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GENERAL INFORMATION

The Commurily Reinvestment Act ({CRA) requires each federal financial supervisory agency lo
uxe igx authorify when examining financial inshitutions sulyect 1o 165 supervision, [o assess the
instituion s record of meeting the credit peeds of its entire community, including low- and
maoderate-income neighhorhoods, consistent with safe and sound operation of the instituiion,
Upon conclusion of such examination, the agency must prepare a writien evaluation of the
institution's record of meeting the credit needs of ity community.

Thix documeni is an evaluation of the Community Reinvestment Aci (CRA) performance of
First Northern Bank of Dixon prepared by the Federal Deposit Insurance Corporation, the
institurion's xupervisory agency, as of April 11, 2005. The apency evaluates performance in
assezsment areafs), ax they are delineated by the institution, rather than individual branches.
This assessment area evaluation may include the vizits to some, bui not secessardy all of the
inspitution's branches. The agency rates the URA performance of an institution consistent with
the provisions sef forth in Appendix A to 12 CFR Pari 345.



INSTITUTION RATING

INSTITUTION'S CRA RATING: This institution 15 rated QOuistanding.

LENDING, INVESTMENT, AND SERVICE TEST TABLE

The following table indicates the performance level of the institution with respect io the Lending,
Investmeent, and Service Tests.

FERFORMANCE First Nerthern Bauk of Dvaon
LEVELS
FERFORMANCE TESTS
Lending Tesi Investment Test Service Tesl
Crutstanding x X
High Satisfactory X |
Lavw Sansfhctory
Meeda o lmprove
_Eu;urlﬁ:ei |
Mencomplinnce
i s




SUMMARY OF FINDINGS

First Morthern Bank of Dixon demonstrated excellent responsivencss and commifment to the
credit and service needs, and good responsiveness and commitment to the investment needs, of
15 assessment areas, hased opon the following findings:

Lending Test

First Northern Bank of Dixon's Lending Test rating s “Ouistanding™.

Lending levels reflect good responsivensass to assessment sren credil neods.
A substantial magority of loans are made in the instiution's assessment areas.
The bank’s distribution of barrowers reflects, given the product lines offered by the

mzttution, excellent penetration amonyg business custoimers of different size snd retail
customers of different income levels.

The hank s geographic distribution of loans reflects excellent penetration thronghout the
NESESSME Aeas.

The hank is a leader in making community development lomns.
The bank wses Nexible lendmy proctices m order Lo serve assessment area credit needs.
The bank exhibits an excellent record of serving the creditl peeds ol the most

ceonomically disadvantaged srcas of its assessment areas, low-income individuals, and/or
small businesses, consistend with safe and sound banking practices.

Investment Test

First Northern Bank of Dixon's Investment Test rating is “High Satisfactory™.

The bank transacted » sigmificant level of gualified community development investments,
grants, and donations.

The bank s qualified investments, grants, and donations exhihiled good respomsivencss o
credit and community economic development needs.

The bank took a leadership position i one complex mvestment,



Service Test
First Northermn Bank of Dixon's Service Test rating 15 “Outstanding”™.
»  Delivery systems are accessible 1o essentially all portions of the bank's assessment arcas.
e The bank's record of opemng and closmg branches has improved the accessibality of its
delivery systems, particularly m low- and-moderate-income (LMI) geographics and/or fo
L.MT individuals.
s Services are tailored to the convenience and neods of the assessmend arcas, parbcularly LMI
peographies and/or LMI individuals; business hours do not vary in 2 way thal inconvenences

certain porlions of the assessment areas, particularly LMI geographies mndfor LMI
imdividhaals.

= The bank is a leader in providing community developmenl services.



DESCRIPTION OF INSTITUTION

First Northern Bank of Dixon (FNBD), established in 1910, 12 a state-chartered, non-member
commercial bank headguantered in Dixon, Solano County, California. FNBD is a wholly-owned
subsidiary of First Northern Commumty Bancomp, a ene-bank holding company also
hesdguarterad in Dixon, California. FWBD mainiaing no other affiliate relationships:

FNBD conducts its operations priman by within Solano, Sacramente, Yolo, and Placer Counties of
California. The bank operates a network of 1] full-service branches, two himitod- service satellite
branches, five real estate loan production offices (LPOg), n Small Business Administration (SBA)
FLoan Department operating within two full-service branches, an Asset Management and Trust
Department operating within a full-service branch, an administrative/operations center, and an
tnvestment and Brokerage Services Department operating within two full-service branches.
Additionally, FNBD maintains 15 Avtomated Teller Machines (ATMs), Plense refer to the
Service Test sections of this evaluation for details concerning the bank’s branch operations,
prioshiects, and services.

Per the Decanber 31, 2004, Consolidated Report of Condiion and Income, FNBID reported total
assets of $628,663,000; total loans of $440,248,000);, total securities of $53,376,000, total deposits
ol $557 804,000, and total equity capital of $51, 273,000, There are no regulatory or legal
congiramis preventing FNBD from meeting the credit needs of 115 assessment areas. The bank's
overall linancial condition 15 sowml. Eamings, capitsl, and liguidity have been suificient to suppornt
the hank s lending activity. As of December 31, 2004, the hank maintained a core capital
{leverage) ratio of 7.99 percent, a retnm-on-assets ratio of 1,15 percent, a refurm-on-cquily ratio of
13.89 percent, and a net interest margin of 5.36 percent

Since ils inception in 1910, the bank s operating policy has emphasized serving the banking
needs of individuals and small-to-medism-sized businesses and (arms. FNBIDYs primary lending
emphasis is commercial (both real-estate-secured and non-real-estate-secured), followed by
consumor residential mongage lending. FNBD's residential mostpage bending is subpeet 1o the
reporting requirements of the Home Morigage Disclosure Act (HMDA). The bank also
orginates agricultural and non-real estate consumer loans.



DESCRIPTION OF ASSESSMENT AREA

FNBD's Combined Assessment Area includes all of Yolo, Sscramento, and Placer Counbies and
all but the southwestern portion (the cities of Vallejo snd Benicia) of Solano County.

For purposes of the previous CRA Performance Evaluation dated July 9, 2002, FNBD's
aszessment area included all of Yolo County and the above-mentioned portion of Solano County.
Since then the bank’s assessment area has undergone sigmificant changes. In addinon to
demographic changes subsequent 1o the 2000 census and the census tract and Metropolitan Area
changes made by the U.S. Office of Management and Budget (OME) during 2003 and 2004, the
hank added to its Combined Assessment Area all of Sacramento County during the third quarter
of 2002 and all of Placer County during the thind guarter of 2004. The bank s Combined
Assessment Area has grown from 72 eensmus tracts in 2002 to the corrent wotal of 411 census
tracts, an increase of 471 percent

The bank's Combined Assessment Area constitules a sinple, intra-state, contiguous area.
Sactamentn, Yolo, and Placer Counties (together with El Dorado County) constitute the
Sacramenio-Arden-Arcade-Roseville MSA 40800, Solane County individually constitutes the
Vallgjo-Fairfield MSA 46700

FNBIY's assessment arca conforms to the requirements of the CRA regulation and docs not
arbitrarily exclude any LM geographies or mdividuals.

For purposes of this evaluation, the bank’s “Combined Asscssment Area™ (CAA} conzists of the
following two individual asscssment arcas:
s The Sacramento MSA 40900 Assessment Area (Sacramento AA), consisting of
all 367 census tracts that constitule Sacrmmento, Yolo, and Placer Counties; and
¢ The Solano MSA 46700 Assessment Area {Solano AA), consisting of 44 of the
county’s 80 census tracts.

ombi SEEER t "

Demographic Profile

Scparate analvees of the Sacramento AA and the Solano AA are presented later in this evalustion
ag part of esch assessment area’s evaluation.

Ceompetition and Market Share Profile

FNBD mamamed a competiive market share versus other bamks within its CAA. As of June 30,
2004, FNBIYs deposit market share within the Sacramenio AA was 1.4 percent, ranking 12th owt of
42 FDIC-insured financial institutions that maintan offices within the AA. FNBD's market share
within Solano County was 6.7 percent, ranking Tth out of 14 FDIC-msured financeal mstitotions that
matntain offices within (he county. Within the CAA, four large nation-wide banks, amd two large
repional banks, cach with total assets in excess of Sibillion, accouni for 71 4 percent of total deposit
market share. Table | details the bank™s market share profile.
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Tabie 1

Market Share
Rank within Banks within
Naader of Braveches and LMOs withia County
I AA (%) Connty / Ah Commty / AA
Yula Connty {Four fill-service branches, two fmisesd- 150 0 13
imil,t'ht‘a.tithﬂ:i e L]
Hurmln County {Cne fuu-mm e I:rrm:l:] = [ Iind 33
:le.tr Comaty | One mﬂ-mmr bmn-:h.uutl.l‘ﬂj il Yith T
hrr:mm]ﬂ"i&“tdx fusll-service branches, two 14 \3th 47
Selano County {frve full-service branches, oue LPOY) 6.7 Tih 14
Sarramenic M5A AA £ SolanaCaunty (11 full-service 21 126k £5
branches, two linted-service branches, four LPOs)®

Xowree: FIHC Summary of [posio
* Phe hank ‘s fiith LPO s focated in EI Dorade Cownty, putride the bank s delineated A4

In addition to FDIC-msured banks, FNBD must compete with numerous eredit unions, finance
companics, and mortgage companies.

SCOPE OF EVALUATION

FNBD was evaluated using “Large Bank™ procedures. The CRA defines a larpe bank as one that
had total assets of greater than or equal 1o $250 millon as of December 31 of the prior two
calendar-years, This evaluation reflects the bank's CRA performance since the previous
evaluation dated July 9, 2002, which resulted in an overall CRA rating of “Satrsfactony™.

The current evalustion was conductad at the mstitition's adeinistrative/operations center in
Dhxon. The evaluation relied upon records and reports provided by the bank, publicly availsble
loan and financial information, demographic and metropalitan area information from the 2000
1.5, Census and 2004 OMB data, and information gathered as part of the exanunation process,
including community contacts.

There is no similarly situated bank, either m terms of asset size; lending, deposit, and operanions
profile; or AA delincation that is headguartered or operating within FNBD's CAA

A review of FDIC records, a5 well as the bank’s CRA Public File, did not reveal any CRA-
refated complaints since the previows evaluation.

{"HA-reportable small business loans were evaluated as this loan product reprosenis FNBLY s
principal lending locus. HMDA-reportable residentinl mortgage loans were also reviewed as they
represent the bank's second-most predomminant loan type. During 2004, FNBD onginated witlan
the CAA 142 snall farm loans totaling $17.657,000. These small fanm Joans were evalunted;
however, they do not appear in this evaloation as they do not represent either the predomimant or
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secondary Joan products offered by the bank. Their imopact did not yield differemt conclusions or
materially add to the analyses. Omly loans originated are evaluated; no small business or HMDA
loans were purchased during the evaluation penod. HMDA-reportable loans are grovped 1ogether
ak one loan category since stratification by loan type (purchase, refinance, home improvement,
multi-family), although evaluated, did not yield different conclusions or significantly add 1o the
analyscs, Dollar totals for the borrower profile and geographic distribution analyses are mot
presented in this evalition as these totals, although evaluated. did not yicld difforent conclusions
or sigmbcently add (o the analyses.

