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This evaluation is not, nor should it be construed as, an

assessnent of the financial condition of this institution. The
rating assigned to this institution does not represent an
analysis, conclusion or opinion of the federal financial

supervi sory agency concerning the safety and soundness of this
financial institution.
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CRA PERFORVMANCE ASSESSMENT
GENERAL | NFORMATI ON

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

This document is an evaluation of the Community Reinvestment Act (CRA) performance
of Silsbee State Bank, Silsbee, Texas, prepared by Federal Reserve Bank of
Dallas, Dallas, Texas, the institution's supervisory agency, as of April 21, 1997. The
agency rates the CRA performance of an institution consistent with the provisions set
forth in Appendix A to 12 CFR Part 228.

| NSTI TUTION' S CRA RATING This institution is rated Satisfactory.

Silsbhee State Bank's (SSB) average net |oan to deposit (LTD) ratio
since the last assessnent of 52.32% is considered excellent when
conpared to the average LTD ratio of 27.53% for simlarly situated
institutions over the sanme tine period. |In addition, approximately
83% of the loans reviewed were located within SSB's assessnent
area. The bank has a proactive CRA program whi ch enconpasses all
enpl oyees and integrates wth all areas of operations. SSB
received a satisfactory rating at its previous assessnent as of
August 28, 1995.

DESCRI PTI ON OF | NSTI TUTI ON

SSB is a wholly owned subsidiary of Silsbee Financial Corporation
Si | sbee, Texas. The bank has four |ocations which provide ful
servi ce banki ng and conveni ent hours of operation. The main office
and branches are |ocated at:

100 East Avenue G Sil sbee, Texas

130 Sout h Mai n, Lunberton, Texas

112 West H ghway 105, Sour Lake, Texas
Mai n and Conmerce, Buna, Texas

Trust services are offered at the nmain office in Silsbee. The
branch in Buna was opened in August 1996, when SSB purchased the
deposits and sel ected assets of another financial institution.
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As of Decenber 31, 1996, the bank reported total assets of $140
mllion and a LTD ratio of 49.02% The bank's primary | ending
enphasis is consuner credit. Consunmer |oans totaled $36.2 mllion
or 53.91% of the loan portfolio. SSB al so has a |arge consuner
real estate departnent. Residential real estate loans totaled
$11.1 mllion or 16.52% of the portfolio. In addition, for 1996
t he bank processed 127 residential real estate loans totalling $10
mllion dollars for secondary market investors. As these |oans are
funded by the investor, rather than the bank, they are not
reflected in the bank's |oan portfolio.

The bank's ability to neet various community credit needs has not
been hanpered by its capacity to lend, the capacity of other
simlarly-situated institutions to lend in the assessnent area,
denogr aphi ¢ and econom c factors present in the assessnent area, or
the [ ending opportunities available in the institution' s assessnent
ar ea.

DESCRI PTI ON OF HARDI N AND JASPER COUNTI ES

The bank's assessnent area is Hardin County and the southern two
bl ock nunbering areas (BNA) of Jasper County. Hardin County is
part of the Beaunont-Port Arthur Metropolitan Statistical Area
(MBA). Silsbee is located in an area of Southeast Texas known as
the Big Thicket National Preserve. Situated approximately 15 mles
nort heast of Beaunont, Texas, Silsbee is the largest city in Hardin
County. Primary industries include forest wood and paper products,
oil and gas, and railroad. In keeping with the major industries

the primary enployers are Tenpl e-1nland Forest Products Corporation
and Kirby Forest Industries. The unenploynent rate is 9.5%

The 1990 United States Census (Census) estimates the tota
popul ati on of the assessnent area at 50, 350. The nedian famly
incone (MFl) based on the 1990 census was $28,708. This conpares
unfavorable to the MFl for the state of Texas of $31,553. There
are 14,382 famlies living in the assessnent area. Approxinmately
21% of these famlies are considered | ow income and another 19% are
noder ate i ncome. In addition, 7% of the households inside the
assessnent area are receiving public assistance. The Departnent of
Housi ng and Urban Devel opnent (HUD) updates MFI on an annual - basis
and reports a 1996 MFl for the Beaunont-Port Arthur MSA of $37, 300.

