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Genera Information

The Community Reinvestment Act (CRA) requires each federa financid supervisory agency to useits
authority when examining financid ingitutions subject to its supervison, to assess the ingtitution’ s record
of meeting the credit needs of its entire community, including low- and moderate- income
neighborhoods, congstent with safe and sound operation of the ingtitution.  Upon conclusion of such
examination, the agency must prepare awritten evauation of the inditution’s record of meeting the
credit needs of its community.

This document is an evduation of the CRA performance of EFS National Bank, prepared by
The Office of the Comptroaller of the Currency, theingditution’s supervisory agency, as of
October 18, 1999. The agency evauates performance in assessment arex(s), asthey are
delinested by the indtitution, rather than individua branches. This assessment area evauation
may include the vidits to some, but not necessarily dl of the indtitution’s branches. The agency
rates the CRA performance of an inditution consstent with the provisions set forth in Appendix
A to 12 CFR Part 25.
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Definitions and Common Abbreviations

The following terms and abbreviations are used throughout this Performance Evaduation. The definitions
are intended to provide the reader with a genera understanding of the terms, not a strict legd definition.

Affiliate - Any company that contrals, is controlled by, or is under common control by another
company. A company isunder common control with another company if both companies are directly
or indirectly controlled by the same company. A bank subsidiary is controlled by the bank and is,
therefore, an ffiliate.

Assessment Area (AA) - A geographic areawhich conssts generally of one or more MSAs (using the
MSA boundaries that were in effect as of January 1 of the caendar year in which the ddinedtion is
made) or one or more contiguous palitical subdivisons, such as counties, cities, or towns, in which the
bank has its main office, branches, and deposit-taking ATMs.

Benefit to Assessment Area - A qudified Community Deveopment activity benefits the assessment
arealif (i) the activity benefits areas within the assessment ares, or (i) the activity benefits a broader
statewide or regiona area that includes the bank’ s assessment area. If abank has adequately
addressed the needs of its assessment area, then the OCC also considers activities submitted by the
bank that benefit areas outside of its assessment area.

Block Numbering Area (BNA) - Satisticd subdivisons of countiesin which census tracts have not
been established. The United States Census Bureau has established BNAS in conjunction with state
agencies.

Census Tract (CT) - Small, locdly defined satistical areas within metropolitan areas. These areas are
determined by the United States Census Bureau in an attempt to group homogenous populations. A CT
has defined boundaries per ten year census and an average population of 4,000.

Community Development (CD) - Affordable housing for low- or moderate-income individuds,
community services targeted to low- or moderate-income individuas; activities that promote economic
development by financing businesses or farms that meet the sze digibility sandards of the Small
Business Adminigration’s Development Company or Smal Business Investment Company programs
(13 CFR 121.301) or have gross annud revenues of $1 million or less; or activities that revitdize or
stabilize low- or moderate-income geographies.

Community Reinvestment Act (CRA) - The Statute that requires the OCC to evduate abank’s
record of meeting the credit needs of itslocad community, consstent with safe and sound operation of
the bank, and to take this record into account when eval uating certain corporate applications filed by the
bank.

Geography - A censustract or ablock numbering area ddlineated by the United States Bureau of the
Censusin the most recent decennia census.
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Limited Purpose I ngtitution - An ingtitution that offers only anarrow product line (such as credit
cards or automobile loans) to aregiond or broader market and for which a designation asalimited
purpose bank isin effect, in accordance with 12 CFR 25.25(b). A limited-purpose ingtitution continues
to meet the narrow product line requirement if it only infrequently provides other types of loans.

Median Family Income (MFI) - The median income determined by the United States Census Bureau
every ten years and used to determine the income level category of geographies. Also, the median
income determined by the Department of Housing and Urban Development annudly that is used to
determine theincome leve category of individuas. For any given area, the median isthe point a which
hdf of the families have income aboveit and haf below it.