The institution’s 2003 CRA data (small business and small fanm loans) was comupted and could
not be reconstructed by the bank in 8 machine readable format. Consequently, year-2(003 lending
data is not presented within this performance evaluation, Stll, exwminers obtained the bank's
calendar-year 2003 CRA Disclosure Statement from FDICT reconds and evaluated these loans along
with the bank’s 2003 HMDA data. Examiners also reviewed the bank's self-assczamaent of its
year-2003 small business, small farm, and MDA loans. The bank’s performunce as to this year-
2003 lending data was comparable (o, and supporied examiner findings and conclusions for, yeur-
2004 performance. The bank’s lending performance for 2004 was compared fo aggregaie lending
data for 2003, the mosi current period available,

Full-scope examination provedurcs wero used to determine the bank s overall performance within
the Sacramesnto AA while limited-scope procedures were used to evaluate performance within the
Solano AA. Performance within the Sacramente AA i3 weightod more heavily than perfonmance
within the Solano AA due to the Sacramento AA's higher concentration of loans, branches,

operations, and deposils,

Constdering FNBD's commercial and consumer residential morigage lending focus, iis mission
to gerve the bankmg needs of individuals and small-to-medium-sized businesses, and the absence
of low-income census tracts within Placer and Solano Counties, the CRA small busincss and
HMDIA loan analyses place greater weight upon the borrmawer profile eriterion versus the
geographic distribution erterion. Considering the greater number and dollar volume of small
business loans ongmated by the bank, greater weight was placed upon small business lending
performance versus HMDA lending performance.

Copmunity Contastt

This evaluation utilized a recently conducted commumity contact with a non-profit coconomic
development corporation (EDC) headquartered in Sacramente. This EDCs service area includes the
counties of El Doruds, Placer, Sacramento, Suller, Yolo, and Yoba, The EDC's primary activitics
mvolve channeling institutiona] capital into commercial and residential real estate investment prajects
m ecomomically underserved LMI geographies. The contact identified affordable housing financing as
a primary crodit peed, followed by snall business and small farm lending. The comtact identified
FRHI} as being very active in community development.



CONCLUSIONS WITH RESPECT T0O PERFORMANCE TESTS
COMBINED ASSESSMENT AREA

LENDING TEST

The Lending Test evaluates a hank's record of helping to meet the credil nesds of its AAz
through its small business, small farm, bome mengage, and community development lending.
The FDIC evaluates a bank's lending performance based upon the following seven crileria:

1} Lending activity;

2) Assessment area concentration,

3) Bormower profile;

4) Geographic distribution;

5) Commumty development lending,

6) Imnmovative and/or flexible lending practices; and

7) Record of serving the credit needs of the most cconomically disadvantaged.

FNBD iz rated *Outstanding”™ for the Lending Test

he bank's overall lending performance reflects excellent commitment and responsiveness 1o the
credit needs of its delineated AAs. Performance as 1o AA concentration, borrower profile,
geographic distribulion, community development lending, wnd serving the needs of the most
stonamically disadvantaged was excellent, while the bank’s overall level of lending and use of
innovative andfor flexible lending practices were pouod.

FMNBI's overall lending levels within its CAA reflect pood respunsiveness to AA credif needs,
The hank expenenced annual total loan growth of 6.8 percent during 2003 and 13.8 percent
during 2004, which added 77,945,000 in additional total loans over this period. The larges!
increases over this two-year period were in construction lending (576 percent) and
commercial/'commercial real estate lending (4006 percent). However, residential mortgage
lending declined 15.1 percent duning this same period as a resalt of the declining market demand
For home mortgage refinancings during 2004,

FNBD sells a sipmiicant volume of its residential morigage loans in the secondary market,
allowing the bank to aptimize its deposit base and credit reinvestment. Dhring calendar-year
2003, FNED sold 751 restdential mortgage loans totaling $168,936,208; during 2004, the bank
sold 195 mortgage loans totaling $49,280 248,

The overall growth in lending, combined with a 25.% percent total deposit increase from yenr-end
2002 1o year-end 2004, resulted in annual average loan-lo-deposit ratios of 77.9 percent and 773
percent for 2000 and 2004, respectiully.



Assessment Area Concentration

FNBIY's lending concentration reflects an excellent level of responsiveness to the credit needs of
its CAA. FNBD onginated a substantial majority of itz small business and HMDA loans within
its AAs. Specifically, during calendar-year 2004, FNBD onginated 90.2 percent by count, and
£9.6 percent by dollar volume, of iis small business and HMDA loans inside 1ts CAA. Lending
paiterns were consistent as the concentration of small business loans was comparable to that of
HMDA lpans.

Borrower Profile

FNBD exhibited excellent borrower profile performance. For both small business lending and
HMDA lending, preater weight was placed upon comparisons to aggregate lending rather than
demagraphic profile as the aggrepate data more cifectively rellects the effects of market share
und competition within the overall analysis,

Small Business Loans
FRBD's performance reflects an excellent level of peretration among businesses of diflerent

gross annual revenue (GAR) levels. Table 2 details the bauk's borrowes profile performance as
e snall business losns

Table 2
Distibution of Sall Busncss Laais by Businss Revense  Combiand Amtrsoeat Arva
’ gy mie Lenadi FHNED M Smeil
Borrower Hevenue CAA Businesses® M.rll-::;“ - Business Lowmns
Lavel
] e i 5 ¥ et
GAR < $1Million 71,280 e 20,068 3.0 213 450
GAR = SiMillies 409 1R I, 32,805 £2.0 285 55.0
Total 104,208 HE R 52873 3,0 4% 1000
* 200 D & Braclireer doti

"% dpwerevore CRA data for ol fimarcial insttnciony thor arigimaied scl asiness s within FVED 5 CAA
inring calendar year JOX, GAR > Simillion motudes bustnetses that did Rot report revmue

The bank originated 45.0 percent of s year-2004 small busimess loms to small business with
{iAKRs of less than or equal 1o $1million. Alithough the bank's percentage 18 below the level of
smiall businesses within the CAA, i noticeably exceeds the 8.0 percent aggregate level achieved

by competitor hanks
HME!& I RS

FNBD's performance reflects a good level of penetration among individuals of dilTerent gross
anmual ncome (GAL) levels. Table 3 details the bank's borrower profile performance as to

HMDA logns.




bl oy
A CAA Homscholds l’ﬂmﬂ“_ FNBD 2004 HMDA Loans
Income Level®

i e L] "

Low 224 13 Y 52
Moderate 170 118 20 T4
Middle 9.6 268 a3 22.0
[ Upper . 09 495 b 60|
ml;‘“ 0.0 6 2 N
Total 100.0 10400 173 10400

* Rorrower income strafification bared upon HUD estimated median family income
% dxprepate HMIDA daia for all financial imstitusions that oviginated MM loans within FNED S CAA during
celendar pear 01

FNBD lent among all income levels of borrower. Among low-income borrowers, the bank's

percentage of 5.2 percenl exceeded the 3.3 pervent ageregate level bul was below the percentage
of AA houscholds. Among moderate-income borrowers, the hank ‘s percentage rose to 1 L6

percent, only slightly below aggregate lending of 13.§8 percenl bu! again below the percentage of
houscholds, although to a lesser degree than among low-income bormowers. Among LMI tracts
combined, the bank’s percentage of 16.8 was comparable to the aggregate percentage of 17.1 and
below the AA household percentage of 39.5. Dastribution among middle- and upper-income
homowers was mixed: lending among middle-income bormowers was below aggregate but above
the percentage of houscholds while lending among upper-income borrowers was above both
aggregate and household levels.

G Bt
FHNBD exhibiled excellomt geographic distribution performance.  For bath samall business lendmg
and HMDA lending, greater weight was placed upon comparisons o aggregate lending rather

than demographic profile as the ageregate data more offectively reflects the effects of market
share and competition within the overall analysis,

Small Busincas Lonns

FNBLY's performmnce reflects an excellent distribution of small busmess loans by income
category of census tract. Table 4 illustrates the bank’s geographic distribution within the CAA.

It



Tuble 4

! hn ik o .. ..'”T..:-‘ Jys 3 -l.\fﬂ:‘ﬁ'&* o - -'3.?,@;‘
Consin Tract lucome | CAA Businesses® mﬁ:ﬁ: FNBD) 2064 Suall Business Loans
o % “ ' "
Low T8 6.4 73 14.1
Moderate 1 | an 147 284
Middie 19.3 wh 179 e
Upper nE 123 10 no
Income Not Reported 0.0 | Y n 0.0
Total 100.0 1600 518 100.0
¥ 2004 Dun & Bradsieet data
o fpgregate CRA data for all fimancial inctimtions that originaied small business loans within FNHLY 5 CAA
during calendar-yenr J003

The bank 's overall smatl business loan distribution is well balanced a8 the bank lent among all
income categories of consus tract. The bank's distributions amonyg both low- amd moderate-
mcome census tracts significantly excesd both the aggregate levels and the percentages of
basinesses within cach census tract income category. The bank's percentage of 14.1 among low-
income tracts is particalarty noteworthy,

FNRDY's performance reflects a good distnbution of HMIA loans by income category of census
ract. Table 5 illustrates the bank's geographic distribution within the CAA.

Tabie 5
| CAA Owner-Occupied | 2063 Aggregare Lending | FNBD 20804 1IMDA
Ceneys Trard Lnconss Huusing Units Dula* Loans
i mlEgaTy = g z =

= 12 3.0 ) 06
Moderate 18D 15.5 3 19,1
Middle ' 425 0.0 T n 421
Upper 15.4 TR B [T
Incnee Not Reported 0.0 0.4 b T
Furial L) 10600 173 IEEY]

" Apprepaie HMDA data jor all finamcial instinations that originated 1MDA loans within FNBD s CAA during

carlendar-pear JRA
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The bank"s overall distribution sppears reasonable and the bank lent smong all income categories of
census tract. The bank's dispersion among low-income tracis was less than that for aggresate lenders
and below the percentage of AA housing units. However, performance among moderate-income tracts
was stronger at 19,1 pereent, shove both agpregate and housing unit percentages. Among LMI census
tracts combined, the bank s percentage of 19.7 was shightly above the aggregate level of 18.5 percent
and only slightly below the 22.1 pareent of AA housing units.

Community Development Lending
FNED isnlednrhmﬂringmnmunilydwahpmmﬂhm

Dnuring the current evaluation penod, FNBD onginated or renewed 1] community development
loans lotzling $23 458176, By dollar volome this total represents 5.3 pescent of total loans, 3.7
percent of total assets, and 45.8 percent of ttal equily,

A saggnificant majority of the bank’s community development loans was affordable housing,
multi-family HMDA loans. The maining comanunity development loans were comumercial
foang originated for economic development purposes andlor for enterprises located within LM1
cemsus tracts.  The distribution of commumity development leans among the two individual AAs
appears reasonable alhough no commumity development loans were ongmated within Placer
County {examiners e that Placer County wis nod added 1o the bank's CAA untsl the thind
guarter of 2004). Table 6 Hsis the bank's community development lending; the subsequent
narrative brielly describes these loans,

Suersmento County 1 7 S0 D0 13
Yolo County 5 16,1 V3,732,176 589
Piscer County 0 0.0 0 0.0
Sacramento MSA 40500 AA E I8 14,052,176 e
Solamo MISA 46T AA 4 30K B 2 (el 359
€D Laans Benefiting All AAs 2 154 }.000,000) 43
Total CE oans = CAAY 13 T I3 ASH 17 TR

Semrce: Bawk supplivd daga; daa Hists Myes of credit ab teir fall comsiitment gomort, deva does not
treeTnle phie Seamd-hy Letter aff Credir
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Commumity Development Loans

e In July of 2000 the bank consummated a $500,000 participation i & Guidance Line of
Credit (GLOC) for & statewide, non-profit community development corporation (CDC).
The GLOC matures in July of 2005, The CDIC's mission is o cresle jobs by providing
financing to small busincescs and community orgamizations involved in commmumity
development and revitalization activities which fall outside of normal bank lending
practices. This loan benefits all four countics within FNBD's CAA. The current
outstanding balance of this GLOC was $208,232.

e In July of 2000 the bank consummated a $500,000 paclicipation in 8 GLOC for a
slatewide, non-profit community reinvestment corparation (CRC). The GLOC malures
in July of 2005. The CRC's mission is to provide permanent linancing for affordable
housing projects thronghout Califormia. This loan benefits all four countics within
FNBD's CAA. The current outstanding balance of this GLOC was $130,908.

