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INSTITUTION'SCRA RATING

Thisinditution israted Satisfactory. The bank’s current and 27 quarter average |oan-to-deposit ratios
are reasonable and commensurate with those demonstrated by local peer banks. A mgority of the
loans are made within the bank’ s defined assessment areas. Thereis reasonable dispersion of loansto
individua borrowers and businesses of different income levels. The disperson of the HM DA reportable
loans made in the Non-M SA moderate-income geographies is less than the percentage of owner-
occupied homes for those areas as reported in the 1990 census data.  However, this disperson is
understandable considering the demographics and preferences of area residents.

DESCRIPTION OF INSTITUTION

The First Nationa Bank of McConndsville (FNB) isawholly owned subsidiary of FNB Shares, Inc., a
one-bank holding company. The main office islocated gpproximately 90 miles southeast of Columbus,
Ohio in the Village of McConnelsville, Ohio. The bank operates the main office and one full-service
branch (Stockport, Ohio) in Morgan County. They also operate full-service branches in Junction City,
Ohio (Perry County) and Carroll, Ohio (Fairfield County). The bank’sfocusis retail banking and it
offers slandard products and services through dl four locations.  There are no existing legd or
economic impediments that could redtrict the ingtitution’ s ability to serve the community’ s credit needs.

FNB’s December 31, 2002 Cal Report showed total assets of $74 million and gross loans of $55.6
million. Net loans represent gpproximately 75% of total assets. Loans for one-to-four family resdentid
homes, commercia red edtate, individual consumer and commercia purposes represent 57.6%, 15.2%,
14.2% and 6.5% of average grossloans, respectively. Other types of loans account for the remaining
6.5%. Thelast CRA examination was conducted in November 1996. The bank was rated
“Outstanding Record of Meeting Community Needs.”

DESCRIPTION OF ASSESSMENT AREAS

FNB has two assessment areas (AA). The primary market area for the bank is Morgan County;
however, the non-MSA AA aso includes the block numbering area (BNA #9663 in Perry County) that
contains the Junction City, Ohio branch office. Morgan County has four BNA’s (3 middle- and 1
moderate-income geographies). The BNA in Perry County is a moderate-income geography.
Therefore, the non-MSA geography consists of 40% moderate-income and 60% middle-income
geographies. The population of the non-MSA AA is 19,767 as determined in the 1990 census.

Morgan County is primarily rurd with amanufacturing focus. As of March 31, 2003, the county hed
the highest unemployment rate in the state at 18.2%. The seasondly adjusted unemployment rate for
the State of Ohio was 6.1%. The economic condition is depressed. Employment in the county is
centered in manufacturing, retail services and government. The mgor employersinclude Morgan
County Loca Schools, MIBA and American Electric Power. Perry County hasasmilar industry
make-up with employment focused in the same three indudtries. The unemployment rete for Perry
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County is better at 11.5%, but is till depressed. The population for the BNA (#9663) is 5,573 people.
The 2002 Non-M SA Updated Median Family Income is $48,700. Of the non-MSA’s 8,809 housing
units, gpproximately 63% are owner-occupied and have a median housing value of $34,438.

Competition is strong in the primary market and comes principally from one other community bank with
its heedquartersin McConnelsville. A third community bank aso has a sizesble presencein the
McConndsville market but it is Sgnificantly less than the two primary banks. A branch of afourth
financid indtitution islocated in close proximity (across the Muskingum River) and primarily servesthe
Village of Mdta, Ohio.

The second defined AA is censustract (CT) 309 in Fairfidd County. The CT isin the Columbus, Ohio
Metropolitan Statistica Area (MSA) #1840. The bank’s Carroll, Ohio branch office is located in the
CT. CT 309 isamiddle-income geography. The 2002 MSA Updated Median Family Incomeis
$63,400. Based on 1,675 housing unitsin this AA, gpproximately 81% are owner-occupied and have
amedian housing value of $73,200.

In Perry and Fairfield Counties the bank has specificaly defined their market to the cities where their
branch offices are located. Their market share in these countiesis minima; however, in the cities that
house their branches they have the dominant market share. The AAs comply with al regulatory
requirements and do not arbitrarily exclude any low- or moderate-income aress.

A community contact interview did not reved any primary credit needs that are not being met by the
locd financid indtitutions. The contact did state that road infrastructure was needed to alow easier
accessto I-70 and 1-77 for trucks. The community contact stated that this would draw more
businesses to the area and help reduce loca unemploymen.

CONCLUSIONSABOUT PERFORMANCE CRITERIA
L oan-to-Deposit Ratio

FNB'’sloan-to-deposit (LTD) ratio of 87% as of December 31, 2002, and average LTD ratio over the
last 27 quarters of 83% are reasonable and meet the requirements for satisfactory performance. For
analysis purposes, FNB'’s current and 27-quarter average LTD ratios were compared with a custom
peer group conggting of five banks of smilar Sze and purpose competing within the same AAs. The
andyss showsthat FNB’s LTD ratios were within the peer group’ s current range of 60% to 88%, and
the 27-quarter average range of 70% to 90% and supports reasonable performance.



