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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federa financia supervisory agency to useits
authority when examining financid inditutions subject to its supervison, to assess the indtitution’ s record
of meeting the credit needs of its entire community, including low and moderate-income neighborhoods,
cong stent with safe and sound operation of the ingtitution. Upon conclusion of such examinetion, the
agency must prepare awritten evauation of the ingtitution’ s record of meeting the credit needs of its
community.

This document is an evauation of the CRA performance of Ellenville National Bank (ENB)
prepared by the Office of the Comptroller of the Currency, the ingtitution’s supervisory agency, as of
August 19, 2002. The agency evauates performance in assessment are(s), as they are delineated by
the indtitution, rather than individua branches. This assessment area evauation may include viststo
some, but not necessarily al indtitution’s branches. The agency rates the CRA performance of an
indtitution consstent with the provisons set forth in Appendix A to 12 C.F.R. Part 25.

INSTITUTION'SCRA RATING
Thisingtitution israted Satisfactory.

The average |oan-to-deposit ratio of 57% meets standards for satisfactory performance based on
the bank’ s financia condition, and assessment area credit needs.

ENB exceeds the standard for satisfactory performance for loans originated within the bank’s
assessment area.

Lending performance meets the standards for satisfactory performance based on the distribution of
credit to borrowers of different income levels.

The bank meets the standard for satisfactory performance and exhibits a good record of lending to
gmd| busness



SCOPE OF THE EXAMINATION

Thisevauaion of Ellenville Nationad Bank’s (ENB) performance covers the period from

January 1, 1999 through December 31, 2001. The evauation includes an analysis of each of the two
assessment areas, a Metropolitan Statistical Area (MSA) and two non-Metropolitan Statistical Area.
The bank’ s primary product was identified as consumer and commercid loansinclusive of commercid
red estate mortgages. The andysisis based on the bank’ s Home Mortgage Disclosure Act — Loan
Activity Report (HMDA-LAR) and Loan Register and ajudgmenta sample of commercid loans.
According to the regulation, the bank must exceed $250 miillion in total assets for at least two fiscd
years prior to the examination in order to be subject to the Large Bank CRA Procedures. Since the
bank was less than $250 million a December 31, 2000, we used the Small Bank CRA Proceduresto
complete this examination.

DESCRIPTION OF INSTITUTION

Ellenville Nationa Bank is a community bank located in rurd Ulster County, New Y ork, 85 miles
northwest of New Y ork City at the edge of the Catskill Mountain region. It iswholly owned by the
E.N.B. Holding Company, Inc., aone-bank holding company. Asof June 30, 2002, total bank assets
were $297 million, total loans $175 million, totd investments $93 million, and total deposits $267
million. Loan portfolio mix: $86 million (49%) commercid red estate loans, $35 million (2%6)
residentid mortgage loans; $31 million (18%) commercid loans; $22 million (13%)consumer loans;
$817 thousand (5%) agriculture loans. According to the Consolidated Report of Condition for June 30,
2002, commercia mortgages represent the largest segment of the bank’ s redl estate secured loan
portfolio or 49% of the total loan portfolio.

ENB operates nine banking offices from which it provides afull range of deposit and loan products.
The bank opened one new branch office in April, 1999 in the town of Newburgh. ENB did not close
any officesin thisevaduation period. All of the offices have Automatic Teler Machines (ATM) except
the Woodridge branch. Drive-up facilities are available at dl locations except the Chester branch. The
office hours vary by location and are based on customer traffic patterns. All offices are open later on
Friday, and eight of the offices have Saturday morning hours.

ENB has grown sgnificantly sncethelast CRA examination. The bank’s assets increased 36% from
December 1998 to December 2001. The largest area of growth has been in red estate |oans, which
grew by 76% within this period. Commercia loans grew by 37%, while consumer |oans increased by
49%. ENB faces strong competition from large and regiona banks, community banks, savings banks
and credit unions.

