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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 institution's record of meeting the credit needs of its entire
community, including low- and moderate-income neighborhoods, consistent with 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 Community Reinvestment Act (CRA) performance
of Penn Central National Bankrepared by The Office of the Comptroller of the
Currency, the institution's supervisory agency, as of June 7, 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:This institution is rated SATISFACTORY.

Maj or factors supporting the overall rating for Penn Central
Nati onal Bank include the foll ow ng:

. Loan Distribution anong borrowers of different incomes and
smal | business is reasonabl e.

. The dispersion of residential and consumer |oans anpng
vari ous geographi es i s reasonabl e.

. The majority of residential nortgage and consumer |oans are
originated within the bank’s assessnment area.

DESCRI PTI ON OF | NSTI TUTI ON



Penn Central National Bank (PCNB) is a $182 million comunity
bank | ocated in central Huntingdon County. The bank is
headquartered approximately, 30 mles from State Col | ege,

Pennsyl vani a and 150 mles east of Pittsburgh, Pennsylvania. The
bank is a subsidiary of Omega Financial Corporation. Orega

Fi nanci al Corporation is a three bank hol di ng conpany with over
$1 billion in assets, which is located in State Coll ege,

Pennsyl vania. The | argest subsidiary of the holding conpany is
Orega Bank NA, which is also located in State College. PCNB is a
full service bank offering a w de range of deposit and | oan
products. Loan products include residential real estate
nor t gages, consuner and commerci al | oans.

Net | oans represent 53% of PCNB' s total assets. PCNB s |oan
portfolio is broken down by dollar volune as follows: 54%
residential real estate, 21% commercial real estate |oans, 9%
consuner | oans and 8% comercial |oans. There are no financi al
or legal inpedinents that would preclude PCNB from | endi ng.

PCNB has six branch locations. Two offices, including the main
office are located in Huntingdon, Pennsylvania. Three additional
branches are | ocated within Huntingdon County in Al exandri a,
Mount Uni on, and Wodcock Valley. A sixth branch office is

| ocated in Saxon in Bedford County. ATMs are also |ocated

t hroughout the area. The bank has three ATMs in Huntingdon, two
in Mount Union, and one each in Al exandria and Saxon.

Competition consists of a variety of other noderately sized | ocal
institutions with total assets between $100 nmillion and $350
mllion, as well as non-bank financial institutions. Sone |arger
financial institutions based in Pittsburgh, Pennsylvania have a
presence within the bank’s assessnent area. However, the bank
does not view these |arger, non-local institutions as primary
conpetition for its custoner base.

DESCRI PTI ON OF ASSESSMENT AREA

PCNB has identified twenty-four geographies in Huntingdon and
Bedford Counties as its assessnment area. Thirteen geographies
are located in Huntingdon County and el even geographies are

| ocated in Bedford County. The assessnent area i s conprised
primarily of mddle income geographies. There are two noderat e-
i ncone geographies in Bedford County and one noderate-i ncone
geography in Huntingdon County. The assessnent area contains no
| ow or upper- inconme geographies. The bank operates no branches
or ATMs within a Metropolitan Statistical Area (MSA.) The
Pennsyl vani a non- MSA nmedi an fam |y incone is $35,200. The
assessnent area conplies with all regulatory requirenents and
does not arbitrarily exclude | ow or noderate-incone areas.

The bank’ s assessnent area consists predominantly of small town
and rural communities. The popul ation of PCNB' s assessnent area
as of the 1990 census was 92, 083. Denographic data coll ected



during the 1990 census reports the nedian famly inconme to be
$26, 542 for the
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assessnent area of the bank. Denobgraphic data gathered during
the 1990 census also reports that within the bank’s assessnent
area, owner occupi ed housing represents 64% of housing units and
t he medi an housi ng val ue equal s $45, 133. \WAge or sal aried jobs
support the mpjority (71% of househol ds.

