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INSTITUTION

INSTITUTION'S CRA RATING: Bank of Cattaraugusisrated “OUTSTANDING.”

For the examination period of January 1, 2000, through December 31, 2001, the outstanding
performance of the Bank of Cattaraugus with regard to the Community Reinvestment Act (“CRA”) is
based on the following performance criteria

The bank’ s loan-to-deposit ratio was more than reasonable.
Most of the bank’ s loans were made in the assessment area.

The digribution of loans to borrowers of different income levels, including low- and
moderate-income (“LMI”) individuas, and to businesses of different Szeswas more
than reasonable.

DESCRIPTION OF INSTITUTION

The Bank of Cattaraugus (“Cattaraugus’) operates out of a single office in the village of Cattaraugus,
which is within the municipdity of New Albion in Cattaraugus County. Located in western New Y ork
State, the county contains 2 cities, 32 towns, 13 villages, and 3 Native American Resarvations. The
bank recently celebrated its 120th year of operation. Cattaraugus has dways been a single-office
operation, and it isnot part of aholding company or affiliated with any other inditution. As of March 31,
2002, the bank had total assets of $12.1 million and net loans and leases of $7.4 million.

Cattaraugus extends severd types of credit: resdentiad mortgage loans for one- to four-dwelling units
and for units of five or more dwellings, housing rehahilitation loans, and home improvement, small
business, home equity, consumer and commercia loans. Cattaraugus makes persond loans to
individuds for as little as $50; terms range from a single payment due in 30 days to ingtalments over up
to 60 months. Mot of Cattaraugus loans are consumer loans typicaly for small amounts. The largest
dollar volume of loans are red estate-rdated. As of March 31, 2002, approximately 76 percent or
$5.7 million of the banks loans were red estate-rel ated.

At its last CRA examination, dated August 18, 1997, Cattaraugus was rated “outstanding.” There are

no financid or legd impediments preventing the bank from servicing the credit needs of the consumers
and smdl businessesin its assessment area
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DESCRIPTION OF THE BANK’SASSESSMENT AREA

The following demographic and economic information was obtained from publicly available sources that
include the U.S. Depatment of Commerce Bureau of the Census (1990 and 2000), the U.S.
Department of Labor and the U.S. Department of Housing and Urban Development (“HUD”).

Cattaraugus assessment area contains three block numbering areas (“BNAS’) that the bank can
reasonably service. These contiguous BNASs do not arbitrarily exclude any LMI areas, and dl three are
middle-income. The assessment area borders on a moderate-income BNA in which the city of
Sdamanca and the Allegany Reservatiion ae located. In light of its digance from the bank
(approximately 15 miles) and competition from other banks, this BNA is excluded from the assessment
area.

The assessment area includes the towns of New Albion, Leon, Eagt Otto, Ashford, Little Vdley and

Handsfield. Cattaraugus primary servicing area has dways been the village of Cattaraugus and the area
serviced by the Cattaraugus Little Vadley Central School Didrict, located primarily in the three BNASin

the assessment area. The school didtrict serves resdents of nine towns and two villages in Cattaraugus

County.

According to the 1990 Census, the bank’ s assessment area population totaed 12,797, and Cattaraugus

County’s population was 84,234. Cattaraugus assessment area is rurd in nature and not part of a
metropolitan satistica area (“MSA”). As of 2000, the population of Cattaraugus County totals 83,955,

a .3 percent decline snce 1990. Like many rura communities in the Northeast U.S,, the county’s
population is aging as economic opportunities diminish.

A map illugtrating Cattaraugus assessment area appears on page BB10.

PERFORMANCE CONTEXT

Demographic Characteristics

The assessment area is made up of three middle-income census tracts. According to the 1990 Census,
the population in the assessment area was approximately 15 percent of the population in Cattaraugus
County. All the assessment area population resides in middle-income tracts.

