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Overall CRA Rating

Institution’s CRA Rating: This institution is rated Outstanding

The following table indicates the performance level of Wells Fargo Bank, National Association
(WFBNA) with respect to the Lending, Investment, and Service Tests:

WFBNA
Performance Tests
Performance Levels Lending Test* Investment Test Service Test
Outstanding X
High Satisfactory X X

Low Satisfactory

Needs to Improve

Substantial Noncompliance

* The Lending Test is weighted more heavily than the Investment and Service Tests when arriving
at an overall rating.

The major factors that support this rating include:

Lending Test

e WFBNA’s lending levels reflect excellent responsiveness to the credit needs in the majority of
assessment areas (AASs). In a majority of AAs, WFBNA'’s lending market share, as measured by
its ranking or percentage, exceeds its ranking or percentage market share of deposits.

e WFBNA'’s geographic distribution and distribution by income of the borrower or revenue of the
farm or business is good.

e The institution is a leader in making community development (CD) loans. WFBNA’s volume
and nature of CD lending has a significantly positive influence on the Lending Test performance.
CD lending has a significantly positive influence on 23 of the 52 rating areas and a positive
influence on 15 of the 52 rating areas.

e The institution makes significant use of innovative and/or flexible loan products to meet the
AA’s credit needs.

Investment Test

e WFBNA'’s performance, as measured primarily by volume of investments, is overall good. In 22
out of 52 of WFBNA’s rating areas, the bank is a leader in providing CD Investments. In most
rating areas, CD investments are good or adequate.
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Service Test

e Retail delivery systems are accessible in a majority of the rating areas.

e In a majority of the rating areas, WFBNA provides banking services through a number of
alternative delivery systems (ADS), including full-service ATMs, telephone, online banking,
mobile banking, and a mobile payment platform.

e WFBNA'’s opening and closing of branches have not affected the accessibility of its delivery
systems, particularly in low- and moderate-income (LMI) geographies and to LMI individuals.

e Overall, hours do not vary in a way that inconveniences portions of the AAs, particularly LMI
geographies. Branch hours are reasonably consistent across the AAs and any differences were
reasonably explained.

e In 13 of 52 rating areas including some of the largest rating areas, the bank is a leader in
providing CD services. In most other rating areas, CD services are good or adequate.
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Description of Institution

WEFBNA is an interstate financial institution headquartered in Sioux Falls, South Dakota. WFBNA
conducts business within 35 states and 17 Multistate Metropolitan Statistical Areas (MMSA) including
88 full-scope (FS) AAs and 128 limited-scope (LS) AAs. WFBNA is a wholly-owned subsidiary of
Wells Fargo & Company (WFC) headquartered in San Francisco, California. WFC is a diversified
financial services company providing banking, insurance, investments, mortgage loans, and consumer
finance largely through WFBNA. Based on asset size, WFC is the third largest bank holding company
in the United States.

As of December 31, 2018, WFBNA has total assets of $1.7 trillion, deposits of $1.5 trillion, and tier 1
capital base of $143 billion. Included in the deposits are approximately $59.6 billion held in foreign
offices. WFBNA'’s net loans and leases were $914 billion, representing 54.6 percent of total assets.
Approximately 50 percent of the bank’s domestic loan portfolio is comprised of real estate loans, which
are predominately loans secured by 1-4 family residential properties. Commercial and industrial loans
comprise 21 percent of the domestic loan portfolio, loans to individuals for household, family, and
personal purposes comprise 12 percent of the domestic loan portfolio, and miscellaneous other loans and
leases comprise the remaining 18 percent. At the request of WFBNA and in accordance with provisions
of the CRA, this evaluation considers affiliate activities. Refer to Appendix A for a complete list of
subsidiaries, affiliates, and products considered.

WFBNA is a full-service bank with over 5,600 branches and over 13,500 ATMs. WFBNA is the largest
mortgage lender and servicer in the U.S. The bank offers a broad spectrum of financial products and
services to consumers and businesses centered in retail and business banking, mortgage banking, trust
services, and investment management. The bank’s business strategy focuses on retail and wholesale
banking with an emphasis on mortgage, small business, and CD lending. The bank, through its Wells
Fargo Home Mortgage division, provides mortgage services to all 50 states through more than 718
mortgage stores, the WFBNA branch network, and the Internet.

There are no known legal, financial or other factors impeding the bank’s ability to help meet the credit
needs in its AAs.

WFBNA was rated “Needs to Improve” at the previous CRA evaluation dated September 30, 2012. In
the 2012 Performance Evaluation (PE), the bank’s overall performance under the Lending and
Investment tests was rated Outstanding and under the Service test was rated High Satisfactory; however,
the overall rating was lowered two rating levels from “Outstanding” to “Needs to Improve” due to
numerous evidence of discriminatory or other illegal credit practices (DOICPs). The following DOICPs
were considered and factored in the rating set out in the 2012 CRA PE:

e Fair Housing Act (FHA) and Equal Credit Opportunity Act (ECOA) violations regarding
subprime mortgage loans.

e Unfair or Deceptive Acts and Practices (UDAP) violations regarding subprime loans.

e Unfair, Deceptive, or Abusive Acts and Practices (UDAAP) violations regarding Sales Practices.

e The Servicemembers Civil Relief Act (SCRA) violations for non-judicial foreclosures affecting
service members.

e SCRA violations regarding motor vehicle loans.

e UDAP violations regarding debt cancellation products.

e UDAP violations regarding private student loans.

6



Charter Number: 1

e Real Estate Settlement Procedures Act violations involving home mortgage transactions.
e FHA violations regarding home mortgage loans.
e FHA violations regarding real estate owned properties.

The above DOICPs which we considered in the 2012 CRA PE were not again considered in the current
PE since no additional violations were discovered since the prior evaluation. Further actions taken or
penalties issued by other regulatory enforcement entities since the issuance of the prior PE that were
premised on conduct addressed in the above DOICP, but brought against a party other than the bank or
citing violations other than a DOICP, were not considered in the current PE. Recent actions taken by the
Department of Justice and Security Exchange Commission are premised on legal violations that are not
typically included within the scope of DOICPs for purposes of CRA. Similarly, the OCC’s recent action
regarding the institution affiliated parties would not be included within the scope as it involved
violations by individuals and not conduct by the bank. Refer to the 2012 CRA PE for additional details
on the DOICP listed. Refer to the Discriminatory or Other Illegal Credit Practices Review section of
this PE for details on other DOICPs considered during this CRA evaluation.
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Scope of the Evaluation

Evaluation Period/Products Evaluated

The bank’s CRA performance was evaluated using Large Institution CRA Examination Procedures. The
evaluation considers home mortgage loan products reported under the Home Mortgage Disclosure Act
(HMDA), small loans to businesses and small loans to farms, retail services, and qualified CD lending,
investments, and services. Consumer loans do not represent a majority of the bank’s CRA loan activity;
therefore, this lending provided no material support for conclusions or ratings and is not presented.
Loans reported pursuant to the HMDA and CRA data collection requirements for 2012-2018 were
included in the review. The review included both loan originations and purchases. The evaluation
period for the Lending Test is January 1, 2012 through December 31, 2018. The evaluation period for
CD loans, investments, and services is January 1, 2013 through December 31, 2018. Please refer to
Appendix A for information on the subsidiaries, affiliates, and products reviewed during this evaluation.

The evaluation period covers changes in demographics between the 2010 U.S. Census data and the 2015
American Community Survey (ACS) and requires data to be organized and analyzed based on the
applicable census period. For the lending test, the bank’s lending activity related to calendar years
2012-2016 was compared to the 2010 U.S. Census demographic data. The bank’s lending activity for
2017-2018 was compared to the 2015 ACS. Refer to Appendix D for information regarding
performance data for both evaluation periods: 2012-2016 and 2017-2018.

This evaluation relied on records provided by the bank, public loan and financial information,
demographic data from the U.S. Census Bureau, Dun & Bradstreet (D&B), community contacts, and
loan information reported under the HMDA and CRA. The scope of the evaluation is summarized in
Appendix A, Summary of MMSA and State ratings is summarized in Appendix B, definitions and
common abbreviations utilized in this evaluation are further defined in Appendix C, and Tables of
Performance data are in Appendix D.

Data Integrity

Prior to the start of this evaluation, a statistical sample of HMDA and CRA loan files was selected and
tested to determine the accuracy of the data. In addition, a sample of CD loans, investments, grants, and
services were reviewed to ensure they met the regulatory definition for CD. OCC concluded that the
HMDA and CRA loan data submitted by management could be relied upon for this evaluation. The
bank strengthened its overall process for CD activities and a follow-up review concluded that CD loans,
investments, grants, and services are reliable for this evaluation.

Selection of Areas for FS Review

WFBNA has defined 216 AAs within 35 states and 17 MMSAs. Each MMSA where the bank has
offices received a FS review. In each state where the bank has an office, one or more AAs within that
state was selected for a FS review. The FS AAs in each state represent a substantial majority of each
state’s lending and deposit activity. For purposes of this evaluation, bank delineated AAs located within
the same metropolitan statistical area (MSA), MMSA, or combined statistical area (CSA) are combined
and evaluated as a single AA. Similarly, bank delineated non-MSA AAs within the same state are
combined and evaluated as a single area. These combined AAs may be evaluated as FS or LS.
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Significant differences across portions of the combined non-MSA AAs, such as in demographics,
economic conditions, competition, other performance context factors, or gaps in lending or CD
activities, are described in the PE and considered when evaluating performance in the combined non-
MSA area, if FS procedures are used. Similarly, narrative comments address performance at the MSA
or MMSA level, even if the bank has defined two or more metropolitan divisions (MD) within the same
MSA, or two or more MSAs within the same MMSA as separate AAs. Examiners may also present
combined comments related to MSAs within a CSA. Refer to the “Scope” section under each State
Rating section for details regarding how FS AAs were selected. Refer to appendix A, Scope of
Examination, for a list of FS and LS AAs.

Ratings

The bank’s overall rating is a blend of the state and MMSA ratings. State ratings are generally based on
conclusions of the AA(S) in the state reviewed using FS evaluation procedures; however, LS AA ratings
were also considered. For some of the states including Alaska, Florida, Idaho, Indiana, Minnesota,
Montana, North Carolina, Ohio, South Carolina, Virginia, Wisconsin, and Wyoming, conclusions of LS
AA:s affected the rating either negatively or positively and are highlighted in the Conclusions for Areas
Receiving LS Reviews section of each respective rated areas.

The State of California is the largest market in terms of lending at 21.8 percent, deposits at 20.3 percent,
and branch distribution at 18.3 percent and accounts for the largest weight in the overall conclusions.
Additionally, 12 other rated areas when combined with California represent the bank’s most significant
markets in terms of lending, deposits, and branch distribution. In order of significance, these rated areas
are: Texas, Florida, New York MMSA, Washington MMSA, Georgia, Arizona, Philadelphia MMSA,
Colorado, North Carolina, Minneapolis MMSA, Washington, and Virginia. These combined rated areas
account for 76.3 percent of the bank’s HMDA and CRA reportable loans during the evaluation period,
57.3 percent of the total allocated deposits, and 76.6 percent of the branch network.

The PE is presented in alphabetical order first by MMSA rated areas then by each state. MMSA and
state ratings are based on performance in all applicable FS and LS bank AAs. Refer to the “Scope”
section under each State and MMSA Rating section for details regarding how the areas were weighted in
arriving at the respective ratings.

Description of Factors Considered Under Each Performance Test

Lending Test

Due to the changes in census data during the evaluation period, the bank’s Lending Test performance
was evaluated separately for 2012-2016 and 2017-2018. When arriving at overall conclusions, more
weight was placed on the bank’s lending performance in 2012-2016 than its performance in 2017-2018,
as this was the time period of greatest significance to evaluate conclusions. The bank’s lending in all
AAs was evaluated. For the various loan products considered under the Lending Test, generally home
mortgage loans received greater weighting than small loans to businesses in developing conclusions due
to a higher volume of HMDA loans during the evaluation period. All home mortgage products (home
purchase, home improvement, and home refinance) were reviewed with conclusions based on the
aggregate of all home mortgage loans and consideration of performance context that is discussed in each
applicable rating area section within the Lending Test. Small farm lending is not a primary product in
any of the bank’s AAs and the volume of small farm lending was minimal for most of the rated areas
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which precludes any meaningful analysis and conclusions. Small farm lending was reviewed and
analyzed for all rated areas; however, only four rated areas (Fargo MMSA, Illinois, North Dakota, and
South Dakota) had sufficient volume that contributed to those respective state’s overall ratings. In these
markets, small farm lending accounts for approximately 10 to 15 percent of the overall lending and is
presented in the analysis. Please refer to the Lending Test in these following rated areas concerning
small loans to farms.

In rating areas where there was a significant difference in weighting, it is noted under the Scope of the
Evaluation section. The loan distribution analyses compared HMDA loans and loans to small
businesses and small farms to demographic and aggregate data under the applicable lending test
components. Aggregate data illustrates how the bank is performing relative to other lenders in the AA
and provides context as to the reasonableness of the bank’s performance. All peer aggregate lending
data used in the analysis is from 2012-2017. Aggregate lending data for 2018 was not available.

Throughout all rating areas, as data was available, equal emphasis was given to the geographic and
borrower distribution components of the Lending Test. The analysis of the distribution of loans to
geographies with different income levels was given greater consideration to the bank’s performance in
moderate-income geographies when there were a limited number of owner-occupied housing units or
businesses in the low-income geographies. For borrower distribution, consideration was given to the
impact that income and poverty levels, housing costs, and saving for a down payment have on limiting
homeownership opportunities of LMI individuals and families. Additionally, consideration was given to
the impact of home affordability on LMI borrowers in higher cost areas when comparing the distribution
of WFBNA mortgage loans to the demographics. In these higher cost markets, it is difficult for many
LMI borrowers to afford a home as the area’s median housing value is typically too high for
conventional mortgage loan qualification. As such, more emphasis was placed on the bank’s lending
results to LMI borrowers relative to the aggregate’s performance rather than demographic data.

For AAs comprised of contiguous MSAs that are part of a CSA, the analysis of the bank’s performance
was conducted at the MSA level. If there were no anomalies at the MSA level, the bank’s performance
is presented for AAs at the CSA level. For each FS review, economic information is separately detailed
for each MSA area within a CSA AA. For the Lending Test, the analysis included both the number and
dollar volume of CRA lending. The analysis of lending emphasized the number of loans rather than
dollar volume because it is a better indicator of the number of businesses, individuals, and farms served.
Lending performance by dollar volume is noted when there are anomalies.

The analysis considered the number and dollar volume of CD loans with emphasis placed on those loans
that were particularly innovative, complex, or responsive to the needs of the AA. CD lending in an AA
influenced the Lending Test rating either positively, neutrally, or negatively, to the extent of
opportunity, responsiveness, and performance context. In situations where the bank’s CD lending
positively influenced the rating, it is described in the conclusions for the rating area. The dollar amount
of CD loans was compared to the tier 1 capital allocated to the AAs to gain a common perspective
regarding the volume of CD lending activity. Tier 1 capital was allocated to the rating areas and AAs
based on the percentage of bank deposits in the AAs.

Investment Test

The analysis considered the volume of qualified investments made during the current evaluation period
and qualified investments that were made prior to the current evaluation period and, for which, are still
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outstanding with emphasis placed on those investments that were particularly innovative, complex, or
responsive to the needs of the AA. The amount of consideration given to the current and prior period
investments is based on the responsiveness of the investments to the needs in the AAs.

The analysis compared the dollar amount of qualified investments made in the current evaluation
period and prior evaluation periods to the tier 1 capital allocated to the AAs to gain a common
perspective regarding the volume of investment activity. Tier 1 capital was allocated to the rating areas
and AAs based on the percentage of bank deposits in each AA.

Service Test

Primary consideration was given to the bank’s performance in delivering retail products and services to
geographies and individuals of different income levels through the bank’s distribution of branches. The
analysis focused on branches located in LMI geographies but also considered branches identified by
WFBNA as being within close proximity to LMI geographies that are reasonably likely to serve the LMI
area based on circumstances such as the location of other services used by residents of the LMI area or
transportation patterns. Through sampling, OCC verified and confirmed that these branches held
deposit accounts of, and mortgage loans to individuals in adjacent LMI geographies. OCC also verified
that there are no barriers or other impediments that would prevent a resident of the LMI geography from
obtaining full use of the bordering branch’s banking services. The analysis also evaluated the range of
services and products offered by all of the bank’s branches. Services and products offered at all
branches are consistent throughout the branch network. The analysis specifically focused on any
differences in branch hours and services in LMI geographies compared to those branches in close
proximity to LMI geographies. OCC did not note any material differences in any AA. As such,
branches within close proximity to LMI geographies and branches within LMI geographies were given
equal consideration in the evaluation.

Where the bank opened or closed branches within an AA, the overall impact of the change was
evaluated based on the census data that was in effect as of the date of the change. If no branches were
opened or closed in an AA, the analysis did not include this performance element.

WFBNA offers traditional banking products including mortgage, consumer, small business, and small
farm loans at all branch locations within the AAs. In 2016, the Wells Fargo EasyPay Pre-Paid Debit
Card, a reloadable prepaid card that can be used to make purchases, withdraw cash, and pay bills
became available in all markets. In addition, the bank provides banking services through a number of
ADS, including full-service ATMs, telephone, online banking, mobile banking, and Zelle, an online and
mobile payment platform. Zelle is also compatible with other 3 party mobile payment platform
applications such as Venmo and PushPay. These services are offered to all bank customers, are
available throughout all of the bank’s markets, and give customers flexibility in choosing services that
fit their needs. Online and mobile banking has become an effective delivery method allowing customers
to access their accounts anytime from any location with the right equipment. All ADS are available to
customers 24 hours a day and enhance the overall accessibility of services.

The bank’s record of providing CD services was evaluated in AAs that received FS reviews. The
primary consideration of the analysis of CD services was the responsiveness to the needs of the
community.
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Community Contacts

The evaluation also reviewed and considered community contacts made during the evaluation period
with community groups, local government representatives, realtors, and business leaders within the
various AAs as well as community needs assessments conducted by the bank. Community contacts are
utilized to ascertain the AA’s credit needs, demographics, and economic conditions. During the course
of the evaluation, community contacts are referenced in each AA that received a FS review.

The review of community contacts indicates that urban and rural areas continue to have various
affordable housing, CD, and economic development needs that are not being met. Most of the contacts
noted that the economy in their area has stabilized and/or is improving. Although unemployment rates
in most areas have declined, they still remain fairly high in some of the AAs. Affordable housing was
consistently noted by numerous community contacts as a credit need throughout the AAs. Community
contacts involved with economic development indicated that flexible financing options for small
businesses are important to creating additional job growth in communities. Small businesses were
identified as a major factor in expanding employment opportunities in both urban and rural areas. Many
contacts noted that small businesses have faced limited access to credit in recent years due to tightened
lending standards. A number of contacts noted that demand for micro small business loans is very
strong, but these loans are not generally available from banks. In addition, contacts identified needs for
micro small business loans, small dollar consumer loans, affordable mortgage loans, and more flexible
lending standards for small businesses.

Other Information

Assessment Areas — All AAs consisted of whole geographies and met the requirements of the regulation.
The areas reasonably reflected the different trade areas that the bank’s branches could service and did
not arbitrarily exclude any LMI areas.

Lending Gap Analysis — OCC reviewed summary reports and maps, and analyzed home mortgage,
small business, and small farm lending activity over the evaluation period to identify any gaps in the
geographic distribution of loans in all FS AAs. OCC did not identify any unexplained conspicuous
gaps in any AA reviewed.

Lending in Assessment Area - A substantial majority of the bank’s loans are in its AAS. The bank
originated and purchased, in aggregate, 83.5 percent by number and 86.8 percent by dollar volume of its
total loans inside the bank’s combined AAs during the evaluation period. This analysis is performed at
the bank, rather than the AA, level. Loans made by affiliates were not considered in this analysis.

Table D - Lending Inside and Outside of the Assessment Area

Number of Loans Dollar Amount of Loans $(000s)
Loan Inside Outside Total Inside Outside Total
Category

# % |# % |# $ % |$ | % | $(000s)
Home
Mortgage
2012 1,987,439 | 82.5 | 422,643 175 | 2,410,082 | 470,773,963 86.4 | 74,165,413 | 13.6 | 544,939,376
2013 1,359,009 | 81.8 | 302,941 | 18.2 | 1,661,950 | 323,430,720 | 86.4 | 51,115,694 | 13.6 | 374,546,414
2014 661,786 | 80.5 | 159,868 | 19.5 | 821,654 171,689,031 | 86.5 | 26,775,601 | 13.5 | 198,464,632
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2015 741,928 82.1 | 161,603 17.9 | 903,531 209,363,308 87.5 | 30,005,539 | 12.5 | 239,368,847
2016 784,756 82.6 | 165,882 17.5 | 950,638 234,579,188 87.8 | 32,585,515 | 12.2 | 267,164,703
2017 654,957 82.6 | 138,180 17.4 | 793,137 199,856,668 87.3 | 28,947,426 | 12.7 | 228,804,094
2018 575,155 82.2 | 124,482 17.8 | 699,637 178,916,957 87.0 | 26,747,260 | 13.0 | 205,664,217
Subtotal | 6,765,030 | 82.1 | 1,475,599 | 17.9 | 8,240,629 | 1,788,609,835 | 86.9 | 270,342,448 | 13.1 | 2,058,952,283
Small

Business

2012 344,981 86.6 | 53,342 13.4 | 398,323 19,713,011 88.3 | 2,620,347 11.7 | 22,333,358
2013 438,829 88.3 | 58,386 11.7 | 497,215 21,235,199 88.9 | 2,657,260 11.1 | 23,892,459
2014 466,625 88.8 | 59,136 11.2 | 525,761 22,925,780 87.5 | 3,271,986 12.5 | 26,197,766
2015 476,443 88.9 | 59,467 11.1 | 535,910 22,987,205 87.4 | 3,314,190 12.6 | 26,301,395
2016 418,408 87.5 | 59,689 12.5 | 478,097 21,727,792 86.2 | 3,469,581 13.8 | 25,197,373
2017 368,237 86.7 | 56,535 13.3 | 424,772 20,471,973 85.8 | 3,383,394 14.2 | 23,855,367
2018 393,111 87.6 | 55,670 12.4 | 448,781 19,576,809 85.4 | 3,359,373 14.6 | 22,936,182
Subtotal | 2,906,634 | 87.9 | 402,225 12.1 | 3,308,859 | 148,637,769 87.1 | 22,076,131 | 12.9 | 170,713,900
Small

Farm

2012 8,991 70.1 | 3,843 29.9 | 12,834 895,127 74.3 | 310,055 25.7 | 1,205,182
2013 10,003 69.3 | 4,436 30.7 | 14,439 883,640 73.8 | 312,930 26.2 | 1,196,570
2014 9,936 68.3 | 4,617 31.7 | 14,553 840,321 71.5 | 334,360 28.5 | 1,174,681
2015 9,878 67.3 | 4,804 32.7 | 14,682 815,382 72.0 | 317,652 28.0 | 1,133,034
2016 9,450 63.6 | 5,418 36.4 | 14,868 776,045 68.1 | 363,727 31.9 | 1,139,772
2017 9,202 59.5 | 6,263 40.5 | 15,465 722,261 67.1 | 354,777 32.9 | 1,077,038
2018 8,956 58.5 | 6,363 41.5 | 15,319 662,507 65.3 | 352,456 34.7 | 1,014,963
Subtotal | 66,416 65.0 | 35,744 35.0 | 102,160 5,595,283 70.5 | 2,345,957 29.5 | 7,941,240
Total 9,738,080 | 83.5 | 1,913,568 | 16.5 | 11,651,648 | 1,942,842,887 | 86.8 | 294,764,536 | 13.2 | 2,237,607,423

Source: Evaluation Period: 1/1/2012 - 12/31/2018 Bank Data
Due to rounding, totals may not equal 100.0

Innovative or flexible lending Programs - The bank offers several flexible loan products that addressed
the needs of LMI borrowers and geographies and small businesses during the evaluation period. In
those areas where these flexible loan programs were given positive consideration, it is noted within the
Lending Test of the respective AA. The following programs offered throughout WFBNA’s
footprint are particularly responsive to the credit needs of its communities.

yourFirst MortgagesM - The program was launched in May 2016 to address barriers to
homeownership and encourages customer preparedness for homeownership by offering a $750
closing cost credit for customers who choose to complete homebuyer education. Since the
launch in May 2016, the program has funded over 54,000 loans totaling $11.6 billion. Of the
total volume, approximately 22.5 percent in 2016, 25.4 percent in 2017, and 29.2 percent in 2018
were originated to LMI borrowers and consistently ranked higher than the overall LMI lending
rate in the industry. WFBNA continues to make enhancements to the product to improve the
ability to create sustainable LMI homeowners. The program has features to assist customers

with overcoming obstacles to purchasing a home including:

o As little as 3 percent down payment required — less if the customer uses an approved

Down Payment Assistance Program.
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o No requirements that a borrower be a first-time home buyer, purchase in specific census
tracts, or meet a specific income limit to qualify.
o Down payment assistance programs and monetary gifts may be used toward a down
payment.
o Alternative types of credit resources may be accepted — such as history of rent and utility
payments.
o HUD-approved homebuyer education or counseling is not required. However, customers
who successfully complete education or counseling receive $750 credit for closing costs.
Over 77 percent of all customers elect to complete counseling and receive this valuable
benefit.
NeighborhoodLIFTSM - the program was launched in February 2012 in the wake of the housing
crisis to help stabilize neighborhoods deeply affected by the foreclosure crisis through a
commitment to home lending, homebuyer education, and homebuyer support. Today, the
NeighborhoodLIFT program has evolved to help address affordability challenges for LMI
homebuyers. The program requires an applicant who is approved and receives a down payment
assistance grant of $7,500 to $15,000, depending on market areas, to complete eight hours of
pre-purchase counseling and education from a U. S. Housing and Urban Development (HUD)-
certified housing counseling agency. Homebuyers may obtain financing from any participating
lender. Through the program, WFBNA has committed more than $430 million of down payment
assistance, Local Initiative grants, housing counseling, and homebuyer support and education to
create sustainable homeownership. During the evaluation period, WFBNA originated over 4,100
loans totaling $671 million under this program in the AAs. The NeighborhoodLIFTSM program
is also the single largest corporate philanthropic effort of its kind in WFBNA’s history and is
funded by the Wells Fargo Foundation. Key components of the NeighborhoodLIFTSM effort
provide support in three major areas:
o Down payment assistance for first-time homebuyers and potential homebuyers ready to
re-enter the market.
o Locally designed Local Initiatives and LIFT the Block programs to meet local housing
priorities that support community revitalization efforts.
o Local outreach events designed to provide homebuyer education and support.
Small Business® Diverse Community Capital Program (DCC) takes an innovative approach to
address challenges diverse small business owners face when starting or growing their business.
The DCC program was launched in 2015 with an initial, three-year, $75 million commitment to
increase capital and technical assistance available to diverse small businesses that may not
qualify for conventional bank loans. The DCC program is a collaboration between WFBNA and
Opportunity Finance Network (OFN), a national network of Community Development Financial
Institutions (CDFIs), to respond to issues identified in a national Gallup Survey that revealed that
diverse small businesses were challenged accessing the credit they needed to launch or grow
their business. Funds are used by CDFlIs to increase lending to diverse-owned small businesses;
provide educational resources and technical assistance they need to grow; and improve, create or
add resources, materials, or programs to better serve their target market. As of December 2018,
WFBNA fulfilled its $75 million commitment and 88 CDFIs have received DCC awards serving
small businesses in 37 states. Awardee CDFIs serve both rural areas and urban centers.
According to OFN, DCC awardees have closed more than 8,000 loans totaling $391 million to
diverse small business clients. Diverse small businesses that received loans from awardee CDFlIs
have retained more than 21,000 jobs and created more than 15,000 jobs as a result of accessing
the capital and development services they needed. WFBNA has pledged another $100 million to
continue the program through 2020.
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e For small businesses, the bank offers loans guaranteed by the U. S. Small Business
Administration (SBA), including SBA 504, SBA 7a, SBA 503, and SBA Community Express
loans and lines of credit. SBA loans have more flexible terms than conventional loans. During
the evaluation period, WFBNA originated 687 SBA loans totaling $1.3 billion in its AAs.

Innovative or flexible Retail Service Programs - WFBNA offers several retail services across its AAS
that address the needs of all of its customers including LMI individuals and small businesses. The
following highlights some examples of the bank’s programs:

e WFBNA'’s Online Mortgage Application was launched in early 2018 which combines Wells
Fargo source data with a digital interface to create a “you know me” experience that is
compelling for current Wells Fargo customers. When a Wells Fargo customer logs into the
online mortgage application, the customer won’t be asked to provide certain information that
Wells Fargo already has in their database. The online mortgage application is integrated with the
sales team, giving customers the option to engage with a specialist at any point during the
process.

e In 2014, WFBNA introduced The Business Plan Tool and Competitive Intelligence Tool to
deliver resources, guidance, and services for business owners. This tool offers useful guidance
on topics such as writing a business plan, marketing a business, managing cash flow, and
building credit to help business owners increase their knowledge and confidence. The site
provides information about CDFIs that can be a source of external funding, when traditional
bank financing is not available.

e WFBNA participates in the Volunteer Income Tax Assistance (VITA) to provide free tax
preparation to LMI taxpayers, the elderly, and those with disabilities. IRS certified volunteers
provide free basic income tax return preparation with electronic filing to qualified individuals.
Receiving free tax preparation services and help accessing eligible tax credits such as the Earned
Income Tax Credit can be life changing for LMI families. WFBNA actively participates in 68
VITA programs across the footprint through volunteer hours, grants, and financial education.
During the exam period, WFBNA team members volunteered nearly 5,000 hours preparing tax
returns and local markets provided numerous grants to support local VITA programs.

e Hands on Banking®/El futuro en tus manos® program is WFBNA's free, public, non-
commercial, financial capability program offering a comprehensive suite of financial education
courses designed for instructor-led group learning or self-paced individual use. The goal of the
program is to be the relevant and timely resource of choice for educators and individuals to
develop the financial capability to successfully navigate throughout life’s financial ups and
downs and succeed financially. The program has curriculum designed for specific audiences
including: preparing young adults (9th grade — College age) for financial futures; small business
owners who have been declined for business credit; addressing unique financial education needs
of military personnel; and training to seniors on how to prevent and detect elder financial abuse.
During the exam period, over 15,000 team members participated in the campaigns which yielded
nearly 56,000 hours of Hands on Banking® training and reaching over 800,000 people through
classes, workshops, and webinars.

e Wells Fargo de novo branches provide important face-to-face interactions to serve customers and
help them meet their financial dreams and goals. WFBNA continues to add new locations in
communities across the country serving the financial needs of its LMI residents and businesses.
In 2017, WFBNA added two de novo LMI branches to its network. Nine additional LMI
branches were opened in 2018 with four in California, two in Florida, one in Texas, and one in
New York. These de novo LMI branches delivered much needed banking services to
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underserved communities and in areas designated for redevelopment, closing a gap in coverage

within the areas.

Community Development Initiatives - WFBNA makes significant use of innovative and/or complex CD
investments and loans to support CD initiatives. For examples of the bank’s CD initiatives, please see
the conclusions in each rated area under CD activities. Below are the types of CD investment and loan
vehicles that WFBNA uses, most of which are complex or innovative, and most often WFBNA serves in
a leadership role to implement its CD activities.

Low Income Housing Tax Credit (LIHTC) - WFBNA'’s primary vehicle for qualified CD
investments and loans is LIHTCs. The LIHTC program was established as part of the Tax
Reform Act of 1986. LIHTCs provide tax incentives to encourage individual and corporate
investors to invest in the development, acquisition, and rehabilitation of affordable rental
housing. They are an indirect federal subsidy that finances low-income housing. This allows
investors to claim tax credits on their federal income tax returns. To qualify for the credit, a
project must meet strict requirements to qualify as a low-income project. Developers are
required to set aside at least 40 percent of the units for renters earning no more than 60 percent of
the area median family income (MFI) (the 40/60 test), or 20 percent of the units for renters
earning 50 percent or less of the area MFI (the 20/50 test). These units are subject to rent
restrictions where the maximum permissible gross rent, including an allowance for utilities, must
be less than 30 percent of imputed income based on the area MFI. State selection procedures for
tax credit allocations often encourage developers to provide more than the minimum number of
affordable units. Because these credits are only available for affordable rental units, many
applications designate 100 percent of the units in properties as affordable. They also reserve
some of the units for renters earning well below 50 percent of the areca’s MFI. During the
evaluation period, WFBNA participated in over 690 new LIHTC offerings through direct
investments and/or loan syndications. These investments, some of which benefited multiple
AAs, totaled approximately $11.6 billion and were sponsored by federal, state, and local housing
for profit and nonprofit agencies and groups. Additionally, WFBNA is still participating in 759
prior period LIHTC investments totaling approximately $1.2 billion.

Subordinate Debt (formerly known as Equity Equivalent Investments “EQ2”) — Due to an
accounting change in 2018, this product was changed from an investment to a CD loan product.
WFBNA has been a leading provider of Subordinate Debt to CDFIs and other nonprofit
affordable housing developers around the country for two decades with long-term, low-rate, and
unsecured instruments. Through WFBNA’s funding, CDFIs provide innovative and flexible
credit products that address affordable housing and CD needs in the bank’s AAs. CDFIs help to
promote healthy communities by providing early-stage credit, capital, and financial services to
small businesses, affordable housing and community facility developers, community
organizations, and other types of borrowers. CDFIs can leverage these instruments with senior
debt to build their lending capacity. WFBNA, on average, provides approximately $40 million
in subordinate debt on an annual basis and as of year-end 2018, the outstanding portfolio totals
over $270 million to 215 CDFlIs nationwide. Many of the subordinate debts provide for CD in
areas where private investor funds are not available. Additionally, WFBNA funds have helped
to facilitate additional CD investments from other parties.

New Markets Tax Credit (NMTC) — WFBNA uses the NMTC programs to help meet the credit
needs of the AAs. The NMTC program, authorized by the U.S. Treasury, incentivizes business
and real estate investment in low-income communities through a federal tax credit. These tax
credits help revitalize economically distressed and underserved communities. NMTC credits are
a critical financing tool, filling gaps in development costs that may prevent projects from arising.
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Through NMTC allocations, WFBNA reduces borrowing costs for nonprofits and entrepreneurs
by offering below-market rate financing on more favorable credit terms than conventionally
available and can help smaller community-focused projects such as child care centers, health
care clinics, and community art centers secure funding and bring their much-needed services to
low-income neighborhoods. Since the inception of its NMTC platform, Wells Fargo has
invested over $3.5 billion in NMTC investments nationally. These investments have leveraged
an estimated $4.3 billion in additional capital, much of which was sourced by new entrants into
the NMTC industry, creating an estimated 30,000 permanent jobs and millions of square feet of
mixed-use, commercial, and community-oriented space across the country. During the
evaluation period, WFBNA participated in 128 new NMTC projects totaling $1.5 billion.
Additionally, WFBNA is still participating in 22 prior period NMTC investments totaling
approximately $278.3 million.

Mortgage Backed Security (MBS) - MBSs provide ownership interest in a pool of single-family
mortgages that act as the underlying asset of the security. The pools are comprised of loans
originated entirely to LMI borrowers who reside in WFBNA’s AAsDuring the evaluation period,
WFBNA made over 1,300 MBS investments totaling $600 million. Additionally, there are still
949 prior period investments totaling $146 million on the bank’s books.

The Homeownership Counseling Grant Program (HCGP) — WFBNA has implemented this
program to provide financial resources to local nonprofit housing organizations to create
affordable and sustainable homeownership opportunities for LMI individuals. This grant
program focuses on homebuyer counseling assistance that addresses unique financial
circumstances and housing issues; homebuyer education that covers the home-buying process
including how to maintain a home, budgeting, the importance of good credit, and other home
buying related subjects; and foreclosure prevention counseling efforts designed to help families
keep homes that are facing foreclosure and stabilize the overall housing market. During the
evaluation period, WFBNA has provided over 1,200 grants totaling $11.7 million to nonprofit
housing organizations throughout the bank’s AAs.

The Priority Markets Program (PMP) — WFBNA implemented the PMP to support projects,
programs, and initiatives focused on neighborhood revitalization and help remove barriers to
sustainable housing in LMI communities. Grant funds are used for costs associated with
development or redevelopment of affordable housing and homebuyer subsidies, such as down
payment/closing costs and homebuyer counseling. Funds are also used for renovation of
foreclosed and/or abandoned properties for resale to LMI homebuyers. The Community
Relations team identifies nonprofits with successful histories of supporting LMI communities
that are responding to the needs in the community. Regional teams review the applications and
select the projects that are most impactful and responsive to the needs in the market. During the
evaluation period, WFBNA has provided 339 grants totaling $32.2 million to nonprofit
organizations throughout the bank’s AAs.
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Discriminatory or Other lllegal Credit Practices Review

Pursuant to 12 C.F.R. §25.28(c) or §195.28(c), respectively, in determining a national bank’s or federal
savings association’s (collectively, bank) CRA rating, the OCC considers evidence of discriminatory or
other illegal credit practices in any geography by the bank, or in any assessment area by an affiliate
whose loans have been considered as part of the bank’s lending performance. As part of this evaluation
process, the OCC consults with other federal agencies with responsibility for compliance with the
relevant laws and regulations, including the U.S. Department of Justice, the U.S. Department of Housing
and Urban Development, and the Bureau of Consumer Financial Protection, as applicable.

