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Gceneral Information

The Community Reinvesment Act (CRA) reguires each federd finanaad supervisory agency to useits
authority when examining finendd indtitutions subject to its supervison, to assess the inditutior s record
of meeting the credit needs of its entire community, induding low- and moderate-income
neighborhoods, consgtent with the safe and sound operation of the indtitution. Upon the condusion of
such examingtion, the agency mugt prepare awritten evauaion of the inditutiorss record of meeting the
credit nesds of its community.

Thisdocument isan evduaion of the CRA paformanceof Minotola National Bank by the
Office of the Comptroller of the Currency, theinditutiorss supervisory agency, asof April 5,
1999. The agency evauates performance in assessment ared(s), asthey are ddinested by the
inditution, rether then individua branches. This assessment area evaduation may indude the vigtsto
some, but not necessily dAl of the inditutionss branches. The agency ratesthe CRA paformance of an
inditution conggent with the provisons st forth in Appendix A to 12 CER. Pat 25.

Institution=s CRA Rating: Thisinditutionisrated Satisfactory.

Primary factors supporting the bank’ s overdl rating indude:

N

A dgnificant percentage of loans are made within the assessment area

< Thelevd of lending to moderate-income individudls, amall busnesses and amdll faams reflects good
penetration based upon the demographics and credit needs of the assessment area

< The geographic digribution of HMDA-reportable, smdl busness, and smdl farm loans reflects good
penetration throughout the assessment area, induding low- and moderate-income arees

< Saviceddivary sysems are accessble to geogrgphies and individuds of different income levelsin
the assessment area. MINB improved accessibility to servicesin moderate-income aress.

< Savicesaretalored to meat the bilingud needs of the assessment area

< MNB usssflexible lending programs to hdp meet the afordable housing credit needsin the
aseEsIMent area



Thefdlowing tableindicates the parformance levd of Minotola National Bank with respect to the
lending, investment, and sarvice teds

Tablel. Results of Performance Tests

Performance Levels Minotola National Bank

Performance Tests

Lending Test* Investment Test Service Test

Outstanding
High satisfactory X X X
Low satisfactory
Needs to improve
Substantid noncompliance

* Note: The lending test is weighted more heavily than the investment and service tests when arriving
a an overdl rating.

Scope of the Examination

This evaduation covers lending adtivities for 1997 and 1998, and community devel opment investment
and srvice ativities for the period from January 1, 1997 through April 5, 1999. The evdudionis
basad on andyds of the bank:=s Home Mortgage Disdosure Act - Loan Activity Reports (HMDA-
LARS) and Loan Regigers. We tested these reports for accuracy during the examination by reviewing
ajudgmentd sample of loan files. Spedific loan products evauated indude HMDA-reportable loans
(i.e, home purchase mortgege, refinance, and home improvement loans), amdl businessloans, smdl
farm loans, and community devdopment loans Additiondly, management provided us with other loan
datafor congderation. We a0 evauated community development investments retall services, and
community development sarvices Al loan products were given egud weighting in determining our find
raings. MinotolaNationd Bank=s (MNB) previous CRA examination conducted on March 19, 1997
was rated AOutstanding.f

Description of Institution

MNB isa$410 million inditution located in Vindand, New Jarsey. The bank was chartered in 1913
and isafull savice, intragate bank offering awide array of loan and deposit products. The bank hes
three operaing subddiaries Central-Atlantic Lessing located in Hammonton, NJ, Centrd-Atlantic
Merchant Sarviceslocated in Vindand, NJ, and Lincoln Investment Company located in Wilmington,
DE.

Centrd-Atlantic Leasng (ACAL() performsdl leesing sarvicesfor the bank. CAL wasedtabdlished in




1997, but has not booked a ggnificant amount of leases during the rating period. Centrd-Atlantic
Merchant Sarvices was established in 1999 and provides merchant processing sarvices for MNB and
other finendd inditutions. Lincoln Investment Company is an investment halding subsdiary of the bank.
All of theinvestments of Lincaln Investment Co. were congdered during thisreview. None of these
subgdiaries negativdy impact the bank:=s ahility to service community credit needs. There are no other
finendd or legd impedimentsimpacting MNB-s aaility to hep meat community creciit nesds. Strong
competition is provided by severd larger intersate and regiond banking companies, and local
community banks and thrift inditutions

MNB operates eight full sarvice branches throughout Cumberland, Atlantic and Gloucester counties.
The bank offers automeated tdler machines (ATMS) at three offices and drive-through fadllities are
provided & al eght locations MNB opened abranch in Glassboro, NJin January 199ina
moderate-income censustract (CT).

