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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
moder ate-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
ingtitution'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 Leesport
prepared by The Office of the Comptroller of the Currency, the institution’s supervisory
agency, as of August 16, 1999. The agency rates the CRA performance of an institution
consistent with the provisions set forth in Appendix Ato 12 C.F.R. Part 25.

INSTITUTION'S CRA RATING: Thisinditution israted Satisfactory.

The factors supporting the bank’ s overdl rating include:

< agood loan to deposit ratio;

< amgority of loans being made in the bank’ s assessment area;

< areasonable loan penetration among people of different income levels,
< avery good penetration among businesses of different sizes, and

< agood geographic digtribution of business loansin the low- and moderate-income census tracts of
the assessment aress.



DEFINITIONSAND 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 gtrict legd definition.

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

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.

Census Tract - Smal, locally defined statistical areas. These areas are determined by the United
States Census Bureau in an attempt to group homogeneous populations. A census tract has defined
boundaries per ten year census and an average population of 4,000.

Home Mortgage Disclosure Act (HMDA) - A statute that requires certain mortgage lenders that do
business or have banking officesin aM$A to file annua summary reports of their mortgage lending
activity. The report includes such data as the race, gender and the income of the applicants, the amount
of the loan requested, and its disposition (e.g., approved, denied, withdrawn).

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 censustracts. Also, the median
income determined by the Department of Housing and Urban Development annudly thet is used to
determine theincome level category of individuas. For any given area, the median isthe point a which
haf of the families have income aboveit and haf below it.

L ow-Income - Income levels that are less than 50% of the MFI.

M oder ate-lncome - Income levels that are at least 50% and less than 80% of the MFI.
Middle-Income - Income levelsthat are at least 80% and less than 120% of the MFI.

Upper-Income - Income levelsthat are 120% or more of the M.

Small Business L oans - Loans with an origind amount of $1 million or less for which the bank may
be required to collect and report certain monitoring data under the CRA regulation.



DESCRIPTION OF INSTITUTION

The Firgt Nationa Bank of Leesport (FNBL) isa$271 million independent banking ingtitution, founded
in 1909 and located in centra Pennsylvania. The bank’ s adminigtrative offices are located in
Wyomissing and the headquarters and main office are in Leesport, Berks County, Pennsylvania

FNBL isawholly-owned subsidiary of First Leesport Bancorp, Inc. which has assets of approximeately
$330 million. This holding company has one other operating subsidiary as of Jduly 1, 1999, the
Merchants Bank of Shenandoah. The bank operates an insurance agency, Essick & Barr, Inc.,, a
wholly owned subsidiary of the bank.

FNBL isafull-serviceretal bank with the main office and its seven branch offices dl Stuated in Berks
County. Of the eight locations, six are in middle-income census tracts and two are in upper-income
censustracts. Three of the branch offices have opened since February 1998. Seven offices have
ATMs and drive-through windows and all offer extended business hours, which include Thursday and
Friday evenings and Saturday mornings. The eighth office is located in a retirement village and offers
limited service hours. The bank aso offers 24-hour telephone banking and Internet persona and
business banking services. A variety of loan and deposit products are available to consumers and
businesses, including free checking to consumers with no minimum balance requirements.

Primary loan products include home loan refinancing and small business loans. The loan portfolio
represents 74% of tota assets. A breakdown of the portfolio as of June 30, 1999 isasfollows. 51%
residential mortgages, 41% commercid and commercid red estate loans, and 8% consumer installment
loans. Agriculturd lending isminima. FNBL actively sdisits resdentid mortgage loans on the
secondary mortgage market.

Magor compstitors in the area include Sovereign Bank, Berks County Bank, Dauphin Deposit Bank,
First Union and many regiond and smal community banks. As of June 30, 1998, FNBL's market
share of dl deposits held by FDIC-insured ingtitutions operating in Berks County was 4.05%.

Thereareno legd or financia impediments which would hinder the bank’ s ability to help meet the credit
needs of its community. At the last CRA examination, dated February 19, 1997, the indtitution was
rated “ satisfactory.”

DESCRIPTION OF ASSESSMENT AREA
FNBL has one assessment area (AA) in Pennsylvania. The AA contains 52 census tracts in Berks

County, inthe Reading MSA. The AA’s population is 207,762. Theincome designations for the
areg s census tracts are as follows:



ASSESSMENT AREA DEMOGRAPHICS

Designation # Census Tracts % of Total Tracts

Low 4 8

M oder ate 15 29
Middle 27 52

Upper 6 11

Total 52

Eighty-five percent of the housing in the AA is one- to four-family units, 11% are multifamily units;, 2%
are mobile homes; and 2% are condominiums. Of the tota housing unitsin the AA, 66% are owner-
occupied, 28% are renter-occupied, and 6% are vacant. The average cost of housinginthe AA is
$71,849, with the average year built of 1953.