Of the 3,370 households in the bank’s assessment area that are considered families, 21 percent are
low-income, 23 percent are moderate-income, 25 percent are middle-income, and 31 percent are
upper-income. Of the 4,357 households in the bank’ s assessment area, 23 percent are low-income and
20 percent are moderate-income.
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According to HUD, the median family incomes in the assessment area are $37,100 in 2000 and
$38,200 in 2001.

Housing Characteristics

Of the 5,576 housing units in the assessment area, 3,581 (64 percent) are owner-occupied, which is
higher than the rate of 48 percent for New York State. Most of the housing stock in the assessment
area (81 percent) is made up of one- to four-family resdentia dwellings. According to the New Y ork
State Association of Redltors, the median sdes price of a home in Cattaraugus County is $57 thousand
(as of July 2000).

Labor, Employment and Economic Characteristics

Although the manufacturing industry has declined, food processing and plastics companies remain in the
area. Olean in Cattaraugus County is the headquarters of Dresser-Rand, a producer of gas turbines for
the energy industry. Dresser-Rand aso has a plant in Wdlsvillein Allegany County. Cattaraugus County
has severa other large machine and fabricated metal product firms as well as productive farming and
dairy regions. Tourism is strong throughout the year because of Ellicotville s Holiday Valey, one of the
largest ki resortsin the East. Allegany State Park is another mgjor tourist attraction.

The latest recession has not severely impacted employment in Cattaraugus County. As of July 2002, the
unemployment rate is 5.9 percent, compared with 6.4 percent the previous year. Like most of Upstate
New York, however, the county’s economic growth is dow. Between 1990 and 2000, total jobs
increased 6.2 percent compared with 7.4 percent in New Y ork State and 20.1 percent nationwide.

The three middle-income census tracts have 433 non-farm business establishments. Of these businessss,
375 or 78 percent have gross annud revenues (“GAR”) of $1 million or less.

CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA

The “outstanding” rating is based on an assessment of the bank’s core performance criteria. For the
performance levels related to lending, income and geographic didtribution, a sample of 219 loans
originated between January 1, 2000, and September 30, 2001, was andyzed. The sample included 127
consumer loans, 52 loans reported under the Home Mortgage Disclosure Act ("HMDA™), and 40
commercid/agriculturad loans.

L oan-to-deposit Ratio

Cattaraugus |oan-to-deposit ratio was more than reasonable given the bank’s Size, financid condition,
and the credit needs of its assessment area. As of March 31, 2002, Cattaraugus had a favorable net
loans and |eases to deposits ratio when compared with its nationa peer group of 437 banks. The banks
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average loan-to-deposit ratio of 69.5 is above the nationa peer group average of 62.5 reported in the
Uniform Bank Performance Report (“UBPR”).

The bank’ s average loan-to-deposit ratio for the four most recent quarters ending March 31, 2002, was
67.4, based on information contained in its Consolidated Report of Condition and Income. The loan-to-
depodit ratio exceeds the regiond peer group average of 60.2 for banks of smilar size.

Lending in the Assessment Area

During the examination review period, Cattaraugus originated a subgtantid mgority of its loans in its
assesament area. Classifying the banks loans into three mgjor categories shows that a significant mgority
of housing-related, consumer and business loans were made in the bank’ s assessment area.

Of the tota loans sampled, 94 percent (205 out of 219) were extended in the bank’ s assessment area.
Of the loans sampled, 92 percent of housing-related, 98 percent of consumer, and 83 percent of the
commercid/agricultura loans were made in the bank’ s assessment area.

