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NOTE: Thisevaluation isnot, nor should it be construed as, an assessment of the financial
condition of thisingtitution. Therating assigned to thisinstitution does not
represent an analysis, conclusion or opinion of the federal financial supervisory
agency concer ning the safety and soundness of thisfinancial institution.



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

This document is an evaluation of the Community Reinvestment Act (CRA) performance of The
First National Bank of Bells/Savoy prepared by The Office of the Comptroller of the
Currency, the ingtitution's supervisory agency, as of October 12, 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'S CRA RATING: Thisinditution israted Satisfactory.
The following factors support this overdl rating:

! The bank=s |oan-to-depogit ratio is reasonable, given the ingtitutiorrs Size, financid condition,
and assessment area credit needs.

The bank originated a mgority of business, consumer, and home loans sampled during this
examination within the bank:s assessment area.

The bank:=s lending performance reflects a reasonable distribution of credit to businesses of
different 9zes and borrowers of different income levels

The geographic digtribution of loans reflects a reasonable digpersion throughout the
assessment area.



The following table shows the performance level of The First National Bank of Bells/Savoy
with respect to each of the five performance criteria.

SMALL INSTITUTION
ASSESSMENT CRITERIA

THE FIRST NATIONAL BANK OF BELL SSAVOY
PERFORMANCE LEVELS

Exceeds M eets Standar ds for Does not meet

Standardsfor Satisfactory Standardsfor
Satisfactory Performance Satisfactory
Performance Performance

Loan-to-Deposit Ratio X

Lending in Assessment Area X

Lending to Borrowers of X

Different Incomes and to

Businesses of Different Szes

Geographic Didribution of Loans X

Response to Complaints No consumer complaints were received.

Scope of the Examination

Thisevauation of The First Nationd Bank of Bdlls/Savoy:s (First Nationd Bank) CRA performance
covers the period from September 18, 1996 through October 12, 1999. The evaluation includes an
andyssof Firg Nationd Bank=s designated assessment area, which covers the area of East Grayson
County and West Fannin County, Texas. We aso base our andlysis on First National Bank=s business
and consumer lending, in addition to the bank=s home loan activity.

Description of Ingitution

Firgt Nationd Bank isa $35 million indtitution, with its main office a 615 E. Bdls Boulevard in Bdlls,
Texas. The bank isasubsdiary of First Bells Bancshares, Inc., a Texas one-bank holding company.
The bank currently hasthree ATM locations, two ATM:=s are located in Bellsand one ATM islocated
in Savoy, Texas. Firgt National Bank was rated ASatisfactoryl in the previous CRA Public Disclosure

dated September 18, 1996.

The bank=s lending activity emphasizes mortgage and consumer loans. Additiona products include
gmdl busness and amd| farm loans. The bank:s financid condition does not hinder its ability to meet
community needs. The legd, regulatory, and economic environment do not Sgnificantly affect the

inditutiores ability to make loans.




As of June 30, 1999, the bank-s net loans to tota assetsratio was 60%. The following table portrays
the principle loan mix of First Nationa Bank.

TYPESOF L OANS OUTSTANDING

JUNE 30, 1999

($000's)

TYPE OF LOANS AMOUNT PERCENTAGE
1-4 Family Residential Loans $8,459 39%
Installment $5,130 24%
Commercial & Industrial $4,133 19%
Commercial Real Estate L oans $2,543 12%
Agricultural $1,066 5%
Other $101 <1%
TOTAL $21,432 100%

Description of Assessment Area

First National Bank:s assessment area consists of censustract (CT) 1.00 of Grayson County, which is
in the Sherman-Denison MSA, and block numbering areas (BNA) 9503, 9504, and 9506 in Fannin
County. The bank isin the eastern portion of Grayson County, gpproximately two miles west of Fannin
County. The great mgjority of the assessment area, however, islocated in Fannin County. The
assessment area meets regulatory guideines and does not arbitrarily exclude any low- or moderate-
income areas. The following table reflects the demographics for the assessment area.

ASSESSMENT AREA DEMOGRAPHICS
Designation # CT/BNAs | % of Total CT/BNAs | % of Households Residing in the
CT/BNAs

L ow 0 0% 0%

Moder ate 1 25% 15%

Middle 3 75% 85%

Upper 0 0% 0%

N/A 0 0% 0%




ASSESSMENT AREA DEMOGRAPHICS

TOTAL 4 100% 100%

Approximately 17,962 residents populate the assessment area. The assessment areass median family
income for 1999 is $35,950. In addition, the median housing value is $38,327, with the median age of
housing stock in the assessment area at 32 years. Eighty-six percent of housing units are occupied, with
owner-occupied housing at 65% and renta-occupied housing at 21%. Fourteen percent of housing
units are vacant.

