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condition of this institution. The raling assigned to this institution does not
represent an analysis, conclusion or opinion of the federal financial supervisory
agency concerning the safety and soundness of this financial institution.

GENERAL INFORMATION

The Commumty Femnvestment Act ((RY) requires each federal financial supervisory asency (o
use 1Ls aulhorily when examuung fnancial mnstitutions subect (o i1Ls supervision, [0 assess



lhe wstitution s record of meeling e credil needs of 165 entire communly, ncluading low-
and moderale-income nejglhiborfoods, consistent with sale and sound operation of lhe
mstitution.  Upon conclusion of such examinalion, the asency must prepare a writlen
evaluation of the mnstilutions record of meeting lhe credit needs of its communily.

s document is an evaluation of the Communily Kemmvestment Act [CRA) performance of the
Lirst National bank of Corlland prepared by the Oifice of the Complroller of the Currency
(0CC) the mnstitution’s supervisory qeency, as of December 19 1996 The asency rales the (74
performance of an institution consistent wilh the provisions set forth i Agpendix A to 18 (VK

rart &0,

INSTITUTION'S CRA RATING: This institution is rated satisfactory.

The two year average loan to deposit ratio is 607%.
A substantial majority of lending is within the bank's assessment area.

The distribution of lending activity to borrowers of different income levels and small
businesses 1s reasonable,

The geographic distribution of loans is reasonable.



The lollowine lable inaicales lhe performance /evel of first Nalional bank of Corlland wilh
respect lo each of lhe live performance criteria
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DESCRIPTION OF INSTITUTION

The First National Bank of Cortland (FNBC) is headquartered in Cortland, New York. Cortland
Is located in a rural section of central New York State, approximately 30 miles south of
Syracuse, New York. The bank is well positioned to help meet the credit needs of its
community. As of September 30, 1996, total assets were $215 million, total loans $117
million and total deposits $189 million. Real estate loans (commercial and consumer)
represent 59% of the total loan portfolio, while consumer credit represents 23% and
commerclal loans 16%. The bank’s primary business focus is consumer lending. Strong
competition 1n the area 1s from other community banks, branch offices of larger regional
banks, credit unions and representatives of mortgage companies.

FNBC operates seven banking offices, all of which provide a full range of deposit and loan
services. Automated Teller Machines (ATM's) are located at five banking offices and three
non-proprietary sites. All offices have extended banking hours.

The bank has no legal impediments that would hinder the offering of banking services.

DESCRIPTION OF ASSESSMENT AREA

The assessment area includes all of Cortland County and small portions of southern Onondaga
County (Syracuse Metropolitan Statistical Area (MSA)) and northern Broome County
(Binghamton (MSA)). The assessment area defined by FNBC includes 10 census tracts and 12
block numbering areas (bna's). The assessment area includes one moderate income census
tract, 20 middle income census tracts/bna’s and one upper income census tract. Five offices
are located in Cortland County. One branch is located in each of Onondaga and Broome
Counties. The assessmenl area has a total population of approximately 79 thousand
residents. The 1996 HUD median family incomes for Cortland County, the Syracuse MSA, and
the Binghamton MSA are $35,600 (non-MSA medium family income for New York State),
$41,800 and $40,100, respectively. Residential housing is principally owner occupied. Credit
needs include real estate loans for home purchase or improvement, consumer loans and small
business loans.

The assessment area Is rural in nature. GKconomic conditions in the area are stable but
stagnant. Employment Is primarily in the service, manufacturing and higher education
sectors. Management estimates the unemployment rate exceeds 7% as of September 30, 1996.
Major employers are the State University College al Cortland, Cortland County, Buckbee—Mears,
Paul Corporation and local school districts. A communily contact stated area banks and
regional bank branch offices have in general been helpful in meeting community credit needs.



CONCLUSIONS WITH RESPECT TO PERFORMANCE CRITERIA:

FNBC's loan to deposit ratio is reasonable and indicates an adequate effort and commitment
to meet the credit needs of the community. For the prior eight calender quarters preceding
this CRA examination, FNBC's average loan—to—deposit ratio 1s 60%. The bank's loan to
deposit ratio 1s moderately below both the national peer group average of 7% and the
average of similarly situated institutions of 69% due primarily to ils conservalive lending
philosophy.

A substantial majority of loan originations are within the bank's assessment area, reflecting a
very good response to community credit needs. Bank reports indicate that 877% of all loans
were made within the assessment area between January 1995 and September 1996.
Management reports indicate 96% and 98% of all Home Mortgage Disclosure Act (HMDA) related
loans were made within the assessment area for 1995 and through September 30, 1996,
respectively. The information gathered from ocur sample of loans supports the accuracy of
the management reports.

The distribution of loans to borrowers of different income levels and businesses of different
size shows reasonable penetration. Low and moderate income families represent 177% and 19%
of the total families in the assessment area, respectively. Relalive to mortgage lending, our
analysis of the 1996 HMDA Loan Application Register (LAR) through December 16 shows 10% of
loan originations are to low income borrowers and 14% are to moderate income borrowers.
The bank originated 332 commercial loans and advances under lines of credit totaling $11
million in 1995 and 587 loans and advances under lines of credit for $16.8 million through
December 16, 1996, respectively. The number of loans to businesses with revenues less than
$1 million were estimated to be 80% and 76% for 1995 and year to date 1996, respectively.
The dollar volume of loans extended to businesses with revenues less than $1 million was
estimated al 57% for both periods under evaluation.

A review of the geographic distribution of loans granted shows reasonable penetration
throughout the bank's assessment area, including the one moderate income tract.
Approximately 3% of the HMDA loans and 1% of the dollar volume of HMDA loans were granted
in the one moderate income tract during 1995 and 1996. The moderate tract represents 4.5%
of the tracts in the assessment area.

During the concurrent Consumer Compliance Examination no violations of the substantive
provisions of antidiscrimination laws, fair lending laws and regulations were identified.



METROPOLITAN STATISTICAL AREAS

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN MSA 8160

Performance in MdA 8160 is consistent with the bank’s overall performance. There are five
census tracts in this MSA that are part of the assessment area. All of the census tracts are
designated middle income. There is one branch located in Tully, New York. The population of
the five census tracts in the assessment area is approximately 13,000, Management reports
indicate loans and deposits in MSA 8160 represent approximately 11% of total loans and 107
of total deposits, respectively. Approximately 90% of the loans in MSA 8160 are within the
assessment area. FNB Cortland originated 31 HMDA related loans totaling $1,336 thousand in
1995, This activity represented 11% and 18% of the number and dollar volume of the bank's
HMDA activity in 1995, respectively. The bank generated 39 HMDA loans totaling $1.556
thousand through December 16, 1996.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN MSA 0960

Performance in MSA 0960 1s consistent with the bank's overall peformance. The bank
expanded into this MSA when the Whitney Point branch opened in 1994, There are five census
tracts in this MSA that are part of the assessment area. [Four tracls are designated middle
income and one tract is designated moderate income. The population of the five census
{racts in the assessment area is approximately 17,000. Management reports indicate loans
and deposits within MSA 0960 represent 2.7% and 37% of total loans and deposits, respectively.
Approximately 967% of the loans in MSA 0960 are within the assessment area. IFNB Cortland
originated 23 HMDA loans totaling $268 thousand in 1995 in MSA 0960. This activity
represented 8% and 4% of the number and dollar volume of the bank’s HMDA activity in 1995,
respectively. The bank originated 29 HMDA loans totaling $482 thousand through December
16, 1996 in MSA 0960.



