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INSTITUTION'S CRA RATING: This institution is rated Satisfactory.

The Lending Test is rated: Satisfactory.
The Community Development Test is rated: Satisfactory.

e City National Bank of New Jersey’s quarterly average net loan-to-deposit ratio is
reasonable given the size and financial condition of the institution as well as the
assessment areas’ credit needs, and relevant competitive factors;

e The bank originated a majority of its loans to borrowers within its assessment
areas;

e The distribution of loans reflects reasonable penetration among borrowers of
different incomes and businesses of different sizes in all assessment areas
(AAS), particularly in the NJ-PA AA;

e The geographic distribution of loans reflects reasonable dispersion among
geographies of different incomes in all AAs, particularly in the NJ-PA AA; and

e The bank’s level of community development activity reflects adequate
responsiveness to the community development needs in the New York-Northern
New Jersey-Long Island, NY-NJ-PA Multistate Metropolitan Statistical Area given
the bank’s capacity and CD opportunities within this MMSA.

Scope of Examination

City National Bank of New Jersey (CNB) was evaluated under the Intermediate Small
Bank examination procedures, which include a lending test and a community
development (CD) test. The lending test evaluates the bank’s record of meeting the
credit needs of its AAs through its lending activities. The CD test evaluates the bank’s
responsiveness to CD needs in its AAs through CD loans, investments, and services.

The lending test for CNB covers its performance from January 1, 2007 through
February 1, 2010, as this is representative of its lending strategy since the last CRA
examination. The evaluation period for the CD test is from November 7, 2002 through
February 1, 2010.

The bank’s primary loan products are business, home purchase, and home refinance
loans. The bank reports data under the requirements of the Home Mortgage Disclosure
Act (HMDA). The HMDA data was tested and found to be reliable. Therefore, HMDA
data was used to evaluate the bank’s mortgage lending performance. To evaluate the
bank’s business lending performance, we selected a sample of 54 business loans made
from January 1, 2007 through February 1, 2010. CD loans, investments, and services
submitted by bank management were also verified to ensure they met the regulatory
definition of community development.



Description of Institution

CNB is a $473 million interstate community bank headquartered in Newark, New
Jersey. Itis a wholly owned subsidiary of City National Bancshares Corporation. The
holding company also has an ownership interest in an equipment leasing company that
provides loans to businesses. CNB was created in 1973 to serve the people of Newark
and strengthen the local neighborhoods. The bank has since expanded to other urban
areas of New Jersey as well as New York and Philadelphia.

At the last CRA examination (November 6, 2002), CNB had a total of eight branch
offices. The bank maintained five branch offices in New Jersey and three branch offices
in New York. As of the date of this evaluation, the bank maintains ten branch offices,
with the main office still located in Newark, New Jersey (Essex County). The bank
continues to maintain three branch offices in Newark, New Jersey; one branch office in
Hackensack, New Jersey (Bergen County); and one branch office in Paterson, New
Jersey (Passaic County). The bank also continues to maintain a branch office in
Roosevelt and another in Hempstead, New York (Nassau County) as well as one
branch office in Brooklyn, New York (Kings County). In May 2005 the bank opened a
branch office in Harlem, New York (New York County). In June 2007 the bank
purchased a branch office from Sun National Bank in Philadelphia, Pennsylvania
(Philadelphia County).

As of December 31, 2009, CNB reports total assets of $473 million. The balance sheet
reflects $279 million in loans and $380 million in deposits. The loan portfolio is
comprised of $145 million in commercial real estate loans (52%); $50 million in
construction and development loans (18%); $33.5 million in commercial and industrial
loans (12%); $30 million in residential mortgage and home equity loans (11%); $15
million in lease financing (5%); and $6 million in other loans (2%). As of December 31,
2009 tier one risk based capital was $34 million and represented 10.62% of risk
weighted assets.

The bank maintains status as a Community Development Financial Institution (CDFI),
which was awarded to the bank in March 2000 and expires in March 2013. This status
is awarded to specialized financial institutions that work in markets that have not been
adequately served by traditional financial institutions. Financial institutions receive CRA
investment credit by maintaining deposits in a CDFI.