The OCC identified the following public information regarding non-compliance with the statutes and
regulations prohibiting discriminatory or other illegal credit practices with respect to this institution:

e Evidence of unfair acts or practices, in violation of Section 5 of the Federal Trade Commission
Act, 15 U.S.C. 845(a)(1). On April 20, 2018, WFBNA signed consent orders with the OCC and
CFPB and agreed to pay $1 billion in civil money penalties to the agencies. As a result of the
bank’s mortgage interest rate lock extension (IRL) fee practices, customers were improperly
charged mortgage interest rate extension fees when the bank should have borne those costs for
mortgage loans that originated between September 2013 through March 2017. The bank’s
mortgage interest rate lock extension fee practices constituted unfair acts or practices in or
affecting commerce in violation of the unfair acts or practices provision of Section 5 of the
Federal Trade Commission Act, 15 U.S.C. § 45(a)(1), and were unsafe or unsound. Customer
harm (the nature of the evidence) was material from a customer and monetary standpoint with
the bank reimbursing approximately 111,000 borrowers to date totaling $100.8 million.
WEFBNA reimbursed any borrower, who paid a fee during the period and responded to the bank’s
notification of potential harm letters and reimbursed the borrower. The bank is assessing
potential borrower harm pre-May 2012 to 2010 period. Bank management has committed to
reimbursing any subsequently identified borrowers, similarly. Management has taken
appropriate corrective actions to strengthen home lending compliance management including
IRL control processes and audit oversight to prevent future violations of this nature. For further
information, refer to the OCC’s April 20, 2018 Compliance Consent Order AA-EC-2018-15.

e WFBNA violated UDAAP (12 USC 5531(c)(l) and 5536(a)(1)(B)). Certain employees in Texas
knowingly arranged with loan closing agents to overcharge customers the difference between the
amounts estimated on the good faith estimates (GFEs) and the actual closing costs. This
violation involved customers who refinanced their previous home loans to improve the rate and
term. The practice occurred from January 2009 through May 2013, a 53-month period. The
practice, which was isolated to the state of Texas, affected approximately 27,300 accounts. The
average amount overcharged was approximately $30 per loan. The total accounts affected
during the CRA evaluation period (January 2012 through May 2013) is approximately 8,700
accounts. This practice was self-disclosed by the bank via an internal whistleblower reported
incident. The bank remediated each customer affected by this unfair and deceptive practice in
the amount of $50 for a total of $1.4 million. Management strengthened controls over this
process by limiting the number of mortgage loan officers authorized to originate these loans,
establishing a pre-closing second-level review of all such loans, and implementing post-funding
quality assurance transactional testing.
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The OCC does not have additional public information regarding non-compliance with statutes and
regulations prohibiting discriminatory or other illegal credit practices with respect to this institution. In
determining this institution’s overall CRA rating, the OCC has considered information that was made
available to the OCC on a confidential basis during the evaluation period.

The CRA performance rating was not lowered as a result of these findings. We considered the nature,
extent, and strength of the evidence of the practices; the extent to which the institution had policies and
procedures in place to prevent the practices; and the extent to which the institution has taken or has
committed to take corrective action, including voluntary corrective action resulting from self-
assessment; and other relevant information.

The OCC will consider any information that this institution engaged in discriminatory or other illegal
credit practices, identified by or provided to the OCC before the end of the institution’s next
performance evaluation in that subsequent evaluation, even if the information concerns activities that
occurred during the evaluation period addressed in this performance evaluation.
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Multistate Metropolitan Statistical Area Rating

Augusta-Richmond County, GA-SC (Augusta MMSA AA)

CRA rating for the Augusta MMSA AA!: Satisfactory
The Lending Test is rated: High Satisfactory
The Investment Test is rated: Needs to Improve
The Service Test is rated: Low Satisfactory

The major factors that support this rating include:

Good level of lending activity;

Good geographic distribution of loans;

Good borrower distribution of loans;

Adequate level of CD loans;

WFBNA'’s use of flexible products has a neutral impact on the Lending Test;
Poor level of CD investments;

Retail delivery systems are accessible to all portions of the AA; and
Adequate CD services.

Description of Institution’s Operations in Augusta MMSA AA

WFBNA delineated one AA within the Augusta MMSA AA and includes the Augusta-Richmond
County, GA-SC MSA. Refer to Appendix A for a complete description of the AA. The Augusta
MMSA AA represents the 37" largest rated area by deposits. WFBNA has $1.8 billion of deposits in the
Augusta MMSA AA representing, 0.1 percent of adjusted deposits. In the Augusta MMSA AA,
WFBNA ranked 1% out of 19 depository institutions with 21.7 percent market share. The 2" and 3"
banks within the MMSA, in terms of deposits, are South State Bank with 15.8 percent and Bank of
America with 11.4 percent market share. WFBNA operates 17 branches and 48 ATMs within the
Augusta MMSA AA, representing 0.3 percent of the bank’s branches and 0.3 percent of the bank’s
ATMs. In comparison to the percentage of deposits and branching network, the bank originated and
purchased approximately $3.5 billion in loans or 0.2 percent of total bank loan originations and
purchases during the evaluation period in the AA. The bank’s primary loan products in the Augusta
MMSA AA are home mortgage and small loans to businesses.

Demographic

The following table provides a summary of the demographics that include housing and business
information for the Augusta MMSA AA. Table A indicates that the volume of owner-occupied units
(OQUs) is very small in low-income census tracts (CT) and approximately 40 percent of families in the
AA are LMI. The area’s median housing value in the Augusta MMSA AA is 2.3 times the area’s
median income, but 2.9 times moderate-, and 4.7 times low-income, indicating a limited proportion of
OOQUs are affordable to LMI individuals. Median rents and the high percentage of families below
poverty level suggest rental housing is also unaffordable for many low-income residents.

1 This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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Table A - Demographic Information of the Assessment Area
Assessment Area: Augusta-Richmond County GA-SC (2016)

D hic Ch Low Moderate Middle Upper
emographic Characteristics % of # % of # % of # % of # %of#

Geographies (Census Tracts) 7.6 30.3 36.1 25.2
Population by Geography 564,873 5 27.6 37.6 29.2 0.0
Housing Units by Geography 237,384 6.4 29.1 36.3 28.1 0.0
Owner-Occupied Units by Geography 142,181 3.4 25.3 37.4 34.0 0.0
Occupied Rental Units by Geography 64,337 11.3 35.1 35.0 18.6 0.0
Vacant Units by Geography 30,866 10.4 34.3 34.4 20.9 0.0
Businesses by Geography 29,538 6.4 23.1 35.6 34.9 0.0
Farms by Geography 1,097 2.8 28.4 39.7 28.9 0.2
Family Distribution by Income Level 142,685 23.8 16.2 18.7 41.3 0.0
Household Distribution by Income Level 206,518 25.4 15.4 16.5 42.7 0.0
Median Family Income MSA - 12260 Augusta- $54,820 Median Housing Value $128,958
Richmond County, GA-SC MSA

Median Gross Rent $671

Families Below Poverty Level 14.3%

Source: 2010 U.S. Census and 2016 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

According to the April 2018 Moody’s Analytics report, Augusta’s economy is among the fastest-
growing economies in Georgia. Growth is broad-based but professional, business services, and
construction are leading the way. Year-over-year job growth is twice the national average, and both
goods producing and service providing industries are expanding at their fastest pace in more than three
years. Thanks to booming Fort Gordon and growth at Plant VVogtle nuclear power plant, the job mix in
the Augusta MMSA has improved over the past year with outsize gains in medium- and high-paying
industries. Increased spending on cybersecurity has benefited the Augusta’s economy. The $1.3 trillion
omnibus bill, passed in March 2018, will raise spending by $80 billion above the caps set in the Budget
Control Act of 2011. Consumer industries have been on a tear in the Augusta MMSA but will come off
the boil as the expansion matures.

The outlook for the housing market is above average thanks largely to favorable demographics trends.
Low inventory has been a hurdle nationally and Augusta is no exception. Home sales have slowed but a
lack of supply is preserving upward pressure on prices.

The major economic drivers for the MMSA are federal government; Waste Treatment and Disposal; and
Architectural, Engineering & Related services. The largest employers in the Augusta MMSA includes
the U.S. Army Signal Center & Fort Gordon, Westinghouse Savannah River Co., and Georgia Regents
University. According to the U.S. Bureau of Labor Statistics (BLS), the unemployment rate for the first
quarter of 2018 was 4.8 percent and has decreased significantly from 9.1 percent at the beginning of the
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evaluation period. The unemployment rate in the AA was slightly higher than both the overall States of
Georgia (4.1 percent) and South Carolina (3.4 percent).

Community Contact

The analysis takes into consideration comments provided by two community contacts that serve the
bank’s Augusta MMSA AA. One of the community contacts represents a government housing and
community development corporation (CDC) and the other represents a rural CD agency in Burke
County.

The economic development organization contact serves rural areas in the AA including Burke County.
They noted that affordable housing was a need being met through their Single-Family Housing
Mortgage Program, which serves households at 80 percent and below the average MFI. The program
finances up to 100 percent of the loan and provides a down payment/closing costs subsidy up to 3
percent. Households above 80 percent of the area MFI were referred to local banks for the guarantee
program. The contact indicated that there was no waiting list. However, the contact noted that credit
was an issue. The county worked with other local agencies in Augusta to provide hands-on basic
education, technical assistance, and homebuyer counseling. The contact mentioned that banks could
become more involved with these programs as well as financing offered through the Central Savannah
River Area Regional Commission. There is also a need in the AA for business lending in the form of
business loans from $25,000 to $5 million through lending arrangements with the U.S. SBA, the U.S.
Department of Commerce, and the U.S. Department of Agriculture.

The local government housing and CDC contact primarily represents LMI residents in the city of
Augusta and Richmond County. The contact indicates there is not enough affordable housing in the AA
for LMI and few housing options are affordable. Additionally, homelessness in Augusta is a growing
issue. Hundreds of people in Augusta are living day-to-day without a home. There are over 700 people
that are homeless in Augusta and that number is steadily increasing. There are few resources available
in the area to help people that are homeless. A local non-profit shelter only houses about 200 people
with no other options for the overflow of people needing shelter services. The contact mentioned there
is a need for more grant programs and financial literacy programs for LMI people. The contact stated
there is an opportunity for banks to provide loans to small businesses and more flexible loan terms and
products for first time home-buyers that are purchasing homes in LMI communities.

The bank conducted research in the AA and identified community needs for affordable housing for LMI
families, financial education, neighborhood revitalization/stabilization in both residential and
commercial areas, small business assistance, and workforce development and job readiness to assist
LMI individuals obtain employment.

Considering the information from the community contacts, bank management, and demographic and
economic data, affordable housing and small business loans represent a primary credit need for the
Augusta MMSA AA. Opportunity exists to originate these types of loans throughout the AA; however,
it is limited in the low-income geographies as reflected by the small proportion of population, OOUs,
and small businesses coupled with limited home affordability for LMI individuals.

Small business loans, particularly those for start-up businesses and micro-loans are in high demand.
The Augusta MMSA AA also has CD needs including economic development and volunteer support for
financial literacy programs for first time homebuyers, foreclosure prevention assistance, and affordable
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banking products including mortgage loans with low interest rates. There is also a need for grants to
non-profits that serve LMI communities and individuals

Scope of Evaluation in Augusta MMSA AA

The rating for the Augusta MMSA AA is based on a FS evaluation of the bank’s performance in the
Augusta-Richmond County, GA-SC MSA. A limited portion of the bank’s overall lending, investments,
and services were conducted in the Augusta MMSA AA; therefore, the performance in the MMSA
received less weight in determining the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN AUGUSTA
MMSA AA

LENDING TEST

The bank’s performance under the Lending Test in the Augusta MMSA AA is rated High Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the Augusta MMSA AA is good.

Lending Activity

Based on the tables below, lending levels reflect good responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and
CD loans originated or purchased. Lending levels were commensurate with the bank’s significant
capacity and market dominance.

Number of Loans

Home Small Small Community
Assessment Area | Mortgage Business Farm Development Total
Augusta MMSA 19,263 5,067 153 5 24,488
Dollar Volume of Loans (000°s)

Home Small Small Community

Assessment Area Mortgage Business Farm Development Total
Augusta MMSA $3,185,894 $271,669 $7,771 $30,382 $32,195,716

WFBNA ranked first in deposits with 21.7 percent market share in the AA. In overall HMDA lending,
WFBNA ranked first with 10.1 percent market share. Although WFBNA’s HMDA market share is
considerably lower than its deposit market share, lending competition was significantly stronger,
reflected by the 378 lenders, than competition for deposits, where there were only 19 depository
institutions. The 2" and 3" top lenders in this market were South State Bank with 5.2 percent market
share and Queensborough National Bank with 4.6 percent market share.

In small loans to businesses, WFBNA ranked 4th with a market share of 7.6 percent. Although
WFBNA'’s small business market share is considerably lower than its deposit market share, lending
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competition was significantly stronger, reflected by the 88 lenders, than competition for deposits, where
there were only 19 depository institutions. The top three lenders were American Express with a market

share of 19.1 percent, Citibank with a market share of 11.8 percent, and Georgia B&TC of Augusta with
a 9.1 percent market share.

Distribution of Loans by Income Level of the Geography
The bank exhibits a good geographic distribution of loans in its AA.

Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
good.

e The bank’s performance in both periods, 2012-2016 and 2017-2018, for home mortgage loans in
low-income geographies approximates the aggregate distribution of loans and is significantly
below the proportion of OOUs in those geographies.

e The proportion of loans in moderate-income geographies substantially meets the aggregate
distribution of loans and is well below the proportion of OOUs in those geographies.

Small Loans to Businesses

Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to businesses for this evaluation is good.

e The bank’s performance in both periods, 2012-2016 and 2017-2018, for small business loans in
LMI geographies substantially meets the aggregate distribution of loans in those geographies.

e The bank’s performance in both periods is below the proportion of businesses located in LMI
geographies.

Distribution of Loans by Income Level of the Borrower

The bank exhibits a good distribution of loans among individuals of different income levels and
businesses of different sizes.

Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrower distribution of home mortgage loan originations and purchases for this evaluation is
good.
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e There are homeownership affordability hurdles in the AA especially for low-income borrowers.
As noted above, the area’s median housing value is 4.7 times the income of low-income
borrowers indicating a limited proportion of OOUs are affordable to low-income borrowers.
Despite the affordability challenges, the bank’s lending in both periods, 2012-2016 and 2017-
2018, to LMI borrowers substantially meets the aggregate lending.

e The bank’s overall home mortgage lending to low-income borrowers is significantly below the
proportion of families and lending to moderate-income borrowers is below the proportion of
families.

Small Loans to Businesses

Refer to Table R in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue category is
good.

e For both 2012-2016 and 2017-2018 periods, the bank’s distribution of small loans to businesses
with revenues of $1 million or less exceeds the aggregate small business lending data for
businesses with revenues of $1 million or less and is well below the percentage of small
businesses located in the AA.

Community Development Lending

The institution has made an adequate level of CD loans.

The Lending Activity Tables, shown above, set forth the information and data used to evaluate the
institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.

The level of CD lending in the Augusta MMSA AA is adequate. WFBNA made five CD loans in its
AA for a total of $30 million, which represents over 14.7 percent of tier 1 capital. Although the bank
only originated five loans during the six-year time period, the loans represented a significant amount of
tier 1 capital. CD lending performance has a neutral impact on the lending test rating. All CD loans
were for the primary purpose of affordable housing, which is a critical CD need in the bank’s AA.

Examples of CD loans in the AA include:

e InJune 2016, WFBNA provided an $8.4 million loan for an LIHTC housing development
located in Martinez, Georgia with 100 percent of the units restricted to tenants earning less than
60 percent of the area MFI.

e In August 2017, WFBNA provided a $28 million loan for a multifamily housing development, of
which $10.1 million qualifies as CD lending. The development restricts 36 percent of the total
number of units to tenants earning 80 percent or less of the area MFI. This development is
located in a moderate-income census tract in Augusta, GA. The project consists of 20 efficiency
units, 141 one-bedroom units, and 285 two-bedroom units with 36.1 percent of the actual rent
rates below the 2017 Fair Market Rent for the area and 99.1 percent of the units are affordable to
tenants earning between 36.4 and 55.8 percent of the 2017 area MFI of $62,000.
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Product Innovation and Flexibility

The institution makes limited use of innovative and/or flexible lending programs in order to serve AA
credit needs. Under the yourFirstMortgage loan program, the bank has funded 41 loans totaling $4.2
million to LMI homebuyers that qualified under this program. Refer to the comments in the institution
Innovative or Flexible Lending Programs section of this public evaluation for additional details
regarding this program.

INVESTMENT TEST

The bank’s performance under the Investment Test in the Augusta MMSA AA is rated Needs to
Improve.

Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the Augusta MMSA AA is poor.

Quialified Investments
Prior Period* Current Period Total Unfunded
Assessment Commitments**
Area # | $(000’s) # $(000’s) # % of Total $(000’s) % of # $(000’s)
# Total $
Augusta 16 | $1,190 85 $3,842 101 100.0 $5,032 100.0
MMSA

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.

The institution has a poor level of qualified CD investments and grants, but not in a leadership position,
particularly those that are not routinely provided by private investors. The current and prior period
investments dollar volume represents 2.4 percent of tier 1 capital allocated to the AA.

The institution exhibits adequate responsiveness to credit and community economic development needs
identified in the AA, including affordable housing, community services, and revitalization/stabilization
for LMI individuals and geographies. Over 86 percent of the dollar volume of the bank’s current and
prior period investment focused on affordable housing, which is a primary credit need in the AA.
Additionally, the bank provided 74 grants totaling $862,000 to a variety of organizations that primarily
support affordable housing and community services.

The institution occasionally uses innovative and/or complex investments to support CD initiatives. CD
Investments involved a complex LIHTC investment where the bank acted in a leadership role with
participations from federal, state, local housing agencies, and real estate developers. Additionally, the
bank purchased numerous government mortgage-backed securities for the CD Investment portfolio.

Examples of CD investments in the AA include:

e In December 2014, WFBNA invested $37.5 million in a LIHTC fund for affordable housing
development in South Carolina, of which $1.6 million directly benefited the AA by providing 24
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affordable housing units restricted to tenants earning no more than 60 percent of the area MFI.
This activity is responsive to the identified need for affordable housing.

e During the evaluation period, WFBNA provided four grants totaling $1.2 million as a part of the
Small Business DCC program benefiting small businesses in the broader statewide of Georgia
and South Carolina including the Augusta MMSA AA. Refer to the comments in the institution
Innovative or Flexible Lending Programs section of this public evaluation for additional details
regarding this program.

e During the evaluation timeframe, WFBNA provided three grants totaling $265,000 to three local
housing organizations as a part of the PMP for affordable housing in the Augusta MMSA AA.
Refer to the comments in the institution Innovative or Flexible Lending Programs section of this
public evaluation for additional details regarding this program.

SERVICE TEST

The institution’s performance under the Service Test in the Augusta MMSA AA is rated Low
Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the service test, the bank’s performance in the Augusta MMSA AA is adequate.

Retail Banking Services

Service delivery systems are accessible to geographies and individuals of different income levels in the
institution’s AA.

Distribution of Branch Delivery System
Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each
Assessment Area BANK Rated Income of Geographies (%) Geography*
Area Deposits in | Branches Area
AA Branches Low Mod | Mid Upp | Low | Mod Mid Upp
in AA
Augusta 100.0 17 100.0 0.0 294 | 235 | 471 6.6 27.9 37.8 27.7
MMSA

* May not add up to 100 percent due to geographies with unknown tract income level and rounding

Distribution of Branch Openings/Closings

Net change in Location of Branches
Assessment Area # of Branch # of Branch (+or-)
Openings Closings
Low Mod Mid Upp
Augusta MMSA 0 4 0 0 -2 -2

As of December 31, 2018, WFBNA operates 17 branches and 48 ATMs in the Augusta MMSA AA. All
branches are full-service locations. The institution’s branches include no branches in low-income
geographies and five branches in moderate-income geographies. The branch distribution in low-income
geographies is significantly below the percentage of the population in low-income geographies and the
branch distribution in moderate-income geographies exceeds the percentage of the population in the AA.
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When considering an additional three branches within close proximity to LMI geographies, the bank’s
distribution is near to demographics.

The institution’s opening and closing of branches have not affected the accessibility of its delivery
systems, particularly in LMI geographies and/or to LMI individuals. The bank closed two branches in
middle-income and two branches in upper-income geographies since the last evaluation. These branch
closures did not negatively impact the distribution of branches relative to the population residing in LMI
geographies.

Services, including where appropriate, business hours, do not vary in a way that inconveniences the
various portions of its AA, particularly LMI geographies and/or individuals. Generally, branches are
open Monday through Thursday from 9:00 am to 5:00 pm and 9:00 am to 6:00 pm on Friday. Ten of 17
branches are also open on Saturdays from 9:00 to noon. All WFBNA services are available at all
branches and all ADS discussed bank-wide are available in this AA.

Community Development Services

The institution provides an adequate level of CD services.

The level of CD services in the Augusta MMSA AA is adequate. Bank records show that employees
provided their financial or job-specific expertise and/or technical assistance for 110 CD service activities
to 42 organizations since the last evaluation, logging a total of 263 qualified hours within this AA. All
of the bank’s assistance were to organizations that provide community services to LMI individuals and
families. The following are examples of CD services provided in this AA:

e In April 2013, a WFBNA team member provided financial education at a school where,
according to the National Center for Education Statistics (NCES), the free lunch program
participation rate is 86.9 percent.

e A WFBNA team member served as a board member of a nonprofit organization that provides
emergency shelter, support group counseling, referral services, outreach services, budgeting
skills, and legal advocacy to victims of domestic violence in the east/central Georgia counties.
According to the organization's Executive Director, over 82 percent of its clients are LMI
individuals as they earn less than 80 percent of the area MFI.
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Multistate Metropolitan Statistical Area Rating

Charlotte-Concord, NC-SC CSA (Charlotte MMSA AA)

CRA rating for the Charlotte MMSA AA?: Outstanding
The Lending Test is rated: High Satisfactory
The Investment Test is rated: Outstanding
The Service Test is rated: Outstanding

The major factors that support this rating include:

e Excellent lending activity;

e Adequate distribution of loans by borrower profile;

e Adequate geographic distribution of loans;

e WFBNA is a leader in providing CD loans, which has a significant positive impact on the Lending
Test;

e WFBNA'’s use of flexible products has a positive impact on the Lending Test;

e Excellent level of CD investments that are responsive to AA needs;

o Retail delivery systems are readily accessible to all portions of the AA; and

e WEFBNA is a leader in providing CD services that are responsive to the needs of the bank’s AA.

Description of Institution’s Operations in Charlotte MMSA AA

WFBNA delineated three AAs within the Charlotte-Concord, NC-SC CSA. Refer to Appendix A for a
complete description of the AA. These areas were combined, analyzed, and presented at the CSA level
with an AA name of Charlotte MMSA. WFBNA has $31.8 billion of deposits; however, a majority of
the deposits are non-retail branch deposits. The non-retail branch deposits do not reflect traditional
retail customer relationships, rather they are wholesale funds. These deposits do not reflect where any
of WFBNA’s customers are located, where they work, or where they conduct business. The adjusted
deposits are $9.9 billion of retail deposits in the AA representing 0.8 percent of adjusted deposits. The
Charlotte MMSA AA represents the 18th largest rated area in terms of deposits. In the Charlotte
MMSA AA, WFBNA ranked second out of 40 depository institutions with 14.7 percent market share.
The top bank within the MMSA in terms of deposits is Bank of America with 73.9 percent deposit
market share. WFBNA operates 88 branches and 277 ATMs within the Charlotte MMSA AA,
representing 1.6 percent of the bank’s branches and 2.0 percent of the bank’s ATMs. In the Charlotte
MMSA, the bank originated and purchased $23.0 billion in loans, or 1.3 percent of total bank loan
originations and purchases during the evaluation period. The bank’s primary loan products in the
Charlotte MMSA AA is home mortgage loans and small business loans.

Demographic Data

The following table provides a summary of the demographics that include housing and business
information for the Charlotte MMSA AA. Table A shows that the volume of OOUs is very small in the

2This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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low-income tracts and nearly 39 percent of families in the AA are LMI. The area’s median housing
value in the Charlotte MMSA AA is 2.8 times the MSA median income but 3.6 times moderate- and 5.7
times low-income, indicating a limited proportion of OOUs are affordable to LMI residents. Median
rents and the high percentage of families below poverty level suggest rental housing is also unaffordable
for many low-income residents.

Table A - Demographic Information of the Assessment Area
Assessment Area: Charlotte-Concord NC-SC CSA (2016)

D hic Ch Low Moderate Middle Upper NA*
emographic Characteristics % of # % of # % of # % of # % of #
0.9

Geographies (Census Tracts) 24.2 36.2 30.1
Population by Geography 2,375,675 6.5 22.6 38.8 32.0 0.1
Housing Units by Geography 978,732 6.9 23.8 38.4 30.9 0.0
Owner-Occupied Units by Geography 609,498 3.3 19.6 41.1 36.0 0.0
Occupied Rental Units by Geography 270,178 13.6 31.1 a3 21.7 0.1
Vacant Units by Geography 99,056 10.9 29.8 35.0 24.3 0.0
Businesses by Geography 156,460 7.5 18.2 33.7 39.8 0.8
Farms by Geography 4,373 35 18.0 48.7 29.6 0.3
Family Distribution by Income Level 599,700 21.4 17.4 20.4 40.9 0.0
Household Distribution by Income Level 879,676 23.4 16.1 18.5 42.0 0.0
Median Family Income MSA - 16740 Charlotte- $61,974 | Median Housing Value $176,753
Concord-Gastonia, NC-SC MSA
Median Family Income Non-MSAs - NC $46,764 | Median Gross Rent $762
Families Below Poverty Level 10.1%

Source: 2010 U.S. Census and 2016 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

According to the August 2018 Moody’s Analytics report, Charlotte’s economic expansion is strong and
steady. Healthcare, retail trade, and the public sector are providing the biggest boost to payrolls, while
builders are finding it more difficult to hire. High wage jobs already account for an outsize share of
payrolls in the Charlotte MMSA and the trend persists as new high paying jobs are being added at a
faster clip than their mid- and low-wage counterparts. Strong demographics and rising wages are
propelling housing demand, causing prices to appreciate at their fastest rate in several years. The area’s
economic drivers are healthcare, retail trade, and the public sector. Robust population gains and quality
job growth will add fuel to an already-hot housing market as builders struggle to keep up.

Per Moody’s, professional services and construction, along with other consumer-driven industries, will
ensure job gains. Finance and business/professional services will remain vital to the economic success
despite the recent slowdown in growth. Major area employers include Atrium Health, Wells Fargo,
Bank of America, and Wal-Mart Stores. According to the U.S. BLS, the MSA unemployment rate as of
August 2018 was 3.8 percent, down considerably from 9.3 percent at the beginning of the evaluation
period. The MSA unemployment rate was slightly higher than the State of South Carolina at 3.7 percent
and slightly lower than the State of North Carolina at 4.0 percent.
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Community Contact

The analysis takes into consideration comments provided by two community contacts that serve the
bank’s Charlotte MMSA AA. One community contact is a community-based development agency and
one is a nonprofit affordable housing agency.

The affordable housing agency contact serves various parts of the AA, but mainly the city of Charlotte
and Mecklenburg County. The contact indicated that affordable housing is a significant need in the AA.
According to the community contact, the Charlotte area has been growing rapidly for the past few years,
driven mostly by the banking industry as well as a strong energy base (Duke Energy), government, and
universities. The economy is strong for those at the high end of the income range ($75,000 and up),
driving the increase in high end restaurants, shopping, luxury housing, etc. The population is
approaching 1 million in the city and 2 million in the region. There is a strong millennial population and
creative class which continues to draw people to the area. Many people come to the area without jobs,
attracted by the lower cost of living than in other parts of the country and the draw of jobs in the banking
industry.

The community contact indicates that the largest struggle in the Charlotte area has been the challenge of
upward mobility. The area has been experiencing strong growth in the economy and in the luxury
housing market but jobs and affordable housing for LMI remain a challenge. More and more of the
lower rent housing keeps getting torn down and replaced with luxury projects, creating greater disparity.
Affordable housing is becoming scarcer and more expensive, especially due to rising construction costs,
rising interest rates, rising land costs, and the elimination of local tax credits. Average rents have
increased from $800 a month to $1,050. Transportation remains an issue, although that is changing with
the addition of a new light rail to the area, as well as Uber, which fills the gaps.

The community-based development contact serves the Dorchester county AA in South Carolina,
including Summerville, Ridgeville, St. George, Reevesville, Harleysville, and North Charleston. The
contact indicates that Dorchester County is growing at a 5 percent rate and the county population has
doubled in the last 15 years. No major employers have left the area in the most recent years and in
2016, there were 500 new manufacturing jobs added and $275 million in investments made in the area.
In 2015, there were 600 new manufacturing jobs added with $20 million in investments made in the
area.

According to the contact, the main opportunity for credit related projects is with speculative financing
for buildings 10,000 sq./ft. and up. The tri-county area has a lack of financing available for these types
of speculative industrial and manufacturing buildings. However, there have been new commercial
developments in the county as well as many new homes being built in the Southside and Summers
Corner area. Additionally, the Oakbrook area, which was an older part of town, is in the process of
being rehabilitated.

The bank conducted research in the AA and identified community needs for affordable housing for low-
income families, financial education for the unbanked and underbanked, services to homeless veterans
and families, and workforce development/job placement.

Considering the information from the community contacts and bank management as well as
demographic and economic data, affordable housing and small business loans represent a primary credit
need for the Charlotte MMSA_AA. Opportunity exists to originate these types of loans throughout the
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AA; however, it is limited in the low-income geographies as reflected by the small proportion of OOUs
and small businesses coupled with limited home affordability for LMI individuals. The AA also has CD
needs including affordable housing and economic development, including job training and financial
literacy.

Scope of Evaluation in Charlotte MMSA AA

The rating for the Charlotte MMSA AA is based on a FS evaluation of the bank’s performance in the
Charlotte-Concord, NC-SC CSA. A limited portion of the bank’s overall lending, investments, and
services were conducted in the Charlotte MMSA AA, therefore, the performance in the AA received less
weight in determining the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN
CHARLOTTE MMSA AA

LENDING TEST

The bank’s performance under the Lending Test in the Charlotte MMSA AA is rated High Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the Charlotte MMSA AA is good.

Lending Activity

Based on the tables below, lending levels reflect excellent responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and
CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.

Number of Loans

Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Charlotte MMSA 92,965 36,814 389 84 130,252

Dollar Volume of Loans (000’s)

Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Charlotte MMSA $20,884,803 $2,128,598 $15,631 $254,432 $23,283,464

WFBNA ranked second in deposits with 14.7 percent market share in the AA including non-retail
deposits. In overall HMDA lending, WFBNA ranked first with 10.6 percent market share. There is
strong competition as reflected by the 684 lenders and 40 depository institutions in the AA. The number
two lender in the market was Movement Mortgage with a 6.3 percent market share.
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In small loans to businesses, WFBNA ranked third with a market share of 9.8 percent. The top two
lenders were American Express with a market share of 17.2 percent and Bank of America with a market
share of 10.9 percent.

Distribution of Loans by Income Level of the Geography
The bank exhibits adequate geographic distribution of loans in its AA.

Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
adequate.

e The bank’s performance in both periods, 2012-2016 and 2017-2018, for home mortgage loans in
LMI geographies is below the aggregate distribution of loans in those geographies.

e The proportion of loans in LMI geographies is well below the proportion of OOUs in those
geographies.

Small Loans to Businesses

Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to businesses for this evaluation is excellent.

e For 2012-2016, the proportion of the bank’s small business loans in low-income geographies
exceeds both the aggregate distribution of loans and the proportion of businesses located in those
geographies.

e The proportion of loans in moderate-income geographies substantially meets the aggregate
distribution of loans and is below the proportion of businesses located in those geographies.

e The bank’s small business lending in 2017-2018 is slightly below the performance in 2012-2016.

Distribution of Loans by Income Level of the Borrower

The bank exhibits an adequate distribution of loans among individuals of different income levels and
businesses of different sizes.

Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrower distribution of home mortgage loan originations and purchases for this evaluation is
adequate.

e The Charlotte MMSA AA has homeownership affordability hurdles especially for LMI
borrowers. As noted above, the area’s median housing value is 5.7 times the income of low-
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income borrowers and 3.6 times the income of moderate-income borrowers indicating a limited
proportion of OOUs are affordable to LMI individuals. Despite the affordability challenges, the
bank’s overall home mortgage lending to LMI borrowers in 2012-2016 substantially meets the
aggregate distribution of loans to LMI borrowers.

e The bank’s performance for lending to low-income borrowers is significantly below the
proportion of families and lending to moderate-income borrowers is below the proportion of
families.

e The bank’s home mortgage lending in 2017-2018 is significantly below the performance in
2012-2016 and was a factor in the downgrade in the overall rating from good to adequate.

Small Loans to Businesses

Refer to Table R in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue is good.

e For both 2012-2016 and 2017-2018 periods, the bank’s distribution of small loans to businesses
with revenues of $1 million or less exceeds the aggregate small business lending data for
businesses with revenues of $1 million or less and is below the percentage of small businesses
located in the AA.

Community Development Lending

The institution is a leader in making CD loans, when considering the significant level of non-retail
branch deposits.

The Lending Activity Tables, shown above, set forth the information and data used to evaluate the
institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.

The level of CD lending in the Charlotte MMSA AA is excellent. WFBNA made 84 CD loans in its AA
for a total of $254.4 million, which represents 22.9 percent of adjusted tier 1 capital. CD lending
performance has a significant positive impact on the lending test rating. The institution makes
significant use of innovative and/or complex CD loans and involved many complex projects where the
bank often acted in a leadership role. The majority (88.9 percent) of these loans (47 loans totaling
$226.3 million) were for the primary purpose of affordable housing, which is a critical CD need in the
bank’s AA. Additionally, the bank extended 34 loans totaling $16.8 million for the primary purpose of
community services, two loans totaling $2 million for the primary purpose of economic development,
and one loan totaling $9.2 million for revitalization and stabilization of the AA.

Examples of CD loans in the AA include:

e In March 2014, WFBNA renewed a $3 million working capital line of credit to a nonprofit
organization located in Charlotte, NC with a primary mission of rescuing women and children
from abuse. In 1945, the organization transitioned to serving children with emotional and
behavioral issues. They serve approximately 7,000 children annually between the ages of 5-18
with, or at risk for, serious emotional disturbances. According to the organization's VP of
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Finance, it is estimated that 85 percent of the clients they serve are considered to be LMI
individuals as they earn less than 80 percent of the area MFI.

e In March 2015, WFBNA provided a $41.8 million loan for the acquisition of ten LIHTC housing
developments. The loan amount reported of $1.7 million is reflective of the proportional share
that is associated with this development. This LIHTC development is located in a moderate-
income census tract in Charlotte, North Carolina with 98 percent of the units restricted to tenants
earning 60 percent of the area MFI.

e In September 2018, WFBNA refinanced a $33.8 million loan for an affordable housing
development located in a moderate-income census tract in Charlotte. The development consists
of 188 one-bedroom units and 268 two-bedroom units with 96.1 percent of the actual rent rates
below the 2018 Fair Market Rent for the area and 99.4 percent of the units affordable to tenants
earning between 34 and 75 percent of the 2018 area MFI of $71,300.

Product Innovation and Flexibility

The institution makes extensive use of innovative and/or flexible lending programs in order to serve AA
credit needs. The bank held NeighborhoodLIFT events in the Charlotte MMSA AA in October 2013 and
November 2018, with more than 500 potential homebuyers attending the events. Of the 500 in
attendance, WFBNA originated 235 mortgage loans totaling $29 million. Under the yourFirstMortgage
loan program, the bank has funded 264 loans totaling $36.6 million to LMI homebuyers that qualified
under this program. Refer to the comments in the institution Innovative or Flexible Lending Programs
section of this performance evaluation for additional details regarding these programs.

INVESTMENT TEST
The bank’s performance under the Investment Test in the Charlotte MMSA AA is rated Outstanding.

Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the Charlotte MMSA AA is excellent.

Qualified Investments

Prior Period* Current Period Total Unfunded
Assessment Area Commitments
**
# | $(000°s) | # $(000’s) # % of Total # $(000’s) % of # | $(000’s)
Total $
Charlotte MMSA | 28 | $24,768 | 745 $91,667 773 100.0 $116,435 100.0

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.

The institution has an excellent level of qualified CD investments and grants, often in a leadership
position, particularly those that are not routinely provided by private investors. The current and prior
period investments dollar volume represents 10.5 percent of adjusted tier 1 capital allocated to the AA.

The institution exhibits excellent responsiveness to credit and community economic development needs
identified in the AA, including affordable housing, community services, economic development, and
revitalization/stabilization for LMI individuals and geographies. Over 83 percent of the dollar volume
of the bank’s current and prior period investment focused on affordable housing, which is a primary
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credit need in the AA. Additionally, the bank provided 650 grants totaling $35.5 million to a variety of
organizations that primarily support affordable housing, community services, economic development,
and revitalization/stabilization for LMI individuals and geographies.

The institution makes significant uses innovative and/or complex investments to support CD initiatives.
CD Investments involved many complex LIHTC projects where the bank acted in a leadership role with
participations from federal, state, local housing agencies, and real estate developers. Additionally, the
bank purchased numerous government mortgage-backed securities for the CD Investment portfolio.

Examples of CD investments in the AA include:

e In November 2016, WFBNA provided a $9.2 million LIHTC investment for the construction of
an 81-unit apartment complex located in Charlotte, North Carolina, with 100 percent of the units
restricted to tenants earning between 30 and 60 percent of the area MFI. All of the units have
rental assistance through HUD’s Rental Assistance Demonstration (RAD) program. HUD’s
RAD program is HUD’s flagship program for the recapitalization of the public housing.
WFBNA demonstrated multi-faceted support by providing both the construction loan ($4.5
million) and equity investment to support this affordable housing development. WFBNA
demonstrates active involvement with this organization as evidenced by its long-term
relationship that dates back to 2009. This activity is highly complex because it involves HUD's
RAD program and additional financing from the City of Charlotte.

e In October 2013, WFBNA provided a $5.5 million grant to a housing partnership organization as
part of the NeighborhoodLIFT Down Payment Assistance program. This organization promotes
reinvestment in urban, suburban, and rural communities by local financial institutions working
cooperatively with residents and local government. It provides funds to 235 organizations,
monitors their progress, and provides financial support, technical assistance, and training for
community-based revitalization efforts. Refer to the comments in the institution Innovative or
Flexible Lending Programs section of this performance evaluation for additional details
regarding this program.

e During the evaluation period, WFBNA provided two grants totaling $265,000 to two housing
organizations as a part of the PMP for affordable housing in the Charlotte MMSA AA. Refer to
the comments in the institution Community Development Initiatives section of this public
evaluation for additional details regarding this program.

SERVICE TEST
The institution’s performance under the Service Test in the Charlotte MMSA AA is rated Outstanding.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the service test, the bank’s performance in the Charlotte MMSA AA is excellent.