The city of Bdlsis primarily abedroom community with individuas commuting to work in Sherman or
Bonham. Unemployment rates have remained low and steady over the past two years a gpproximately
3%. Firg Nationd Bank operates in a competitive environment, which includes six community banks.
The ast Szes of these banks range from $14 million to $93 million.

We determined the credit needs of the community through discussions with management and alocd
community contact made by this agency. The credit needs identified included home mortgages and
consumer loans. Theloca community contact identified affordable mortgages as a credit need. The
community contact aso stated that community development projects, such as public recreetion facilities,
need to be implemented.

Concdusonswith Respect to Performance Criteria:

This review covered home mortgage, consumer, and business |oans made within the period of January
1, 1998 to June 30, 1999.

L can-to-Depost Ratio

The loan-to-depodit ratio is reasonable, given the ingtitutiores Sze, financid condition, and assessment
area credit needs. First National Bank:=s quarterly average loan-to-deposit ratio for the past twelve
quartersis 57%. The average loan-to-deposit ratio for the other Sx community banks in the assessment
areawas 53% during the same time. The average loan-to-deposit ratio during the same time frame for
national peer banks was 64%. The nationd peer group consists of 235 banks located in MSASs
throughout the United States. The asset Size of the peer banks ranged from $25 million to $50 million.
These banks, like First Nationd Bank, have only one banking office. The bank:s loan-to-deposit ratio
has steadlily increased since the last examination and was 68% as of June 30, 1999.

Lending in Assessment Area

Of the loans sampled, First Nationd Bank originated a mgority of home mortgege red estate,
consumer, and commercia loans within its assessment area. We took a sample of 20 home mortgage
redl estate loans, 20 consumer loans, and 20 commercia loans that originated within the specified
period to determine the location of loan originations. Thirty-nine out of the 60 or 65% of the loans
reviewed were in the assessment area. Of the $3.2 million in originations sampled, only $1.49 miillion or
46% were in the assessment area. Thisis due primarily to one large commercid loan originating at
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$618 thousand and outside of the assessment area. A recap of our sampling resultsis summarized in
the table on the following page.

ASSESSMENT AREA L ENDING

Loan Type Total #of Loans | % of # Loans Amount % of
Sampled in AA in AA ($000s) Amount

Home L oans 20 14 70% 357 59%

Consumer Loans 20 15 75% 69 66%

Commercial Loans 20 10 50% 1,065 43%

Total 60 39 65% 1,491 46%

L ending to Businesses of Different Sizes

Firgt Nationa Bank=s lending to businesses of different Szesis adequate. In our sampling of ten
business loansin the assessment areg, nine or 90% had gross annua revenues of $1 million or less,

L ending to Borrower s of Different Incomes

The didribution of loansto borrowers of different income levelsis reasonable. The following table
summarizes the results of our sample of mortgage and consumer loans within the assessment area and
funded between January 1, 1998 and June 30, 1999.

Borrower #of Loans | % $Voal. of % % Families
Income Level Loans
($000s)

Low 2 7% 16 4% 22%

M oder ate 7 24% 57 13% 16%
Middle 11 38% 194 46% 21%
Upper 9 31% 160 37% 41%
Total 29 100% 427 100% 100%




% Families: This data defines the composition, by income level, of the families in the assessment area. To
illustrate, 22% of the families in the assessment area are low income families; sixteen percent are moderate
income families, €tc....... Source: 1990 U.S. Census Data

Geogr aphic Digribution of Loans

The geographic digtribution of loans reflects a reasonabl e dispersion throughout the assessment area.
The bank did not exclude any locationsin the assessment area for lending purposes.

The assessment area consigts of no low-income CTSYBNAS and only one moderate-income CT/BNA,
which isin Bonham, Fannin County, Texas. Of the loans sampled, the bank originated no loans within
the moderate-income BNA. The lack of penetration in the moderate-income BNA is attributed to (1)
the presence of other financid indtitutionsin Bonham and (2) First Nationd Bank=s location, which is 13
miles from Bonham.

Compliance with Anti-discrimination Laws

A fair lending review performed with this CRA examination revedled satisfactory compliance with fair
lending regulaions. Wereviewed dl approved conventional home purchase loans made to female-
only applicants We compared the rates and terms on the female-only applicants to the same for
approved home purchase loans made to male-only applicants Our sample conssted of four femae
gpplicants and eight male gpplicants. We found no violations of anti- discrimination laws or regulations.

Response to Complaints

Firgt National Bank has not recelved any consumer complaints concerning CRA issues.



