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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
ingtitution'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
institution's record of meeting the credit needs of its community.

This document is an evaluation of the Community Reinvestment Act (CRA) performance of
Halifax National Bank prepared by The Office of the Comptroller of the Currency, the
institution's supervisory agency, as of May 17, 1999. The agency rates the CRA performance of
an ingtitution consistent with the provisions set forth in Appendix A to 12 CFR Part 25.

INSTITUTION'S CRA RATING: Thisinditution israted Satisfactory.

This overdl rating is supported by the following factors:

I the bank’ s average |oan to depodit retio of 72% since the last CRA examination is
reasonable compared to local competitors;

amgority of resdentid mortgage loans granted during this evauation period originated
within the assessment areg;

the bank’ s record of lending to borrowers of different incomesis considered reasonable
when compared to the demographic compaosition of the assessment area; and

the bank extends commercid credit to businesses of dl dzes.



The following table indicates the performance level of Halifax National Bank with respect to
each of the five performance criteria.

SMALL Halifax National Bank
INSTITUTION PERFORMANCE LEVELS
ASSESSMENT
CRITERIA

Exceeds Meets Doesnot
Standardsfor Standardsfor meet
Satisfactory Satisfactory Standardsfor
Performance Performance Satisfactory
Performance

Loan to Deposit
Ratio

Lendingin
Assessment
Area

Lending to
Borrowers of
Different
Incomes and to
businesses of
Different sizes

Geographic Not a Meaningful Analysis
Distribution of
Loans

Response to No complaints were received since the prior
Complaints examination.




DESCRIPTION OF INSTITUTION

Halifax Nationd Bank (HNB) is an independent community bank located in upper Dauphin County,
Pennsylvania, approximatdy twenty miles north of Harrisburg, the state capital. Banking facilities
include the main office, adrive-in facility, and an automated tdler machine (ATM), dl within the
borough of Hdifax. No branches were opened or closed during this evaluation period; however, the
ATM opened in November of 1998. Assetstotaled nearly $48 million on March 31, 1999. Gross
loans represent 64% of the bank’ s assets. HNB is primarily aresdentiad mortgage lender. By dollar,
the loan portfolio conssts of 79% residential mortgages, 17% commercia, and 4% consumer |oans.

HNB received a satisfactory rating on March 5, 1996, during their last CRA examination. There are
no legd or other impediments which would limit the bank’ s ability to help meet the credit needs of its
community.

DESCRIPTION OF ASSESSMENT AREA

HNB's assessment area (AA) consgts of eight census tracts (CTys) in upper Dauphin County. Seven of
the CTs, or 88%, are designated as middle-income; the other tract, designated as moderate-income,
lies on the northeastern border of the bank’s AA. The AA complies with the legd requirements of the
regulation and does not arbitrarily exclude any low- or moderate-income geographies. ThisAA
represents asmall part of the Metropolitan Statistical Area (MSA) 3240, which conssts of four
counties.

The AA’s population totals 32,855 and the updated HUD non-MSA gtatewide median family incomeis
$46,500. Of housing unitsin the area, 74% are owner occupied, 19% are rental occupied, and 7% are
vacant. The median housing cost is $57,816 and the average monthly grossrent is $324. The local
economy is generdly stable. The Dauphin County unemployment rate of 3.7% is better than the Sate
average of 4.3%. Many locd residentstravel to Harrisburg for employment. Mgor employersin the
immediate Hdifax area are the locd school didrict and a Giant supermarket. Manufacturing facilitiesin
nearby Millersburg, including Brubaker Tool Corp., Metd Industries Inc., and Seal Glove Co., provide
other employment opportunities within the AA. The bank’s primary competitors are Community Banks
N.A. and MidPenn Bank, both headquartered in Millersburg, Pennsylvania about eight miles north of
Hdifax. The asset Sze and branch network of each of these competitors are consderably larger than
HNB.

