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Definitions and Common Abbreviations




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

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

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

CensusTract (CT) - Small, locally defined satistica areas. These areas are determined by the United
States Census Bureau in an attempt to group homogenous populations. A CT has defined boundaries per
10-year census and an average population of 4,000.

Home Mortgage Disclosure Act (HMDA) - A dtatute that requires certain mortgage lenders that do
business or have banking offices in an MSA to file annud summary reports of their mortgage lending
activity. The reports include such data as the race, gender, and income of gpplicants; the amount of loan
requested; and the loan disposition (e.g., approved, denied, or withdrawn).

Median Family Income (MFI) - The median income determined by the United States Census Bureau
every 10 years and used to determine the income leve category of censustracts. Also, the median income
determined by the Department of Housing and Urban Development annualy that is used to determine the
income leve category of individuds For any given areg, the median isthe point a which hdf of the families
have income aboveit and haf below it.

L ow-Income - Income levelsthat are less than 50 percent of the MFI.

M oder ate-l ncome - Income levelsthat are at least 50 percent and less than 80 percent of the M.
Middle-Income - Income levelsthat are at least 80 percent and less than 120 percent of the MFI.

Upper-Income - Income levelsthat are 120 percent or more of the MFI.

Small Business L oans - Loans to businesses with gross annua revenues of less than $1 million.



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'srecord of meeting the credit needs of its entire community, including low- and moder ate-
income neighborhoods, consistent with safe and sound operation of the ingtitution. 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 CRA performance of Western Security Bank, N.A. prepared
by the Office of the Comptroller of the Currency, the institution's supervisory agency, as of
June 14, 1999. The agency rates the CRA performance of an institution consistent with the
provisions set forth in Appendix A to 12 CFR Part 25.

INSTITUTION'SCRA RATING: Thisinditution israted “ Satisfactory.”

Western Security Bank’s CRA performance rating is based on the following factors:

The bank’s lending to borrowers of different incomes and businesses of different Szes meets the
standards for satisfactory performance.

The geographic digtribution of loans throughout the assessment area meets the sandards for satisfactory
performance.

The bank’ s quarterly average |oan-to-deposit ratio exceeds the sandards for satisfactory performance.

The number and dollar amount of loans made within the assessment area medts the sandards for
satisfactory performance.

The bank has established a community development corporation that provides financing for low- and
moderate-income senior citizen housing projects.



DESCRIPTION OF INSTITUTION:

Western Security Bank, N.A. (WSB) is a$140 million community bank located 12 miles northwest of Los
Angeles in the city of Burbank, Caifornia. Western Security Bancorp, a one-bank holding company,
whoally owns WSB and islocated at the same address of the bank and has totd assets of $146 million. The
bank has the following three subsidiaries set up to provide lending products and services.

Subsdiary Lending Focus

Western Security Finance Corporation Asset-Based Financing

Western Security Acceptance Corporation Indirect Auto Financing
Western Security Community Development Corporation Affordable Housing Financing

The bank’ s headquarters and only branch are both located in Burbank. The bank aso has one automated
teller machine (ATM) which is located adjacent to the branch office. WSB offers traditiond financia
products and services including commercid loans, Smdl Busness Adminidration (SBA) loans, and deposit
accounts and services. The bank’ s lending focus is primarily to businesses. The bank had net loans of
$101 million a March 31, 1999, which represented 70 percent of totd assets. The loan portfolio
distribution includes 59 percent commercia loans and 39 percent consumer loans.

The last CRA examination was performed as of May 1, 1995, and the bank received a rating of
“Sdtisfactory record of meeting community credit needs.” The bank does not have any legd or financid
circumstances that would impede its ability to help meet the credit needs in the assessment area. The bank
has neither closed nor opened any branches since the last CRA eva udtion.

DESCRIPTION OF ASSESSMENT AREA:

WSB has designated dl of Los Angeles County, Cdifornia, asits assessment area. The county is located
inasngle MSA. Thisareacontains 1,652 censustracts. The assessment area meets the requirements of
the regulation and does not arbitrarily exclude low- and moderate-income geographies. The 1990 U.S.
Census median family income for the assessment area was $42,940. The 1998 updated median family
income for the assessment areais $49,800. The demographic makeup of the assessment areais detailed
inTable 1.