»  On Scptember 30, 2002, the bank originated an operating LOC of $21,00K) 10 a Solano
County affordable housing apency. The LOU pasd-off in September of 2004.

» In 2003 the bank renewed a construction/permancnt loan in the amotnt of 1,250,000 to an
AA affordable housing cooperative. The original loan financed the construction of an
affordable housing student apartment complex m Davis, Yolo County, and was supported by
a Federal Home Loan Bank (FHLB) Affordable Housing Program (AHP) grant.  In 2004,
this LOC was renewed at the ongmal amount of $1,250,000,  Also in 2004, the hank
provided $905,000 in construction financing to this affordahle housing cooperative to build
alfordable housing apartments for LMI mdividuals in Davis.

s In April of 20081 FNBD origimated a $4,000,000 GLOC with a non-profit affordable
haousing corporation that buys distressed housing, rehabilitmes it, and then sells or rents the
housing to LMI individuals and families. For the current evaluation period, this GLOC
was renewed in 2003 and 2004, This cooperative serves the affordable housing needs of
Solano County. In 20403 the bank onginated 11 loans totaling $1,458,700 under this
GLOC. In 2004 s addinonal four loans totaling $405, 500 were made umder this (GLOC,

= [p 2003 the bank extended a $405 000 non-revolving LOC to a private constroclion
company to finance construction of thres spec homes as affordable housing wmts in the
Faurficld Redevelopment Zone, Solano County. Two of the homes aro to be sold 1o low-
income bouseholds participating in HUD's Section 8 Homebuyer Program.

o In 2004 the bank provided permanent financing of §924,586 to an affordable housing
limited partnership to acguire an affordable bousing apartiment complex in Davis.

e [n 2004 the bank provided construction fimancimg of $6,202,.5%) to a Yolo Counly mutual
housing association to build an affordable housing spartment complex in Davis. The
bank provided an additional §3,200,006) in construction financing to (his associalion in
conjunction with a $144,000 FHLB AHP Grant 1o bunld another allordable housing
apartmenl complex in Davis,
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s In 2004 the bank made a $300,000 term loan {0 enable a private party (o acquire a 14-unit
atfordable housing apartment building in Sacramento. This loan 15 mn a junior Hen
position to a City of Sacramento Redevelopment Agency first deed of trusl.

Commumnity Development Letiers of Credit

* In April of 2003 the bank approved a 36,000,000 participation wm a $21,900,000 Stand-by
Letier of Credit {ELﬂC} The SLOC supports a 332 5million ceonomic development
construction project ltwuhrlng mixed residential and retail properties located within a low-
income census tract in downiown Sacramento.  Actual financing of the project will be via
tax-excmpt housing revenue bonds, The complex inchides | 76 apartment units, of which
20 percent are 1o be leol 1o low-income individuals.

Letiers of credit are not reguired 1o be reported for CRA purpesces, and no actual monies
have been dishursed hy the bank in conjunction with this SLOC. Still, this SLOC is
favorably considered within the bank"s ovorall lemling performance confext.

Innovative and/or Flexible L ending Practices

FNBD uses flexible lending practices to serve the eredit needs of the CAA. The bhank
participates wilth community developmont orgamzations snd with state amd federal agencies.
The bank also developed an in-house flexible lending program.

Dhaing the cvaluation penod, FNBD onginated 192 loans totaling $32,653,155 under flexable
lending programs. Following is a description of the bank s lending programs:

Small Buginess Administration (SBA) Loans - FNBD is an SBA Preferred Lender and

iwo SBA Loan Department locations. Dunng the evaluatwon penod the bank ongmated 103 loans
totaling $635,550,643 (25 loans totaling £12,161,330 benefiting the Solano AA and 78 Joans
totaling $53,389 313 benefiting the Sacramento AA)

Federal Housing Authority (FHA} Loans - during the evaluation period the bank originated 12
FHA-guaranteed single-family residential mortgage loans totaling 52,140,278, All 12 loans were
onginated in Sacramcento County.

Northem California Small Business Financial Development Corporation (Nor-Cal FDC) - Nor-Cal
FIDXC is a public benefit corporation chartered and regulated by the California Trade and
Commerec Agency's Office of Small Business. Working with the Califorma State Loan Guaranty
Program, Nor-Cal FDC provides guarantees 1o local banks o finance various types of commercial
lzans to start-up and small businesses. The emphasis is on the creation and retention of jobs. In
2002 FNBD was designated a Nor-Cal FDC “Prionty Lending Partner”. Under this program, in
2001 the bank onginated an cyuipment teno loan sod & revelving LOC 1o a small business
operating m Solano County.  Both loans were guarimteed 70 percent by Nor Cal FIXC, Dunng the
currenl evaluation period, six renewals and additions to the LOC wialed $1.275 000,

California Capital (CAL CAP) - CAL CAP is a 501{c)3) non-profit funded by the state of
California, CAL CAF's misgion is to crente and promaote community and economic development
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i underserved communities throughout Northem California. CAL CAFP gusraniees a portion of
an equipment purchase, bosiness expansion, ar working capilal loan onginated by a financial
imstitution. The guarantees are either 90 percent up to seven years for term loans or up to B5
percent for one year for revolving LOCs. The gonaranty allows small businesses to obiain credit
that normally would not be available from conventional sources. During the evaluation period,
FNED originated 14 loams wotaling 32,513,604 {etuh! loans totaling 31,551,149 benefiting the
Solano AA and six joans lotaling $902.455 benefiting the Sacramento AA).

mmammmmm ﬂmimhw&wihtpmﬂhmw
refimance of a 1-4 unil owner-occupied bomse, condominium, or Planned Unit Developeent
{PUEY). The program offers vanous flexible ievms such as financing up o 100 percent loan-to-
value (LTV), competitive intercst rates, o 60-day rate lock with & float down festure, reduced
cloging costs, reduced morigage insurance rates, and & “premium pricing” feature that allows a
customer 1o sccepl a slightly higher interesl rate 50 a2 0 receive funds 10 belp pay for closing
coats andior mortgage insurance. FNBD is an approved CalPERS lender. During the evaluation
peniod, FNBD onginated 57 CalPERS loans totaking $11,173,630. Thinty-one loans totaling
SﬁHﬁ,lm“mmgmmﬂmﬂwﬂnhmﬂﬁwhhzﬁmmhng!#?ﬂjﬂﬁmnﬂgmm

H-n:murlg mmr:mt:mﬂ-"}l.ﬁ.ﬂ} and local lmmmmm unicer this
program that uses HUD Section 8 remial subsidies for mongage loan payments, thereby
ingreasing the availability of home ownership financing to LM individuals and families. FNBD
joined this program in the st quarer of 2004, One loan was ransacted under this program;
however, the loan was sttuated outside of the banks CAA.

Apti-Access Loan Program - Apri-Access is a nation-wide facilitator for agricaltural lending,
specializing m small farm, bobby farm, pan-time frm, and Tn real cetate nancing, Apri-
Access assists lenders in providing Bnancing for these credits and then purchases the loans for
sile on the secondary markel. FNBD entered this program in Jamary of 2005 with the goal of
optinsizing its small farm and hobby furm lending through ready liguidation of joans previously
warchoused m-house. To date, the bank has not ongimated or sold any Joans nnder this program,

2hibos A gt Loa - m Augnst of 2003, FNBD developead the
N.eighbwhm#fnwmam Immprﬁmmmrimm“wﬁmrmdmﬂ of Yolo, Sacramento,
and Solano Counties whose houschold incomes are at or below 80 porcent of the respective
county's median meome. This program offers rediced intarest rates, no closing costs, xed
monthly paymenis for the tern of the loan, and a vanely of loan tevms. A direet mail campaign
was implerented in Suisun City {(Solano County} rd West Sacramento (Yolo County) in August
of 2003 Despite the bank s efforts,; 10 date no loans have been on gmaled under (us program.

These programs are not particularly tmovative and are available 10, and'or offered by, other
finmncial institulions within the bank’s CAA. However, the bank's programs offer a variety of
flexible options and enhancements that serve to increase access to commercial, agricultural, and
residential morteage credit. The flexible forms and reduced costs ecmployod by severat of these
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programs are responsive to the credit needs of LMI individuals and small/stari-up businesses.
Although no loans were originated under the Neighborhood Investment Home Improvement Loan
program, the bank nonetheless took aleadership position in creating this product, Also, these
programs address AA credit needs as identifiod by the community confact.

The bank cxhibited an excellent record of serving the credit needs of the most economically
disadvantaged individuals and geopraphics within the CAA, consistent with safe and soumd
practices. FMBD's small business loan distributions among LMI borrowers and within LMI
geographies were excellent, while HMDA loan distributions were good. The bank’s extensive
volume of conmmunity development lending enhanced credit availability to LMI individuals,
families, and geographies, as well as 1o small buzsinesses and farms. The hank made good use of
flexible, although not parbcularly innovative, lending programs.

INVESTMENT TEST

The FDIC evaluates the imvestment porformance of a bank pursuant to the following four criteria:
1) The doliar amwumt of gquakified investments;
2} The innovativeness ur complexity of quahified investments;
3) The responsiveness of qualified investments to credit and community developmoent
needs; and
4) The degree tie which the qualified investments are nol routinely provided by private
INVEstors.

FNBED is rated “High Satisfactory™ for the Investmesit Test.

Overall investment performance 15 good. The msttulion maintamed a sigmificant level of qualified
community development investments, grants, and donations that demonsirated good
responsiveness (o AA credit and communily economic development needs. During the current
evaluation period, the institution took a leadership position in transacting a complex allordable
bousing investment. With the cxecption of this one carrent-peniod investment, the bank s qualified
bond and equity investments were not particularly complex or mnovative, or exelusive to FNBD.

Although the bank origmated only one new qualified investment during the current evaluation
penod, the total dollar amount of qualified myvestments, grants, and donations; the level of
benefil and responsiveness to AA credit and community development needs provided by these
investments, gramis, and donations; and the complexity of, #s well as the leadership position
evidenced by, the one current-peniod investment, are significant enough to warmant a “high
sphisfactory”” rating, The bank’s investments aleo sddress affonduble housing and coonomic
development needs identificd by the conumummity contact

The one new qualified investment lotaled $2, 355,000 a ongination, while the cotstanding balance

as of 1 2731/04 of 10 gualified investments from the previous performance evalushion totaled
4,007 648, Total qualified grants and donstions transacted during the current evaluabion penod
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equaled 511112532 {refer to Table 7} The lotsl current and oulstanding prior-period investment
of $6,473,771.32 represents 1.0 percent of total assets and 12.6 percent of total equity. Counding

only the one gualified mvestment and the qualified grants and donations originated during the
current evaluation period at thetr original values, total qualified investments equal $2,466,125.32,
which represents 0.4 percent of total assels and 4 8 percent of total equity.

