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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federd financid supervisory agency to use its
authority when examining financid ingtitutions subject to its supervison, to assessthe inditution's record of
meeting the credit needs of its entire community, including low- and moderate-income (LMI)
neighborhoods, consstent with the safe and sound operation of the ingtitution. Upon concluson of such
examination, the agency must prepare a written evauation of the indtitution's record of meeting the credit
needs of its community.

This document is an evduation of the CRA performance of Logt Pines Nationd Bank (LP), Smithville,
Texas, prepared by the Office of the Comptroller of the Currency, the inditutiorrs supervisory agency, as

of November 4, 1999. The agency rates the CRA performance of an inditution consstent with the
provisons st forth in Appendix A to 12 CFR Part 25.

INSTITUTION=S CRA RATING: Thisinditution israted ASatisfactory.@

C LP-slending performance is satisfactory given its size, financid condition, and known credit needs
in its assessment area

C The loan-to-deposit (LTD) ratio is satisfactory and averaged 63% since our last examination.

C A subgantid mgority of LP-sloans are within its assessment area.

C L P has demondrated a stisfactory willingnessto extend loansto individuds of varying incomes and
smdl businesses of different Szes.

C The geographic digribution of loansis reasonable and congstent with the demographic composition
of the assessment area.

C There have been no complaints with respect to LP-s CRA performance.

The following pages further describe LP-s CRA performance.



DESCRIPTION OF INSTITUTION

LPisa38 million (MM) inditution located in Smithville, Texas, goproximatdy 60 miles Southeast of Audtin,
Texas. Thisbank is 100% owned by Logt Pines Bancshares -Delaware (Delaware), a one bank holding
company. Deaware is 100% owned by Lost Pines Bancshares, Inc. (Bancshares) which is located in
Smithville. Totd assets of Bancshares as of June 30, 1999 were 3,053 thousand (M). In addition to the
main office, LP has one additiond full service bank office located in Badtrop, Texas. One autométic teller
machine (ATM) and drive-in facility are located at each office.

LP-s principa focus is to promote economic development in its assessment area through its lending
programs and community involvement. LP:s primary lending products include resdentid red edate,
commercial-related red estate, and consumer loans. Net |oans as of September 30, 1999, comprise 54%
of total assets. The following reflects a detailed breakdown of LP-s loan portfolio as of September 30,
1999.

Loan Type Dollar Amount (000's) % of Total Loans
Real Estate (RE) Construction 2,286 110
RE Farmland 705 34
RE Residential (1-4) 7427 357
RE Multi-family Residential 532 26
RE Nonfarm Nonresidential 3,398 164
Agricultural Production 278 14
Commercia and Industrial 2077 10.0
Consumer Loans 2,958 142
Obligations-Political Subdivisions 517 24
Other 597 29
Total 20,775 100.0

Bank lobby services are provided Monday through Friday a each office. Drive-through services are
provided Monday through Saturday at both locations. LP faces primary competition from three area banks
and other competitors such as savings and loans, credit unions, and investment brokerage firms. Tota



asats of the three competing banks range between 7IMM and 185MM. Based on its financid condition,
the loca economy, product offerings, competition, and prior performance, LP has the ability to meet the
various credit needs in its community. LP has a 24-hour telephone audio response system which alows
customers to obtain account balance information and transfer funds. At the last CRA examination in
February 20, 1997, LP=s CRA rating was ASatisfactory.f No legd impediments or other factors
hinder the bank:=s ability to provide credit in its assessment area.

DESCRIPTION OF ASSESSMENT AREA

LP-s assessment area includes al of Basirop County which is located in the Augtin-San Marcos
Metropolitan Statistica Area(MSA). Thisareaiincludesthe cities of Smithville, Bastrop, Elgin, and smdler
communities such as Cedar Creek, Paige, and Red Rock. This area meets the requirements of the
regulation and does not arbitrarily exclude LMI geographies. Based on 1990 U.S. Census data, Bastrop
County has a population of 38M. The assessment area includes three moderate-income tracts and five
middle-income tracts. According to the 1990 housing data as provided in the census, there are 16M
housing unitsin the bank=s assessment area of which 64% are owner occupied, 18% are renter occupied,
and 18% are vacant. The median year built for housing was 1976, with a median vaue of 53M.

Approximately 28% of the families in the assessment area are considered low-income. Moderate-income
families comprise 21% of the population, while middle- and upper-income families comprise the remaining
51%. Approximately 18% of the households are below the poverty level. Theloca economy is congdered
very good with an unemployment rate of just over 4%. Primary industries within the assessment area
include light manufacturing, commercid real estate congruction, hedth care indudtry, retall trade, and
sarvices. Mgor employersinclude Bastrop County, Smithville Independent School Didrict, University of
Texas Science Center, Union Pacific Railroad, and Smithville Regiond Hospital. Income data from the
1990 census reved ed that the weighted-average median family income for thisareais 28M. Updated 1999
information indicates that the wel ghted-average median family income has increased to 55M.

In order to gather more current information on the nature of the community and potentid lending
opportunities in the assessment area, we contacted one community leader during this examination. This
contact is the City Manager for Smithville. Thisindividua mentioned that he was not aware of any unmet
credit needs. He further stated that LP is active in the community and responsive to credit needsin the
assessment area.

CoNcLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA

Management is performing satisfactorily in meeting the credit needs of the assessment areg, including LMI
individuas and areas, consstent with its resources and capabilities.



