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INSTITUTION'SCRA RATING

This document is an evaluation of the Community Reinvestment Act (CRA) performance of
Citizens National Bank of Jessamine County, Nicholasville, Kentucky prepared by the Office
of the Comptroller of the Currency, the institution's supervisory agency, as of March 17, 2003.
The agency rates the CRA performance of an institution consistent with the provisions set forth
in Appendix A to 12 CFR Part 25.

Thisingitution israted Satisfactory.
Mgor Conclusions:
A mgority of loans and other lending-related activities are in the bank’ s assessment area.

The digtribution of loans reflects excdlent penetration among individuas of different income levels
and businesses of different Szes.

The geographic didiribution of loansis consdered excdlent, consdering the community's credit
needs and demographicsin relation to the bank's location and capacity to lend. There were no
conspicuous gaps in lending.

The average |oan+to-depost ratio is excdlent, consdering the bank’ s size, financid condition, and
assessment area credit needs.



DESCRIPTION OF INSTITUTION

Citizens Nationd Bank of Jessamine County (CNB) isa $136 million intrastate inditution located in
Nicholasville, Kentucky, approximately 10 miles south of Lexington. CNB iswholly owned by Citizens
Nationd Bancshares, Incorporated, a single-bank holding company. The bank has amain office and
three branchesin the county. Two of the branches have drive-thru facilities. CNB has three Automated
Teler Machines (ATM) and two cash dispensers. An ATM islocated a the main office, the Orchard
Center branch and the Wilmore branch. A cash dispenser islocated at the Kimberly Square Kroger
branch and the Hardy’ s BP station.

As of December 31, 2002, the bank’s net loan portfolio totaled approximately $113 million, or 81% of
average asts. Tier One capitd was $10 million. The loan mix was asfollows. 1-4 family residential
mortgages 41%, construction and devel opment loans 18%, commercia and industria |oans 14%,
commercid rea estate loans 11%, consumer loans 10%, farm-reated red estate |oans 2%, multifamily
loans 2%, and other |oans 2%.

The bank offers traditiona banking services and lending products including a program offering specia
fixed rate mortgages to low- and moderate-income homebuyers. CNB continues to be community
oriented and offers awide variety of loan productsincluding residentid red estate, commercid red
edtate, agricultural, and consumer.

Thereareno legd or financid circumstances that impact the bank’ s ability to meet community credit
needs. Thelast CRA evauation was performed on July 15, 1997. The bank received arating of
Satisfactory. The coverage period for this evauation isfrom August 1, 1997 to February 28, 2003.



DESCRIPTION OF JESSAMINE COUNTY

CNB'’s assessment areais dl of Jessamine County. The county is located within the Lexington Fayette
Metropolitan Statigtical Area (MSA). The 1990 U.S. Census divided the assessment areainto eight
census tracts, with three moderate-income, four middle-income, and one upper-income geographies.
There are no low-income census tractsin Jessamine County. The ddineation isin conformance with the
regulatory requirements of CRA. The assessment area appears appropriate in relation to the location of
the bank’ s offices and does not arbitrarily exclude any low- or moderate-income aress.

Jessamine County has atota population of 30,508 according to the 1990 U.S. Census. That number
has risen 28% to approximately 39,041 in 2000. The 1990 population was comprised of 10,532
households, of which 4,126, or 39%, are consdered to have low- or moderate-incomes. In addition,
the percentage of householdsin Jessamine County receiving public assstance is approximately 6%.
Other sgnificant factors to consder include: 14% of the households live below the poverty level and
20% are on socia security.

With the exception of outlying rurd arees, the assessment arealistypically developed and economically
diverse. Parts of the county have become a bedroom community for Lexington as Jessamine County
residents take advantage of employment opportunities outside the county. Primary employment
opportunities are in wholesae/retail trade, manufacturing, state and local government, and service
indudtries. Some limited agriculturd activity, mainly part time efforts, isaso present. Given Jessamine
County’ s strong economy and advantageous location, business and commercid lending demands are
vigorous. The mgor employersin the assessment area are Alltech, Donaldson Company, McKechnie
Vehicle Components, and Jackson Plagtics. Seventy-one percent of the businesses in the assessment
area have gross annud revenues of lessthan $1 million. As of January 2003, the county’ s unemployment
rate was 3.3%, comparing favorably to Kentucky’ s statewide unemployment rate of 5.6%.