The bank offers a full range of deposit products, loan products, and services.
Commercial lending is CNB’s primary business focus, more specifically real estate and
business lending. Residential mortgage lending is a secondary business focus. There
are no legal or financial impediments to CNB’s ability to meet the credit and CD needs
of its AAs. The last CRA examination of CNB was as of November 6, 2002, at which
time the bank received a rating of “Outstanding.”



Selection of Areas for Full-Scope Review

In each state and multistate metropolitan area where the bank has an office, a sample
of assessment areas (AAs) within that state/multistate metropolitan area was selected
for full-scope reviews. Refer to the “Scope” section under each State and Multistate
Metropolitan Area Rating section (as applicable) for details regarding how the areas
were selected.

Ratings

The bank’s overall rating is a blend of the multistate metropolitan area rating(s) and
state ratings.

The institution’s CRA rating takes into account the ratings in different states/multistate
metropolitan areas by considering:

e The significance of the bank’s activities in each state/multistate metropolitan area
compared with the bank’s overall activities.

e The lending opportunities in each state/multistate metropolitan area.

e The importance of the bank in providing loans to each state/multistate
metropolitan area, particularly in light of the number of other institutions and the
extent of their activities in each state/multistate metropolitan area.

e Demographic and economic conditions in each state/multistate metropolitan
area.

The multistate metropolitan area rating(s) and state rating(s) are based primarily on
those areas that received full-scope reviews. Refer to the “Scope” section under each
State and Multistate Metropolitan Area Rating section for details regarding how the
areas were weighted in arriving at the respective ratings.

Conclusions with Respect to Performance Criteria
Loan-to-Deposit Ratio

The bank’s average net loan-to-deposit ratio (LTD) is considered reasonable given the
bank’s size, financial condition, AAs’ credit needs, and in light of a large volume of
municipal and federal deposits. The bank’s LTD averaged 60.31% over the 29 quarters
since the last CRA examination. This ratio ranged from a quarter low of 45.59% in the
second quarter of 2004 to a quarterly high of 71.76% in the fourth quarter of 2009.

The bank’s LTD ratio compares favorably with other financial institutions of similar size,
location, and product offerings. The bank’s peer group consists of 28 institutions of
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comparable asset size, market share, business strategy and with similar branch
distribution networks. This peer group has an average LTD ratio of 76.81% over the
same 29 quarters. The peer group’s average LTD ratio ranged from 26.34% to
105.84%. The bank’s LTD ratio, which is lower than the peer group by approximately
16.5%, is still reasonable given that approximately one third of the bank’s deposit base
is comprised of federal and municipal funds. These funds are procured through the
towns/municipalities in which CNB operates branch offices. These towns/municipalities
have often decided to support the bank by placing deposits in the bank. Additionally,
the bank’s CDFI standing brings in significant federal deposits and deposits from other
banks. Note that banks receive positive CRA credit for deposits maintained at a CDFI.
Also note that municipal funds typically require investments to be purchased and
pledged against them, which may limit available funds for lending.

Lending in Assessment Area

CNB meets the standard for satisfactory performance for lending in the assessment
areas. During the evaluation period, the bank originated a majority of its primary loan
products (business, home purchase, and home refinance loans) within the assessment
areas. Based on HMDA-LAR data and a sample of 57 commercial loans, the bank
originated 56% of home loans, and 81% of business loans within the assessment areas.

The following table details the bank’s lending within the AAs by number and dollar
amount during the evaluation period.

Table 1 - Lending in the Assessment Areas

Number of Loans Dollars of Loans
Inside Outside Total Inside Outside Total
0, 0, 0, 0,
Loan Type # % # % $ % $ %0
Home Loans 28 56.00 22 44.00 50 7,103 | 61.55 4,437 38.45 11,540
Business 46 80.70 11 19.30 57 | 23,383 | 82.70 4,891 17.30 28,274
Totals 74 69.15 33 30.84 | 107 | 30,486 | 76.57 9,328 23.43 39,814

Fair Lending or Other lllegal Credit Practices Review

We found no evidence of discriminatory or other illegal credit practices inconsistent with
helping to meet community credit needs.



