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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federal financialvssgry agency to
use its authority when examining financial institutions subject to its sujmeryvie assess the
institution's record of meeting the credit needs of its entire community, inclioshrgnd
moderate-income neighborhoods, consistent with safe and sound operation of theomstituti
Upon conclusion of such examination, the agency must prepare a written evalu#ten of
institution's record of meeting the credit needs of its community.

This document is an evaluation of the CRA performantéd€oast Community Bank (MCB)
prepared by thé&ederal Deposit Insurance Corporation (FDIC}he institution's supervisory
agency, as dflarch 13, 2009 The agency rates the CRA performance of an institution
consistent with the provisions set forth in Appendix A to 12 CFR Part 345.



INSTITUTION RATING

INSTITUTION'S CRA RATING: This institution is rate@atisfactory.

An institution in this category has a satisfactory record of helping to imeetedit needs of its
assessment area, including low- and moderate-income neighborhoods, in a mansigntonsi
with its resources and capabilities. The assigned rating is based on thanfpliastors.

The average net loan-to-deposit (NLTD) ratio is more than reasagiablethe bank’s size,
financial condition, and assessment area credit needs.

An analysis of the bank’s lending reflects that a majority (70 percent) s loare
originated within the bank’s assessment area.

The distribution of the bank’s small business loans reflects reasonablepenetmong
businesses of different sizes, given the demographics of the assessment area

The geographic distribution of the bank’s small business loans refleatsabées dispersion
throughout the assessment area.

There were no complaints filed against the bank with respect to its CRA pert@siace
operations began in March 2007.

SCOPE OF EXAMINATION

The CRA provides a streamlined evaluation method for “Small Banks,” which eixgshas
lending performance. A “Small Bank” is a bank that, as of December 31st ofadithe prior
two calendar years, had total assets of less than $1.109 billion. The SmadhvBhardtion
contains five performance criteria:

1)

2)
3)

4)
5)

The institution’s loan-to-deposit ratio adjusted for seasonal variation aaplpegpriate,
other lending-related activities such as secondary market participatiomucoiy
development loans, or lending-related qualified investments.

The percentage of loans and other lending-related activities locatednistihdions
assessment areas.

The distribution of lending among borrowers of different income levels and aesnes
and farms of different sizes.

The distribution of lending among geographies of different income levels.

The institution’s record of taking action, if warranted, in response to wodtieplaints
about its CRA performance.



MCB designated one assessment area, which was reviewed using thB&kalRA

evaluation procedures described above. The evaluation of the bank’s lending performance
would normally be based upon a review of Home Mortgage Disclosure Act (HMEpajtable
loans, as MCB was a reporter for 2008. However, the number of residential loamstedidpy
the bank is minimal, and the majority of these loans are principally to acodatencommercial
customers. Although a Small Bank is not required to collect or report loan datshetinéor
HMDA (as applicable), it was determined that the evaluation of the bamkisteperformance
could best be achieved by reviewing small business loans for 2007 and 2008. Aggregate lending
data compiled by the Federal Financial Institutions Examination Colf¢EC) from the
submission of small business lending data by large banks, or bank’s whose asset$éxc
billion, is also included for informational purposes only. Since MCB is not included in this
aggregate data, a direct comparison was not made. The bank’s performancarhotiotie

was similar to the performance by the number of loans originated, and wasréhefincluded
in the tables or written analysis.

DESCRIPTION OF INSTITUTION

MCB is an independent community bank headquartered in Wilmington, Delaware, which
commenced operations on March 15, 2007. This evaluation represents the firss ah#hgs
bank’s CRA performance. The bank operates one full service branch, which id lmtate
Kirkwood Highway, in a middle-income census tract in Wilmington. The bank alsoaimaint
separate administrative offices in a nearby complex.

MCB offers a variety of loan products that include commercial and consumer loans. €onsum
loans consist of home equity loans, personal loans and personal lines of credit. Varsits de
products are also offered to accommodate local residents and businesses.