Retail Banking Services

Service delivery systems are readily accessible to geographies and individuals of different income levels
in the institution’s AA.
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Distribution of Branch Delivery System

Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each

Assessment Area BANK Rated Income of Geographies (%) * Geography *
Area Deposits in | Branches Area

AA Branches Low Mod | Mid Upp | Low | Mod Mid Upp

in AA

Charlotte 100.0 88 100.0 12.5 25.0 | 227 | 375 7.0 25.5 36.3 30.9
MMSA

* May not add up to 100 percent due to geographies with unknown tract income level and rounding. Population in census tracts with
income unknown represent 0.3 percent and the bank’s branches in these tracts represent 2.3 percent of total branches in the AA.

Distribution of Branch Openings/Closings

Net change in Location of Branches
# of Branch | # of Branch (+or-)

Assessment Area Openings Closings

Low Mod Mid | Upper NA

Charlotte MMSA 1 10 0 -4 -3 -2 0

As of December 31, 2018, WFBNA operates 88 branches and 277 ATMs in the Charlotte MMSA AA.
Of these branches, 82 are full-service locations and six are limited-service branches. The institution’s
branches include 11 branches in low-income geographies and 22 branches in moderate-income
geographies. The branch distribution in low-income geographies exceeds the percentage of the
population in low-income geographies and branch distribution in moderate-income geographies
approximates the percentage of the population in moderate-income geographies in the AA. When
considering an additional ten branches within close proximity to LMI geographies, the bank’s
distribution further exceeds demographics.

The institution’s opening and closing of branches have not affected the accessibility of its delivery
systems, particularly in LMI geographies and/or to LMI individuals. The bank opened one branch in
this AA. The bank closed four branches in moderate-income, three branches in middle-income, and
three branches in upper-income geographies. The closure of branches in moderate-income geographies
was to consolidate with other branches nearby and did not negatively impact the distribution of branches
relative to the population residing in those geographies. The bank still maintains 33 active branches or
38 percent within LMI geographies.

Services, including where appropriate, business hours, do not vary in a way that inconveniences the
various portions of its AA, particularly LMI geographies and/or individuals. While there are slight
variations in opening and closing times, most branches are open Monday through Friday from 9:00 am
to 5:00 pm and 9:00 am to 6:00 pm on Friday. Thirty branches are also open on Saturdays from 9:00 am
to 1:00 pm. More than half of the branches open on Saturdays are located in LMI geographies. All
WFBNA services are available at all branches and all ADS discussed bank-wide are available in this
AA.

Community Development Services

The institution is a leader in providing CD services.
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The level of CD services in the Charlotte MMSA AA is excellent. Bank records show that employees
provided their financial or job-specific expertise and/or technical assistance for 616 CD service activities
to 143 organizations since the last evaluation, logging a total of 2,176 qualified hours within this AA. A
majority (92 percent) of the bank’s assistance was to organizations that provide community services to
LMI individuals and families. Other activities targeted affordable housing (6 percent) and revitalization
or stabilization (2 percent). The bank’s financial assistance provided was responsive to the identified
needs in the AA particularly affordable housing. The following are examples of CD services provided
in this AA:

e Four WFBNA team members provided 123 hours of tax preparation through the VITA program.
Refer to the comments in the institution Innovative or Flexible Retail Service Programs section
of this public evaluation for additional details regarding this program.

e Four WFBNA team member provided 36 hours of Board service to two local affiliates of a self-
help affordable housing developer and one team member provided eight hours of home-buyer
education. This organization provides homeownership opportunities by building homes for and
with eligible LMI individuals.

38



Charter Number: 1
Multistate Metropolitan Statistical Area Rating

Chicago-Naperville, IL-IN CSA (Chicago MMSA AA)

CRA rating for the Chicago MMSA AA3: Satisfactory
The Lending Test is rated: Outstanding
The Investment Test is rated: Outstanding
The Service Test is rated: Needs to Improve

The major factors that support this rating include:

e Excellent level of lending activity;

e (Good geographic distribution of loans;

e Good borrower distribution of loans;

e WFBNA is a leader in providing CD loans, which has a significant positive impact on the Lending
Test.

e  WFBNA'’s use of flexible products has a positive impact on the Lending Test;

e Excellent level of CD investments that are responsive to AA needs;

e Retail delivery systems are unreasonably inaccessible to portions of the AA; and

e WFBNA is a leader in providing CD services that are responsive to the needs of the bank’s AA.

Description of Institution’s Operations in Chicago MMSA AA

WFBNA delineated two AAs within the Chicago-Naperville, IL-IN-WI CSA. Refer to Appendix A for
a complete description of the AA. These areas were combined, analyzed, and presented at the CSA
level with an AA name of Chicago MMSA. WFBNA has $8.2 billion of deposits in the Chicago
MMSA AA, representing 0.6 percent of adjusted deposits. The Chicago MMSA AA represents the 21"
largest rated area by deposits. In the Chicago MMSA AA, WFBNA ranked 12" out of 175 depository
institutions with 2.2 percent market share. The top three banks within the MMSA in terms of deposits
were JPMorgan Chase Bank with 22.3 percent, BMO Harris Bank with 12.7 percent, and Bank of
America with 8.9 percent. All three banks have substantially larger branching networks. WFBNA
operates only 11 branches and 10 ATMs within the Chicago MMSA AA, representing 0.2 percent of the
bank’s branches and 0.08 percent of the bank’s ATMs. In comparison to the low percentage of deposits
and branching network, the bank originated and purchased approximately $51 billion in loans, or 2.7
percent of total bank loan originations and purchases during the evaluation period. The bank’s primary
loan products in the Chicago MMSA AA is home mortgage loans and small loans to businesses.

Demographic Data

The following table provides a summary of the demographics that include housing and business
information for the Chicago MMSA AA. Table A indicates that the volume of OOUs is very small in
low-income CTs and over 38 percent of families in the AA are LMI. The area’s median housing value
in the Chicago MMSA AA is 3.3 times the MSA median income but 4.2 times moderate-, and 6.7 times

3 This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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low-income, indicating a limited proportion of OOUs are affordable to LMI individuals. Median rents
and the high percentage of families below poverty level suggest rental housing is also unaffordable for
many low-income residents.

Table A - Demographic Information of the Assessment Area
Assessment Area: Chicago-Naperville IL-IN CSA (2016)

: " Low Moderate Middle Upper NA*
0.3

Geographies (Census Tracts) 2,042 125 23.2 32.8 31.2

Population by Geography 8,698,076 8.6 23.1 34.9 88K3 0.1
Housing Units by Geography 3,460,494 9.2 22.2 35.4 33.2 0.0
Owner-Occupied Units by Geography 2,121,923 3.7 17.5 38.7 40.1 0.0
Occupied Rental Units by Geography 1,020,041 17.2 30.3 30.9 21.6 0.0
Vacant Units by Geography 318,530 20.2 27.6 27.6 24.6 0.0
Businesses by Geography 470,366 4.2 154 33.6 46.7 0.1
Farms by Geography 8,615 2.3 12.3 45.2 40.2 0.0
Family Distribution by Income Level 2,092,487 221 16.8 19.7 41.4 0.0
Household Distribution by Income Level 3,141,964 24.3 15.9 17.9 41.9 0.0
Median Family Income MSA - 16974 Chicago- $72,196 | Median Housing Value $288,277
Naperville-Arlington Heights, IL MD

Median Family Income MSA - 20994 Elgin, IL $76,576 Median Gross Rent $946
MD

Median Family Income MSA - 29404 Lake $86,241 | Families Below Poverty Level 9.0%
County-Kenosha County, IL-WI MD

Median Family Income MSA - 33140 Michigan $56,679

City-La Porte, IN MSA

Source: 2010 U.S. Census and 2016 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

Chicago-Naperville-Elgin, IL-WI MSA

According to the May 2018 Moody’s Analytics report, the Chicago economy is maturing but
underperforming the nation and other major metro areas and divisions. Slower job growth partly reflects
a tighter labor market with job creation ahead of labor force gains and wage growth accelerating. The
City of Chicago welcomed a record 55 million visitors in 2017. Vacationers and business travelers are
flocking to the area’s hotels, restaurants, recreation facilities, and entertainment venues, and tourism
offerings are expanding on multiple fronts. The city is popular with tourists and the downtown job and
real estate markets are flourishing but beyond the city center, the secular decline of manufacturing and
quality of life issues are eroding the population base.

The apartment building boom has spread beyond Chicago’s urban core to the suburbs while the single-
family market is more of a mixed story. Sales of existing homes are rising, but new residential
construction is struggling to make headway. With soft demand for new homes, builders are putting up
just one-quarter as many units as they were before the recession and construction growth is uneven.
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The major economic drivers for the MMSA are professional and business services, education and health
services, and government. The largest employers in the Chicago MMSA includes Advocate Health Care
System, Northwestern Memorial Healthcare, and University of Chicago. According to the U.S BLS, the
unemployment rate for the second quarter of 2018 was 4.6 percent and has decreased significantly from
9.3 percent at the beginning of the evaluation period. The unemployment rate in the AA was slightly
higher than the overall States of Illinois (3.7 percent).

Michigan City-La Porte, IN MSA

According to the October 2018 Moody’s Analytics report, Michigan City MSA is in a protracted slump
and is still in a recession having never recovered from the Great Recession. Payroll employment is 2
percent below where it began the decade and is the lowest since the mid-1980. The oversize factory
sector has been a key source of job creation in Michigan City. Together, primary metals, industrial
machinery and food processing account for 60 percent of factory jobs. Local government also faces a tough
road ahead as the loss of residents undermines tax revenue.

The outlook for the housing market is bleak. Sales of existing homes have increased but at the level
below the national and state averages. The major economic drivers for the MSA are government, retail
trade, and education and health services. The largest employers in the Michigan City MSA includes La
Porte Regional Health Systems, Blue Chip Hotel & Casino, and St. Anthony Memorial Health Center.
According to the U.S. BLS, the unemployment rate for the fourth quarter of 2018 was 4.2 percent and has
decreased significantly from 9.8 percent at the beginning of the evaluation period. The unemployment rate
in the AA was slightly higher than the overall State of Indiana (3.2 percent).

Community Contact

The analysis takes into consideration comments provided by 14 community contacts that serve the
bank’s Chicago MMSA AA. Five of the community contacts represent affordable housing and fair
housing policies in LMI areas. Three of the community contacts represent Economic Development
Corporations in the AA. One community contact is a non-profit Community Development Financial
Institution (CDFI). The remaining five community contacts provide a vast array of community
development services targeted to LMI people and communities in the AA.

The long-standing source of living wage employment in the six county Chicago region, especially for
people without college degrees and in some cases, without high school diplomas, was once dominated
by manufacturing industries with several located in south suburban Cook County and in the City of
Chicago. These types of industries have largely disappeared over the decades with few exceptions.
Declining manufacturing jobs combined with mortgage crisis and loss of affordable housing due to
gentrification has led to the displacement of LMI populations.

The CDFI contact serves eight locations in the AA where it has offices; the city of Chicago, South
Suburban Cook County, and Elgin, IL. The community contact stated that the lending arm of the
organization holds a disproportionate share of the single-family mortgage market in LMI communities.
The interviewee cited the example of the Roseland neighborhood on the south side of Chicago, where in
the past year the non-profit originated 15 of 35 home mortgages made in the community. The
community contact stated that a nonprofit CDFI should not have a 43 percent market share of mortgages
in the AA and indicates that banks are not lending in the area.
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One contact stated that based on nationwide CRA data, small business lending by conventional banks
has declined in the AA since the 2008-09 recession, especially for loans of less than $100K.

All five housing agency contacts serving various part of the AA noted a significant need for affordable
housing. Community contacts noted that affordable housing remains the most difficult challenge for
LMI families in the AA. Many have pretty decent credit scores but their income does not qualify them
for a mortgage. The cost of single-family housing is high and LMI people have difficulty saving for a
down payment and closing costs. What housing they do qualify for is in such poor repair that the scope
of repairs makes them unaffordable, yet the communities near concentrations of low-wage jobs have a
good mix of homes. Home values in LMI areas in the city of Chicago and in the south suburbs continue
to lag, and comparable sales can be difficult to find as many sales in LMI neighborhoods continue to be
for cash. One affordable housing community contact noted real estate developers are purchasing multi-
family buildings in the assessment area and increasing rents making housing unaffordable to LMI people
that live there. This has had a negative effect on LMI families and communities resulting in the
displacement of LMI people from their communities and some end up in homeless shelters. The contact
went on to state that banks should not receive CRA credit for financing multifamily buildings in LMI
communities. The lack of ready, conventional financing by banks for home purchases suppresses home
sales and depresses real estate values.

Considering the information from the community contacts, bank management, and demographic and
economic data, affordable housing and small business loans represent the primary credit needs for the
Chicago MMSA AA. Opportunity exists to originate these types of loans throughout the AA; however,

it is limited in the low-income geographies as reflected by the small proportion of OOUs and small
businesses coupled with limited home affordability for LMI individuals.

Scope of Evaluation in Chicago MMSA AA

The rating for the Chicago MMSA AA is based on a FS evaluation of the bank’s performance in the
Chicago-Naperville, IL-IN-WI CSA. A limited portion of the bank’s overall lending, investments, and
services were conducted in the Chicago CSA AA; therefore, the performance in the MMSA received
less weight in determining the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN CHICAGO
MMSA AA

LENDING TEST
The bank’s performance under the Lending Test in the Chicago MMSA AA is rated Outstanding.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the Chicago MMSA AA is excellent.

Lending Activity

Based on the tables below, lending levels reflect excellent responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and
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CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.

Number of Loans
Home Small Small Community

Assessment Area | Mortgage | Business Farm Development Total

Chicago MMSA 207,607 21,740 227 47 229,621
Dollar Volume of Loans (000°s)

Home Small Small Community

Assessment Area Mortgage Business Farm Development Total
Chicago MMSA $49,713,871 $1,518,459 $31,122 $145,604 $51,409,056

WFBNA ranked 12th in deposits with 2.2 percent market share in the AA. In overall HMDA lending,
WFBNA ranked second with 7.8 percent market share. There is strong competition as reflected by the
870 lenders and 175 depository institutions in the AA. The top lender in this market was JPMorgan
Chase Bank with a 10.2 percent market share.

In small loans to businesses, WFBNA ranked 15th with a market share of 1.2 percent. The top three
lenders were JPMorgan Chase Bank with a market share of 20.0 percent, American Express with a
market share of 18.1 percent, and Citibank with a market share of 9.3 percent.

Distribution of Loans by Income Level of the Geography
The bank exhibits a good geographic distribution of loans in its AA.

Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
good.

e [For 2012-2016, the proportion of home mortgage loans in LMI geographies substantially meets
the aggregate distribution of loans in those geographies.

e The proportion of loans in low-income geographies is well below the proportion of OOUs and in
moderate-income geographies is below the proportion of OOUs in those geographies.

e Based on the bank’s performance in 2017-2018, the bank’s home mortgage lending is slightly
below the combined performance in 2012-2016.

Small Loans to Businesses

Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to businesses for this evaluation is excellent.

43



Charter Number: 1

e For 2012-2016, the proportion of the bank’s small business loans in LMI geographies exceeds
the aggregate distribution of loans in those geographies.

e The proportion of loans in low-income geographies is below the proportion of businesses and in
moderate-income geographies is near to the proportion of businesses located in those
geographies.

e Based on the bank’s small business lending in 2017-2018, the bank’s small business lending is
slightly below the combined performance in 2012-2016.

Distribution of Loans by Income Level of the Borrower

The bank exhibits a good distribution of loans among individuals of different income levels and
businesses of different sizes.

Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrower’s distribution of home mortgage loan originations and purchases for this evaluation is
good.

e There are homeownership affordability hurdles in the AA especially for LMI borrowers. As
noted above, the area’s median housing value is 6.7 times the income of low-income borrowers
and 4.2 times the income of moderate-income borrowers indicating a limited proportion of
OOUs are affordable to LMI individuals. Despite the affordability challenges, the bank’s overall
home mortgage lending in 2012-2016 period to LMI borrowers exceeds the aggregate lending.

e The bank’s overall home mortgage lending to low-income borrowers is significantly below the
proportion of families and lending to moderate-income borrowers is below the proportion of
families.

e Based on the bank’s home mortgage lending in 2017-2018, the bank’s home mortgage lending is
slightly less than the combined performance in 2012-2016.

Small Loans to Businesses

Refer to Table in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue is good.

e For 2012-2016 and 2017-2018 time periods, the bank’s distribution of small loans to businesses
with revenues of $1 million or less exceeds the aggregate small business lending data for
businesses with revenues of $1 million or less and is well below the percentage of small
businesses located in the AA.

Community Development Lending

The institution is a leader in making CD loans.
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The Lending Activity Tables, shown above, set forth the information and data used to evaluate the
institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.

The level of CD lending in the Chicago MMSA AA is excellent. WFBNA made 47 CD loans in its AA
for a total of $145 million, which represents over 15.7 percent of tier 1 capital. CD lending performance
has a significantly positive impact on the lending test rating. The institution makes significant use of
innovative and/or complex CD loans and involved many complex projects where the bank often acted in
a leadership role. Thirty-nine loans totaling $128 million (83 percent) were for the primary purpose of
affordable housing. Affordable housing is a critical CD need in the bank’s Chicago CSA AA.
Additionally, the bank extended seven CD loans for $6.4 million for the primary purpose of economic
development as well as one CD loan totaling $10 million for revitalization and stabilization of the AA.

Examples of CD loans in the AA include:

e In March 2015, WFBNA provided a $25 million line of credit to a Tax Credit Investment Fund
of which, $1.5 million directly benefits the AA by financing an affordable housing development
located in Chicago, IL. The loan proceeds were used to bridge the gap between the receipt of
capital contributions from investors and the payment of equity investments to operating
partnerships that own LIHTC projects.

e In August 2018, WFBNA provided a $28 million loan for an affordable housing development
located in Chicago, Illinois. The development consists of 32 efficiency units, 110 one-bedroom
units, and 10 two-bedroom units with 100 percent of the total units restricted to tenants earning
no more than 60 percent of area MFI. Rent are supported by a 20-year Section 8 HAP Contract
that will go into effect at loan closing.

e InJune 2018, WFBNA provided a $10 million line of credit for an organization that helps
communities thrive by creating opportunities for low-income communities and people with
disabilities. The organization is a mission-driven lender, real estate consultant, and developer
and is the largest nonprofit CDFI in the Midwest. Funds were used to provide financing for
nonprofit facilities in Illinois, including the Chicago MMSA AA. According to its website, as of
March 2016, the purpose of the line of credit reflects the Community Development purpose of
revitalization/stabilization.

e During the evaluation period, WFBNA provided three grants totaling $775,000 as a part of the
Small Business DCC program benefiting small businesses in the Chicago MMSA AA. Refer to
the comments in the institution Innovative or Flexible Lending Programs section of this public
evaluation for additional details regarding this program.

Product Innovation and Flexibility

The institution makes extensive use of innovative and/or flexible lending practices in order to serve AA
credit needs. The bank held a NeighborhoodLIFT event in the Chicago MMSA AA in August 2018
with more than 690 potential homebuyers attending the event and more than 190 homebuyers utilizing
the down payment assistance ($15,000) to purchase a home. Of the 190, WFBNA originated 78 home
mortgage loans totaling $11 million. Under the yourFirstMortgage loan program the bank has funded
266 loans totaling $35 million to LMI homebuyers that qualified under this program.

Refer to the comments in the institution Innovative or Flexible Lending Practices section of this
performance evaluation for additional details regarding these programs.
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INVESTMENT TEST

The bank’s performance under the Investment Test in the Chicago MMSA AA is rated Outstanding.

Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the Chicago MMSA AA is excellent.

Qualified Investments

Prior Period* Current Period Total Unfunded
Assessment Commitments**
Area # $(000’s) # $(000’s) # | % of Total # $(000’s) % of # $(000’s)
Total $
Chicago 3 $14,856 376 | $294,474 | 379 100.0 $309,330 100.0
MMSA

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.

The institution has an excellent level of qualified CD investments and grants, often in a leadership
position, particularly those that are not routinely provided by private investors. The current and prior
period investments dollar volume represents 33.4 percent of adjusted tier 1 capital allocated to the AA.

The institution exhibits excellent responsiveness to credit and community economic development needs
identified in the AA, including affordable housing, community services, economic development, and
revitalization/stabilization for LMI individuals and geographies. Over 98 percent of the dollar volume
of the bank’s current and prior period investment focused on affordable housing which is a primary
credit need in the AA. Additionally, the bank provided 343 grants totaling $15.5 million to a variety of
organizations that primarily support affordable housing, community services, economic development,
and revitalization/stabilization for LMI individuals and geographies.

The institution makes significant uses of innovative and/or complex investments to support CD
initiatives. CD Investments involved many complex LIHTC projects where the bank often acted in a
leadership role with participations from federal, state, local housing agencies, and real estate developers.
Additionally, the bank purchased numerous government mortgage-backed securities for the CD
Investment portfolio.

Examples of CD investments in the AA include:

e In September 2013, WFBNA invested $65.9 million in a National Community Investment
corporation of which $15.9 million was allocated to a development located in Chicago, Illinois
that provides 75 affordable housing units restricted to tenants earning no more than 60 percent of
the area MFI. This corporation is a nonprofit Chicago-based affiliate of the Local Initiatives
Support Corporation and one of the nation's leading LIHTC syndicators of LIHTC. Since
inception, they have played an integral role in creating affordable housing options, revitalizing
communities, and strengthening local economies.

e In April 2015, WFBNA provided an $83 million investment for the acquisition and rehabilitation
of a 628-unit LIHTC affordable housing development. This development is located in a low-
income census tract in the Old Town section of Chicago, Illinois, and is comprised of 10 five-
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SERVICE TEST

Charter Number:

story buildings covering an entire city block. The property was originally built in 1929 and is
listed on the National Register of Historic Places, which qualifies this project for Historic Tax
Credits. The development is designated for families earning up to 80 percent of the area MFI.
e WFBNA provided several grants totaling $775,000 through the Small Business DCC Program
which takes an innovative approach to address challenges diverse small business owners face
when starting or growing their business. The grants were made as a part of the DCC program
benefiting small businesses in Chicago. Refer to the comments in the institution Innovative or
Flexible Lending Practices section of this public evaluation for additional details regarding this

The institution’s performance under the Service Test in the Chicago MMSA AA is rated Needs to

Improve.

Based on a FS review, including the data in the tables below and consideration of performance context

discussed in the service test, the bank’s performance in the Chicago MMSA AA is poor.

Retail Banking Services

Service delivery systems are unreasonably inaccessible to portions of the AA, particularly LMI

geographies and/or individuals. The tables below are shown as of December 31, 2018 to be consistent

with other rated areas. On November 30, 2018, the bank sold its only branch in a low-income

geography to Flagstar Bank. The branch sale was part of a larger transaction where Flagstar Bank
purchased 52 branches in Illinois, Indiana, Michigan, Ohio, and Wisconsin. The branch was re-branded
as Flagstar branches upon closing of the transaction. Flagstar intends to keep all branches and retain all

employees. Since the branch was in operation during the majority of the evaluation time period the

branch is evaluated and included in the analysis below.

Distribution of Branch Delivery System

Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each

Assessment Area BANK Rated Income of Geographies (%) Geography *
Area Deposits in | Branches Area

AA Branches Low Mod | Mid Upp | Low | Mod Mid Upp

in AA

Chicago 100.0 11 100.0 0.0 0.0 36.4 | 63.6 10.0 | 235 31.6 34.6
MMSA

* May not add up to 100 percent due to geographies with unknown tract income level and rounding. Population in census tracts with
income unknown represent 0.3 percent in the AA

Distribution of Branch Openings/Closings

Net change in Location of Branches
# of Branch | # of Branch (+or-)
Assessment Area Openings Closings
Low Mod Mid | Upper NA
Chicago MMSA AA 2 1 0 0 0 +1 0
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As of November 30, 2018, WFBNA operated 12 branches and 10 ATMs in the Chicago MMSA AA. Of
these branches, nine are full-service locations and three are limited-service branches. There is one
branch in a low-income geography and no branches in moderate-income geographies. The branch
distribution in low-income geographies is near to the percentage of the population in low-income
geographies and branch distribution in moderate-income geographies is significantly below the
percentage of the population in the moderate-income geographies in the AA. The bank operates one
branch within close proximity to LMI geographies; however, the bank’s branch distribution did not
improve when compared to demographics.

The institution’s opening and closing of branches have not affected the accessibility of its delivery
systems, particularly in LMI geographies and/or to LMI individuals. The bank opened two branches in
upper-income geographies. The bank subsequently closed one of the new branches in an upper-income

geography.

Services, including where appropriate, business hours, do not vary in a way that inconveniences the
various portions of its AA, particularly LMI geographies and/or individuals. While there are slight
variations in opening and closing times, all branches are open Monday through Friday from 9:00 am to
5:00 pm with one branch opening at 8:00 am and seven branches closing at 6:00 pm. Seven of 12
branches are also open on Saturdays from 9:00 to 2:00 pm and one branch open from 9:00 am to noon.
All WFBNA services are available at all branches and all delivery systems discussed bank-wide are
available in this AA.

Community Development Services

The institution is a leader in providing CD services.

The level of CD services in the Chicago MMSA AA is excellent. Bank records show that employees
provided their financial or job-specific expertise and/or technical assistance for 118 CD service activities
to 34 organizations since the last evaluation, logging a total of 482 qualified hours within this AA. A
majority (86 percent) of the bank’s assistance was to organizations that provide community services to
LMI individuals and families. Other activities targeted affordable housing (13 percent) and economic
development (1 percent). The bank’s financial assistance provided was responsive to the identified
needs in the AA particularly affordable housing. The following are examples of CD services provided
in this AA:

e A WFBNA team member provided 18 hours of Board service to an affordable housing
organization that preserves affordable homeownership by repairing the homes of low-income
elderly and disabled individuals ensuring their health and safety.

e Ten WFBNA team members provided financial education at a school, where according to the
NCES, the free- and reduced-lunch program participation rate is 99.0 percent.
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Multistate Metropolitan Statistical Area Rating

Columbus-Auburn-Opelika, GA-AL CSA (Columbus MMSA AA)

CRA rating for the Columbus MMSA AA*: Satisfactory
The Lending Test is rated: High Satisfactory
The Investment Test is rated: Needs to Improve
The Service Test is rated: High Satisfactory

The major factors that support this rating include:

Excellent level of lending activity;

Adequate geographic distribution of loans;

Good borrower distribution of loans;

Adequate level of CD loans;

WFBNA'’s use of flexible products has a neutral impact on the Lending Test;
e Poor level of CD investments;

e Retail delivery systems are readily accessible to all portions of the AA; and
e Adequate CD services.

Description of Institution’s Operations in Columbus MMSA AA

WFBNA delineated two AAs within the Columbus-Auburn-Opelika, GA-AL CSA. Refer to Appendix
A for a complete description of the AA. These areas were combined, analyzed, and presented at the
CSA level with an AA name of Columbus MMSA. The Columbus MMSA AA represents the 41th
largest rated area in terms of deposits. WFBNA has $1.1 billion of deposits in the Columbus MMSA
AA representing 0.1 percent of adjusted deposits. WFBNA ranked second with 9.3 percent market share
out of 30 depository institutions in the AA. The top bank within the MMSA in terms of deposits was
Synovus Bank with 49.9 percent market share. WFBNA operates 14 branches and 37 ATMs within the
Columbus MMSA AA, representing 0.3 percent of the bank’s branches and 0.3 percent of the bank’s
ATMs. In comparison to the percentage of deposits and branching network, the bank originated and
purchased $2.4 billion in loans, or 0.1 percent of total loans originations and purchases during the
evaluation period. The bank’s primary loan products in the Columbus MMSA AA are home mortgage
and small loans to businesses.

Demographic Data

The following table provides a summary of the demographics that include housing and business
information for the Columbus MMSA AA. The table shows that the volume of OOUs is very small in
low-income tracts and over 40 percent of families in the AA are LMI. The area’s median housing value
in the Columbus MMSA AA is 2.3 times the MSA median income but 2.8 times moderate-, and 4.6
times low-income, indicating a limited proportion of OOUs are affordable to LMI residents. Median

4This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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rents and the high percentage of families below poverty level suggest rental housing is also unaffordable
for many low-income residents.

Table A - Demographic Information of the Assessment Area
Assessment Area: Columbus-Auburn-Opelika GA-AL CSA

Low Moderate Middle Upper

Geographies (Census Tracts) 114 28.6 39.0 18.1

Population by Geography 462,998 6.1 25.1 42.9 24.5 1.3
Housing Units by Geography 195,909 6.9 26.0 41.7 24.1 1.3
Owner-Occupied Units by Geography 95,697 25 20.9 44.4 31.9 0.2
Occupied Rental Units by Geography 73,699 11.7 30.7 39.4 16.1 2.1
Vacant Units by Geography 26,513 9.2 31.4 38.0 18.4 2.9
Businesses by Geography 23,122 6.2 26.1 40.1 27.0 0.6
Farms by Geography 729 3.0 22.4 44.0 30.0 0.5
Family Distribution by Income Level 109,673 23.2 171 18.3 41.4 0.0
Household Distribution by Income Level 169,396 25.9 14.9 16.2 43.0 0.0
Median Family Income MSA - 12220 Auburn- $61,141 Median Housing Value $139,340
Opelika, AL MSA

Median Family Income MSA - 17980 $53,554 Median Gross Rent $814

Columbus, GA-AL MSA

Families Below Poverty Level 14.6%

Source: 2015 ACS Census and 2018 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

Auburn-Opelika, AL MSA

According to the December 2018 Moody’s Analytics report, Auburn’s economy is on firmer ground.
The metro area remains at risk of a recession, but recent data is very promising. Job growth over the last
three to six months is flying well above the Alabama and U.S. rates and year ago growth of 2 percent is
the fourth highest in the state.

Auburn is a college town, home to Auburn University. Auburn University creates a significant
international presence within the community with 1,639 international students enrolled and 1,100
international employees. Many other foreign nationals live and work in the community with an
estimated two of three residents from other parts of the country. Auburn's economy centers on Auburn
University and providing university-affiliated services. Auburn University employs 4,300 people, or
roughly one-quarter of the Auburn’s total workforce. In addition, the federal and state government
employs 2,400 Auburn residents in positions generally connected with the university. Some 8,500
employees are in service sector jobs. Auburn's industrial base is built around mid-size, high-tech
manufacturing and research firms. Auburn has one industrial park and four technology parks where
main areas of industrial focus are manufacturing of small engines, automotive wheels, fuel cells, plastic
injection technology, and vehicle armor.
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According to the U.S. BLS, the unemployment rate for the fourth quarter of 2018 was 3.7 percent and
has decreased significantly from 6.8 percent at the beginning of the evaluation period. The
unemployment rate in the AA was slightly higher than the overall State of Alabama (3.5 percent) during
the same period.

Columbus, GA-AL MSA

According to the April 2018 Moody’s Analytics report, the Columbus economy is making strides and
edging closer to the middle of the pack among its Georgia peers. Construction and manufacturing are
spearheading the robust gains with near six percent year-over-year increase in payrolls in the first
quarter along with lifting goods-producing employment to its highest level since 2008. The rapid pace
of factory job additions will not last as durable manufacturers employ more than half of the Columbus’
factory workers. Fierce competition and demand fatigue could limit sales growth and hiring along with
import tariffs on aluminum and steel as inputs in production are another hurdle in the outlook. Outside
of leisure/hospitality and education/healthcare, private services are detracting from job growth.

The outlook for the housing market is worse than average in coming years with lagging demographics.
With a better job mix and tightening labor market, bigger pay gains help make up for modest job growth
and driving faster increases in labor income, which helped lift single-family existing-home sales to a 12-
year high. Longer term, persistent outmigration of the young and educated will limit gains due to better
job and wage alternatives in neighboring Auburn, AL and Atlanta, GA. Household formation and home
sales are expected to fall in 2019. Low inventory has been a hurdle nationally and the Columbus
MMSA is no exception. Home sales have slowed but a lack of supply is preserving upward pressure on
prices.

The major economic drivers for the MMSA are defense, manufacturing, and financial services. The
largest employers in the Columbus MMSA includes the U.S. Fort Benning, TSYS, AFLAC Inc., and
Kia Motors Manufacturing. Earlier cutbacks at top employer Fort Benning is easing up and job
prospects improved. According to the U.S. BLS, the unemployment rate for the first quarter of 2018
was 5.3 percent and decreased significantly from 9.2 percent at the beginning of the evaluation period.
The unemployment rate in the AA was slightly higher than both the overall States of Georgia (3.7
percent) and Alabama (3.5 percent) during the same period.

Community Contact

The analysis takes into consideration comments provided by a community contact for the City of
Auburn (Auburn) that serves the bank’s Columbus MMSA AA. The contact represents a municipal
Community Development Office.

The City of Auburn established a Community Development Block Grant (CDBG) in 2000 and utilizes
the funds for a broad range of capital projects to preserve and develop a viable community, principally
to benefit LMI residents. The CDBG program is a flexible program that provides communities with
resources from the U.S. Department of Housing and Urban Development (HUD) to address a wide range
of unique community development needs. The Community Development Division of Economic
Development administers the daily operation of the CDBG program, including the provision of decent,
safe, and sanitary housing by funding housing rehabilitation, constructing new affordable housing units,
reconstructing units, and demolishing abandoned and dilapidated structures in residential areas. Auburn
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also uses CDBG funds to revitalize LMI residential areas by improving infrastructure and public
facilities with resources allocated to local non-profit organizations to subsidize supportive services.

Federal programs, such as CDBG and Urban Development Action Grants allow Auburn to bring
substandard houses up to standard and build new houses for first-time homeowners. The Community
Development Division's efforts aid LMI citizens through a variety of programs, such as the Affordable
Housing Program and mortgage subsidies from the Revolving Loan Fund (RLF). Auburn also funded
the Northern Auburn Housing Development, an affordable housing developer. According to the City of
Auburn representative, the economy has been good for the last twenty years and noted limited
opportunities for local banks to assist apart from some helping with homeowner education.

Considering the information from the community contact, bank management, and demographic and
economic data, affordable housing is the primary credit need of the AA. Opportunity exists to originate
these types of loans throughout the AA; however, it is limited in the low-income geographies as
reflected by the small proportion of OOUs and small businesses coupled with limited home affordability
for low-income individuals. The AA also has CD needs including small business and economic
development as well as job training and financial education particularly for LMI individuals.

Scope of Evaluation in Columbus MMSA AA

The rating for the Columbus MMSA AA is based on a FS evaluation of the bank’s performance in the
combined Columbus-Auburn-Opelika, GA-AL CSA. The Columbus MMSA AA represents a limited
portion of the bank’s overall lending, investments, and services; therefore, the performance in the
MMSA received less weight in determining the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN COLUMBUS
MMSA AA

LENDING TEST

The bank’s performance under the Lending Test in the Columbus MMSA AA is rated High Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the Columbus MMSA AA is good.

Lending Activity

Based on the tables below, lending levels reflect excellent responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and
CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.

Number of Loans

Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Columbus MMSA 12,619 3,528 59 2 16,208
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Dollar Volume of Loans (000°s)
Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Columbus MMSA | $2,225,639 $173,749 $2,530 $12,409 $2,414,327

WFBNA ranked second in deposits with 9.3 percent market share in the AA. In overall HMDA lending,
WFBNA ranked first with 9.0 percent market share. There is strong competition as reflected by the 345
lenders and 30 depository institutions in the AA. In terms of mortgage lending market share, the
number two lender in the market was Renasant Bank with 6.6 percent.

In small loans to businesses, WFBNA ranked fourth with a market share of 6.9 percent. The top three
lenders were American Express with a market share of 20.1 percent, Synovus Bank with a market share
of 8.3 percent, and Citibank with a market share of 7.0 percent.

Distribution of Loans by Income Level of the Geography
The bank exhibits an adequate geographic distribution of loans in its AA.
Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
adequate.

e The bank’s performance in both periods, 2012-2016 and 2017-2018, for home mortgage loans in
low-income geographies is well below the aggregate distribution of loans and is significantly
below the proportion of OOUs in those geographies.

e The proportion of loans in moderate-income geographies is below the aggregate distribution of
loans and is well below the proportion of OOUs in those geographies.

Small Loans to Businesses

Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to businesses for this evaluation is good.

e The bank’s performance in both periods, 2012-2016 and 2017-2018, for small business loans in
low-income geographies is below both the aggregate performance and the proportion of
businesses located in those geographies.

e The proportion of loans in moderate-income geographies exceeds the aggregate distribution of
loans and is near to the proportion of businesses located in those geographies.

Distribution of Loans by Income Level of the Borrower

The bank exhibits a good distribution of loans among individuals of different income levels and
businesses of different sizes.
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Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrower distribution of home mortgage loan originations and purchases for this evaluation is
good.

e The Columbus MMSA AA has homeownership affordability hurdles especially for low-income
borrowers. As noted above, the area’s median housing value is 4.6 times the income of low-
income borrowers indicating a limited proportion of OOUs are affordable to low-income
individuals. Despite the affordability challenges, the bank’s overall home mortgage lending to
LMI borrowers in both periods, 2012-2016 and 2017-2018, substantially meets the aggregate
distribution of loans.

e The bank’s performance for lending to low-income borrowers is significantly below the
proportion of families and lending to moderate-income borrowers is below the proportion of
families.

Small Loans to Businesses

Refer to Table R in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue is
excellent.

e For the 2012-2016 period, the bank’s distribution of small loans to businesses with revenues of
$1 million or less exceeds the aggregate small business lending data for businesses with revenues
of $1 million or less and is near to the percentage of small businesses located in the AA.

e The bank’s small business lending in 2017-2018 is slightly lower than the combined
performance in 2012-2016.

Community Development Lending

The institution has made an adequate level of CD loans.

The Lending Activity Tables, shown above, set forth the information and data used to evaluate the
institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.

The level of CD lending in the Columbus MMSA AA is adequate. WFBNA made two CD loans
totaling $12.4 million in its AA, which represents 10.5 percent of allocated tier 1 capital. Although the
bank only originated two loans during the six-year time period, the loans represented a significant
amount of tier 1 capital. Both CD loans were for the primary purpose of affordable housing, which is a
critical CD need in the bank’s AA.

Examples of CD loans in the AA include:
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o In October 2018, WFBNA provided a $12.3 million loan for an affordable LIHTC housing
development located in Phoenix City, Alabama with 98.8 percent of the units restricted to tenants
earning no more than 60 percent of the area MFI.

