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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
Cuyamaca Bank, National Association (N.A.), prepared by the Office of the Comptroller of the
Currency (OCC), 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
Ato 12 CFR Part 25.

INSTITUTION'S CRA RATING: Thisinstitution's Record of Meeting Community Needs is
rated “ Satisfactory.” Therating is based on the following conclusions:

C The loan to deposit ratio is comparable with banks of similar total asset size.

C The magjority of loan originations are within the bank’ s assessment area.

C The bank lends to businesses of different sizes and to borrowers of different income levels.
C Lending patterns reasonably reflect the local demographics.



DESCRIPTION OF INSTITUTION:

Cuyamaca Bank, N.A., isawholly-owned, full-service community bank headquartered in Santee,
Cdifornia. Thebank hassix branch offices. Theseincludethe main officein Santee and abranch office
in LaMesa, which werethe only two branches the bank operated at thetime of thelast CRA examination.
In July 1998, the bank acquired three additiona branch officesfrom alargeretail bank. They arelocated
inPineValley, Campo, and Jamul. In April 1999, the bank also opened anew branch officein Lakeside.
This enabled the bank to provide community accessto credit at atotal of six locations. The three acquired
branchesare full-service, but they are open only part-time becausethey arelocated in rura areas, which
arenot densely populated. The newly opened Lakeside officeisopen onafull-timebass. Thebank has
an automatic teller machine at each of the six branches and one in alocal shopping center.

There are no financial or legal impedimentsthat hinder the bank’ s ability to meet the credit needs of its
communities. Asof March 31, 1999, the bank reported total assets of $53 million, 47% of which
consisted of loans. Commercial real estate loans comprise the largest dollar volume of the current
outstanding loan portfolio becausetheindividua loansaretypicaly larger. But thebank’ sprimary focus
isbusiness, consumer, and residentia mortgagelending. Thechart that followsreflectsthemagor categories
of the loan portfolio as of the most recent quarter-end.

OUTSTANDING LOANSBY MAJOR PRODUCT TYPE
ASOF MARCH 31, 1999

Loan Type $ Volume (000) % Total Loansby $
Commercial Real Estate 10,937 43%
Commer cial/Business 4,730 18%
Residential Mortgage 4,300 17%

I nstallment/Consumer 2,515 10%
Small Business 1,711 7%

Administration

Residential Real Estate 1,218 5%
Construction

Total 25,411 100%




Thelast CRA performance evaluation by the Federal Reserve Bank in January 1997 rated the bank
“ Satisfactory.”



DESCRIPTION OF CUYAMACA BANK’SASSESSMENT AREA:

Cuyamaca Bank’ s assessment area complies with regulatory requirements. It consistsof 78 contiguous
census tracts located in eastern San Diego County. It is situated within the San Diego Metropolitan
Statistical Area(7320). Thedefined areadoes not contain any low-income censustracts, but the bank
does not arbitrarily exclude low- or moderate-income geographies. A description of the area
demographics follows.

COMPOSITION BY INCOME LEVEL OF CENSUSTRACTS
DEMOGRAPHIC DATA

Census Number of Per cent of Per cent of Per cent of
Tract Tractsby Tractsby Familiesin Businessesin
Income Type Type Tracts Tracts
L evel
L ow -0- -0- -0- -0-
Moder ate 12 15% 16% 25%
Middle 52 67% 66% 63%
Upper 14 18% 18% 12%
Total 78 100% 100% 100%

The citiesthat comprisethe assessment areaare primarily resdentiad communities supporting the city of San
Diego. The designated areaincludes the incorporated and unincorporated aress of Santee, LaMesa, El
Caon, Lakesde, Lemon Grove, Spring Valley, Rancho San Diego, Alpine, Jamul, Ramona, PineValley
and Campo. Areapopulationisapproximately 435,228. The updated median family incomeis $50,800
based on the most recent Department of Housing and Urban Development data. Median housing value
is$169,880 according to 1990 U.S. Censusdata, and median housing ageis 27 years. Small businesses
with annual revenue less than $500,000 represent the majority of businessesin the area.

The economy of theentire San Diego regionis strong and growing. According to information published
by the San Diego Association of Governments, the region has ahigh grossregional product growth rate
of nearly fivepercent annually. Increased defense spending, manufacturing, tourism and retail saleshave
contributed to therobust economy. Population inthe regionincreased by more than 100,000, and jobs
grew by approximately 48,000 over thelast two years.  Growth in the bank’ s assessment areamirrorsthat
of the San Diego economy asawhole. For example, the population in Alpine and Jamul has grown by
more than 25% in each city between 1990 and 1999. The area economy is centered in retail trade,
services and congtruction. Mg or employersin the areaiinclude Costco, Home Depot, Wa Mart, and loca
schools and city government.