L ow-Income Family or Geography - Anincome levd that is less than 50% of the MFI.

M oder ate-lncome Family or Geography - Anincome level that isat least 50% and less than

80% of the MFI.

Middle-Income Family or Geography - Anincome levd that is at least 80% and less than 120%

of the MFI.

Upper-Income Family or Geography - Anincome leve that is 120% or more of the MFI.

Metropolitan Statistical Area (M SA) - Areadefined by the Director of the United States Office of
Management and Budget. MSAS consist of one or more counties, including large population centers
and nearby communities that have a high degree of interaction.

Net Operating Income - As defined by the Consolidated Report of Condition and Income, income
before adjusting for extraordinary items.

Qualified Investment - A lawful investment, deposit, membership share, or grant that has asits
primary purpose community devel opment.

Small Businesses - Businesses with revenues less than or equa to $1 million as reflected in the Dun &
Bradstreet Business Demographic Data.

Tier 1 Capital - Thetotal of common shareholders equity, perpetud preferred shareholders equity with
noncumulative dividends, retained earnings and minority interests in the equity accounts of consolidated
subsidiaries.

Total Assets - Tota bank assets as defined by the Consolidated Report of Condition and Income.

Total Income - From the Consolidated Report of Condition and Income -- Interest income plus
noninterest income.
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Scope of the Examination

In evauating the bank’ s performance under the CRA, we reviewed community development activities
from January 1, 1997 through October 18, 1999. We reviewed the level and nature of qudified
investments, community development lending, and community development services. At the bank’s
option, we aso consdered community development activity provided by its affiliates. At the prior
examination dated December 19, 1996, we rated the bank Satisfactory. During this evauation, the
bank presented for our review community development loans, investment securities, charitable
contributiong/grants, and community development services.

Ingtitution’s CRA rating:
Thisingtitution israted “ Satisfactory”.
The mgor characteristics that support thisrating are:

EFS Nationd Bank demongtrates an adequate level of community development lending, community
development sarvices, and qudified invesment activity. One of its invesmentsis not routindy
provided by private investors.

The bank demongtrates no use of innovative and/or complex qudified investments, community
development loans, or community development services.

The bank demonstrates adequate respongveness to credit and community development needsin its
assessment area.

Description of Institution

EFS Nationad Bank (EFSNB) is headquartered in Memphis, Tennessee. It does not have any
branches. EFSNB was designated a limited purpose ingtitution for CRA on July 3, 1996. EFSNB
currently has two primary types of businesslines. (1) bank card authorization, data capture and
payment services, and (2) cash payment, transfer and billing services for trucking companies and
truck stops. The bank was chartered in 1992. It began opening consumer deposit accountsin
1994 and began handling direct deposit of payrollsinto individua deposit accounts for trucking
companies and their employeesin 1996.

According to its articles of association as approved by OCC, EFSNB's credit products are limited
to extensons of credit in connection with its two primary types of business and through the issuance
of credit cards. The bank currently issues credit cards reated to its trucking company services,
only. There are no additiond legd, financid or other factors impeding the bank's ability to help meet
the credit needs in its assessment area (AA).
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EFSNB iswholly owned by a bank holding company, Concord EFS, Inc.(Concord), aso
headquartered in Memphis. As of year-end 1998, Concord had total assets of $520 million and
Tier 1 capital of $318 million. In addition to the nationa bank, Concord owns afederal savings
bank and severd other subsdiaries. They operate together in providing payment services, including
merchant processing, cash card and forwarding services primarily for the trucking industry; check
authorization and collection services for supermarkets and drug store chains; eectronic funds
trandfer servicesfor financid inditutions; and the sale or lease of terminas and communications
equipment.

Table 1 reflects relevant financia information and provides a perspective on the bank's capacity to
help meet the credit needs of its assessment area.