There are atotd of three small community banks in the assessment area. The total deposits of these
banks range from $27 million to $118 million. CNB isthe largest bank in the county in relation to
deposits with a 34% market share. The bank’ s mgjor competition in the Jessamine County assessment
areaconssts of The Farmers Bank and Centrd Bank. There are dso five other financid indtitutions
operating a least one branch in Nicholasville.

A community contact familiar with the aredl s credit needsindicated that al banks in Jessamine
County are active in the community and are very willing to provide financing for potentia
projects. The contact did not identify any credit needs in the county that were not being met by
the banks or through other sources.



The following demographic information on the bank’s AA in Jessamine County is based on 1990 census
data, unless otherwise indicated.

Type of Information Jessamine County
Population
1990 Census Information 30,508
2000 Census Information 39,041

Kentucky HUD Adjusted MSA Median $56,300
Family Income— 2002

Familiesin AA:
Income Levels of Families %
Low 21.85%
Moderate 19.56%
Middle 24.90%
Upper 33.69%
Tota Familieswithin AA 100.00%

Householdsin AA:
Income leves of households # %
Low 2,536 | 24.08%
Moderate 1,590 | 15.10%
Middle 2,214 | 21.02%
Upper 4,192 | 39.80%
Tota Households within AA 10,532 | 100.00%

Median Home Vdue: $73,688
Median Y ear Built: 1974

Businessesin the Assessment Area %
Under $1 Million Revenue 70.51%
Ove $1 Million Revenue 6.12%
Revenue not reported 23.37%
Tota 100.00%




CONCLUSIONSABOUT PERFORMANCE CRITERIA
Lending in Assessment Area

A mgority of loans and other lending-related activities are in CNB'’s assessment area. The andysis
shows 62% of the number and 57% of the dollar amount of |oan originations sampled were to
borrowers insde the assessment area. To reach this conclusion, the OCC analyzed the bank’ s lending

activity by sdecting arandom sample of loans originated since the last CRA examination. See the table
below for details.

SAMPLE OF LOAN ORIGINATIONS FROM JAN 1998 THROUGH DEC 2002

Number of Percentage | Dollar Amt | Percentage
Loans of Loans of Loans of Loans

$(000's)

Within the Assessment Area 394 62.24% $33,706 57.06%

Totals 633 100.00% $59,071 100.00%

* Source: Randomly selected sample of residential real estate, consumer, and commercial loans originated between
January 1, 1998 and December 31, 2002.

Lending to Borrower s of Different Incomes and to Businesses of Different Sizes

The didribution of loans, given the demographics of the assessment area, reflects excellent penetration
among individuds of different income levels (induding low- and moderate-income) and businesses of
different Szes. To reach this conclusion, the OCC andyzed the bank’ s lending activity by sdecting a
random sample of loans of each of the bank’s primary loan types. The primary loan typesfor this
andyssincluded 1-4 family resdentia mortgages (purchase and refinance), commercia, and consumer
loans. See the tables below for detalls.



Table INC-1 1-4 Family Resdentid L oans shows the percentage of CNB’s home purchase and
refinance loans to low- and moderate-income borrowers dightly exceeds the percentage of familiesin
the assessment area with low- and moderate-income. Together, low- and moderate-income borrowers
received more than 48% of the number of 1-4 family residentid loans. CNB’s mortgage lending for the
purpose of purchasing or refinancing a home is reasonable consdering the identified home mortgage
credit needs in the community.

Table INC-2 Consumer Loans shows the overal percentage of CNB’s consumer loans to low- and
moderate-income borrowers greatly exceeded the percentage of households in the assessment areawith
low and moderate income. Low-income borrowers received 44% of the number of consumer loans
and moderate-income borrowers received 23% of the number of consumer loans.

