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NOTE: This evaluation is not, nor should it be construed as, an
assessnent of the financial condition of this institution.
The rating assigned to this institution does not
represent an anal ysis, conclusion or opinion of the
federal financial supervisory agency concerning the safety
and soundness of this financial institution.

GENERAL | NFORMATI ON

The Community Rei nvestnment Act (CRA) requires each federal
financi al supervisory agency to use its authority when exam ni ng
financial institutions subject to its supervision, to assess the
institution's record of nmeeting the credit needs of its entire
community, including | ow and noderate-incone nei ghborhoods,
consistent wwth safe and sound operation of the institution.
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Upon concl usi on of such exam nation, the agency nust prepare a
witten evaluation of the institution's record of neeting the
credit needs of its community.

Thi s docunent is an evaluation of the CRA performance of First
Nati onal Bank of Clifton prepared by Ofice of the Conptroller of
the Currency, the institution's supervisory agency, as of October
23, 2001. CQur assessnent of the bank's performance covers the
period since May 6, 1996. The rating received at that tinme was

“ Satisfactory Record of Meeting Community Credit Needs” . The
agency rates the CRA performance of an institution consistent
with the provisions set forth in Appendix Ato 12 CF. R Part 25.

INSTITUTION'SCRA RATING

Your institution is rated Satisfactory.

Maj or Concl usi ons:

e The bank’s record of extending credit to consunmers of different
inconme | evels and businesses of different sizes within its
assessnment area i s good.

e The bank’s | oan-to-deposit ratio is reasonable, given the
bank’s size and the assessnent area’s credit needs.

e A substantial majority of the bank's |loans are within its
assessnment area.

DESCRI PTI ON OF | NSTI TUTI ON

First National Bank of Cifton (FNBC) is a $26 nillion
institution located in Iroquois County. The rural comunity of
Clifton, Illinois, is approximately 70 mles south of Chicago and
20 mles south of Kankakee. Based on 1990 denographi c dat a,

| roquoi s County has approxi mately 30,787 people. difton
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Il1inois has approximately fourteen hundred people. difton's
assessnent area totals 7,373 people.

As of June 30, 2001, the First National Bank of Cifton' s assets
totaled $26.7 million. The bank’s average assets are conprised
of 61 percent |oans, 20 percent investnents, 9 percent federal
funds sold, and 10 percent non- earning assets. As of June 30,
2001 the bank’s loan portfolio totals approximately $16 mllion,
or 59 percent of total assets. Tier 1 capital is $2.7 mllion.
The | oan m x at June 30, 2001 was as foll ows:

Agriculture 4,648, 152 30%

Commer ci al and Comm 4,441, 192 28%

Real Estate

1-4 Fam |y 4,194, 441 26%

Resi denti al Real

Est at e

Consurmer 2,531, 000 15%

O her 204, 645 1%

The bank is a wholly owned subsidiary of First Trust Hol di ngs.
Inc. and an affiliate of a $110 mllion state bank. These two
banks make up the majority of the assets of the hol di ng conpany.
The bank is an intrastate bank in Illinois. There are no

Aut omat ed Tel | er Machi nes (ATM s) or branches.

The bank provides a variety of lending products to the community.
These include honme purchase, refinance, home inprovenent,
consuner, conmmercial, and agricultural |oans. Hone purchase and
refinance products are three- year, balloon | oans. Business | oans
are made primarily for farm operations and small businesses in
the area. These |oans are considered small farm and snal

busi ness because they were originated at less than $1 mllion.

The bank has no financial or |egal inpedinents that restrict it
frommneeting the credit needs of its local conmunity. The bank's
previous CRA rating as of May 6, 1996 was Sati sfactory.

DESCRIPTION OF ASSESSMENT AREA

The assessnent area (AA) is located in the northwest section of

| roquoi s County and includes the villages of Cifton, Chebanse,
Ashkum Danforth and Cresent City. The bank’s AAis in a non-
metropolitan statistical area (non-MSA). The AA consists of two
bl ock nunbering areas (BNA) designated as m ddle incone
geographies. The primary nmarket area of the bank is the Village
of Cdifton. Gther areas that are simlarly situated and served by
the institution are the Villages of Chebanse, and Ashkum These
villages are eight mles on either side of Cifton. The AA neets
the requirenents of the regul ation.