Multistate Metropolitan Area Rating

New York-Northern New Jersey-Long Island, NY-NJ-PA

CRA Rating for the New York-Northern New Jersey-Long Island, NY-NJ-PA*:
“ Satisfactory”
The Lending test is rated: “Satisfactory”
The Community development test is rated: " Satisfactory”

e The distribution of loans reflects reasonable penetration among borrowers of
different incomes and businesses of different sizes in all AAs, particularly in the NJ-
PA AA.

e The geographic distribution of loans reflects reasonable dispersion among
geographies of different incomes in all AAs, particularly in the NJ-PA AA.

e The bank’s level of community development activity reflects adequate
responsiveness to the community development needs the New York-Northern New
Jersey-Long Island, NY-NJ-PA Multistate Metropolitan Statistical Area given the
bank’s capacity and CD opportunities within this MMSA.

DESCRIPTION OF INSTITUTION'S OPERATIONS IN THE NEW YORK-
NORTHERN NEW JERSEY-LONG ISLAND, NY-NJ-PA MULTISTATE
METROPOLITAN STATISCAL AREA

City National Bank of New Jersey operates nine branches in the New York-Northern
New Jersey-Long Island, NY-NJ-PA Multistate Metropolitan Statistical Area (MMSA), to
include the head office. The bank has three AAs within this MMSA. Each AA falls
within the boundaries of a metropolitan division (MD). The first AA, hereafter referred to
as NJ-PA AA lies within the Newark-Union, NJ-PA MD. The second AA, hereafter
referred to as NY-NJ AA, lies within the New York-White Plains-Wayne, NY-NJ MD.
The third AA, hereafter referred to as NY AA, lies within the Nassau-Suffolk, NY MD.

NJ-PA ASSESSMENT AREA

The NJ-PA AA consists of 212 contiguous census tracts in Essex County in the State of
New Jersey. The census tracts are distributed as 70 low-income (33%); 68 moderate-
income (32%); 28 middle-income (13%); and 46 upper-income (22%). According to the
2000 census, the total population of this AA is 794 thousand people; median family
income (MFI) is $68.4 thousand; and the 2009 HUD adjusted MFI is $88.4 thousand.
The family distribution by income level within this AA is approximately 32% low-income;
18% moderate-income; 18% middle-income; and 32% upper-income. In this AA, 10 %

YThis rating reflects performance within the multistate metropolitan area. The statewide evaluations do
not reflect performance in the parts of those states contained within the multistate metropolitan area.



and 23% of the total owner occupied housing is located in low- and moderate-income
geographies respectively. Small businesses (i.e. revenue under one million dollars)
account for 77% of the businesses in this AA. Businesses in low-income census tracts
account for 22% while in moderate-income census tracts they account for 25%.

Demographic Information for Full-Scope Area: NJ-PA AA

Low Moderate Middle Upper | NA*

Demographic Characteristics # % of % of # % of # % of | % of
# # #

Geographies (Census Tracts/BNAs) 212 | 33.02 32.08 13.21 | 21.70 | 0.00
Population by Geography 793,633 | 25.48 32.74 15.33 | 26.45 | 0.00
Owner-Occupied Housing by Geography 129,489 9.60 22.54 1991 | 4795 | 0.00
Business by Geography 61,352 | 22.34 25.21 14.10 | 38.35 | 0.00
Farms by Geography 563 6.22 15.99 21.49 | 56.31 | 0.00
Family Distribution by Income Level 194,654 | 32.56 17.76 17.91 | 31.77 | 0.00
Distribution of Low and Moderate Income 97,949 | 37.83 39.93 11.80 | 10.44 0.00
Families throughout AA Geographies
Median Family Income 68,424 | Median Housing Value 178,002
HUD Adjusted Median Family Income for 2009 88,400 | Unemployment Rate (2000 US | 4.34%
Households Below Poverty Level 15% | Census)

(*) The NA category consists of geographies that have not been assigned an income classification.
Source: 2000 U.S. Census and 2009 HUD updated MFI

