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INSTITUTION

INSTITUTION'S CRA RATING: Great Eastern Bank israted “SATISFACTORY.”

The satisfactory performance of the inditution with respect to the Community Reinvestment Act
(“CRA”) for the period of March 13, 2001, through April 6, 2003, is based on the following
performance criteria

A reasonable loan-to-deposit ratio;
A mgority of loansin the bank’ s assessment areg;

An excdlent loan penetration among individuas of different income levels and
businesses of different Szes, and

An adequate geographic distribution of loans in the bank’ s assessment area.

DESCRIPTION OF INSTITUTION

Egtablished in 1986, Great Eastern Bank (“GEB”) is based in New Y ork, New Y ork (having shifted its
headquarters since the previous examinaion from Flushing, New York). The bank is not pat of a
holding company or afiliated with any other financid indtitution. GEB reported $246 million in totd
deposits as of December 31, 2002. The deposits are held in the bank’s three branches located in the
borough of Queens (in Hushing) and in the borough of Manhattan (one at the midtown headquarters
and the other in lower Manhattan). GEB recently opened an additiona branch in the borough of
Brooklyn in April 2003.

As of December 31, 2002, the bank had tota Great Eastern Bank Loan Portfolio
asats of gpproximatdy $277 million, including

loans totding $161 million. GEB’s busness

drategy emphasizes commercid lending, and this

is reflected in the compostion of the bank’s loan 22%
portfalio.

4% 4% 1%

The loan portfolio conssts mainly of commercid
red estate mortgages (69%) and commerciad and
indugtriad loans  (22%), which represent
$146 million (91%) of total lending. Congtruction B Commercial real estate mortgages

loans and multifamily resdentid propeﬂies E Commercial & industrial loans

represent $7 million (4%) of total loans. The one- O Construction & multifamily residential loans
to four-family resdentid mortgege loans and

69%

0O Residential mortgages
Consumer loans
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consumer loans are not materiad components of the loan portfolio. Residentia mortgage loans totd
$7 million and represent 4%, and consumer loans total $1.5 million and represent 1% of tota loans.

In generd, GEB makes persond loans to its business customers on an accommodetion basis. The bank
offers only one-year adjustable rate mortgages for loans reported under the Home Mortgage Disclosure
Act (“HMDA”), but this limited product offering is not very competitive in the current low interest rate
environment. GEB reported only 40 HMDA-rdated loans from January 2001 to December 2002.
Because of the bank’s business strategy and the resulting low volume in this product line, a meaningful
andysis of HMDA-related lending in the bank’s overadl CRA performance could not be performed.
These loans were therefore excluded from the andysis.

There are no financid or legd impediments preventing the bank from mesting credit needs in its
asessment area. No credit practices that violated the substantive provisions of the antidiscrimination
laws and regulations, including the Equa Credit Opportunity Act and the Fair Housng Act, were
identified.

GEB dso received a satifactory rating a its previous CRA examination conducted as of March 12,
2001. At the next examination, the bank’s CRA performance will be assessed usng large bank
evauation guiddines as aresult of the increase in GEB’s asset Size over the last two cadendar years.

DESCRIPTION OF THE BANK’SASSESSMENT AREA

GEB expanded its assessment area since the previous examination. The new assessment area includes
Queens, Brooklyn, and a portion of Manhattan encompassing the area south of 57" Street from the
East Side to the West Side of the borough. The assessment area is located in Primary Metropolitan
Statigticd Area (“PMSA”) 5600 (New York, NY). A map illustrating GEB’s assessment area is on
page BB10.

PERFORMANCE CONTEXT

The following demographic and economic information was obtained from publicly available sources that

include the U.S. Depatment of Commerce's

Bureau of Census (1990), the U.S. Department of

Labor, and the U.S. Department of Housing and

i_‘ Low-income Urban Development (“HUD”). Examines dso
9%

Assessment Area Census Tracts

conducted interviews with community contacts to
income ga n_en understanding of assessment area issues and
O Middle-income credit needs.