Southern New Jerssy encompasses a diverse economic base induding amixture of agriculture,
trangportation, manufacturing, smdl and mid-szed retall and tourig rdated businesses. Basad on
discussons with manegement, the bank:=s trade area has experienced economic dedline over the past
decade.

Asof December 31, 1998, the indtitution hed totd |oans gpproximating $302 million, or 74% of totd
asdts. The compostion of the loan portfolio congsts of commerda and commerdd red edaeloansa
60%, resdentid red edate loans a 30%, and consumer loansa 5%. A mixture of congruction,
agriculture and municpa loans meke up the remaining 5% of the loan portfalio.

Description of Assessment Area

MNB has defined one assessment areawhich indudes alarge portion of Cumberland County (MSA
8760), western portions of Atlantic County (MSA 0560), and one CT in Gloucester County (MSA
6160). The assessment areacomprises 23 CTswithin the Philadd phiasWilmington-Atlantic City
CM&A (77). The assessment area complies with regulatory requirements and does not arbitrarily
exdude low- or moderate-income CTs. All market share data discussed in this Public Evduation arein
reference to the bank=s market share within the assessment area, rether than in any larger geographic
area.



Detall of the demogrgphics of the assessment areaisinduded in the fallowing teble

Assessment Area Demogr aphic Profile
CensusTract Number of Census | Percentageof Total Per centage of Per centage of
Characteristic Tracts Tracts Population Families

Low 1 5% <1% <1%
Moderate 4 17% 18% 17%
Middle 14 61% 60% 62%
Upper 4 17% 21% 21%
Total 23 100% 100% 100%

The assessmant area contains one low-income CT, which islocated in Cumberland County. Froma
total of four moderate-income CTs, two are Stuated in Cumberiand County, with onein each
Gloucegter and Atlantic Courntty.

Based on 1990 census data, MNB-s assessment area has a population of 110,774, which incdludes
29,059 totd families Asindicated in the above table, gpproximatdy 18% of total familiesinthe
assessment area are located in low- and moderate-income CTs.

The average of the M SA=s updated median family income per Department of Housing and Urban
Deveopment (HUD) guiddines are $45,143. The census median family incomeis $36,248. Of the
40,807 totd housing units, 81% are one-to-four family units. Owner-occupied housing and rentd
occupied housing represant 65% and 30% of the total housing units available respectively. Vacant
housing units represant the remaining 5% of the totd housing units: The average age of housing unitsin
the assessment arealis forty years and the average cost of these unitsis $82,172.

Basad on discussons with management, the bank:=s trade area has experienced economic dedine during
the past decade largely due to the dosing of locd dothing and glassfactories. For year-end 1998, date
unemployment rates equaed 4.4%. However, unemployment rates for the three counties within MNB:s
as=3ment areaare higher during the sametime frame. They are asfallows Cumberland County -
9.2%, Atlantic County - 5.2%, and Gloucester County - 4.9%.

During January of 1999, Cumberland County was awarded an AEmpowerment Zonel (EZ) desgnation
by the federa government. EZs are areas conddered in need of economic assstance. Cumberland
County will receive $230 million in federd ad over the next ten years. Spedificaly, $100 millionin
grants and loans ($10 million per year) and $130 million in tax credits ($13 million per year) will be
recaived.

Mgor employers and indudtries indude Wheaton Indudries, The Vindand Times Journd, caanos,
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agriculture, produce wholesaling, and retail businesses within the bank=s assessment area.