CuyamacaBank competesexclusively with severd branchesof largefinancid indtitutionsfor market share.
It is the only small, commercia bank serving the assessment area. We contacted two economic
development agenciesand determined that thereis an ongoing need for business expansion loans and
working capital loansfor new businessesinthearea. One agency reported that the bank was afounding
member of that agency and continuesto beactively involvedin ng and meeting small businesscredit
needsin the area.

CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA:

The bank’ s commitment to the Community Reinvestment Act isreflected in the performance criteria
explained below.

LOAN TO DEPOSIT RATIO

Thebank’ sloan to deposit ratio meetsthe standards for satisfactory performance. Theaverageloanto
deposit ratio for thelast eight quartersis62%. Thisratio iscomparable with the performance of the two
other financid ingdtitutionswith assetsof lessthan $100 million serving asimilar geographiclocation. Their
averageratiofor thesame period isaso 62%. Theseratios, dthough dightly lessthan the national average,
aredill reasonablein comparison. Theaverageratio nationaly for financid ingtitutionsof smilar asset sze
IS 68% over the same time period.

CuyamacaBank’ sloan to deposit ratio increased from 61%in June 1997 to ahigh of 67% in June 1998,
and then declined to 51%in March 1999. Thetrend roughly approximatesthat of thetwo smilarly Stuated
peer banks. Their ratio aso increased from 60% in June 1997 to a high of 65% in December 1997, and
then declined to alow of 59% in December 1998. Although the peer ratio recently improved to 69% in
March 1999, Cuyamaca Bank’ s ratio has declined to 51%. This correlates with, and is reasonably
explained by, thebank’ sacquisition in July 1998 of three new branch officesfrom alargeretail bank.
When acquired, these branches had no loans, only deposits. Management’ s plansto continuefocusing on
loan growth should improve the bank’ s average ratio going forward.

LENDING IN ASSESSMENT AREAS

Thebank’ slending in the assessment areameetsthe standardsfor satisfactory performance. The bank
originated amgority of the dollar volume and the number of loanswithin itsassessment area. We prepared
thisanadysis based on the bank’ sdatafor 1998 and thefirst quarter of 1999, which we tested for accuracy.
We combined this datawith asample of |oan originations during 1997 to cover the time frame since the
last CRA examination. The random sample consisted of 30 |oans, representing approximately 36% of the
tota number of originations and 5% of the dollar volumefor 1997. The chart that followsreflectslending
inside versus outside the bank’ s designated assessment area.



LENDING INSIDE AND OUTSIDE THE ASSESSMENT AREA

January 1997 to April 1999

# L oans % Loansby # $Loans % Loansby $
In Assessment Area 157 7% 11,214,776 70%
Out of Area 438 23% 4,694,681 30%
Total 205 100% 15,909,457 100%

LENDING TO BUSINESSES OF DIFFERENT SIZES AND TO BORROWERS OF
DIFFERENT INCOME LEVELS

Lending to businesses of different sizesand to borrowers of different incomelevels meetsthe standard for
satisfactory performance. Business, consumer and residential |oans are reasonably distributed among
incomelevelswithinthe assessment area. For thisanalys's, werandomly sampled 30 businessloansand
30 consumer loans originated since the last CRA examination. The business |oan sample represents
approximately 36% of the number loansand 20% of the dollar volumeoriginated. The consumer loan
sampl e represents gpproximately 30% of the number of loans and 23% of the dollar volume originated.
Thisanalysisasoincludesal loansreported under the Home Mortgage Disclosure Act (HMDA) that
originated in the assessment area during the same time period.

Themagjority of businessesin the assessment areaare small businesseswith annual revenueslessthan
$500,000. Favorably, 60% of both the number and dollar amount of business loans in the sample were
made to borrowersin that revenue category. Consumer lending in the sample correlates very favorably
with areademographicsfor low- and moderate-income borrowers. Residentid lending reasonably reflects
areademographics. Although mortgage lending to low-income borrowers could be strengthened, lending
to moderate-income borrowers sgnificantly exceeds areademographic percentages. We dso verified that
the bank competes with large financial institutions in the assessment area. These institutions offer
competitive, government-insured mortgage loans that |ow-income borrowers may readily access.