Economic conditions within this AA have been deteriorating more so than economic
conditions of the U.S. as a whole. The unemployment rate as of December 31, 2009
was 11.2%; which is moderately above the nationwide 9.7% unemployment rate
according to the U.S. Bureau of Labor and Statistics Data. Additionally, this is more
than double the unemployment rate of 5.3% in 2007 for this AA. Affordable housing
continues to be a problem for this AA due to limited opportunities for housing
development. Additionally, the close proximity to New York City contributes a large
volume of lessees with high incomes. Although housing values have declined by 20%
or more from 2007 to 2009, median housing price in 2009 was approximately $251
thousand. The majority of businesses in this AA are in the services industry (47%);
followed by retail trade (16%); finance, insurance & real estate (8%); construction (7%);
wholesale trade (5%); and transportation & communication (5%). Major employers
include Newark International Airport, Verizon-Communications, Prudential Financial,
Continental Airlines, and University of Medicine-Dentistry.

Competition between financial institutions within this AA is strong. City National Bank
maintains three branches within this AA including its main office. The bank competes
with nationwide mortgage and business lenders, large regional banks, and a number of
community banks for both loans and deposits. According to June 30, 2009 FDIC/OTS
Summary of Deposit data, CNB ranked 16 out of 32 institutions competing within this
AA, with a deposit market share of 1.24%. In regards to loan market share, CNB
ranked 188 out of 387 institutions with a mortgage loan market share of 0.03%. For
small business loans the bank was not ranked as its market share was less than 0.01%.




Bank management indicates that the primary credit needs of the community continue to
be small business lending; faith-based organization lending (e.g. lending to churches);
and banking services in low- and moderate-income areas. In conducting the
assessment of the bank’s performance within this AA, we contacted a representative
from regional governmental agency, a local governmental agency. The contacts
confirmed the need for small business lending; increased lending for faith-based,
community focused institutions; and increased banking services for the communities.
The contacts also identified as credit needs, lines of credit for non-profit organizations;
loan modification assistance; commercial lending to fund various revitalization projects;
and financing for development of commercial; industrial; and residential units.

Community development needs identified by the community contacts include affordable
housing, including first-time homebuyer assistance; affordable rentals for low- to
moderate-income (LMI) individuals, seniors and homeowners removed from homes due
to foreclosure; small business technical assistance and financial training; additional
grants to non-profit organizations; access to financial services in low- to moderate-
income (LMI) areas; financial literacy; subsidies for CD projects; and foreclosure
prevention assistance.

NY-NJ ASSESSMENT AREA

The NY-NJ AA consists of 2,000 census tracts in Kings, Queens, and New York
Counties in the State of New York as well as Bergen and Passaic Counties in the State
of New Jersey. The census tracts are distributed as 198 low-income (10%); 528
moderate-income (26%); 621 middle-income (31%); 610 upper-income (30%); and 43
with no income designation (2%). According to the 2000 census, the total population of
this AA is 7.6 million people; median family income (MFI) is $49.4 thousand; and the
2009 HUD adjusted MFI is $64.8 thousand. The family distribution by income level
within this AA is 26% low-income; 16% moderate-income; 17% middle-income; and
41% upper-income. In this AA, two percent and 14% of the total owner occupied
housing is located in low- and moderate-income geographies respectively. Small
businesses (i.e. revenue under one million dollars) account for 75% of the businesses in
this AA. Businesses in low-income census tracts account for six percent while in
moderate-income census tracts they account for 19%.

Demographic Information for Full-Scope Area: NY-NJ AA

Low Moderate Middle Upper | NA*

Demographic Characteristics # % of % of # % of # % of | % of
# # #

Geographies (Census Tracts/BNAS) 2,000 9.90 26.40 31.05| 30.50 | 2.15
Population by Geography 7,605,067 | 10.37 28.87 28.28 | 32.44 | 0.05
Owner-Occupied Housing by Geography 1,035,287 1.81 13.76 29.67 | 54.75 | 0.00
Business by Geography 703,577 5.89 18.59 21.80 | 5258 | 1.14
Farms by Geography 3,789 2.53 9.40 18.84 | 69.07 | 0.16
Family Distribution by Income Level 1,794,573 | 26.10 15.79 17.02 | 41.09 | 0.00
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Distribution of Low and Moderate Income 751,748 | 18.41 40.07 27.10 | 14.43 0.00
Families throughout AA Geographies