ASSESSMENT AREA DEMOGRAPHIC DATA
DISTRIBUTION BY CENSUS TRACT

TABLE 1
i Low Moderate Middle Upper Total
Demographic Data
Number | Percent Number Percent Number Percent Number Percent Number Percent
Census Tracts 147 9 377 23 544 33 565 34 1,652 100
Population (000’s) 799 9 2,366 27 3,007 34 2,674 30 8,863 100
Families (000’s) 156 8 495 24 691 34 694 34 2,036 100




The locd economy has sgnificantly improved and is now stable after experiencing an economic recesson
in the early 1990s. The primary indudtries in the assessment area are business and professond
management, hedth care, tourism, internationd trade, technology, and entertainment. Red edate
condruction and saes experienced sgnificant growth in 1997 and 1998. Unemployment levels are stable.
The most recent reported unemployment rate for Los Angeles County is 4.82 percent.

Competition is strong in the assessment area. There are many financid inditutions in the area competing
to provide credit to businesses and consumers. These comptitors include branches of multinationa banks,
regiond banks, community banks, thrifts, savings and loans, and credit unions.

COMMUNITY CONTACTS:
We made one new community contact with aloca economic development corporation and reviewed Six

othersthat were onfile. Generdly, dl contacts mentioned the continuing need in the county for affordable
housing loans and gtart up, smal business loans.



CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA:

Lending to Borrowers of Different Incomes and to Businesses of Different Sizes:

Theoverall distribution of loansto borrower s of different incomes and businesses of different
sizes meetsthe standardsfor satisfactory performance.

We took random samples of consumer and commercia loans made in 1998. We found that the bank
originated a subgtantia portion of consumer loansto low- and moderate-income borrowers. However, we
found originations to small businesses to be less favorable when compared to demographic data.

Consumer Loan Analysis

Asilludrated in Table 2, our analyss of consumer |oans showed that the bank provides loansto low- and
moderate-income borrowers at aleve exceeding the population’s characteristics. Twenty percent of the
number and dollar amount of consumer loans were made to low-income borrowers, while 35 percent of
the number and 33 percent of the dollar amount was to moderate-income borrowers. This compares
favoradle to the didribution of families in the assessment area by income levd. Mog of the bank’s
consumer loans are indirect auto loans. As part of the indirect loan program, the bank established aFirst
Time Buyer Program. Many of the loan originations in this program are to low- and moderate-income
individuas in the assessment area.

CONSUMER LOANS
DISTRIBUTION OF BORROWERS BY INCOME LEVELS
TABLE 2
Number of Loans Percent of Loans Percent of Loans P‘?Fcer_‘t of
Income Level . Families in Each
in Sample by Number by Dollar Amount
Category
Low Income 4 20 20 8
Moderate Income 7 35 33 24
Middle Income 2 10 9 34
Upper Income 7 35 38 34
Sample Totals 20 100 100 100

BusinessLoan Analysis

Asillugrated in Table 3, our analysis of loans to businesses showed that the bank providesloansto smal
busnesses a alevel below the demographic characteristics. Forty-three percent of the loan originations
in our sample were made to smadl businesses. In comparison, the area demographic profile shows that 87
percent of businesses are consdered to be smdl businesses. Given the variance between the bank’ s small
loan originations and the area demographics, the bank has room for improvement in this area.



COMMERCIAL LOANS
DISTRIBUTION TO VARIOUS BUSINESS SIZES
TABLE 3
Number of Loans Percent of Percent of Businesses in the
Gross Revenues .
in Sample Sample Assessment Area
Less than $1 million 12 43 87
Greater than $1 million 16 57 13
Sample Totals 28 100 100

Geographic Distribution of Loans:

The geographic distribution of loans throughout the assessment area meetsthe sandar dsfor
satisfactory performance.

Asillugrated in Table 4, the bank originated loans in proportion with the demographic make up of the
assessment area. Eight percent of the number and dollar amount of 1oans were made in low-income census
tracts, while 21 percent of the number and 17 percent of the dollar amount was made in moderate-income
censustracts. Thisiscomparable to the distribution of censustractsin the assessment areaby incomeleve.