The chartsthat follow reflect the distribution of business, consumer and residentia loansamong various
income levels.



BUSINESSLOAN DISTRIBUTION BY ANNUAL REVENUE
Loans Originated from January 1997 to April 1999

Revenue Size Number of Per cent Dollar Amount Per cent
Loans ($000)
$0 - $50,000 3 10% 63 5%
$50,001 - $100,000 7 23% 187 15%
$100,001 - $250,000 6 20% 457 35%
$250,001 - $500,000 2 7% 69 5%
$500,001 - $1,000,000 6 20% 219 17%
Greater than $1,000,000 6 20% 305 23%
Total 30 100% 1,300 100%

CONSUMER LOAN DISTRIBUTION BY APPLICANT INCOME
Loans Originated from January 1997 to April 1999

Income Level of Applicant|| Percent of Familiesin Number of L oans Per cent of Loans
Income Category Originated Originated

Low 18% 8 27%

M oder ate 19% 7 23%

Middle 25% 8 27%

Upper 38% 7 23%

Total 100% 30 100%

HMDA LOAN DISTRIBUTION BY APPLICANT INCOME
Loans Originated from January 1997 to April 1999

Income L evel of Per cent of Familiesin Income || Number of L oans Per cent of L oans
Applicant Category Originated Originated
Low 18% 3 8%
M oder ate 19% 14 38%
Middle 25% 7 19%
Upper 38% 13 35%
Total 100% 37 100%




GEOGRAPHIC DISTRIBUTION OF LOANS

The geographic digtribution of loans meetsthestandard for satisfactory performance. Business, consumer
and residential lending activity iscomparablewith areademographics. For thisanalysis, werandomly
sampled 30 business|oansand 30 consumer loans originated Sncethelast CRA examination. Thebusiness
loan sample represents gpproximatdy 36% of the number of loans and 20% of the dollar volume originated.
The consumer loan sampl e represents approximately 30% of the number of loans and 23% of the dollar
volumeoriginated. Thisandyssasoincludesal loansreported under the HomeMortgage Disclosure Act
(HMDA) that originated in the assessment area during the same time period.

Based on our sample, the percentage of business|oans originated (by number of loans and dollar amount)
in moderate-income geographies exceeds the percentage of businessesin that geography. In addition,
consumer and residentia loansreflect reasonable penetrationin moderate-income geographies. (Thereare
no low-income census tracts in the assessment area.)

The charts that follow reflect the geographic distribution of business, consumer and residential loans
compared with area demographics.

BUSINESS LOAN GEOGRAPHIC DISTRIBUTION
Loans Originated from January 1997 to April 1999
Distribution By Census Tract |ncome L evel

Census Tract Percent of Area Number of Per cent of Dollars Per cent of
IncomelLevel | Businessesin Loans Number Originated Dollars
Tract Originated Originated ($000) Originated
Low N/A N/A N/A N/A N/A
Moder ate 25% 10 33% 508 39%
Middle 63% 17 57% 721 55%
Upper 12% 3 10% 71 6%
Total 100% 30 100% 1,300 100%

[Note: N/A = Not Applicable - there are no low-income census tracts in the assessment area.|
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CONSUMER LOAN GEOGRAPHIC DISTRIBUTION
Loans Originated from January 1997 to April 1999
Distribution By Census Tract |ncome L evel

Census Tract Per cent of Number of Per cent of Loans
Income L evel Familiesin Tract L oans Originated
Originated
Low N/A N/A N/A
M oder ate 16% 4 13%
Middle 66% 23 77%
Upper 18% 3 10%
Total 100% 30 100%

[Note: N/A = Not Applicable - there are no low-income census tracts in the assessment area.|

HMDA LOAN GEOGRAPHIC DISTRIBUTION
Loans Originated from January 1997 to April 1999
Distribution By Census Tract |ncome L evel

Census Tract Per cent of Owner Number of Per cent of Loans
Income L evel Occupied L oans Originated
Housingin Tract Originated
Category

L ow N/A N/A N/A
M oder ate 9% 5 14%
Middle 69% 26 70%
Upper 22% 6 16%
Total 100% 37 100%
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Responsesto Complaints

The bank has received no CRA-related complaints since the last CRA performance evaluation.
Fair Lending Analysis

The bank isin compliance with Fair Lending laws and regulations. Our fair lending review, conducted
along with this examination, found no unusual patterns or discriminatory lending practices.
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