Qrualified Bond and Equity Investmenis
. )

In July of 2002 FNBD purchased a $2,355,000 partnership interest in & 1 16-unit
independent living facility for sentors age 55 and older. 'The complex is located in the
commumity of Citrus Heights, Sacramento County, and hosts a majority of LMI tenants:
21 percent at 50 percent of the area median income, 5% percent at 60 percent of the area
median incorme, and 21 porrent atl 80 percent of the area median movene. The bank's
investiment represented a 99,99 percent intercst in & tax credi fund specifically
established by the bank In compunciion with s nationally known affordable housing
mgency {(which controfled the remaiming (.01 percent of the fund}. The penesis of this
investment was the elfort and initialive of Lhe bank's Wesl Sacramenio Branch Manager.
I 204004 the bank spain joined forces with the hossing agency and incorporated & second
affordable housing complex mio the imd: 2 renovated (previously vacant) 82-unit semor
honsing complex located n downtown Sacumento, Twenty percent of the units are
restricted to semior lananis with incomes at or below 50 percent of the arca median
meene with the remesimng $0 percent resinicted 1o senior tenants af or below 00 percent
of the area median income. To suppurt financing for the additional project, the bank
folded both housing projects into a new fand and, in conjunction with the housing
agency, solicited and obtaimed investments from five other Califormis banks. From Apnl
to Movember of 2i04, the hank pledged a futore commitment of $1million to support the
new fund; however, this commitment was nover originated o drawn upon. As a principal
of the fund, the bank was also required to maimtain a 51,989,000 surcty bond.

o I n Penod gl cradatin

An equity investment of $50.000 in a statewide, 501{c N3} non-profil community
development corperation (CDC), The mvestment was transacted on 07/1 5/9% with a
current balance of $50,000, This CDC's misston i3 to address unmet credit needs for
small busineases and commumity commrmic development, 1o promete job creation and
retention effons, and io support existing networks of community development
orgamnizations throuphont Californes.

An equity investment of 330,000 in a strlewide, S07(c)(3 ) non-profit commuanity
remvestment corpotation (CRCY. The investment was transacted in July of 2000 with &
cuarrent balance of 350,000, This CRCs mission 13 lo provide permanent financing for
sffordahle housing projects throughout California,
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A multi-family housing revenue bond issued by a statewide affordable bousing agency.
The mvestment was originaded on | 1/14/95 at $500,000 and matures on 02/01/06, The
outstanding balance was $80,000. The purpose of this bonid is to provide construction
anilfor permanent fnancing boans for multifumily residential projects. These loans are
insured hy the FHA.

An economic development bond issoed by a mumicipal redevelopment agency, The
mvestment was originated on 12719495 st $330,000 and matures on stapgered dates
between 0901705 and 09/01/07. The outstanding balance was siill $330,000. The
purpose of this bond is to finence various public improvements within the framework of
the Central Dixon Redevelopment Project, an peomomic development project benefiling
the City of Dixen i Solano County, The improvements inciude a new police station and
semor conder which are essential public services. In addition, the bond proceeds will go
o redevedopment efforts i the industrial ares of Dixen and to improvemnents along Nosth
First Street, both LMI geogtaphies. Portions of thiz bond are also et aside in a LM
howzing development fund

An econonmic development bond ixsued by & municipal public fimancing authority. The
mvestment was ransacted on 02/14/96 a1 $300,000 and matares on (970108, The
oulstanding balance was still $300.000, The purpose of this bond is to finance varions
public improvermeonis within the framework of the Vacaville C i
Project, an economic development project benefiting the City of Vacaville in Solano
County, Portions of this bond arc set aside in a LMI housing development fomd.

An economic development bond issued by a municipal redevelopment agency, This
nvestmend was transacled on 4/28/%8 1 $7%0, 000 and muadures on 11/01/08. The
outstanding batance was still $790,000. The purpose of this bond is to finomee various
public mmprovemenis within the framework of the Merged Downtown Sacramento
Redevelopment Project. The pregect arcs includes approximately 430 acres (109 city
blocks) encompassing the central business district of Sacramento and the adjacent portion
atonyg the Sacramento River. The principal objective s to rovitalize blighted areas by
strengthening retail and other commercial activities theough the improvement and
development of cultural and public amenitics, It also seeks to expand and enhance the
area’s sopply of bovsiog, mohuding LM housing.

A Tax Allocation Note issued on behall of & municipal redevelopment apency. This
mvestment was transacied on 0501 701 at $R00,000 and matures on 0201406, The
outstanding balance was 332,648, This tax increment financing is for street and utility
umprovements within the Cordelia Project Area of the Fairfield Redevelopment Agency
(FRA). The FRA's mission is (o promole economic development within snd around the
City of Fairfieid, Solano County. The Cordelia Project Area containg approximutely 2 637
RCTES m]innhu#uﬁmmnﬂurﬁﬂdmdﬂmmnrﬂy,ﬁnmﬂﬂmw Suizsun Cily is
located within a moderate-income peography

A capital improvement bond issved by the Esparto Unified School District, Yolo County.
This ivestinent was trmnsaciod on OR/01/97 at 51,000,000 and matures on stagperod
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dates between 08/01/02 and 08/01/14. The outstanding balance was $250,000. The
purposc of this bond is to acquire land for a new middle school and to improve and
modernize an clementary school. A majority of students served by these two schools are
LMI, a3 evidenced by the 65 percent (elementary) and 57 peyeent (middle) enrollment in
{he State of California Meal Program for necdy children.

s A capital improvement bond issued by the Winters Unified School Distnet, Yolo County.
This investment was transacted on O7/01/00 at $1,150,000 and matares on staggered
dates between 07/01/02 and 07/01/20. The outstanding balance was $1.045,068. The
bond proceeds will be used to complete the construction of a new clementary school.

The existing clementary school serves 1st through 6th grades. Upon completion of the
new school, grades 15t through 3rd will be relocated to the new facility. The majority of
students atiending this elementary schoal {35 percent) receive subsidized lunches under
the Statc of California Meal Program for needy children.

» A capital improvement bond issued by the Dixon Unified School Distnct, Solano County.
This investment was transacted on 05/08/01 at $580.000 and matures on staggered dates
hetween 000 1/1 1 and 09/01/14. The outstanding balance was $580,000. The purpose of
this bond is to build a new elementary school in Dixon, to alleviale curent overerowding at
two current schools located in the ncarby communiticos of Anderson and Silveyville, and 1o
provide for future growth, Children from the existing elementary schools will be retocated
te the new facility. A majonily of students al Anderson (67 percent) and Silveyville (68
percent) reccive free or subsidized lunches under the State of Califorma Meal Program for
needy children.

Qualified Grants and Donations

During the evaluation period, FNBD transacted 173 community development grants and donations
totaling $111,125.32. These grants and donations benefited LMI individuals, familics, amd
pecpraphies, as well as small businesses and smal] Gams, and supporied the full men of community
development activities meloding economic development; afforduble housing; and health, education,
socinl services. Table 7 lists these grants and donstions by county and assessment aren

Table 7
Qualified Granis aod Denations by Coanly and Assessment Area —
Comhined Assessment Area
County [ Assessment Area 4 ]

Sacramenio Conmiy I 5,217 5id
Yolo County | adas2ss
Placer County ! a2

Sacramenio MSA 40900 AA 94 $3,650.57

Solonn MSA 46700 AA 79 47 AT

Total CD Grants & Donations — CAA i 73 | 1masaz

Source; Bank suppited dufa
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SERVICE TEST

The Service Test evaluates a bank's record of belping to meel the credil needs of its AAs by
analyzing both the availability and effectiveness of a bank's systems for delivering retail banking
services and the extent and mnovativeness of its commumity development services, The FDIC
evaluates the availahility and effectiveness of a bank’s systems for delivering retail banking
services pursuant (o the following six criteria:
1) ‘The current distribution of the bank’s branches among low-, moderaie-, middle-, and
upper-ncome geographies;
2} The bank's record of opening and closing branches, particularly branches locaied n
LMI geographies or primarily serving LMI individuals;
3) The svailatehity ad effectivencss of altemative systems [or delivening retail banking
services in LMI geographies and to LM individuals;
4) The range of services provided in low-, moderate-, middle-, and vpper-income geographics
and the degree to which the services are tailored to meet the needs of those geographies;
5) The extent to which the bank provides commumity development services; and
i) The innovativeness and responsiveness of community development services

FNBD is rated “Outstanding”™ for the Service Test.
Retall Banking Services

Accessibility of Delivery Systems
FNBIY s retoil delivery systems are accessible to essentially all portions of the institution’s CAA.

Retail Branches, Loan Production Offices {LPOs), and Automated Teller Machines (ATMs)

FNBI operates 13 branches, 15 ATMs, five EPOs, and one central administrationfoperations office.

Eleven of the 13 branches are full-service facilities while two branches are limited-service
facilitics. Tenof the 11 full-service branches maintain ATM s while two branches maintun teo
ATMs each. Bramch ATMs accept deposits and dispense cash. The remaining three ATMs are
stanil-alone Gcilitics that dispense cazsh bl do nol sccept deposits: two we altached lo grocery
stores while one is located on the campus of the University of Califormia at Davis. Table 8
illustrates the distribution of the bank s brick-and-mortar facilities within the bank s CAA.
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* Low incume traces contiein one fiull-service branch, moderate-income tracts canlain three fall sevvice bromeher
anid ome LPO, middle-ivcome iracty vowsatn five full serviee branches, shree LPOy, and the hank
adhministrafion pperahuny cenier, upper-inceme tracts conimin wo fill service Branchey and fwe [imited-service
branches. The total nf 18 facilities does poi inchede the bank s fifth LPO locuivd in El Dorado County, part of the
Sacrawmentin MEA SUSH bt outivde the bauk = delineaiod wavessment drea

FNBD's branch and ATM networks arc well distributed throughout the CAA’s low- | moderate-,
middle-, and upper-income censis tracts and reasonably paraflel the area’s demographic profile.
Most notable is the bank's physical presence among LM census tracts, particularly the location
within moderate-income tracts of two fall-service branches: the main office in Dixon (First Street
Branch} which houses one of the bank s two locations for #s Investment and Brokerage Services
Drcpurtment, and the J Street branch in Sacramento which houses the bank’s Asset Management
and Trust Department, one of the bank’s two Jocations for its SBA Loan Department, and the
seconsd location of the bank's Investment and Brokerage Services Depariment.  Also, one of the
hank s two limited-sorvice branches (both located within semor living retirement centern) serves
the banking needs of an affordable housing complex wilhin one of the retirement centers

Changes in Branch | ocations

To the extent changes have been made, FNBIYs record of opening and closing branches has improv
the accessibility of its delivery systems, particularly in 1M1 geoeraphics and fo LM1 individiate

FNBD did not close any branches or ATMs during the current evatuation period. The bank opened

two pew Fall-service branches during the evaluation pentod: one in a moderate-income census tract in
Sacramento in October of 2002 and one in an upper-income census tract in Roseville, Placer County,

in Jannary of 2005, The bank also opened one new LPO in July of 2003 in a moderate-income
censuk iract i Woodland, Yolo Couwnty,

Table 8 and the altendant narmative discuss the bank's ATM network.



Internet Banking and Telebanking

FNBD maintains an Internet web site through which it offers a wide vanety of online banking
services, Theso services involve inquiry, transfer, and transactional capabilities relating to loans,
depnaits, and imvestment sceoumls; on-line loan and deposit appheations; and sutomated
clearinghouse (ACH) and electronic funds transfer (EFT) transactions such as direct deposit, wire
transfers, bill payment, EFTPS wax payments, accounts receivable electronic Jock box, and mutomatic
loan paymenis. The mstitption’s web site also contams imformation concerming the bank's history,
corporate profile and management, assessment area, branch operations, products and services,
employmeni and carcer opportunitics, community involvement and reinvestment, fimancial education
and calculation tools, and non-deposit investment products. E-madl is also available online,

The nstitution operates a 24-hour telephaone banking service mvolving information, inguiry, and
transfer capabilities for joan and deposil accounts

Both Intemet banking and telebanking are socessible throughoul the bank's CAA

1 i_i'ln_-' st Rl [

Services are tailored Lo the convamence and novds of the CAA, particularly LM peopraphics
and individuals.

FNBD offers an expansive menn of loans; deposits; asset management and trust services; courier
services, internet, glectromie, and telephomic services, non-deposil investment amd inserance prodicts,
business cash management services; ATM and check card services; and document imaging. The hank
can also facilitate certwn foreign trade transactions such a3 foreigm currency and wiemational money
orders. (ther products and services mchade installment eollections, legal process, notary service,
payroll service, statemnent and account reconciliation, savings bonds, mght deposit, safe deposit,
monecy orders, cashiers checks, and traveler’s checks.