A loca government representative was contacted to help to determine credit needs of the community.
He described the primary credit needs as home mortgage and persona loans, and fdlt that those needs
are being met by the local banking indtitutions. The number of smdl businessesin the area are few,
limiting the need for commercid loans. HNB actively serves the credit needs of the loca community,
including the borough and municipa authorities.



CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA

Scope of Review

Our anadysis was based on areview of al Home Mortgage Disclosure Act (HMDA) reportable loans
that originated in 1997 and 1998 (190 loans totaling over $10 million). We dso evduated smal
business lending activity by reviewing commercid and indudtria 1oans and loans secured by nonfarm
nonresdential rea estate that were made from January, 1997 through March, 1999 (33 loans totaling
$2.6 million). These originaions represent a substantid mgority of the bank’ s lending activity over this
period. All dollar amountsincluded in the tablesin this report are in thousands, unless otherwise
indicated.

L oan to Deposit Ratio

HNB'’s quarterly average loan to deposit (LTD) ratio Snce our last examination is 72%. Thisratiois
considered reasonable because it closaly comparesto the LTD ratio of 74% reported for the two other
banks serving the assessment area, as mentioned earlier. Both ratios exceed the national average LTD
ratio of 65%.

Lending in Assessment Area

A mgority of the bank’ s lending activity occurs within its AA. This concluson is supported by our
andysis of HMDA and smdll business lending as described in the scope. The table below shows that
the mgority of these types of loans were made within the bank’s AA.

TABLE 1
ASSESSMENT AREA ANALYSIS

HMDA LOAN ORIGINATIONS

Number % Dollar Amount of Loans %
of Loans
Insde AA 169 89 9,153 83
Outsde AA 21 11 1,837 17
Totd 190 100 10,990 100

SMALL BUSINESSLOAN ORIGINATIONS

Insde AA 26 79 1,817 69
Outsde AA 7 21 800 31
Total 33 100 2,617 100







Lending to Borrower s of Different Incomes and to Businesses of Different Sizes

The bank’ s record of lending to borrowers of different incomes is considered reasonable. The
following table shows the bank’s HMDA |oans granted to borrowers of different income levels and the
percentage of familiesin those same income categories within the AA.

TABLE 2
BORROWER DISTRIBUTION OF HMDA LOAN ORIGINATIONS
Percentage Number Dollar Amount

Borrower Income of Familiesin the of of Loans
Dedgnation AA Loans % %
Low 18 12 7 300 3
Moderate 24 36 21 1,413 15
Middle 29 59 35 3135 | 34
Upper 29 62 37 4,305 47
Totd 100 169 100 9,153 | 100

The percentage of |oans granted to low-income families is less than would be expected consdering the
percentage of low-income families within the AA. However, this digparity is mitigated by HNB's
market share for low-income gpplicants. HNB ranks third behind their larger competitors with over
8% market share in HMDA originations to low-income applicants. Also, 22% of low-income families
and 29% of moderate-income families resde in the moderate-income CT which is furthest from the
bank and served by another loca bank.

HNB aso has a stisfactory record of lending to small businesses. A smdll businessis defined as
having gross annud revenues of $1 million or less. Eighty-five percent of the 33 commercid loans
included in Table 1 were made to small businesses. The average Sze of the commercia loans reviewed
was $79,000.

Geogr aphic Digtribution of Loans
A geographic digtribution of loans was not performed because of the homogeneous compostion of the

bank’s AA. The only moderate-income area lies on the northeastern border of the bank’s AA and is
served by another loca community bank headquartered there.



Compliance with Antidiscrimination Laws

A Far Lending review was performed in conjunction with this CRA examination usng the loan terms
gpproach. Mortgage refinances and unsecured consumer |oans granted to single males were compared
to those granted to single femaes. Thisreview reveded no appearance of disparate treetment. The
bank isin compliance with Fair Lending regulations. We noted no practices intended to discourage or
impede potentid borrowers from gpplying for credit.