Credit nesds of the community were determined during this examination through discussons with
management and by an interview with arepresentetive from a private, not-for-profit corporation serving
the needs of low- and moderate-income communitiesin New Y ork, Pennsylvania, New Jersey, Ohio,
Indiana, and Michigan. The organizatiorrs primary focusis on farm workers and rurd aress dthough
they are dso active in many adjacent urban aress. The organization and its related entities provide a
wide array of sarvicesinduding adult training and employment programs, housing deve opment and
management, migrant head dart programs, hedth and safety programs, emergency and supportive
programs, economic development and public advocacy programs

Both indicated that primery credit nesds are affordable housing loans that provide flexible underwriting
dandards and reedily available amdl busnessloans The community representative dso indicated thet

areabanks need to reach out to the low- and moderate-income and minority communities more through
education and by having bilingud personnd inthar branches.

Conclusions with Respect to Performance Tests

Lending Test

Lending Activity

MNB:slending levels reflect good respondveness to assessment area credit nesds During 1997 and
1998, MNB originated 512 HMDA reportable loans within its assessment areafor approximatdy $34
million. 1n 1997, MNB ranked firs in HMDA reportable lending within thelr assessment areawith a
7.32% market share, compared to the second ranked lender with a5.43% share. Market share data
for 1998 was not availadle at the time this report was issued. Additiondly, management provided us
with other loan deta that induded affordable mortgages.  In addition to the loans reported on the bank=s
HMDA- LAR, MNB made 69 loanstatding $5.5 million in conjunction with the New Jersey Housing
and Mortgage Finance Agency (ANJHMFA() that benefited low- and moderate-income borrowers.

MNB isvery attivein both amdl busness and smdl farm lending. During 1997 and 1998, MNB
originated 730 smdl businessand 17 amdl farm loans for gpproximatdy $65 million. In 1997, MNB
ranked tenth in amdl businessloan originations with 3.31% market share. Thismakes MNB the highest
ranked amall busness lender whose total assats are lessthan $1 billion. MNB ranked third in smal
farm loan ariginations with 16.88% market share. Although the tatal number of smdl farm loan
originationsismodest, MNB is one of only three banks actively invalved in fam lending within the
assessment aea. See Table 1 in the Appendix section of thisreport for further details.

Assessment Area Concentration
MNB originates a sgnificant percentage of loansinitsassessment area. During 1997, 85.7% of the
number and 81.2% of the dallar amount of totd HMDA, busness, and farm originations were within the
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assessmant area. During 1998, 71.6% of the number and 73.0% of the dollar amount of originations
were within the assessment areal

The bank:-s average loan-to-depogt ratio Snce the lagt examination (past @ght quarters) is83.2%. This
figureis Sgnificantly better than the nationd peer average over the same period, which gpproximeates
74.1%.

Geographic Distribution of L oans

Our andyss reflects good lending peneration throughout geogrgphies with variousincome
characteridics within MNB-s assessment areg, induding low- and moderate-income CTs. We found no
congpicuous gapsin the bank:=s lending patterns within their assessment areaduring our review. MNB-s
HMDA-rdaed lending petterns are condsent with the owner occupied housing in the various CTsin
the assessment area. Our andysisilludrates that 86% of HMDA-rdaed loans are made within middie-
and upper-income CTswhich is congdered reasonable 9nce these tracts contain 87% of the
asessment arears owner-occupied housing units aswell as 82% of the populaion.

HMDA lending in low- and moderate-income CTsis good when compared to the lending opportunities
inthese CTs. During the evauation period, 0.4% of the bank-s HMDA-rdated loans were made within
MNB:s only low-income CT, compared to 0.08% of the owner occupied housing units being located in
thisCT. MNB originated 13.28% of ther loansin the four moderate-income CTswithin ther
assessment area, compared to 13.22% of owner occupied housing unitsinthese CTs See Tables 2-
4 in the Appendix section of thisreport for further details on the geographic
distribution of loans.

MNB has espedidly good penetration into low- and moderate-income CTswith their home
improvement loan products. Table 3 in the Appendix section shows that while only 0.08% of dl owner
occupied housing unitsin the assessment area are in low-income CTs, 1.23% of MNB:-shome
improvement loans were medein thesetracts. Likewise, 13.22% of owner occupied housing unitsare
in moderate-income CTs and the bank made 18.52% of thair home improvement loansin these tracts.

