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This docunent is an evaluation of the Community Rei nvestnment Act (CRA)
performance of Central National Bank prepared by the (fice of the
Conptroller of the Qurrency (OCC), the institution's supervisory
agency.

The eval uation represents the OCC s current assessnent and rating of
the institution's CRA performance based on an exam nati on conducted as
of Septenber 23, 1996. It does not reflect any CRA-related activities
that may have been initiated or discontinued by the institution after
t he conpl etion of the exam nation

The purpose of the Community Reinvestnment Act of 1977 (12 U S. C
2901), as anended, is to encourage each financial institution to help
neet the credit needs of the communities in which it operates. The
Act requires that in connection with its examnation of a financia
institution, each federal financial supervisory agency shall (1)
assess the institution's record of helping to neet the credit needs of
its entire coomunity, including | ow and noderate-income

nei ghbor hoods, consistent with safe and sound operations of the
institution, and (2) take that record of performance into account when
deci di ng whether to approve an application of the institution for a
deposit facility.

The Financial Institutions Reform Recovery and Enforcenent Act of
1989, Pub. L. No. 101-73, anmended the CRA to require the Agencies to
nmake public certain portions of their CRA perfornmance assessnents of
financial institutions.

Basis for the Rating

The assessnent of the institution's record takes into account its
financial capacity and size, |egal inpedinents and | ocal econom c
condi tions and denographics, including the conpetitive environment in
which it operates. Assessing the CRA perfornmance is a process that
does not rely on absolute standards. Institutions are not required to
adopt specific activities, nor to offer specific types or amounts of
credit. Each institution has considerable flexibility in determning
how it can best help to nmeet the credit needs of its entire community.
In that light, evaluations are based on a review of 12 assessnent
factors, which are grouped together under 5 perfornance categories, as
detailed in the follow ng section of this eval uation.




ASSI GNMENT OF RATI NG

I dentification of Ratings

I n connection with the assessnent of each insured depository

institution's CRA performance, a rating is assigned fromthe fol |l ow ng
gr oups:

Qut standi ng record of neeting community credit needs.

An institution in this group has an outstandi ng record of, and
is a leader in, ascertaining and hel ping to neet the credit
needs of its entire delineated community, including | ow and
noder at e-i nconme nei ghbor hoods, in a manner consistent with its
resources and capabilities.

Satisfactory record of neeting community credit needs.

An institution in this group has a satisfactory record of
ascertaining and helping to neet the credit needs of its entire
del i neated community, including | ow and noderate-income

nei ghbor hoods, in a manner consistent with its resources and
capabilities.

Needs to inprove record of neeting community credit needs.

An institution in this group needs to inprove its overal
record of ascertaining and helping to nmeet the credit needs of
its entire delineated community, including | ow and

noder at e-i nconme nei ghbor hoods, in a manner consistent with its
resources and capabilities.

Substanti al nonconpliance in neeting community credit needs.

An institution in this group has a substantially deficient
record of ascertaining and helping to nmeet the credit needs of
its entire delineated community, including | ow and

noder at e-i nconme nei ghbor hoods, in a manner consistent with its
resources and capabilities.

DI SCUSSI ON OF | NSTI TUTI ON' S PERFORMANCE




Institution's rating:

Based on the findings presented below, this institution is rated:
"Satisfactory record of nmeeting comunity credit needs".

l. ASCERTAI NMENT OF COVMUNI TY CREDI T NEEDS

Assessnment Factor A - Activities conducted by the institution to
ascertain the credit needs of its comunity, including the extent of
the institution's efforts to comunicate with nenbers of its
comunity regarding the credit services being provided by the
institution.

Central National Bank’s (CNB) ascertainment of community credit
needs i s an ongoi ng process conducted through an active, fornal
calling program (O ganizations regularly contacted by C\B i ncl ude
Anst er dam Housi ng Authority, New Berlin Housing and Preservation
Conpany, Centro QG vico H spano- Anericano, Main Street Aliance, The
Farm Servi ce Agency, The Smal | Busi ness Adm ni stration, nunerous

| ocal realtor groups, and various mnunicipalities and school
districts. Bank officers and enpl oyees participate in semnars and
presentations regarding first tine home buyers, avail abl e housing
prograns, and |local industry. Additionally, nmanagenent solicits

i nformation concerning bank products and services through customer
surveys. Qedit needs identified through the bank’s ascertai nment
efforts include residential nortgage products with | ower down
paynents, manufactured honme | oans, and snal | busi ness fi nanci ng.

Assessnment Factor C - The extent of participation by the
institution's board of director's in formulating the institution's
policies and reviewing its performance with respect to the purposes
of the Community Rei nvestnent Act.

