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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 safe and sound operation of the ingtitution.  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 The First National Bank of McGregor
prepared by the Office of the Comptroller of the Currency, the institution's supervisory agency, as
of February 11, 1999. The agency rates the CRA performance of an institution consistent with the
provisions set forth in Appendix A to 12 CFR Part 25.

INSTITUTION'S CRA RATING: Thisinstitution is assessed arating of Satisfactory.

The First Nationd Bank of McGregor’s (FNB) lending performance reflects a satisfactory responsveness
to community credit needs. The following highlights the bank’ s performance:

C The loan-to-deposit ratio is in line with most area banks' ratio and meets the standard for
satisfactory performance. FNB'’s|oan-to-deposit ratio averaged 57.7% from January 1996 to
December 1998, local competition averaged 49.5% for the same period.

C A magjority of the number and dollar volume, of loans originated from January 1996 through
February 1999 are in the bank’ s assessment area.

C Thedigtribution of borrowersreflectsasignificant level of lending to low- and moderate-income
families and small businesses and small farms within the bank’ s assessment area.

C FNB’ s assessment areadoes not contain any low- or moderate-incomecensustracts. Therefore,
an assessment of the geographic distribution of loansin the bank’ s assessment areawould not be
meaningful.

C The bank received no consumer complaintsconcerning its CRA performance sincethe April 30,

1996 examination.



The following table indicates the performance level of The First National Bank of McGregor with
respect to each of the five performance criteria.

SMALL
INSTITUTION THE FIRST NATIONAL BANK OF MCGREGOR
ASSESSMENT PERFORMANCE LEVELS

CRITERIA

Does not
Exceeds M eets meet
Standardsfor Standardsfor Standar dsfor
Satisfactory Satisfactory Satisfactory
Performance Performance Performance

L oan to Deposit
Ratio

Lendingin
Assessment
Area

Lending to
Borrowers of
Different
Incomes and to
Businesses of
Different sizes

Geographic Not assessed as there are no low- or moderate-income
Distribution of census tracts in the bank’ s assessment area.
Loans

Response to There have been no complaints received
Complaints since the last examination.




DESCRIPTION OF INSTITUTION

The Firgt Nationd Bank of McGregor hastota assets of $42 million with loanstotaing $22 million. The
bank has one office with a drive-through facility and an automated teller machine located in downtown
McGregor, Texas. FNB'’ s businessfocus has been on commercia, resdentia mortgage, and consumer
lending. Inaddition to theseloan products, the bank hasasignificant agricultural lending base aswell.
FNB also provides trust services for its customers.

Loans make up 52% of the bank’ stotal assets. Asof December 31, 1998, the loan portfolio consists of
the following primary categories.

L oan Portfolio Composition

Amount Per centage of

Loan Type (000's) GrossLoans
1 -4 Family Residential Loans $ 5,783 26%
Commercial Loans $ 5,048 23%
Commercial Real Estate L oans $ 2,935 13%
Consumer Loans $ 4,446 20%
Agricultural Loans $ 3,872 17%
Other Loans $ 317 1%
Total $ 22,401 100%

Ownership of the bank isvested in 66 shareholders. Threelocal businessmen own the mgjority of the
bank’ soutstanding stock. Thebank isaffiliated through common ownership with: Oglesby State Bank,
Ogleshy, Texas, EnnisBancshares, Inc., which controlsEnnis State Bank, Ennis, Texas, The State National
Bank of West, West, Texas, and Centrabank Corporation which controls Central National Bank,
Woodway, Texas.

There are no legal or financia factorsimpeding the bank’ s ability to help meet the credit needsin its
assessment area. The previous CRA examination is dated April 30, 1996.



DESCRIPTION OF ASSESSMENT AREAS

FNB’ sassessment areaincludesfour censustractsin the Southwest portion of McLennan County, Texas
and one censustract in the eastern portion of Coryell County, Texas. The assessment areaincludesthe
communities of McGregor, Moody, Crawford, and Oglesby. Based on 1990 Census data, two of the
censustractsin McLennan County are middle-income and two are upper-income. The censustractin
Coryell County is aso middle-income. With the exception of the small communitiesincluded in the
assessment area, the vast majority of the surrounding land istied to farming and ranching.