FNBD offers non-deposit investment products (NDIPs) through an agreement with Raymond
James Financial Services, loc. (RIFS), an independent regisiered broker/dealer and member
NASDYSIFC. NDIPs and insurance products are underwritten by ron-affiliated investment and/or
insurance firme, Brokerage services are provided both on-hne and on-site &t duly sepregated and
disclosed locations on bank premises by licensed hroker/dealers. Products and services offered by
FNBD through RIFS include cquily stocks, bonds, anmuitics, mutual funds, IR As, msurance, tax
planmng, and retirement planning.

The bank's Asset Managenent and Trest Diepartment offers conventional trast and asset
protection'management services for individuals, pension and profit sharing plans, relirement fumds,
foundations, cndowments, and trmuats. This depamtinent also provides sssistance m arrangims sales,
mergers, or acquisitions of, or for, large businesses, as well as consultation services for owners of
privately hold smaller businesses that may be ilerested in a public offenng,

Business hours do not vary in a way that incenvenicnces cerlain portions of the CAA, particularly
LMI geographics and/or individusls. Fourteen of the 15 ATMs (93 percent), Intemet bunking, and
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telehunking offer 24-hour access. Full-service brunches are open Monday through Thursday
generally from 9:0 0AM to 4:00 or $:00PM and on Friday generally from 9:00AM to 6:00PM.
Two hranches offer full-day drive-up service; one of these branches is located withm a low-mcome
census tract while the second is in 8 moderste-income tract. A third branch, located in a middle-
income tract, offiers full-day walk up service, The two limited-service branches located in semor
retirement ceters offer banking services Mondays, Wednesdayg, and Fridays at one branch and
Tuesdays and Thursdays at the other branch

Community Development Services

FNBD ig a loader in providing community development services. The bank's commaunity
development services, products, snd activities have benefited all LMI sepments of its AAs and
have involved the areas of affordable housing: sconomic development and assistance 1o small
businesses mnd farms; personsl financial education and counseling: cmployment assistance and
job training; health, education, and food assistance; social and legal services; and bank account
services. Om several occasions the bank took a leadership position and/or provaded innovative
services within it AAs. Following is 2 description of some of the bank’s more expansive
community development services, products, and activities.

Srart Savers Progrm - during the 200002001 school year, FNBD piloted it's own in-schonl
savinps program with 2 2" grade class at a West Sacramento elementary school, Yolo County,
The bank’s program was titled Smart Savers. With teacher assistance, weckly deposits are
collected from the students and deposited at the bank’s West Sacrmmento Branch via the mght
drop, The pilol program included a school visit by West Sacramento Branch representatives,
student workbooks, a teacher's puide, savings sccount statements, Smart Savers Certificates,
savings-focused voloring books; birthday cards from the bank sent to kids on their birthday, and a
class tour of the West Sacramento Branch. The Smart Savers Program has grown fo serve cight
classrooms al this clementary school. This school hosts LM students as evidenced by the fact that
100 percent of students have been qualified for free or subsidized himches ander the Stato of
{Cahifornia Meal Program for needy ohildren.

Radio Spots - in August 2004 FNBL begen a community outreach radio campaign where non-
profil organizations engaged in community development activities are featured in 60-second
radio spots atring on a local Solano County radio station. In the rudio apots paid for by FNBI,
the bank president discusses FNBD's focus on the community and its desire to partner with
organizations that are belping the community. Also in the radio spots, a spokesperson from the
non-profit organization is given half the air tune to talk about the non-profit’s mission, an
npcorming fundraising evend, of 1o nform the community of how they can become involved in
the orpganization, FNBL ran 240 spots in 2004 and is contracted to rmn 576 spots in 2005,

Get Checlang - m Juse of 2000 FNBD partnered with a consumer credit counseling service to offer a

program called (fed Checking W help consumers who have a history of poorly managed porsonal
accounts re-enter the banking mainstream. The program involves consumer education focusing on

basic banking skills and financial principles, passing a test, and clearmg outstanding monics owed,
The program sarves mostly LM individuals in Sacramento, Yaolo, Placer, and Solano Counties.
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Alffordable Housing - in November 2004 FNBID catablished a special partnership with a Yolo
County affordable housing agency. The bank offered to be a collection site for this agency for a
peniod of six months 1o assist them with ther current “build project™ m Woodland, Yolo Comnty.
A collection box was placed in each of FNBD's eight Yolo County facilities {four full-service
branches, two limited-service branches, and two LPOg). The Bank also offered 1o mateh the funds
collected via the bank's collection boxes up to an amount of $5,000, Other services provided to
this agency have mcluded fher, newsletter, and fundraiser material design and printing.

Califormig Electrome Benefit Program - m July of 2002 FNBD became a participant in
California’s pilot program for Electronic Senefit Transfer (EBT). Participation by financial
institutions in EBT was optional. EBT electronically transacts the distribution of food stamp
benefits via a debit card used at ATMas and Point-ol-Sale (POS) terminals, making the issuance
of state public assistance and federal food stamp benefits faster and easier. EBT cards are issved
by county wellare departments and mailed 1o the EBT cliemt.  This program benefits LM]
individuals in Sacramento, Yolo, Placer, and Solano Counties.

Electronic Transfer Account - FNBID began participating in the 1.5, Department of the
Treasury's Electronic Transfer Aceount (ETA) al the onsel of the program in 1999, The ETA is
designed to provide individuals with a low-cost way to receive their federal benefit payments
such as social secunty, supplemental secunly meome, veterans' benefits, etc.  Many of the
individuals utilizing this service are LML This program benefits individuils in Sacramenio,
Yolo, Placer, and Solano Counties,

Account Services for Community Development Nom-Profits - FNBD promotes community
development by providing non-profit organizations checking accounts with a low moathly service
charge. In fact, there was no monthly service charge for non-profits until May of 2004, when a
service charge waos established at $3. The bank has over 1,67% non-profit checking accounts. In
addition, the bank has 354 savings accounts and 163 certificates of deposit for the non-profit
sector. Many of these non-profits provide services to LMI individuals, families, and/or
peograptees.  In sddition, the bank provides checking account services with no monthly service
charge, and is pledging $202,000 in securities as collateral, to the 11, 5. Department of Agriculiure
= Ruoral Development, for an affordable housing property management cosiomer (ongoing since
Mav 1, 2002). These services benefil Sacramento, Yolo, Placer, and Solano Counties.

Check Cashing Services - since 1997, FNBD has been providing check cashing serviees to 170
low-income tiwdividuals who have been placed under the care of the Yolo County Public Guardian.
In 2001, FNBI} began banking the Solano County Pubhe Guardian which involves providing over
TO0 nmdred low-income individuals check cashing services al the bank's Solano County branches.
FNED nepotiated an arrangement for check cashing services at o competitor institulion o make
the provess sasier for individuals who live in areas not served by FNBD branches.

COMPLIANCE WITH ANTI-DISCRIMINATION LAWS

Mo substantive violations of the anti-discommation laws were wdentificd,
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METROFOLITAN AREAS - FULL SCOPE EVALUATION
DESCRIFTION OF THE SACRAMENTO MSA 40900 ASSESSMENT AREA

The Sacramentas AA consists of all of Sacramento, Yolo, and Placer Counties. MSA 40900 also
includes El Dorado County; iowever, FNBD docs not include this county within its CAA.

Demographic Profile

Sacramentn County containg 279 census fracts: 26 low-income census tracts, 81 moderate-
income tracts, 103 middle-income tracts, and 69 upper-income tracts. Sscramento County is the
residential, comnmercial, and financial center of the Sacramento AA. As of Tune 30, 2004,
Sacramento County hosted 16,689,476 in FDIC-insured deposits, representing 63.8 percent of
the four-county area’s {Sacramento, Yolo, Placer, Solano) total deposit base. Per the 2000 115,
Census, folal county population stood at 1,223,449, or 74,6 percent of the Sacramento AA s total
of 1,640,558 persons and 64.8 percent of the CAA’s total of 1,888,251,

Secramento County’s economy is supporied by a total labor force of 587,086 workers.
Unemplovment as of 2000 was 6.64 percent compared 10 695 percont for the state. The
Sacramento Area Council of Governments (SACOG) projects employment to increase by nearly
61,000 aver the next five years.

Ompoing, large-scale residential development that is broadly spresd throughout Sacramento
County has increased the county’s household mventory by 10 percent over the past five years,
pushing total houscholds to 453,841 units per the 2000 U8, Census. SACOG projects
houschalds to increase by nearly 47,000 over the next five years. Sacramento County’s median
housing value is $154.357 compared to $258.376 for the state.

With massive population and employment, retail trade is a major economie factor, encompassing
25 million square feet of broadly distnibuled space within retail complexes and districts within
the county. Ten million square feet of mostly Class A office space is located in downtown
Sacramento, ahout 25 percent of the 40 million square feet of leasable private space located
throughout the county. This excludes a huge inventory of state, county, city and federal
government space that in aggregate mukes government a huge economic factor as well as an
enormous pser of banking services. The county has a broadly disinbuted base of nearly 100
million square feet of industrial space, which excludes company-owned buildings and campuses,

While Sacramento 15 the largest and most developed urhan center within the CAA, Sacramento
County also encompasses substantial agnbusiness production.

Placer County

Placer County contains 51 census tracts: three moderate-income census tracts, 27 middle-income
tracts, and 21 upper-income fmcia. Placer County docs nol contain any low-imcome census iracls,
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Placer County encompasses a huge and diverse landmass stretehing from the dense urban
development of Roseville/Rocklin eastward through the Aubum foothills into the Tahoe National
Forest to the Nevada State Line and Lake Tahoe. As a result, the county cconomy is substantially
impacted by recreation and tourism as well as by mining and agribusiness; together these economic
sectors dominate the eastern half of Placer County.

The west side is dominated by dense office, business park, industrial, and retail trade development.
This development supports & rapidly growing residential base that has seen Placer County's
houachold inventory increase by 28 percent over the past {ive years to reach 93,510 units as of the
2000 census. SACOG projects households to expand by 12,000 units aver the next five years,
Placer County's median housing value is $225 63| comparcd 10 $258 376 for the state.

Roseville is the financial center of the county's rapidly developing commercial sector that
encompasses more than 20 million square fect of industrial, six million square feet of retail, and
four millon square feel of high quality office space. All three of these commercial geetor
elements are expenencing wide-scale expansion that is most concentrated along the 1-50
Comdor of Rosevalle and Rocklin between Granite Bay on (he east and Lincoln to the west.

Per the 2000 LLS. Census, the Placer County lahor force stands at 123,875 persons.
Unemployment is relatively low at 4.01 percent compared to 6.95 percent for the state. SACOG
projects employment to expand by 25,006 persons over the next five years.

Like the other three AA counties, agribusiness substantially impacts the Placer County cconomy,
Yolo County

Yolo County encompasses 37 census fracts: two low-income census tracis, 19 moderate income
tracts, |1 middle-income tracts, and 14 upper-income tracts. Yolo County combines suburban
and rural market characteristics with 2 diverse economy and culiure rooted in agribuziness,
industry, warehousing, and education. Yolo County is host to the University of California at
Davis, which employs 17,000 people in support of a student enrollment that exceeds 30,000,

Like adjacent Solane County, houscholds have increased by 11 percent over the past five years lo a
total of 59,358 units. This includes substantial ongoing residential development in the
commumtics of Woodlamd, Davis, West Sacramento, and Winters. These four markets all host
FNBD offices. SACOG projects hovschold growth of at least 6,000 units over the next five years.