L ending to Borrowers of Different |ncomes and to Businesses of Different Sizes

Overdl, Cataraugus record of lending to borrowers of different income levels, including LMI
individuas, and businesses of different Szes was excdlent given the demographics of the bank’s
assessment areas An analysis of the lending digtribution in each loan category follows:
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EXHIBIT 1
Distribution of Loans in Assessment Area

By Income Level of Borrower
January 1, 2000 — December 31, 2001

HMDA-

RELATED CONSUMER TOTAL
LOW-INCOME:
Less than 50% of Median Income
Number 10 53 63
Percentage 21% 46% 39%
Amount ($) $354,532 $159,727 $514,259
Percentage 23% 28% 24%
MODERATE-INCOME:
At least 50% & less than 80% of Median Income
Number 18 37 55
Percentage 37% 32% 34%
Amount ($) $415,041 $211,644 $626,685
Percentage 27% 37% 30%
MIDDLE-INCOME:
At least 80% & less than 120% of Median Income
Number 10 19 29
Percentage 21% 17% 18%
Amount ($) $423,281 $121,749 $545,030
Percentage 27% 21% 26%
UPPER-INCOME:
120% or more of Median Income
Number 10 6 16
Percentage 21% 5% 9%
Amount ($) $351,422 $78,416 $429,838
Percentage 23% 14% 20%

HMDA-related Loans

The bank’s housing-related lending to borrowers of different income levels was excdlent. Exhibit 1
indicates that HMDA-related loans to LMI borrowers totaled 58 percent of al loans sampled while
LMI families represent 44 percent of dl families in the assessment area. Loans to low-income
borrowers totaled 21 percent and loans to moderate-income borrowers totaled 37 percent of the loans.
The ratio of lending to low-income families compares favorably with the assessment area's
demographics, which indicate that 21 percent of the families are low-income. The ratio of lending to
moderate-income families is aso favorable when compared with the demographics of the assessment
area, which show 23 percent of the families are moderate-income.
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Consumer Loans

The bank’s consumer lending to borrowers of different income levels was excdlent. Exhibit 1 shows
that loans to LMI borrowers totaled 78 percent of al loans sampled while LMI families represent 44
percent of dl families in the assessment area. Loans to low- and moderate-income borrowers
accounted for 46 and 32 percent of the loans sampled, respectively. As noted above, these ratios
compare favorably with the demographics of the assessment area.

EXHIBIT 2
Distribution of Loans in Assessment Area

By Size of Business
January 1, 2000 — December 31, 2001
SMALL BUSINESS LENDING SUMMARY

% of
Number of mount of
Number of umber o % of loans to | $ amount of $ amount o $ amount
loans to loans to
loans to small loans to of loans to
busi small busi busi small small
usinesses buSInesses*® usinesses usinesses | . cinasces’ _ .
businesses
33 33 100% $436,804 $436,804 100%

Small Business Loans

The bank’s lending to businesses with revenues of $1 million or less was excelent. As shown in Exhibit
2, 100 percent of the loans sampled were made to such businesses. This ratio compares favorably with
the percentage of farm and non-farm businesses (89 percent) in Cattaraugus assessment area with
GAR of $1 million or less.

In addition, 100 percent of small business loans originated by Cattaraugus during the examination period
were for $100 thousand or less. The average loan size was $13.2 thousand, an amount that would meet
the credit needs of smdler businesses.

Geogr aphic Digribution of L oans

Cattaraugus  geographic distribution of loans was not rated as the bank’ s assessment areais made up of
three middle-income census tracts (BNAS). The assessment area has no LMI tracts. As indicated
above, a contiguous BNA is moderate-income; however, the opportunity to lend in this BNA is limited
because of competition and distance.

" Businesses with gross annual revenues of $1 million or less.
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Response to Complaints

Cattaraugus received no complaints relating to the bank’s CRA performance, and no complaints have
been filed with the Federd Reserve Bank of New Y ork since the previous examination.

No credit practices violating the substantive provisons of the antidiscrimination laws and regulations,

including the Equal Credit Opportunity Act and the Fair Housing Act, were identified that would have
an impact on Cattaraugus CRA rating.
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CRA APPENDIX A
GLOSSARY

Censustract: A smdl subdivison of metropolitan and other densely populated counties. Census tract
boundaries do not cross county lines; however, they may cross the boundaries of metropolitan statistica
areas. Census tracts usudly have between 2,500 and 8,000 persons, and their physica size varies
widely depending upon population density. Census tracts are designed to be homogeneous with respect
to population characterigtics, economic status, and living conditionsto alow for Satistica comparisons.