MNB:s smdl busnesslending in low- and moderate-income CTs adequatdly compares the number of
and| busnessesin low- and moderae-income CTs Within MNB:s assessmeant areq, 7.3% of dl amdl
busnesses and no smdl fams are located in low-income CTs. Additiondly, 17.2% of amdl busnesses
and 7.4% of amd| fams arelocated in moderate-income CTs

In comparison, 3.6% of amdl busnessloans ariginated during the evauation period were in low-income
CTs. Onefam loan for $19 thousand was extended in alow-income CT, even though our information
reports no famsin these areas. Our demographic informetion may not have captured thisfarm dueto
itsamdl sze. MNB originated 12.1% of itsamdl busnessloans and 29.4% of itssmdl farm loansin
moderate-income CTs

Smdl business lender market share reports for 1997 show MNB originated 17 loans totaing $543
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thousand in low-income CTs and 46 loans totaling $3.6 million in moderate-income CTs. MNB ranked
saventh in lending in eech low- and moderate-income tracts with 6.7% and 4.1% market dhare
regpectivey. Regarding smdl farm loans MINB originated one of the two loans extended in low-
income CTswithin their assessment arear This equatesto 50% market share. They dso originated four
of theten amd| farm loans extended in moderaie-income CTsin 1997 for a40% market hare. See
Tables 5-6 in the Appendix section of thisreport for further details on the geographic
distribution of loans to small businesses and small farms.

L ending to Borrower s of Different Income Levels

Our review reveded good lending penetration to moderate-income borrowers and adequate penetration
to low-income borrowers. For 1997 and 1998, 5% of totad HMDA-related originations were to low-
income borrowers and 17% were to moderate-income borrowers. The percentage of HMDA |oans
originated to moderate-income borrowers gpproximetes the percentage of moderate-income families
(18%), in the assessment area during 1997 and 1998. The percentage of HMDA loans origineted to
low-income borrowers during the rating period was beow the percentage of low-income families (20%)
in the assessment area. The bank:=s performance in lending to low-income borrowers can, in part, be
explaned by thelack of affordable housng options within the assessment aea. While low-income
borrowers earn goproximatdy  $22,571 annudly, the average cost for owner occupied housing is
$82,000.

Lender market share reportsfor 1997 HM DA -reportable loans reflect very favorably on the bank as
MNB isranked fird among dl lenders doing busnesswithin its assessment aea. MNB-s market share
equatesto 7.32% of dl HMDA loans originated within its assessment area. The bank ranked third by
originating ten loans totaling $229 thousand, for amarket share of 5.52%, to low-income borrowers
during the evaluation period. MNB ranked firg by originating 46 loanstotaling $1.8 million, for a
market share of 7.84% to moderate-income borrowers. See Tables 7-9 in the Appendix section
of thisreport for further details on Lending to Borrowers of Different Income Levels.

MNB dso made $65.5 million of afordable mortgeges available to low- and moderate-income
borrowersin conjunction with the NJHMFA during the evaluation period. Sixty (87%) of these
mortgages were to low- and moderate-income borrowersin MNB-s assessment area

NJHMFA provides mortgeges and mortgage rdated sarvices to low- and moderate-income individuas
throughout New Jersey and focuses on spedific Atarget dities) induding Vindand and Millville
NJHMFA mortgage products have higher than average acoeptable loan-to-va ue ratios (95%-97%),
lower than normd fees and doding cods, and interest rates aslow as 5%.

MNB:sroleisto make potentid borrowers awvare of the various products NJHMFA offers assg in
completing goplications, gathering required information and ensuring goplicants meet the requirements of
the program. NJHMFA makes the crediit decison, and sends the information back to MNB so thet
they are dleto fund theloan. Theseloans are then sold to NJHMFA. MNB was recognized by
NJHMFA for excdlencein originating these affordable loan products and especidly the AToo Good,
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but 1t=s Truef) product.

L ending to Small Businesses and Small Farms

MNB lending to amdl busnessesand smdl farmsisgood. During 1997 and 1998, MNB originated
730 amdl busnessand 17 smdl fam loansfor goproximatdy $64.5 million. Lender market share
report for 1997 indicates that MNB ranked tenth in amdl busnessloan originations with 3.3% merket
shae MNB ranked third in farm loan originations with 16.88% market share: MNB isone of only
three banks activdly involved in farm lending within the assessment area. See Tables 10-11 in the
Appendix section of thisreport for further details on borrower distribution of small
business and small farmloans.

