home Mortgage Disclosure Act
(HMDA).

We compared FNB to other lendersin the bank’s AA by reviewing 1998 market share loan data
for samall loans to busnesses and farms. We were unable to perform market comparisons for
mortgage loans since the bank is not aHMDA reporter.

We used demographic data from the 1990 U.S. Census to compare the bank’ s lending
performance to the potential opportunitiesin its AA. Refer to the Market Profile in Appendix B for
details on demographic data.

We anadyzed FNB’s community development lending, investment, and service activities from March
6, 1997 through April 3, 2000. We considered the number and types of qudified investments and
CD loans, branch locations and accessibility, dternative service ddivery systems, and community
development services.

We used deposit information, annually reported to the Federal Deposit Insurance Corporation, to
determine FNB'’s deposit market share and market presence relative to other financia ingtitutionsin
itsAA. The most recent depost information available was as of June 30, 1999.
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Data Integrity

Loan data used during this evauation for smal loans to businesses and farms for 1997, 1998, and 1999
isaccurate. In July 1999, we sampled smal loans to businesses and farms reported for 1998 and
identified sgnificant data reporting errors. These errors so impacted the 1997 data, Snce the same
data collection and reporting processes were in place. FNB corrected reporting errorsin the 1997 and
1998 data and ensured the 1999 data was collected and reported correctly. We performed afollow-up
data integrity examination during January 2000 and found the adjusted data for 1997 and 1998
accurate. We did not test the accuracy of 1999 data for smdl loans to businesses and farms since it
was not yet available during the follow-up data integrity examination. In addition, FNB used modified
data collection and reporting methods for the 1999 data that were established while correcting the 1997
and 1998 data.

Since the bank was not aHMDA reporter during the CRA evauation period, it was not necessary to
test mortgage data. Mortgage loan borrower and geographic distribution analyses were conducted
using actud data gathered by examiners from the mortgage files sampled from 1997, 1998, and 1999.

Selection of Areasfor Full-Scope Review

FNB has only one AA; therefore, we performed a full-scope review of this area.

Ratings

FNB’s CRA rating is based on the bank’ s lending, investment, and service activitiesin the Ames AA.
Community Contacts

We performed two community contacts during this CRA evauation and reviewed the only community
contact completed in the Ames AA since April 1996, the date of the most recent Ames community
contact. These contacts included two economic development entities and one affordable housing
organization.

Community contacts unanimoudy identified a lack of affordable housing as the primary CD need in the
Ames AA. One contact o identified a need for smal business venture capita loans. A housing study
conducted in 1998 reveded severe shortages in affordable housing that will require the efforts of both
private and government organizations to help address the Stuation. The study reveals opportunities for
the development of government assisted affordable housing projects and consortium lending
possihilities. Refer to the Market Profile in Appendix B for additiond information regarding AA CD
needs and opportunities.
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Fair Lending Review

We did not identify any subgtantive violations of anti-discrimination laws. Our fair lending review
conssted of comparing denied individua femae applicants to gpproved individuad mae applicants for
automobile purchase loan applications received from December 1, 1998 through July 19, 1999, the
date of the fair lending examination. Our review included dl sx denied individua femae gpplicants and
al thirty-one gpproved individua mae gpplicants from the analysis period. We did not identify any
evidence of differential trestment in underwriting on the basis of gender in the gpplications reviewed.

10
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Conclusionswith Respect to Performance Tests

LENDING TEST

FNB'’s performance under the Lending Test israted “High Satisfactory.”

Lending Activity

Refer to Table 1 in Appendix C for facts and data used to evauate the bank’ s lending activity.

FNB’slending levelsreflect a good responsivenessto AA credit needs. FNB ranked number one and
reported the largest number and dollar volume of smdl loans to businesses in the Ames AA during

1998, the most recent year for which aggregate datais available. FNB reported 38% of the number
and 53% of the dollar volume of small loansto businessesin the Ames AA during 1998. This compares
favorably with the bank’ s number one rank in deposit market share in Ames of 44% of the dollar
volume. Even though the bank does not emphasize agriculturd lending, FNB aso ranked number one
and reported the largest number and dollar volume of smdl loansto farmsin the Ames AA. The bank
reported 40% of the number and 27% of the dollar volume of smdl loans to farms during 1998. No
market share information is available for mortgage loans since the bank is not aHMDA reporter.

Distribution of Loans by Income L evel of the Geography

An andysis of the digtribution of loans by income leve of the geography is not meaningful sncedl
ggnificant BNAsin the AA are middle- or upper-income. The AA includes only one low-income BNA
and no moderate-income BNAs. The low-income BNA is occupied dmost exclusively by student
rental housing for lowa State Univergity. There are no owner-occupied housing units in the low-income
BNA. In addition, there are only nine businesses (0.46% of the number of businessesin the AA) and
two farms (1.21% of the number of farmsin the AA) located in the low-income BNA.