C\NB' s Board of Directors fornally participates in the bank’s CRA
conpl i ance process. Annually, the Board reviews and approves the
bank’ s CRA Statenent, Conpliance Program and Fair Lendi ng Poli cy.
Additionally, the Board has established an annual self assessnent to
al | ow managenent to provide the Board with an eval uati on of the
bank’s progress. No formal CRA programwi th goal s and objectives
exists; but, as part of their strategic planning process, the Board
sets goals related to CRA

The Board recei ves CRA perfornance updates as part of their
quarterly conpliance reports fromthe bank’s Conpliance Commttee.
(ne outside board nenber as well as the Chief Executive Oficer
serve on this commttee. Commttee mnutes exhibit regul ar dial ogue
on CRA and rel ated issues. Also, the Board reviews the bank’s



di sposition of loan originations annually. The Drectorate is
supportive and allows for CRArelated training for bank personnel.

1. MARKETI NG AND TYPES OF CREDI T OFFERED AND EXTENDED

Assessnment Factor B - The extent of the institution's narketing and
special credit-related prograns to nake nmenbers of the comunity
aware of the credit services offered by the institution.

Central National Bank’s marketing programis designed to inform al
segnents of the coommunity of the financial products and services
offered at the bank. Forns of nedia utilized by managenent i ncl ude
direct mailings, billboards, radio spots, and tel evision
commercials. Al so, nmanagenent uses print advertisenents in |ocal
newspapers including the Arsterdam Star, the Heral d Leader, the

Anst erdam Recorder, and the Pennysaver. As part of its narketing
program CNB uses both inmage and specific credit and deposit product
advertisenments. Additionally, on an ongoi ng basis, managenent
conducts customer surveys to nonitor the public’ s perception of CN\B
and custoner satisfaction levels, and to detect any unnmet credit and
product needs.

In an effort to informthe coomunity of CNB's credit services,
managenent has participated in first tine hone buyers semnars in
| ocal towns. Managenent plans on continuing this practice.
Further, the bank has avail able infornative packets on both
residential nortgage and small busi ness | endi ng.

Assessnent Factor | - The institution's origination of residential
nort gage | oans, housing rehabilitation | oans, hone inprovenent

| oans, and snall business loans or snall farmloans withinits
community, or the purchase of such loans originated inits

communi ty.

C\B offers various forns of consunmer and business |loans in an effort
to be responsive to the credit needs of the community. Types of

| oans offered, as delineated in the CRA Statenent, include real
estate nortgage, hone equity, hone inprovenent, manufactured

housi ng, commercial, small business, and farmloans. The bank’s
lending levels are responsive to the credit needs of the delineated
community. As of Decenber 31, 1993, real estate |loans total ed $112
mllion or 40%of the loan portfolio; comercial, $34 mllion or
12% agricultural, $12 mllion or 4% and individual/instal nent,
$120 mllion or 44% At Decenber 31, 1994, real estate | oans
represented $122 mllion or 42%of the |oan portfolio; comrercial,
$37 mllion or 13% agricultural, $12 mllion or 4% and

i ndi vidual /instal ment, $120 nillion or 41% Lastly, as of Decenber
31, 1995, real estate loans totaled $137 mllion or 45%of the | oan



portfolio; comrercial, $39 mllion or 13% agricultural, $15 mllion
or 5% and individual/instalnent, $117 mllion or 37%

In 1996, CON\B becane an approved Federal Housing Authority (FHA)

| ender. Low and noderate incone applicants should benefit fromthis
financing source. CQurrently, ONB offers to qualified applicants
residential nortgages with down paynents as lowas 0% |In 1995 and
1994 respectively, managenent booked over $36 mllion and $31
mllion in residential nortgage and nmanufactured hone | oans.

Assessnment Factor J - The institution's participation in

governnent al | y-i nsured, guaranteed or subsidized | oan prograns for
housi ng, snmall business, and small farns.

Managenent is to be commended for their participation in
governnental | y-i nsured, guaranteed or subsidized | oan prograns. CNB
is active in the Small Business Admnistration (SBA), the Farm
Service Agency (FSA), and the Farnmer Mac Loan Program In 1995, SBA
| oan vol unme total ed $518, 000, consisting of nine |oans, seven of

whi ch were conpl eted via the | ow docunentation (LODOC) program As
of June 30, 1995, ONB ranked 10th in its asset size for SBA | ending
in the State of New York. Furthernore, CONB ranked 24th in 1994 and
13th in 1995 in regional SBA | endi ng based on origination vol une for
the fiscal years ended Septenber 30. As of June 30, 1996, the bank
had originated three SBA | oans.

CNB ranked third in 1995 for FSA loan volunme in New York State with
approxi mately $4 mllion in originations. Also, in 1995 CNB becane
an approved servicer for FSA loans. CNB continues its participation
efforts with the Farner Mac Loan Program |In 1994, the bank sold $9
mllion in such loans. As of June 30, 1996, Farner Mac | oans tota
$1.5 mllion. Further, CNB is a nenber of the Federal Hone Loan
Bank and continues to offer and sell student |oans. In 1996, CNB
becane an approved Federal Housing Authority (FHA) |ender. Lastly,
the bank continues to be willing to participate with the Job

Devel opnent Authority (JDA) and Industrial Devel opment Corporations

(1D0).