Bank managenent confirned that primary industries in the
assessnment area include manufacturing, small business, tourism
and agriculture. The manufacturing industry enploys
approximately 33% of the workforce. Therefore, the |ocal econony
is largely dependent upon eight |ocal manufacturing conpanies
that are diversified by product, but generally seasonal in
nature. Local manufacturers produce a variety of products

i ncluding electronics, glass fiber, and school supplies. Al but
one of these manufacturers has recently been forced to reduce its
wor kforce as a result of East Asian market instability.

Governnent al so represents a significant enploynent category in
the area. State correctional facilities are |ocated in

Hunti ngdon and Smthfield. Local enployers also include a | ocal
coll ege, hospital and geriatric care facility. The retail trade
and service sector also provides sone enpl oynment opportunities.
However, local growmh in this sector is slow conpared to the
national rate of expansion.

Bank managenent advised that the econom c condition of the
assessnment area i s stagnant. Local unenploynent | evels are the
hi ghest in the state and hi gher than the national average.

Di scussions with managenent confirmed that within their
assessnent area, credit needs continue to be concentrated
primarily in residential nortgage, consunmer and small business

| ending. PCNB has denonstrated it’s commtnent to nortgage

l ending by remaining within the top 25% of |ocal |enders
originating real estate nortgages through the first quarter of
1999.

Exam ners contacted the Executive Director of a non-profit

organi zation that pronotes econom c devel opnent in Huntingdon
County. The contact identified a community credit need for snall
busi ness, residential and consuner |ending, including hone

i nprovenent |oans in the Huntingdon County area. The contact

i ndi cated that |ocal community banks are exceptionally responsive
to coomunity credit needs. According to the contact, |ocal banks
actively participate in community devel opnment rel ated projects.
The contact specifically identified PCNB as the single |argest
contributor of capital for the devel opnent of a new industrial
park. The contact also indicated that PCNB initiated the

est abl i shment of the Huntingdon Econom c Loan Pool (HELP). HELP
was designed to provide funding for comunity devel opnent
projects by pooling funding fromfive, |ocal, menber banks.



SAMPLI NG

Busi ness, residential nortgage and consuner | oan data was

coll ected fromthe bank through a random sanple of residential
nort gage | oans and consuner | oans originated to borrowers |ocated
i nside and outside of the bank’s assessnent area. Since the bank
experienced no significant changes in residential nortgage and
consuner | ending patterns during the years since the previous CRA
eval uation, 1998 data was used to represent |ending throughout
the entire period.
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The size of the nortgage | oan sanple in nunber and dollars ranged
from35 to 38 and $2.5 to $2.8 mllion, respectively. The
consumner | oan sanple in nunber and dollars ranged from28 to 40
and $260 to $360 thousand, respectively. The size of the
nort gage and consuner |oan sanples varied based on availability
of income or geographic information.

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A

Loan to Deposit Analysis

y The loan to deposit ratio is reasonable conpared to | ocal
peer banks and is trendi ng upward.

PCNB's | oan to deposit ratio neets the performance standard. The
| oan to deposit ratio denonstrates the bank’s commtnent to
lending in the coomunity. The |oan to deposit ratio over the
past 14 quarters averages 65% The |loan to deposit ratio
conpares reasonably to the | evel of |ending achieved by the
bank’ s | ocal and national peer group which both averaged 76% over
the sane 14 quarters. The loan to deposit ratio has al so
generally trended upward since 6/30/98, increasing from62%to
65% at 3/31/99. The local peer bank ratio included fourteen

| ocal Pennsyl vani a banks with an asset size of $250 mllion or

| ess, operating within a six county area.

Lendi ng i n Assessnent Area

y The majority of sanpled residential nortgage and consuner
| oans are originated within the bank’s assessnment area.

PCNB's lending in their assessnment area neets the performance
standard. The bank |l ends actively within its assessnent area.
Resi denti al nortgage and consuner | oan originations by the bank
to borrowers located within its assessnent area total ed 79% of
all loans and 88% of all |oan dollars sanpl ed.



Lending to Borrowers of Different |Incones and Busi nesses of
Different Sizes

PCNB's | ending to borrowers of different inconme |evels and
busi nesses of different sizes neets the performance standard and
is a reasonable reflection of area denographi cs.