Lending Gap Analysis
There were no unexplained conspicuous gaps in the bank’s small loans to businesses, smdl loansto
farms, home purchase |oans, home improvement loans, or home mortgage refinance loans. We plotted

these loans separatdy on maps to determine if any significant gaps in lending were present during the
evauation period.

11
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| nside/Outside Ratio

A substantial mgority of the number of small loans to businesses, home mortgage loans, and CD loans
originated and purchased by the bank during the evaluation period were within the AA. An adequate
percentage of the number of smdl loans to farms were originated and purchased within the AA. FNB
originated or purchased 86% of al loans reviewed for CRA inthe AA. More specificaly, 93% of small
loans to businesses, 82% of home mortgage loans, 56% of smdl loansto farms, and 100% of CD loans
werewithin the AA.

Distribution of Loans by Income Level of the Borrower

FNB’srecord of lending to borrowers of different income levels reflects an overall excdlent distribution
for home mortgage loans, and an adequate distribution for small loans to businesses and farms.

We factored in the difficulties the bank facesin making home mortgage loans to low-income borrowers
due to the high cost of housing in Ames when evauating FNB'’s performance. Informeation from the
Ames Chamber of Commerce revedls, that as of 1999, housing costsin Ames were approximeately
114% of the nationd average, with atypicad home sdlling for gpproximately $125,000. This amount is
well over the levelsthat LMI individuas could afford to pay. We aso considered demographic data
that reveds 10% of low-income familiesin the AA are below the poverty level. These familieswould
have an especidly difficult time purchasing ahomein the AA. Refer to the Market Profile in Appendix
B for additiond information.

Home Mortgage Loans

Refer to Tables 7, 8, and 9 in Appendix C for facts and data used to evauate the borrower income
distribution of the bank’s home mortgage loan originations and purchases.

The bank’ s overdl borrower digtribution of home mortgage loansis excellent.

FNB’s home purchase loan borrower digtribution is excdllent. The percentage of the number of the
bank’ s home purchase loans to moderate-income borrowersis 1.5 times the percentage of moderate-
income familiesin the AA. The bank did not have any home purchase |oans to low-income borrowers,
but this is reasonable due to the high cost of housing in Ames and the family poverty leve, as discussed
above and in Appendix B.

FNB’s home improvement loan borrower distribution is good. The percentage of the number of the
bank’ s home improvement loans to moderate-income borrowers (10%) nearly matched the percentage
of moderate-income families (11%). The percentage of home improvement loans to low-income
borrowers (10%) is below the demographic (16%), but is reasonable considering the family poverty
level and high cost of housing in Ames.

12
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FNB’s home mortgage refinance loan borrower distribution is excellent. The percentage of the number
of the bank’s home mortgage refinance |oans to moderate-income borrowersis 2.3 times the
percentage of moderate-income familiesin the AA. The bank did not have any home mortgage
refinance loans to low-income borrowers, but this is reasonable due to the high cost of housing in Ames
and the family poverty level, as discussed above and in Appendix B.

Small Loans to Businesses

Refer to Table 10 of Appendix C for facts and data used to evauate the borrower income distribution
of the bank’ s originations and purchases of smal loans to businesses.

FNB’s record of lending to businesses with revenues of different Szesis adequate. FNB’s market
share of small loans to businesses with revenues of $1 million or less (57%) is larger than the bank’s
market share of small loansto al businesses (38%). In addition, 82% of FNB’s small loansto
businesses were originated in amounts of $100,000 or less. Also, the bank extended 42% of the
number of small loans to businesses with gross annua revenues of $1 million or less. Thisis beow the
percentage of businesses (64%) in the AA that report revenues of $1 million or less. Bank information
indicated that the lower ratio was largely caused by past lending philosophies a FNB that generdly
required individua credit facilities rather than lines of credit. FNB management fed s that larger
businesses generdly borrow more often than smaler businesses; therefore, the bank has a higher
number of loansto larger businesses. Thus, the percentage of the number of loans to businesses with
revenues of $1 million or lessis smaler than it would beif the bank used lines of credit as opposed to
individud loansfor large businesses.

Small Loansto Farms

Refer to Table 11 in Appendix C for facts and data used to evduate the borrower income distribution
of the bank’ s originations and purchases of small loansto farms.

FNB’s record of lending to farms with revenues of different Szesis adequate. FNB’s market share of
small loansto farms with revenues of $1 million or less (52%) exceeded the bank’ s market share of
amdl loansto al farms (40%). In addition, 92% of FNB’s smal loans to farms were originated in
amounts of $100,000 or less. Also, the bank extended 43% of the number of small loansto farmsto
borrowers with gross annud revenues of $1 million or less. This percentage iswell below the
percentage of farms (87%) in the AA that report revenues of $1 million or less. FNB management
provided reasonable explanations for this variance. The bank did not collect revenue information for
57% of smdl loansto farms. FNB management indicated the bank only has approximately 15 farm
borrowers, of which, virtudly al are estimated to have gross annua revenues of $1 million or less. FNB
has very few farm borrowers since ANC has other banks in the surrounding area that primarily originate
agricultura loans.