The foll ow ng denographic information for the bank's AA is based
on 1990 census data, unless otherw se indicated:

2000 HUD Adj ust ed Non- MSA

Medi an Fanily | ncone: $43, 600

1990 Non- MSA

Medi an Fanmily | ncone: $34, 908

| ncome Level s: 15% of the famlies are | ow i ncone;

15% are noderate incone; 18% are m ddle
i nconme; and 52% ar e upper incone

Housi ng St ock: 84% of the housing units are 1-4
famly

Cccupancy: 67% owner occupi ed; 24% renter occupied; 9%
vacant

Medi an Home Val ue: $49, 189

Medi an Year of Hones Built: 1956

The | ocal econony is stagnant. The |ack of industrial devel opnent
and residential construction is reflective of the economc trends
in this area. A drawback to future growth is the outdated sewage
system Wthin the |ast two years, the area has |ost the | ocal
hospital and a John Deere store. This caused a | oss of

approxi mately seventy- five jobs to |local residents. As of

Sept enber 2001, Iroquois County had an unenpl oynent rate of 5.8
percent. In conparison, 1990 unenpl oynment for Iroquois County was
2.10 percent and in the bank’s AAit was 2.40 percent. The State
of I'llinois unenploynment rate as of Septenber 2001 stood at 5.5
per cent .

The AAis primarily an agricultural community; however, a
substantial portion of the workforce is enployed in the Kankakee
area, primarily in the service industry.

The bank’s major conpetition in the Iroquois County AA consists
of lIroquois Federal-Cifton branch ($250 million in assets),
Central Bank of Ashkum ($29 million in assets), Federated bank -
Chabanse branch ($40 million in assets), and Federal Bank of
Kankakee ($267 million in assets).

Accordi ng to bank managenent, FNBC s market share for |ending
equates to approximately 25 percent of Cifton and the two
simlarly situated towns of Ashkum and Chebanse.

Based on a discussion with a conmunity devel opnent organi zation
it was confirmed that the primary needs in FNBC s AA are farmng
and smal | business funding. Small farm and small business | oans
are the primary needs in the comunity.



CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A

Lending to Borrowers of Different |Incones and to Busi nesses of
Different Sizes

FNBC s distribution of lending reflects good penetrati on anong
i ndi viduals of different incone |evels and busi nesses of
different sizes. W selected and sanpled 20 | oans of each
product type; hone purchases and consuner, to determ ne the

| endi ng distribution by incone |evel.

The follow ng chart provides a sanple of |oans reviewed based
on income levels of famlies and how t he bank provided | endi ng
to the different groups.

Gross | ncone Hone Pur chases Consuner Loans Total s
Level s
% of bank | oans | % of bank | oans % of t ot al
famlies
Low 15% 25% 15%
Moder at e 20% 15% 15%
M ddl e 40% 10% 18%
Upper 25% 50% 52%

The bank’s percentage of home purchase |oans to | ow and
noder at e-i ncome borrowers exceeds the percentage of the
famlies in the AA.  In consuner |ending, the bank’s percentage
of loans to | ow and noderate-incone borrowers exceeds the
percentage of famlies as well.

Smal | Busi ness Lendi ng

Ni nety-five percent of the businesses in the AA have gross
annual revenues of less than $1 mllion. Based on a sanple of
twenty | oans originated by the bank, including a |arge
percentage of farmrelated lending, it was determ ned that one
hundred percent were made to businesses with revenues | ess than
a mllion dollars and 70 percent of the small business |oans
are made within the AA. This level of lending is reflective of
the needs within the assessnent area.

Loan- to-Deposit Ratio

The bank’s | oan-to-deposit ratio is satisfactory. The bank’s
average quarterly | oan-to-deposit ratio covering the period
fromJune 1, 1997 to June 30, 2001 is 63.75 percent. The bank
has made nodest increases in this ratio since the |last review
The strongest ratio being in year 2000 with a 68 percent | oan
to deposit ratio. A review of peer information (fromthe

Uni f orm Bank Performance Report) for the last three years
reflects an average of 64 percent, in line with FNBC. Based on
Federal Deposit |Insurance Corporation (FDI C) information,
simlarly situated banks in the AA reflected an average of 65%

5




Lending In The Bank’s Assessnent Area

A substantial majority of loans originated are within the AA
Bet ween June 1, 1996 and June 30, 2001, 76 percent of the
nunber of all |oans were made within the bank’s AA and 72
percent of the dollar volunme was found to be in the AA

CGeographic Distribution O Loans

Because all the Bl ock Nunbering Areas tracts in the bank’s AA
are mddl e-i nconme, a geographic distribution analysis of the
bank’ s | oan originations would not be meaningful, and is not
considered in the overall CRA rating.

Compliance Wth Fair Lending Laws

An anal ysis of public coments, and consuner conpl aint

I nformati on was perforned according to the OCC s risk based
anal ysi s approach. Based on its analysis of the information,
the OCC decided that a conprehensive fair |ending exam nation
woul d not need to be conducted in connection with the CRA
evaluation this year. The |atest conprehensive fair |ending
exam nation was perfornmed in May 1996.

Witten Conpl aints
First National Bank of Cifton has received no witten

conplaints about its perfornmance in helping to neet the credit
needs within its assessnent area during this evaluation period.