ENB is not subject to any known legd, financia or regulatory restrictions, which would impede its
ability to help meet the credit needs of its community.

ENB’slast CRA assessment was performed as of March 31, 1998. The bank received a Satisfactory
rating.



DESCRIPTION OF ASSESSMENT AREA

ENB'’s assessment areas meet the requirements of the CRA regulation and do not arbitrarily exclude
low or moderate-income geographies.

The bank has three assessment aress, all located in the southeastern portion of New York State. The
assessment areas, which are contiguous to one another, encompass portions of one MSA, the Orange
MSA 5660, and two non-metropolitan aress.

Orange County MSA — The geographies within this MSA account for the maority of the geographies
in the bank’s combined assessment area. The assessment areas consst of fifty-Sx geographies. The
MSA contains two low-income and twelve moderate-income geographies, which are located within the
asessment area. This accounts for 21% of the totd geographiesin the area. The area dso consists of
twenty-9x middle-income geographies, which account for 39% of tota geographies, and sixteen upper-
income geographies accounting for 24% of the geographies. The assessment areaincludes 2,529 low-
income families. There are 10,716 moderate-income families. Owner-occupied units are 62% of total
housing units, 30% of total housing units are renta occupied and 8% are vacant. The average housing
cost in the assessment areais $135 thousand.

The 1990 U.S. Census Median Family Income for the MSA is $38,998. Thisfigureisused to
determine the income designation of the MSA’s geographies. The 2001 Updated Median Family
Income for thisMSA is $58,700. Thisfigure is used to determine the income designation of individuas
inthisMSA. The Updated Median Family Income is based on information from the Department of
Housing and Urban Development (HUD). The mgority of the population, Sixty-six percent or 259,646
of the combined assessment ared s 390,814 population, reside in thisMSA. The most recent
unemployment rate for Orange County is 4.0%, below the New Y ork rate of 5.7%.

The bank’ s two non-M SA assessment areas are Ulgter and Sullivan Counties. The Ulster County
assessment area congsts of twenty-four geographies located in the southeastern portion of the Route 17
corridor.  The Ulster assessment area, which accounts for 23% of the combined assessment ared's
105 geographies, represents al middle and upper income geographies. There are no low or moderate-
income geographies within Ulster County. The Sullivan County assessment area consgts of fifteen
geographies located in the northeastern portion of the county. This area accounts for 14% of the
combined assessment ared s 105 geographies and conssts of al middle and upper income geographies.

There are no low or moderate- income geographies within Sullivan County. The most recent
unemployment rate for Ulster County is 4.1% and Sullivan County is 3.4%, both are below the New
York State rate of 5.7%.

The 1990 U.S. Census Median Family Income for these norn metropolitan areas of New York State is
$32,607. The 2001 Updated Median Family Income is $43,600. Thirty-four percent or 131,168 of
the combined assessment ared s population reside in the Ulster and Sullivan County assessment aress.



The main employers located within the assessment areas include loca school didtricts, loca municipd
government, community colleges, and seasona tourism.

CONCLUSIONSABOUT PERFORMANCE CRITERIA

An evauaion of the bank’ s lending data and discussions with management showed ENB'’ s primary
product lines to be home improvement and commercid loans. Our andysis was based on dl home
improvement loans located in the MSA and reported on the HMDA-LAR. Loans made in the non
metropolitan area were not geocoded on the HMDA-LAR with their respective block numbering area
(BNA). Therefore, asample of twenty (20) was selected in the non-metropolitan area. Home
improvement loans reviewed totaed $2 million. We used a sample of 40 commercid loans totaing
$4.3 million that conssted of twenty (20) in the MSA and twenty (20) in the non-MSA. Our
assessment of these products was used to determined the bank’ s lending performance.