The 1990 U.S. Census Median Family Income for the AA is $37,755. The 1999 Updated Median
Family Incomeis $48,200. A family would be considered low-income with an income of $24,100 or
less. With housing costs averaging $71,849 it isfinancidly difficult for low-income families to afford
average homesin thearea. Additiondly, 10% of dl of the householdsin the AA have incomes below

the poverty levd.

For June 1999 both the state of Pennsylvania and Berks County had an unemployment rate of 4.3%.

According to the 1998 business demographics for the AA, there are 6,802 businesses, of which 210
arefarms. Smal businesses (those with revenues less than $1 million) represent 87% of the 5,578
businesses reporting revenues. Approximately 80% of businesses reported having less than ten
employees. The primary industriesin this AA are services a 40%, retall trade at 23%, and
congtruction at 10% of al businesses. The largest employersin the area are the Reading Hospital and
Medica Center, East Penn Manufacturing Company, Carpenter Technology Corporation, the Berks
County Services Center, and Lucent Technologies, Inc.

Determination of Community Credit Needs

Community Contacts

Credit needsin the locad areawere determined by contacting aloca chamber of commerce, reviewing
arecent contact with a socia services organization, and discussions with management. The chamber

contact indicated that the economy was doing well and that unemployment was very low. It wasfelt
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that most credit needs were being met by the local financid indtitutions. However, it was percelved that
low-income senior citizen housing is a growing need in the community as the population is aging.

The socia services organization aso stated that the economic conditions were stable and believed that
banks needed to offer more flexible lending programs to low- and moderate-income individuas so that
they would be igible to purchase decent single-family housing units.

CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA:
SCOPE OF EXAMINATION

This examination covered the period January 1, 1997 to August 16, 1999. The anaysis of asampling
of the HMDA reportable loan products covered the period January 1, 1997 to June 30, 1999.
Refinances were sdlected as a primary loan product because of the origination volume. During the
period covered by this examination, 51% of the number of all HMDA reportable originations were
refinances, 41% were purchase money mortgages and 8% were home improvement loans. Dueto
electronic data limitations, our andysis used HMDA data from 1997 and a sample of 40 loans,
originated in 1998 and 1999.

Small business loans were aso chosen as a primary loan product. We selected a sample of 25 business
loans totding $2.1 million which were originated between September 1, 1998 (when new loan tracking
reports became available) and June 30, 1999. We sdlected these loans from atotal population of 389
loans aggregating $53 million. The samdl business sample represented 6% of the number and 4% of the
dollar volume of loan originations during this period.

All dollar amounts in the tables within this report are in thousands (000s) unless otherwise indicated.
Loan to Deposit Analysis

The loan to deposit ratio meets the andards for satisfactory performance. It is reasonable given the
bank’s sze, financid condition, and AA credit needs. The bank’sloan to depost ratio, averaged over
the previous ten quarters since the last CRA review, is86%. This compares favorably to the nationa
peer (71%) and the loca peer (91%). Thelocd peer group conasts of locd financid ingtitutions with
tota assets ranging from $100 million to $250 million.

Lending in Assessment Area
The bank’slending in the AA meets the sandards for satisfactory performance. The AA meetsthe

requirements of the regulation and does not arbitrarily exclude low- and moderate-income geographies.
A mgority of loans and other lending reated activities are in the bank’s AA. The AA penetration of



refinance loansisillugrated in the following chart. Also, 21 of the 25 loans (or 84%) in our smal
business loan sample were originated insde the AA.

Refinance Loan Originations

January 1, 1999 -

1997 1998 June 30, 1999

#% #%

$%

#% $% $%

13/65
7135

62/70
27130

19/95
1/5

Insde AA 1,396/ 71

580/ 29

5,355/ 69
2,414/ 31

1,463/ 94
90/6

Outsde AA

Total 89/100 | 7,769/100 | 20/100 | 1,553/100 20/ 100 1,976/ 100

Lending to Borrowers of Different Incomes and Businesses of Different Sizes

Lending to borrowers of different incomes and businesses of different sizes meets the standards for
satisfactory performance. The primary product lines reviewed were refinance loans and small business
loans, as previoudy mentioned. The table below indicates the distribution of [oans to borrowers of
different incomes.