For the purposes of this report, borrower incone information was
anal yzed using the adjusted 1996 M-I figure.

Comunity contacts interviewed during the examnation indicated
that the population was growing rapidly as people nove from

Beaunont . One stated that the city of Lunberton was one of the
fastest growing cities in Texas and it is rapidly becomng a
bedroom community for the Beaunont area. The contacts further

stated that Hardin County was trying to anticipate growmh and that
there are several active econom c devel opnent corporations |ocated
in the county.
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According to the 1990 census, there are 20,097 housing units in the
assessnment area. The housing stock is 72.5% owner-occupi ed, 16.6%
rental and 10. 9% vacant. Mobi | e honmes conprise approxi mately 27%
of these units. The nedi an val ue of the housing stock for noderate
and mddle income census tracts is $28,103 and $48, 543,
respectively. The nedian age of these houses is 36 and 21 years,
respectively. The median rent for the assessnent area is $352 per

nont h. The comunity contacts indicated that because of the
popul ation growh, there is |imted housing available in the
assessnent area. Reportedly, there is a need for affordable

housi ng and hone buyer assistance prograns, conventional nortgages
and hone i nprovenent | oans.

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A:
LCAN TO DEPCSI T RATI O

The bank's quarterly average LTD ratio is excellent in light of its
performance context, which includes the bank's capacity to |end,
the capacity of other simlarly-situated institutions to |end,
exi sting denographic and economc factors, and the |ending
opportunities available in the bank's assessnent area.

As of Decenber 31, 1996, net |oans represented 49.02% of total
deposits, down from 54.43% as of Decenber 1995. Deposits grew
during 1996 by $15 mllion or 13.5% During the sane period, net
loans grew by only $1.3 mllion or 2.2% Presi dent Randy Stuart
attributes the rapid deposit growh to the acquisition of the Buna
branch which included the purchase of a |large volune of deposits.
Reportedly, the selling bank retained a substantial majority of the
| oans associated with that branch and SSB is having to rebuild the
Buna | oan portfolio.

To Dbetter understand SSB's lending in conjunction wth
opportunities and demand in its assessnent area, the bank's average
LTD ratio was conpared to that of simlarly-situated financial
institutions located in or near the assessnent area. The bank's
quarterly average LTD ratio since the previous examnation was
52.32% This ratio was conpared wth the average ratios for the
sanme tine period of two other financial institutions who were
considered simlar based on assets size, loan portfolio mx and
ot her factors. The LTD ratios for these banks were 24.08% and
30.97% for an average of 27.5% Overall, the bank's quarterly
average LTD ratio exceeds the standards for satisfactory
performance in this area.

LENDI NG | N ASSESSMVENT AREA

SSB net the standards for satisfactory performance in this area as
a mgjority of the loans sanpled were |ocated inside the assessnent
ar ea. The sanple consisted of 139 personal secured |oans nade
bet ween August 1, 1996, and January 31, 1997. In addition, the
anal ysis included all 47 hone inprovenent |oans reported on the
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bank's 1996 Hone Mortgage D sclosure Act (HVDA) Loan Application
Regi ster (LAR). Because the two BNA's | ocated in Jasper County are
not part of an MSA, the location of any loans situated in this

county are not reported on the LAR As a result, the hone
i nprovenent |oan analysis is limted solely to the |oans |ocated
within Hardin County. Al other hone inprovenent |oans were

considered, for analysis purposes only, to be outside the
assessnent area.

Overall, 81% on a nunber basis and 78% on a dollar basis of the
sanpl ed | oans were |ocated inside the assessnent area. A summary
analysis by each specific loan product is summarized on the
foll owi ng table:

l,endi ng I nside the Assessnent Area
Nunber of Per cent of Dol | ar of Per cent of
Loan Type Loan Type Loan Type Loan Type
(000)
Per sonal (139) 112 81 649 73
Hone 42 89 464 87
| mpr ovenent
(47)
Total (186) 154 83 1,113 78

LENDI NG TO BORRONERS OF DI FFERENT | NCOMES AND TO BUSI NESSES OF
Dl FFERENT Sl ZES

The bank's distribution of loans in its assessnment area by borrower
incone was considered reasonable and net the standards for
satisfactory performance. Analysis of incone |evels was perforned
using the HUD adj usted 1996 MFlI for the Beaunont-Port Arthur MSA of
$37,300. The follow ng chart details the various income categories
used in the analysis.