Lending in Assessment Areas

The bank meets the standards for satisfactory performance with respect to lending inthe AAs. A
mgority of the residentia real estate loans made between 1998 and 2002 were made inthe AAs. A
total of 914 loans were made with 771 (84%) made in the bank’ s defined AAs. On adollar basis
$41.9 million in loans were originated with $32.8 million (78%) in the AAs. We a0 reviewed twenty-
seven business/farm loans and determined that twenty of those loans (74%) were made in the bank’s
AAs.

L ending to Borrower s of Different Incomes and to Businesses of Different Sizes

Overdl lending to borrowers of different income levels and to businesses of different Szesis satisfactory
and reflects reasonable penetration. In the non-MSA AA, the digtribution of resdentid red etate
lending reflects good penetration among individuas of different income levelsincuding low- and
moderate-income borrowers. The chart below indicates satisfactory performance. The results were
based on information reported for HMDA from 1998 through 2002.

Non-M SA HMDA L oans by Borrower Incomevs. AA Families by Income Category (Census)

Purchase Improvement Refinance Total Census

Income Category | #loans #loans #loans

$loans % | $loans % | $loans %
Low 54 22% | 50 23% |55 18% 21%

1,234 11% | 694 10% | 1,362 10% 10% 28%
Moderate 62 25% | 62 29% | 86 29% 28%

2,215 20% | 1,573 24% | 3,523 25% 23% 21%
Midde 61 25% | 56 27% | 87 29% 27%

3,284 30% | 2,304 35% | 4,970 35% 33% 24%
Upper 61 25% |31 15% | 66 22% 21%

3,588 32% | 1,581 24% | 3,965 28% 29% 27%

Source: HMDA Loan Application Registers 1998-2002

For the MSA AA, there were only 12 home mortgage loans originated for the period under review in
CT 309. The principa reason for thisislow interest rates and borrower’ s desires to lock in long-term
fixed rates of interest. This bank only offers variable rate mortgages and does not offer secondary
market access. Therefore, mortgage loan activity was limited. Asthe following chart indicates, other
than to the low-income category the loans were well dispersed. Overdl performance is reasonable
consdering that approximately 5% of households live below the poverty level and would have trouble
meeting routine credit criteria. Loans to moderate-income borrowers sgnificantly exceeded AA
demographics (see the chart on the following page).




M SA 1840 HM DA L oans by Borrower Incomevs. AA Families by Income Category (Census)

Purchase Improvement Refinance Total Census

Income Category | #loans #loans #loans

$loans % $loans % $loans %
Low 0 0 0 0%

0 N/A | O N/A | O N/A 0% 17%
Moderate 2 50% |0 5 83% 28%

145 37% |0 N/A | 256 74% 46% 15%
Middle 0 1 50% |0 27%

0 N/A 14 10% |0 N/A 2% 27%
Upper 2 50% |1 50% |1 20% 33%

248 63% | 123 90% | 88 26% 52% 42%

Source: HMDA Loan Application Registers 1998-2002

Lending to businesses of different Szeswas reasonable. In order to determine the bank’ s performance
of lending to businesses of different sizes, we sdected a sample of twenty-seven loans. Twenty-four of
the twenty-seven loans were made to businesses or farms with annua revenues less than $1 million.
This represents 89% of the loansin the sample. Census data for businessesin the AA's that reported
revenue showed that 93% of the businesses had annua revenues less than or equa to $1 million.

Geographic Digtribution of L oans

The home loan originations in the moderate-income geographies are less than the percentage of owner-
occupied housing unitsin the nontMSA AA. However, overal geographic digtribution of loansis
reasonable consdering natura boundaries and the location of the branches of other inditutions.
Although lending in the moderate-income BNAs s low relative to census deta, it isimportant to
congder that the Muskingum River divides the communities of Mata (moderate-income BNA) and
McConndsville (middle-income BNA). Thereisafinancid inditution on the Mata side of the river that
services those customers. In addition, the moderate-income BNA includes townships that are west of
the river and the Village of Mdta, which are close to financid indtitutions in Chester Hill, Ohio, and
Glougter, Ohio.

Non-M SA HM DA L oans by Geography vs. AA Owner Occupied Housing Units (Census)

Purchase Improvement Refinance Total Census
Income Category | #loans #loans #loans
$loans % | $loans % | $loans %
Moderate 36 15 39 18 53 18 17%
1,676 15 1,247 19 2,566 18 17% 47%
Midde 209 85 174 82 248 82 83%
9,371 85 5,410 81 11,621 82 83% 53%

Source: HMDA Loan Application Registers 1998-2002

Inthe MSA, the bank’s AA currently includes only CT 309 where the branchislocated. Thisisa
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middle-income geography; therefore, a geographic digtribution anaysis would not be meaningful.
Responsesto Complaints

No complaints relaing to the bank’s CRA performance have been submitted during the evauation
period.

Fair Lending Review, Other Illegal Credit Practices, and Predatory and Abusive Lending
Practices.

We found no evidence of illegd discrimination or other illegd credit practices.