+ In April 2015, WFBNA renewed a $79,000 term loan for a multifamily housing development
located in a moderate-income census tract in Columbus, GA. The development consists of 12
two-bedroom units with 100 percent of the actual rent rates below the 2015 Fair Market Rent for
the area and 100 percent of the units affordable to tenants earning between 44 and 60 percent of
the 2015 area MFI of $58,200.

Product Innovation and Flexibility

The institution makes limited use of innovative and/or flexible lending practices in order to serve AA
credit needs. Under the yourFirstMortgage loan program the bank funded 21 loans totaling $1.9 million
to LMI homebuyers that qualified under this program. Refer to the comments in the institution
Innovative or Flexible Lending Programs section of this performance evaluation for additional details
regarding this program.

INVESTMENT TEST

The bank’s performance under the Investment Test in the Columbus MMSA AA is rated Needs to
Improve.

Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the Columbus MMSA AA is poor.

Qualified Investments
Prior Period* Current Period Total Unfunded
Assessment Commitments**
Area # | $(000s) # $(000’s) # | % of Total # $(000’s) % of # $(000’s)
Total $
Columbus 5 $322 66 $810 71 100.0 $1,132 100.0
MMSA

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.

The institution has a poor level of qualified CD investments and grants, but not in a leadership,
particularly those that are not routinely provided by private investors. The current and prior period
investments dollar volume represents only 1.0 percent of tier 1 capital allocated to the AA.

The institution exhibits poor responsiveness to credit and community economic development needs
identified in the AA. There are opportunities available within the AA for the bank to provide CD
investments; however, the bank opted to make a majority of the CD investment in smaller grants within
the AA. The bank provided 65 grants totaling $750,000 to a variety of organizations that primarily
support affordable housing, community services, economic development, and revitalization/stabilization
for LMI individuals and geographies. Of the total investments, the bank allocated 65 percent of the
dollar volume of the bank’s current and prior period investment for affordable housing, which is an
identified credit need in the AA.
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The institution rarely uses innovative and/or complex investments to support CD initiatives.

e In May 2015, WFBNA provided a $4.8 million investment in a government single-family
mortgage backed security, of which $59,200 directly benefits LMI borrowers in the AA. Refer

to the comments in the institution Community Development Initiatives section of this public
evaluation for additional details regarding this program.

e In October 2017, WFBNA provided two grants totaling $160,000 to two local housing
organizations as part of the PMP for affordable housing in the Columbus MMSA AA. Refer to

the comments in the institution Innovative or Flexible Lending Programs section of this public

evaluation for additional details regarding this program.

SERVICE TEST

The institution’s performance under the Service Test in the Columbus MMSA AA is rated High

Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the service test, the bank’s performance in the Columbus MMSA AA is good.

Retail Banking Services

Service delivery systems are readily accessible to geographies and individuals of different income levels
in the institution’s AA.

Distribution of Branch Delivery System

Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each

Assessment Area BANK Rated Income of Geographies (%) Geography*
Area Deposits in | Branches Area

AA Branches Low Mod | Mid Upp | Low | Mod Mid Upp

in AA

Columbus 100.0 14 100.0 14.3 28.6 | 429 | 143 6.1 25.1 42.9 24.5
MMSA

* May not add up to 100 percent due to geographies with unknown tract income level and rounding. Population in census tracts with

income unknown represent 1.4 percent the AA.

Distribution of Branch Openings/Closings
Net change in Location of Branches
# of # of Branch (+or-)
Assessment Area Branch Closings*
Openings
Low Mod Mid Upper
Columbus MMSA 0 -4 0 -1 -1 -1

* Net change may not add up to total # of branch closings due to geographies with unknown tract income level.
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As of December 31, 2018, WFBNA operates 14 branches and 37 ATMs in the Columbus MMSA AA.
All of these branches are full-service locations. There are 6 branches in the LMI geographies. The
branch distribution in LMI geographies exceeds the percentage of the population in LMI CTs in the AA.
When considering an additional five branches within close proximity to LMI geographies, the bank’s
distribution further exceeds demographics.

The institution’s opening and closing of branches have not affected the accessibility of its delivery
systems, particularly in LMI geographies and/or to LMI individuals. The bank closed four branches
including one in each of the moderate-income, middle-income, and upper-income geographies. An
additional branch was closed in a geography with unknown tract income level. The bank did not open
any new branches. The branch closure in the moderate-income geography did not negatively impact the
distribution of branches relative to the population residing in LMI geographies.

Services, including where appropriate, business hours, do not vary in a way that inconveniences the
various portions of its AA, particularly LMI geographies and/or individuals. Generally, branches are
open Monday through Friday from 9:00 am to 6:00 pm. Nine of the 14 branches are open on Saturdays
from 9:00 am to 1:00 pm. All WFBNA services are available at all branches and all ADS discussed
bank-wide are available in this AA.

Community Development Services

The institution provides an adequate level of CD services.

The level of CD services in the Columbus MMSA AA is good. Bank records show that employees
provided their financial or job-specific expertise and/or technical assistance for 136 CD service activities
to 40 organizations since the last evaluation, logging a total of 304 qualified hours within this AA. A
majority of the bank’s assistance was to organizations that provide community services to LMI
individuals and families. Other activities targeted affordable housing and economic development. The
following are examples of CD services provided in this AA:

e A WFBNA team member provided 4 hours of financial education at a community organization
that provides affordable housing in the Columbus region by developing, revitalizing, and
managing contemporary housing communities.

e WFBNA team members provided 11 hours of financial education at a private, non-profit
community action agency whose purpose is to reduce the cause and conditions of poverty. This
agency provides opportunities and assistance to residents within an eight-county area of the
lower Chattahoochee Valley including Chattahoochee, Clay, Harris, Muscogee, Quitman,
Randolph, Stewart, and Talbot.
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Multistate Metropolitan Statistical Area Rating

Davenport-Moline-Rock Island, IA-1L MSA (Davenport MMSA AA)

CRA rating for the Davenport MMSA AA®: Satisfactory
The Lending Test is rated: High Satisfactory
The Investment Test is rated: Needs to Improve
The Service Test is rated: High Satisfactory

The major factors that support this rating include:

Adequate lending activity;

Good distribution of loans by borrower profile;

Good geographic distribution of loans;

Poor level of CD loans;

WFBNA'’s use of flexible products has a neutral impact on the Lending Test;
Poor level of CD investments;

Retail delivery systems are readily accessible to all portions of the AA; and
Adequate CD services.

Description of Institution’s Operations in Davenport MMSA AA

WFBNA delineated one AA within the Davenport MMSA AA and includes the Davenport-Moline-Rock
Island, IA-IL MSA. Refer to Appendix A for a complete description of the AA. WFBNA has $1.3
billion of retail deposits in the Davenport MMSA AA representing 0.1 percent of adjusted deposits. The
Davenport MMSA AA represents the 40th largest rated area in terms of deposits. In the Davenport
MMSA AA, WFBNA ranked second out of 35 institutions with 15.5 percent market share. The top
bank within the MMSA in terms of deposits is Quad City Bank and Trust Company with a slightly
higher 15.6 percent deposits. WFBNA operates 12 branches and 18 ATMs within the Davenport
MMSA AA, representing less than 0.1 percent of the bank’s branches and less than 0.1 percent of the
bank’s ATMs. In the Davenport MMSA, the bank originated and purchased $1.4 billion in loans, or 0.1
percent of total loan originations and purchases during the evaluation period. The bank’s primary loan
products in the Davenport MMSA is home mortgage loans and small business loans.

Demographic Data

The following table provides a summary of the demographics that include housing and business
information for the Davenport MMSA AA. The table shows that the volume of OOUs is very small in
low-income tracts and over 38 percent of families in the AA are LMI. The area’s median housing value
in the Davenport MMSA AA is twice the MSA median income but 2.5 times moderate-, and four times
low-income, indicating a limited proportion of OOUs are affordable to low-income residents. Median

5 This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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rents and the high percentage of families below poverty level suggest rental housing is also unaffordable
for many low-income residents.

Table A - Demographic Information of the Assessment Area
Assessment Area: Davenport-Moline-Rock Island IA-IL (2016)

Low Moderate Middle Upper

Geographies (Census Tracts) 7.7 20.2 52.9 19.2
Population by Geography 379,690 4.9 17.0 55.9 22.3 0.0
Housing Units by Geography 166,127 5.3 17.2 56.7 20.8 0.0
Owner-Occupied Units by Geography 111,153 2.3 141 59.3 24.3 0.0
Occupied Rental Units by Geography 42,914 10.7 24.0 52.0 13.3 0.0
Vacant Units by Geography 12,060 13.7 21.8 49.9 14.7 0.0
Businesses by Geography 21,302 8.6 13.7 50.2 275 0.0
Farms by Geography 1,429 0.8 5.2 68.9 25.1 0.0
Family Distribution by Income Level 99,444 19.9 18.6 21.9 39.6 0.0
Household Distribution by Income Level 154,067 23.3 16.8 184 41.5 0.0
Median Family Income MSA - 19340 $61,723 Median Housing Value $124,621
Davenport-Moline-Rock Island, IA-IL MSA

Families Below Poverty Level 8.5%

Median Gross Rent $625

Source: 2010 U.S. Census and 2016 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

According to the June 2018 Moody’s Analytics report, Davenport’s economy has lost the momentum it
had at the start of 2018. Payroll employment has moved sideways this year and job growth over the last
six months trails the state and national averages. Wage pressures are modest, and the housing market is
not faring much better. Existing single-family home sales are flat, which is keeping a lid on new
residential construction. Major area employers include John Deere, Rock Island Arsenal, and Genesis
Health Systems.

Davenport will remain one of lowa’s weakest economies in 2019. Manufacturing will hold its own,
while military spending will safeguard against federal government job losses. Longer term, poor
population trends and a lack of secondary drivers will ensure Davenport is a perennial underperformer.
According to the U.S. BLS, the MSA unemployment rate as of June 2018 was 3.8 percent, down from
6.9 percent at the beginning of the evaluation period. The MSA unemployment rate was lower than the
State of Illinois at 4.7 percent and higher than the State of lowa at 2.6 percent during the same period.
Community Contact

The analysis takes into consideration comments provided by three community contacts that serve the
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bank’s Davenport MMSA AA. One organization focuses on economic development, one organization
provides community service, and one organization promotes the coordination of and building the
capacity of housing development throughout Scott County.

The organization providing community service serves the City of Rock Island. The contact indicated
that the community’s biggest needs are to promote growth of residential areas and redevelopment of the
City of Rock Island. There is a lot of older housing stock that needs to be rehabilitated.

The housing service organization in Scott County indicated that people in the City of Rock Island
earning 60 percent of the area MFI are having a hard time finding rental housing. The area needs to
promote entrepreneurship, small business advice, and low interest loans for small businesses. The area
had an increase in the number of immigrants and refugees seeking services but are not aware of the
services available.

Considering the information from the community contacts, bank management, and demographic and
economic data, affordable housing and small business loans represent a primary credit need for the
Davenport MMSA AA. Opportunity exists to originate these types of loans throughout the AA,
however, it is limited in the low-income geographies as reflected by the small proportion of OOUs
coupled with limited home affordability for LMI individuals. The AA also has CD needs including
affordable housing and economic development.

Scope of Evaluation in Davenport MMSA AA
The rating for the Davenport MMSA AA is based on a FS evaluation of the bank’s performance in the
Davenport-Moline-Rock Island IA-IL MSA AA. A limited portion of the bank’s overall lending,

investments, and services were conducted in the Davenport MMSA AA, therefore, the performance in
the Davenport MMSA AA received less weight in determining the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN
DAVENPORT MMSA AA

LENDING TEST

The bank’s performance under the Lending Test in the Davenport MMSA AA is rated High Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the Davenport MMSA AA is good.

Lending Activity

Based on the tables below, lending levels reflect adequate responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and
CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.
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Number of Loans

Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Davenport 8,368 3,333 226 12 11,939
MMSA
Dollar Volume of Loans (000’s)

Home Small Small Community

Assessment Area Mortgage Business Farm Development Total

Davenport MMSA | $1,161,728 $233,842 $33,539 $2,635 $1,431,744

WFBNA ranked second in deposits with 15.6 percent market share in the AA. In overall HMDA
lending, WFBNA ranked third with 5.2 percent market share. Although WFBNA’s HMDA market
share is lower than its deposit market share, lending competition was significantly stronger, reflected by
the 273 lenders, than competition for deposits, where there were only 35 depository institutions. The top
two lenders in the market were IH Mississippi Valley Credit Union with 9.8 percent market share and
Vibrant Credit Union with 6.8 percent market share.

In small loans to businesses, WFBNA ranked fifth with a market share of 8.0 percent. The top three
lenders were US Bank with a market share of 17.3 percent, American Express with a market share of
12.3 percent, and Capital One with a market share of 10.0 percent.

Distribution of Loans by Income Level of the Geography
The bank exhibits a good geographic distribution of loans in its AA.

Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
good.

e For 2012-2016, the proportion of home mortgage loans in LMI geographies substantially meets
the aggregate distribution of loans.

e The proportion of loans in low-income geographies is well below the proportion of OOUs and in
moderate-income geographies is below the proportion of OOUs in those geographies.

e The bank’s home mortgage lending in 2017-2018 is slightly below the combined performance in
2012-2016.

Small Loans to Businesses
Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the

geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to businesses for this evaluation is good.
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e For both 2012-2016 and 2017-2018 periods, the proportion of the bank’s small business loans in
low-income geographies substantially meets the aggregate distribution of loans and is near to the
proportion of businesses located in those geographies.

e The proportion of loans in moderate-income geographies is below both the aggregate distribution
of loans and the proportion of businesses located in those geographies.

Distribution of Loans by Income Level of the Borrower

The bank exhibits a good distribution of loans among individuals of different income levels and
businesses of different sizes in its AA.

Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrower distribution of home mortgage loan originations and purchases for this evaluation is
good.

e The Davenport MMSA AA has homeownership affordability hurdles especially for low-income
borrowers. As noted above, the area’s median housing value is four times the income of low-
income borrowers indicating a limited proportion of OOUs are affordable to low-income
borrowers. Despite the affordability challenges, the bank’s overall home mortgage lending to
LMI borrowers in both 2012-2016 and 2017-2018 periods substantially meets the aggregate
distribution of loans.

e The bank’s performance in lending to low-income borrowers is well below the proportion of
families and lending to moderate-income borrowers exceeds the proportion of families.

Small Loans to Businesses

Refer to Table R in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue is good.

e For 2012-2016, the percentage of small loans to businesses originated or purchased exceeds the
aggregate small business lending data for businesses with revenues of $1 million or less and is
below the percentage of small businesses located in the AA.

e The bank’s small business lending in 2017-2018 exceeds the performance in 2012-2016.

Community Development Lending

The institution has made a poor level of CD loans.
The Lending Activity Tables, shown above, set forth the information and data used to evaluate the

institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.
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The level of CD lending in the Davenport MMSA AA is poor. WFBNA made 12 CD loans in its AA
for a total of $2.6 million, which represents 1.8 percent of allocated tier 1 capital. CD lending
performance has a neutral impact on the lending test rating. None of the CD loans addressed affordable
housing, which is a critical lending need in the AA. All CD loans were for the purpose of community
services to LMI individuals.

Examples of CD loans in the AA include:

e In February 2016, WFBNA provided a $650,000 working capital line of credit and renewed the
line of credit in March 2017 for a nonprofit social service provider that provides adoption
services, foster care placement and mediation, counseling services, domestic abuse advocacy,
and employee assistance programs. According to the organization's Controller, 95 percent of
clients are considered LMI individuals as they earn less than 80 percent of the 2016 area MFI.

e In May 2015, WFBNA renewed a $100,000 working capital line of credit for a non-profit
organization that creates fun recreational and learning experiences for children and young adults,
including those with disabilities. The Chief Financial Officer of the organization stated that 51
percent of their clients are considered to be LMI individuals as they earn less than $55,200
annually, which is 80 percent of the 2015 area MFI.

Product Innovation and Flexibility

The institution makes limited use of innovative and/or flexible lending practices in order to serve AA
credit needs. Under the yourFirstMortgage loan program, the bank has funded 40 loans totaling $3.7
million to LMI homebuyers that qualified under this program. Refer to the comments in the institution
Innovative or Flexible Lending Programs section of this performance evaluation for additional details
regarding this program.

INVESTMENT TEST

The bank’s performance under the Investment Test in the Davenport MMSA AA is rated Needs to
Improve.

Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the Davenport MMSA AA is poor.

Qualified Investments

Prior Period* Current Period Total Unfunded
Assessment Commitments
Area *x

# | $(000’s) | # $(000’s) # | % of Total # $(000’s) % of # | $(000’s)

Total $

Davenport 13 $3,526 | 53 $1,360 66 100.0 $4,886 100.0
MMSA

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.
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The institution has a poor level of qualified CD investments and grants, but not in a leadership,
particularly those that are not routinely provided by private investors. The current and prior period
investments dollar volume represents 3.4 percent of tier 1 capital allocated to the AA.

The institution exhibits adequate responsiveness to credit and community economic development needs
identified in the AA. Of the total investments, the bank allocated virtually all of the dollar volume of the
bank’s current and prior period investment for affordable housing, which is a primary credit need in the
AA. Additionally, the bank provided 46 grants totaling $476,000 to a variety of organizations that
primarily support affordable housing, community services, and economic development to assist LMI
individuals and geographies.

The institution rarely uses innovative and/or complex investments to support CD initiatives. CD
investments consisted of government mortgage-backed securities and grants.

Examples of CD investments in the AA include:

e In September 2016, WFBNA purchased a $15.7 million government single-family mortgage
backed security, of which $173,835 directly benefits the AA. Refer to the comments in the
institution Community Development Initiatives section of this public evaluation for additional
details regarding this program.

e During the exam timeframe, WFBNA provided two grants totaling $100,000 to two housing
organizations as a part of the PMP for affordable housing in the Davenport MMSA AA. Refer to
the comments in the institution Innovative or Flexible Lending Programs section of this public
evaluation for additional details regarding this program.

SERVICE TEST

The institution’s performance under the Service Test in the Davenport MMSA AA is rated High
Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the service test, the bank’s performance in the Davenport MMSA AA is good.

Retail Banking Services

Service delivery systems are readily accessible to geographies and individuals of different income levels
in the institution’s AA.
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Distribution of Branch Delivery System
Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each
Assessment Area BANK Rated Income of Geographies (%) Geography
Area Deposits in | Branches Area
AA Branches Low Mod Mid Upp Low | Mod Mid Upp
in AA
Davenport 100.0 12 100.0 8.3 16.7 | 75.0 0.0 2.3 22.4 56.4 18.9
MMSA

As of December 31, 2018, WFBNA operates 12 branches and 18 ATMs in the Davenport MMSA AA.
All of these branches are full-service locations. There is one branch in a low-income geography and two
branches in moderate-income geographies. The branch distribution in low-income geographies exceeds
the percentage of the population in low-income geographies and branch distribution in moderate-income
geographies is near to the percentage of the population in moderate-income geographies in the AA.
When considering an additional two branches within close proximity to LMI geographies, the bank’s
distribution exceeds demographics.

Distribution of Branch Openings/Closings

Net change in Location of Branches
Assessment Area # of Branch # of Branch (+or-)
Openings Closings
Low Mod Mid Upp
Davenport MMSA 0 4 -1 0 -2 -1

The institution’s opening and closing of branches have not affected the accessibility of its delivery
systems, particularly in LMI geographies and/or to LMI individuals. The bank closed four branches
since the last evaluation. Of these branches, one was located in a low-income CT. This branch closure
did not negatively impact the distribution of branches relative to the population residing in LMI
geographies.

Services, including where appropriate, business hours, do not vary in a way that inconveniences the
various portions of its AA, particularly LMI geographies and/or individuals. Generally, branches are
open Monday through Friday from 9:00 am to 5:00 pm. Of the total branches, 11 are also open on
Saturdays from 9:00 am to 12:00 pm. All WFBNA services are available at all branches and all ADS
discussed bank-wide are available in this AA.

Community Development Services

The institution provides an adequate level of CD services.

The level of CD services in the Davenport MMSA AA is adequate. Bank records show that employees
provided their financial or job-specific expertise and/or technical assistance for 170 CD service activities
to 27 organizations since the last evaluation, logging a total of 238 qualified hours within this AA. A
majority of the bank’s assistance was to organizations that provide community services to LMI
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individuals and families. Other activities targeted affordable housing and economic development. The
following are examples of CD services provided in this AA:

e A WFBNA team member provided 12 hours of Board service to a nonprofit housing
organization that works in partnership with people in need to build decent and affordable
housing.

e A WFBNA team member provided 24 hours of Board service to a local community organization

that works to preserve affordable homeownership by repairing the homes of low-income elderly
and disabled individuals.
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Multistate Metropolitan Statistical Area Rating
Fargo-Wahpeton, ND-MN CSA (Fargo MMSA AA)

CRA rating for the Fargo MMSA AA®: Outstanding
The Lending Test is rated: Outstanding
The Investment Test is rated: Outstanding
The Service Test is rated: Outstanding

The major factors that support this rating include:

e Good lending activity;

e (Good geographic distribution of loans;

o Excellent borrower distribution of loans;

e WFBNA is a leader in providing CD loans, which has a significant positive impact on the Lending
Test;

e WFBNA’s use of flexible products has a neutral impact on the Lending Test;

e Excellent level of CD investments that are responsive to AA needs;

e Retail delivery systems are readily accessible to all portions of the AA; and

e Good level of CD services that are responsive to the needs of the bank’s AA.

Description of Institution’s Operations in Fargo MMSA AA

WFBNA delineated two AAs within the Fargo-Wahpeton, ND-MN CSA. Refer to Appendix A for a
complete description of the AA. These areas were combined, analyzed, and presented at the CSA level
with an AA name of Fargo MMSA. WFBNA has $858 million of retail deposits in the Fargo MMSA
AA representing 0.1 percent of adjusted deposits. The Fargo MMSA AA represents the 44th largest
rated area in terms of deposits. In the Fargo MMSA AA, WFBNA ranked second out of 31 depository
institutions with 10.5 percent market share. The top bank within the MMSA in terms of deposits is Bell
Bank with 35.8 percent deposits. WFBNA operates seven branches and 11 ATMs within the Fargo
MMSA AA, representing less than 0.1 percent of the bank’s branches and less than 0.1 percent of the
bank’s ATMs. In the Fargo MMSA AA, the bank originated and purchased $1.8 billion in loans, or 0.1
percent of total bank loan originations and purchases during the evaluation period. The bank’s primary
loan products in the Fargo MMSA AA is home mortgage loans and small business loans.

Demographic Data

The following table provides a summary of the demographics that include housing and business
information for the Fargo MMSA AA. Table A shows that the volume of tracts, population, OOUs, and
farms is very small in the low-income tracts and close to 36 percent of families in the AA are LMI. The
area’s median housing value in the Fargo MMSA AA is twice the MSA median income, but 2.7 times

6 This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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moderate-, and four times low-income, indicating a limited proportion of OOUs are affordable to low-
income residents.

Table A - Demographic Information of the Assessment Area
Assessment Area: Fargo-Wahpeton ND-MN CSA (2016)

hic Ch Low Moderate | Middle Upper
Demographic Characteristics % of # % of # % of # % of # % of#

Geographies (Census Tracts) 3.8 13.5 61.5 21.2
Population by Geography 225,098 4.2 11.9 56.8 27.2 0.0
Housing Units by Geography 96,831 3.6 14.1 59.1 23.2 0.0
Owner-Occupied Units by Geography 53,949 0.6 8.9 63.0 27.5 0.0
Occupied Rental Units by Geography 37,168 8.2 214 52.9 174 0.0
Vacant Units by Geography 5,714 2.1 5.3 62.8 19.8 0.0
Businesses by Geography 15,438 35 18.6 52.8 25.0 0.0
Farms by Geography 1,300 0.1 3.8 13815 22.6 0.0
Family Distribution by Income Level 53,072 17.9 18.0 24.6 39.6 0.0
Household Distribution by Income Level 91,117 24.0 16.6 17.2 42.1 0.0
Median Family Income MSA - 22020 $67,695 Median Housing Value $142,859
Fargo, ND-MN MSA
Median Family Income Non-MSAs - ND $58,592 Median Gross Rent $599
Families Below Poverty Level 6.1%

Source: 2010 U.S. Census and 2016 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

According to the June 2018 Moody’s Analytics report, Fargo economy’s strength is its relatively low
business costs and high housing affordability. The MSA has an exceptionally tight labor market, which
will act as a limiter on the pace of job growth over the next few quarters of 2018. The increased
competition for workers between Fargo and the nearby competitor, Minneapolis, will remain most
evident in some of Fargo’s most dynamic industries. Major area employers include Sanford Health,
North Dakota State University, and Essentia Health.

Despite its industrial structure being more diverse than the rest of the state, Fargo is still heavily
dependent on farmers and the agricultural industry in general. Though most of the statewide headlines
have focused on the collapse of oil prices in recent years, North Dakota’s farmers have been hurting as
well, to the detriment of the MSA.

The housing market in the Fargo area is currently balanced. Total home sales decreased nearly 6 percent
during the past year but remain higher than the prerecession peak in 2007. According to the U.S. BLS,
Fargo’s unemployment rate as of June 2018 was 2.6 percent, down from 3.5 percent at the beginning of
the evaluation period. The MSA unemployment rate was lower than both the State of Minnesota and the
State of North Dakota at 2.9 percent during the same period.
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Community Contact

The analysis takes into consideration comments provided by a community contact serving the bank’s
Fargo MMSA AA in conjunction with this evaluation. The organization is with the city’s planning &
community development department that operates the community development programs. These
programs include housing rehabilitation grants, a neighborhood rehabilitation program, a micro lending
initiative to new Americans to start businesses, and a public art commission.

In the past five years, Fargo has become a resettlement community for refugees, which has been the
biggest change in demographics. The biggest issue for low-income individuals in Fargo is
homelessness. In the past ten years, the City of Fargo has created new homeless shelters and transitional
housing, but homelessness still remains an issue in Fargo. Another issue is newcomer’s trouble in
accessing credit because they have poor or no credit history. This organization created the micro
lending initiative to assist newcomers to find access to loans to start small businesses.

Considering the information from the community contacts and bank management as well as
demographic and economic data, affordable housing and small business loans represent a primary credit
need for the Fargo MMSA AA. Opportunity exists to originate these types of loans throughout the AA;
however, it is limited in the low-income geographies as reflected by the small proportion of OOUs and
small businesses coupled with limited home affordability for LMI individuals. The AA also has CD
needs for community services to assist with the homelessness.

Scope of Evaluation in Fargo MMSA AA

The rating for the Fargo MMSA AA is based on a FS evaluation of the bank’s performance in the Fargo-
Wahpeton, ND-MN CSA AA. A limited portion of the bank’s overall lending, investments, and
services were conducted in the Fargo MMSA AA; therefore, the performance in the Fargo MMSA AA
received less weight in determining the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN FARGO
MMSA AA

LENDING TEST

The bank’s performance under the Lending Test in the Fargo MMSA AA is rated Outstanding.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the Fargo MMSA AA is excellent.

Lending Activity

Based on the tables below, lending levels reflect good responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and
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CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.

Number of Loans
Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Fargo MMSA 7,187 3,097 1,401 19 11,704

Dollar Volume of Loans (000°s)

Home Small Community
Assessment Area Mortgage Business | Small Farm Development Total
Fargo MMSA $1,219,814 $335,339 $227,480 $20,682 $1,803,315

WFBNA ranked second in deposits with 10.5 percent market share in the AA. In overall HMDA
lending, WFBNA ranked fourth with 6.4 percent market share. There is strong competition as reflected
by the 182 lenders and 31 depository institutions in the AA. The top three lenders in the market were
Gate City Bank with 15.4 percent market share, Bell State Bank & Trust with 9.3 percent market share,
and US Bancorp with 8.4 percent market share.

In small loans to businesses, WFBNA ranked sixth with a market share of 5.9 percent. The top three
lenders were US Bank with a market share of 18.0 percent, Bell Bank with a market share of 16.3
percent, and American Express with a market share of 10.3 percent.

Distribution of Loans by Income Level of the Geography
The bank exhibits good geographic distribution of loans in its AA.

Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
good.

e For both 2012-2016 and 2017-2018 periods, the proportion of home mortgage loans in LMI
geographies substantially meets the aggregate distribution of loans in those geographies.

e The proportion of loans in low-income geographies exceeds the proportion of OOUs and in
moderate-income geographies is below the proportion of OOUs in those geographies.

Small Loans to Businesses

Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to businesses for this evaluation is good.
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e For 2012-2016, the proportion of the bank’s small business loans in low-income geographies is
below both the aggregate distribution of loans and the proportion of businesses located in those
geographies.

e The proportion of loans in moderate-income geographies exceeds both the aggregate distribution
of loans and the proportion of businesses located in those geographies.

e The bank’s small business lending in 2017-2018 is stronger than the performance in 2012-2016.

Small Loans to Farms

Refer to Table S in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to farms for this evaluation is poor.

e For both 2012-2016 and 2017-2018 periods, the proportion of the bank’s small farm loans in
LMI geographies is significantly below both the aggregate distribution of loans and the
proportion of farms located in those geographies.

Distribution of Loans by Income Level of the Borrower

The bank exhibits an excellent distribution of loans among individuals of different income levels and
businesses of different sizes.

Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrower distribution of home mortgage loan originations and purchases for this evaluation is
excellent.

e The Fargo MMSA AA has homeownership affordability hurdles especially for low-income
borrowers. As noted above, the area’s median housing value is four times the income of low-
income borrowers indicating a limited proportion of OOUs are affordable to low-income
borrowers. Despite the affordability challenges, the bank’s overall home mortgage lending to
LMI borrowers in both 2012-2016 and 2017-2018 periods exceeds the aggregate distribution of
loans.

e The bank’s performance to low-income borrowers is well below the proportion of families and
lending to moderate-income borrowers exceeds the proportion of families.

Small Loans to Businesses

Refer to Table R in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue is good.
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e For both 2012-2016 and 2017-2018 periods, the percentage of small loans to businesses
originated or purchased exceeds the aggregate small business lending data for businesses with
revenues of $1 million or less and is well below the percentage of small businesses located in the
AA.

Small Loans to Farms

Refer to Table T in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to farms. The
distribution of the bank’s originations and purchases of small loans to farms by revenue is good.

e For both 2012-2016 and 2017-2018 periods, the percentage of small loans to farms originated or
purchased exceeds the aggregate small farm lending data for farms with revenues of $1 million
or less and is well below the percentage of small farms located in the AA.

Community Development Lending

The institution is a leader in making CD loans.

The Lending Activity Tables, shown above, set forth the information and data used to evaluate the
institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.

The level of CD lending in the Fargo MMSA AA is excellent. WFBNA made 19 CD loans in its AA for
a total of $20.7 million, which represents 21.5 percent of allocated tier 1 capital. CD lending
performance has a significant positive impact on the lending test rating. The institution makes
significant use of innovative and/or complex CD loans and involved many complex projects where the
bank often acted in a leadership role. The majority of these loans were for the primary purpose of
affordable housing, which is a critical CD need in the bank’s AA. The bank made 10 loans totaling
$15.9 million (76.8 percent) for the purpose of affordable housing. Additionally, the bank extended nine
CD loans totaling $4.8 million for the primary purpose of community services to assist LMI individuals.

Examples of CD loans in the AA include:

e In September 2016, WFBNA provided a $3.6 million construction loan for a 39-unit low income
affordable housing development located in a middle-income census tract in Fargo, North Dakota.
The development is comprised of 33 one-bedroom units (of which three are accessible units) and
six two-bedroom units (with three being accessible). All of the units are restricted to seniors age
55 years and above with income at or below 60 percent of area MFI.

e In April 2015, WFBNA renewed a $600,000 working capital line of credit for a non-profit
organization that provides rehabilitative services to individuals to achieve social re-integration.
According to the organization's Administrative Coordinator, an estimated 98 percent of clients
served are considered to be LMI as they earn less than $59,040 annually (80 percent of the 2013
area MFI).
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Product Innovation and Flexibility

The institution makes limited use of innovative and/or flexible lending practices in order to serve AA
credit needs. Under the yourFirstMortgage loan program, the bank has funded 42 loans totaling $6.6
million to LMI homebuyers that qualified under this program. Refer to the comments in the institution
Innovative or Flexible Lending Programs section of this performance evaluation for additional details
regarding this program.

INVESTMENT TEST

The bank’s performance under the Investment Test in the Fargo MMSA AA is rated Outstanding.

Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the Fargo MMSA AA is excellent.

Qualified Investments
Prior Period* Current Period Total Unfunded
Assessment Commitments
Area *x
# | $(000’s) # $(000’s) # | % of Total # $(000’s) % of # | $(000’s)
Total $
Fargo MMSA 1 $52 51 $20,063 52 100.0 $20,115 100.0

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.

The institution has an excellent level of qualified CD investments and grants, often in a leadership
position, particularly those that are not routinely provided by private investors. The current and prior
period investments dollar volume represents 20.9 percent of tier 1 capital allocated to the AA.

The institution exhibits good responsiveness to credit and community economic development needs
identified in the AA, including affordable housing, community services, and economic development for
LMI individuals and geographies. Over 98 percent of the dollar volume of the bank’s current and prior
period investment focused on affordable housing, which is a primary credit need in the AA.
Additionally, the bank provided 47 grants totaling $619,100 to a variety of organizations that primarily
support affordable housing, community services, and economic development to LMI individuals.

The institution makes significant use of innovative and/or complex investments to support CD
initiatives. CD Investments involved many complex LIHTC projects where the bank acted in a
leadership role with participations from federal, state, and local housing agencies and real estate
developers.

Examples of CD investments in the AA include:

e In September 2015, WFBNA invested $3.8 million in a 30-unit LIHTC affordable housing
development located in Fargo, North Dakota. The development consists of 24 one-bedroom
units and six two-bedroom units. Five units will be fully accessible for individuals with
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disabilities. All of the units are affordable to individuals earning between 30 and 60 percent of
the area MFI.

In September 2018, WFBNA provided a $150,000 grant to a nonprofit organization that
coordinates volunteers to preserve affordable homeownership by repairing the homes of low-
income elderly and disabled individuals, providing them with a safe and healthy residence.
According to the organization's Executive Director, 100 percent of its clients are LMI individuals
as they earn less than 80 percent of the area MFI.

During the exam timeframe, WFBNA provided two grants totaling $250,000 to two housing
organizations as a part of the PMP for affordable housing in the Fargo MMSA AA. Refer to the
comments in the institution Innovative or Flexible Lending Programs section of this public
evaluation for additional details regarding this program.

SERVICE TEST

The institution’s performance under the Service Test in the Fargo MMSA AA is rated Outstanding.

Based on a FS review, including the data in the tables below and consideration of performance context

discussed in the service test, the bank’s performance in the Fargo MMSA AA is excellent.

Retail Banking Services

Service delivery systems are readily accessible to geographies and individuals of different income levels
in the institution’s AA.

Distribution of Branch Delivery System
Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each
Assessment Area BANK Rated Income of Geographies (%) Geography*
Area Deposits in | Branches Area
AA Branches Low Mod Mid Upp Low | Mod Mid Upp
in AA
Fargo 100.0 7 100.0 0.0 429 | 429 14.2 0.0 20.4 47.3 30.9
MMSA

* May not add up to 100 percent due to geographies with unknown tract income level and rounding. Population in census tracts with

income unknown represent 2.4 percent in the AA.

Distribution of Branch Openings/Closings

Net change in Location of Branches
Assessment Area # of Branch # of Branch (+or-)
Openings Closings
Low Mod Mid Upp
Fargo MMSA 0 3 -1 0 -2

As of December 31, 2018, WFBNA operates 7 branches and 11 ATMs in the Fargo MMSA AA. All of

the branches are full-service locations. There are no low-income geographies in the AA. The branch
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distribution in moderate-income geographies significantly exceeds the percentage of the population in
moderate-income CTs in the AA.

The institution’s opening and closing of branches have not affected the accessibility of its delivery
systems, particularly in LMI geographies and/or to LMI individuals. The bank closed three branches
since the last evaluation. One of the branches was located in a previously designated low-income CT,;
however, as of the changes to census tract income designations resulting from the 2015 ACS, there are
no longer any low-income geographies in the AA. As such, this branch closure did not negatively
impact the distribution of branches or populations residing in the low-income geographies.

Services, including where appropriate, business hours, do not vary in a way that inconveniences the
various portions of its AA, particularly LMI geographies and/or individuals. Generally, branches are
open Monday through Friday from 9:00 am to 5:00 or 6:00 pm. Four branches are open on Saturdays
from 9:00 am to 12:00 or 1:00 pm. All WFBNA services are available at all branches and all ADS
discussed bank-wide are available in this AA.

Community Development Services

The institution provides a significant level of CD services.

The level of CD services in the Fargo MMSA AA is good. Bank records show that employees provided
their financial or job-specific expertise and/or technical assistance for 56 CD service activities to 12
organizations since the last evaluation, logging a total of 443 qualified hours within this AA. A majority
of the bank’s assistance was to organizations that provide community services to LMI individuals and
families. Other activities targeted affordable housing and economic development. The following are
examples of CD services provided in this AA:

e Several WFBNA team members provided over 300 hours of Board service to a community
organization that provides strategic leadership in community economic development policies,
programs, and projects within the City of Wahpeton and greater Wahpeton area.

e A WFBNA team member provided 40 hours of Board service to a community organization that
is an affiliate of a global organization that utilizes community-led solutions to identify and
resolve community concerns with a primary focus on education, financial stability, and health.
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Multistate Metropolitan Statistical Area Rating
Multistate Metropolitan Statistical Area Rating

Grand Forks, ND-MN MSA (Grand Forks MMSA AA)

CRA rating for the Grand Forks MMSA AA': Outstanding
The Lending Test is rated: Outstanding
The Investment Test is rated: Outstanding
The Service Test is rated: Low Satisfactory

The major factors that support this rating include:

e Excellent lending activity;

e Good geographic distribution of loans;

o Excellent borrower distribution of loans;

e Good level of CD loans, which has a positive impact on the Lending Test;

e WFBNA'’s use of flexible products has a neutral impact on the Lending Test;

e Excellent level of CD investments that are responsive to AA needs;

¢ Retail delivery systems are reasonably accessible to all portions of the AA; and
e Poor level of CD services.