Median Family Income 49,461 | Median Housing Value 253,265
HUD Adjusted Median Family Income for 2009 64,800 | Unemployment Rate (2000 3.92%
Households Below Poverty Level 17% | US Census)

(*) The NA category consists of geographies that have not been assigned an income classification.
Source: 2000 U.S. Census and 2009 HUD updated MFI

This AA reflects a number of large and widely diversified economies. It incorporates
three New York City counties and two New Jersey State counties. New York City is one
of the nation’s largest cities and is considered a global hub of international business and
commerce. New Jersey has long been an industrial producer. Given the major role of
New York City as the command center for world economy and New Jersey’s industrial
background the NY-NJ AA has suffered varying degrees of duress within the its
counties due to the global economic downturn. The unemployment rate for this AA as
of December 31, 2009 was 9.9%; which is marginally above the nationwide 9.7%
unemployment rate according to the U.S. Bureau of Labor and Statistics Data.
However, Kings County which supplies approximately a fourth of the labor force of this
AA had an unemployment rate of 11.2%. The majority of businesses in this AA are in
the services industry (44%); followed by retail trade (16%); finance, insurance & real
estate (9%); wholesale trade (6%); and construction (5%). Major employers in Bergen
and Passaic Counties include Hackensack Medical Center, Cytec Industries Inc, and NJ
Sports & Exposition Authority. Major employers in Kings, Queens, and New York
Counties include New York Presbyterian Healthcare System, Citigroup, and JP Morgan
Chase.

Competition between financial institutions within this AA is strong. City National Bank
maintains five branches within this AA; distributed amongst the counties with the
exception of Queens County. The bank competes with nationwide mortgage and
business lenders, large regional banks, and a number of community banks for both
loans and deposits. According to June 30, 2009 FDIC/OTS Summary of Deposit data,
CNB ranked 108 out of 151 institutions that compete within this AA, with a deposit
market share of 0.02%. In regards to loan market share, CNB was not ranked as its
market share was less than 0.01% for mortgage loans as well as small business loans.

Bank management indicates that the primary credit needs of the community continue to
be small business lending; faith-based organization lending (e.g. lending to churches);
and banking services in low- and moderate-income areas. In conducting the
assessment of the bank’s performance within this AA, we contacted a representative
from regional governmental agency, a local governmental agency, and three
representatives from local community organizations. The contacts confirmed the need
for small business lending; increased lending for faith-based, community focused
institutions; and increased banking services for the communities. The contacts also
identified as credit needs, lines of credit for non-profit organizations; loan modification
assistance; commercial lending to fund various revitalization projects; and financing for
development of commercial; industrial; and residential units.

Community development needs identified by the community contacts include affordable
housing, including first-time homebuyer assistance; affordable rentals for low- to
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moderate-income (LMI) individuals, seniors and homeowners removed from homes due
to foreclosure; small business technical assistance and financial training; additional
grants to non-profit organizations; access to financial services in LMI areas; financial
literacy; subsidies for CD projects; and foreclosure prevention assistance.

NY ASSESSMENT AREA

The NY AA consists of 277 contiguous census tracts in Nassau County in the State of
New York. The census tracts are distributed as two low-income (1%); 20 moderate-
income (7%); 178 middle-income (64%); 69 upper-income (25%); and eight with no
income designation (3%). According to the 2000 census, the total population of this AA
is 1.3 million people; MFI is $76.2 thousand; and the 2009 HUD adjusted MFI is $101.8
thousand. The family distribution by income level within this AA is 17% low-income;
17% moderate-income; 23% middle-income; and 43% upper-income. In this AA, less
than one percent and 5% of the total owner occupied housing is located in low- and
moderate-income geographies respectively. Small businesses (i.e. revenue under one
million dollars) account for 80% of the businesses in this AA. Businesses in low-income
census tracts account for less than one percent while in moderate-income census tracts
they account for six percent.