Per the 2000 LS. Census, Yolo County's labor force stands at 82,713 persons. Unemployment
stands &l 7.13 percent compared to 6.95 percent for the stale.  SACOG projects employment
growih of at least 16,006} persons over the next five years.

Commercial growth is focused around Davis, Woodland and West Sacramento, which form
divelopmental inangle shanng large scale growih while maintaining different market
charactenstics. The Davis economy and culture 15 rooted i UC Davis while West Sacramento is
dominated by industry and Woodland by warchousing due to its key position surrounding the
Imcestate S‘Highway 113 junction, a significant transportation nexus.
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Inside and surrownding this mangle theoughout the remainder of Yolo County is sigmficant
agribusiness production that substantially impacis the county”s economy.

DESCRIPTION OF INSTITUTION'S OPERATIONS IN THE SACRAMENTO MSA
40 ASSESSMENT ARFA

The Sacramenio AA encompasses the majonity of FNBDY s branch structure, operations, deposit
base, and lending activity, The Sacrumenio AA hosts six of the bank’s 11 full-service branches
{54.6 percent), both limited-service branches, amd three of five LPOs (60,0 percent). The AA also
comtains six of 15 ATMs (40 pereent).  As of June 30, 2004, FNBD's total Sacramento AA
deposils equaled $310,120,000, or 59.7 percent of the four-county total (Sacramento, Placer, Yelo,
and Solano) of $519,740,000. During calendar-year 2004, the Sacramento AA accounted for 68.7
percent by number, and 74.5 porcent by dollar volume, of FNBIDY s tolal in-assessment-area simall
business lending. The AA accounted for 65.9 percent by number, and 66.7 percent by dollar
volume, of the bank's total in-assesamert-area HMDA lending,

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN THE
SACRAMENTO MSA 40900 ASSESSMENT AREA

Owerall performance withun the Sacramento AA does nol malenally differ from the banks
overall performance throughout the CAAL

LENDING TEST

FNBIY demonstrated excellent overall lending performance within the Sacramento AA. As this
AA contains the majonty of the banks branch structure, lending volume, and deposit market share,
the hank’s lending performance within this AA closely parallels performance for the CAA.

Lending Activity

FNBD's overall lending performance wathin this AA demonstrates good responsiveness to
communty credit necds and reasonably reflects this AA s proportionste demographic and
ecomomic profiles. The majority of both small business and HMDA loans onginated within the
CAA were transacied within the Sacramento AA. The bank originated a majority of its
community development loans and s flexible lending program loans, both by count and dollar
volume, within the Sacramento AA.

Rorrower Pro

FNBD exhibited excellent borrower profile performance within thizs AA. For both small
business lending and HMDA lending, greater weight was placed upon compansons o agpegale
lending rather than demographic profile as the aggregate data more effectively reflects the effects
of markel share and competition within the overall analysis.
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Small Business Loans

FNBD's performance reflects an excellent level of penetration among businesses of different GAR
levels, Table @ details the banks borrower profile performance as to small business loans,

Table ¥
LT e .1_!. :I-: '..' :_. ,I _,.._ . “ - o - BB ..I :., i | : i .. . T :._ '_'E.._'
Sl it -'—?l:'.imfi.--h AR mw f.- oA SibE s gididhlpiai.
2603 Apprepaie Lending FNBIY 2004 Sl
Horrower Revenue AA Busineases® Data* Ristlounns. Tk
Level
il T [ ] = L] e
{'ﬂ -: ‘.I»IHHIIIIJI 65,519 {0 1741665 K1 156 438
m:-nmnim LN =L b 0 30,242 634 200 562
Total i, 364 10 47,708 LR R L Lo
o 000 Dign o Brodsireed dita

" feerepalte CRA data for all financiel meiitutions that arigirmialed mall busiviss loosis within FNVBD
Savrgmenio AA during colendar-year 2003 GAR = $lmillion mcludes busimexves that did mof report revenue

For this AA, the bank originated 41.8 percent of its year-2004 small business loans o small
husiness with GARs of less than or equal to $1milhion.  Although the bank’s percentage is below
the level of amall businesses within this AA, it noticeably exceeds the 16.6 percent ageregale
level achieved by competitor banks.

HMDA Loans

FNBD's performance reflects a pood level of penetration among individuals of different GAT levels.
Tahble 10 details the hank's barrower profile performance as to MDA loans.

Table 10
mn[mld—g  Borrawer Income — Sac ‘_ |
2003 te
Hnerower Incwme AA Houschiolds h“ﬁmﬂ FNED 2004 HMDA Loans
Level®
% % ! °%
Lavwr 65 14 7 61
Moderate 153 136 13 L4
Middle 19 %2 17 217
Upper 14 5.7 5 57.0
Inenmse Mal Reparted Lo £k 2 1.8
Total 100D 1000 114 1000

* Bowrower moome stroidfication based ipon HUL esnmaied medion famify incoma
*¢ fpprepate HMDA data for all fmaacial instinitions that originaied HMDA foons within FNED s Sacramenta

Ad dipring calvmdar- year 2003
29



FNBI lent among all income levels of borrower. Among low-income bommowers, the bank's
percentage of 6.1 percent was above the aggregate lovel of 3.4 percent and comparable to the
houschold level of 6.5 percent. The bank’s 11.4 percent penetration among moderale-income
horrowers was below the aggregate level of 13,6 percent and below the household level of 25.8
percent. Taken together, the bank’s level of lending among LMT census tracts stood at 17.5
percent, comparable to the aggregale level of 17.0 percent.  Distribution among maddle- and
upper-income borrowers was somewhat mixed: lenchng among middle-income borrowers was
below both aggregate and household percentages while lending among upper-income bormowers
was above both agurepate amd householk] percentages.

Geographic Distribution

FNBD exhibited excellent peographic distribution performance, For both small business lending
and HMDA lending, greater weight was placed opon comparisons to aggregate lending rather
than demographic profile as the aggregate data more cffcctively reflects the effects of market
share and competition within the overall analysis.

Small Busincss Loans
FNBIY s performance reflects an excellent distribufion of small business loans by income

catepory of census tract. Tuble 11 illustrates the bank’s geopgraphic distribution within the
Sacramento AA,

Table 11
ract Enr::um FNED 2004 Small Business Loans
Calrgory® [ %

Low 73 20.5
Musderate 251 219 W 30.1
Midite 377 382 i 25.5
Upper 2 118 T 719
Income Mol Heparied ERH) 0 0 0.0
Total 1064 10000 156 1060

30 Dun & Rradifreel divta

“* Aggregate CNA data for all faaneiol tontitions that argimmied small branes Tnany within FNRD '
Sueramieitte 44 dwring calendar-pear 2007

The bank"s overall small business loan distribution iz well balanced as the bank lent wmong all
income categones of census tract. The bank 's distnbulions among both low- and moderate-
income census tracts significantly exceed both the aggregate levels and the percentages of
businesses within each census tract income category. The bank’s percentage of 2005 among low-
income teacts is particularly noteworthy,
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HMDA Loans

FNBIY 2 performance reflects a good distnbution of HMDA loans by income category of census
track. Table 12 illustrates the bank's geographic distnbution within the Sacramento AA.

Table 12
_ﬁh{q TR . " -
["il"l.':- gF .':_:.._' -1| i_!_l':_"' A4l 3 _ = ‘._:. .- ‘__. ":,:':- = E-'Ei&‘i'ﬂ‘
AA Drwoer-Decupicd I003 Apgregate Lending FMNED 2004 HMDA
Cerwns Truct Income Housing Units [ Lasin
Category®
e e ¥ ¥

Law 7 3.4 I 0.9
Madlerate 19.5 L5.9 & "3
Middle A6 3T 42 MoE
Upper 36.2 w30 a9 43.0
Tncome Mol Reporied .10 .0 1] LER ]
Tulsl 100.0 1000 114 10400

* Apgregate HMIA data for il financial mefittions that eriginated MDA Joms within ENBD s
Sacramente A4 during calendar-pear 2K

The bank’'s overall distnbution appears reasonable and the bank lent among all income categorics
of census tract. The bank's 0.9 percent dispersion among low-income tracts was less than the
levels for both aggregate lenders and AA housing units. However, the bank s performance smong
moderate-income tracts was stronger al 19.3 percent, comfortably above the aggregate level of
15.9 percent and comparuble to the 19.5 percent of AA housing units. Among LMI census tracts
combined, the bank’s percentage of 20,2 was shghtly sbove the aggregate level of 19.3 percent and
below the 23.2 percent of AA housing units.

Community Development Lending

FHNBI} was a leader in commumity development lendimg within the Sacramento AA. Seven of the
bank s 13 community development loans (33.8 percent) totaling $14,032,176 (59.8 percent)
benefited the Sscramento AA. Additionally, two community development loans totaling
£1,000,004) benefited all AAs, Please refer to lhe CAA Communily Development Lending section
beginning on page 13 of this evaluation for details.

Innavative ar Flexible Lending Practices

The bank made use of flexible, though not particularly inovatve, lending programs within the
Sacramento AA. During the evaluation period, the bank originated 122 Joans totaling $61,469,576 within
this assessment area. These totals represent 63.5 pereent by counl, and 74.4 perceni by dollar volume, of
flexible program loans ongmated throughout the CAA.
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Sepving the Credit st Economic il

The hank exhibited an excellent record of serving the credil needs of the most cconomically
disadvantaged individualz and peographies within the Sacramento AA, consistent with zafe and
sound practices. FNBD's small business loan distributions among LMI individuals and within
LMI geopraphics were excellent, while HMDA loan distributions were good. The bank's
volume of community development lending enhanced credit avalability to LMI individuals,
families, and peographics, as well as to small businesses and farms, The bank made pood use of
flexible, although not particularly mnovative, lending programs,

INVESTMENT TEST

FNBD transacted a sipnificant level of qualified investments, grants, and donations within the
Sacramento AA. The one qualified investment of $2.355 000 that was originated duzing the
current evaluation peniod provided affordable housing within Sscramento County. Of the 10
qualified mvestments eriginated prior (o the current evaluation period, three mvestments, with a
total outstanding balance as of 1273104 of $2,085,000, dircctly benefited Sacramento and Yolo
Countics, while the remaining three statewide investments, with an outstanding balance of

2 180,000, benefited both the Sacramento AA and the Solano AA,

Of the 173 qualificd granls and donatwons tranfacted by the bank during the current evaluation
periodd, 94 (543 percent) totaling $33,650.57 (482 percent) benefited all three counties within
this AA. Please refer to the CAA's Invertment Test section of thia evaluation for further details.

SERVICE TEST

FNIMR'5 overall service performance exhibited excellent responsiveness to the credit, product,
and} service needs of the Sacramenio AA

Retall Banking Services
Accessibility of Deliyery Systeny

FNEBIY's retail delivery systoms are accessible to casentially all portions of this AA.

Retail Branches, LI'Os, and ATMs

The Sacramenio AA constiteles the predommant gpeographic and demographic portion of the
bunk's CAA. As shown in Tahles 8 and 13, s AA hosts a majority of the hank "= branches and
LPOs (1] of 18 - 6.1 percent), and six of 15 ATMs {40.0 percent). Also, this AA hosts the
bank's Asset Manapement and Trost Department, one of two Investment and Brokerape Services
[Department locations, and one of two SBA Loan Department locations.