Table 1. Financial Information (000s)

Year-end Year-end Quarter-end Averagefor

1997 1998 06/30/99 Evaluation
Period
Tier 1 Capital 141,729 187,109 209,365 179,401
Total Income 232,801 336,087 393,886 320,925
Net Operating 42,420 58,952 59,752 53,708

Income

Total Assets 244,271 327,594 380,636 317,500

Source: Consolidated Report of Condition and Income and bank reported data.
Description of Assessment Area

EFSNB has one assessment areac Shelby County, Tennessee. Shelby County is one of five countiesin
MSA 4920, "Memphis, TN-AR-MS". The assessment area meets legd requirements.

Shelby County contains urban, suburban, and rurd areas. The HUD updated median family income for
1999 is $48,600, compared to the 1990 census median of $31,900. Shelby County, of which the City
of Memphisis a part, accounts for the mgority of the population in the MSA. In 1990, Shelby County
population was approximately 826 thousand and the MSA population was gpproximately 1 million.
Approximately 17% of the households in Shelby County were below the poverty level. Asof 1997, the
predominant industries, both in terms of number of employees and number of establishments are service
and retall trade. Shelby County isamgor distribution center and the largest employer is Federd
Express, which is heedquartered in Memphis. Unemployment istypicaly higher in the Shelby County
than in other parts of Tennessee; as of 1998, the MSA unemployment rate was 3.69%.

Additional demographic dataisdisplayedin Table 2.
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Table 2: Assessment Area Description

Number L ow Moderate | Middle Upper NA
Tracts 185 23% 22% 22% 29% 4%
Families 213,632 23% 15% 19% 42% na
Small 22,162 11% 14% 25% 50% na
Businesses

Source:  Demographic Data - 1990 U.S. Census, Dun & Bradstreet Data

One community contact was performed during the examination with a not-for-profit organization that
provides affordable housing for low- and moderate-income families. In addition, five community
contact reports prepared by other bank regulatory agencies during the evauation period were reviewed.
Community development needs and opportunities were determined to be asfollows:

Partner or collaborate with not-for profit organizations to provide affordable housing.
Provide assstance in obtaining grants from the Federa Home Loan Bank of Cincinnati's
Affordable Housing Program.

Provide funding to the Memphis (City Government) Housing Resource Center to foster new
home ownership in the City of Memphis.

Provide funding and no-interest congtruction loans to a not-for-profit affordable housing
developer.

Provide financid advice to community development organizations.

Provide credit counseling to clients of community development organizetions.

Provide assstance to smal businesses in preparing and refining business plans.

Provide funding for public schools that serve low- and moderate-income individuas or
geographies.

There are no known barriers to community development lending, investment, and service.
Conclusions About Performance

SUmmary

EFSNB'sleve (number and dollars) of community development activities was adequate; it has not used
innovative or complex community development activities, and its responsveness to community
development needs in its assessment area was adequate.

Leve of community development activities Asindicated in Tables 3 and 4, the bank's qudified
investments for the evaluation period totaled $8.6 million, or 5% of its average Tier 1 Capitd and 3% of
its average totd income.

Responsiveness to identified community development needs. EFSNB has been responsive to the needs
for public schools serving low- and moderate-income individuas or geographies, funding, and no-
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interest congtruction loans for a not-for-profit affordable housing devel oper.

The public schools funding benefits school systems throughout the State of Tennessee, including the
bank's AA. The affordable housing loan directly benefits the bank's AA. No-interest lending is atype
of lending that is not routindy provided by loca lenders.

Consderation of Activitiesthat Benefit Areas Outside of the Bank’s Assessment Area

The bank provided aligt of investments benefiting areas outside its assessment area. However, none
was shown to meet the definition of community development as defined in the Community Reinvestment
Act regulation.

Qualified Investments

Tables 3 and 4 summarize the bank's qudified investments and compare the dollar amounts to indicators
of the bank's financid capacity.