The bank’s growth exceeded initial expectations as outlined in the bank’s kysa@sAs of
December 31, 2008, assets totaled $128.9 million. Total loans equaled $113 million, which
represented approximately 88 percent of the bank’s total assets and mppebxiL03 percent of
total deposits. The composition of the bank’s loan portfolio shows that MCB is primarily
commercial lender. Commercial loans account for 54 percent of the bank’'eaoigdrtfolio.
Real estate loans comprise 95 percent of the bank’s portfolio with the caticentf 49

percent being commercial in nature. The remainder of the loan portfolio sarfsist family
residential loans (25 percent), construction and land development loans (11 pexcarijahs

(6 percent), multi-family loans (4 percent) and consumer loans (< 1 perddm)bank’s
investment portfolio aggregates $15 million and represents 12 percent of total assets.

Table A reflects the bank’s loan portfolio as of December 31, 2008.



Table A - Loan Distribution as of 12/31/2008
Loan Type Dollar Amount (000s) Percent of Total Loas (%)

Construction and Land Development 12,020 11
Secured by Farmland 6,624 6
1-4 Family Residential 28,037 25
Multi-Family (5 or more) Residential 5,116 4
Commercial 55,039 49

Total Real Estate Loans 106,836 95
Commercial and Industrial 6,119 5
Agricultural 0 0
Consumer 67 0
Other 0 0
Lease Financing 0 0
Less: Unearned Income 0 0

Total Loans * 113,022 100

Source: Call Report, Schedule RC-C.

As of December 31, 2008, MCB had a Tier 1 leverage capital ratio of 15.68 percent, which
measures the level of the bank’s core capital as a percentage of tetsl d$® bank’s Return
on Average Assets (ROAA) was (1.14 percent) as of December 31, 2008, which sxdasure
institution’s net income as a percent of average assets. MCB’s ROAA comaeweabfy with
its peer group’s ROAA of (2.96 percent). The bank’s Return on Equity (ROEpv2Es
percent), which measures the bank’s net income as a percentage of earnings.

There are no legal or other impediments that would impact the bank’s abilitp tméet the
credit needs of the assessment area.



DESCRIPTION OFASSESSMENT AREA

The bank designated the entire State of Delaware as its assessmemh&éegea includes New
Castle, Kent and Sussex Counties. New Castle County is in Metropolitan Divisigrgab4,
which is part of Metropolitan Statistical Area (MSA) 37980 (Philadelphia-Caridiémington,
PA-NJ-DE-MD) and also part of Consolidated Statistical Area (CSA) 4@igaffelphia-
Camden-Vineland, PA-NJ-DE-MD). Kent County comprises all of MSA 20100 (Dover, DE)
Sussex County is not part of any MSA. The bank’s single branch office is locatedddle—
income census tract in New Castle County. Based on 2000 U.S. Census data, the assessment
area is comprised of 197 census tracts, 10 low- (5 percent), 26 moderate- (h8,pEt6e
middle- (60 percent), and 41 upper-income (21 percent). The assessment a@ata@ls® ane
(1 percent) tract for which limited demographic data is available, ustellesult of limited or
no population.

Population

The population of the bank’s assessment area is 783,600. Of this population, nearly 3 percent
reside in low-income census tracts, 13 percent reside in moderate-inconne tcacis, 63
percent reside in middle-income census tracts, and 21 percent reside imeppeF-census
tracts. The one census tract for which limited demographic data is avadakdéns no
population. The median family and median household incomes of the assessmeast area ar
$58,395 and $49,934, respectively. The area is comprised of 205,775 family households
(household where two or more occupants are related by birth, marriage, or adoptidnghd? w
percent are low-income, 12 percent are moderate-income, 64 percenddleinéome, and 22
percent are upper-income. The total number of households (family/non-faniy) this same
area is 298,755, of which 2 percent are low-income, 13 percent are moderate-intperect
are middle-income, and 21 percent are upper-income. According to the 2000 Ui Cens
(Census) data, 9 percent of the households within the assessment area atiechielderal
poverty level; however, 17 percent of the households residing in the 36 low- and moderate-
income census tracts are below the poverty level.