19% O Moderate-

‘41%
28%
3% Upper-income

Census Tract
Percentage

O No income info
0% 20% 40% 60%
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Demographic Characteristics

The population of GEB’s assessment area is 4.8 million. The assessment area contains 1,591
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census tracts of which 135 (9%) are low-income, 311 (19%) are moderate-income, 651 (41%) are
middle-income, and 452 tracts (28%) are upper-income. No income information is available for 42
tracts (3%).

Income Characteristics

Composition of Households in

Assessment Area
The 2002 HUD-adjusted median family income for

PMSA 5600 (New York, NY) is $62,800, up from Edccicammutlicderaicincaine
$59.100 in 2001 Middle-income O Upper-income
! ' 39% 38%
40% —

According to the 1990 Census, of the 1.8 million e

households in the bank’s assessment area, 28% are 25%

low-income, 15% are moderate-income, 18% are 4

middle-income and 39% are upper-income. Of the 10%

1.2 million households that are considered families in o

the bank’s assessment area, 25% are low-income, Households H(t;use_lholt;s
amilies

17% are moderate-income, 20% are middle-income
and 38% are upper-income.

Housing Characteristics

The assessment area contains 1.9 million housing units. Of this total, owner-occupied housing represents
only 574,000 or 30%. Occupied rentd units, the primary form of housing in the assessment area,
represent 1,255,616 or 65% of the housing units. The remaining 5% of the housing units are vacant.

Labor, Employment and Economic Characteristics

According to the New York State Department of Labor, the unemployment rate in New York City
increased from 5.4% in November 2000 to 6.8% in November 2001. The job loss is associated with
the aftermath of the September 11, 2001, terrorist attacks as well as the generd downturn in the
economy. Current economic conditions continue to drive up the unemployment rate in New Y ork City,
which hit 8.3% in December 2002.

Non-farm business establishments in GEB' s assessment area total 221,342, of which 176,099 or 80%
have gross annua revenues (“GAR”) of $1 million or less. Of the totd number of non-farm business
establishments, 25% are located in LMI census tracts.

CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA

The satisfactory rating of GEB’s performance is based on an assessment of the bank’s core
performance criteria. To obtain performance levels related to lending, income and geographic
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digtribution, examiners anadyzed 180 loans originated between January 1, 2001, and December 31,
2002. The sample included 64 consumer loans and 116 small loans to businesses.

L oan-to-deposit Ratio

GEB'’s loan-to-deposit ratio was reasonable given the bank’s sze, financiad condition and the credit
needs of its assessment area. The bank’ s average loan-to-deposit ratio for the four most recent quarters
ending December 31, 2002, was 65%, based on information contained in the bank’s Consolidated
Report of Condition and Income This ratio was below the nationa peer average of 77% for smilarly
szed banks. However, this ratio exceeded the average loan-to-deposit ratio of 58% for smilarly sized
banks located in the assessment area

during the same period. EXHIBIT 1

Distribution of Loans in
Assessment Area

Lending in Assessment Area

GEB originated amgority of itsloansin its By Income Level of Borrower
assessment area. Of the 180 loans January 1, 2001 — December 31, 2002
anadyzed, 118 or 66% were extended to CONSUMER
Consumers and businesses in the benk's Less thalr_lg\(/)\glgﬁ\?e'\giih Income
assessment area Specificaly, 63% of Namber =
consumer loans and 67% of business Percentage 42%
loans were originated in the bank’'s Amount ($) $280,000
assessment area Percentage 36%
MODERATE-INCOME:

Lending to Borrowers of Different At least 50%_& less than 80% of

Incomes _and __ Businesses _ of Median Income

” ; Number 9
Different Sizes Percentage 22%
Amount ($) $215,000

GEB's ovedl record of lending to Percentage 27%
borrowers of different income levels, MIDDLE-INCOME:

At least 80% & less than 120% of

including low- and moderate-income .
Median Income

(“LMI") individuds, and businesses of

] ) Ry Number 5
different Szes was outstanding in light of Percentage 13%
the demogrgphics of the bank’s Amount ($) $120,000
assessment area Percentage 15%

UPPER-INCOME:
Consumer Loans 120% or more of Median Income
Number 9
, . Percentage 23%
The bank’s Iev_el of consumer lending to Amount ($) $177.000
borrowers of different income levels was Percentage 2204

excdlent. As Exhibit 1 a right shows,
loans to LMI borrowers totaled 64% of
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the loans sampled, while LMI families represent 42% of al familiesin the bank’ s assessment area.