Consumer loan(s): A loan(s) to one or more individuas for household, family, or other persond
expenditures. A consumer loan does not include a home mortgage, smal business, or amdl farm loan.
This definition includes the following categories. motor vehicle loans, credit card loans, home equity
loans, other secured consumer loans, and other unsecured consumer |oans.

Family: Includes a householder and one or more other persons living in the same household who are
related to the householder by birth, marriage, or adoption. The number of family households dways
equas the number of families, however, afamily household may aso indude non-rdaives living with the
family. Families are classfied by type as e@ther a married-couple family or other family, which is further
cassfied into “mae householder” (a family with a mae householder and no wife present) or “femde
householder” (afamily with a female householder and no husband present).

Geography: A census tract or a block numbering area delineated by the United States Bureau of the
Censusin the most recent decennia census.

Home Mortgage Disclosure Act (“HMDA™): The dtatute that requires certain mortgage lenders that
do business or have banking offices in a metropolitan statistical area to file annud summary reports of
their mortgage lending activity. The reports include such data as the race, gender, and income of
goplications, the amount of loan requested, and the dispostion of the application (e.g., approved,
denied, and withdrawn).

Home mortgage loans: Includes home purchase and home improvement loans as defined in the
HMDA regulation. This definition aso incdludes multifamily (five or more families) dwelling loans, loans
for the purchase of manufactured homes, and refinancings of home improvement and home purchase
loans.

Household: Includes dl persons occupying a housng unit.  Persons not living in households are
classfied asliving in group quarters. In 100 percent tabulations, the count of households always equas
the count of occupied housing units.

Low-income: Individud income that is less than 50 percent of the area median income, or a median
family income that isless than 50 percent, in the case of ageography.
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Metropolitan area (“MA”): Any primary metropolitan datidicd area (“PMSA”), metropolitan
datisticd area (“MSA”), or consolidated metropolitan area (“CMSA”), as defined by the Office of
Management and Budget, with a population of 250,000 or more, and any other area designated as such
by the appropriate federd financia supervisory agency.

Moderate-income: Individua income thet is at least 50 percent and less than 80 percent of the area
median income, or a median family income that is a least 50 percent and less than 80 percent, in the

case of ageography.

Middle-income: Individua income that is at least 80 percent and less than 120 percent of the area
median income, or a median family income that is a least 80 percent and less than 120 percent, in the

case of ageography
Multifamily: Refersto aresdentia structure that contains five or more units.

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

Rated area: A rated area is a Sae or multistate metropolitan area. For an inditution with domestic
branches in only one date, the inditution's CRA rating would be the date rating. If an inditution
maintains domestic branches in more than one date, the inditution will recelve arating for each gate in
which those branches are located. If an ingtitution maintains domestic branches in two or more states
within a multistate metropolitan areg, the inditution will receive a raing for the multistate metropolitan
area.

Small loan(s) to business(es): A loan included in “loans to smdl busnesses’ as defined in the
Consolidated Report of Condition and Income (“Cdl Report”) and the Thrift Financid Reporting
(“TFR") indructions. These loans have origind amounts of $1 million or less and typicaly are either
secured by nonfarm or nonresdentid red edtate or are classified as commercid and indudtria loans.
However, thrift ingitutions may aso exercise the option to report loans secured by nonfarm residentia
red estate as "smdl business loans' if the loans are reported on the TFR as nonmortgage, commercid
loans.

Upper-income:  Individua income that is more than 120 percent of the area median income, or a
median family income that is more than 120 percent, in the case of a geography.
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CRA APPENDIX B

INSERT MAP OF ASSESSMENT AREA HERE
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