Table B provides additional details with respect to the housing statistics of this/deé&ional
information relative to housing data can be obtained at the U.S Census Bureautg\atb si
WWW.CEeNsus.gov

Table B — Selected Housing Characteristics by IncoenCategory of the Geography
Geographic Percentage Median
Income Census| House- | Housing | Owner- | Rental | Vacant | Age* Home Gross
Category Tract holds Units Occupied | Units Units Value($) | Rent (#)
Low 5 2 2 1 6 3 51 67,056 447
Moderate 13 13 12 10 21 8 43 90,488 631
Middle 60 64 62 65 59 53 27 114,492 628
Upper 21 21 24 24 14 36 25 203,303 771
N/A 1 0 0 0 0 0 0 0 0
Total/Median 100 100 100 100 100 100 2B 135,102 640

Source: U.S. Census, * - Owner-Occupied Units, Renter-Occupied Units
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Business Data/Economic Data

According to the 2008 Business Data derived from Dun and Bradstreet, there arxenagigly
63,477 non-farm businesses located in the bank’s assessment area. Approximatenééiperc
these businesses reported revenues of $1 million or less, and are thereforeembfsiak|
businesses” for the purposes of CRA. Approximately 66 percent of the businesses in the
assessment area reported having less than 10 employees and approximatelsn8@uger

“single location” businesses. Approximately 80 percent of the non-farm biesreesslocated

in upper- and middle- income census tracts, and only approximately 20 percenttakitoca
low- or moderate-income census tracts.

The economy in Delaware has weakened due to soaring unemployment in all majoiesmdust
However, government, education and healthcare are experiencing companatnelgl losses.
Several of the states top employers are centered in healthcare, which coutdnhieipnize job
and revenue losses. The continued economic downturn is expected to strain government
resources. Some of the positive economic factors for the Delaware econdtayawebusiness
costs, large retiree migration, and ability to draw from a diversified lalmripduding
Pennsylvania, New Jersey and Maryland. Potential weaknesses in therBaearsomy
include a weak public school system, increasing unfunded state debt and an incre@gsed ne
expensive infrastructure enhancements.

Competition and Services

There is a high level of competition for banking services within the bank’s assgssrea and
within the entire State of Delaware. The area is served by large natistitaltions such as
Wachovia, Bank of America, PNC Bank, and Wells Fargo. In addition, the area lgaslevii
of competition for banking services from many large regional/statewidtutimsis such as
Wilmington Trust Company and Delaware National Bank. There are 00dvahking offices in
the bank’s assessment area.

With respect to commercial lending, which is the bank’s principal focus; lookslmarrently

present the greatest competition to MCB. According to the small businesgjlelad that is
reported by “Large” banks, Wilmington Trust Company, PNC Bank NA, PNC BankvBeda
Wachovia, and Artisans Bank are the leading small business lenders (wik-arta-mortar
presence) within the bank’s current assessment area. As discussed finineghis evaluation,
approximately 90 percent of the small business loans reported are from aktbhdars. The

small business loans reported by these lenders also account for a majiwetP6fpercent of

small business loans that are reported in amounts of $100,000 or less. MCB does not originate
business credit cards and, therefore, is not competitive in this particular market



Community Contact

A discussion was held with a representative from a community development organizegited
in New Castle County, Delaware. The organization’s mission is to serveoadutdor
community revitalization through direct financing or investment to optinhieeuse of private
and public funds. The representative stated that the current economic downturrasrgdie
need for affordable housing in Delaware. Waiting lists for affordable housingtsraje
increasing, and the expectation is for those waiting to grow more rapidly mgntteer of
foreclosures rise. The representative also stated that multi-faffatglable housing has been
created through the granting of tax credits by the State of Delawaeene€l for affordable
housing is particularly strong in Sussex County, the states southern and most ruyal theng
are diverse and flexible opportunities for financial institutions to parteipaluding the
development and continued financing of affordable housing and other community developme
projects such as financing the development of charter schools and affordabéeedprograms.
MCB has been an active participant in this organization since its opening.

CONCLUSIONS WITH RESPECT TO PERFORMANCE CRITERIA

Loan-to-Deposit Ratio

The bank’s average NLTD ratio was calculated for the eight quanees tsie bank began

operations in March of 2007. This ratio is calculated using net loans and leeslesion to

total deposits as stated in the bank’s quarterly Uniform Bank PerformancaRg{BiPRs).