Description of Institution’s Operations in Grand Forks MMSA AA

WFBNA delineated one AA within the Grand Forks MMSA AA. Refer to Appendix A for a complete
description of the AA. WFBNA has $119.8 million of retail deposits in the Grand Forks MMSA AA
representing less than 0.1 percent of adjusted deposits. The Grand Forks MMSA AA represents the 52th
largest rated area in terms of deposits. In the Grand Forks MMSA AA, WFBNA ranked eighth out of 20
institutions with 4.2 percent market share. The top three depository institutions within the MMSA in
terms of deposits market shares were Alerus Financial with 21.8 percent, Bremer Bank with 21.6
percent, and US Bank with 8.9 percent. WFBNA operates two branches and four ATMs within the
Grand Forks MMSA AA, representing less than 0.1 percent of the bank’s branches and less than 0.1
percent of the bank’s ATMs. In the Grand Forks MMSA, the bank originated and purchased $415.6
million in loans or less than 0.1 percent of total bank loan originations and purchases during the
evaluation period. The bank’s primary loan products in the Grand Forks MMSA are home mortgage
loans and small business loans.

Demographic Data
The following table provides a summary of the demographics that include housing and business

information for the Grand Forks MMSA AA. Table A shows that the volume of tracts and OOUs is
very small in the low-income tracts and close to 38 percent of families in the AA are LMI. The area’s

" This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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median housing value in the Fargo MMSA AA is twice the MSA median income, but 2.5 times
moderate-, and four times low-income, indicating a limited proportion of OOUs are affordable to low-
income individuals. Median rents and the significant percentage of families below poverty level suggest
rental housing is also unaffordable for many low-income residents.

Table A - Demographic Information of the Assessment Area
Assessment Area: Grand Forks ND-MN MSA (2016)

D hic Ch Low |Moderate| Middle | Upper
emographic Characteristics wof#| %of# | %of# | % of # %of#

Geographies (Census Tracts) 17.9 67.9 10.7
Population by Geography 98,461 5.3 16.9 65.8 12.1 0.0
Housing Units by Geography 43,641 2.2 19.8 67.6 104 0.0
Owner-Occupied Units by Geography 23,556 0.5 17.2 67.3 14.9 0.0
Occupied Rental Units by Geography 15,467 4.9 24.9 64.6 5.6 0.0
Vacant Units by Geography 4,618 1.9 15.7 79.0 3.4 0.0
Businesses by Geography 6,305 2.2 19.2 67.2 114 0.0
Farms by Geography 875 0.2 11.3 83.5 49 0.0
Family Distribution by Income Level 22,957 195 18.3 24.2 37.9 0.0
Household Distribution by Income Level 39,023 25.8 15.0 17.3 41.9 0.0
Median Family Income MSA - 24220 Grand $64,258 Median Housing Value $127,851
Forks, ND-MN MSA

Median Gross Rent $625

Families Below Poverty Level 8.1%

Source: 2010 U.S. Census and 2016 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

According to the June 2018 Moody’s Analytics report, Grand Forks’ economy is dependent on the
public sector and agriculture. The public sector includes the University of North Dakota and Grand
Forks Air Force base, which is a major advantage during an economic downturn and helped Grand
Forks outperform much of the state during the oil bust of the past few years.

Despite the stability afforded by the public sector, Grand Forks’ economy is still set to have a lot of
volatility in its employment numbers due to the impact of the trade war on its agriculture sector and its
high concentration of personal service jobs in its private services sector. Outside of the public sector no
single industry carries more sway over the economy than agriculture. Farm incomes have been severely
depressed over the past several years because of falling crop prices and a trade impacting North Dakota
farmers given their interconnectivity with markets in Canada and China. Major area employers include
University of North Dakota, Altru Health System, and Grand Forks Air Force Base.

Average home sale prices in Grand Forks have been relatively flat during the past several years and the

amount of available housing stock has increased. The According to the U.S. BLS, Grand Forks’
unemployment rate as of June 2018 was 2.9 percent, down from 4.3 percent at the beginning of the
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evaluation period. The MSA unemployment rate was comparable to both the State of Minnesota and
North Dakota at 2.9 percent.

Community Contact

The analysis takes into consideration comments provided by two community contacts that serve the
bank’s Grand Forks MMSA AA. One organization is with a housing finance agency that offers
affordable home financing to LMI families and ensures the continued availability of suitable rental
housing for households of modest means. The other organization provides permanently affordable home
ownership opportunities to LMI persons in Grand Forks MMSA AA using community land trusts.

The population of Grand Forks is growing due to a number of factors. These factors include: 1) skilled
workers that serve the oil fields in northwest ND have moved to Grand Forks because housing near the
oil fields is very scarce, 2) the number of students at the University of North Dakota has increased by
more than 20 percent in the last 10 years, from 13,000 in 2006 to 16,000 students today, which increases
the demand for rental housing, and 3) the Grand Forks refugee population from Bhutan and Somalia is
growing. Grand Forks faces a critical need for affordable housing due to its growing population,
relatively stagnant income, increased housing cost including rental cost, and new construction of
apartments and single-family homes has not kept up with the increase in population.

Considering the information from the community contacts and bank management as well as
demographic and economic data, affordable housing represents a primary credit need for the Grand
Forks MMSA AA. Opportunity exists to originate these types of loans throughout the AA; however, it
is limited in the low-income geographies as reflected by the small proportion of OOUs and small
businesses coupled with limited home affordability for LMI individuals.

Scope of Evaluation in Grand Forks MMSA AA
The rating for the Grand Forks MMSA AA is based on a FS evaluation of the bank’s performance in the
Grand Forks ND-MN MSA. A limited portion of the bank’s overall lending, investments, and services

were conducted in the Grand Forks MMSA AA; therefore, the performance in the Grand Forks MMSA
AA received less weight in determining the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN GRAND
FORKS MMSA AA

LENDING TEST
The bank’s performance under the Lending Test in the Grand Forks MMSA AA is rated Outstanding.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the Grand Forks MMSA AA is excellent.

Lending Activity
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Based on the tables below, lending levels reflect excellent responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and
CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.

Number of Loans

Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Grand Forks 2,188 513 54 1 2,756
MMSA

Dollar Volume of Loans (000’s)

Home Small Community
Assessment Area Mortgage Business | Small Farm | Development Total
Grand Forks $374,483 $35,588 $5,514 $5,317 $420,902
MMSA

WFBNA ranked eighth in deposits with 4.2 percent market share in the AA. In overall HMDA lending,
WFBNA ranked second with 9.1 percent market share. There is strong competition as reflected by the
134 lenders and 20 depository institutions in the AA. The top lender in the market was Gate City Bank
with a 12.7 percent market share.

In small loans to businesses, WFBNA ranked ninth with a market share of 3.9 percent. The top two
lenders were US Bank with a market share of 19.1 percent and Bremer Bank with a market share of 12.6
percent.

Distribution of Loans by Income Level of the Geography
The bank exhibits good geographic distribution of loans in its AA.
Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
good.

e For both 2012-2016 and 2017-2018 periods, the proportion of home mortgage loans in low-
income geographies is significantly below both the aggregate distribution of loans and the
proportion of OOUs in those geographies. However, less weight was given to WFBNA’s
performance in low-income geographies because of the very small proportion of the bank’s
tracts, loans, and OOUs in low-income geographies.

e The proportion of loans in moderate-income geographies substantially meets the aggregate
distribution of loans and is near to the proportion of OOUs in those geographies.
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Small Loans to Businesses

Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to businesses for this evaluation is adequate.

e For both 2012-2016 and 2017-2018 periods, the proportion of the bank’s small business loans in
low-income geographies is significantly below both the aggregate distribution of loans and the
proportion of businesses located in those geographies.

e The proportion of loans in moderate-income geographies substantially meets the aggregate
distribution of loans and is near to the proportion of businesses located in those geographies.

Distribution of Loans by Income Level of the Borrower

The bank exhibits an excellent distribution of loans among individuals of different income levels and
businesses of different sizes.

Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrower distribution of home mortgage loan originations and purchases for this evaluation is
excellent.

e The Grand Forks MMSA AA has homeownership affordability hurdles especially for low-
income borrowers. As noted above, the area’s median housing value is four times the income of
low-income borrowers indicating a limited proportion of OOUs are affordable to low-income
borrowers. Despite the affordability challenges, the bank’s overall home mortgage lending to
LMI borrowers in 2012-2016 exceeds the aggregate distribution of loans.

e The bank’s performance for lending to low-income borrowers is well below the proportion of
families and lending to moderate-income borrowers exceeds the proportion of families.

e The bank’s home mortgage lending in 2017-2018 is slightly below the performance in 2012-
2016.

Small Loans to Businesses

Refer to Table R in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue is good.

e For both 2012-2016 and 2017-2018 periods, the percentage of small loans to businesses

originated or purchased exceeds the aggregate small business lending data for businesses with
revenues of $1 million or less and is below the percentage of small businesses located in the AA.
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Community Development Lending
The institution has made a relatively high level of CD loans.

The Lending Activity Tables, shown above, set forth the information and data used to evaluate the
institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.

The level of CD lending in the Grand Forks MMSA AA is good. WFBNA made only one CD loan in its
AA for $5.3 million, which represents 39.5 percent of allocated tier 1 capital. Although the bank only
originated one loan during the six-year time period, the loan represented a significant amount of tier 1
capital due to its size. As such, CD lending performance has a positive impact on the lending test rating.
The loan was for the purpose of affordable housing, which is a critical CD need in the bank’s AA.

An example of a CD loan in the AA includes:

e In December 2017, WFBNA provided a $5.3 million construction loan for an affordable housing
development located in Crookston, Minnesota. The development contains 12 two-bedroom units
and 18 three-bedroom units, and all of the units are restricted to households with income at or
below 60 percent of area MFI. Four units will be designated for long-term homeless.

Product Innovation and Flexibility

The institution makes limited use of innovative and/or flexible lending practices in order to serve AA
credit needs. Under the yourFirstMortgage loan program, the bank has funded 12 loans totaling $1.7
million to LMI homebuyers that qualified under this program. Refer to the comments in the institution
Innovative or Flexible Lending Programs section of this performance evaluation for additional details
regarding this program.

INVESTMENT TEST

The bank’s performance under the Investment Test in the Grand Forks MMSA AA is rated Outstanding.

Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the Grand Forks MMSA AA is excellent.

Qualified Investments

Prior Period* Current Period Total Unfunded
Assessment Commitments
Area *x

# $(000’s) # $(000’s) # | % of Total # $(000’s) % of # | $(000’s)

Total $

Grand Forks 3 $553 9 $6,457 12 100.0 $7,010 100.0
MMSA

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.
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The institution has an excellent level of qualified CD investments and grants, often in a leadership
position, particularly those that are not routinely provided by private investors. The current and prior
period investments dollar volume represents 52.1 percent of tier 1 capital allocated to the AA.

The institution exhibits excellent responsiveness to credit and community economic development needs
identified in the AA, including affordable housing, community services, and economic development for
LMI individuals and geographies. Over 98 percent of the dollar volume of the bank’s current and prior
period investment focused on affordable housing which is a primary credit need in the AA.
Additionally, seven grants totaling $45,000 were made to a variety of organizations that primarily
support affordable housing and community services.

The institution makes significant use of innovative and/or complex investments to support CD
initiatives. CD Investments involved one new complex LIHTC project and three LIHTC investments
from prior period where the bank acted in a leadership role with participations from federal, state, and
local housing agencies and real estate developers. Additionally, the bank purchased one government
mortgage-backed securities for the CD Investment portfolio.

Examples of CD investments in the AA include:

e In December 2017, WFBNA provided a $6.2 million investment for an affordable housing
LIHTC development located in Crookston, Minnesota. The development consists of 12 two-
bedroom units and 18 three-bedroom units, and all of the units are restricted to households with
income at or below 50 percent of the area MFI. Four units will be designated for long-term
homeless with supportive services provided. This activity is responsive to the identified need for
affordable housing as well as the identified need for addressing homelessness. Wells Fargo also
demonstrated multi-faceted support by providing both the construction loan in the amount of
$5.3 million and equity investment to support this affordable housing development.

e InJune 2015, WFBNA provided a $6.6 million investment in a government single-family
mortgage backed security. The investment amount reported of $196,150 represents the
allocation of a single property located within a LMI area in the AA from the pool of mortgages
under this transaction. Refer to the comments in the institution Community Development
Initiatives section of this public evaluation for additional details regarding this program.

SERVICE TEST

The institution’s performance under the Service Test in the Grand Forks MMSA AA is rated Low
Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the service test, the bank’s performance in the Grand Forks MMSA AA is adequate.

Retail Banking Services

Service delivery systems are reasonably accessible to geographies and individuals of different income
levels in the institution’s AA.
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Distribution of Branch Delivery System

Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each
Assessment Area BANK Rated Income of Geographies (%) Geography
Area Deposits in | Branches Area
AA Branches Low Mod | Mid Upp | Low | Mod Mid Upp
in AA
Grand Forks 100.0 2 100.0 0.0 0.0 | 1000 | 0.0 5.5 20.1 56.4 18.0
MMSA

As of December 31, 2018, WFBNA operates two branches and four ATMs in the Grand Forks MMSA

AA. Both of these branches are full-service locations. There are no branches in LMI geographies and the

branch distribution in LMI geographies is significantly below the percentage of the population in LMI

CTs in the AA. When considering one branch within close proximity to LMI geographies, the bank’s
distribution remains below demographics.

Distribution of Branch Openings/Closings

Net change in Location of Branches
Assessment Area # of Branch # of Branch (+or-)
Openings Closings
Low Mod Mid Upp
Grand Forks MMSA 0 0 0 0 0 0

The bank did not open or close any branches during the evaluation period.

Services, including where appropriate, business hours, do not vary in a way that inconveniences the
various portions of its AA, particularly LMI geographies and/or individuals. Generally, branches are

open Monday through Friday from 9:00 am to 5:00 or 6:00 pm. One branch is also open on Saturdays

from 9:00 am to 1:00 pm. All WFBNA services are available at all branches and all ADS discussed

bank-wide are available in this AA.

Community Development Services

The institution provides a low level of CD services.

Bank records show that employees provided their financial or job-specific expertise and/or technical

assistance for 39 CD service activities to two organizations since the last evaluation, logging a total of

35 qualified hours within this AA. A majority of the bank’s assistance was to one organization that
provides community services to LMI individuals and families. The other technical assistance was to an
organization that targeted economic development within the AA. The following is an example of CD
services provided in this AA:

e A WFBNA team member provided over 30 hours of financial education to an elementary school

located in Grand Forks, ND. According to NCES, the free and reduced lunch program
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participation rate is 65 percent at this elementary school and the qualifying guidelines are at or
below 80 percent of the area’s MFI.
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Multistate Metropolitan Statistical Area Rating

Logan, UT-ID (Logan MMSA AA)

CRA rating for the Logan MMSA AA8: Satisfactory
The Lending Test is rated: Outstanding
The Investment Test is rated: Needs to Improve
The Service Test is rated: High Satisfactory

The major factors that support this rating include:

e Good lending activity;

e Excellent geographic distribution

Excellent borrower distribution of loans;

Good level of CD loans, which has a positive impact on the Lending Test;
WFBNA'’s use of flexible products has a neutral impact on the Lending Test;
Poor level of CD investments;

Retail delivery systems are readily accessible to all portions of the AA; and
Poor level of CD services.

Description of Institution’s Operations in Logan MMSA AA

WFBNA delineated one AA within the Logan, UT-ID MSA. Refer to Appendix A for a complete
description of the AA. WFBNA has $316 million of deposits in the Logan MMSA AA representing 0.01
percent of adjusted deposits. The Logan MMSA AA represents the 49" largest rated area by deposits. In
the Logan MMSA AA, WFBNA ranked 3 out of 10 institutions with a 17.6 percent market share. The
top two depository institutions within the MMSA were ZB National Association with 26.4 percent and
Cache Valley with 21.2 percent market share. WFBNA operates 5 branches and 6 ATMs within the
Logan MMSA AA, representing 0.1 percent of the bank’s branches and 0.01 percent of the bank’s
ATMs. In comparison to the percentage of deposits and branching network, the bank originated and
purchased approximately $656 million in loans or 0.0 percent of total bank loan originations and
purchases during the evaluation period. The bank’s primary loan products in the Logan MMSA AA are
home mortgage and small loans to businesses.

Demographic

The following table provides a summary of the demographics that include housing and business
information for the Logan MMSA AA. Table A shows that the volume of tracts and population is very
small in the low-income tracts and there are also no OOUs within the low-income tracts. Additionally,
thirty eight percent of families in the AA are LMI. The area’s median housing value in the Logan
MMSA AA is 3.2 times the MSA median income, but 4 times moderate-, and 6.4 times low-income,
indicating a limited proportion of OOUs are affordable to LMI individuals.

8This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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Table A - Demographic Information of the Assessment Area
Assessment Area: Logan UT-ID MSA (2016)

hic Ch Low Moderate Middle Upper
Demographic Characteristics % of # % of # % of # % of # %of#

Geographies (Census Tracts) 3.6 25.0 50.0 21.4
Population by Geography 125,442 2.2 26.7 55.4 15.8 0.0
Housing Units by Geography 40,464 15 31.7 51.7 15.0 0.0
Owner-Occupied Units by Geography 24,897 0.0 145 65.4 20.0 0.0
Occupied Rental Units by Geography 13,003 4.3 65.2 25.8 4.7 0.0
Vacant Units by Geography 2,564 2.3 28.5 50.3 18.9 0.0
Businesses by Geography 7,884 14 31.1 49.6 17.9 0.0
Farms by Geography 529 0.0 8.5 79.8 11.7 0.0
Family Distribution by Income Level 28,853 18.8 19.5 22.4 39.2 0.0
Household Distribution by Income Level 37,900 20.5 18.2 20.6 40.8 0.0
Median Family Income MSA - 30860 Logan, $54,558 Median Housing Value $174,794
UT-ID MSA

Median Gross Rent $643

Families Below Poverty Level 10.1%

Source: 2010 U.S. Census and 2016 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

According to the July 2018 Moody’s Analytics report, Logan’s economy is showing few signs of
slowing. Payrolls grew at more than triple the rate of the nation in the second quarter, driven in large
part by a surge in professional/business services. State government has served as the lone weakness
with falling enroliment at Utah State University (USU) as the contributing factor. An improved job mix
is powering average hourly earnings growth to its fastest pace in three years. With wages rising and
homebuilders dialing back, it should come as no surprise that home values are appreciating at a near
double-digit clip since last year.

Logan has a state university and other economic engines. Franklin County has two hospitals that have
been expanded and improved over the last ten years. Logan Regional Hospital and Mountain Star
Medical are the two largest hospitals in the region. Logan added a cancer wing so people no longer need
to go to Salt Lake City.

The outlook for the housing market is above average thanks largely to favorable demographics trends.
Low inventory has been a hurdle nationally, and the Logan MMSA is no exception. Home sales have
slowed but a lack of supply is preserving upward pressure on prices.

The major economic drivers for the MMSA are Food Processing, Healthcare, and USU. The largest

employers in the Logan MMSA includes Utah State University, Logan Regional Hospital, and Swift &
Co. According to the U.S. BLS, the unemployment rate for the second quarter of 2018 was 2.5 percent
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and has decreased from 4.5 percent at the beginning of the evaluation period. The unemployment rate in
the AA was similar to the overall State of Idaho (2.5 percent) and slightly lower than the overall State of
Utah (3.5 percent).

Community Contact

The analysis takes into consideration comments provided by a community contact that serves the bank’s
Logan MMSA AA. The community contact was with a government rural development organization.

According to the community contact, the Logan MSA is located within the Cache Valley which runs
north to south. Franklin County in Idaho is really part of Utah: culturally and economically. There is
more economic activity in Utah. Many people from Idaho drive into Logan, UT to either shop or work.
The drive is 30 minutes or about 30 miles.

The Cache Valley in both Utah and Idaho had been a concentrated dairy area. There remain two dairy
processing plants in Logan, UT. However, with changes in the market, the number of dairy farmers has
declined from about 100 to 17. Though the number of dairy farmers in Cache County has diminished,
those that have remained are much larger. The dairy operations in Franklin County have remained
smaller and more stable.

Smithfield, UT has seen a lot of residential growth because of its proximity to Logan which is the
economic engine of the Valley. Richmond and Lewiston, UT have also seen population growth due to
the number of multi-family rental properties being constructed. This kind of development has yet to
cross the border into Idaho.

Since the financial crisis both single-family and multi-family housing development have bounced back,
and manufacturing has expanded. Most of this development remains on the Utah side of the border.
The Idaho side has not seen much growth in business because people are willing to drive to Logan.

According to the contact, there are several opportunities for banks to participate in community
development, other credit-related projects, or financing programs for affordable housing. There are a
couple neighborhood CDCs in Logan, Idaho Housing and Finance Association (state housing finance
agency) that offers single and multi-family products, as well as economic development products.

Considering the information from the community contacts and bank management as well as
demographic and economic data, affordable housing and small business loans represent a primary credit
need for the Logan MMSA AA. Opportunity exists to originate these types of loans throughout the AA,
however, it is limited in the low-income geographies as reflected by the zero volume of OOUs, small
proportion of population and small businesses coupled with limited home affordability for LMI
individuals. The AA also has CD needs for community services to assist with the homelessness.

Scope of Evaluation in Logan MMSA AA

The rating for the Logan MMSA AA is based on a FS evaluation of the bank’s performance in the
Logan, UT-ID MSA. A limited portion of the bank’s overall lending, investments, and services were
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conducted in the Logan MMSA AA, therefore, the performance in the MMSA received less weight in
determining the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN LOGAN
MMSA AA

LENDING TEST

The bank’s performance under the Lending Test in the Logan MMSA AA is rated Outstanding.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the Logan MMSA AA is excellent.

Lending Activity

Based on the tables below, lending levels reflect good responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and
CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.

Number of Loans
Home Small Small Community
Assessment Area | Mortgage | Business Farm Development Total
Logan MMSA 2,995 1,919 124 2 5,040
Dollar Volume of Loans (000’s)
Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Logan MMSA $530,147 $121,262 $4,669 $5,244 $661,322

WFBNA ranked 3" in deposits with 17.6 percent market share in the AA. In overall HMDA lending,
WFBNA ranked fifth with 5.8 percent market share. Although WFBNA’s HMDA market share is
considerably lower than its deposit market share, lending competition was significantly stronger,
reflected by the 170 lenders, than competition for deposits, where there were only 10 depository
institutions. The top 3 lenders in this market were Guild Mortgage Company with 8.4 percent market
share, Cache Valley Bank with 6.8 percent market share, and US Bancorp Family with a 6.4 percent
market share.

In small loans to businesses, WFBNA ranked 5th with a market share of 8.9 percent. There is strong
competition in the market with approximately 50 lenders within the AA. The top three lenders were
Zions Bank with a market share of 22.9 percent, American Express with a market share of 17 percent,
and JPMorgan Chase Bank with a market share of 10.3 percent.

Distribution of Loans by Income Level of the Geography

The bank exhibits an excellent geographic distribution of loans in its AA.
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Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
excellent.

e [For 2012-2016 period, there are no OOUs in low-income geographies so our assessment focused
on the bank’s performance in the moderate-income geographies.

e [For 2012-2016, the proportion of loans in moderate-income geographies exceeds both the
aggregate distribution of loans and the proportion of OOUs units in those geographies.

e Based on the bank’s performance in 2017-2018, the bank’s home mortgage lending is slightly
lower than the combined performance in 2012-2016.

Small Loans to Businesses

Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to businesses for this evaluation is good.

e For 2012-2016, the proportion of the bank’s small business loans in low-income geographies
exceeds the aggregate distribution of loans and is significantly below the proportion of
businesses in those geographies.

e The proportion of loans in moderate-income geographies substantially meets the aggregate
distribution of loans and is near to the proportion of businesses located in those geographies.

¢ Based on the bank’s performance in 2017-2018, the bank’s small business lending is slightly
below the combined performance in 2012-2016.

Distribution of Loans by Income Level of the Borrower

The bank exhibits an excellent distribution of loans among individuals of different income levels and
businesses of different sizes.

Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrowers distribution of home mortgage loan originations and purchases for this evaluation is
excellent.

e The Logan MMSA AA has homeownership affordability hurdles especially for LMI borrowers.
As noted above, the area’s median housing value is 6.4 times the income of low-income
borrowers and 4 times the income of moderate-income borrowers indicating a limited proportion
of OOUs are affordable to LMI borrowers. Despite the affordability challenges, the bank’s
overall home mortgage lending to LMI borrowers in the 2012-2016 period exceeds the aggregate
distribution of loans.
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e The bank’s performance for lending to low-income borrowers is well below the proportion of
families and lending to moderate-income borrowers exceeds the proportion of families.

e Based on the bank’s performance in 2017-2018, the bank’s home mortgage lending is slightly
lower than the combined performance in 2012-2016.

Small Loans to Businesses

Refer to Table R in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue is good.

e For both the 2012-2016 and 2017-2018 periods, the percentage of small loans to businesses
originated or purchased exceeds the aggregate small business lending data for businesses with
revenues of $1 million or less and is below the percentage of small businesses located in the AA.

Community Development Lending
The institution has made a relatively high level of CD loans.

The Lending Activity Tables, shown above, set forth the information and data used to evaluate the
institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.

The level of CD lending in the Logan MMSA AA is good. WFBNA made only 2 CD loans in its AA
for $5.2 million, which represents over 14.7 percent of tier 1 capital. Although the bank only originated
two loans during the six-year time period, the loans represented a significant amount of tier 1 capital.
As such, CD lending performance has a positive impact on the lending test rating. One CD loan was for
the primary purpose of affordable housing which is a critical CD need in the bank’s AA. The other CD
loan was for economic development.

Examples of CD loans in the AA include:

e In December 2015, WFBNA provided a $4.3 million term loan in conjunction with the SBA's
504 Certified Development Company (CDC) program to assist in the purchase of an owner-
occupied commercial real estate. The CDC program is a long-term financing tool for economic
development within the community.

e InJune 2016, WFBNA provided an extension of a $2.0 million loan for a multifamily housing
development. The loan amount reported of $927,000 represents 47.1 percent of the total loan
amount and is reflective of the proportional amount of the units that will provide below fair-
market rent affordable housing. This development is located in a moderate-income census tract
in Logan, Utah and consists of 36 two-bedroom units and 32 three-bedroom units with 47
percent of the asking rent rates below the 2016 Fair Market Rent for the area and 100 percent of
the units are affordable to tenants earning between 52 percent and 60 percent of the 2016 area
MFI of $57,700.
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Product Innovation and Flexibility

The institution makes limited use of innovative and/or flexible lending practices in order to serve AA
credit needs. Under the yourFirstMortgage loan program, the bank has funded 3 loans totaling $344,000
to LMI homebuyers that qualified under this program. Refer to the comments in the institution
Innovative or Flexible Lending Programs section of this performance evaluation for additional details
regarding this program.

INVESTMENT TEST

The bank’s performance under the Investment Test in the Logan MMSA AA is rated Needs to Improve.

Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the Logan MMSA AA is poor.

Qualified Investments

Prior Period* Current Period Total Unfunded
Assessment Commitments
Area *x
# $(000’s) # $(000’s) # | % of Total # $(000’s) % of # | $(000’s)
Total $
Logan MMSA | 2 $407 26 $759 28 100.0 $1,166 100.0

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.

The institution has a poor level of qualified CD investments and grants, but not in a leadership position,
particularly those that are not routinely provided by private investors. The current and prior period
investments dollar volume represents 3.3 percent of tier 1 capital allocated to the AA.

The institution exhibits poor responsiveness to credit and community economic development needs
identified in the AA. Of the total investments, the bank allocated over 97 percent of the dollar volume
of the bank’s current and prior period investment for affordable housing, which is a primary credit need
in the AA. Additionally, the bank provided 25 grants totaling $183,000 to a variety of organizations that
primarily support affordable housing and community services.

The institution rarely uses innovative and/or complex investments to support CD initiatives.
Examples of CD investments in the AA include:

e In December 2013, WFBNA provided a $5.3 million investment in a single-family mortgage
backed security. The investment amount reported of $576,016 represents the allocation of
property addresses located within LMI geographies from the pool of mortgages under this
transaction. This mortgage-backed security is collateralized by the cash flows from loans
insured or guaranteed by the Federal Housing Administration, Department of Veterans Affairs
Home Loan Program for Veterans, Office of Public and Indian Housing, and the U.S.
Department of Agriculture Rural Development.
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e During the exam period, WFBNA provided 15 separate grants totaling $107,000 to an
organization that creates quality affordable housing opportunities, enhances and stabilizes
communities, and provides households with the skills to become self-sufficient. The
organization’s primary mission is to create independent living environments and to promote self-
sufficiency for under-served markets such as very-low income families, the elderly, persons with
disabilities, and homeowners facing foreclosures.

SERVICE TEST

The institution’s performance under the Service Test in the Logan MMSA AA is rated High
Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the service test, the bank’s performance in the Logan MMSA AA is good.

Retail Banking Services

Service delivery systems are readily accessible to geographies and individuals of different income levels
in the institution’s AA.

Distribution of Branch Delivery System

Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each
Assessment Area BANK Rated Income of Geographies (%) Geography
Area Deposits in | Branches Area
AA Branches Low Mod Mid Upp Low | Mod Mid Upp
in AA
Logan 100.0 5 100.0 20.0 40.0 40.0 0.0 6.1 20.0 46.1 27.8
MMSA
Distribution of Branch Openings/Closings
Net change in Location of Branches
Assessment Area # of Branch # of Branch (+or-)
Openings Closings
Low Mod Mid Upp
Logan MMSA 0 1 0 0 -1 0

As of December 31, 2018, WFBNA operates 5 branches and 6 ATMs in the Logan MMSA AA. All five
branches are full-service locations. There is one branch in a low-income geography and 2 branches in
moderate-income geographies. The branch distribution in LMI geographies significantly exceeds the
percentage of the population in LMI CTs in the AA.

The institution’s opening and closing of branches have not affected the accessibility of its delivery

systems, particularly in LMI geographies and/or to LMI individuals. The bank closed one branch within
a middle-income CT since the last evaluation.
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Services, including where appropriate, business hours, do not vary in a way that inconveniences the
various portions of its AA, particularly LMI geographies and/or individuals. Generally, branches are
open Monday through Thursday from 9:00 am to 5:00 pm. On Fridays, two branches are open from
9:00 am to 5:00 pm and two are open from 9:00 am to 6:00 pm. One branch is open from 10:00 am to
7:00 pm Monday through Friday. Two branches are also open on Saturdays from 9:00 am to 2:00 pm
and one branch is open from 10:00 am to 3:00 pm. All WFBNA services are available at all branches
and all ADS discussed bank-wide are available in this AA.

Community Development Services
The institution provides a low level of CD services.

The level of CD services in the Logan MMSA AA is poor. Bank records show that employees provided
their financial or job-specific expertise and/or technical assistance for four CD service activities to two
organizations since the last evaluation, logging a total of 51 qualified hours within this AA. A majority
of the bank’s assistance was to an organization that provides affordable housing services to LMI
individuals and families. The other activity was to a community organization that provides services to
LMI individuals and families. The following is an example of a CD service provided in this AA:

e Two WFBNA team members provided 49 hours of Board activity services to a local community
organization that helps to create quality affordable housing opportunities, to enhance and
stabilize communities, and to provide households with the skills to become self-sufficient. The
organization works to create independent living environments and to promote self-sufficiency for
under-served markets such as very-low income families, the elderly, persons with disabilities,
and homeowners facing foreclosures.
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Multistate Metropolitan Statistical Area Rating

Memphis, TN-MS MSA (Memphis MMSA AA)

CRA rating for the Memphis MMSA AA?®: Satisfactory
The Lending Test is rated: High Satisfactory
The Investment Test is rated: Low Satisfactory
The Service Test is rated: Low Satisfactory

The major factors that support this rating include:

Excellent lending activity;

Adequate geographic distribution of loans;

Good borrower distribution of loans;

Good level of CD loans, which has a positive impact on the Lending Test;
WFBNA'’s use of flexible products has a neutral impact on the Lending Test;
Adequate level of CD investments;

e Retail delivery systems are reasonably accessible to all portions of the AA; and
e Adequate CD services.

Description of Institution’s Operations in Memphis MMSA AA

WFBNA delineated one AA within the Memphis, TN-MS MSA. Refer to Appendix A for a complete
description of the AA. WFBNA has $511 million deposits in the Memphis MMSA AA, representing
0.04 percent of adjusted deposits and ranked 12" among 51 banks in the AA with 1.6 percent market
share. The top three banks in terms of deposit market share within the MMSA were First Tennessee
with 34.8 percent, Regions Bank with 14.2 percent, and SunTrust Bank with 7.4 percent. All three
banks have larger branching networks than WFBNA. WFBNA operates 8 branches and 12 ATMs
within the Memphis MMSA AA, representing just 0.1 percent of the bank’s branches and 0.1 percent of
the bank’s ATMs. In the Memphis MMSA AA, the bank originated and purchased $6.2 billion in loans
or 0.3 percent of total bank loan originations and purchases during the evaluation period. The bank’s
primary loan products in the Memphis MMSA AA are home mortgage loans and small loans to
businesses.

Demographic Data

The following table provides a summary of the demographics that include housing and business
information for the Memphis MMSA AA. Table A shows that over 39 percent of families in the AA are
LMI. The area’s median housing value in the Memphis MMSA AA is 2.5 times the MSA median
income, but 3.1 times moderate-, and 4.9 times low-income, indicating a limited proportion of OOUs are
affordable to low-income residents. Median rents and the significant percentage of families below
poverty level suggest rental housing is also unaffordable for many low-income residents.

®This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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Table A - Demographic Information of the Assessment Area
Assessment Area: Memphis TN-MS MSA (2016)

D hic Ch Low Moderate | Middle Upper NA*
emographic Characteristics % of # % of # % of # % of # % of #
2.0

Geographies (Census Tracts) 18.4 22.8 28.2 28.6
Population by Geography 1,273,927 12.3 22.8 28.4 36.1 0.4
Housing Units by Geography 528,112 14.5 23.6 28.3 33.6 0.0
Owner-Occupied Units by Geography 302,396 7.4 19.3 29.4 43.9 0.0
Occupied Rental Units by Geography 158,578 22.9 29.1 28.1 20.0 0.0
Vacant Units by Geography 67,138 26.6 30.3 23.7 194 0.0
Businesses by Geography 65,975 8.9 20.1 26.0 44.1 0.8
Farms by Geography 1,887 4.5 22.5 32.3 40.4 0.3
Family Distribution by Income Level 313,447 23.8 16.0 17.8 42.4 0.0
Household Distribution by Income Level 460,974 24.5 15.6 17.0 429 0.0
Median Family Income MSA - 32820 Memphis, $56,100  Median Housing Value $138,401
TN-MS-AR MSA

Median Gross Rent $778

Families Below Poverty Level 14.2%

Source: 2010 U.S. Census and 2016 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

According to the August 2018 Moody’s Analytics report, the Memphis economy is expanding at a
steady pace in line with the nation overall. The major economic drivers for the Memphis MMSA are
logistics, medical centers, and retirees. Memphis is a major transportation hub for the U.S, and home to
FedEx Word Hub making the Memphis economy overly reliant on transportation and distribution. The
largest economic sectors for employment are Education and Health Services, Professional and Business
Services and Government. The top employers in the MMSA include FedEx Corp., Methodist Le
Bonheur Healthcare, and Naval Support Activity Mid-South.

Hindering long term economic growth are the area’s weak population trends and below-average
educational attainment. The Memphis MMSA also suffers from high poverty and a high crime rate
which make it difficult to attract and retain workers and discourages investment. Per Moody’s, the
poverty rate in Memphis is at 19.4 percent which is the highest in the State of Tennessee.

Median household incomes in Memphis are below the regional average but are rising at a strong pace
due to a healthy labor market. Although low-wage positions dominate new job creation, average hourly
earnings are rising as employers compete for talent. According to the U.S. BLS, the Memphis MMSA
unemployment rate as of August 2018 was 4.2 percent, down considerably from 8.5 percent at the
beginning of the evaluation. The MMSA unemployment rate is slightly below the State of Mississippi
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unemployment rate of 4.6 percent and slightly above the State of Tennessee unemployment rate of 3.7
percent.

Community Contact

The analysis takes into consideration comments provided by two community contacts that serve the
bank’s Memphis MMSA AA. The first community contact was with a community development
organization in Memphis and the second contact was with an industrial development authority located in
Muississippi.

The first organization contacted is a coalition of organizations and individuals that supports the
development, revitalization, and redevelopment of economically sustainable neighborhoods throughout
the Memphis region. According to the contact, the city's central geographic location has been strategic
to its business development and that Memphis is the home of three Fortune 500 companies: FedEX,
International Paper, and AutoZone.

The contact stated that local banks have been more flexible in responding to the need for small dollar
mortgages (those under $50,000). Some of the banks in the AA are working with community
development organizations to address this need. The contact stated that there are lots of opportunities
for banks in this area since there are many solid houses with low property values in LMI and
underserved neighborhoods in Memphis. The contact noted that one of the major challenges facing the
AA is credit worthiness of potential LMI homebuyers who are dealing with financial issues related to
medical and utility bills that have impaired their credit scores. The contact indicated that credit
counseling was a definite need but there are not enough credit repair agencies to address the need since
many of them had lost their funding from HUD during the recession. The contact indicated that banks
could assist by providing operational support to the existing counseling organizations, as well as those
that revamp their counseling services with funding through grants and donations.

The contact also mentioned the prevalence of blight in neighborhoods throughout the city, vacant lots
and the need for subsidies to develop affordable single-family housing on the lots. The contact further
indicated that the agency was working with the local government on potential incentives for this
initiative, which could provide an opportunity for bank participation to help with funding. From an
affordable multifamily housing perspective, the contact mentioned that Memphis does not receive a lot
of funding from the State’s tax credit program, the LIHTC or the NMTC programs as most the funding
goes to the rural areas in Tennessee. Since the city’s funding from HUD has dwindled, there has been
very limited local funding as well. The contact indicated that the agency would be working
collaboratively with some key stakeholders to explore the creation of a Housing Trust Fund to address
affordable multifamily housing needs in Memphis, which could present another opportunity for bank
participation.