MBA MDD AN FAM LY | NCOVE
$37, 300
| NCOVE CATEGORY | NCOVE RANGE AS A UPPER LIM T OF RaNGE
PERCENT OF MEDI AN
LOW | NCOVE 0 - 50 $18, 650
MDODERATE- | NCOVE 50 - 80 29, 840
M DDLE- | NCOVE 80 - 120 44, 760
UPPER- | NCOMVE over 120 over 44,760
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The bank has nade efforts to neet the credit needs of individuals
t hroughout the incone strata. Approxi mately 28% of the persona
| oans and 26% of the hone inprovenent |oans sanpled were to | ow or
noderate incone individuals as detailed on the follow ng table.

Loan Sanpl e by Incore Level
Per sonal Loans Honme | npr ovenent
Loan
| NCOVE NUMBER OF | PERCENT OF | NUMBER OF | PERCENT OF
CATEGORY LaaNs BY TOTAL Laoans BY TorAL
| NCOVE OF Loans | NCOVE OF LoaNs
APPLI CANT APPLI| CANT
Low | NCOVE 12 11 7 17
MOD- | NCOVE 19 17 4 9
M D- | NCOMVE 42 37 15 36
UPP- | NCOMVE 39 35 16 38
TorAaL 112 100 42 100

The bank's lending to | ow and noderate income borrowers nay appear
l[imted when conpared to the 40% of famlies living in the
assessnent area that are considered | ow or noderate incone. This is
mtigated by the SSB's participation in various Affordable Housing
and First Time Hone Buyer [|oan prograns. The bank takes and
processes the application; however, an investor actually nmakes the
credit decision and funds the loans. As a result, these |oans do
not appear on the bank's HVDA LAR Sone of the housing progranms in
whi ch the bank partici pates include:

RHS- Guar ant eed Rural Housi ng Program

FHA Guar ant eed Rural Housi ng Loan Program
3% comuni ty Homebuyer's Program

Har di n- Orange County Bond Program

During 1996, the bank processed 10 applications totaling $582
t housand under these prograns. In addition, approximately 8% of
the households in the assessnent area are receiving public
assistance and sone may not be likely loan custoners for the
product types revi ewed.
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GECGRAPHI C DI STRI BUTI ON OF LOANS

The bank's assessment area consists of ten census tracts and two
BNA's. Two of the census tracts are consi dered noderate i ncone and
t he remai ni ng geographi es are m ddl e i ncone.

Overall, SSB s geographical l|ending distribution was considered
reasonabl e and net the standards for satisfactory perfornmance.
The following table details the bank's lending distribution by

geogr aphy:

Loan Sanpl e by Geography

Per sonal Honme | nprovenent
| ncome Loans in Per cent Loans in Per cent
Cat egory CT Inconme | of Total | CT Inconme | of Total
Cat egory Loans Cat egory | Loans by
by Loan Loan
Type Type
LOwW | NCOVE 0 0 0 0
MOD- | NCOVE 6 5 6 14
M D- | NCOVE 106 95 36 86
UPP- | NCOVE 0 0 0 0
ToTAL 112 100 42 100

This table indicates that approximtely 5% of the personal |oans
and 14% of the consuner |oans were |ocated in noderate incone
census tracts. Wen conbined, 8% of all |oans sanpled were | ocated
in noderate inconme tracts. This closely approxi mates the 12% of
t he assessnent area's popul ation which lives in these tracts.

RESPONSE TO COVPLAI NTS

There have been no conplaints relating to CRA perfornance since the
previ ous exam nati on.

COVPLI ANCE W TH ANTI DI SCRI M NATI ON LAWS (ECOA, FHA, OR HVDA)
Violations of antidiscrimnation |aws were noted at the concurrent
Consuner Conpliance exam nation. However, they appeared to be the

result of inadvertent clerical error or oversight rather than
indicative of a systemc problemin SSB s | endi ng program
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