Loans to low- and moderate-income borrowers accounted for 42% and 22% of the loans sampled,
respectively. These ratios compare very favorably with the demographics of the assessment area, which

indicate that 25% of al families are low-income and 17% of al families are moderate-income.

Business Loans

The bank’s leve of lending to businesses with GAR of $1 million or less was reasonable. As shown in
Exhibit 2 below, 70% of the loans sampled (and with verifiable business revenue) were made to such
busnesses. This ratio is dightly below the 80% of non-farm business establishments in GEB’s

assessment areawith GAR of $1 million or less.

EXHIBIT 2

January 1, 2001 — December 31, 2002

Distribution of Loans in Assessment Area
By Size of Business

SMALL BUSINESS LENDING SUMMARY

% of $
Number of | | $ amount of
Number of loans to Y% of loans to | $ amount of loans to amount of

loans to small loans to loans to

businesses™ small businesses | businesses small small
businesses” businesses” =
businesses

37 26 70% $9,945,992 $7,439,103 75%

Geographic Digtribution of L oans

GEB'’s overdl geographic distribution of loans was satisfactory given the demographics of the bank’s
assessment area. The distribution of lending in each loan category is andyzed below.

Consumer Loans

The geographic didtribution of the bank’s consumer loans was poor. Of the 40 consumer loans
originated in the bank’s assessment areg, only 6 loans or 15% were originated in moderate-income
census tracts, and none were originated in low-income census tracts. In comparison, 30% of the
households lie in LMI census tracts, which bresks down to 8% in low-income tracts and 22% in

moderate-income census tracts.

" Businesses with gross annual revenues of $1 million or less.
Business loans in assessment area with verifiable business income information collected.
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Business Loans

The geographic didribution of business loans was excdlent. Of the 78 business loans originated in the
bank’s assessment area and included in the analysis, 8% were extended in low-income census tracts
and 40% were extended in moderate-income census tracts. This performance compared very favorably
with the number of non-farm business establishments in LMI census tracts, with 5% located in low-
income tracts and 20% in moderate-income tracts.

Response to Complaints

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

Community Devalopment Activities

GEB'’s lending dso included a line of credit for $300 thousand extended to Grester Jamaica
Development Corporation (“GJDC”), a nonprofit community development corporation. The facility
helps fund the operationa needs of the corporation. In addition, the President/Chief Executive Officer of
GEB isamember of both the board of directors and loan committee of GIDC.

GEB dso holds a reduced-rate deposit of $50 thousand with the Lower East Side People's Federdl
Credit Union, a community development credit union. Serving primarily LMI people in the Lower East
Side of Manhattan, the credit union provides loans to small businesses and micro-enterprises, and red
estate and persond loans.

The bank aso contributed $16 thousand to various organizations that provide services in LMI

neighborhoods or to LMI individuas. The bank gave a total of $12,000 to GJDC and $2,000 to the
Neighborhood Housing Servicesin New York City.
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CRA APPENDIX A
GLOSSARY

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

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

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

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

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

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

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

L ow-income: Individua income that is less than 50% of the area median income, or a median family
income that is less than 50%, in the case of a geography.
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Metropolitan area (“"MA”): Any primary metropolitan datistical area (“PMSA”), metropolitan
datigticd area (“MSA”), or consolidated metropolitan statiticd area (“CMSA”), as defined by the
Office of Management and Budget, with a population of 250,000 or more, and any other area
designated as such by the gppropriate federd financia supervisory agency.

M oder ate-income: Individua income that is at least 50% and less than 80% of the area median
income, or amedian family income that is at least 50% and less than 80%, in the case of a geography.

Middle-income: Individud incomethat is at least 80% and less than 120% of the area median income,
or amedian family incomethat is at least 80% and less than 120%, in the case of a geography.

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

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

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