13
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Community Development Lending
Refer to Table 1 in Appendix C for facts and data used to eva uate the bank’ s level of CD lending.

FNB'’s record of originating CD loans had a positive impact on the Lending Test conclusons. The bank
made two CD loans totaling $395,000 during the evauation period. One of the loans was for the
expangon of amobile home park that is primarily occupied by LMI tenants. This loan was respongve
to the CD needs of the AA since Ames has a severe shortage of affordable housing. The other loan
was for the congruction of anew facility for acommunity service organization in Ames thet primarily
serves LMI individuds.

Product Innovation and Flexibility

Product innovation and flexibility had a neutra impact on the Lending Test conclusons. FNB offers
home mortgages that alow applicants to borrow up to 90% of the vaue of the home without private
mortgage insurance. The bank did not have data regarding the number and dollar amount of these loans
originated during the evauation period that benefited LMI individuals. However, any loans originated
under this program are reflected in the Tablesin Appendix C.

INVESTMENT TEST
The bank’ s performance under the Investment Test israted “Low Satisfactory.”

Refer to Table 12 in Appendix C for facts and data used to evauate the bank’s level of qudified
investments.

Qudified CD investments can bein ather the form of grants or invesment securities. During the
evauation period, FNB made qudlified donations to nine community development organizations totaing
$114,359. The bank did not purchase any qudified investment securities. However, no qudified
investment securities were identified in the AA during the evauation period. The volume of qudified
invesmentsis adequate, given the moderate level of CD needs and the low level of CD opportunitiesin
the AA. Affordable housing was the most pressing CD need identified by community contacts. FNB
meade donations to one entity totaling $2,600 that hel ped address affordable housing needs. Refer to
the Market Profile in Appendix B for additiona information regarding AA CD needs and opportunities.

14



Charter Number: 10408

Thefollowing isalist of community development donations provided by the bank. We do not consider
any of these donations innovative or complex.

$70,000 in donations to four organizations that promote economic development in the AA.
Approximatdy $19,000 of this amount went specificaly to two programs that provide forgivable
loans and working capital investments to start-up businesses, and for the expansion of exigting,
primarily smdl, busnesses. During the evaluation period, these two entities asssted in the expanson
of sx businesses, which is ultimately expected to create 496 additiona jobsin the AA. No
information was available regarding the projected income levels of these additiond jobs.

$41,000 in donations to four organizations that provide CD servicesto LMI individuasin the AA.

$3,000 donation to an organization that congtructs affordable housing for LMI individuas.

SERVICE TEST
The bank’ s performance under the Service Test israted “High Satisfactory.”
Retail Banking Services

Refer to Table 13 in Appendix C for facts and data used to evaluate the digtribution of the bank’s
branch delivery system, and branch openings and closings.

FNB's ddivery sysems are accessble to individuas of different income levelsinthe AA. An andyss
of the digtribution of the bank’s branches by geographic income is not meaningful since the AA includes
only one low-income BNA with limited branch placement opportunities, and no moderate-income
BNAs. However, the bank’ s branches are reasonably distributed throughout the AA. A map of
FNB’s offices reveded there are no significant gaps in branch locations that would negatively impact
LMI individudsin the AA. In addition, 96% of LMI familiesresdein either the BNAswhere FNB’s
branches are located or in adjoining BNAs. The bank opened one full-service branch since the last
CRA examination and did not close any branches. Refer to the Market Profile in Appendix B for
additiona information regarding the low-income BNA.

FNB offers reasonable services and business hours throughout the AA. The bank operates three full
service branches and one location that offers most magjor services except loans. All offices have
Saturday morning hours and convenient hours throughout the week. In addition, one branch offers
extended hours on Saturdays until 4 P.M. and Sunday hours from 12 P.M. to 4 P.M.

15
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FNB ds0 offers other ddivery systems, which should help the bank reach awide array of individuals
throughout the AA. The bank offers: Touch Tone Tdller, atelephone banking service; banking services
by mail; and 22 ATMs throughout the AA. The bank aso offers adirect deposit service. Most of
these delivery systems are available 24-hours aday, 7 days aweek without customer usage fees.
However, we did not place Sgnificant weight on dternative delivery systems since no data was available
regarding the impact these services have had on the bank’ s record of reaching LMI individudsin the
AA.

Community Development Services

FNB provided ardétively high level of CD services during the evaluation period. Bank personnd acted
in leedership capacities for economic development organizations, affordable housing entities, and other
groups that provide community servicesto LMI individuasin the AA.

Thefollowingisalig of the most Sgnificant CD services provided by the bank.

Bank employees served in leadership capacities for four entities that promote economic
development by providing or facilitating financing of primarily smal businesses. Bank employees
acted as presidents, chairpersons and treasurers; sat on investment and loan review committees; and
participated in area business promotion activities. Asaresult of these efforts, six businesses were
provided with working capital investments or forgivable loansto asss in their expangon efforts.
These expangons are expected to create 496 additiond jobsin the AA. No information was
available regarding the projected income levels of these additiona jobs.