GEOGRAPHI C DI STRI BUTI ON AND RECORD OF OPENI NG AND CLOSI NG OFFI CES

Reasonabl eness of Delineated Community

C\B has delineated its community as the counties of Mntgonery and
Schoharie, the northern and central parts of Gsego, the southern
parts of Fulton and Herkinmer, and the western parts of A bany and
Schenectady. The delineated community consists of 73 census tracts
and is contiguous. The delineation is considered reasonabl e and



does not exclude any |ow to noderate incone areas. It is approved
annual ly by the Board as part of the CRA Statenent.

Assessnent Factor E - The geographic distribution of the
institution's credit extensions, credit applications, and credit
deni al s.

The geographic distribution of the bank’s credit extensions and
applications, including | ow and noderate i ncone areas, is
reasonabl e. Annual |y, nmanagenment conducts an anal ysis of |oan
applications and extensions within the delineated comunity. These
anal yses indicate that the bank receives and approves a reasonabl e
percentage of applications within its assessnent area. During 1993,
1994, and 1995, approximately 60%of all new | oans were origi nat ed
in ONB's delineated coomunity. CNB is subject to the Hone Mrtgage
D sclosure Act (HVDA) requirenents. [In 1995, nanagenent began
tracking the results of |loan activity as reported in the bank’s Hone
Mort gage D scl osure.

Assessnment Factor G - The institution's record of opening and
closing offices and providing services at offices.

CN\B nai ntai ns eighteen offices with its main office at 24 Church
Street in Canajoharie. Branches are located in Ansterdam (2
offices), Cherry Valley, Cobleskill, Cooperstown, Duanesburg,
Ednest on, Fonda, Fort P ain, Johnstown, M ddl eburgh, Mddleville,
Pal atine Bridge, R chfield Springs, Schoharie, Sharon Springs, and
St. Johnsville. The bank offers a wide range of services to its
custoners. Hours of operation are tailored to the community needs
with extended hours on Thursdays, Fridays, and/or Saturdays.
Autonmated tell er machines (ATMs) are avail able at various | ocations
for 24 hour banki ng.

The Board has approved a branch cl osing policy which requires an
anal ysis of the inpact on the affected comunity prior to deciding
to close a branch. The bank has never cl osed a branch office.

I V. DI SCRI M NATI ON AND OTHER | LLEGAL CREDI T PRACTI CES

Assessnent Factor D - Any practice intended to di scourage
application for types of credit set forth in the institution's CRA
Statenent (s).

C\B solicits credit applications fromall segnents of the comunity
including | ow and noderate i ncome areas. No practices were noted
whi ch tended to di scourage applicants requesting credit.



Assessnment Factor F - Evidence of prohibited discrimnatory or other
illegal credit practices.

No discrimnatory or other illegal credit practices were noted.

COVMUNI TY DEVELOPMENT

Assessnment Factor H - The institution's participation, including
investnents, in local community devel opnent and redevel opnent
proj ects or prograns.

CNB is involved in community devel opnent projects and prograns.
Managenent has provided funding to the Community Preservation

Cor por ati on whi ch supports | ow i nconme housing projects and community
devel opnment prograns in New York State. In 1995 and 1996,

managenent was involved with the Village of Canajoharie s Canal 2000
Project and with the Community Devel opnent Foundati on of Montgomnery
County. Recently, managenment becane involved with the Geater
Ansterdam Vaterfront Revitalization Project. A so, nmanagenent
supports the New York State Regional Loan Loss Reserve Program

CNB continues to support the |ocal community through their purchase
of municipal investnents.  a total nunicipal investnment portfolio
of $50 mllion at Decenber 31, 1995, nmanagenent has invested

approxi mately $9 mllion or 18%in | ocal municipals.

Assessnment Factor K - The institution's ability to meet various
comunity credit needs based on its financial condition and size,
| egal inpedinents, |ocal economc conditions and ot her factors.

The bank’s ability to neet its local community needs is not inpacted
by legal or financial inpedinents. At June 30, 1996, assets total ed
$568 nmillion, with capital of $42 mllion and a | oan to deposit
ratio of 64% Consistent with its size and overall condition, C\B
possess the resources and capacity to nmeet the various credit needs
of its delineated comunity.

Assessnent Factor L - Any other factors that, in the regul atory
authority's judgenent, reasonably bear upon the extent to which an
institution is helping to neet the credit needs of its entire
communi ty.

Managenent and bank personnel have been generous in donating their
tinme and noney to charitabl e organi zati ons and community projects.
For exanple, CONB contributed over $12,000 in 1995 to the Federa
Home Loan Bank of New York’s Affordabl e Housing Program Al so, the



bank has devel oped a totally free checking account for its custoner
base.