As showm in Table 13, the bank™s branches, LPOs, and ATMs are reasonobly distnbuted
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throughout the AA. Of note is this AA’s strong physical presence within LMI census tracts. Alse,
this AA's Asset and Trost Management, Investment and Brokerape, and SBA locations, all
situated within the Sacramenio ) Strect Branch, are located within a moderate-income census racl,

Takle I3
Cengws Fract | Cessun Teaels in ck and Martar
Incaine Asmssmenl Arsg | 77 Popuisiien - Faciliiies® AT s
Category ] %% # T W "% I %
[ Low H 76 | 116435 7.2 1 5.1 2 By
Moderate w | 256 | esm | 263 3 273 2 1
[ Midddie 4t | 384§ Gee76s | 376 1 363 | 2 Y14
Upper 104 284 | am7ma | me 3 7.3 ¥ 0.0
NiA 1.0 0.0 D 00 B 0.0 0 0.0
 Total 167 1aa | L640SS | e it 1000 & 1000

= The bw-income focility is g fdl-sereiee brameh; the moderate-tncome fracks contoin M'nﬁ.nﬁ-.rm
branches and one LR the middle- incpme tracts comtain mwo full-service branches wad fwe LPCH,
the spper-incame innds incliede one fill-service branch und two himited-service hranches

¥ in Branch L [T

1'ns the extent changes have boen made, FNBD's record of opening and closing branches has improved
the accessibility of its delivery systems, particularly in LM geographics and to LMI individaals,

FNBID did not close any hranches or ATMs during the current evaluation perksl. The bank opened
two new full-service bramches during (he evaluation perkod: one in a moderate- income census ract in
Sacramento in October of 2002 and one in an upper-income censts tract in Roscville, Flacer County,
in Janvary of 2005, ‘The bank also opencd ene pew LPO i July of 2003 in o moderate-mcome
census tract m Woodland, Yolo County.

Alternative Delivery Systems

Table 13 and the atterutant narrative discuss the bank’s ATM petwork.

Ipternet Banking angd ‘Fetehanking

FHBIY s Intermet banking and telebanking services are accessible throughoul the Sacnmmento AA.
Reasona of Services and Busi ours in Mesting Assessment Area

Services and Busipess Hours

Services are talored 1o the convenienee and needs of the Seeramenio AA. All services and
products offered by the bank are readily available within this AA, Business hours do not vary n
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a way that inconveniences cortain portions of this AA, particularly LM geographies and/or
individuals. Fours of operation in this AA do not materially differ from those for the CAA or
for the Solane AA. Please refer to the CAA"s Service Test seclion of this evalunstion for details.

L‘&mmit'._r Development Services

FNBD s & leader in providing community development services within the Sacramento AA. A
majority of the bank's community development services directly or indirectly benefited the
Sacramento AA. Please refer 1o the CAA Community Development Services section beginning
on page 24 of this evaluation for details.
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METROPOLITAN AREAS — LIMITED SCOPE EVALUATION
DESCRIFTION OF THE SOLANO MSA 46700 ASSESSMENT AREA

The Solano AA consists ol 44 of Solano County’s B0 consus tracts. The AA docs not inclade the
communitics of Vallejo and Hemcia in the southwesiern section of Solano County. FNBD does
nol operaie & branch office or otherwizse attempt to develop business in the Vallejo or Beniciz
markets; both markets are located on the north side of the San Franciseo Bay and have dense
bankng competition onented o the Bay Area

Demographic Frofile
Solano MSA 46700 Assessment Area

The Solano AA consists of 44 census tracts’ |2 moderate-income census tracts, 22 middle-
INCOIME CEnEus [racts, mne upper-income census racls, and one WN/A census mact. The
pssessment area does nol contaim amy low-income census tracis.

Solano County’s key central position along the Intersiate 80 Corridor between the Bay Area and
Sacramento continues to be the doving growih factor, aided by a comparably tower cost of raw fand.

Solano Coanty conlintes to experience karge scale residential subdivision development as well as
a buibd-up of light industrial and commercial space that has avcelerated over the past fow vears.
In addition o constroction, manufacturmg and retail rade, the Solano County economy includes
agribusiness and military operations. Travis Air Force base near the community of Fairfield
continves o be the county's largest employer.

Per the: 2000 consus, total howscholds stood ut 79,454 units. AA households increased by 11 pereent
between the 200K census and 2415, putting the current houschobd count at nearly 89,000 units.
Houscholds are projecled to grow by 10,600 emits over the next five years. New residential
development encompasses almost the entire 1-8( Cormidor with development most concentrated in
Fairfield and Vacaville.

Per the 2(00 consus, the AA labor foree stands at | 18,199 persons. Unemployment is moderate
at 5,32 percent compared 1o 6.95 for the state. Employment is projected to yrow by 13,000
peraons over the nexi live yewrs

DESCRIFTION OF INSTITUTION'S OPERATIONS IN THE SOLANO MSA 46700
ASSESSMENT AREA

The Sclane AA contains five of the bank's 11 full-service branches {455 pereent), none of the two
tirmuted-service branches, and one of five LPOs (20,0 percent). The Solans AA contains nine of 15
ATMs (60.0 percent). As of Jane 30, 2004, the bank’s total AA depositz equaled $209,620,000, or
40.3 percent of the bank's total deposits within the CAA. Durning calendar-year 2004, the Solano

AA accounied for 31.3 percent by number, and 25 5 pereent by dollar volume, of FNED s total in-
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assesemend-area small business lending. The AA sccounted for 34.1 percent by number, and 33.3
percent by dollar volume, of the banks total in-assessmeni-area HMDA lending.

CONCLUSIONS WITH RESPECT TO FERFORMANCE TESTS IN THE SOLANO
MSA 46T0D ASSESSMENT AREA

LENDING TEST

FMBD's overall lending performance within the Solano AA was excellent and penerally
mirrored, and in some cases exceeded, performance for the CAA and the Sacramento AA

Owverall lending activity demeonstrated good responsiveness (o commumity credil needs and
reasonably reflects this AA's proportionale geographic, demmographic, and operatioms profiles.
During the evalustion period, 162 of 518 samnall business loans {313 percent) and 5% of 114
HMDA louns {34.1 peroent) were onginated within this AA.

Bomower profile perfirmance was excellent. The bank’s distribution of amall business loans to
businesses with GARs of less than or equal io 5 1milhon exceeded the year-2003 aggregate
lending level to A preater degree than that for the CAA. For HMDA loans, the bank et among
all mncome categories of bormowers, with penetration imong low-income bomowers slightly
above the aggregate level and penetration ameong moderate-income borrowers below the

aggregate level.

Cieographic distribution performance was excellent for both smull business loans and ITMDA
loans. For small business loans, penctratton among modcrate-mcome tracis excecded the yoar-
2003 aggregate level to a degree just shghily below that for the CAA, For [IMDA loans,
penciretion mwnong moderate-meome tracts excesded the apgregate level to a degree grealer than
that for the CAA. The Solano AA does not contain any low-INCome CENSLS Tacts.

The hank wis & lesder i miking comununity tl:.n'clupmmi loans wilhin the Solino AA. Az shown
in Table 6, four of 13 community development loans {308 percent) totaling $8.426,000 of the
bank-wide dollar total (35.9 percent) direotly benefited this AA. Two of the |5 commumnity
development loans, intaling 51,000,000, benefited both the Solano AA and the Sacramento AA.

The bank made good use of flexible lending programs to serve the credit needs of this AA. The
bank originated 70 loans totuling §21,183,579. These totals represent 36.5 percent by count, and
25.6 percent by dollar vohune, of all flexible program loans origiated by the bank within the CAA,

The bank exhibated an excellent record of scrving the credil needs of the most ccomomacally

dirsdvantaged individuals and geographies within the Solane AA. The bank s performance
mirmored, and in some cases excelod, performance for the CAA aml the Sacramento AA
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INVESTMENT TEST

FNBD did not eriginate any qualified equity or bond investments thal solely benefited the Solano
AA during the current evaluation penod. However, of the 10 exasiing imvestments, four
investments with an outstandmg balance as of 1273104 of $1,742,648 solely benefitad this AA.
Three investments with an oulstanding balance of $1 80,000 benefited both the Solano AA amd
the Sacramento AA.

As detailed in Table 7, the Solane AA benefited from 79 quakified gramz and donations iotaling
£457,474.75, representing 45.7 percent and 51.7 percent, respectively, of the banks lotal
community development pranis and donalions.

SERVIL ST

Hetail delivery sysiems are readily scocssible {0 all portions of the Solano AA.

The bank maintaing five of ils 11 branches (45.5 percent), one of five LPOs (20,0 percent), and
nine of 15 ATMs (60.0 percent), one of two Investment and Brokerage Services Department
locations, ome of two SBA Loun Department locations, and the sdmmistmation/operations center
within the Solano AA. Facilities are reasonably distributed throughout the AA, with the main

branch in Dixon, along with ite ATM and Investment and Brokerage office, located within a
inederate-incoime census tract.

All products, services, and retail and allemative delivery systems offered by the bank are readily
accessible throughout the Solane AA

The bank did not open or close any branches, L'Os, or ATMs in this AA during the evalualion period.
Services and business hours are sumilar o those offered throughout the CAA,
The bank transacied a refatively high level of communily development services within the

Solano AA. Please refer to the CAA Conmunity Development Services section hegmmng on
page 24 of this evaluation for details.
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APPENDIX A

SCOPE OF EXAMINATION

Firsi Marrhern Bamk of [Mzon

SCOFE DOF EXAMINATION: Large bank, Tall-scope evalustion of the Conbined Assessmeni Ares,

Full-scaps svalustion of the Sacramento MEA 40900 Asseszment Ares, Livalied-scope evalustion of 1he
Solana MEA 46TH Assecement Ares.

TIME FERMM} REVIEWELN For the Inveriment Test, ihe Service Test, lemling activily, serving ihe
credit needs of the most economically diaadvantaged, communily developmeni lending, and innevative
andlor Mexible leading programs, the peried reviewesd was from the date of the previces CRA evaluation
(Huky %, 2002) until ibe current evalaation date. For il other scetions of the Lending Ted (ssetement ares

conrestration, peographic distribotian, s8d borrower profile), the peried reviewed was all of ealendar-
year 004,

PROIMCTS REVIEWED: CRA-reporiable emall basiness loans, HMDA-reporiable residential morfgage
lpany, comironily develapment losnx,

LIST OF AFFTLIATES AND PRODUCTS REVIEWED

, - i . FRODUCTS
AFFILIATE[R): AFFILIATE RELATIONSHEP: REVIEWED:
Firil Moribern Commainity Baneoryp Farenl Holding Compamy MNIA

LIST OF ASSESSMENT AREAS AND TYFPE OF EXAMINATION

ASSESSMENT TYFE OoF HHANLIIES DTIHER

AREA: EXAMINATHIN: VISETEI: INFORMATHON:
Cambilned Assezmeni Ares Full-senps L Mape
Sacrmimento MEA 40508 Axesineni Aren | Fullscope L Mone

Sglano MSA 46700 Assemsmienl Ares i -yoopa ] Wone
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APPENDIX B
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APPENDIX C - GENERAL DEFINITIONS
CEOGRAFIY TERMS

Block: Small arcas bounded on all sides by vigible features such as streets, roads, streams or rail
road tracks, and invisible features like cily or town boundancs or properiy lines. Blocks are
subdivisions of census tructs or block numbering areas (BNA ), and are assigned a unique three-
digit mumber.

Block Growp: Clusters of blocks within a censas tract or BNA, having a four-digit number and
o three-digit suffix. The four-digit number comrespomds to the same number given to the census
tract or BNA in which it iz located.

Block Nombering Arcas (BNAs): Statistical subdivisions of 3 county for grouping and
numbering blocks in non-metropolitan counties where local census statistical area committecs
have not ¢stablished consus tracts. BN Az do nol cross county lines.

Census Tract: Small subdivisions of metropelitan and other densely populated counties.
Census tracl boundaries do not cross county lines; however, they may cross the boundarics of
metropolitan stalistical arcas. They uvsuzlly have belween 2,500 and 8,000 persons, and their
physical size varies widely depending upon population density. Census tracts are designed o be
homogencous with respect (o populabion characteristics, ceonomic status, and living conditions
to allow for statistical comparnisons.