A bank employee helped the Ames/Story County Partnership affordable housing program design
financing packages for LMI individuas. Program guideines ddlay the funding of any affordable
housing loans under this program in Ames until July 2000. Therefore, the only loans originated
under this program thus far were outside of the AA.

An FNB director attended meetings to assst the Ames/Story County Partnership in applying for a
Loca Housing Assistance Program (LHAP) grant. Asaresult of these efforts, the Ames/Story
County Partnership was awarded a $400,000 LHAP grant in December 1998. The grant will be
used to help fund aHousing Bank, which will facilitate the development of affordable housing
throughout Story County, lowa. As mentioned above, program guidelines delay the funding of any
affordable housing loans under this program in Ames until July 2000.

Bank employees acted in leadership capacities for two organizations that provide community

services primarily to LMI individuasin the AA. FNB employees sat on boards, acted as
treasurers, and provided vita fundraising assistance for these entities.

16
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Appendix A: Scope of Examination

Thefollowing table identifies the time period covered in this evauation, affiliate activities thet were
reviewed, and |oan products considered.

Time Period Reviewed

Lending Test (excluding CD Loans): 01/01/1997 to 12/31/1999
Investment and Service Tests and

CD Loans. 03/06/1997 to 04/03/2000

Financial Institution

Products Reviewed

Firgt Nationa Bank, Ames, lowa

Home Mortgage L oans,

Small L oansto Businesses,
Small Loansto Farms,
Community Development L oans

Affiliate(s)

Affiliate Relationship | ProductsReviewed

No affiliate products were reviewed.

NA NA

List of Assessment Areasand Type of Examination

Assessment Area

Typeof Exam Other Information

Ames

Full-Scope The assessment areaincludes BNAs 1.00

through 13.02 in Story County, lowa.

17
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Appendix B: Market Profilefor Area Receiving Full-Scope Review

Ames Assessment Area

Demographic Information for Full-Scope Area: Ames

Low Moderate | Middle | Upper NA*
Demographic Characteristics # % of # % of # % of # % of % of #
#

Geographies (Census Tracts/BNAS) 14 7% NA 29% 57% 7%
Popul ation by Geography 51,819 6% NA 23% 61% 10%
Owner-Occupied Housing by Geography 8,265 0% NA 17% 83% 0%
Businesses by Geography 1,953 0%** NA 31% 65% 4%
Farms by Geography 166 1% NA 12% 85% 2%
Family Distribution by Income Level 9,751 16% 11% 19% 54% 0%
DIStI-’IF)U'[IOI’] of Low- and Moderate.-l ncome 2576 3% NA 23% 43% 0%
Families throughout AA Geographies
Median Family Income — $29.303
HUD Adjusted Median Family Income for _ $42'100 Median Housing Value =$66,970
1999 Do Unemployment Rate (March 2000) =2.1%

=21%

Househol ds Below the Poverty Level

Sources: 1990 U.S. Census, 1999 HUD updated MFI, and lowa Workforce Development unemployment data.
*) The NA category consists of geographies that have not been assigned an income classification.
**) Nine businesses (0.46%) are located in the low-income geography.

The Ames AA iscomprised 14 BNAsin Story County, lowa Only one of the AA BNAs islow-income
and none are moderate-income. We congder the low-income BNA indgnificant to our CRA andysssince
it isoccupied amogt exclusvely by lowa State University student rental housing. There are no owner-
occupied housing unitsin this tract, and only nine businesses and two farms are located there. Therefore,
opportunities to make mortgage loans and small loans to businesses and farms are virtualy nonexistent.

All of FNB’s officesand ATMs are located in the Ames AA. In addition, 100% of the bank’ s deposits
aefromthisarea Competition among financid inditutionsis strong.  Eight other financid inditutions
operated 14 banking officesin Ames, lowaas of June 30, 1999. FNB had 44% of the dollar volume of
total depositsin Ames as of June 30, 1999. Primary competitors include Firstar Bank, N.A..; Brenton
Savings Bank, FSB; First American Bank; Commercid Federa Bank, a Federal Savings Bank; and Six
credit unions. The economy in the AA is strong with an unemployment rate of 2.1%. Mgor employersin
the areainclude: lowa State University, Mary Gredey Medicd Center, lowa Department of
Transportation, and Ames Community Schools.
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Charter Number: 10408

During the CRA evduation, examiners performed two community contacts and reviewed the only
community contact completed in the Ames AA since April 1996. These contacts included two economic
development entities and one affordable housing organization. Community contacts unanimoudy identified
alack of affordable housing as a primary need in the Ames AA. One contact dso identified smdl business
venture capitd loansasaneed inthe AA.