DISTRIBUTION OF LOAN ORIGINATIONS IN THE ASSESSMENT AREA
JANUARY 1, 1998, TO DECEMBER 31, 1998

TABLE 4
Dollar Percent of Percent_of
Percent of Loans in
Number of Amount of Loans by
Census Tract Type Loans by Census Tracts
Loans Number Loans Dollar by Income
$(000’s) Amount y
Level
Low Income 86 8 5,016 8 9
Moderate Income 243 21 11,243 17 3
Middle Income 415 36 22,526 35 33
Upper Income 405 35 26,480 40 4
Income Not Available 0 0 0 0] 1
Total 1,149 100 65,265 100 100




Loan-to-Deposit Ratio:

WSB'’s loan-to-deposit ratio exceeds the standards for satisfactory performance given the
bank’s size, financial condition, and oper ating environment.

WSB'’s quarterly average loan-to-deposit ratio for the 12 quarters ended December 31, 1998, was 82
percent. Thisiswel above the quarterly average of 64 percent for five amilar banksin WSB's assessment
area. The bankswere smilar to WSB in target market and asset Sze. The average |oan-to-deposit ratios
for the five banks ranged from 50 percent to 77 percent.

WSB'’s loan-to-deposit ratio does not fully reflect the bank’s lending activities. In addition to the loans
retained, WSB dso originates and sdls a substantia volume of SBA loans. In 1998, the bank originated
and sold $11 million in SBA loans on the secondary market.

Lending in the Assessment Area:

The bank’srecord of loan originations within the assessment area meets the standards for
satisfactory performance.

Asillugrated in Table 5, 78 percent of the dollar amount and 71 percent of the number of loans were made
indgde the bank’s assessment area. The bank provided this information. We tested the information for
accuracy and found it to be accurate. This conclusion is reasonable given the bank’ s resources and the
large size of the assessment area. While there are gaps of geographies within the assessment areawith no
loans, the gaps contain low-, moderate-, middle-, and upper-income areas adlike. None are predominate.
The gaps are due primarily to the large Sze of the assessment areaand the rdatively small size of the bank.

LENDING INSIDE AND OUTSIDE THE ASSESSMENT AREA
January 1, 1998, to December 31, 1998

Table 5
. Percent of Loans Dallly (B i Percent of Loans by Dollar
Location Number of Loans by Number Loans Amount
o $(000.5)
In Area 1,149 71 65,265 78
Out of Area 473 29 18,821 22
Totals 1,622 100 84,086 100

Written Complaints.

WSB has not received any written complaints since the prior evauation about its performance in helping
to meet the credit needs within its assessment area




Record of Compliance with Anti-discrimination Laws:

Our fair lending examination did not find any evidence of discrimination or practices intended to discourage
gpplicants from gpplying for credit. The examination concluded that the bank is in compliance with the
requirements of the Equal Credit Opportunity Act.

Other Information Considered:
Community Development Lending

WSB egtablished a Community Development Corporation (CDC) in 1997 to provide financing for senior
citizen affordable housing projects. This financing provides bridge loans for the development of quaified
projects until the long-term permanent financing (usualy bonds) can beissued. The bank has dlocated a
sgnificant portion of its resources to this venture. At March 31, 1999, the bank had eight loans to
affordable housing projects totaling $12 million (12 percent of gross loans). Each of the senior citizen
housing projects has income redtrictions that require most of the units to be occupied by low- and
moderate-income tenants. The eight current projects provide 898 affordable housng unitsto senior citizens.

Given the rapidly growing population of senior citizens in the assessment ares, the need for this type of
affordable housing is strong. The CDC works closely with the State of Californiaand loca municipdities
to structure the financing for these projects. The bank’ s holding company has a subsdiary that manages
the properties financed by the CDC. The CDC helped establish a nonprofit entity that is focused on
providing life enrichment services to the senior citizens at the projects the bank finances.

The community development program isinnovaive for abank of this Sze, and thar efforts to establish and
operate the CDC are commendable.



