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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federa financid supervisory agency to useits
authority when examining financid indtitutions subject to its supervison, to assess the indtitution's record
of meeting the credit needs of its entire community, including low- and moderate-income
neighborhoods, cons stent with safe and sound operation of the ingtitution. Upon conclusion of such
examination, the agency must prepare a written evauation of the inditution's record of meeting the credit
needs of its community.

This document is an evauation of the CRA performance of The First National Bank of Jackson
prepared by the Office of the Comptroller of the Currency, the inditution's supervisory agency as of
the June 30, 1999. The agency rates the CRA performance of an ingtitution consstent with the
provisons st forth in Appendix A to 12 CFR Part 25.

INSTITUTION'S CRA RATING: Thisinditution israted Satisfactory.

The First National Bank of Jackson (FNB) has met the standards for satisfactory performance for each
of the following assessment criteriac |oan to deposit ratio, lending within the assessment areg, lending to

borrowers of different incomes and to businesses of different Szes, and geographic distribution of loans.
This evauation is based on information collected since FNB:s last CRA evauation dated May 8, 1995.




The following table indicates the performance level of The First National Bank of Jackson with

respect to each of the following criteria

SMALL INSTITUTION

THE FIRST NATIONAL BANK OF

ASSESSMENT JACKSON:=S
CRITERIA PERFORMANCE LEVELS
Exceeds M eets Does Not M eet

Standardsfor Standardsfor Standardsfor
Satisfactory Satisfactory Satisfactory
Performance Performance Performance

L oan to Deposit Ratio X

Lending in Assessment Area X

L ending to Borrowers of

Different Incomes and to

Businesses of Different sizes X

Geographic Digribution of

Loans X

Response to Complaints

Thebank hasnot received any CRA related complaints
since our previous CRA examination.




DESCRIPTION OF INSTITUTION

The Firgt Nationd Bank of Jackson is acommunity bank with total assets of $84 million. Themain
office and full service branch are located in Jackson, KY. The bank is owned by First Nationa Holding
Company of Jackson, K.

Asof June 30, 1999, net loans represented approximately 44% of total assets. FNB:s|oan portfolio
consists of 71% red edtate related loans, 18% consumer loans, and 11% commercid loans. FNB
offersavariety of loansincduding: persond or resdentid red estate, home improvement, smal
consumer, commercia, home equity, Sgnature, mobile home, and congtruction loans. Thereare no
financid conditions, legd congraints, or other conditions that would hinder the bank:=s ability to help
meet the credit needs of its assessment area.

DESCRIPTION OF ASSESSMENT AREA

The bank has one assessment area (AA). The AA consigts of Breathit County where the bank=s main
office and branch are located. This AA includes seven Block Numbering Aress (BNAS).! There are
no low-income areas within this AA, however, there are Sx moderate-income areas and one middle-
income area. The AA does not arbitrarily exclude low- and moderate-income geographies.

The income levds of the various familiesin the AA are asfollows: low-income (40%), moderate-income
(15%), middle-income (15%), and upper-income (30%). The 1998 KY statewide updated HUD non
MSA median family income? equaled $29,800. Based on 1990 census data, Breathit County has a
population of 15,638. The largest city in the county is Jackson with a population of 2,466. 29% of the
households receive socid security income and 24% receive some other type of public assstance.

The Breathit County economy is depressed but stable and loan demand is moderate. The maor
employers within the arealinclude the local government, Board of Education, hospita, and the service
indudtry.

There is one competing bank within the AA. There are afew other financid inditutions in neighboring
areas which aso provide some competition.

A BNA tract is defined by the Census Bureau. It describes a geographic area within a county.

The term median family income describes the median income earned by people sharing a home that are related by birth, marriage,
or adoption.



CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA:

< Loan to Deposit Ratio

FNB:s |oan to deposit ratio isreasonable. During the 16 quarters from September 30, 1995 through
June 30, 1999, FNB:s net loan to deposit ratio averaged 51%. FNB:sloan to deposit ratio has
remained stable during thistime period. The net |oan to deposit ratio of four Smilarly Stuated
community banks ranged from 50% to 84%.

< Lending in Assessment Area

In order to assess this performance factor, we andyzed consumer loans and residentia red estate loans
originated during 1999. These samples conssted of 20 consumer loans and 23 residentia red estate
loans. We found that 75% of the consumer loans, and 87% of the resdentia red estate loans, were
originated within the AA.

< Lending to Borrowers of Different Incomes and to Businesses of Different Sizes

FNB:s lending to borrowers of different income levelsisreasonable. We determined this by assessng
borrowers incomes of residential mortgage loans and consumer loans originated within the AA during
1999. The following table compares FNB:s penetration of loans to the digtribution of families with
different income levesin the AA.

FNB-s Loan Penetration by Borrower Income Level
Income L evel Familieswithin the Residential Consumer
Assessment Area | Mortgage Loans Loans
Low Income 40% 0% 53%
M oder ate Income 15% 5% 27%
Middle Income 15% 29% 13%
Upper Income 30% 66% 7%

The bank:=s distribution of loans to low-income borrowers is satisfactory when compared to the
demographic data. FNB lending levels to low and moderate borrowers exceeded the demographic
comparisons for consumer loans. Resdential mortgage lending was well below the demographic



comparisons. Thisis attributed to the fact that 39% of the householdsin the AA are below poverty
level. The mgority of the low income population is below poverty level and could not afford to
purchase and maintain ahome. Residentia mortgage lending to moderate income borrowers is 5%
which fals below the demographic comparison of 15%.

Geographic Digtribution of Loans

FNB-s Loan Penetration by Geography Income Level
Income Level Digtribution of Tracts Residential Mortgage
by Income Level Loans
Low Income 0% 0%
M oder ate I ncome 86% 90%
Middle Income 14% 10%
Upper Income 0% 0%

FNB-s geographic distribution of loans reflects a good disperson throughout their AA when compared
to the demographic data. As mentioned earlier in this document, there are no low-income BNA tracts
inthe AA and six moderate-income tracts. Based on resdentid mortgage |oans originated within the
AA during 1999, FNB:s residentid mortgage lending of 90% in moderate tracts exceeded the
demographic comparison of 86%.

< Response to Complaints

FNB has not received any CRA related complaints since the prior CRA evauation.
Compliance with Antidiscrimination Laws and Regulations

A far lending examination was performed in conjunction with our CRA evaduation. Thisexamination
was performed to determine if any disparate trestment to any prohibited basis groups had been

conducted. No violations of the subgtantive provisions of antidiscrimination laws and regulations were
identified.