In 1998, The Ames/Story County Housing Needs Assessment Study (Study) was conducted. The Study
reveded savere shortages in affordable housing that will require the efforts of both private and government
organizations to help address the Stuation. The Study dso reveded opportunities for the development of
government assisted affordable housing projects and consortium lending possibilities. The Study defined
affordable homes, to address the housing needs of moderate-income individuals, in the price range of
$50,000 to $80,000, while in 1997 most homesin Ames sold in the range of $115,000 to $200,000. The
Study dso reveded that rents are high due to the extremely low vacancy rate of 2.77% in Ames. Thelow
vacancy rae results largely from the high demand for renta units from lowa State University sudents. The
Ames Chamber of Commerce estimates the average monthly rent in Ames a $625, which is not
considered affordable for the market. The Study considers rents a $500 or below affordable for Ames.
Also, recent sudies of nationd cost of living information reved the cost of housing in Amesis
goproximatdy 114% of the nationd average, which sgnificantly reduces LMI individuds ability to
purchase homesinthe AA.

Basad on the demographics of the AA and the identified affordable housing needs, unmet credit and
community development needs exist in Ames. However, only alow level of community resources and
opportunities for partnerships exit to facilitate activities to address the unmet credit and CD needs of the
AA. Although limited, some opportunities exist for partnerships with city and state operated affordable
housing programs. In addition, alending consortium to originate infrastructure loans and affordable
mortgages could be developed. Also, information available from the lowa Finance Authority reveded that
two statewide Single-Family Mortgage Revenue Bonds were issued during the evauation period, totaling
$70 million. One bond wasissued in August of 1997 and one was issued in March of 2000. These
affordable housing bonds were designed to provide a pool of money for the origination of mortgagesto
firg-time home buyers with incomes and home purchase amounts below certain thresholds. However, we
did not consider these bonds opportunitiesin FNB’s AA since they were not offered directly in Ames.
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Appendix C: Tables of Performance Data

Content of Standardized Tables

References to the “bank” include activities of any affiliates that the bank provided for consideration (refer
to Appendix A: Scope of the Examination). For purposes of reviewing the Lending Test tables, the
following are gpplicable: purchased loans are treated as originations, market rank is based on the number
of loans originated and purchased by the bank as compared to dl other lendersin the MSA/AA; and
market share is the number of loans originated and purchased by the bank as a percentage of the aggregate
number of reportable loans originated and purchased by dl lendersin the MSA/AA.

Thefollowing isalisting and brief description of the tables

Table 1.

Table 2.

Table 3.

Table4.

Tableb.

Table6.

Table7.

Lending Volume - Presents the number and dollar amount of reportable loans originated
and purchased by the bank over the evauation period by MSA/AA.

Geographic Distribution of Home Purchase L oans - Compares the percentage
digtribution of the number of loans originated and purchased by the bank in low-, moderate-
, middle-, and upper-income geographies to the percentage distribution of owner-occupied
housing units throughout those geographies. The table aso presents market rank and
market share information based on the most recent aggregate market data available.

Geographic Disgtribution of Home I mprovement Loans - See Table 2.
Geogr aphic Distribution of Home M ortgage Refinance L oans - See Table 2.

Geographic Distribution of Small L oansto Businesses - The percentage distribution of
the number of smdl loans (less than or equd to $1 million) to businesses originated and
purchased by the bank in low-, moderate-, middle-, and upper-income geographies
compared to the percentage distribution of businesses (regardless of revenue Sze)
throughout those geographies. The table aso presents market rank and market share
information based on the most recent aggregate market data available.

Geographic Distribution of Small Loansto Farms - The percentage distribution of the
number of small loans (less than or equal to $500,000) to farms originated and purchased by
the bank in low-, moderate-, middle-, and upper-income geographies compared to the
percentage digtribution of farms (regardless of revenue size) throughout those geographies.
The table also0 presents market rank and market share information based on the most recent
aggregate market data available.

Borrower Distribution of Home Purchase L oans - Compares the percentage distribution
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Table8.

Table9.

Table 10.

Table 11.

Table 12.

Table 13.

Charter Number: 10408

of the number of loans originated and purchased by the bank to low-, moderate-, middle-,
and upper-income borrowers to the percentage distribution of families by incomeleve in
each MSA/AA. The table aso presents market rank and market share information based on
the most recent aggregate market data available.

Borrower Digtribution of Home Improvement Loans - See Table 7.
Borrower Distribution of Home M ortgage Refinance Loans - See Table 7.

Borrower Distribution of Small L oans to Businesses - Compares the percentage
digribution of the number of smal loans (less than or equd to $1 million) originated and
purchased by the bank to businesses with revenues of $1 million or less to the percentage
digtribution of businesses with revenues of $1 million or less. The table dso presentsthe
percentage distribution of the number of loans originated and purchased by the bank by loan
Sze, regardless of the revenue size of the business. Market share information is presented
based on the most recent aggregate market data available.