For the current evaluation period, MCB'’s average NLTD ratio was 197 peradaramMNLTD

ratio of 102 percent as of December 31, 2008. The bank’s highest NLTD ratio (874)peasent

as of March 31, 2007. This was a result of the bank being in operation for a short period of time
prior to reporting its initial Call Report data. The exclusion of this anomaty the bank’s data
results in a revised NLTD of 100 percent (using the most recent seven lgu@aieReport

data). The bank’s NLTD ratio was consistently high during the evaluation pengthgdrom

a low of 92 percent as of September 30, 2007, to a high of 108 percent as of September 30, 2008
(excluding the bank’s first NLTD data as March 31, 2007).

In comparison to state and national peer group institutions, the bank’s NLTD is more than
reasonable. As of December 31, 2008, the bank’s national peer group NLTD was 93 percent,
compared to MCB'’s ratio of 102 percent. The bank’s national peer group includes all banks
having assets less than $700 million and established in 2007. A similar peeofgoanjs

within the Philadelphia-Camden-Wilmington MSA (37980) consists of severeshgustitutions
with an average NLTD ratio of nearly 97 percent as of December 31, 2008's NLTD ratio

was at the midpoint of all banks within this group.

Lending in Assessment Area

Table C depicts the bank’s residential mortgage (HMDA) and small businedséeduring

2007 and 2008. As the data reflects, a majority of the bank’s lending, by both number and dollar
amount, is within MCB'’s defined assessment area, thus meeting the standaedsfactory
performance within this category.



The bank is primarily a commercial lender. Accordingly no further analysesmfential
mortgage lending will be provided in this evaluation. For purposes of this evaluation, small
business loans are defined as all commercial purpose loans originated by the baakauat
less than or equal to $1 million.

Table C — Distribution of Loans Inside and Outsideof the Assessment Area

Loan Category Number of Loans Dollars in Loans (000s)
or Type
Inside Outside Total Inside Outside Total
# % # % # $ % $ % $

Small Business

2007 78 65 42 35 120 20,509 62 12,770 38 33,279

2008 94 74 33 26 127 25,205 75 8,281 25 33,486
Subtotal 172 70 75 30 247 45,714 68 21,051 32 66,76!
HMDA

2007 | N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A

2008 30 70 13 30 43 10,419 60 7,008 40 17,427
Subtotal 30 70 13 30 43 10,419 60 7,008 40 17,4271
Total 202 70 88 30 290 56,133 67 28,059 33 84,192

Source: CRA data collection (2007 and 2008) aiiDA LAR (2008)

A further analysis of the data irable C reveals that from 2007 to 2008, MCB'’s total small
business loan originations increased 6 percent by the number of loans and 1 yetfeedbbar
volume of loans, respectively. In addition, small business loan originations within the
assessment area increased 21 percent by the number of loans and 23 percentlay vbiidod
of loans from 2007 to 2008.

Borrower Profile

This performance criterion considers the distribution of small business iotreshank’s
assessment area based on the revenues of the businesses. As previously notelbaHiMDA
originations are not included in this analysis. The distribution of the bank’s lsmsatless loans
reflects reasonable penetration among businesses of different sreesthgi demographics of
the assessment area.

An analysis of MCB'’s small business lending demonstrates the bank’s willinggneset the
credit needs of businesses of all sizes. As showialhe D, 60 percent of the bank’s small
business loans were originated in amounts less than or equal to $250,000.



Table D - Distribution of Small Business Loans by ban Size
Loan Size 2007 2008 Total
(000s)

# % # % # %

<$100 20 25 30 32 50 29
> $100 27 35 26 28 53 31
< $250
> $250 31 40 38 40 69 40
<$1,000
Total 78 100 94 100 172 100

Source: CRA data collection (2007 and 2008)

Although the bank’s performance is substantially less than the 98 percent of loarestentigy

all reporting lenders in aggregate that reported loans in 2007, it is eutigathe fact that
approximately 90 percent of the small business loans that are reported in thisrarea
originated by credit card lenders, such as American Express, Citibank, sselEdrk. More
than half of the top fifteen originators of small business loans in the State ofdbelariginated
loans with an average loans size of less than $10,000, thus a clearer indication tluatrsuatel
business credit cards as opposed to the more traditional small business loan. Althbagh the
did not report 2007 small business lending data, it would have ranked 23rd with a market share
of 0.23 percent among 117 reporting small business lenders in its assessmehtremeg.small
business lenders with a physical presence (brick-and-mortar) inedaeMCB would have been
among the top ten originators of small business loans.