The second contact described strong economic conditions in Marshall County, Mississippi. The contact
stated that there is significant job growth in the area, which is attributed to the surge of industrial
occupations in the last five years. The contact indicated that the availability of affordable housing needs
improvement. According to the contact, the southern end of the county is predominately
agriculture/rural, so there is a need for small farm and small business loans in the AA.
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Considering the information from the community contacts and bank management as well as
demographic and economic data, small business and affordable housing loans represent the primary
credit needs for the Memphis MMSA AA. Small business loans, particularly those for start-up
businesses and micro-loans are in high demand. Also, there is a need for financial literacy training for
LMI individuals, economic development in the form of funds to revitalize and stabilize LMI
neighborhoods and communities, job training and employment opportunities for LMI, and small dollar
mortgage loans and grants/donations to non-profits serving LMI communities. Opportunities do exist to
originate these types of loans throughout the AA including LMI areas.

Scope of Evaluation in Memphis MSA AA

The rating for the Memphis MMSA AA is based on a FS evaluation of the bank’s performance in the
combined Memphis, TN-MS MSA. A limited portion of the bank’s overall lending, investments, and
services were conducted in the Memphis MMSA AA,; therefore, the performance in the MMSA received
little weight in determining the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN MEMPHIS
MMSA AA

LENDING TEST
The bank’s performance under the Lending Test in the Memphis MSA AA is rated High Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the Memphis MMSA AA is good.

Lending Activity

Based on the tables below, lending levels reflect excellent responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and
CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.

Number of Loans

Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Memphis MMSA 33,681 4,660 183 4 38,528

Dollar Volume of Loans (000’s)

Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Memphis MMSA $5,923,602 $223,915 $6,339 $28,412 $6,182,268

WFBNA ranked 12" in deposits with 1.6 percent market share in the AA. In overall HMDA lending,
WFBNA ranked first with 10.8 percent market share. There is strong competition as reflected by the
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472 lenders and 51 depository institutions in the AA. The number two lender in the market was Quicken
Loans with 3.9 percent market share.

In small loans to businesses, WFBNA ranked 13" out of 121 lenders with a market share of 2.3 percent.
The top three lenders were American Express with a market share of 25.1 percent, followed by Capital
One Bank with 8.4 percent, and Citibank with 7.6 percent.

Distribution of Loans by Income Level of the Geography
The bank exhibits an adequate geographic distribution of loans in its AA.
Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
adequate.

e [For 2012-2016, the combined proportion of home mortgage loans in low-income geographies
substantially meets the aggregate distribution of loans and is significantly below the proportion
of OOUs in those geographies.

e The proportion of loans in moderate-income geographies is below the aggregate distribution of
loans and is significantly below the proportion of OOUs in those geographies.

e The bank’s home mortgage lending in 2017-2018 is slightly below the combined performance in
2012-2016.

Small Loans to Businesses

Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to businesses for this evaluation is excellent.

e For both 2012-2016 and 2017-2018 periods, the proportion of the bank’s small business loans in
LMI geographies exceeds the aggregate distribution of loans located in those geographies.

e The proportion of loans in low-income geographies is below the proportion of businesses and to
moderate-income geographies is near to the proportion of businesses located in those
geographies.

Distribution of Loans by Income Level of the Borrower

The bank exhibits a good distribution of loans among individuals of different income levels and
businesses of different sizes.

98



Charter Number: 1

Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrower distribution of home mortgage loan originations and purchases for this evaluation is
good.

e The Memphis MMSA AA has homeownership affordability hurdles especially for LMI
borrowers. As noted above, the area’s median housing value is 4.9 times the income of low-
income and 3.1 times the income of moderate-income borrowers indicating a limited proportion
of OOU are affordable to LMI. Despite the affordability challenges, the bank’s overall home
mortgage lending to LMI borrowers in 2012-2016 exceeds the aggregate distribution of loans.

e The bank’s lending to low-income borrowers is significantly below the proportion of families
and lending to moderate-income borrowers is below the proportion of families.

e The bank’s home mortgage lending in 2017-2018 is slightly below the combined performance in
2012-2016.

Small Loans to Businesses

Refer to Table R in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue is good.

e For both 2012-2016 and 2017-2018 periods, the percentage of small loans to businesses
originated or purchased substantially meets the aggregate small business lending data for
businesses with revenues of $1 million or less and is well below the percentage of small
businesses located in the AA.

Community Development Lending
The institution has made a relatively high level of CD loans.

The Lending Activity Tables, shown above, set forth the information and data used to evaluate the
institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.

The level of CD lending in the Memphis MMSA AA is good. WFBNA made four CD loans in this AA
for $28.4 million, which represents 49.5 percent of tier 1 capital. Although the bank only originated
four loans during the six-year time period, the loans represented a significant amount of tier 1 capital.
CD lending performance has a positive impact on the lending test rating. Three of the CD loan totaling
$26.4 million (92 percent) were for the primary purpose of affordable housing which is an identified
need in the AA. The bank originated one CD loan for the purpose of community service to assist LMI
individuals.

Examples of CD loans in the AA include:
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e In April 2015, WFBNA provided a $13.3 million loan for an affordable housing development in
a moderate-income geography. The development consists of 253 units with 80 percent of rental
rates below the 2015 Fair Market Rent for the area.

e In March 2018, WFBNA renewed a $2 million working capital line of credit to a non-profit
organization with a mission of transforming public education in the Memphis area so that all
young adults receive the education they need to be successful in college, leadership, and life.
According to the organization, as of February 2017, 100 percent of its clients are LMI as they
earn less than 80 percent of the area MFI.

Product Innovation and Flexibility

The institution makes limited use of innovative and/or flexible lending practices in order to serve AA
credit needs. Under the yourFirstMortgage loan program, the bank has funded 44 loans totaling $5.4
million to LMI homebuyers that qualified under this program. Refer to the comments in the institution
Innovative or Flexible Lending Programs section of this performance evaluation for additional details
regarding this program.

INVESTMENT TEST

The bank’s performance under the Investment Test in the Memphis MMSA AA is rated Low
Satisfactory.

Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the Memphis MMSA AA is adequate.

Quialified Investments

Prior Period* Current Period Total Unfunded
Assessment Commitments*
Area *
# | $(000’s) # $(000’s) # | % of Total # $(000’s) % of # | $(000’s)
Total $
Memphis 1| $1,368 52 $1,052 53 100.0 $2,420 100.0
MMSA

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.

The institution has an adequate level of qualified CD investments and grants, although rarely in a
leadership position, particularly those that are not routinely provided by private investors. The current
and prior period investments dollar volume represents 4.2 percent of tier 1 capital allocated to the AA.

The institution exhibits adequate responsiveness to credit and community economic development needs
identified in the AA, including affordable housing, community services, revitalization/stabilization for
LMI individuals and geographies. Over 87 percent of the dollar volume of the bank’s current and prior
period investment focused on affordable housing which is a primary credit need in the AA.
Additionally, the bank provided 50 grants totaling $784,713 to a variety of organizations that primarily
support affordable housing and community services.

100




Charter Number: 1

The institution occasionally uses innovative and/or complex investments to support CD initiatives. CD
investments consisted of several innovative grants noted below that support CD initiatives.

Examples of CD investments in the AA include:

In May and June 2015, WFBNA provided two separate $4.8 and $2.9 million investment in
government single-family mortgage backed securities, of which $112,830 and $154,267 directly
benefits LMI borrowers in the AA. Refer to the comments in the institution Community
Development Initiatives section of this public evaluation for additional details regarding this
program.

WFBNA provided several grants totaling $2.7 million as part of the Small Business DCC
program benefiting small businesses in the broader statewide of Tennessee and Mississippi
including the Memphis MMSA AA. Refer to the comments in the institution Innovative or
Flexible Lending Programs section of this public evaluation for additional details regarding this
program.

During the exam timeframe, WFBNA provided two grants totaling $285,000 to two housing
organizations as a part of the PMP for affordable housing in the Memphis MMSA AA. Refer to
the comments in the institution Innovative or Flexible Lending Programs section of this public
evaluation for additional details regarding this program.

SERVICE TEST

The institution’s performance under the Service Test in the Memphis MMSA AA is rated Low
Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the service test, the bank’s performance in the Memphis MMSA AA is adequate.

Retail Banking Services

Service delivery systems are reasonably accessible to geographies and individuals of different income
levels in the institution’s AA.

Distribution of Branch Delivery System
Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each

Assessment Area BANK Rated Income of Geographies (%) Geography*
Area Deposits in | Branches Area

AA Branches Low Mod | Mid Upp | Low | Mod Mid Upp

in AA

Memphis 100.0 8 100.0 12.5 12.5 125 | 625 16.1 | 214 24.6 374
MMSA

* May not add up to 100 percent due to geographies with unknown tract income level and rounding. Population in census tracts with
income unknown represent 0.5 percent in the AA.
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Distribution of Branch Openings/Closings

Net change in Location of Branches
Assessment Area # of Branch # of Branch (+or-)
Openings Closings
Low Mod Mid Upp
Memphis MMSA 0 0 0 0 0 0

As of December 31, 2018, WFBNA operates eight branches and 12 ATMs in the Memphis MMSA AA.
All of these branches are full-service locations. There is one branch within a low-income CT and one
branch within a moderate-income CT. The branch distribution in low-income geographies is near to the
percentage of the population in low-income geographies and branch distribution in moderate-income
geographies is below the percentage of the population in moderate-income geographies in the AA.

The bank did not open or close any branches during the evaluation period.

Services, including where appropriate, business hours, do not vary in a way that inconveniences the
various portions of its AA, particularly LMI geographies and/or individuals. Generally, branches are
open Monday through Thursday from 9:00 am to 4:30 pm and Friday from 9:00 am to 6:00 pm. Four
branches are also open on Saturdays from 9:00 am to 1:00 pm. All WFBNA services are available at all
branches and all ADS discussed bank-wide are available in this AA.

Community Development Services

The institution provides an adequate level of CD services.

The level of CD services in the Memphis MMSA AA is adequate. Bank records show that employees
provided their financial or job-specific expertise and/or technical assistance for 45 CD service activities
to 17 organizations since the last evaluation, logging a total of 105 qualified hours within this AA. A
majority of the bank’s assistance was to organizations that provide community services to LMI
individuals and families. Other activities targeted affordable housing. The following are examples of
CD services provided in this AA:

e A WFBNA team member provided 19.5 hours of Board service to a community organization that
works to provide affordable housing and rehabilitate local neighborhoods.

e WFBNA team members provided 81 hours of financial education to a number of schools located
in Memphis, TN. According to the 2014-2015 NCES data, over 90 percent of students at these
schools qualify for the federal free- and reduced-lunch program.
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Multistate Metropolitan Statistical Area Rating

Minneapolis-St. Paul, MN-WI CSA (Minneapolis MMSA AA)

CRA rating for the Minneapolis MMSA AA%: Qutstanding
The Lending Test is rated: Outstanding
The Investment Test is rated: Outstanding
The Service Test is rated: Outstanding

The major factors that support this rating include:

Good lending activity;

Excellent distribution of loans by borrower profile;

Good geographic distribution of loans;

WFBNA is a leader in providing CD loans, which has a significant positive impact on the Lending
Test;

WFBNA'’s use of flexible products has a positive impact on the Lending Test;

Excellent level of CD investments that are responsive to AA needs;

Retail delivery systems are readily accessible to all portions of the AA; and

WFBNA is a leader in providing CD services that are responsive to the needs of the bank’s AA.

Description of Institution’s Operations in Minneapolis MMSA AA

WFBNA delineated five AAs within the Minneapolis-St. Paul, MN-WI CSA. Refer to Appendix A for
a complete description of the AA. These areas were combined, analyzed, and presented at the CSA
level with an AA name of Minneapolis MMSA. WFBNA has $67.4 billion of deposits; however, a
majority of the deposits are non-retail branch deposits. The non-retail branch deposits do not reflect
traditional retail customer relationships, rather they are wholesale funds. These deposits do not reflect
where any of WFBNA'’s customers are located, where they work, or where they conduct business. The
adjusted deposits are $24.7 billion of retail deposits in the Minneapolis MMSA AA representing 1.9
percent of adjusted deposits. The Minneapolis MMSA AA represents the 11th largest rated area in
terms of deposits. In the Minneapolis MMSA AA, WFBNA ranked second out of 177 institutions with
34.9 percent market share. The top bank within the MMSA in terms of deposits is U.S. Bank with 36.3
percent deposits. WFBNA operates 107 branches and 506 ATMs within the Minneapolis MMSA AA,
representing 1.9 percent of the bank’s branches and 3.7 percent of the bank’s ATMSs. In the Minneapolis
MMSA AA, the bank originated and purchased $49.6 billion in loans or 2.7 percent of total bank loan
originations and purchases during the evaluation period. The bank’s primary loan products in the
Minneapolis MMSA AA is home mortgage loans and small business loans.

Demographic Data

The following table provides a summary of the demographics that include housing and business
information for the Minneapolis MMSA AA. Table A shows that the volume of OOUs is very small in

10 This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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the low-income tracts and over 36 percent of families in the AA are LMI. The area’s median housing
value in the Minneapolis MMSA AA is three times the highest MSA median income, but 3.9 times
moderate-, and 6.2 times low-income, indicating a limited proportion of OOUs are affordable to LMI
residents.

Table A - Demographic Information of the Assessment Area
Assessment Area: Minneapolis-St Paul MN-WI CSA (2016)

Demographic Low |Moderate| Middle | Upper NA*
Characteristics %of#| %of# | %of# | %of# | %of #
0.5

Geographies (Census Tracts) 18.8 47.0 26.4

Population by Geography 3,684,928 515 16.1 50.2 28.0 0.1
Housing Units by Geography 1,512,218 5.6 17.4 50.7 26.3 0.0
Owner-Occupied Units by Geography 1,035,406 2.2 138 53.4 31.1 0.0
Occupied Rental Units by Geography 383,150 13.8 27.4 43.9 14.9 0.0
Vacant Units by Geography 93,662 9.5 22.3 48.1 20.2 0.0
Businesses by Geography 260,536 4.1 15.1 48.8 32.0 0.0
Farms by Geography 10,731 0.9 11.6 61.0 26.5 0.0
Family Distribution by Income Level 923,079 18.8 17.6 23.6 40.0 0.0
Household Distribution by Income Level 1,418,556 22.5 16.4 19.6 41.6 0.0
Median Family Income MSA - 33460 $79,301 | Median Housing Value $246,394
Minneapolis-St. Paul-Bloomington, MN-

WI MSA

Median Family Income MSA - 41060 St. $64,993 Median Gross Rent $841
Cloud, MN MSA

Median Family Income Non-MSAs - MN $57,683 | Families Below Poverty Level 6.3%

Source: 2010 U.S. Census and 2016 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

Minneapolis-St. Paul-Bloomington MN-WI MSA

According to the August 2018 Moody’s Analytics report, Minneapolis’ expansion is back on track and
the metro is again a top Midwest performer after stumbling the first part of the year. The three-year
marathon of stellar healthcare job growth has come to an end, now that new capacity has satiated
demand. Leisure/hospitality and business/professional services have stepped up hiring. However, the
overly tight labor market, evidenced by the unemployment rate hitting an 18-year low of 2.7 percent, is
keeping job gains in check. Growing worker shortages will be Minneapolis’ main hurdle this year and
the next. Meanwhile, house price appreciation is gradually accelerating and mirrors the U.S. average,
while residential permits remain elevated.

Major area employers include Allina Health System, Target Corp., and University of Minnesota.
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According to the U.S. BLS, Minneapolis’s unemployment rate as of August 2018 was 2.7 percent, down
from 5.5 percent at the beginning of the evaluation 2012. The MMSA unemployment rate was slightly
higher than the State of Minnesota at 2.6 percent and slightly lower than the State of Wisconsin at 2.9
percent.

St. Cloud, MN MSA

According to the February 2019 Moody’s Analytics report, St. Cloud’s expansion picked up the pace in
the second half of 2018 and the metro area is a top performer in Minnesota. The mix of job gains is
healthy but healthcare has recently taken a back seat to manufacturing in net hiring. With the economy
operating at capacity, St. Cloud can only add jobs as fast as it can add workers, and the recent downturn
in the labor force to a more than one-year low is a concern. Firmer income trends and more new
households are helping residential real estate. Home sales and prices are outperforming and there is
more interest in rentals judging by the rise in multifamily starts. Housing is also generally less sensitive
to interest rates because affordability is so high. A household earning the median income can afford to
buy 220 percent of the median-priced home, which exceeds the statewide average by the most on record
dating back to 1975. Despite the manufacturing headwind, consumer industries, including education/
healthcare, leisure/hospitality and retail, will account for the largest portion of job gains in the short
term.

Major area employers include CentraCare Health System, St. Cloud State University, and St. Cloud VA
Health Care System. According to the U.S. BLS, St. Cloud’s unemployment rate as of the 4" quarter of
2018 was 3.1 percent, down from 5.6 percent at the beginning of the evaluation 2012. The MMSA
unemployment rate was similar to the State of Minnesota at 3.2 percent and slightly higher than the State
of Wisconsin at 2.8 percent during the same period.

Community Contact

The analysis takes into consideration comments provided by three community contacts serving the
bank’s Minneapolis MMSA AA in conjunction with this evaluation. Two representatives were from
organizations that support affordable housing and one representative was from an economic
development corporation assisting small businesses. One contact indicated that commercial real estate
purchases, even though appraisals are getting back to pre-financial crisis levels, remain curtailed by
conservative bank underwriting and lending practices. Bank credit committees are reviewing appraisals
and coming up with lower valuations.

Another organization indicated that suburban poverty rates are increasing but was not sure whether the
reason is due to declining wages or lack of high paying jobs. It is clear that wages continue to lag for
moderate-income working people. A study from the City of Minneapolis on lending highlights racial
disparities in getting a loan through banks and thrifts. In addition, it is expensive to buy and rehab a
home in LMI areas. It remains difficult to do a decent rehabilitation in some LMI areas and recoup the
investment.

One organization stated that there has been a push to do more affordable housing along transit lines as

employers want to see transit housing to improve transit access to jobs. The much planned for western
suburban light rail is currently held up by high wealth households unwilling to have it run through their
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neighborhoods.

All three organizations indicated that there are opportunities for participation by local financial
institutions including providing funds for building mixed use affordable housing projects, senior housing
projects, and working with non-profits that serve LMI families and communities.

The bank conducted research in the AA and identified community needs for affordable housing for low-
income families and seniors; financial education; homebuyer assistance; and small business assistance.

Considering the information from the community contacts and bank management as well as
demographic and economic data, affordable housing and small business represents primary credit needs
for the Minneapolis MMSA AA. Opportunity exists to originate these types of loans throughout the
AA; however, it is limited in the low-income geographies as reflected by the small proportion of OOUs
coupled with limited home affordability for LMI individuals.

Scope of Evaluation in Minneapolis MMSA AA

The rating for the Minneapolis MMSA AA is based on a FS evaluation of the bank’s performance in the
Minneapolis-St. Paul, MN-WI CSA AA. The Minneapolis MMSA is the 11" largest rated area and
along with 12 other rated areas represents the bank’s most significant markets in terms of lending,
deposit, and branch distribution; therefore, the performance in the Minneapolis MMSA AA contributed
to the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN
MINNEAPOLIS MMSA AA

LENDING TEST

The bank’s performance under the Lending Test in the Minneapolis MMSA AA is rated Outstanding.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the Minneapolis MMSA AA is excellent.

Lending Activity

Based on the tables below, lending levels reflect good responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and
CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.

Number of Loans

Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Minneapolis 210,331 86,242 1,627 126 298,326
MMSA
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Dollar Volume of Loans (000°s)

Home Small Community
Assessment Area Mortgage Business Small Farm | Development Total
Minneapolis $45,162,167 $4,303,064 $149,335 $593,626 $50,208,192
MMSA

WFBNA ranked second in deposits with 34.9 percent market share in the AA. In overall HMDA
lending, WFBNA ranked first with 12.2 percent market share. Although WFBNA’s HMDA market
share is considerably lower than its deposit market share, total deposits include a significant portion of
non-retail deposits. In addition, lending competition was significantly stronger as reflected by the 710
lenders, than competition for deposits, where there were 177 depository institutions in the AA. The
second and third lenders in the market were U.S. Bancorp with 8.5 percent market share and Chase
Family with 5.0 percent market share.

In small loans to businesses, WFBNA ranked third with a market share of 14.5 percent. The top two
lenders were U.S. Bank with a market share of 22.6 percent and American Express with a market share
of 18.0 percent.

Distribution of Loans by Income Level of the Geography
The bank exhibits good geographic distribution of loans in its AA.
Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
good.

e For both 2012-2016 and 2017-2018 periods, the proportion of home mortgage loans in LMI
geographies substantially meets the aggregate distribution of loans and is near to the proportion
of OOUs in those geographies.

Small Loans to Businesses

Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to businesses for this evaluation is excellent.

e For 2012-2016, the proportion of the bank’s small business loans in LMI geographies exceeds
the aggregate distribution of loans in LMI geographies.

e The proportion of loans in low-income geographies is below the proportion of businesses and
lending in moderate-income geographies is near to the proportion of businesses located in those
geographies.

o The bank’s small business lending in 2017-2018 is slightly below the combined performance in
2012-2016.
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Distribution of Loans by Income Level of the Borrower

The bank exhibits an excellent distribution of loans among individuals of different income levels and
businesses of different sizes.

Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrower distribution of home mortgage loan originations and purchases for this evaluation is
excellent.

e The Minneapolis MMSA AA has homeownership affordability hurdles especially for LMI
borrowers. As noted above, the area’s median housing value is six times the income of low-
income borrowers and 3.9 times the income of moderate-income borrowers indicating a limited
proportion of OOUs are affordable to LMI borrowers. Despite the affordability challenges, the
bank’s overall home mortgage lending to LMI borrowers in both 2012-2016 and 2017-2018
periods exceeds the aggregate distribution of loans.

e The bank’s lending to low-income borrowers is below the proportion of families and lending to
moderate-income borrowers exceeds the proportion of families.

Small Loans to Businesses

Refer to Table R in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue is good.

e For both 2012-2016 and 2017-2018 periods, the percentage of small loans to businesses
originated or purchased exceeds the aggregate small business lending data for businesses with
revenues of $1 million or less and is below the percentage of small businesses located in the AA.

Community Development Lending

The institution is a leader in making CD loans when considering the significant level of non-retail
branch deposits.

The Lending Activity Tables, shown above, set forth the information and data used to evaluate the
institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.

The level of CD lending in the Minneapolis MMSA AA is excellent. WFBNA made 126 CD loans in its
AA for a total of $593.6 million, which represents 21.6 percent of allocated tier 1 capital. CD lending
performance has a significant positive impact on the lending test rating. The institution makes
significant use of innovative and/or complex CD loans and involved many complex projects where the
bank often acted in a leadership role. The majority of these loans were for the primary purpose of
affordable housing, which is a critical CD need in the bank’s AA. The bank made 51 loans totaling
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$327.4 million (55.2 percent) for the purpose of affordable housing. Additionally, the bank extended 66
CD loans totaling $256.4 million for the primary purpose of community services.

Examples of CD loans in the AA include:

e In November 2018, WFBNA provided a $9.3 million construction loan for an affordable housing
development located in Shakopee, Minnesota. The project consists of 10 one-bedroom units, 29
two-bedroom units, and 18 three-bedroom units with 100 percent of the total units targeted to
families with income between 30 and 60 percent of area MFI. Of the total units, four will be
reserved for persons with a serious and persistent mental illness, and another four units will be
reserved for persons experiencing long-term homelessness, with supportive services provided.

e In December 2017, WFBNA renewed a $2 million term loan to a non-profit organization that
brings people together, transforms lives, and creates a vital community where individuals and
families can thrive. The organization offers 48 units of affordable housing as well as job
training, counseling, financial services, wellness education, after-school activities, a
neighborhood organization, health care screenings, a café, Messiah Lutheran Church, and more.
The Vice President/Chief Family Services Officer estimated that 80 percent of the clients the
organization serves would be considered LMI as they earn less than $67,120 annually (80
percent of the 2014 MFI for the Twin Cities MSA).

Product Innovation and Flexibility

The institution makes extensive use of innovative and/or flexible lending practices in order to serve AA
credit needs. The bank launched the NeighborhoodLIFT program in the Minneapolis MMSA AA in
June 2016 and more than 280 potential homebuyers attended the event. Of the 280 in attendance,
WFBNA originated 94 mortgage loans totaling $12.9 million. Under the yourFirstMortgage loan
program the bank has funded 1,017 loans totaling $176.6 million to LMI homebuyers that qualified
under this program. Refer to the comments in the institution Innovative or Flexible Lending Practices
section of this performance evaluation for additional details regarding these programs.

INVESTMENT TEST

The bank’s performance under the Investment Test in the Minneapolis MMSA AA is rated Outstanding.

Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the Minneapolis MMSA AA is excellent.

Qualified Investments

Prior Period* Current Period Total Unfunded
Assessment Area Commitments
**

# | $(000s) # $(000’s) # | % of Total # $(000’s) % of # | $(000’s)
Total $
Minneapolis 58 | $43,716 | 732 | $302,117 | 790 100.0 $345,833 100.0
MMSA

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.
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The institution has an excellent level of qualified CD investments and grants, often in a leadership
position, particularly those that are not routinely provided by private investors. The current and prior
period investment dollar volume represents 12.5 percent of tier 1 capital allocated to the AA.

The institution exhibits excellent responsiveness to credit and community economic development needs
identified in the AA, including affordable housing, community services, revitalization/stabilization for
LMI individuals and geographies. Over 91 percent of the dollar volume of the bank’s current and prior
period investment focused on affordable housing which is a primary credit need in the AA.
Additionally, the bank provided 658 grants totaling $35.8 million to a variety of organizations that
primarily support affordable housing, community services, economic development, and
revitalization/stabilization.

The institution makes significant use of innovative and/or complex investments to support CD
initiatives. CD Investments involved many complex LIHTC projects and one investment under the SBA
Small Business Investment Company (SBIC) program where the bank acted in a leadership role with
participations from federal, state, local housing agencies, and real estate developers. Additionally, the
bank purchased numerous government mortgage-backed securities for the CD Investment portfolio.

Examples of CD investments in the AA include:

e InJanuary 2016, WFBNA provided a $30.8 million investment for a 640-unit LIHTC affordable
housing development. This development is located in Minneapolis, Minnesota and is comprised
of two nearly identical 21-story high-rise buildings containing 320 units each, with a total of 112
studio units, 416 1BR units and 112 2BR units. The buildings are located two blocks apart in a
low-income census tract. Of the total units, 128 are reserved for households with incomes up to
50 percent of the area MFI, 474 units are reserved for up to 60 percent of the area MFI, and 38
units are market rate. Ten of the units will be targeted to long-term homeless households with
support services provided. WFBNA's financing for this development is responsive to the
identified need for affordable multifamily housing and addressing homelessness. WFBNA
demonstrated multi-faceted support by providing both the construction loan ($19.8 million) and
equity investment to support this affordable housing development. This activity was highly
complex as there are multiple layers of funding involved, including financing from US
Department of HUD, Minnesota Housing Finance Agency, Hennepin County, and the City of
Minneapolis.

e In September 2013, WFBNA invested $8 million in a fund licensed by the SBA under the SBIC.
Of this total investment, $6.0 million was targeted for investment in a company located in St.
Paul, Minnesota. This organization specializes in providing growth capital to lower middle
market businesses within Minneapolis including the AA through investments in subordinated
debt and equity securities.

e During the exam timeframe, WFBNA provided several grants totaling $1.5 million as a part of
the DCC program benefiting small businesses in the broader statewide of Minnesota including
the Minneapolis MMSA AA. Refer to the comments in the institution Innovative or Flexible
Lending Programs section of this public evaluation for additional details regarding this program.
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The institution’s performance under the Service Test in the Minneapolis MMSA is Outstanding.

Based on a FS review, including the data in the tables below and consideration of performance context

discussed in the service test, the bank’s performance in the Minneapolis MMSA AA is excellent.

Retail Banking Services

Service delivery systems are readily accessible to geographies and individuals of different income levels
in the institution’s AA.

Distribution of Branch Delivery System
Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each
Assessment Area BANK Rated Income of Geographies (%) Geography *
Area Deposits in | Branches Area
AA Branches Low Mod | Mid Upp | Low | Mod Mid Upp
in AA
Minneapolis 100.0 107 100.0 47| 224 | 505| 224 53| 193 499 | 253
MMSA

* May not add up to 100 percent due to geographies with unknown tract income level and rounding. Population in census tracts with
income unknown represent 0.2 percent in the AA.

Distribution of Branch Openings/Closings
Net change in Location of Branches
# of Branch | # of Branch (+or-)
Assessment Area Openings Closings
Low Mod Mid | Upper NA
Minneapolis MMSA 2 7 0 -1 -4 0 0

As of December 31, 2018, WFBNA operates 107 branches and 506 ATMs in the Minneapolis MMSA
AA. Of these branches, 104 are full-service locations and three are limited-service branches. The
institution’s branches include five branches in low-income geographies and 24 branches in moderate-
income geographies. The branch distribution in low-income geographies is near to the percentage of the
population in low-income geographies and branches in moderate-income geographies exceeds the
percentage of the population in moderate-income geographies in the AA. When considering an
additional nine branches within close proximity to LMI geographies, the bank’s distribution further
exceeds demographics.

The institution’s opening and closing of branches have not affected the accessibility of its delivery
systems, particularly in LMI geographies and/or to LMI individuals. The bank opened two branches in
upper-income geographies. The bank closed one branch in a moderate-income, four branches in middle-
income, and two branches in upper-income geographies. The closure of the branch in a moderate-
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income geography did not negatively impact the distribution of branches relative to the population
residing in those geographies.

Services, including where appropriate, business hours, do not vary in a way that inconveniences the
various portions of its AA, particularly LMI geographies and/or individuals. While there are slight
variation of opening and closing times, most branches are open Monday through Friday from 9:00 am to
6:00 pm with one branch opening at 8:30 am and 22 branches closing between 5:00 pm and 5:30 pm.
Of all branches, 92 branches are also open on Saturdays. All WFBNA services are available at all
branches and all ADS discussed bank-wide are available in this AA.

Community Development Services
The institution is a leader in providing CD services.

The level of CD services in the Minneapolis MMSA AA is excellent. Bank records show that
employees provided their financial or job-specific expertise and/or technical assistance for 1,170 CD
service activities to 132 organizations since the last evaluation, logging a total of 4,981 qualified hours
within this AA. A majority (82 percent) of the bank’s assistance was to organizations that provide
community services to LMI individuals and families. Other activities targeted affordable housing (13
percent), economic development (4 percent), and revitalization/stabilization (1 percent) distressed
geographies within the AA. The bank’s financial assistance provided was responsive to the identified
needs in the AA particularly affordable housing. The following are examples of CD services provided in
this AA:

e A WFBNA team member provided 22 hours of board service and 13 other WFBNA team
members provided 718 hours of tax preparation through the VITA program. Refer to the
comments in the institution Innovative or Flexible Retail Service Programs section of this public
evaluation for additional details regarding this program.

e Two WFBNA team members provided 321 hours of board service to a housing-related
organization that promotes homeownership through the development and delivery of homebuyer
and foreclosure prevention services. According to the organization, 80 percent of its clients are
LMI individuals.

e Three WFBNA team members provided 107 hours of board service to an economic development
organization that serves women-owned businesses. The mission of this organization is to help
women attain economic self-sufficiency through the business development by providing micro-
loans, working capital, education and ongoing consultation through all stages of business. LMI
individuals represent approximately 65 percent of its clients.
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Multistate Metropolitan Statistical Area Rating

Myrtle Beach-Conway, SC-NC CSA (Myrtle Beach MMSA AA)

CRA rating for the Myrtle Beach, Myrtle Beach MMSA AA!!: Satisfactory
The Lending Test is rated: High Satisfactory
The Investment Test is rated: High Satisfactory
The Service Test is rated: Low Satisfactory

The major factors that support this rating include:

e Excellent lending activity;

e Good geographic distribution of loans;

e Good borrower distribution of loans;

e Adequate level of CD loans;

e WFBNA'’s use of flexible products has a neutral impact on the Lending Test;

e Good level of CD investments that are responsive to AA needs;

¢ Retail delivery systems are reasonably accessible to all portions of the AA; and
e Adequate CD services.

Description of Institution’s Operations in Myrtle Beach MMSA AA

WFBNA delineated two AAs within the Myrtle Beach-Conway, SC-NC CSA. Refer to Appendix A for
a complete description of the AA. These areas were combined, analyzed, and presented at the CSA
level with an AA name of Myrtle Beach MMSA. The Myrtle Beach MMSA AA represents the 43
largest rated area in terms of deposits. WFBNA has $967 million of deposits in the Myrtle Beach
MMSA AA representing 0.1 percent of adjusted deposits. In the Myrtle Beach MMSA AA, WFBNA
ranked third out of 26 institutions with 9.4 percent market share. The top two banks within the MMSA
in terms of deposits, are BB&T with 21.1 percent deposits and Bank of America with 10.4 percent
deposits. WFBNA operates 12 branches and 26 ATMs within the Myrtle Beach MMSA AA,
representing 0.2 percent of the bank’s branches and 0.2 percent of the bank’s ATMs. In the Myrtle
Beach MMSA, the bank originated and purchased $3.7 billion in loans or 0.2 percent of total bank loan
originations and purchases during the evaluation period. The bank’s primary loan products in the Myrtle
Beach MMSA is home mortgage loans and small business loans.

Demographic Data

The following table provides a summary of the demographics that include housing and business
information for the Myrtle Beach MMSA AA. Table A shows that the volume of tracts, population, and
OOQUs is very small in the low-income tracts and over 37 percent of families in the AA are LMI. The
area’s median housing value in the Myrtle Beach MMSA AA is four times the MSA median income, but
5 times moderate-, and 8 times low-income, indicating a limited proportion of OOUs are affordable to

1 This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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low-income residents. Median rents and the significant percentage of families below poverty level
suggest rental housing is also unaffordable for many low-income residents.

Table A - Demographic Information of the Assessment Area
Assessment Area: Myrtle Beach-Conway SC-NC CSA (2016)

Low Moderate Middle Upper
Demographic Characteristics - % of # % of # % of #

Geographies (Census Tracts) 1.7 15.8 53.3 25.8
Population by Geography 436,880 15 17.6 55.9 25.0 0.0
Housing Units by Geography 285,663 1.3 14.3 54.9 29.6 0.0
Owner-Occupied Units by Geography 131,437 0.4 155 56.0 28.1 0.0
Occupied Rental Units by Geography 48,435 3.9 20.9 56.9 18.3 0.0
Vacant Units by Geography 105,791 1.1 9.8 52.5 36.6 0.0
Businesses by Geography 28,476 3.8 15.2 50.4 30.3 0.4
Farms by Geography 905 0.6 17.8 60.2 21.3 0.1
Family Distribution by Income Level 119,680 20.1 17.2 20.7 42.1 0.0
Household Distribution by Income Level 179,872 22.3 16.9 184 42.4 0.0
Median Family Income MSA - 34820 Myrtle $52,253 Median Housing Value $212,194
Beach-Conway-North Myrtle Beach, SC-NC
MSA
Median Family Income Non-MSAs - SC $43,494 Median Gross Rent $803
Families Below Poverty Level 11.4%

Source: 2010 U.S. Census and 2016 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

According to the December 2018 Moody’s Analytics report, Myrtle Beach’s tourism-driven economy is
taking a breather after an impressive run. An influx of retirees and visitors helped the metro area soar in
2016 and 2017 but weakening in consumer industries and government has taken the expansion down a
notch. Thanks to outsize gains in housing-related industries and professional/business services, Myrtle
Beach is still one of the state’s top performers. Hiring is being constrained by the tight labor market.
Expanding at its slowest rate in more than four years, the labor force is larger than a year ago, but just
barely. Wage growth is picking up on cue with average hourly earnings up close to 4 percent year-over-
year. Tourism will reign supreme over Myrtle Beach’s economy and will benefit from strengthening
growth in U.S. disposable personal income. Myrtle Beach ranks among the most tourist-dependent
metro areas in the nation: Leisure/hospitality and retail account for nearly half of all jobs and a share of
income that is three times higher than in the rest of the state and the nation. Although most visitors
drive to the area, air travel is the choice of a larger number of visitors. Per Moody’s, major area
employers include Walmart Stores Inc., Coastal Carolina University, and Conway Medical Center.

Homes in the Myrtle Beach area are selling at a rapid pace. Compared to just a few years ago, property

values are escalating at a very rapid rate. Inventory is low, interest rates are still low and buyers are
relocating to the area which is driving prices up. Builders are developing and building at record paces
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and in turn buyers are waiting in line. Demand for new construction is strong which in turn helps with
job growth and the economy. The current economic indicators are indicating that values will steadily
rise and inventory will remain low. The low inventory is particularly difficult for first time home buyers
as they try to gain a foot hold in the real estate market.

According to the U.S. BLS, the MSA unemployment rate as of April 2018 was 4.7 percent, down
considerably from 10.5 percent at the beginning of the evaluation period. The MSA unemployment rate
was higher than the State of North Carolina at 3.6 percent and State of South Caroline at 2.7 percent.

Community Contact

The analysis takes into consideration comments provided by two community contacts that serve the
bank’s Myrtle Beach MMSA AA. One of the community contacts represents an economic development
corporation and the other represents a small business development in Horry and Georgetown counties.

The contact stated that economic development for businesses outside of tourism and health care is a
significant focus to diversify the economy. Industries in advanced manufacturing, aerospace, marine,
and technology will provide increased economic diversification, but these industries do not have the
skilled labor to expand as compared to larger higher educated communities. A concerted effort to
continue to attract high-paying companies and entrepreneurs will pay medium to long-term dividends
for the community. The Myrtle Beach Regional Economic Development Corporation is trying to recruit
more businesses with year-round employment opportunities through tax incentives, marketing of lower
cost operating expenses, and lower cost of land.

Both contacts stated that small business owners need assistance with borrower education including
credit scores and cost of credit, and micro loans between $5,000 and $50,000. The contacts also
indicated that affordable housing is also a critical needs within the AA. WFBNA was noted as
providing significant resources for small business owners including education, SBA lending and credit
card loans to address these needs.

Considering the information from the community contacts and bank management as well as
demographic and economic data, affordable housing and small business lending represents a primary
credit need for the Myrtle Beach MMSA AA. Opportunity exists to originate these types of loans
throughout the AA; however, it is limited in the low-income geographies as reflected by the small
proportion of tracts, population, OOUs, and small businesses coupled with limited home affordability
for LMI individuals.