Borrower Digribution of Small Loansto Farms - Compares the percentage distribution
of the number of small loans (Iess than or equal to $500,000) originated and purchased by
the bank to farms with revenues of $1 million or less to the percentage digtribution of farms
with revenues of $1 million or less. Thetable dso presents the percentage ditribution of the
number of loans originated and purchased by the bank by |oan size, regardless of the revenue
size of thefarm. Market share information is presented based on the most recent aggregate
market data available.

Qualified Investments - Presents the number and dollar amount of qudified investments
made by the bank in each MSA/AA. The table separately presents investments made during
prior evaluation periods that are dill outstanding and investments made during the current
evauation period. Prior period investments are reflected at their book vaue as of the end of
the evauation period. Current period investments are reflected a their origina investment
amount even if that amount is greater than the current book vaue of the investment. The
table aso presents the number and dollar amount of unfunded qudified investments
commitments. In order to be incuded, an unfunded commitment must be legaly binding, and
tracked and recorded by the bank’ s financia reporting system.

Distribution of Branch Delivery System and Branch Openings/Closings - Compares
the percentage distribution of the number of the bank’ s branches in low-, moderate-, middle-
, and upper-income geographies to the percentage of the population within each geography in
the MSA/AA. The table also presents data on branch openings and closingsin each
MSA/AA.
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Table1. Lending Volume

Charter Number: 10408

LENDING VOLUME State: IOWA
% of . Small Loans Small Loans Community
. Rate(oj Arca Home Mortgage* to Busin . to Earms** Development*** Total Reported Loans % of Rated
ssessment Area Deposits in Area Loans(#)
MSA/AA* # $(000'9) # $(000's) # $(000'9) # $(000'9) # $(000'9) in MSA/AA
Full-Scope:
Ames 100% 672 $46,600 930 $73,684 126 $4,502 2 $395 1,730 $125,181 100%
Limited-Scope:

Sources:FFIEC CRA Aggregate and Disclosure Data for 1997, 1998, and 1999 for small loans to businesses and small loans to farms; bank records for mortgage and CD |oans.

*) Deposit data as of June 30, 1999.

**) The evaluation period for Home Mortgage L oans, Small Loans to Businesses, and Small Loans to Farmsis January 1, 1997 to December 31, 1999.
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(***)  Theevaluation period for Community Development Loansis March 6, 1997 to April 3, 2000.
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Table 2. Geographic Digtribution of Home Pur chase L oans

Charter Number: 10408

Geographic Distribution: HOME PURCHASE State: IOWA  Evaluation Period: January 1, 1997 to December 31, 1999

Low-Income Moderate-Income Middle-Income Upper-Income Market Share by Geoaraoh Total Home

Geographies Geographies Geographies Geographies Overall Y Seograpny Purchase Loans
MSATA ent Area % Owi % OZO % BANK [ 9% Owi % O\ZfJ % BANK Market % of
b Owner ner ) o Owner ner o . 6 of

Rank
Occ Units BANK Occ Loans Occ Units BANK Occ Loans Overdll Low Mod Mid Upper # Total

Loans : Loans .
Units Units
Full-Scope:
MARKET SHARE INFORMATION ISNOT
Ames 0% % | NA NA 7% | 20% | 8% | 8% 20* 100%
AVAILABLE
Limited-Scope:

™)
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Datain this table was based on a sample of 20 home purchase loans. However, FNB originated or purchased 172 home purchase loans during the evaluation period.




Charter
Table 3. Geographic Distribution of Home Improvement L oans

Number: 10408

Geographic Distribution: HOME IMPROVEMENT  State: IOWA  Evauation Period: January 1, 1997 to December 31, 1999

Low-Income Moderate-Income Middle-Income Upper-Income Total Home Improvement
Geographies Geographies Geographies Geographies Overall Market Share by Geography Loans
MSA /Assessment Area % Ow % O\:{" 9% BANK | % ow % % Ow % Market % of
(1] ner ner (] (] ner (] ner Rank . (!
Occ Units ?_ANK Occ Loans Occ Units BANK Occ Units BANK an Overdll Low Mod Mid Upper # Tota
oans . Loans Loans
Units
Full-Scope:
MARKET SHARE INFORMATION ISNOT
Ames 0% 0% NA NA 17% 15% 83% 85% 20* 100%
AVAILABLE
Limited-Scope:
*) Datain this table was based on a sample of 20 home improvement loans. However, FNB originated or purchased 306 home improvement loans during the evaluation period.