Resi denti al Mrtgage and Consunmer Lendi ng

y The distribution of sanpled nortgage and consuner | oans

i ndi cates a reasonable record of |ending to borrowers of
different income |evels.

Overall, the distribution of sanpl ed | oans anong borrowers of
different income levels is reasonable. The bank’s |evel of
| ending to | ow and noderate-incone borrowers is reasonabl e

4
conpared to area denographics. For exanple, during 1998, | ending
to | ow and noderate- inconme borrowers represented 10% and 23% of
| oan vol une and 1% and 10% of | oan dollars respectively.

Al t hough, our sanple did not include nortgage |oans to | ow i ncone
individuals, this is reasonabl e based on the following. Qur |oan
sanpl e was i npacted by the fact that PCNB offers

Pennsyl vani a Fi nanci al Housi ng Agency (PFHA) | oans through their
affiliate Orega Bank, N.A. PFHA | oans offer | ower than narket
interest rates to borrowers with qualifying inconme |evels. Lower
i ncome borrowers are directed toward these nortgages which are
originated at Orega Bank, N. A rather than at PCNB. |n addition,
PCNB faces strong conpetition fromlocal and non-bank financi al
institutions that waive title insurance and other fees as well as
offer a fixed interest rate over an extended term

PCNB' s | evel of consumer lending to borrowers of |ow and

noder ate- incone |l evels conpares favorably wi th AA denographics.
For exanple, during 1998, lending to | ow and noderate- incomne
borrowers represented 20% and 28% of consuner | oan vol une and 10%
and 16% of consuner | oan dollars, respectively.

The followi ng table details the nortgage and consuner | oans
originated by PCNB to | ow and noderate-income borrowers as
conpared to the percentage of |ow and noderate- inconme famlies
in the popul ati on of the bank’s assessnent area.

LENDING TO BORROWERS OF DIFFERENT INCOME LEVELS

LOW MODERATE M DDLE UPPER
INCOME INCOME I NCOVE I NCOVE TOTAL
FAMILIES FAMILIES FAM LI ES FAM LI ES FAM LI ES
ASSESSVENT
AREA 21% 21% 26% 31% 100%
POPULATI ON ’ ° 0 ° o




HHH $000s HHHE $000s HHH $000s HHH $000s HHH $000s
RESIDENTIAL
MORTGAGE 0 0 7 $249 12 $786 19 $1,755 38 $2,790
LOANS

0% 0% 18% 9% 32% 28% 50% 63% 100% 100%

CONSUMER
LOANS 8 $35 11 $57 9 $56 2 $213 40 $361

20% 10% 28% 16% 23% 15% 30% 59% 100% 100%

Busi ness Lendi ng

y PCNB has denpnstrated a conmmtnent to small business with

80% of sanpl ed business | oans originated to | ocal snal
busi nesses
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Smal | business | oans are defined as those | oans nmade to
enterpri ses whose annual, gross revenues are $1 mllion or |ess.
The vol une of reporting businesses in the bank’s AA with gross
revenues less than $1 mllion represent 77% of total businesses.

O all sampled |loans originated by PCNB t o busi nesses during
1998, 80% of the total nunber of business |oans and 32% of total
busi ness | oan dollars were originated to small businesses.

Geographic Distribution of Loans

y PCNB' s distribution of sanpled residential and consuner
| oans anong vari ous geographi es is reasonable.

PCNB' s geographic distribution of |oans neets the performance
standard. Overall, the bank’s geographic distribution of |oans
denonstrates a reasonabl e di spersion throughout the AA.  VWile
nortgage | oan originations in noderate-incone geographies are
reasonabl e gi ven area denographi cs, consunmer |oan originations in
noder at e-i ncome geogr aphi es are strong.