Refinance Loan Originations by Level of Borrower Incomein the AA

% of
Families
Within
AA

January 1, 1999 - June
30, 1999

$%

1997 1998

Income

Category #%

#% $% $%

Low 0/0 0/0 0/0 1/8 59/4 19

M oder ate

11/18

584/11

468/ 32

0/0

0/0

20

Middle

18/29

1,159/ 22

161/11

3/23

175/13

26

Upper

33/53

3,592/ 67

834 /57

9/69

1,162/ 83

35

Total

62/ 100

5,335/ 100

1,463 /100

13/100

1,396/ 100




Disparity in the low-income category is noted. However, as noted earlier, alow-income family has
earnings of $24,100 or less. With housing cogts averaging $71,849, it isfinancidly difficult for low-
income familiesto afford average homesin the area. This mitigates alower leve of refinance lending to
low-incomeindividuas. Also, a homeowner with a smaler outstanding mortgage baance is lesslikely
to be interest rate senstive when interest rates fdl, the primary reason for individuas to refinance their
existing mortgage debt. FNBL management believes that the lower interest rates in the past few years
is the reason that refinances have been their primary HMDA product.

The table depicts good performance for moderate-income borrowersin 1997 and 1998 with no activity
in the sample for the 1999 period. However, it was noted by management that early in 1999, the bank
experienced sgnificant turnover in mortgage origination personnel. A manud review of the year-to-
date 1999 data did reved twelve originations, outside of the sample, in the AA for moderate-income
borrowers or over 11% of the 105 refinance originations for that period.

Asindicated in the table below, FNBL has a very good record of lending to smaler businesses. Our
sample of 21 small businessloans, by dollar amount, disclosed that 95% of the loans were to

busi nesses with revenues under $250 thousand. The bank’ s record during the evaluation period shows
that it is working to meet this need.

Additionally, our sample disclosed that al of these sampled loans were to smal businesses. This
compares very favorably to the fact that 71% of the businessesin the AA are smdl businesses, and
illugtrates the bank’ s focus on small business lending.

Digtribution of Business L oans by Revenue Size within the AA

Business
Revenue Size # Loans % $ Amount

0<$100 81 1,328

$100 < $250 14 270
$250 < $500

$500 < $1,000

over $1,000

Total




As noted below, the vast mgority of the small businessloans were in smaller amounts. Our sample of
21 businessloansin the AA disclosed that 95% were for amounts less than $250 thousand. In fact, the
average origind loan amount for al of the loans in the sample was $80 thousand.

Digtribution of Small Business Loans by Loan Size in the AA

Loan Size #Loans % $ Amount

<= $100 17 81 753

>$100 <=$250 3 14
>$250 <=$1,000 1 5

485

440

Total 21

1,678

Geographic Digtribution of L oans

The geographic distribution of refinance loans does not meet the standards for satisfactory
performance. The following table depicts the digtribution of refinance loan originations by census tract
characteridtic.

Geographic Disgtribution of Refinance Loan Originations
by Census Tract Characterigticin the AA

January 1, 1999 -
June 30, 1999

% of

1997 1998 Owner

Income
Category

#/%

$%

#/%

$/%

#/%

$%

Occupied
Households

Low

1/2

49/1

0/0

0/0

0/0

0/0

2

M oder ate

1/2

105/2

0/0

0/0

0/0

0/0

15

Middle

52/ 84

4,504/ 84

16/ 84

1,087/ 74

10/ 77

1,147/ 82

65

Upper

8/12

677/13

3/16

376/ 26

3/23

249/ 18

18

Total

62 /100

5,335/ 100

19/ 100

1,463/ 100

13/100

1,396 /100




While the FNBL does not have any branchesin the low- or moderate-income tracts, their lending does
not reflect a reasonable disperson of loans throughout their chosen AA. However, inthisAA, owner-
occupied households are predominantly located in middle- and upper-income census tracts, where the
bank hasits branches. Asaresult, most of the refinance loans are in these two areas. Also, in the low-
income census tracts, 35% of the households have incomes below the poverty level and less than 30%
of the housing units are owner occupied. In the moderate-income tracts, over 20% of the households
have incomes below the poverty level and only 47% of the housing units are owner occupied. These
factors limit the bank’ s ability to attract refinance loans in these aress.

The geographic digtribution of smal business loansis good, particularly in the low- and moderate-
income area. Our sampleillugratesthis:

Geogr aphic Distribution of Small BusinessLoansin the AA

%
Census Businesse
Tract sin each

tract

L ow 6

M oder ate 18

Middle 59

Upper 17

Total

Responseto Complaints

During the evduation period, FNBL did not receive any complaints about its performance in meeting
AA credit needs.

Record of Compliance with Anti-discrimination Laws

The concurrent fair lending examination did not identify any violaions of the substantive provisions of
the antidiscrimination laws and regulations. In addition, no evidence was found of discriminatory or
other illegd practices. Our fair lending examination focused on a comparison of the loan termsfor
gpproved refinance red estate loans for mae and femae borrowers.