25




26



Table 4. Geographic Distribution of Home M ortgage Refinance L oans

Charter Number: 10408

Geographic Distribution: HOME MORTGAGE REFINANCE

State: IOWA  Evauation Period: January 1, 1997 to December 31, 1999

Low-Income Moderate-Income Middle-Income Upper-Income Total Home Mortgage
Geographies Geographies Geographies Geographies Overall Market Share by Geography Refinance Loans
MSA /A ent Area % Owi % aff’ % BANK [ % Owl % o\:fJ % BANK Market % of
(1] ner ner (] (] ner ner (] Rank . 0 O
Occ Units BANK Occ Loans Occ Units BANK Occ Loans an Overdll Low Mod Mid Upper # Total
Loans . Loans !
Units Units
Full-Scope:
MARKET SHARE INFORMATION ISNOT
Ames 0% 0% NA NA 17% 20% 83% 80% 20* 100%
AVAILABLE
Limited-Scope:
*) Datain this table was based on asample of 20 home mortgage refinance loans. However, FNB originated or purchased 194 home mortgage refinance loans during the

evaluation period.
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Charter Number: 10408

Table5. Geographic Distribution of Small L oansto Businesses

Geographic Distribution: SMALL LOANSTO BUSINESSES State: IOWA  Evaluation Period: January 1, 1997 to December 31, 1999

Low-Income Moderate-Income Middle-Income Upper-Income Total Small
" ] ! Pper-inc Overal Market Share by Geography*** Loans to
Geographies* Geographies Geographies Geographies .
MSA /Assessment Area Market Busin

% of % % of % % of % % of % Rank % of

Businesses BANK Businesses BANK Businesses BANK Businesses BANK f Overdl Low Mod Mid Upper # ?
* % *% ** * % TOtaI

Loans Loans Loans Loans
Full-Scope:
Ames 0% 0% NA NA 31% 38% 65% 62% 1 38% 100% NA 3% 3% | 930 | 100%
Limited-Scope:

Only 0.46% of businesses are located in the low-income geography in the Ames AA. FNB made 0.22% of its small loans to businesses in the |ow-income geography.
Four percent of businesses are located in the Not Applicable geography (lowa State University Campus).
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(***)

Based on 1998 Aggregate Small Business Data only.
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Charter Number: 10408
Table 6. Geographic Digribution of Small Loansto Farms

Geographic Distribution: SMALL LOANSTO FARMS Statee IOWA  Evauation Period: January 1, 1997 to December 31, 1999

Low-Income Moderate-Income Middle-Income Upper-Income . Total Small
Geographies Geographies Geographies Geographies Overal Market Share by Geography* Loans to Farms
MSA I ent Area % of % % of % BANK % of % % of % BANK Market
(] (4 (4 (4 () (] Rank** :
Farms* BANK Farms* Loans Farms* BANK Farms* Loans Overdll Low Mod Mid Upper # % of Tota
Loans Loans
Full-Scope:
Ames 1% 0% NA NA 12% 23% 85% 7% 1 40% 0% NA 13% 58% 126 100%
Limited-Scope:
*) Two percent of farmsin the Ames AA are located in the Not Applicable geography (lowa State University Campus).

**) Based on 1998 Aggregate Small Farm Dataonly.
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Table7. Borrower Distribution of Home Purchase L oans

Charter Number: 10408

Borrower Distribution: HOME PURCHASE ~ State: IOWA  Evaluation Period: January 1, 1997 to December 31, 1999

Low-Income Moderate-Income Middle-Income Upper-Income Total Home
Borrowers Borrowers Borrowers Borrowers Overal Market Share by Borrower Income Purchase Loans
MSA /Assessment Area % of % % of % % of % % of % Market % of
00 BANK 00 BANK 00 BANK 00 BANK | Rank | overdl | Low Mod Mid Upper # 0
Families Families Families Families Total
Loans* Loans* Loans* Loans*
Full-Scope:
MARKET SHARE INFORMATION ISNOT
Ames 16% 0% 11% 17% 19% 17% 5% 66% 20%* 100%
AVAILABLE
Limited-Scope:
*) As apercentage of loans with borrower income information available. No income information was available for 10% of the 20 home purchase loans sampled.
(**)

Datain thistable was based on a sample of 20 home purchase loans. However, FNB originated or purchased 172 home purchase |oans during the eval uation period.
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Charter Number: 10408
Table 8. Borrower Digtribution of Home Improvement Loans

Borrower Digtribution: HOME IMPROVEMENT  State: IOWA  Evauation Period: January 1, 1997 to December 31, 1999

Low-Income Moderate-Income Middle-Income Upper-Income Market Share by Borrower Income Total Home
Borrowers Borrowers Borrowers Borrowers Overal Improvement Loans
MSA /Assessment Area % of % % of % % of % % of % Market % of
00 BANK 00 BANK 00 BANK 00 BANK | Rank | overdl | Low Mod Mid Upper # 0
Families Families Families Families Total
Loans* Loans* Loans* Loans*
Full-Scope:
MARKET SHARE INFORMATION ISNOT
Ames 16% 10% 11% 10% 19% 5% 54% 7% 20** 100%
AVAILABLE
Limited-Scope:
*) As a percentage of loans with borrower income information available. Income information was available for all 20 home improvement loans sampled.
**) Datain this table was based on a sample of 20 home improvement loans. However, FNB originated or purchased 306 home improvement |oans during the evaluation period.
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Charter Number: 10408
Table9. Borrower Digtribution of Home M ortgage Refinance L oans