The bank’ s assessment area has apopul ation of 22,507, based on 1990 Census data. However, thearea
has experienced significant growth recently dueto its proximity to Waco, Texas, and what iscommonly
referredto as” urbanflight.” Waco islocated approximately twenty mileseast of McGregor, Texas. The
1990 median family income for FNB'’ s assessment areais $28,448. The HUD 1998 updated median
family incomefor thearea$39,560. Censusdataindicatesthat 88% of housing unitsare occupied and
12% are unoccupied. Lessthan half of 1% of available housing units are uninhabitable.

Credit needsidentified by community contactsin FNB’ sassessment areaincluded affordable housing,
home improvement, consumer, and small business/small farm loans.



CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA

Management isperforming satisfactorily in meeting the credit needs of the assessment areas, including low-
and moderate-income individuals, consistent with its resources and capabilities.

L oan-to-Deposit Ratio

Theloan-to-deposit ratio isin line with most areabanks' ratio and meets the standard for satisfactory
performance. FNB’sloan-to-deposit ratio averaged 57.7% from January 1996 to December 1998, local
competition averaged 49.5% for the same period. The bank’sloan-to-deposit ratio, as of December 31,
1998, is 58.9%.

Lending in the Assessment Area

A mgority of the number and dollar volume of loans originated from January 1996 through December 1998
arein the bank’ s assessment area. Based on information provided by the bank, 90% of the number and
73% of the dollar amount of loans were within FNB'’s assessment area. Loan sampling during the
examination supported thesefigures. HMDA datafor January 1996 through December 1998 reflected
75% of the number and 67% of the dollar amount of residential loans originated were in the bank’s
assessment area.

Lending to Borrowers of Different Incomes and to Businesses of Different Sizes

Theloan distribution to individual s with different income level s within the assessment area exceedsthe
standard for satisfactory performance. Our review of HMDA datafor January 1996 through December
1998, and asampleof consumer loans, indicated that lending activity tolow- and moderate-incomefamilies
significantly exceeded demographic characteristics of the assessment area. Thedetailsof our review are
reflected in the following table.



L oan Sample Distribution by Income Group

L ow M oder ate Middle Upper Total
Income Income Income Income # of
Families Families Families Families Families
Area 14% 18% 23% 45% 100%
Demographic
Characteristics
# of Families 921 1,144 1,475 2,938 6,478
Loan Type # % # % # % # % # %
Consumer 17 | 42% | 12 | 30% 8 20% 3 8% 40 | 100
Residential 11 | 11% | 26 [ 26% | 24 | 24% | 39 | 39% | 100 | 100
Total 28 [ 20% | 38 | 27% | 32 [23% | 42 | 30% | 140 | 100

Wead soreviewed 39 commercid and agricultura loansto determinethedistribution among businessesand
farmsof differentincomelevels. Our analysisreflected agood dispersion, given the bank’ semphasison
smdl businessand small farm lending, with 82% of commercid and agricultura loans being granted to
entitieshaving grossrevenuesof lessthan $1 million. Detailsof our review arereflected in thefollowing

table.
L ending to Businesses of Different Sizes

Gross Less than 100,000~ 250,000- More than
Revenues $ 100,000 250,000 1,000,000 1,000,000 Total
Loan Type # % # % # % # % # %
Commercial 10 | 42% 2 8% 6 25% 6 25% | 24 | 100
Agricultural 11 | 73% 2 13% 1 7% 1 7% 15 | 100
Total 21 | 54% 4 10% 7 18% 7 18% | 39 100




Geographic Distribution of L oans
FNB'’s assessment area does not contain any low- or moderate-income level census tracts or block

numbering areas. Ananaysisof the geographic distribution of the bank’ sloan would not provide any
meaningful information.

Responseto Complaints

The bank received no consumer complaints concerning its CRA performance sincethe April 30, 1996
examination.

Other Pertinent Information

A Fair Lending examination was performed in conjunction with this eva uation and found no evidence of
disparate treatment or discriminatory practices.