Demographic Information for Full-Scope Area: NY AA

Low Moderate Middle Upper | NA*

Demographic Characteristics # % of # % of # % of # % of | % of
# #

Geographies (Census Tracts/BNAS) 277 0.72 7.22 64.26 | 2491 | 2.89
Population by Geography 1,334,544 1.12 8.45 67.16 | 23.27 | 0.00
Owner-Occupied Housing by Geography 359,257 0.18 4.73 68.87 | 26.22 | 0.00
Business by Geography 146,318 0.93 5.98 64.67 | 28.42 | 0.01
Farms by Geography 2,037 0.64 9.82 70.00 | 19.54 | 0.00
Family Distribution by Income Level 349,694 16.70 17.06 23.01 | 43.22 | 0.00
Distribution of Low and Moderate Income 118,082 2.01 12.41 70.98 | 14.60 | 0.00
Families throughout AA Geographies
Median Family Income 76,221 | Median Housing Value 278,789
HUD Adjusted Median Family Income for 2009 101,800 | Unemployment Rate (2000 1.81%
Households Below Poverty Level 5% | US Census)

(*) The NA category consists of geographies that have not been assigned an income classification.
Source: 2000 U.S. Census and 2009 HUD updated MFI

This AA lies within Long Island, New York which and is one of the highest income areas
in the state. However, it has also been impacted by the recent economic downturn.
Foreclosures have spiked in several communities and high property taxes continue to
strain the remaining homeowners. The financial strain on many families can now be
seen in many ways such as the use of food pantries by people who previously donated
to these pantries. The unemployment rate for this AA as of December 31, 2009 was
seven percent; which is well below the nationwide 9.7% unemployment rate according
to the U.S. Bureau of Labor and Statistics Data. However, this is nearly double the
3.8% unemployment rate for this AA in 2007. The majority of businesses in this AA are
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in the services industry (48%); followed by retail trade (14%); finance, insurance & real
estate (10%); construction (7%); and wholesale trade (5%). Major employers in this AA
include North Shore Long Island Jewish Health System, Cablevision, Diocese of
Rockville Centre, SUNY Stony Brook, and Waldbaums.

Competition between financial institutions within this AA is strong. City National Bank
maintains two branches within this AA. The bank competes with nationwide mortgage
and business lenders, large regional banks, and a number of community banks for both
loans and deposits. According to June 30, 2009 FDIC/OTS Summary of Deposit data,
CNB ranked 37 out of 41 institutions competing within this AA, with a deposit market
share of 0.05%. In regards to loan market share, CNB was not ranked as its market
share was less than 0.01% for mortgage loans as well as small business loans.

As with the NJ-PA, and the NY-NJ assessment areas, bank management indicates that
the primary credit needs of the community continue to be small business lending; faith-
based organization lending (e.g. lending to churches); and banking services in low- and
moderate-income areas. In conducting the assessment of the bank’s performance
within this AA, we contacted a representative from a local governmental agency, and a
local community organization. The contacts confirmed the need for small business
lending. The contacts also identified as primary credit needs, affordable loan products
for LMI seniors and loan modification assistance.

Community development needs identified by the community contacts include affordable
housing; assistance for rental housing for those who lost homes due to foreclosure;
small business lending and training; access to financial services in LMI areas; and
additional grants to non-profit organizations.

SCOPE OF EVALUATION IN THE NEW YORK-NORTHERN NEW
JERSEY-LONG ISLAND, NY-NJ-PA MULTISTATE METROPOLITAN
STATISCAL AREA

A full-scope review was performed for the NJ-PA AA, NY-NJ AA, and NY AA. The NJ-
PA AA, which is falls within the Newark-Union, NJ-PA MD, is composed of Essex
County, New Jersey. The NY-NJ AA, which falls within the New York-White Plains-
Wayne, NY-NJ MD, is composed of Kings, New York, and Queens Counties, New York
as well as Bergen and Passaic Counties, New Jersey. The NY AA, which falls within
the Nassau-Suffolk, NY MD, is composed of Nassau County, New York.