Borrower Disgtribution: HOME MORTGAGE REFINANCE State: IOWA  Evduation Period: January 1, 1997 to December 31, 1999

Low-Income Moderate-Income Middle-Income Upper-Income Total Home Mortgage
Borrowers Borrowers Borrowers Borrowers Overal Market Share by Borrower Income Refinance Loans
MSA /Assessment Area % of % % of % % of % % of % Market
00 BANK 00 BANK 00 BANK 00 BANK | Rank | overdl | Low Mod Mid Upper # % of Totd
Families Families Families Families
Loans* Loans* Loans* Loans*
Full-Scope:
MARKET SHARE INFORMATION ISNOT
Ames 16% 0% 11% 25% 19% 5% 54% 70% 20** 100%
AVAILABLE

Limited-Scope:
*) As apercentage of loans with borrower income information available. Income information was available for all 20 home mortgage refinance loans sampled.
*) Datain this table was based on a sample of 20 home mortgage refinance loans. However, FNB originated or purchased 194 home mortgage refinance | oans during the

evaluation period.
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Table 10. Borrower Distribution of Small L oans to Businesses

Charter Number: 10408

Borrower Distribution: SMALL LOANSTOBUSINESSES State: IOWA  Evaluation Period: January 1, 1997 to December 31, 1999

Busin with Ret(:sues of $1 Million or Loans by Original Amount Regardless of Business Size Market Share*** Total Small Loans to Businesses
MSA TAssessment Area >$100,00 t >$250,000 t Rev $1 Milli
. ,00 to , 0 ev illion or

% of Businesses* % BANK Loans** $100,000 or Less $250,000 $1,000,000 All Less # % of Total

Full-Scope:
Ames 64% 42% 82% 12% 6% 38% 5% 930 100%

Limited-Scope:
*) Businesses with revenues of $1 million or less as a percentage of all businessesin the AA. No revenue information was reported by 26% of businessesin the AA.

(**) Small loans to businesses with revenues of $1 million or less as a percentage of all loans reported as small loans to businesses. No revenue information was available for 17%
of small loans to businesses reported by FNB.
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(***)

Based on 1998 Aggregate Small Business Data only.
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Table11. Borrower Digtribution of Small Loansto Farms

Charter Number: 10408

Borrower Distribution: SMALL LOANSTO FARMS State: IOWA  Evaluation Period: January 1, 1997 to December 31, 1999

Farms with Revenues of $1 Million or Less Loans by Origi r;zlrgrgpzu:t Regardess of Market Share*** Total Small Farm Loans
MSA TAssessment Area >$100,000 t >$250,000 t Rev $1 Milli
X 0 X 0 ev illion or
% of Farms* % BANK Loans** $100,000 or Less $250,000 $1,000,000 All Less # % of Total
Full-Scope:
Ames 8% 43% 92% 8% 0% 40% 52% 126 100%

Limited-Scope:

*) Farms with revenues of $1 million or less as a percentage of all farmsin the AA. No revenue information was reported by 4% of farmsin the AA.

(**) Small loans to farms with revenues of $1 million or less as a percentage of all loans reported as small loans to farms. No revenue information was available for 57% of small
loans to farms reported by FNB.
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(***)

Based on 1998 Aggregate Small Farm Data only.
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Charter Number: 10408
Table12. Qualified Investments

QUALIFIED INVESTMENTS State: IOWA  Evaluation Period: March 6, 1997 to April 3, 2000

Prior Period Investments* Current Period Investments Tota Investments Unfunded Commitments**
MSA /Assessment Area

# $ (000's) # $ (000's) # $ (000's) % of Total $'s # $ (000's)

Full-Scope:
Ames 0 $0 9 $114 9 $114 100% 0 $0

Limited-Scope:
™*) “Prior Period Investments” means investments made in a previous evaluation period that are outstanding as of the examination date.
(**) “Unfunded Commitments” means legally binding investment commitments that are tracked and recorded by the bank’s financial reporting system.
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Table 13. Distribution of Branch Delivery System and Branch Openings/Closings

Charter Number: 10408

DISTRIBUTION OF BRANCH DELIVERY SYSTEM AND BRANCH OPENINGS/CLOSINGS ~ State; IOWA  Evauation Period: March 6, 1997 to April 3, 2000

Deposits Branches Branch Openings/Closings Population
0 0 Location of Branches by Income of Net Change in Location of Branches % of the Population Within Each
MSA /Assessment Area oof RAed |y o pang | 6 Of Reted Geographies # of ot (+or-) Geography*
Area Deposits Branches Area Branches Branch Branch
in MSA/AA in MSA/AA Low Mod Mid Upp Closings Openings Low Mod Mid Upp Low Mod Mid Upp
Full Scope:
Ames 100% 4 100% 0% NA 0% | 100% 0 1 0 NA 0 +1 6% NA | 23% | 61%
Limited Scope:
*) Ten percent of the population resides in the Not Applicable geography (lowa State University Campus).
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