L oan-to-Deposit Ratio

For the seventeen calendar quarters since the last CRA examination, ENB’s average
loan-to-deposit retio was 57%. During the same period, the average for agroup of asmilarly stuated
banks in southeastern New Y ork State was 63%. This group was developed from discussons with
management. ENB’sratio has not varied sgnificantly over the four-year period. Theratio has been
modestly increasing each quarter. The bank does not el to or purchase loans from the secondary
market.

Lending in Assessment Areas (AA)
ENB originated a subgtantia mgority of loans within its assessment ares, asindicated in the table

below. Our sample disclosed that 98% and 100% of the home improvement loans and commercid
loans were originated in the bank’s MSA assessment area and nort M SA assessment area, respectively.

Ratio of Loans Originated in AA - January 1, 1999 — December 31, 2001
InMSA In Non-MSA
# % # %
of Loans of Loans of Loans of Loans

Home Improvement (HI) Loans 42 67% 20 50%
Commercid Loans 20 31% 20 50%

Tota in Assessment Aress 62 98% 40 100%
TOTAL ORIGINATIONS 63 40




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

ENB’srecord of lending to borrowers of different incomes and to businesses of different 9zes meetsthe
gtandard for satisfactory performance. Please refer to the table below. While HM DA related lending

to low-income borrowers is lower than the ditribution of the families, thisleve of penetration is
considered reasonable since a substantia portion of the households, 46%, are living below the poverty
leved. Itisunlikely that those with incomes below the poverty level would beinvolved in mortgage
financing. Also, alow-income borrower, with maximum income of $19,281 would be likely to
experience difficulty in qudifying for a mortgage based on the median housing vaue of $123,458.

Borrower Distrilqutiqn of Home I mprovement Loansin M SA
Pereentage
of Families # $
Borrower Income within each of (Amount)
L evel Tract Category L oans % 000's %
Upper 39% 31 74% | $1,003 | 78%
Middle 25% 6 14% 134 10%
Moderate 18% 3 7% 115 9%
Low 18% 2 5% 40 3%
Total 100% 42 100% | $1,292 100%

Borrower Distribution of Home I mprovement Loansin Non-M SA




ENB’slending to businesses of different Sizes exceeds satisfactory performance. Based on our sample
of the 40 commercid loans originated in the bank’s AA, 100% of these credits were small business
loans. Nearly al, except for one, 99% of the small businessloans originated by the bank during the
examination period were made to smal size businesses with revenues of $1 million or less.
Geographic Distribution of Loans

The geographic digtribution of lending is reasonable given the demographics of the Orange County
MSA assessment area. Within the bank’ s assessment areg, there are two (2) low-income tracts, 1% of
the units are owner occupied and 11% of the twelve (11) moderate-income tracts are owner occupied
units. During the evauation period, no home improvement loans were originated in the low-income
tracts and four (4) loans (10%) were originated in the moderate-incometracts. An evaueation of the
geographic digtribution of loans in the non-metropolitan area is not meaningful data as there are no low
or moderate income geographies in those aress.

The geographic distribution of smal business loansis aso reasonable in relation to the distribution of
small businesses and geographiesin the MSA assessment area. Based on our sample of commercid

Per centage
of Families # $
Borrower Income within each of (Amount)
L evel Tract Category Loans % 000's %
Upper 50% 9 45% $ 281 41%
Middle 22% 7 35% 260 37%
Moderate 15% 4 20% 154 22%
Low 13% 0
Total 100% 20 100% | $ 695 100%

loans (20) originated in the M SA assessment area, one loan ( 5%) originated in alow-income tract and
seven |oans (35%) were made in moderate income geography.

Responsesto Complaints



ENB has not received any CRA related consumer complaints with respect to the bank’ s lending
performance since the last CRA examination.

Fair Lending Review

An andysis of 2001 public comments and consumer complaint information was performed according to
the OCC’ s risk-based fair lending gpproach. Based on its andysis of the information, the OCC
decided that a comprehengive fair lending examination would not need to be conducted in connection
with the CRA evduation thisyear. The latest comprehengve fair lending exam was performed in March
30, 1998.