L oan-to-Deposit Ratio

LP-s LTD ratio is stisfactory, given its asset Sze, financia condition, and lending opportunities in the
assessment area. Sincethe last CRA examindtion, the LTD ratio has remained fairly stable from 60% on
March 31, 1997, to 59% percent on September 30, 1999. The average LTD ratio over the past 11
quarters was 63%, which represents an increase from an average 56% during the previous examination.
This performance isin line with competing banks heedquartered in Bastrop County which averaged 60%
during the 10 quarters ending June 30, 1999.

Inlate 1998, LP garted aloan program whereby fixed rate mortgage loans are originated by the bank and
then sold to Texas Independent Bank (T1B) shortly after funding. Since November 1998, LP originated
22 mortgage loans totaling 2,055M which were sold to TIB. Had these loans remained on the bank-s
books, the LTD ratio would have been dightly higher.

Lending in the Assessment Area

A subgtantid mgority of the bank=sloansare within its assessment area. Using Home Mortgage Disclosure
Act (HMDA) information since the last examination and interna reports provided by management, we
performed an andysis of mortgage and consumer lending patterns originated within the assessment area.
Our andysis determined that 94% of the number and 91% of the dollar amount of mortgege-related loans
were made within the bank=s assessment area.  In addition, a random sample of 38 consumer loans
determined that 82% of the number and 79% of the dollar amount were aso made within the assessment
area.

Lending to Borrowers of Different Incomes and Businesses of Different Sizes

Theloan portfolio reflects a satisfactory digtribution of mortgage and consumer loans among individuas of
variousincome levels and a satisfactory disperson to businesses of different Szes. In order to assessthis
bank:s performance in this criteria, we used HMDA information relaive to mortgage loan products
originated snce the last examination, and a sample of consumer and business loans originated during the
same period. Our andysisindicates that LP lends to al applicants, regardiess of their income category.

Based on the 1990 census data, low-income families comprise 28% of the assessment area while
moderate-income families comprise 21%. Our analysis determined that 23% of mortgage loans and 38%
of consumer loans were made to low-income families. Additionally, 24% of mortgage loans and 34% of
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consumer loans were made to moderate-income families. In summary, thisleve of lending to LMI families
is conddered good in relation to the nature of the community, competition, and available lending
opportunities. The table listed below summarizes our anadlyss of lending activity in the assessment area by

different incomes levds.

Loansto Borrowers of Different Income Levels
Low Moderate Middle Upper
Income Income Income Income
Families Families Families Families
Total
Area 28.26% 21.17% 23.74% 26.83% 100.00%
Demogr aphics
2,892 2,167 2,430 2,746 10,235
# of Families
# % # % # % # % # %
Mortgage/Home
Improvement/
Refinanced Loan
Didtribution 24 25 | 24% | 22 | 22% | 31 | 31% | 102 | 100
23% %
Consumer Loan
Didtribution 10 9 | 34% 3 | 12% 4 | 16% 26 | 100
38% %
Combined Loan
Didribution 34 34 | 27% | 25 | 20% | 35 | 26% | 128 | 100
27% %

LP originates a satisfactory number of commercid red edtae, avast mgority of which have been made to
Asmd| businessesl with revenues less than IMM. Management continues to focus on providing loans thet
will enhance the loca economy. The chart below reflects the results of our andysis of a sample of 23
commercid red edtate loans originated since the last examination.



L oans to Small Businesses

Revenue $101IM -- | $251M - | $501M --
Ranges <$100M | $250M $500M | $1 MM > $1
MM

#| % | # | % | # | D | #| % | #| %

Commercid RE 9139 10 | 43 1| 4% | 1| 4%| 2|10
% % %

Geographic Distribution of Loans

The geographic digtribution of LP-s loans is reasonable given the demographics of the assessment area,
including the location of the population within Bastrop County. Our analysis included dl mortgege-rdated
loans and a sample of consumer loans originated since the last examination. Our sample reveded that the
geographic digtribution of loans does reflect the make-up of the bank:=s assessment area.

Of the eight census tracts that are applicable to L P-s assessment area, three tracts or 38% are moderate-
income and five tracts or 62% are middle-income. Our loan sample reveded that 56% of the mortgage and
42% of the consumer loans were made within moderate-income censustracts. Such leve of performance
IS not surprising given that most of these loans originated within the boundaries of Smithville which is a
moderate-income tract.

The chart below reflects the results of our evauation of the geographic digtribution of mortgage and
consumer loans originated within the bank=s assessment area since the last examination.

Geographic Distribution of L oans By Census Tracts
Low Moderate Middle Upper

Income Income Income Income Total

Areas Areas Areas Areas
Area Demographic
Characterigtics 0% 38% 63% 0% 100%
Number of Census
Tracts 0 3 5 0 52

| | | | |




Mortgage

Purchases/Refinance
/Home Improvement 0 0% 58 | 56% | 45 | 44% 0 0% | 103 | 100
%

Consumer 0 0% 11 [ 42% | 15 | 58% | O 0% | 26 | 100
%

Combined Tota 0 0% 69 | 53% | 60 [4/% | O 0% | 129 | 100
%

Responseto Complaints

No complaints relating to CRA performance have been received by LP.

Compliance with Fair Lending Laws and Regulations

A far lending examination was conducted as part of a compliance examination of LP. Our review of
consumer loans secured by used vehicles determined that the bank is in compliance with the substantive
provisons of the antidiscrimination laws and regulations. No far lending violaions were identified.