Scope of Evaluation in Myrtle Beach MMSA AA

The rating for the Myrtle Beach MMSA AA is based on a FS evaluation of the bank’s performance in
the Myrtle Beach-Conway, SC-NC CSA. A limited portion of the bank’s overall lending, investments,
and services were conducted in the Myrtle Beach MMSA AA; therefore, the performance in the Myrtle
Beach MMSA AA received less weight in determining the bank’s overall CRA Rating.
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CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN MYRTLE
BEACH MMSA AA

LENDING TEST

The bank’s performance under the Lending Test in the Myrtle Beach MMSA AA is rated High
Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the Myrtle Beach MMSA AA is good.

Lending Activity

Based on the tables below, lending levels reflect an excellent responsiveness to the credit needs in the
AA taking into account the number and dollar amount of home mortgage, small business, small farm,
and CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.

Number of Loans

Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Myrtle Beach 19,169 4,080 84 11 23,344
MMSA

Dollar Volume of Loans (000°s)

Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Myrtle Beach $3,498,915 $236,892 8,475 $7,583 3,751,865
MMSA

WFBNA ranked third in deposits with a 9.4 percent market share in the AA. In overall HMDA lending,
WFBNA ranked first with an 8.8 percent market share. There is strong competition as reflected by the
578 lenders and 26 depository institutions in the AA. The number two lender in the market was BB&T
with a 6.3 percent market share.

In small loans to businesses, WFBNA ranked eighth with a market share of 5.6 percent. The top three

lenders were American Express with a market share of 17.0 percent, the Conway National Bank with a
market share of 10.0 percent, and BB&T with a market share of 9.2 percent.

Distribution of Loans by Income Level of the Geography

The bank exhibits a good geographic distribution of loans in its AA.

Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
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overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
good.

e For both 2012-2016 and 2017-2018 periods, the proportion of home mortgage loans in low-
income geographies is well below the aggregate distribution of loans and is below the proportion
of OOUs in those geographies. However, less weight was given to WFBNA’s performance in
low-income geographies because of the very small proportion of the bank’s tracts, loans, and
OOUs in low-income geographies.

e The proportion of loans in moderate-income geographies exceeds the aggregate distribution of
loans and is well below the proportion of OOUs in those geographies.

Small Loans to Businesses

Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small 1oans to businesses for this evaluation is excellent.

e For 2012-2016, the proportion of the bank’s small business loans in low-income geographies
exceeds both the aggregate distribution of loans and the proportion of businesses in those
geographies.

e The proportion of loans in moderate-income geographies substantially meets the aggregate
distribution of loans and is well below the proportion of businesses located in those geographies.

e Based on the bank’s small business lending in 2017-2018, the bank’s small business lending is
slightly below the combined performance in 2012-2016.

Distribution of Loans by Income Level of the Borrower

The bank exhibits a good distribution of loans among individuals of different income levels and
businesses of different sizes.

Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrower distribution of home mortgage loan originations and purchases for this evaluation is
good.

e The Myrtle Beach MMSA AA has homeownership affordability hurdles especially for LMI
borrowers. As noted above, the area’s median housing value is 8 times the income of low-
income and 5 times the income of moderate-income borrowers indicating a limited proportion of
OOUs are affordable to LMI borrowers. Despite the affordability challenges, the bank’s overall
home mortgage lending to low-income borrowers in both 2012-2016 and 2017-2018 periods
substantially meets the aggregate distribution of loans and exceeds the aggregate distribution of
loans.

e The bank’s lending to low-income borrowers is significantly below the proportion of families
and lending to moderate-income borrowers is below the proportion of families.
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Small Loans to Businesses

Refer to Table R in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue is good.

e For both 2012-2016 and 2017-2018 periods, the percentage of small loans to businesses
originated or purchased exceeds the aggregate small business lending data for businesses with
revenues of $1 million or less and is below the percentage of small businesses located in the AA.

Community Development Lending
The institution has made an adequate level of CD loans.

The Lending Activity Tables, shown above, set forth the information and data used to evaluate the
institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.

The level of CD lending in the Myrtle Beach MMSA AA is adequate. WFBNA made 11 CD loans in its
AA for a total of $7.6 million representing 7 percent of allocated tier 1 capital. CD lending performance
has a neutral impact on the lending test rating. A substantial majority of these loans were for the
primary purpose of affordable housing which is a critical CD need in the bank’s AA. The bank made 8
loans totaling $7.3 million (96 percent) for the purpose of affordable housing. Additionally, the bank
extended 3 CD loans totaling $300,000 for the primary purpose of community services to assist LMI
individuals.

Examples of CD loans in the AA include:

e In September 2015, WFBNA provided a $2.4 million loan for a multifamily property in Myrtle
Beach. Eighty-two percent of the units are restricted to tenants earning between 50 and 60
percent of the area MFI.

e In May 2017 WFBNA provided a $4.5 million loan to construct an affordable housing
development located in Myrtle Beach. This LIHTC development has 100 percent of the units
restricted to tenants earning between 50 and 60 percent of the area MFI.

Product Innovation and Flexibility

The institution makes limited use of innovative and/or flexible lending practices in order to serve AA
credit needs. Under the yourFirstMortgage loan program the bank has funded 26 loans totaling $3.1
million to LMI homebuyers that qualified under this program. Refer to the comments in the institution

Innovative or Flexible Lending Programs section of this performance evaluation for additional details
regarding this program.

INVESTMENT TEST

The bank’s performance under the Investment Test in the Myrtle Beach MMSA AA is rated High
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Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the Myrtle Beach MMSA AA is good.

Qualified Investments

Prior Period* Current Period Total Unfunded
Assessment Commitments
Area *x
# $(000’s) # $(000’s) # | % of Total # $(000’s) % of # | $(000’s)
Total $
Myrtle Beach 2 $92 88 $9,848 90 100.0 $9,940 100.0
MMSA

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.

The institution has a significant level of qualified CD investments and grants, occasionally in a
leadership position, particularly those that are not routinely provided by private investors. The current
and prior period investments dollar volume represents 9.2 percent of tier 1 capital allocated to the AA.

The institution exhibits good responsiveness to credit and community economic development needs
identified in the AA, including affordable housing, community services, revitalization/stabilization for
LMI individuals and geographies. Over 97 percent of the dollar volume of the bank’s current and prior
period investment focused on affordable housing which is a primary credit need in the AA.
Additionally, the bank provided 82 grants totaling $649,110 to a variety of organizations that primarily
support affordable housing, community services, and economic development.

The institution makes significant use of innovative and/or complex investments to support CD
initiatives. CD Investments involved several complex LIHTC projects where the bank acted in a
leadership role with participations from federal, state, and local housing agencies and real estate
developers. Additionally, the bank purchased several government mortgage-backed securities for the
CD Investment portfolio.

Examples of CD investments in the AA include:

e In May 2017, WFBNA invested $5.0 million for the construction of a 58-unit LIHTC affordable
housing complex. This development is located in Myrtle Beach, South Carolina and all units are
restricted to tenants earning between 50 and 60 percent of the area MFI. WFBNA's financing for
this development is responsive to the identified need for affordable multifamily housing.
WFBNA demonstrated multi-faceted support by providing both the construction loan ($4.5
million) and equity investment to support this affordable housing development.

e In 2015, WFBNA provided a $4.8 million investment in a government single-family mortgage
backed security. The investment amount reported of $124,812 represents the allocation of a
single property located in a LMI area within the AA from the pool of mortgages under this
transaction. The government agency was chartered by Congress in 1970 with a public mission to
stabilize the nation's residential mortgage markets and expand opportunities for homeownership
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and affordable rental housing. Their statutory mission is to provide liquidity, stability and
affordability to the U.S. housing market.

e During the exam timeframe, WFBNA provided two grants totaling $500,000 as a part of the
Small Business DCC program benefiting small businesses in the broader statewide of South
Carolina including the Myrtle Beach MMSA AA. Refer to the comments in the institution
Innovative or Flexible Lending Programs section of this public evaluation for additional details
regarding this program.

SERVICE TEST

The institution’s performance under the Service Test in the Myrtle Beach MMSA AA is rated Low
Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the service test, the bank’s performance in the Myrtle Beach MMSA AA is adequate.

Retail Banking Services

Service delivery systems are reasonably accessible to geographies and individuals of different income
levels in the institution’s AA.

Distribution of Branch Delivery System
Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each
Assessment Area BANK Rated Income of Geographies (%) Geography*
Area Deposits in | Branches Area
AA Branches Low Mod | Mid Upp | Low | Mod Mid Upp
in AA
Myrtle 100.0 12 100.0 0.0 8.3 41.7 | 50.0 13 17.0 63.0 18.5
Beach
MMSA

* May not add up to 100 percent due to geographies with unknown tract income level and rounding. Population in census tracts with
income unknown represent 0.2 percent in the AA.

Distribution of Branch Openings/Closings

Net change in Location of Branches
Assessment Area # of Branch # of Branch (+or-)
Openings Closings
Low Mod Mid Upp
Myrtle Beach MMSA 0 1 0 0 0 -1

As of December 31, 2018, WFBNA operates 12 branches and 26 ATMs in the Myrtle Beach MMSA
AA. Of these branches, 11 are full-service locations and one is a limited-service branch. There are no
branches in the low-income geographies; however, the population is very low in the low-income
geographies compared to total demographics. There is one branch within a moderate-income CT. The
branch distribution in LMI geographies is well below the percentage of the population in LMI CTs in
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the AA. When considering one additional branch within close proximity to LMI geographies, the
bank’s branch distribution improves and is below demographics.

The institution’s opening and closing of branches have not affected the accessibility of its delivery
systems, particularly in LMI geographies and/or to LMI individuals. The bank closed one branch within
an upper-income CT since the last evaluation.

Services, including where appropriate, business hours, do not vary in a way that inconveniences the
various portions of its AA, particularly LMI geographies and/or individuals. Generally, branches are
open Monday through Thursday from 9:00 am to 5:00 pm and Friday from 9:00 am to 6:00 pm. Of the
total branches, four are also open on Saturdays from 9:00 am to 2:00 pm. All WFBNA services are
available at all branches and all ADS discussed bank-wide are available in this AA.

Community Development Services

The institution provides an adequate level of CD services.

The level of CD services in the Myrtle Beach MMSA AA is adequate. Bank records show that
employees provided their financial or job-specific expertise and/or technical assistance for 86 CD
service activities to 19 organizations since the last evaluation, logging a total of 308 qualified hours
within this AA. A substantial majority of the bank’s assistance was to organizations that provide
community services to LMI individuals and families. Other activities targeted affordable housing which
is an identified credit needs in the AA. The bank’s assistance provided was responsive to the identified
needs in the AA particularly affordable housing. The following are examples of CD services provided
in this AA:

e WFBNA team members provided 12.5 hours of financial education to a nonprofit housing
organization that works in partnership with people in need to build decent and affordable
housing.

e WFBNA team members provided 150.5 hours of tax preparation through the VITA program.
Refer to the comments in the institution Innovative or Flexible Retail Service Programs section of
this public evaluation for additional details regarding this program.
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Multistate Metropolitan Statistical Area Rating

New York-Newark, NY-NJ-CT-PA CSA (New York MMSA AA)

CRA rating for the New York MMSA AA®?: Outstanding
The Lending Test is rated: Outstanding
The Investment Test is rated: Outstanding
The Service Test is rated: High Satisfactory

The major factors that support this rating include:

e Excellent lending activity;

e Good geographic distribution of loans;

e Good borrower distribution of loans;

e WFBNA is a leader in providing CD loans, which has a significant positive impact on the Lending
Test;

e WFBNA'’s use of flexible products has a positive impact on the Lending Test;

e Excellent level of CD investments that are responsive to AA needs;

o Retail delivery systems are accessible to all portions of the AA; and

e (Good CD services that are responsive to the needs of the bank’s AA.

Description of Institution’s Operations in New York MMSA AA

WFBNA delineated eight AAs within the New York-Newark, NY-NJ-CT-PA CSA. Refer to Appendix
A for a complete description of the AA. These areas were combined, analyzed, and presented at the
CSA level with an AA name of New York MMSA. WFBNA has $68.8 billion of deposits in the New
York MMSA AA representing 5.4 percent of adjusted deposits. The New York MMSA AA represents
the fourth largest rated area in terms of deposits. In the New York MMSA AA, WFBNA ranked eighth
out of 254 depository institutions with 3.5 percent market share. The top three banks within the MMSA
in terms of deposits, are JP Morgan Chase Bank with 30.3 percent deposits, Bank of America with 7.6
percent deposits, and Citibank with 6.0 percent deposits. WFBNA operates 419 branches and 736
ATMs within the New York MMSA AA, representing 7.5 percent of the bank’s branches and 5.4
percent of the bank’s ATMs. In comparison to the percentage of deposits and branching network, the
bank originated and purchased $171.4 billion in loans or 8.9 percent of total bank loan originations and
purchases during the evaluation period. The bank’s primary loan products in the New York MMSA is
home mortgage loans and small loans to businesses.

Demographic Data
The following table provides a summary of the demographics that include housing and business

information for the New York MMSA AA. Table A shows that the volume of OOUs is very small in
the low-income tracts and over 39 percent of families in the AA are LMI. The area’s median housing

12This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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value in the New York MMSA AA is 4.4 times the MSA highest median income, but 5 times moderate-,
and 8 times low-income, indicating a limited proportion of OOUs are affordable to LMI residents.

Table A - Demographic Information of the Assessment Area

Assessment Area: New York-Newark NY-NJ-CT-PA CSA (2016)

Demographic Characteristics ()}(_)%V]:/# M;Sg;ie I\(Q)dodflz

Geographies (Census Tracts)
Population by Geography

Housing Units by Geography
Owner-Occupied Units by Geography
Occupied Rental Units by Geography
Vacant Units by Geography
Businesses by Geography

Farms by Geography

Family Distribution by Income Level
Household Distribution by Income Level

Median Family Income MSA - 10900
Allentown-Bethlehem-Easton, PA-NJ MSA

Median Family Income MSA - 14860
Bridgeport-Stamford-Norwalk, CT MSA

Median Family Income MSA - 20524 Dutchess
County-Putnam County, NY MD

Median Family Income MSA - 20700 East
Stroudsburg, PA MSA

Median Family Income MSA - 28740 Kingston,
NY MSA

Median Family Income MSA - 35004 Nassau
County-Suffolk County, NY MD

Median Family Income MSA - 35084 Newark,
NJ-PA MD

Median Family Income MSA - 35300 New
Haven-Milford, CT MSA

Median Family Income MSA - 35614 New
York-Jersey City-White Plains, NY-NJ MD

Median Family Income MSA - 45940 Trenton,
NJ MSA

Median Family Income Non-MSAs - CT

Source: 2010 U.S. Census and 2016 D&B Data
Due to rounding, totals may not equal 100.0

(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

5,484
23,076,664
9,169,953
4,698,488
3,654,001
817,464
1,559,620
28,264
5,580,084
8,352,489

Allentown-Bethlehem-Easton, PA-NJ MSA

10.9
10.9
10.1
2.6
19.3
11.8
6.8
2.6
23.3
25.9
$68,935

$100,593

$86,488

$64,763

$70,513

$101,543

$90,123

$77,379

$68,006

$88,694

$84,890

21.9
22.4
221
13.8
32.2
258
16.6
11.6
16.3
15.0

Median Housing Value

Median Gross Rent

33.5
32.2
32.7
379
26.3
31.8
314
37.7
18.7
16.8

Families Below Poverty Level

Upper
% of #

32.1
343
35.1
458
221
31.2
441
48.0
417
424

% of #
1.6
0.2
0.0
0.0
0.0
0.0
1.0
0.1
0.0
0.0
$450,673

$1,135

9.4%

According to the May 2018 Moody’s Analytics report, Allentown’s economy is in the expansion stage
of the business cycle and faring better than previous thought. The area’s economic drivers are medical
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centers and manufacturing. Per Moody’s, healthcare is driving the area’s expansion, thanks in part to a
high and rising proportion of senior citizens. In the next five years, healthcare is expected to account for
a quarter of net new jobs created in the MSA. Major area employers include Lehigh Valley Health
Network, St. Luke’s University Health Network and Air Products and Chemicals. The largest economic
sector for employment is Education and Healthcare followed by Business and Professional Services and
Retail Trade.

Despite a healthy labor market, the housing market has yet to capitalize on years of pent-up single-
family housing demand. Long-lasting scars from the Great Recession are evident in households’
unwillingness to invest in residential real estate. Housing starts are only on par with levels at the start of
the decade and single-family permits have yet to pick up. However, houses in the Allentown area are
relatively affordable, making the metro area attractive to first-time buyers. Beyond that, an improving
labor market, accelerating wage growth, and faster rate of household formation will bolster demand and
pave the way for more homebuilding and housing related jobs in the near term.

According to the U.S. BLS, the MSA unemployment rate as of May 2018 was 4.5 percent, down
considerably from 8.5 percent at the beginning of the evaluation period. However, the MSA
unemployment rate was above the State of Pennsylvania and New Jersey rates which were both at 3.9
percent during the same period.

Bridgeport-Stamford-Norwalk, CT MSA

According to the May 2018 Moody’s Analytics report, the Bridgeport’s economy is in a slump with
steep job cuts occurring in both the private and public sectors. The only industries to record moderately
strong growth are construction and transportation/warehousing. Despite the job losses, the
unemployment rate has held steady due to a contracting labor force. According to the U.S. BLS,
unemployment in the MSA was 4.2 percent, compared to 4.1 percent for the State of Connecticut. The
area unemployment rate has come down considerably from 7.8 at the beginning of the evaluation period.

The area economy is driven by financial services, high tech, and defense spending. The largest
economic sectors for employment are Education and Health Services, Professional and Business
Services, and Retail Trade. The MSA’s top employer, Sikorsky Aircraft Corp., is a large producer of
helicopters for the defense industry. Other top employers include St. Vincent’s Medical Center, and
Stamford Hospital. The area is also known as a Global financial center and benefits from its proximity
to NYC and a highly educated labor force. Bridgeport is dependent on its southern neighbor for jobs
and personal income while its economy is in a lull with approximately one in eight area residents
working in NYC. House prices are rising only slowly as the weak job market and lackluster population
growth depress demand. Single-family construction is flat and multifamily building is at a multiyear
low.

East Stroudsburg, PA MSA

According to the January 2018 Moody’s Analytics report, the East Stroudsburg’s economy is at risk of a
recession. The labor market slowed substantially in 2017 after making small gains in 2015 and 2016.
Both private and public sectors are weak and struggling to retain jobs. The area unemployment rate of
5.8 percent per the U.S. BLS, is considerably below the 9.7 percent at the beginning of the evaluation
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period. However, the MSA has the second highest unemployment rate in the State of Pennsylvania (3.9
percent overall) and is falling only because of a contracting labor force. The area’s economic drivers are
defense spending and tourism. East Stroudsburg benefits from its location near the Poconos Mountains
which draws tourists year-round. The fastest job growth has been in the leisure/hospitality industry
where one of five area workers is employed, which is almost twice the U.S. average. The area’s largest
employer, the Tobyhanna Army Depot benefits from increases in defense spending including pay
increases for military personnel. Other major employers include Sonofi Pasteur and Pocono Medical
Center. The largest economic sectors for employment are Leisure and Hospitality Services,
Government, and Retail Trade.

Kingston, NY MSA

Per the May 2018 Moody’s Analytics report, after growing strongly in 2017, the Kingston economy
weakened in 2018. The area suffers from a declining population which has been a headwind for
consumer-related industries. Major economic drivers are tourism and healthcare, which is being helped
by the area’s large senior population. Construction has been a dependable source of job growth, but the
pace is expected to slow as the expansion matures and population losses are felt. Per the U.S. BLS, the
unemployment rate was 4.5 percent in May 2018, down considerably from 8.3 percent at the beginning
of the evaluation period. The unemployment rate though improved, still fares worse than the State of
New York at 3.7 percent. The area’s top employers are Health Alliance of the Hudson Valley and State
University of New York at New Paltz. The largest economic sectors for employment are Government,
Education and Health Services, and Retail Trade.

Construction will be a dependable source of job growth but the pace will slow as the expansion matures
and population losses bite. Although nonresidential and residential construction are trending higher
upside potential is limited. New industrial development will slow along with growth in manufacturing
production, and the market for retail and office space will not tighten enough to warrant much new
construction at higher interest rates. Prospects are more favorable for residential construction; single-
family housing is modestly undervalued and affordability much higher than it is nationally or in New
York City or its outer boroughs. Still, absent faster household formation, homebuilding will not reach
its prerecession trend any time soon.

New Haven-Milford, CT MSA

Per the May 2018 Moody’s Analytics report, the New Haven economy is in the recovery stage. New
Haven is home to Yale, Quinnipiac, and Southern Connecticut State Universities and is thus heavily
reliant on higher education. Per Moody’s, net job creation over the last year has been minimal and the
state’s strained finances have driven public sector employment to a twenty-year low. New Haven’s
aging population and outflow of residents have led to a declining labor force. House price appreciation
has picked up but builders remain hesitant to put up single-family housing given persistent out-
migration. Healthcare is another important industry in New Haven and was the largest single
contributor to job gains over the past year. Education and Health Services is by far the largest economic
sector by employment, followed by Government, and Professional and Business Services. The area’s
largest employers are Yale New Haven Health System and Yale University. The MSA unemployment
rate per the U.S. BLS was 4.8 percent in 2018 compared to 9.1 percent at the beginning of the evaluation
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period. However, the area unemployment rate is still above that of the State of Connecticut overall (4.1
percent).

New York-Newark-Jersey City, NY-NJ-PA MSA

According to the August 2018 Moody’s Analytics report, New York’s recent economic performance has
not kept pace with the rest of the nation as job growth has been sluggish and wage gains haven’t kept up
with the national pace. New York is the financial capital of the U.S. and is heavily impacted by Wall
Street and the performance of financial markets which have encountered recent turbulence. The major
economic drivers are finance, medical centers and tourism. Major employers include, Northwell Health,
JPMorgan Chase & Co., NYC Health and Hospitals Corp, University of Rochester, and Citibank, NA.
The top economic sectors by employment are Education and Health Services, Government, and
Professional and Business Services. The area has suffered from domestic out-migration for many years
driven by high costs and an unfavorable industrial structure. In addition, elevated business costs push
businesses out of state. On the upside, the area benefits from a skilled labor force and a fast-growing
tech sector. High tech is primed for additional growth in NYC given the skilled workforce and the
presence of tech giants. Per the U.S. BLS, unemployment in the MSA was 4.3 percent in August 2018
compared to 9.0 percent at the beginning of the evaluation period 2012.

After years of excessive construction in the ultra-luxury market, prices have declined. Transaction
volume has declined in four straight quarters, according to the Real Estate Board of New York. Condo
prices are falling and concessions by landlords are decreasing. With more units in the pipeline,
downward price pressures will intensify and multifamily starts will remain depressed on the heels of
their worst 12-month period since 2014. The metro division is also plagued by the effects of the new tax
law. Limits on tax deductions for homeowners are weighing on northern New Jersey and Westchester
County. Data from local realtors’ associations show declining sales and homes spending longer on the
market. This foreshadows intensifying downward price pressures as buyers and sellers adapt.

Trenton, NJ MSA

According to the May 2018 Moody’s Analytics report, Trenton’s expansion is regaining traction but soft
spots remain. Year-ago growth in payroll employment exceeded the NJ and U.S. averages, driven by
steady gains in state government and rapid expansion in logistics. Despite the tight labor market,
income measures are far from stellar. Housing is another soft spot. Multi-family building has picked up
over the past year, but single-family building is still languishing.

The economy is heavily dependent on public sector which is a strength but is under constant threat from
NJ’s fiscal problems. State government jobs have risen 3 percent on average in each of the past two
years. Still the outlook is bleak. NJ’s debt burden of $221 billion translates to $61,000 per taxpayer.
Professional services will do the heavy lifting for Trenton over the next two years. Performance in
finance will be mixed. Government is by far the largest economic sector by employment, followed by
Education and Health Services, and Professional and Business Services. The area’s largest employers
are Bank of America, Princeton University, and Bristol-Myers Squibb. The MSA unemployment rate
per the U.S. BLS was 4.0 percent in 2018 compared to 8.3 percent at the beginning of the evaluation
period. The unemployment rate is similar to the State of New Jersey at 4.1 percent.
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Community Contact

The analysis takes into consideration comments provided by ten community contacts that serve the
bank’s New York MMSA AA. Five of the ten community contacts represent affordable housing
agencies, two represent Community Development organizations, and one is a non-profit legal service
organization. In addition, two contacts represent Interagency CRA Group Meetings hosted by regulators
with a combined 17 community advocates participating.

The New York MMSA is broad and diverse economically and demographically. New York City, the
principal city in the MMSA, is the single largest regional urban economy in the country and is the most
significant economic contributor to the AA. While there are huge pockets of very wealthy in New York
and throughout the MMSA, there is also a significant number of LMI people and LMI communities in
the AA. Additionally, nearly one in every 121 New Yorkers is currently homeless. LMI families with
children make up three-quarters of the homeless shelter population in the AA.

The five housing agency contacts serve various parts of the AA and indicate an overwhelming need for
affordable housing, including affordable senior housing and shelter solutions for the homeless. A
significant portion of very low-income New Yorkers pay more than half their income in rent. While the
city has been making strides towards creating and preserving affordable housing, there is a need to
create or preserve 300,000 affordable housing units by 2026. One affordable housing contact
commented there is also a lack of small affordable loan products, which has driven LMI consumers to
rely more on payday lenders, rent to own, and other predatory lenders causing many consumers to end
up in an endless debt cycle that ruins their credit. While another affordable housing community contact
commented there is a need for basic (no fee) banking products and services. The contact discussed that
while local institutions often collaborate with housing non-profits to fund programs and events, it is less
common to receive funds in the form of grants and low-cost loans which is also a need in the AA. Other
needs throughout the AA include small business lending and micro-loans to small businesses.

The analysis takes into consideration comments provided during an Interagency CRA Group Meeting
with a group of six community organizations representing the Newark and Elizabeth, NJ areas of the
AA. The organizations provide shelter services for homeless families, rental assistance, social service
assistance to homeless people and individuals with disabilities, job training, and first-time home buyers
program. One of the community contacts from an affordable housing agency in New Jersey described
the economic conditions of the AA as improving, although at a slow pace. Despite the improving
economy, the community contact indicated that the high cost of living and unemployment in the AA
continue to strain the incomes of LMI families. Additionally, there are still some families awaiting
Hurricane Sandy relief assistance to rebuild homes. One community advocate from a CDC in New
Jersey mentioned that as a result of Superstorm Sandy, businesses of all sizes experienced a drop in
critical working capital, even if they didn’t have physical damage from the storm. Revenue losses from
Superstorm Sandy were due to power outages, delayed supply deliveries, and lack of customers. To
date, one non-profit in the AA has loaned $3.2 million to over 100 small businesses in 14 counties
throughout New Jersey. Business owners have used the funds to pay off more expensive debt,
purchase equipment and inventory, renovate or expand their locations, and support general working
capital needs. The community advocate mentioned there is a strong need for loans to small business
owners with low interest rates to finance the purchase, construct or improve of owner-occupied property,
and/or to purchase major equipment.
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The bank conducted research in the AA and identified community needs for affordable housing for low-
income families, disaster recovery due to continued effects of Super Storm Sandy, financial education
for the unbanked or underbanked residents; and small business assistance for small business owners.

Considering the information from the community contacts and bank management as well as
demographic and economic data, affordable housing particularly for LMI families and the chronically
homeless are primary credit needs of the AA. Additionally, small business loans and micro lending to
small businesses are primary credit needs for the AA. Opportunity exists to originate these types of
loans throughout the AA; however, it is limited in the low-income geographies as reflected by the small
proportion of OOUs and small businesses coupled with limited home affordability for LMI individuals.

Scope of Evaluation in New York MMSA AA

The rating for the New York MMSA AA is based on a FS evaluation of the bank’s performance in the
New York-Newark, NY-NJ-CT-PA CSA. The New York MMSA is the fourth largest rated area and
along with 12 other rated areas represents the bank’s most significant markets in terms of lending,
deposit, and branch distribution; therefore, the performance in the New York MMSA AA contributed to
the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN NEW YORK
MMSA AA

LENDING TEST
The bank’s performance under the Lending Test in the New York MMSA AA is rated Outstanding.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the New York MMSA AA is excellent.

Lending Activity

Based on the tables below, lending levels reflect excellent responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and
CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.

Number of Loans

Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
New York 439,333 191,262 839 340 631,774
MMSA
Dollar Volume of Loans (000’s)
Small Small Community
Assessment Area Home Mortgage Business Farm Development Total

New York MMSA $161,563,244 $9,815,285 $27,241 $5,185,314 $176,591,084
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WFBNA ranked eighth in deposits with 3.5 percent market share in the AA. In overall HMDA lending,
WFBNA ranked first with 10.3 percent market share. There is strong competition as reflected by the
1,059 lenders and 254 depository institutions in the AA. The number two lender in the market was
Chase with a 6.4 percent market share.

In small loans to businesses, WFBNA ranked seventh with a market share of 3.1 percent. The top three
lenders were American Express with a market share of 32.2 percent, JPMorgan Chase Bank with a
market share of 15.4 percent, and Citibank with a market share of 6.8 percent.

Distribution of Loans by Income Level of the Geography
The bank exhibits a good geographic distribution of loans in its AA.
Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
good.

e For 2012-2016, the combined proportion of home mortgage loans in low-income geographies is
below the aggregate distribution of loans and near to the proportion of OOUs in those
geographies. However, less weight was given to WFBNA’s performance in low-income
geographies because of the very small proportion of OOUs in low-income geographies.

e The proportion of loans in moderate-income geographies substantially meets the aggregate
distribution of loans and below the proportion of OOUs in those geographies.

o The bank’s home mortgage lending in 2017-2018 is slightly below the combined performance in
2012-2016.

Small Loans to Businesses

Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to businesses for this evaluation is adequate.

e For both 2012-2016 and 2017-2018 periods, the proportion of the bank’s small business loans in
low-income geographies is below both the aggregate distribution of loans and the proportion of
businesses located in those geographies.

e The proportion of loans in moderate-income geographies substantially meets the aggregate
distribution of loans and is below the proportion of businesses located in those geographies.

Distribution of Loans by Income Level of the Borrower

The bank exhibits a good distribution of loans among individuals of different income levels and
businesses of different sizes.
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Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrower distribution of home mortgage loan originations and purchases for this evaluation is
good.

e The New York MMSA AA has significant homeownership affordability hurdles especially for
LMI borrowers. As noted above, the area’s median housing value is 8.9 times the income of low-
income borrowers and 5.5 times the income of moderate-income borrowers indicating a limited
proportion of OOUs are affordable to LMI. Despite the affordability challenges, the bank’s
overall home mortgage lending in both 2012-2016 and 2017-2018 periods to low-income
borrowers exceeds the aggregate distribution of loans and is significantly below the percentage
of families.

e The bank’s lending to moderate-income borrowers substantially meets the aggregate distribution
of loans and is below the proportion of families.

Small Loans to Businesses

Refer to Table R in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue is good.

e For both 2012-2016 and 2017-2018 periods, the bank’s distribution of small loans to businesses
with revenues of $1 million or less exceeds the aggregate small business lending data for
businesses with revenues of $1 million or less and is well below the percentage of small
businesses located in the AA.

Community Development Lending
The institution is a leader in making CD loans.

The Lending Activity Tables, shown above, set forth the information and data used to evaluate the
institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.

The level of CD lending in the New York MMSA AA is excellent. WFBNA made 340 CD loans in its
AA for a total of $5.2 billion, which represents over 67 percent of allocated tier 1 capital. CD lending
performance has a significant positive impact on the lending test rating. The institution makes
significant use of innovative and/or complex CD loans and involved many complex projects where the
bank often acted in a leadership role. The majority of these loans were for the primary purpose of
affordable housing which is a critical CD need in the bank’s AA. The bank made 199 loans totaling
$3.8 billion (73.1 percent) for the purpose of affordable housing. Additionally, the bank extended 90
CD loans totaling $464 million for the primary purpose of community services, 37 loans totaling $76
million for the primary purpose of economic development, and 14 CD loans totaling $814 million for
revitalization and stabilization in the AA.
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Examples of CD loans in the AA include:

In May 2018, WFBNA provided a $470 million loan for an affordable housing development
located in a moderate-income census tract in Brooklyn. The development consists of nearly
6,000 affordable units spread across 46 high-rise apartment buildings. Sixty percent of units are
further subsidized under a long-term HAP contract and an additional 500 units have Section 8
vouchers. The activity was responsive to an identified need for affordable housing.

In June 2017, WFBNA provided a $20 million loan extension for an affordable housing
development in Midtown Manhattan which includes 36 affordable units. The building was
financed under the City’s Inclusionary Housing Program which mandates 30-year affordability
to households at or below 80 percent of area MFI.

In March 2013, WFBNA provided two loans totaling $5.8 million to fund the expansion of a
small business in Edison, New Jersey. The loan was made in conjunction with the SBA’s 504
CDC program. The activity was responsive to an identified need for access to capital for small
businesses.

In February 2016, WFBNA provided an $80 million construction loans for a mixed-development
located in a moderate-income tract in downtown Stamford, Connecticut. The development
includes retail, restaurants and 325 apartments located within walking distance of the Stamford
Transportation Center. The City of Stamford’s Master plan calls for retail, high-density
residential, and transit-oriented development in the downtown area that continues to face
significant challenges.

In September 2015, WFBNA provided a $96 million construction loan for redevelopment of a
vacant site located in a moderate-income tract in NYC which had sat vacant for four decades
since the city demolished many of the area’s tenement buildings through Urban Renewal. The
development consists of mixed income housing and includes 59 affordable housing units
restricted to tenants earning between 40 and 60 percent of the area MFI. The project was
expected to create approximately 1,600 permanent jobs and 4,400 construction jobs. The activity
was responsive to the identified need for affordable multifamily housing. The activity was also
highly complex in that it involved multiple funding sources, NMTC, and several financial
institutions.

Product Innovation and Flexibility

The institution makes extensive use of innovative and/or flexible lending practices in order to serve AA
credit needs. The bank launched the NeighborhoodLIFT program in the New York MMSA AA in
November 2017 and more than 500 potential homebuyers attended the event. Of the 500 in attendance,
WFBNA originated 144 mortgage loans totaling $49.4 million. Under the yourFirstMortgage loan
program the bank has funded 618 loans totaling $109.9 million to LMI homebuyers that qualified under
this program. Refer to the comments in the institution Innovative or Flexible Lending Programs section
of this performance evaluation for additional details regarding these programs.

INVESTMENT TEST

The bank’s performance under the Investment Test in the New York MMSA AA is rated Outstanding.
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Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the New York MMSA AA is excellent.

Qualified Investments

Prior Period* Current Period Total Unfunded
Assessment Area Commitments
**
# | $(000’s) # $(000’s) # % of $(000’s) % of # | $(000’s)
Total # Total $
New York MMSA | 85 | $150,819 | 1,908 | $2,791,622 | 1,993 | 100.0 $2,942.441 100.0

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.

The institution has an excellent level of qualified CD investments and grants, often in a leadership
position, particularly those that are not routinely provided by private investors. The current and prior
period investments dollar volume represents 38.0 percent of tier 1 capital allocated to the AA.

The institution exhibits excellent responsiveness to credit and community economic development needs
identified in the AA, including affordable housing, community services, economic development, and
revitalization/stabilization for LMI individuals and geographies. Over 96 percent of the dollar volume
of the bank’s current and prior period investment focused on affordable housing which is a primary
credit need in the AA. Additionally, the bank provided over 1,700 grants totaling $49.8 million to a
variety of organizations that primarily support affordable housing, community services, and economic
development.

The institution makes extensive use of innovative and/or complex investments to support CD initiatives.
CD Investments involved many complex LIHTC and NMTC projects where the bank acted in a
leadership role with participations from federal, state, and local housing agencies and real estate
developers. Additionally, the bank purchased numerous government mortgage-backed securities for the
CD Investment portfolio.

Examples of CD investments in the AA include:

e InJuly 2013, WFBNA made a $276 million investment in an affordable housing fund offered by
the New York City Housing Authority (NYCHA). All properties are located in New York City,
New York, and are restricted to tenants earning 80 percent or less of the area MFI. This fund
involves 14,465 public housing units in 155 buildings clustered in 13 distinct locations
throughout New York City. Of the units, 12,219 are designated as LIHTC units and restricted to
tenants earning 60 percent or less of the area MFI. The remaining 2,246 units are restricted to
tenants earning 80 percent or less of the area MFI. NYCHA's mission is to increase
opportunities for LMI individuals providing safe, affordable housing, and facilitating access to
social and community services.

e In September 2017, WFBNA made a $6.0 million NMTC investment for the development of a
new Federally Qualified Health Center (FQHC) in Bronx, NY. The FQHC is located in a low-
income census tract and transformed an existing dilapidated medical/retail building into a new
first-class medical facility. The new facility contains 10 new examination rooms, space for
routine primary care, mammography, optometry, podiatry and mental health services and offer
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high-quality health services to the residents of the surrounding low-income area with the
potential to serve over 18,000 patients. Site staffing includes doctors, clinical support staff, and
administrative/other staff. Staff FTEs in each category will increase annually to support
enhanced operations and provide increased patient services over time.

During the exam evaluation period, WFBNA provided 52 housing counseling grants totaling
$314,700 through the HCGP benefiting local nonprofit housing organizations to create
affordable and sustainable homeownership opportunities for LMI individuals in the New York
MMSA AA. Refer to the comments in the institution Community Development Initiatives section of
this public evaluation for additional details regarding this program.

During the exam timeframe, WFBNA provided two grants totaling $450,000 through the Small
Business DCC Program benefiting small businesses in the New York MMSA AA. Refer to the
comments in the institution Innovative or Flexible Lending Practices section of this public evaluation

for additional details regarding this program

SERVICE TEST

The institution’s performance under the Service Test in the New York MMSA AA is rated High

Satisfactory.

Based on a FS review, including the data in the tables below and consideration of performance context

discussed in the service test, the bank’s performance in the New York MMSA AA is good.

Retail Banking Services

Service delivery systems are accessible geographies and individuals of different income levels in the

institution’s AA.

Distribution of Branch Delivery System

Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each

Assessment Area BANK Rated Income of Geographies (%) * Geography *
Area Deposits in | Branches Area

AA Branches Low Mod Mid Upp Low | Mod Mid Upp

in AA

New York 100.0 419 100.0 6.4 150 | 30.1 | 478 123 | 21.7 31.6 34.2
MMSA

* May not add up to 100 percent due to geographies with unknown tract income level and rounding. Population in census tracts with

income unknown represent 0.2 percent and the bank’s branches in these tracts represent 0.7 percent of total branches in the AA.