There are 2,913 companies that qudify as small businesses representing 89% of tota busnesses within
the assessment aea. Thereare dso 104 amdl fams that equiate to 89% of totd farms within the
assessment aea. During the evduaion period, 71% of MNB-s smdl business|oans were mede to
busnesses with less than or equd to $1 million in gross annud revenues. Likewise, 90% of dl samdl
farm loans were made to smdl farms with less than or equd to $1 million in gross annud revenues,
Additiondly, the mgority of al amdl busness (81%) and smdl farm (94%) loans arigineted during the
evauation period are for less than $100,000.

Community Development Lending

MNB:s community development lending islimited. MNB provided two congruction loans for $128
thousand for individud resdencesin aproject deveoped by aloca not-for-profit organization.
Permanent mortgages for these properties were obtained by the low- and moderate-income resdents a
other inditutions.

Product I nnovation

MNB usesflexible lending practices to sarve the credit needs of its assessment aea They work in
conjunction with anumber of dateffederd agendes, non-profit organizations and private invesorsin
helping to meat the crediit nesds of the community. These indude the NHMFA, Farmers Home
Adminidration (“FHA”), Veterans Adminigration (“VA”), Rurd Opportunities Inc. (*ROI”) and
vaious other investors. In 1997 and 1998 the bank made atotd of 115 resdentid mortgages for $8.7
million through these programs which were not induded on the bank=s HM DA reports snce MNB did
not maeke thefind credit decison. These agendesrdy on lending indtitutions as intermediiaries between
themsdalves and the public, meking the banks an integral part of the lending process

In addition to the NJHMFA and ROI programs, MNB made 27 FHA loans for $1.8 million and ten
VA loansfor $910 thousand during the reting period. The bank aso funded and sold seven resdentia
mortgagesto vaiousinvestors that gpedidize in loans with higher then average credit risk in the amount
of $497 thousand.

MNB patidpaesin U.S. Smdl Busness Adminigration (ASBA@) lending programs During the



evauaion period, MNB mede four loans totaling $262 thousand with each having the benefit of an
BA guarantea. All of the loans made in conjunction with the SBA have been induded in the bank=s
smdl business lending reports.

In addition, Vindand and Millville are part of an Urban Enterprise Zone (AUEZR) which dlowsfor
reduced salestax rates (3% rather then the usud 6%) and sets up aloan fund to help finance busnesses
withinthe UEZ. MNB worksin partnership with the UEZ loan fund, which has dlowed them to extend
sven loanstotaing $3.5 million to both amdl businesses and nonsmall businesses within ther
assessment area during the evauation period. In each case the UEZ |oan fund has funded supporting
loans for these same businesses, but in asubordinated postion. The UEZ=s supporting funds for these
sven loans have been in the amount of $1.6 million. All of the loansthat qudlify as smdl businessloans
have been induded in the bank=s smdl business lending reports

| nvestment T est

Thebank hasagood levd of qudified investments, totaing $1.16 million thet benefit ther assessment
areg, the gate of New Jersey, or abroader regiond area.

MNB holds a$1 million structured pass-through security backed by mortgages to low- and moderate-
income borrowers or to borrowers resding in low- or moderate-income CTsin New Jarsey, Ddaware,
Pennsylvania, and Maryland. This security is collaerdized by more than 6,000 low- and moderate-
income housing units throughout the region.

MNB dso mede qudified contributions to two not-for-profit organizationsin the tota amount of
$3,010.

The bank dso holds two issues totaing $160 thousand of the NJHMFA:s Rental Housing Revenue
Bonds, which were purchasad prior to thisevauation period. These bonds are for the sole purpose of
financing various low- and moderate-income rental housing projects throughout the date of New Jersey.
These particular issues were used to finance four separate projects containing 454 units of low- and
moderae-income housng. See Table 12 in the Appendix section of thisreport for further
details.

Service Test

Retail Banking Services

MNB:s branch ddivery sysems are accessble to geographies and individuds of different income levels
in the assessment area. MINB provides banking services throughout the entire assessment areawith
elght branch locationsinduding four locationsin Atlantic County, three in Cumberland County, and one
in Glouceser County. MNB aso offersthree ATMsto its cusomers dl a branch locations. All eght
branches are equipped with drive-in fadlities Asnoted earlier in this evduation, one branch was
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opened during this evauetion period in amoderate-income CT, improving accessibility to sarvicesin
moderae-income aress. FHfty percent of the bank:=s branches are now located in moderate-income
CTs. Pleaserefer to Appendix A, Table 13 for more details on the bank:-s branch
distribution.