The bank’s small business lending in amounts less than or equal to $250,000, represents 60
percent in both 2007 and 2008. However, MCB improved its lending in amounts less than or
equal to $100,000 from 25 percent in 2007 to 32 percent in 2008. This is another indication of
the bank’s commitment to small and medium-sized businesses.

A further reflection of the bank’s performance is showmable E, as a majority of the bank’s
lending to businesses with gross annual revenues (GARS) of less than do&fuatillion.
Aggregate data was used only for informational purposes. The aggregate tatditiuat

depicts a majority of small business loans originated to businesses with rewveex@sss of $1
million or N/A would in most cases suggest that the reporters of these loans did notlubtai
revenues of the borrowers. This would be another example of small business loangingpre fit
the classification of business credit cards. In view of all relevant data,rtkis parformance in
this aspect of the evaluation reflects reasonable penetration among lassofetifferent sizes.



Table E - Distribution of Small Business Loans by @R of Business
Gross Annual 2007 2008 Total
Revenues
(000s) # % # % # %
< $1,000 61 78 57 61 118 69
> $1,000 17 22 37 39 54 31
or NA
Total 78 100 94 100 172 100

Source: CRA data collection (2007 and 2008)

Geographic Distribution

This performance criterion considers the geographic distribution of the bankiad activities

based on loan location, the dispersion of lending in the bank’s assessment area and the number
and dollar amount of loans in low-, moderate-, middle- and upper-income geographies. In view
of the bank’s performance context and the principal lending products offered, thepigog
distribution of lending is reasonable and meets the standards for satisfactonpaece.

As reflected inTable F, MCB originated 8 and 13 percent of its small business loans during the
review period within low-and moderate-income tracts, respectively. The haark&mance in
low-income tracts increased from 6 percent in 2007 to 8 percent in 2008; however, the bank’s
performance in moderate-income tracts decreased from 18 percent in 2007 to 8 p&@edi |
Demographic data reveals that 5 and 13 percent of the tracts within the bankinastassa

are defined as low- and moderate-income tracts, respectively, and appebx20gbercent of

all non-farm businesses are located within low- and moderate-inconsewitah the bank’s
assessment area. Furthermore, the bank’s lending in low- and moderate iaotsria 2007
compares favorably with that of aggregate data, which was used for informatiopases only.

In 2007, 6 percent of the bank’s loans were originated in low-income tracts, reprgderde

that of the 3 percent of loans reported by all lenders in aggregate within the dssdssment

area. The bank’s lending in moderate-income tracts in 2007 of 18 percent exceeded the 10
percent of small business loans reported by all lenders in aggregate withinkiseasaessment
area.
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Table F — Distribution of Small Business Loans

by Income Category of the Census Tract

Census Tract 2007 2008 Total
Income Level

# % # % # %
Low 5 6 8 8 13 8
Moderate 14 18 8 8 22 13
Middle 42 54 50 53 92 53
Upper 16 21 28 30 44 26
$O0/NA Income 1 1 0 0 1 0
Total 78 100 94 100 172 100

Source: CRA data collection (2007 and 2008)

Lending with a Community Development Purpose

CRA defines a community development loan as a loan that: (1) has community dearglagm
its primary purpose, (2) has not already been considered under small businegemtiaks
mortgage lending, and (3) benefits the bank’s assessment area or a beted&tesor regional
area that includes the bank’s assessment area.

Although the bank has not originated any loans during the evaluation period that meet the
definition detailed above, several of the small business loans originated Byh&d@

community development attributes. These loans were included in the evaluataallof s
business lending. MCB is an active participant in a statewide loan consortiusdtincipal
originator of community development lending in Delaware. MCB has made a aoemhiio
provide approximately $250,000 in loans to various borrowers as part of this organization’s
mission. In this connection, some of these loans have been granted and they arimthele
bank’s small business lending performance.

FAIR LENDING OR OTHER ILLEGAL CREDIT PRACTICES REVIEW

No evidence of discriminatory or other illegal credit practices instersi with helping to meet
community credit needs was identified.
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