Distribution of Branch Openings/Closings
Net change in Location of Branches
# of Branch | # of Branch (+or-)
Assessment Area Openings Closings
Low Mod Mid | Upper NA
New York MMSA 13 37 0 -2 -4 -17 -1
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As of December 31, 2018, WFBNA operates 419 branches and 736 ATMs in the New York MMSA
AA. Of these branches, 410 are full-service locations and nine are limited-service branches. The
institution’s branches include 27 branches in low-income geographies and 63 branches in moderate-
income geographies. The branch distribution in LMI geographies is below the percentage of the
population in LMI geographies in the AA. When considering an additional 30 branches within close
proximity to LMI geographies, the bank’s distribution improves and is near to the demographics.

The institution’s opening and closing of branches have not adversely affected the accessibility of its
delivery systems, particularly in LMI geographies and/or to LMI individuals. The bank opened one
branch in moderate-income, two branches in middle-income, and ten branches in upper-income
geographies. The bank closed three branches in moderate-income, six branches in middle-income, 27
branches in upper-income geographies. The bank also closed one branch in a geography where income
level is “NA” or unknown. The closure of branches in moderate-income geographies did not negatively
impact the distribution of branches relative to the population residing in those geographies.

Services, including where appropriate, business hours, do not vary in a way that inconveniences the
various portions of its AA, particularly LMI geographies and/or individuals. While there are slight
variations in opening and closing times, all but three branches are open Monday through Friday from
9:00 am to 5:00 pm with a few branches opening as early as 8:30 am or as late as 10:00 am and a few
closing as early as 4:00 pm or as late as 7:00 pm. One branch is only open on Wednesday between 9:00
am and noon. Of 419 branches, 345 are also open on Saturdays and one is open on Sunday. All
WEFBNA services are available at all branches and all ADS discussed bank-wide are available in this
AA.

Community Development Services

The institution provides a relatively high level of CD services.

The level of CD services in the New York MMSA AA is good. Bank records show that employees
provided their financial or job-specific expertise and/or technical assistance for 1,849 CD service
activities to 340 organizations since the last evaluation, logging a total of 5,728 qualified hours within
this AA. The majority (85 percent) of the bank’s assistance was to organizations that provide community
services to LMI individuals and families. Other activities targeted economic development (9 percent),
affordable housing (5 percent), and revitalization or stabilization (1 percent). The bank’s financial
assistance provided was responsive to the identified needs in the AA particularly affordable housing.
The following are examples of CD services provided in this AA:

e A WFBNA team member provided six hours of Board service and 63 team members provided
418 hours of financial education at the New Jersey charter school. According to the NCES, the
free-and reduced-lunch program participation rate at the school is 88.3 percent.

e A WFBNA team member provided 47 hours of Board service and 251 hours of financial
education to a community action committee organization. Five other team members provided an
additional eight hours of financial literacy education or technical assistance. This organization
provides a variety of services to low-income residents including housing counseling, financial
education, and small business support.
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e A WFBNA team member provide 125 hours of Board service to a business assistance
corporation. This organization is a certified community development company and regulated by
the SBA. The organization provides financing to small businesses to assist in job creation.

e A WFBNA team member provided 80 hours of Board service to a business assistance
corporation. The organization's mission is to provide loan capital and business mentoring to
small business owners that cannot access more conventional bank financing. The objective is to
create jobs and foster community-wide economic development.
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Multistate Metropolitan Statistical Area Rating
Omaha-Council Bluffs, NE-IA MSA (Omaha MMSA AA)

CRA rating for the Omaha MMSA AA®: Outstanding
The Lending Test is rated: Outstanding
The Investment Test is rated: Outstanding
The Service Test is rated: Outstanding

The major factors that support this rating include:

Excellent lending activity;

Excellent distribution of loans by borrower profile;

Adequate geographic distribution of loans;

WFBNA is a leader in providing CD loans, which has a significant positive impact on the Lending
Test;

WEFBNA'’s use of flexible products has a neutral impact on the Lending Test;

Excellent level of CD investments that are responsive to AA needs;

Retail delivery systems are readily accessible to all portions of the AA; and

Good level of CD services that are responsive to the needs of the bank’s AA.

Description of Institution’s Operations in Omaha MMSA AA

WFBNA delineated one AA within the Omaha-Council Bluff, NE-IA MSA. Refer to Appendix A for a
complete description of the AA. WFBNA has $3.0 billion of retail deposits in the Omaha MMSA AA
representing 0.2 percent of adjusted deposits. The Omaha MMSA AA represents the 30th largest rated
area in terms of deposits. In the Omaha MMSA AA, WFBNA ranked third out of 71 institutions with
9.2 percent market share. The first and second banks within the MMSA in terms of deposits, are First
National Bank of Omaha and Mutual of Omaha Bank with 28.8 percent and 16.0 percent deposits,
respectively. WFBNA operates 20 branches and 42 ATMs within the Omaha MMSA AA, representing
0.4 percent of the bank’s branches and 0.3 percent of the bank’s ATMs. In the Omaha MMSA AA, the
bank originated and purchased $7.2 billion in loans or 0.5 percent of total bank loan originations and
purchases during the evaluation period. The bank’s primary loan products in the Omaha MMSA AA are
home mortgage loans and small business loans.

Demographic Data

The following table provides a summary of the demographics that include housing and business
information for the Omaha MMSA AA. Table A shows that the volume of OOUs is small in the low-
income tracts and close to 38 percent of families in the AA are LMI. The area’s median housing value
in the Omaha MMSA AA is twice the MSA median income, but 2.6 times moderate-, and four times
low-income, indicating a limited proportion of OOUs are affordable to low-income residents. Median

13 This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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rents and the significant percentage of families below poverty level suggest rental housing is also
unaffordable for many low-income residents.

Table A - Demographic Information of the Assessment Area
Assessment Area: Omaha-Council Bluffs NE-IA MSA (2016)

Demographic Low |Moderate| Middle | Upper
Characteristics % of #| % of # % of # | % of # %of#

Geographies (Census Tracts) 11.4 20.4 42.4 2515
Population by Geography 865,350 8.4 19.7 43.0 28.6 0.3
Housing Units by Geography 355,732 9.0 211 44.7 25.1 0.1
Owner-Occupied Units by Geography 224,557 5.1 16.3 47.0 31.6 0.0
Occupied Rental Units by Geography 103,393 15.0 29.9 41.0 14.0 0.1
Vacant Units by Geography 27,782 18.3 27.8 39.5 14.0 0.4
Businesses by Geography 52,852 6.4 16.5 47.0 29.6 0.4
Farms by Geography 3,328 1.3 7.9 67.5 23.3 0.0
Family Distribution by Income Level 217,206 20.4 17.5 22.8 39.3 0.0
Household Distribution by Income Level 327,950 23.1 16.8 18.5 41.6 0.0
Median Family Income MSA - 36540 $69,538 Median Housing Value $147,021
Omaha-Council Bluffs, NE-IA MSA

Median Gross Rent $732

Families Below Poverty Level 7.7%

Source: 2010 U.S. Census and 2016 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

According to the June 2018 Moody’s Analytics report, Omaha has entered the late-cycle phase of its
expansion but there is no evidence the economy is overheating. Wage growth that is well above the
state and U.S. averages has attracted job seekers, and firms quickly responded to an influx of new labor
force entrants by stepping up their net hiring. Net hiring has notably improved in manufacturing,
construction, and leisure/hospitality. Despite rising trade concerns, factories in Omaha are responding to
stronger growth in manufacturing production by hiring workers at the fastest pace since data began in
1990. Commercial building will prove invaluable to maintaining payroll momentum through the end of
next year.

Job gains in insurance and credit intermediation will slow, partly because of weakness in agriculture.
The housing market is mixed as single-family starts are struggling but multifamily building is soaring.
Major area employers include Nebraska Medical Center, Offutt Air Force Base, and University of
Nebraska Medical Center.

According to the U.S. BLS, Omaha’s unemployment rate as of June 2018 was 2.6 percent, down from
4.4 percent at the beginning of the evaluation period. The MMSA unemployment rate was the same as
the State of lowa at 2.6 percent and lower than the State of Nebraska at 3.0 percent during the same
period.
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Community Contact

The analysis takes into consideration comments provided by two community contacts that serve the
bank’s Omaha MMSA AA. Both organizations serve Pottawattamie County and the entire AA. One
organization works with banks to offer affordable mortgage products to LMI individuals. The other
organization administers a LIHTC program and provides other services to the AA focusing on
revitalizing LMI neighborhoods.

The community contact stated that banks seem to be averse to extending mortgage credit to LMI
borrowers and attributed that to the tightening of credit underwriting by financial institutions following
the Great Recession. Many banks have yet to relax their tightened underwriting standards exacerbating
access to affordable mortgage credit for LMI borrowers. Complicating this is the LMI borrowers’ low
credit scores. There are housing units affordable to LMI borrowers in price points between $120,000 to
$160,000 in LMI census tracts; however, these units are typically older homes in need of some repair.

The contact also mentioned that while banks have seemingly tightened their mortgage underwriting
criteria, they remained active in homebuyer assistance efforts to help LMI borrowers prepare for
homeownership. The contact indicated that WFBNA is an active investor in their LIHTC program and
often seek to provide related construction financing.

The bank conducted research in the AA and identified community needs for affordable housing for low-
income families, homeless services such as permanent and supportive housing, small business
assistance, and workforce development/job readiness.

Considering the information from the community contacts and bank management as well as
demographic and economic data, affordable housing lending represents a primary credit need in the
Omaha MMSA AA. Opportunity exists to originate these types of loans throughout the AA; however, it
is limited in the low-income geographies as reflected by the small proportion of OOUs coupled with
limited home affordability for LMI individuals.

Scope of Evaluation in Omaha MMSA AA

The rating for the Omaha MMSA AA is based on a FS evaluation of the bank’s performance in the
Omaha-Council Bluffs, NE-IA MSA. A limited portion of the bank’s overall lending, investments, and
services were conducted in the Omaha MMSA AA,; therefore, the performance in the Omaha MMSA
AA received less weight in determining the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN OMAHA
MMSA AA

LENDING TEST
The bank’s performance under the Lending Test in the Omaha MMSA AA is rated Outstanding.

Based on a FS review, including the data in the tables below and consideration of performance context
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discussed in the lending test, the bank’s performance in the Omaha MMSA AA is excellent.
Lending Activity

Based on the tables below, lending levels reflect excellent responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and
CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.

Number of Loans
Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Omaha MMSA 37,992 9,177 269 32 47,470

Dollar Volume of Loans (000’s)

Assessment Home Small Small Community
Area Mortgage Business Farm Development Total
Omaha MMSA | $6,647,463 $505,678 $25,422 $128,812 $7,307,375

WFBNA ranked third in deposits with 9.2 percent market share in the AA. In overall HMDA lending,
WFBNA ranked first with 11.1 percent market share. There is strong competition as reflected by the 375
lenders and 71 depository institutions in the AA. The second and third lenders in the market were First
National Bank of Omaha with a 9.1 percent market share and U.S. Bancorp with a 6.4 percent market
share.

In small loans to businesses, WFBNA ranked fifth with a market share of 8.5 percent. The top three
lenders were American Express with a market share of 14.1 percent, U.S. Bank with a market share of
11.8 percent, and JPMorgan Chase Bank with a market share of 10.4 percent.

Distribution of Loans by Income Level of the Geography
The bank exhibits adequate geographic distribution of loans in its AA.
Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
adequate.

e For both 2012-2016 and 2017-2018 periods, the proportion of home mortgage loans in low-
income geographies is below the aggregate distribution of loans and is significantly below the
proportion of OOUs in those geographies.

e The proportion of loans in moderate-income geographies substantially meets the aggregate
distribution of loans and is below the proportion of OOUs in those geographies.
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Small Loans to Businesses

Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s overall geographic distribution of small loans to businesses for this evaluation is good.

e For both 2012-2016 and 2017-2018 periods, the proportion of the bank’s small business loans in
LMI geographies substantially meets the aggregate distribution of loans and is below the
proportion of businesses located in LMI geographies.

Distribution of Loans by Income Level of the Borrower

The bank exhibits an excellent distribution of loans among individuals of different income levels and
businesses of different sizes.

Home Mortgage Loans

Refer to Table P in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s home mortgage loan originations and purchases. The bank’s
overall borrower distribution of home mortgage loan originations and purchases for this evaluation is
excellent.

e The Omaha MMSA AA has homeownership affordability hurdles especially for low-income
borrowers. As noted above, the area’s median housing value is four times the income of low-
income borrowers indicating a limited proportion of OOUs are affordable to low-income
borrowers. Despite the affordability challenges, the bank’s overall home mortgage lending in
2012-2016 to low-income borrowers substantially meets the aggregate distribution of loans and
is well below the proportion of families.

e The bank’s home mortgage lending to moderate-income borrowers exceeds both the aggregate
distribution of loans and the proportion of families.

e Based on the bank’s performance in 2017-2018, the bank’s home mortgage lending is slightly
below the performance in 2012-2016.

Small Loans to Businesses

Refer to Table R in the “MMSA” section of appendix D for the facts and data used to evaluate the
borrower distribution of the institution’s originations and purchases of small loans to businesses. The
distribution of the bank’s originations and purchases of small loans to businesses by revenue is good.

e For both 2012-2016 and 2017-2018 periods, the percentage of small loans to businesses

originated or purchased exceeds the aggregate small business lending data for businesses with
revenues of $1 million or less and is below the percentage of small businesses located in the AA.
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Community Development Lending
The institution is a leader in making CD loans.

The Lending Activity Tables, shown above, set forth the information and data used to evaluate the
institution’s level of CD lending. These tables include all CD loans, including multifamily loans that
also qualify as CD loans.

The level of CD lending in the Omaha MMSA AA is excellent. WFBNA made 32 CD loans in its AA
for a total of $128.8 million, which represents 38.1 percent of allocated tier 1 capital. CD lending
performance has a significant positive impact on the lending test rating. The institution makes
significant use of innovative and/or complex CD loans and involved many complex projects where the
bank often acted in a leadership role. The majority of these loans were for the primary purpose of
affordable housing, which is a critical CD need in the bank’s AA. The bank made 21 loans totaling
$67.9 million (52.7 percent) for the purpose of affordable housing. Additionally, the bank extended 10
CD loans totaling $58 million for the primary purpose of community services.

Examples of CD loans in the AA include:

e In August 2016, WFBNA provided an $80 million line of credit for an affordable housing
development located in Omaha, NE. The loan proceeds were used to bridge the gap between the
receipt of capital contributions from investors and the payment of equity investments to
operating partnerships that own LIHTC projects. The development specified that 100 percent of
the units are restricted to tenants earning 60 percent or less of the area MFI.

e InJune 2017, WFBNA renewed a $5.0 million line of credit to a non-profit organization that
provides a life of possibilities for individuals with intellectual disabilities, offering vocational
training, independent living skills training and assistance and supportive residential services.
According to the organization's VP of Development, 95 percent of its clients are LMI individuals
as they earn less than 80 percent of the area MFI.

Product Innovation and Flexibility

The institution makes limited use of innovative and/or flexible lending practices in order to serve AA
credit needs. Under the yourFirstMortgage loan program the bank has funded 123 loans totaling $16.2
million to LMI homebuyers that qualified under this program. Refer to the comments in the institution
Innovative or Flexible Lending Programs section of this performance evaluation for additional details
regarding this program.

INVESTMENT TEST

The bank’s performance under the Investment Test in the Omaha MMSA AA is rated Outstanding.

Based on a FS review, including the data in the table below and consideration of performance context
discussed in the investment test, the bank’s performance in the Omaha MMSA AA is excellent.
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Qualified Investments
Prior Period* Current Period Total Unfunded
Assessment Area Commitments
**
# | $(000’s) | # $(000’s) # % of $(000’s) % of # | $(000’s)
Total Total $
#
Omaha MMSA 26 | $28,820 | 221 $94,302 247 100.0 $123,122 100.0

* Prior Period Investments' means investments made in a previous evaluation period that are outstanding as of the examination date.
** Unfunded Commitments' means legally binding investment commitments that are tracked and recorded by the institution's financial
reporting system.

The institution has an excellent level of qualified CD investments and grants, often in a leadership
position, particularly those that are not routinely provided by private investors. The current and prior
period investments dollar volume represents 34.4 percent of tier 1 capital allocated to the AA.

The institution exhibits excellent responsiveness to credit and community economic development needs
identified in the AA, including affordable housing, community services, economic development, and
revitalization/stabilization for LMI individuals and geographies. Over 82 percent of the dollar volume
of the bank’s current and prior period investment focused on affordable housing which is a primary
credit need in the AA. Additionally, the bank provided over 194 grants totaling $3.5 million to a variety
of organizations that primarily support affordable housing, community services, and economic
development.

The institution makes extensive use of innovative and/or complex investments to support CD initiatives.
CD Investments involved many complex projects where the bank often acted in a leadership role with
participations from local and federal agencies and various housing and economic organizations.

Examples of CD investments in the AA include:

e In November 2015, WFBNA invested $8.8 million in a 62-unit LIHTC affordable housing
development. This development is located in a middle-income area of Omaha, Nebraska and is
made up of 8-two bedroom and one bath units and 54-three bedroom and two bath units targeting
seniors 55 and older earning at or below 60 percent area MFI. WFBNA's financing for this
development was responsive to the identified need for affordable multifamily housing. WFBNA
also demonstrated multi-faceted support by providing the construction loan, equity investment,
and the permanent loan ($7 million) to support this affordable housing development.

e In May 2017, WFBNA provided a grant totaling $195,000 through the Small Business DCC
Program benefiting the State of Nebraska with a primary focus on North Omaha. Refer to the
comments in the institution Community Development Initiatives section of this public evaluation for
additional details regarding this program.

e During the exam timeframe, WFBNA provided three grants totaling $747,500 to a local housing
organization through the PMP for affordable housing in the Omaha MMSA AA. Refer to the
comments in the institution Innovative or Flexible Lending Programs section of this public
evaluation for additional details regarding this program.
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The institution’s performance under the Service Test in the Omaha MMSA AA is rated Outstanding.

Based on a FS review, including the data in the tables below and consideration of performance context

discussed in the service test, the bank’s performance in the Omaha MMSA AA is excellent.

Retail Banking Services

Service delivery systems are readily accessible to geographies and individuals of different income levels
in the institution’s AA.

Distribution of Branch Delivery System
Deposits Branches Population
% of Rated # of % of Location of Branches by % of Population within Each
Assessment Area BANK Rated Income of Geographies (%) Geography
Area Deposits in | Branches Area
AA Branches Low Mod | Mid Upp | Low | Mod Mid Upp
in AA
Omaha 100.0 20 100.0 10.0 30.0 | 30.0 | 300 8.8 20.3 43.7 27.2
MMSA
Distribution of Branch Openings/Closings
Net change in Location of Branches
Assessment Area # of Branch # of Branch (+or-)
Openings Closings
Low Mod Mid Upp
Omaha MMSA 0 0 0 0 0 0

As of December 31, 2018, WFBNA operates 20 branches and 42 ATMs in the Omaha MMSA AA. Of

these branches, 16 are full-service locations and four are limited-service branches. There are two
branches in low-income CTs and six branches in moderate-income CTs. The branch distribution in LMI
geographies significantly exceeds the percentage of the population in LMI CTs in the AA.

The bank did not open or close any branches during the evaluation period.

Services, including where appropriate, business hours, do not vary in a way that inconveniences the

various portions of its AA, particularly LMI geographies and/or individuals. Generally, branches are
open Monday through Friday from 9:00 am to 5:30 pm. Of the total branches, 16 are also open on
Saturdays from 9:00 am to 1:00 pm. All WFBNA services are available at all branches and all ADS
discussed bank-wide are available in this AA.

Community Development Services

The institution provides a relatively high level of CD services.
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Bank records show that employees provided their financial or job-specific expertise and/or technical
assistance for 183 CD service activities to 53 organizations since the last evaluation, logging a total of
793 qualified hours within this AA. A majority of the bank’s assistance was to organizations that
provide community services to LMI individuals and families. Other activities targeted affordable
housing and economic development. The bank’s financial assistance provided was responsive to the
identified needs in the AA particularly affordable housing. The following are examples of CD services
provided in this AA:

¢ A WFBNA team member provided 12 hours of Board activity and outreach to a nonprofit
Community Development Financial Institution whose mission is to promote sustainable
community development and quality of life in the Midwest by providing resources for the
development of affordable housing.

e WFBNA team members provided 16 hours of financial education and outreach to a nonprofit
organization that provides housing services ranging from homeless assistance to home
ownership, foreclosure prevention, reverse mortgage counseling, financial management and
individual development accounts.
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Multistate Metropolitan Statistical Area Rating

Philadelphia-Reading-Camden, PA-NJ-DE CSA (Philadelphia MMSA AA)

CRA rating for the Philadelphia MMSA AA*: Outstanding
The Lending Test is rated: Outstanding
The Investment Test is rated: Outstanding
The Service Test is rated: Outstanding

The major factors that support this rating include:

e Excellent level of lending activity;

e Good geographic distribution of loans;

e Excellent borrower distribution of loans;

e WFBNA is a leader in providing CD loans, which has a significant positive impact on the Lending
Test;

e WFBNA'’s use of flexible products has a positive impact on the Lending Test;

e Excellent level of CD investments that are responsive to AA needs;

e Retail delivery systems are readily accessible to all portions of the AA; and

e Good CD services that are responsive to the needs of the bank’s AA.

Description of Institution’s Operations in Philadelphia MMSA AA

WFBNA delineated five AAs within the Philadelphia-Reading-Camden, PA-NJ-DE-MD CSA. Refer to
Appendix A for a complete description of the AA. These areas were combined, analyzed, and presented
at the CSA level with an AA name of Philadelphia MMSA. WFBNA has $32.8 billion of deposits in the
Philadelphia MMSA AA representing 2.6 percent of adjusted deposits. The Philadelphia MMSA AA
represents the seventh largest rated area in terms of deposits. WFBNA ranked fourth out of 124
depository institutions in the market with 6.4 percent deposit market share. The top three banks within
the MMSA in terms of deposits were Capital One with 24.3 percent, TD Bank with 23.6 percent, and
Chase Bank with 8.3 percent market share. WFBNA operates 214 branches and 404 ATMs within the
Philadelphia MMSA AA, representing 3.8 percent of the bank’s branches and 3 percent of the bank’s
ATMs. In comparison to the percentage of deposits and branching network, the bank originated and
purchased $56 billion in loans or 3.0 percent of total loan originations and purchases during the
evaluation period. The bank’s primary loan products in the Philadelphia MMSA AA are home mortgage
and small loans to businesses.

Demographic
The following table provides a summary of the demographics that include housing and business

information for the Philadelphia MMSA AA. Table A shows that the volume of OOUs is very small in
the low-income tracts and close to 39 percent of families in the AA are LMI. The area’s median housing

14 This rating reflects performance within the multistate metropolitan statistical area. The statewide evaluations do not reflect
performance in the parts of those states contained within the multistate metropolitan statistical area.
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value in the Philadelphia MMSA AA is 2.4 times the MSA highest median income, but 3 times
moderate-, and 4.9 times low-income, indicating a limited proportion of OOUs are affordable to LMI
residents.

Table A - Demographic Information of the Assessment Area
Assessment Area: Philadelphia-Reading-Camden PA-NJ-DE CSA (2016

: o Low Moderate | Middle Upper NA*
Demographic Characteristics % of # % of # % of #
1.3

Geographies (Census Tracts) 1,657 7.8 22.7 38.9 29.3

Population by Geography 6,823,255 7.2 214 40.4 30.6 0.3
Housing Units by Geography 2,833,073 7.4 22.2 40.1 30.1 0.2
Owner-Occupied Units by Geography 1,715,839 3.8 17.2 43.7 35.3 0.1
Occupied Rental Units by Geography 810,186 13.2 30.3 34.6 21.4 0.5
Vacant Units by Geography 307,048 12.7 29.2 34.0 23.9 0.3
Businesses by Geography 482,157 4.6 17.0 40.0 37.9 0.5
Farms by Geography 11,590 1.4 12.0 50.4 36.0 0.1
Family Distribution by Income Level 1,645,534 21.9 17.2 20.0 40.8 0.0
Household Distribution by Income Level 2,526,025 25.0 15.6 17.1 42.2 0.0
Median Family Income MSA - 12100 $66,523 Median Housing Value $243,277
Atlantic City-Hammonton, NJ MSA

Median Family Income MSA - 15804 $87,133 Median Gross Rent $1,039
Camden, NJ MD

Median Family Income MSA - 20100 $64,252 Families Below Poverty Level 9.4%
Dover, DE MSA

Median Family Income MSA - 33874 $99,939

Montgomery County-Bucks County-
Chester County, PA

Median Family Income MSA - 36140 $74,509
Ocean City, NJ MSA

Median Family Income MSA - 37964 $56,411
Philadelphia, PA MD

Median Family Income MSA - 39740 $67,696
Reading, PA MSA

Median Family Income MSA - 48864 $80,707

Wilmington, DE-MD-NJ MD

Source: 2015 U.S. Census and 2018 D&B Data
Due to rounding, totals may not equal 100.0
(*) The NA category consists of geographies that have not been assigned an income classification.

Economic Data

Philadelphia-Camden-Wilmington, PA-NJ-DE-MD, MSA

According to the May 2018 Moody’s Analytics report, the Philadelphia economy is still strong while in
the late expansion stage of the business cycle. Job growth will slow as labor shortages grow more
pronounced. In the long run, weak demographics, the city’s overreliance on wage taxes, and an
unfriendly business climate will constrain Philadelphia’s prospects to below average. Job growth
remains robust at 1.5 percent year-to-year, which pushed payrolls to their highest level since 1990.
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Private services are the primary source of strength, with fast job gains in leisure/hospitality and
healthcare/education. Strong job growth has pushed the unemployment rate down to a new post-
recession low. Demand for housing is still booming, with year-to-year quality-adjusted single-family
price growth outpacing the U.S. at 7.4 percent. Supply is responding, with both single-family and
multifamily permitting at a healthy pace. Demand is stronger close to downtown, but in general housing
markets are improving across Philadelphia, with prices up year-to-year in every submarket. The city’s
wage tax has been lowered, but this has not kept employers from relocating to the suburbs. A proposed
tax on new construction would dampen investment needed in the area with many vacant and dilapidated
buildings despite the recent boom.

Finance and business/professional services will remain vital to the economic success despite the recent
slowdown in growth. Major area employers include the University of Pennsylvania Health System,
Thomas Jefferson University & Health Services, and Comcast. According to the U.S. BLS, the
unemployment rate for May 2018 was 5.3 percent, significantly decreasing from 10.0 percent at the
beginning of the evaluation period. The unemployment rate in the AA was slightly higher than the overall
State of Pennsylvania at 4.3 percent.

Reading, PA MSA

According to the January 2019 Moody’s Analytics report, Reading’s robust manufacturing industry is
keeping the economy rolling. Thanks to above-average factory gains, year-ago job growth remains well
above the Pennsylvania rate and on par with the U.S. rate. With 18 percent of its jobs in factories,
Reading is in the 10 percent of metro areas with the highest factory dependence in the U.S. Reading’s
outsize primary metals and electrical equipment sectors serve the auto market. The auto industry is
poised for another solid year and the forecast calls for above average gains in factory output and
payrolls. Kutztown University will provide less support to growth because of weak demographic trends.
Undergraduate enrollment in the public university has fallen each of the last six years. Kutztown
account for about one in five jobs in state government, which has been flat during this time. Reading
will struggle to add high paying jobs as its lucrative management core faces challenges. The top
economic sectors by employment are government, education and health services, and retail trade. The
area’s largest employers are East Penn Manufacturing Co. Inc., Tower Health, and Carpenter
Technology Corp.

The housing market is slowing and house price appreciation trails the national average by nearly 2
percent points. According to the U.S. BLS, the unemployment rate for the fourth quarter of 2018 was
4.2 percent, down significantly from 7.7 percent since the beginning of the evaluation period. The
unemployment rate was similar to the State of Pennsylvania at 4.3 percent.

Atlantic City-Hammonton, NJ MSA

According to the May 2018 Moody’s Analytics report, the Atlantic City economy is declining.
Following a brief recovery starting in the second half of 2017, payroll employment fell in three of the
first five months of 2018, with job losses in mainstay leisure and hospitality. Atlantic City’s attempt to
diversify its gaming industry is needed as traditional casinos fail to attract visitors. Casinos make up the
top employers in the city, with Borgata Hotel Casino and Spa being the number one employer, the Hotel
at Bally’s Atlantic City in second place, and the Trump Hotel and Casino Resorts in third place.
According to New Jersey’s Division of Gaming Enforcement, casino revenues year to date through May
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are down 7 percent compared with the same period last year. Two new casinos in 2018 are emphasizing
entertainment, not gambling as the Hard Rock Hotel and Casino and the Ocean Resort Casino are
planning concerts and conventions to attract millennials and families. With the legalization of sports
betting, casinos are using this opportunity to gain a near-term edge over regional competitors. The
Borgata’s sports betting parlor opened shortly after the Supreme Court’s decision, making it one of only
two places in the state that accepts legal sports bets.

The report forecasts an end to the city’s healthcare industry lead over the state and region. Aggressive
hiring since a large-scale expansion of state Medicaid tied to an outsize share of lower-income residents.
However, there is now an oversupply of healthcare personnel in an area experiencing population losses
the past four years, hurting demand for medical services and slowing healthcare hiring. Rising sea
levels as a result of climate change are a threat to beachfront properties. According to the Moody’s
Analytics vulnerability index for sea level rise, the city ranks among the 50 most vulnerable counties in
the U.S. due to its high population density, poverty rate, and large percentage of housing stock in
FEMA-designated flood zones. Atlantic City invested in sea walls on parts of the boardwalk destroyed
by Superstorm Sandy, but these efforts may not be sufficient if sea levels rise as much as the National
Oceanic and Atmospheric Administration forecasts this century under a business-as-usual emissions
scenario.

The housing market is doing better as prices have been rising for over a year thanks to a significant fall
in foreclosure inventories. The share of sales that involve discounted distressed properties is finally
falling. While single family construction has yet to take off, multifamily construction is at its highest
level since the 1980s.

According to the U.S. BLS, the unemployment rate for 2018 was 6.3 percent and has decreased
significantly from 12.7 percent at the beginning of the evaluation period. The unemployment rate was
above the State of New Jersey at 4.1 percent.

Dover, DE MSA

According to the January 2019 Moody’s Analytics report, Dover’s expansion has lost momentum.
Although year-ago employment growth is strong, employment has not risen in 2018. Losses in retail
and hospitality in the second half of 2018 mean that these industries have given back all of their early
2018 gains. Dover’s large public sector will provide few new jobs in the years ahead but be a source of
stability for the economy because of Delaware’s strong fiscal position. Dover is Delaware’s capital and
state government makes up 20 percent of employment in the metro area, a share that is more than five
times the national average. A stress test of state budgets finds that Delaware is among the best prepared
states for the next downturn, meaning lawmakers will not have to raise taxes, cut spending or eliminate
jobs as dramatically to weather the next recession. The top economic sectors by employment are
government, education and health services, and retail trade. The area’s largest employers are Dover Air
Force Base, Bayhealth Medical Center, and Perdue Farms.

Home sales are stuck in neutral, and house price appreciation trails the national average by nearly 2
percent points. According to the U.S. BLS, the unemployment rate for the fourth quarter of 2018 was
4.4 percent, down significantly from 7.9 percent since the beginning of the evaluation period. The
unemployment rate was slightly above the State of Delaware at 3.8 percent.
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Ocean City, NJ MSA

According to the January 2018 Moody’s Analytics report, Ocean City’s economy is still in recovery and
improve slightly in 2018, but the outlook relies heavily on increased tourism spending since population
losses will persist. Ocean City is a coastal resort town with large numbers of seasonal workers during
peak summer season and slow employment in other industries do not absorb any meaningful share of
workers after the summer with resulting high unemployment rate. Top employers include Morey
Organization LLC, U.S. Coast Guard, and the Cape Regional Medical Center. The new tax law will hurt
housing, and it will be the end of the decade before job and income indicators improve. Longer term,
poor demographics will constrain prospects to below the U.S. average, but Ocean City will outshine
peers such as Atlantic City. Affordability has taken a hit and will erode further in coming quarters as
rates rise higher and income growth falls well short of that nationally. The correction in the stock
market also threatens household wealth, reducing consumer appetite for second homes relied upon for
almost two decades by the Ocean City housing market.

According to the U.S. BLS, the unemployment rate for the first month of 2018 was 9.1 percent,
increasing slightly from 2017 at 8.8 percent but with a significant decline since the beginning of the
evaluation period at 15.5 percent.

Community Contact

The analysis takes into consideration comments provided by two community contacts as well as an
interagency CRA listening session involving various community organizations that serve the bank’s
Philadelphia MMSA AA. One of the two community contacts represents a community group serving
the homeless and the other represents a consumer lender organization, providing homebuyer assistance,
home mortgages, and small business loans within the AA. The listening session represented 19
community organizations in the AA, including local government and the US Department of HUD.

The community group organization primarily serves the Philadelphia MSA while also serving other
states including D.C. The community group noted the need for funding and raising community
awareness. Means for financial institutions to provide funding include donations, fundraising, and
organizing drives to get the community involved, etc. The consumer lender organization serves eight
counties in the Philadelphia MMSA AA, focusing on small business lending as well as consumer
lending and improving client financial literacy. The contact noted populations in certain neighborhoods
in the City of Philadelphia are growing because of recent immigrants from Africa, Asia, the Middle
East, Mexico, and Vietnam. Philadelphia also has seen an influx of Puerto Ricans and Dominicans from
New York City due to the high cost of living, though the contact stated the increases would not replace
all those who left the AA since a population peak in the 1950 census. These immigrants often live in the
U.S. for years before starting a business in order to accumulate start-up capital and they need additional
money management services to understand the American financial system. The group cites the need for
banks to provide small business and commercial real estate loans to new immigrants; support groups
providing labor-intensive technical assistance, including financial counseling; and invest in renovation
and revitalizing communities in the AA, specifically vacant residential properties and occupied housing
owned by lower income senior citizens.
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The community organization listening session identified key issues including affordable housing, home
repair and improvement loan products, improving financial literacy and homeowner counseling
availability, funding small businesses, and further engagement with bank products and services. The
contact cited issues across the state of Pennsylvania with homeowner ability to obtain bank financing to
fund home repairs as well as the need for more marketing and outreach to let homeowners become
aware of assistance programs including foreclosure prevention assistance and more refinance
opportunities. The session also noted that more banks are creating restrictive barriers for small
businesses seeking credit and loan products to finance operations.

The bank conducted research in the AA and identified community needs for affordable housing for low-
income families, financial education for the unbanked and underbanked, homebuyer assistance services
to LMI families, and small business assistance to business owners.

Considering the information from the community contacts and bank management as well as
demographic and economic data, affordable housing particularly for LMI families and the chronically
homeless, are primary needs of the AA. Opportunity exists to originate these types of loans throughout
the AA; however, it is limited in the low-income geographies as reflected by the small proportion of
OOUs coupled with limited home affordability for LMI individuals. Additionally, small business loans
and micro lending to small businesses are credit needs for the AA.

Scope of Evaluation in Philadelphia MMSA AA

The rating for the Philadelphia MMSA AA is based on a FS evaluation of the bank’s performance in the
combined Philadelphia-Reading-Camden, PA-NJ-DE-MD CSA. The Philadelphia MMSA is the 71"
largest rated area and along with 12 other rated areas represents the bank’s most significant markets in
terms of lending, deposit, and branch distribution; therefore, the performance in the Philadelphia MMSA
AA contributed to the bank’s overall CRA Rating.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS IN
PHILADELPHIA MMSA AA

LENDING TEST
The bank’s performance under the Lending Test in the Philadelphia MMSA AA is rated Outstanding.

Based on a FS review, including the data in the tables below and consideration of performance context
discussed in the lending test, the bank’s performance in the Philadelphia MMSA AA is excellent.

Lending Activity
Based on the tables below, lending levels reflect excellent responsiveness to the credit needs in the AA
taking into account the number and dollar amount of home mortgage, small business, small farm, and

CD loans originated or purchased relative to its capacity based on deposits, competition, and market
presence.
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Number of Loans

Home Small Small Community
Assessment Area | Mortgage | Business Farm Development Total
Philadelphia 227,423 77,895 522 156 305,996
MMSA

Dollar Volume of Loans (000’s)

Home Small Small Community
Assessment Area Mortgage Business Farm Development Total
Philadelphia $51,704,971 $4,233,897 $18,884 $923,678 $56,881,430
MMSA

WFBNA ranked fourth in deposits with 6.4 percent market share in the AA. In overall HMDA lending,
WFBNA ranked first with 11.3 percent market share. There is strong competition as reflected by the
834 lenders and 124 depository institutions in the AA. The 2" and 3" top lenders in this market were
Quicken Family with a 3.7 percent market share and JPMorgan Chase Bank with a 3.2 percent market
share.

In small loans to businesses, WFBNA ranked 4th with a 6.5 percent market share. There is strong
competition for small loans to businesses as reflected by the 237 lenders in the AA. The top three
lenders by volume were American Express with a market share of 23.6 percent, PNC Bank with a
market share of 7.8 percent, and Capital One Bank with a 6.8 percent market share.

Distribution of Loans by Income Level of the Geography
The bank exhibits a good geographic distribution of loans in its AA.
Home Mortgage Loans

Refer to Table O in the “MMSA” section of appendix D for the facts and data used to evaluate the
geographic distribution of the bank’s home mortgage loan originations and purchases. The bank’s
overall geographic distribution of home mortgage loan originations and purchases for this evaluation is
good.

e The bank’s performance in both periods, 2012-2016 and 2017-2018, for home mortgage loans in
low-income geographies exceeds the aggregate distribution of loans and is below the proportion
of OOUs in those geographies.

e The proportion of loans in moderate-income geographies is below both the aggregate distribution
of loans and the proportion of OOUs in those geographies.

Small Loans to Businesses
Refer to Table Q in the “MMSA” section of appendix D for the facts and data used to evaluate the

geographic distribution of the bank’s originations and purchases of small loans to businesses. The
bank’s o