Meiropolitan Area {(MA): One or more large population centers and adjacent communitics thai
have a high degree of ceconomic and social wlcgrabion. Each MA musl contain either a place
with a minimum population of 50,000 of Census Bureau-defined urbanized arca and a fotal MA
population of al least 100,000 (75,000 in New England). An MA comprises one or more central
countics and may include one or more outlving counties that have close economic and social
relalionstups with the central county. In New England, MAs are composed of citics and towns
rather than whole counties.

Metropolitan Statistical Ares (MSA): OUne or more metropolitan areas that have cconomic and
social tcs,

Primary Metropolitan Statistical Area (PMSA): A larpe urbanized countly or cluster of
coumties that demonstrate very sirong internal economic and social links, in addition 1o closc lics
to other portions of the larger arca. [[an arca qualifies oy an MA amd has more than one million
persons, PMSAs may be defined within it

Consolidated Metropolitan Staiistical Area ("MSA): The larger arca of which PMSAs arc
component parts

Non-Metropolitan Ares: All areas ontside of metropohtan areas. The definition of non-
metropolitan area is not congigtent with the defimtion of rural areas. Urban and roral
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classifications el actoss the other hierarchics; for example, there is generally both urban and
rural termitory within bolh metropolitan and non-metropolitan areas,

Urban Area: All termitories, populations, and housing units in urhanized areas and in places of
2,500 or more persons outside urbamzed arcas. More specifically, “urban”™ consists of tertitory,
persons, and housing umils in: places of 2,500 or more persons incorporated as cities, villages,
boroughs (except i Alaska and New York), and lowns (except in the New England staies, New
York, and Wisconsin) but excluding the raral portions of “extended cities”; censns designated
place of 2,500 or more persons; and other lemilory, incorporated or unincorporated including in
urbamzed areas.

Rural Area: Temtones, populations and housing unifs thal are not classified as urban.

HOUSING TERMS

Family: Includes a houscholder and one or more other persons living in the same houschold who
are related to the houscholder by barth, mamage, or adoption.  The number of family houssholds
always equals the mmmber of families; however, a family bouschold may also include non-
relatives living with the family. Families are classified by type as either a3 mamied-couple family
or other family which 1s further classified into “male houscholder™ (a family with a male
houscholder and no wife present) or “female householder™ (a family with a female houscholder
and no husband present)

Houschold: Inchides all persons occupymg a bousing uml.  Persons not living in bouscholds are
classified as living in group quarters. In 100 percent tabulations, the count of households always
coqualz the count of occupied housing units.

Housing Lnit: Inclodes & house, an apartmcat, a mobile home, a group of rooms, or a angle
roodn that is occopied as separate iving quarters.

Owner-Occupied Units: Includes units occupied by the owner or co-owner, even if the unit has
not been fully paid for or is mongaged.

INCOME TERMS

Median Income: The median income divides the income disinbuotion into iwo cqual parts, one
having incomes sbove the median and other having incomes helow the median.

Area Medias Income: The median family income for the MSA, if a person or geography is
located m an MSA; or the statewide non-metropolitan median family meome, i @ person or
peography is located outside an MSA

Family Imcome: Includes the income of all members of & family that are age 15 aod older.
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Household Income: includes the income of the haussholder and all other persons that are age 15
and older in the houschold, whether related to the houscholder or nol. Because many households
congist of only one person, median honsehold income is usually less than median family income.

Low-Income: Individual income that is less than 50 percent of the area median inconie, or a
median family income that is less than 50 percent in the case of a peography.

Moderate-Income: Individual income that is at least 50 percent and less than BO percent of the
area median income, of a median family income that is at least 50 and less than B0 percent in the

case of a peography.

Middie-Ineome: Individual income that is at least 80 percent and less than 120 percent of the
area median income, or a median family income that is at least BO and less than 120 percent in
the casc of a geography.

Upper-lTncome: Individual income that is more than 120 percent of the area median income, or &
median family income that is more than 120 percent in the case of a geopraphy.

HUD Adjusted Income Data: The US. Department of Housing and Urban Development
(HIL'LY) issues annual estimates which update median family income from the metropolitan and
non-metropolitan areas. HUL starts with the most recent 11.5. Census data and Faclors in
miomation from olher sources Io amve at an annual estumate that more closely reflects current
ecomonnc conditions.

OTHER TERMS

Home Morigage Pisclosure Loan Application Register (HMDA LAR): The HMDA LARs
record all applications received for residential purchase, refinance, home improvement and
temporary-to-permancnot constrction Tosns

Small Business Lean: A loan inchided in “loans to small businesses™ as defined tn the
Consolidated Repont of Condition and Income (Call Report). These loans have original amounts
of $1 million or less and arc cithor sccured by nonfurm nonresidential properties or are classified
g cormmiercial and mdustrial inans.

Small Farm Loan: A loan included in “leans to small Ganms™ as defined in the instructions for
preparation of the Consolidaterd Repont of Condition and Income {Call Repott). These loans
have onginel amounts of $500,000 or less and are either secured by farmiand, incieding farm
residential and other improvemcents, or are classified as lnans o finupce apriculturml production
and other loans to farmers.



APPENDIX D - INVESTMENT DEFINITIONS

Commusity Development Corporation (CDC)y: A CDC allows bankz and holding companies
to make equity type of investments m commumty development projects. The equity investments
are subjeet to limils specifiad by the hank's regulator. Bank CDCs can develop imnovative debi
instrumenis or provide near-equity investments tailored 1o the development needs of the
communmily a8 well as lo the financial and marketing needs of the bank. A CTDXC may purchase,
owr, rehabilitate, construct, manage and sell real properiy, Also, it may make equity or debi
investments in development projects and in local businesses. The CDC activities are expected to
directly henefit low- and moderate-income groups, and the investment Jollars should not
represent an undue risk on the banking orgamzation.  Any real estale ownership should gencrally
be temporary, with ownership reverting to members or organizations in the communily.

Community Development Financial Institations (CDFls): CDFls are privale intermedianes
(either for profit or nonprofit) with community development as their primary mission. They
procure loans and investments thal conventional financial institutions are unable to invest in, and
they link financing lo other developmental activities. A CDFI ficilitales the flow of lending and
investment capital nto distressed commumities and to mdividuals who have been unable to 1ake
advantage of the services offered by treditional Anarcial institubions. CDFls share a commoa
migsion and can be chariered as a credit union or bank. CDFls can also be unregulated nonprofit
institutions that gather private capital from a range of zocial mvestors for community
development lending or investing. Some basic types of CDFIs include community development
banks, community development loan funds, community development eredil unions,
microcnterprise fumds, and community development venture capital funds. A certified CDF]
must meet eligibility reguuremenis, which imclude: having a primary mission of promoting
commumity development, serving an investment area of target population; providing
development services; maintaining accountability to residents of ifs investment ares or targeted
popitlation through representation on its governing board of directors, or by other means; and not
constituling an agency or mstrumentality of the United States, of auy state or political
subdivision of a state,

Low Income Housing Tax Credits: The Low-Income Housing Tax Credit Program iz a
housing program contained within the Internal Revenue Code of 1986, as amended, which is
admimisiered by the 1.5, Department of the Treasury and the Iniernal Revenue Service. The
LS. Treasury Diepartment, through the Intermal Revesue Service, distributes low-1ncom
howsmg 1ax credits to housing credit agencies.  The housing agencies allocate lax credils on a
competitive basis. Developers who acquire, rehabalitate, or construet low-income rental housing
may keep their tax credits or sell them (o corporations or investor groups, who, as owners of
these properties, will be able (o reduce ther own federal tax payments. The credit can be
claumed arnually for ten consecutive years. Fora project 10 be ¢higible, the developer must set
aside a specific percentage of umis for occupancy by low-income residents. The set-usde
royutrement remains in place throughout the comphance perrod, usually 30 years,



Qualified Tovestments: A qualified investment is defined as any lawful invesiment, deposit,
membership share, or grant that hos as ils primary purpose community development 1o support
ihe following endeavors: 1) alfordable housing; 2) community scrvices largeting low- and
modetate-income individuals; 3) activities that promole economic development by financing
smiall farms and emall businesses: and 4) activities that revitalize or stabilize low- and moderate-
meome geographies.
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APPENDIX E - STANDARD PE LANGUAGE
LENDING TEST

Scope of Test

The lending test evaluates the instilution's record of helping o meet the credit needs of 11s
axsessmenl arca(s) by considening an institution's home mortgage, small business, small faem,
anvl commumity development lending. The institution's lending performance 15 evaluated
pursuant bo the fullowing criteria: 1) the volume of lending activity; 2) the proportion of lending
within the assessmeni arcals}; 3) the dispersion of lvans and the nuiber and amount of loans m
low-, modersic-, middle- and upper-income geographies in the assessment arca(s); 4) the
distnbution of loms among borrowers of low-, moderate-, middle- amd upper-income levels arul
businesses (including farms) of diffcrent sizes; §) the distribution of smal] business and small
farm Ioans by loan amount al erigination; 6} the volume of conmmunity development lending; and
7) the use of inmovative or Mexible lending practices. Performance under Lhe: lending lest 18
weighted more heavily than the mvestment and Scrvice Tests when arriving at an overall rating.

Commmnity Development Lending:
Performance Criterla

I'he mstilohon's community development lending activities are evaluusted pursuanl to the
following eriteria: 1) the extent 1o which community development lending opportumties have
een made available to the institution; 2) the responsiveness of the institution’s community
development lendmg; and 3) the extent of leadership the institution has demonstrated
commiumity development fending.

Innovative and Flexible Lending Practices:
Performance Criteria

The mstitation’s innovaiive and flexible lending practices are cvaluated pursuant to the following
criteria: |} the degree 1o which the lnans serve low- and moderate: income creditworthy
borrowers in new ways or serve groups of creditworthy borrowers nol previously served by the
institution; and 2} the success of cach product serving low- and moderate-income borrowers,
including the numher and dollar volume of lvans cnginated during the review penod.

NVESTMENT TEST

Scope of Test

The mvestment test evaluates the institution’s record of helping to meet the credit needs of its
assessment area(s) through its use of gualified imvestments that benefil the assessment area(s) or
a broader statewide or regional area that includes the institution's assessment areals). Aclivities
congidered under the lending or Service Test may uol be considersd under the mvestment test.
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The institution's investment performance is cvalusted pursuant to the following enteria: 1) the
dollar ameunt of gualificd investiments; 2} the innovativeness or complexity of qualified
investmeniz; 3) the responsiveness of qualified mvestments 1o credit and commumty
development needs; and 4) the degree o which the qualified investments are nol routinely
provided by private investors.

VICE
Scope of Test

The Service Test evaluates the mstitution's record of helpmg to meet the credil needs of s
assessment area(s) by analyzing both the availability and sffectiveness of the institution's
systems for delivering retail banking services and the extent and innovativencss of its community
development services. The institution's retail banking services are cvaluated pursuant 1o the
following criteria: 1} the distributson of the institution's branches among geographies of differcnt
income levels; 2) the record of opening and closing branches, particularly branches located in
low- and moderate-income geopraphies or that primarily serve low- or moderate-imcome
iulividuals; 3) the avatlability and effectiveness of allernate systems for delivering retail banking
services; and 4) the range of services provided in low-, moderate-, middle-, and upper-income:
peopraphics and the degree to which the services are tailored to mect the needs of those
geographics.

In addition, the institution's community development sérvices are evalualed pursuant o the
following criteria: 1) the extent of community development services offered and used; 2) the
mnovativeness of commumity development services, includimg whether they serve low- amd
muoderate-income cusiomers in new ways or serve groups of customers nol previously served; 3)
the degree to which they serve low- and moderate-income arcas or individuals; and 4) thewr
responsivencss 1o available opporunities for communily development services,
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