Table 3: Qualified Investment Activity (000s)

Benefits AA

Originated Investments $5,930
Originated Grants 47
Prior Period Investments 2,635
Totals $8,612

Table 4. Qualified I nvestment Per centages
Benefit AA (%)

Total Investments/Average Tier 1 Capital 5%

Total Investments/Average Total Income 3%

Sgnificant investments are asfollows.

Tennessee Housing Development Authority (THDA) investment securities. Eight issuestotaling
$2.9 million were purchased during the current evauation period. Ten issuestotding $2.6
million were purchased during the prior evaluation period and are il outstanding. These
securities are issued to fund affordable housing throughout the entire state, benefiting an area
wider than the bank's assessment area. THDA dtigtics for 1998 show that $24 miillion, or
20%, benefited Shelby County, out of atotd expenditure of $123 million.

Qudified Zone Academy Bonds (QZAB's). During the examination, the bank purchased $3
millionin QZAB's. Thisamount isincluded in the tables. The bondswill fund primary and
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secondary education improvements. The improvements may include rehailitating or repairing
public school facilities, providing equipment, developing educationa course materids, and
training teachers and other personnel. Among other requirements to receive funds, a school
must have 35% of its students qualified for free or reduced meals and QZAB funds must be
used for schools in an empowerment zone or enterprise community or something Smilar. These
securities are issued to fund school digtricts throughout the entire Sate, benefiting an areawider
than the bank's assessment area. The City of Memphis, located in Shelby County, is listed
among "borrowers currently known to be in the pool".

Charitable donations. Twelve grants were made to charitable organizations for affordable
housing and community services targeting low and moderate-income individuds, including the
following five that equa or exceed $5 thousand:

-- Habitat for Humanity (affordable housing) $30 thousand

-- Neighborhood Housing Opportunities, Inc. (affordable housing) $5 thousand

-- The Exchange Club Family Center (community socid service) $5 thousand

-- Teen Chalenge (community socid service) $5 thousand

Community Development Lending

Tables 5 and 6 summarize the bank's community development lending and compare the dollar amounts
to indicators of the bank's financid capacity.

Table 5: Community Development L oan Activity (000s)

| Benefits AA |

CD LoansOriginated $159
CD Loans Outstanding 0
from Prior Periods

Totals $159

Table 6: Community Development L ending Per centages
Benefits AA (%)

Total CD Lending/Average Tier 1 Capital <1%

Total CD Lending/Average Total Income <1%

EFSNBs community development lending is composed of zero-interest |oans to an affordable housing
developer. During the evauation period, the bank has maintained a $100 thousand line of credit to the
developer to fund congtruction of affordable homes. Under the line, three loans were advanced during
the evaduation period, totaling $159 thousand. Information was not available on the specific number of
homes built with these funds, however, the average number of homes built each year by the developer is
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17 to 20.
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Community Development Services

We evduated the bank's CD services, primarily focusing on the respons veness to the needs of the
community and the leve of innovation and/or complexity involved. Based on the information avaladle,
we did not observe any innovation or complexity in the activities. Asindicated in the Interagency
Questions and Answer's Regarding Community Reinvestment (64 Federal Register 84-23618) we
did not give credit for persona charitable activities provided by the bank's employees and directors
outsde the ordinary course of their employment. During 1998, one officer served as a director for the
Exchange Club Family Center. The Center offers community socid servicesto prevent and intervenein
abusive and violent family Situations. Low- and moderate-income families are provided supportive
services such as long-term in-home volunteer parent aides, parenting classes, truancy classes, pre-
natal/parenting/life-skills classes for firg-time teen mothers, and counseling for both adults and children.
Asadirector for the Center, the bank officer developed budgets, raised funds, and planned for meseting
the needs of the community.

Compliance With Anti-Discrimination Laws and Regulations
We did not review the bank’ s compliance with fair lending laws and regulations during our examination.

The bank does not make consumer loans and monitoring information provisions of Regulation B do not
apply to businessloans.
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