None of the nortgage | oans sanpled were originated in noderate-

i ncone geographies. However, bank data reveal ed that for
residential nortgage |oans outstanding in 1998, nortgages | ocated
i n noder at e-i ncone geographi es represented 11% of total

nortgages. PCNB' s geographic distribution of nortgages is not
unr easonabl e considering the limted availability of nortgage

| endi ng opportunities wthin noderate-incone geographies. For
exanple, of all purchase and refinanced nortgages origi nated by
HVDA | enders within the AAin 1997, only 5% were |located in
noder at e-i nconme geographies. Additionally, only 12% of owner



occupi ed housing existing in the assessnent area is |ocated

wi t hi n noder ate-i nconme geographies. Limted opportunity to
originate nortgages in noderate-incone geographies is exacerbated
by strong conpetition from non-bank institutions as described
earlier on page 5.

Additionally, PCNB operates a branch within the only noderat e-

i ncone geography in Huntingdon County, the county in which al

but one PCNB branch is |located. The popul ation of the noderate-

i ncone geography represents only 3% of the popul ation of the
assessnment area. The remai ning two noderate-incone geographies
are located in Bedford County well south of all six PCNB branches
clustered to the north. One of the noderate-incone geographies
houses the headquarters of a najor conpetitor, resulting in

m ni mal demand for PCNB nortgages fromthis geography.

The follow ng table details nortgage |oans originated by PCNB to
borrowers | ocated within

| ow-, noderate-, mddle- and upper-incone geographies as
conpared to the representation of owner occupied housing to | ow,
noder ate-, m ddl e- and upper-incone geographies within the bank’s
assessnent area.
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GEOGRAPHIC DISTRIBUTION OF MORTGAGE LOANS

LOW MODERATE M DDLE UPPER

INCOME INCOME NCOVE I NCOVE TOTAL

GEOGRAPHIES GEOGRAPHIES GEQCGRAPHI ES GEQCGRAPHI ES GEQOGRAPHI ES
OMER
OCCUPI ED
HOUSI NG 0% 12% 88% 0% 100%

HHHH Bt

HitHH $000s Hit# $000s $000s H#Hit# $000s $000s
RESI DENTI AL
MORTGAGE $0 $2, 505 $0 35
LOANS 0 0 0 35 0 $2, 505

0%
0% 0% 0% 0% 100% 0% 0% 100% 100%

The bank’s | evel of consumer |oan originations to borrowers

| ocated within noderate-income geographi es conpares favorably to
area denographics. For exanple, consuner |oans originated to
borrowers | ocated within noderate- and m ddl e-i ncome geogr aphi es
represented 18% and 82% of consumer | oan vol unme and 22% and 78%
of dollars, respectively. Conparatively, denographic data

i ndi cates that the popul ati on of noderate- and m ddl e-i ncone
geographi es represents 12% and 88% of the popul ation within the
AA.




The follow ng table details consunmer |oans originated by PCNB to
borrowers | ocated within | ow, noderate-, mddle- and upper-

i ncone geographies as conpared to the representation of the
popul ati on of |ow, noderate-, mddle- and upper-incone
geographies within the bank’s assessnent area.

GEOGRAPHIC DISTRIBUTION OF CONSUMER LOANS

LOW MODERATE M DDLE UPPER

| NCOVE | NCOVE | NCOVE | NCOVE TOTAL

GEOGRAPHI ES GEOGRAPHI ES GEOGRAPHI ES GEOGRAPHI ES GEOGRAPHI ES
ASSESSMENT
AREA
POPULATI ON 0% 12% 88% 0% 100%

HHH#H

HitHH $000s HitHH $000s $000s HitHH $000s HHHHH $000s
CONSUMER
LOANS 5 $56 23 $204 $0 28 $260

0 0 0

18% 22%
0% 0% 82% 78% 0% 0% 100% 100%

Response to Conpl ai nts

No conpl ai nts have been received since the | ast exam nation.
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Record of Conpliance with Anti-Discrimnation Laws

A fair lending exam nati on was perforned concurrently with this
exam nation. Examiners found no violations of antidiscrimnatio
| aws and regul ations. The bank has appropriate policies,
procedures, and training prograns in place to prevent
discrimnatory or other illegal practices.
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