Table INC-3 Business Loans indicates the percentage of CNB'’ s business loans extended to companies
congdered smdl in Sze (revenues under $1 million) exceeds the percentage of businessesin the
assessment areawith revenues under $1 million. Of the total number of business loans sampled, 100%
were to smal businesses. Demographicsindicate 71% of al businesses in the assessment area have
revenues less than $1 million. CNB’s business lending performance is excellent consdering the
demographics of the area.

Table INC-1 1-4 Family Resdential L oans

1-4FAMILY RESIDENTIAL LOANS

Per centage
of Families

Sampled Between January 1, 2000 and December 31, 2002

Borrower
Doallar Amt

Income
Level

Number of
Loans

Per centage
of Loans

of Loans
$(000's)

Per centage
of Dollars

within each
Income
Category

Low

13.80%

$ 184

23.53%

21.85%

M oder ate

34.48%

$ 645

26.18%

19.56%

Middle

17.24%

$ 416

27.34%

24.90%

Upper

34.48%

$ 858

22.95%

33.69%

Total

100.00%

$2,103

100.00%

100.00%

* Source: Randomly selected sample of 1-4 family residential loans (home purchase and refinance loans) originated
between January 1, 2000 and December 31, 2002 from within the bank’ s assessment area.



Table INC-2 Consumer Loans

CONSUMER LOANS

Borrower
Income
Level

Sampled Between January 1, 2000 and December 31, 2002

Number of
Loans

Per centage
of Loans

Dallar Amt
of Loans

$(000's)

Per centage
of Dollars

Per centage
of Families
within each
Income
Category

43.59% $ 72 28.45% 21.85%

L ow 17

23.08% $ 61 24.19% 19.56%

M oder ate

20.51% $ 69 27.41% 24.90%

Middle

12.82% $ 50 19.95% 33.69%

Upper

100.00% $252 100.00% 100.00%

Total

* Source: Randomly selected sample of consumer |oans originated between January 1, 2000 and December 1, 2002
from within the bank’ s assessment area.

Table INC-3 Business L oans

BUSINESS LOANS

Sampled Between January 1, 2000 and December 31, 2002 | Percentage

Business Income
Dollar Amt of of

Level

Businesses

in Revenues

Number of
Loans

Per centage of

Loans

Loans
$(000's)

Per centage
of Dollars

inthe AA

< $1 Million

27

100.00%

$1,699

100.00%

70.51%

> $1 Million

0

0.00%

$ O

0.00%

6.12%

Not Reported

0

0.00%

$ O

0.00%

23.37%

Total

27

100.00%

100.00%

100.00%

* Source: Randomly selected sample of commercial loans originated in the assessment area between January 1, 2000

and December 31, 2002.



Geographic Digribution of L oans

The overdl geographic distribution of loans reflects excdlent dispersion throughout the assessment area.

CNB'’s lending activity extends throughout the assessment area. There were no conspicuous gapsin
lending. To reach this conclusion, the OCC andyzed the bank’ s lending activity by selecting arandom
sample of loans of each of the bank’ s primary loan types (see tables below). The primary loan types
included 1-4 family resdentia mortgages (both purchase and refinance), consumer loans, and business
loans.

Table GEO-1 1-4 Family Resdentid Loans shows CNB has excellent penetration in making mortgage
loans in the moderate-income censustracts. These geographies contain 39% of al owner-occupied
housing in the assessment area and the sample selected for CNB showed 47% of the number and 44%
of the dollar amount of the 1-4 family resdentia loans were made to borrowers located in the
moderate-income census tracts.

Table GEO-2 Consumer Loans shows CNB has excdlent penetration in making consumer loansin the
moderate-income census tracts. These geographies contain 43% of al households in the assessment
area and the sample sdected for CNB showed 54% of the number and 59% of their consumer loans
were made to borrowers located in the moderate-income census tracts.