Greater overall weight was placed on City National Bank of New Jersey’s overall
performance in the NJ-PA AA as this was identified as the AA of greatest credit and CD
need. Additionally, CNB plays a significant role in meeting the credit and CD needs of
many of the communities in the NJ-PA AA. Greater weight was placed on the bank’s
performance in the NY-NJ AA than the NY AA given the significantly diminished role as
a credit provider and CD supporter in the NY AA versus the NY-NJ AA. Within the
assessment of the bank’s lending performance in the NY-NJ and NY AAs, greater
weight was placed on the business lending activities as this is reflective the bank’s
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business strategy within these AAs.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN NEW
YORK-NORTHERN NEW JERSEY-LONG ISLAND, NY-NJ-PA
MULTISTATE METROPOLITAN STATISCAL AREA

LENDING TEST

The bank’s performance under the lending test in the New York-Northern New Jersey-
Long Island, NY-NJ-PA Multistate Metropolitan Statistical Area is rated “Satisfactory”.
The distribution of loans reflects reasonable penetration among borrowers of different
incomes and businesses of different sizes. The geographic distribution of loans reflects
reasonable dispersion among geographies of different incomes. Greater overall weight
was placed on City National Bank of New Jersey’s overall performance in the NJ-PA AA
as this was identified as the AA of greatest credit need. Additionally, CNB plays a
significant role in meeting the credit needs of many of the communities in the NJ-PA AA.
Greater weight was placed on the bank’s performance in the NY-NJ AA than the NY AA
given the significantly diminished role as a credit provider in the NY AA versus the NY-
NJ AA. Within the assessments of the bank’s performance in the NY-NJ and NY AAs
greater weight was placed on the business lending activities as this is reflective the
bank’s business strategy within these AAs. Additionally small business lending was
identified as a need within the NY-NJ and NY AAs.

In the NJ-PA AA, general area revitalization had been identified as a need. The bank’s
geographic distribution of home loans as well as business loans reflects excellent
dispersion throughout census tracts of different income levels within the NJ-PA AA. The
distribution of loans reflects reasonable penetration among borrowers of different
income levels and businesses of different sizes within the NJ-PA AA.

In the NY-NJ AA and the NY AA, the bank’s business strategy places greater emphasis
on business lending with limited residential lending. Additionally, small business lending
was identified as a credit need within these AAs. The bank’s distribution of business
loans by geography and business size reflects excellent dispersion and penetration in
the NY-NJ AA. The number and dollar amount of business loans to small businesses
and businesses within LMI geographies greatly exceed their demographic comparative.
In the NY-NJ AA the distribution of home loans among borrowers and geographies of
different income is poor. However, this is reasonable given economic factors and the
bank’s business strategy within this AA.

In the NY AA, the bank’s distribution of business loans by geography and business size
reflects excellent dispersion and reasonable penetration. The number and dollar
amount of business loans to businesses within moderate-income geographies greatly
exceed the demographic comparative. Although no business loans were made within
low-income geographies, this is deemed reasonable given the distribution of businesses
within this AA. In the NY AA the distribution of home loans among borrowers and
geographies of different income is poor. However, this is reasonable given economic
factors and the bank’s business strategy within this AA.

12



Lending to Borrowers of Different Incomes and to Businesses of Different Sizes
within the NJ-PA Assessment Area

The distribution of loans reflects reasonable penetration among borrowers of different
incomes and businesses of different sizes given the demographics of the NJ-PA AA.

Home Loans

The distribution of home loans to borrowers reflects reasonable penetration among
borrowers of different income levels. Residential lending was identified as a credit need
within the NJ-PA AA. The bank originated five percent of the residential real estate
loans for low-income borrowers, which account for approximately 33% of the families in
the AA’s population. However, this is reasonable. Average cost of housing in the NJ-
PA AA from 2007 to 2009 was approximately $250 thousand. The HUD updated
median family income for 2009 is $88 thousand. This means that a low income family
earns no more than approximately $44 thousand. Which means approximately half or
more of a family’s income would be used for housing. In addition, this AA has a poverty
rate of 15%. Given these factors it would be difficult for a low-income individual to own
housing in this AA.

The bank demonstrated excellent responsiveness to meeting the home loan needs of
moderate-income borrowers. Thirty percent of home loans were made to moderate-
income borrowers, which account for about 18% of the families in the AA’s population.