Office hours meet the convenience and neads of the entire community and indude extended weekday
and Saturday hoursat dl locations. The mgarity of low- and moderate-income families resde within
low- and moderate-income CTs While the bank does nat have any branchesin the one low-income
CT within their assessment area, this CT is directly adjacent to moderate-income CTs containing branch
offices. Peopleresding in thelow-income CT mud trave less then five milesfor full accessto MNB-s
savices. Additiondly, low- and moderate-income families comprise 37% of tota families living within
middeincome CTsand 27% of totd familiesresding in upper-income CTs Savicesdo not vary in
any way that inconvenience low- and moderate-income individuas living within the assessment area.
See Table 13 in the Appendix section of thisreport for further details.

MNB offersagandard array of products and services that are gopropriate for an inditution of itssze
and capadity. Consumer products indlude various demand deposit and savings plans priced to meet the
needs of avaiety of cusomers.

Additiondly, MNB hastallored its sarvices by providing abilingud cusomer sarvice representaive or
tdler in eech of itsbranch offices. Bilingud sarvices have been identified as anead in the assessment
aea Thenesd for bilingua personnd hdps the large Spanish goesking community in the assessment
areaand serves the migratory farm workersthat are in the areafor seasond employment. The mgority
of these migratory farm workers do not spesk English. This sarvice isimperaive for them in conducting
their banking needs such as cashing checks, opening savings accounts and purchasing money orders
MNB has been very repongveto thisidentified need.

Community Development Services

MNB provides an adequete levd of community development sarvices within its assessment area

MNB has particpated in severad workshops and seminarsin conjunction with local community,
government, and smdl busnessgroups 1N 1997 MNB participated in an Affordable Housing Seminar
sponsored by the Greater Vindand Chamber of Commerce and dso made a presentation on resdentia
mortgage options during a Home Ownership Counsding Presentation sponsored by ROl. MNB dso
paticipated in a Busness Summit focusng on finendng and economic assstance programsin 1997.

In 1998 the bank participated in two busnessrdated ssminars. Thefirgd wasaBusnessLoan
Workshop for new and expanding businesses sponsored by Rowan University. The other wasan SBA
Seminar gponsored by the Vindand Chamber of Commerce. At dl of these events, bank personnd
mede presentations and offered advice free of charge to the public and participants
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Compliance with Antidiscrimination L aws

A far lending review performed in conjunction with this CRA examination revedled that MNB is
complying with fair lending regulations. During this examination we reviewed al goplications, bath
gpproved and denied, for home purchase mortgages recaived by the bank from October 1, 1998
through December 31, 1998 for conggtent underwriting and loan terms. No vidlaions of the
Subgtantive provisons of the anti-discrimination laws were discovered.
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Scope of Examination

Time Period Reviewed

January 1, 1997 through April 5, 1999

Financial I nstitution:
Minotola Nationd Bank
Vindand, New Jarsey

Products Reviewed: HMDA Reportable Loans Smdl
Busness Loans, Smdl Farm Loans Community Devd opment

Loans, Investments, and Sarvices

Affiliates Affiliate Relationship Products
Reviewed
Centra-Atlantic Leesang Company | C-A Lessngisawhaly owned subsdiary | None
of Minotola Nationd Bank
Centrd-Atlantic Merchant C-A Merchant Sarvicesisawhally owned | None
Savices subsdiary of Minotola Nationd Bank
Lincaln Investment Company LincalnisaWhally-Owned Investment Securities
Subsdiary of MinatolaNationd Bank Portfalio

List of Assessment Areasand Type of Examination

Assessment Area Typeof Exam | BranchesVisited | Other
I nfor mation
Includes Portions of MSA 8760, On-Site MNB:sLincon None
MSA 0560 & MSA 6160 within Avenue and Chestnut
the Philadd phiaWilmington- Avenue dfficesin
Atlantic City CMSA 77 Vindand, NJ

13