Table GEO-3 Business Loans shows CNB has excellent penetration in making busness loansin the
moderate-income census tracts. These geographies contain 27% of al businessesin the assessment
area and the sample selected for CNB showed 56% of the number and 38% of the dollar amount of
their business loans were made to borrowers located in the moderate-income census tracts.

Table GEO-1 1-4 Family Residential Loans

Geographic Distribution of 1-4 Family Residential L oans
By Geography Income Designation
Originated Between January 1, 1998 — December 31, 2002

1-4 Family Residential L oans Digtribution
of Owner

Dollars i
Number of Per centage Per centage Occupied

L oans $(000's) Housing

Income Level of
Census Tracts

M oder ate 155 47.26% $14,049 44.24% 38.60%

Middle 161 49.08% $15,380 48.43% 48.95%
Upper 12 3.66% $ 2,327 7.33% 12.45%
328 100.00% $31,756 100.00% 100.00%




Geographic Distribution of 1-4 Family Residential L oans
By Geography Income Designation

Originated Between January 1, 1998 — December 31, 2002

* Source: Randomly selected sample of 1-4 family residential mortgages (home purchase and refinance |oans)

originated between January 1, 1998 and December 31, 2002 from within the bank’ s assessment area.

** Note: The assessment area has no low-income geographies.
Table GEO-2 Consumer Loans

Geographic Digribution of Consumer Loans

By Geography Income Designation

Originated Between January 1, 2000 — December 31, 2002

Income L evel of
Census Tracts

Consumer Loans

Number of
Loans

Per centage

Dollars
$(000's)

Per centage

Distribution
of
Households

M oder ate

21

53.85%

$ 147

58.58%

43.14%

Middle

16

41.03%

$ 96

38.20%

46.42%

Upper

2

5.12%

$ 8

3.22%

10.44%

Total

39

100.00%

$251

100.00%

100.00%

* Source: Randomly selected sample of consumer loans originated between January 1, 2000 and December 31, 2002
from within the bank’ s assessment area.
** Note: The assessment area has no low-income geographies.

Table GEO-3 Business L oans

Geogr aphic Distribution of Business L oans

By Geography Income Designation

Originated Between January 1, 2000 — December 31, 2002

Business L oans

Income L evel of
Census Tracts

Number of
Loans

Per centage

Dollars
$(000's)

Per centage

Digtribution
of
Businesses
inthe AA

M oder ate

15

55.56%

$ 653

38.41%

27.18%




Geographic Distribution of Business L oans

By Geography Income Designation
Originated Between January 1, 2000 — December 31, 2002

Middle

10

37.04%

$ 873

51.38%

57.59%

Upper

2

7.40%

$ 173

10.21%

15.23%

Total

27

100.00%

$1,699

100.00%

100.00%

* Source: Randomly selected sample of business|oans originated between January 1, 2000 and December 31, 2002
from within the bank’ s assessment area.
** Note: The assessment area has no low-income geographies.

L oan-to-Deposit Ratio

The loan-to-deposit ratio is excellent given the bank’ s Size, financia condition, and assessment area
credit needs. CNB’s average net loanto-deposit ratio for the twenty-two quarters since the last CRA
evauationis 92%. The loan-to-depost ratio has increased since the last CRA evauation and as of
December 31, 2002 was 95%. Thisis higher than the ratios of the one bank considered smilarly
Stuated and operating in the assessment area. It is comparable to CNB in asset Size, market and mgjor
lending products. CNB’s ratio also exceeds its nationa peer group, which is 77%.

Responsesto Complaints

Citizens Nationd Bank has not received any complaints about its performance in helping to meet
assessment area needs during this evauation period.

Fair Lending Review

An analysis of recent years public comments and consumer complaint information was performed
according to the OCC’ s risk-based fair lending gpproach. Based on its analyss of the information, the
OCC decided a comprehendve fair lending examination would not need to be conducted in connection

with the CRA evduaion thisyear. Thelatest comprehensive fair lending examination was performed as
of March 2, 2000.
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