Table 5 - Borrower Distribution of Residential Real Estate Loans in NJ-PA AA

Borrower Low Moderate Middle Upper
Income Level
% of AA % of % of AA % of % of AA % of % of AA % of
Families | Number of | Families | Number of | Families | Number of | Families | Number of
Loans Loans Loans Loans
Home Loans 32.56 5.00 17.76 30.00 17.91 50.00 3177 15.00

Source: HMDA data for 2007-2009 and HUD updated, 2000 U.S. Census data

Business Loans

Based on the representative loan sample, the distribution of loans to businesses reflects
reasonable penetration among businesses of different sizes. Small business lending
was identified as a credit need within this AA. Eighty-eight percent by number and 48%
by dollar amount of the bank’s loans within the NJ-PA AA during the assessment period
were made to small businesses. Small businesses are businesses with gross annual
revenues of one million dollars or less. This is considered reasonable as compared to
demographic data that shows approximately 77% of businesses with this AA are small
businesses.

Table 5A - Borrower Distribution of Loans to Businesses in NJ-PA AA

. Unavailable/
Business Revenues (or Sales) <$1,000,000 >$1,000,000 Unknown Total
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% of AA Businesses 77.14 5.86 17.00 100
% of Bank Loans in AA by # 88.00 12.00 0.00 100
% of Bank Loans in AA by $ 48.17 51.83 0.00 100

Source: business loan data sampled from 2007-2009
Geographic Distribution of Loans within the NJ-PA Assessment Area

The distribution of loans reflects excellent dispersion among census tracts of different
income levels throughout the NJ-PA AA.

Home Loans

The bank’s geographic distribution of home loans in this AA reflect excellent dispersion
among census tracts of different income levels; especially, in the low- and moderate-
income census tracts. In particular, the percentage of home loans originated in the low-
and moderate-income census tracts greatly exceeds the available owner occupied
housing. Approximately 10% and 23% of owner occupied housing within this AA is
available in low- and moderate income census tracts. However, the bank made 30%
and 50% of its home loans in low- and moderate-income census tracts respectively.

Table 6 - Geographic Distribution of Residential Real Estate Loans in NJ-PA AA

ESCS:JS Tract Income Low Moderate Middle Upper
0, 0, 0, 0,
% of AA % of % of AA % of % of AA % of % of AA % of
Owner Owner Owner Owner
Loan type X Number : Number ; Number ; Number
Occupied Occupied Occupied Occupied
. of Loans . of Loans . of Loans . of Loans
Housing Housing Housing Housing
Home Loan 9.60 30.00 22.54 55.00 | 19.91 10.00 47.95 5.00

Source: HMDA data for 2007-2009 and HUD updated, 2000 U.S. Census data

Business Loans

Based on the representative loan sample, the bank’s geographic distribution of business
loans reflects excellent dispersion through census tracts of different income levels. The
percent of loans made in low- and moderate-income census tracts significantly exceed
the percentage of businesses in each census tract. Businesses in the low-income
census tracts account for 22% or total 13,706, while businesses in moderate-income
census tracts account for 25% or total 15,466 of the total businesses within the NJ-PA
AA. The bank originated 44% number and 75% by dollar amount of its business loans,
within this AA, for businesses in low-income census tracts. The bank originated 40% of
its loans by number and 16.41% by dollar amount of its business loans, within this AA,
for businesses in moderate-income census tracts.
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Table 6A - Geographic Distribution of Loans to Businesses in NJ-PA AA

Census Tract Low Moderate Middle Upper
Income Level
% of % of % of % of
0, 0, 0, 0
Loan Type | gnenses | Number | it 2 [ Number | g0, [ Number | 0 | Number
of Loans of Loans of Loans of Loans
Commercial 22.34 44.00 25.21 40.00 14.10 12.00 38.35 4.00

Source: business loan data sampled from 2007-2009; Dun & Bradstreet data
Responses to Complaints

City National Bank of New Jersey has not received any CRA related consumer
complaints covering the evaluation period with respect to the bank’s lending
performance in this assessment area.

Lending to Borrowers of Different Incomes and to Businesses of Different Sizes
within the NY-NJ Assessment Area

The distribution of loans reflects reasonable penetration among borrower of different
incomes a