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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federal financial supervisory
agency to use its authority when examining financial institutions subject to its
supervision, to assess the institution's record of meeting the credit needs of its entire
community, including low- and moderate-income neighborhoods, consistent with safe and
sound operation of the institution.  Upon conclusion of such examination, the agency
must prepare a written evaluation of the institution's record of meeting the credit needs of
its community.

This document is an evaluation of the Community Reinvestment Act (CRA) performance
of Prairie National Bank prepared by Office of the Comptroller of the Currency (OCC),
the institution's supervisory agency, as of January 29, 1998.  The agency rates the CRA
performance of an institution consistent with the provisions set forth in Appendix A to 12
C. F. R. 25.

INSTITUTION'S CRA RATING:  This institution is rated Satisfactory.

The majority of the bank’s loans are originated within its assessment area.  The bank reasonably
extends credit to borrowers with low- and moderate-incomes and to small businesses and farms
as compared to the demographics of the community.  The bank’s loan-to-deposit ratio is also
reasonable.  
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DESCRIPTION OF PRAIRIE NATIONAL BANK

Prairie National Bank (PNB) is a $21 million institution located in Belle Plaine, Minnesota.  The
bank opened for business in January of 1996.  The bank also has a branch facility located in
Green Isle, Minnesota, which opened in September of 1997.  Loan originations focus on small
business and residential real estate-secured loans.  Due to the short period of time since the bank
was chartered, management has purchased commercial loans to increase the size of the loan
portfolio.  As of January 6, 1998, these purchased commercial loans represented 44% of the
dollar amount of outstanding loans.  As a result, the bank’s loan mix consists of 70% commercial
and commercial real estate, 13% residential real estate, 10% consumer, and 7% agricultural
production and farm real estate. 

The bank is owned by JDOB, Inc., a multi-bank holding company.  National bank affiliates
include First National Bank of the North, Sandstone, Minnesota, and Centennial National Bank,
Walker, Minnesota.  There are no financial or legal impediments limiting the bank’s ability to
help meet the credit needs of its assessment area.  This is the bank’s first evaluation under the
Act.

DESCRIPTION OF PRAIRIE NATIONAL BANK’S ASSESSMENT AREA

The bank’s assessment area includes the southern portion of Carver County, the eastern portion
of Sibley County, and the western portion of Scott County.  Scott County is located in the
southern portion of the Minneapolis/St. Paul Metropolitan Statistical Area (MSA).  The city of
Belle Plaine is located 45 miles southwest of the Minneapolis/St. Paul metropolitan area.  The
bank’s assessment area meets the requirements of the regulation and does not arbitrarily exclude
low- or-moderate income geographies. 

Based on 1990 Census data, the population of the assessment area is approximately thirty
thousand.  The assessment area contains seven census tracts/block-numbering areas which are all
designated as middle-income geographies.  The Department of Housing and Urban
Development’s 1997 Weighted Average of MSA/Non-MSA Median Family Income for the
bank’s assessment area is $51,900.  The distribution of families by income level within the
assessment area shows that 18% are low-income, 22% are moderate-income, 30% are middle-
income, and 30% are upper-income.

Belle Plaine has become a bedroom community to the Minneapolis/St. Paul area.  This has led to
population growth and an increased demand for housing.  Major employers include Belle Plaine
Lutheran Home, Belle Plaine Public Schools, and the newly opened Excelsior-Henderson
motorcycle manufacturing plant.  The local economy is stable and unemployment in the bank’s
assessment area is low at two percent. 

As part of this examination, national bank examiners contacted a city official and reviewed
community contact information gathered by regulatory agencies to gain additional information
on the community and the bank’s performance.  Our review of this information revealed that
common credit needs throughout the assessment area consist of residential real estate loans.
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CONCLUSIONS WITH RESPECT TO PERFORMANCE CRITERIA:

Loan-to-Deposit Ratio

PNB's loan-to-deposit ratio is reasonable given the demographics of its assessment area.  Since
March 31, 1996, PNB’s quarterly loan-to-deposit ratio has averaged 83%.  As of September 30,
1997, the bank’s loan-to-deposit ratio of 72% was consistent with its local and national peer
group.  PNB ranked fifth of the eight banks of comparable size in its assessment area for loan-to-
deposit ratios as of September 30, 1997.

Lending in Assessment Area

The bank originates a majority of its loans to borrowers located within its assessment area.  PNB
originated or purchased 62% by number and 50% by dollar amount of its loans within its
assessment area.  Examiners reviewed all residential real estate loans originated since the bank
opened which included 36 loans totaling $2.8 million and 38 commercial and agricultural loans
totaling $3.6 million.  The commercial and agricultural sample consisted of 39% by number and
37% by dollar volume of these types of loans originated by the bank since it opened and not yet
paid off.  Excluding the eleven purchased loans totaling $1.9 million, PNB originated 72% by
number and 71% by dollar amount of its loans within its assessment area.

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

The bank has a reasonable record of lending to individuals of different income levels when
compared to the demographics of the assessment area.  Examiners reviewed all residential real
estate loans originated since the bank opened.  Twenty three percent by number and 12% by
dollar of all residential real estate loans were originated to low- or moderate-income borrowers. 
Forty percent of the assessment area’s population is categorized as low- or moderate-income. 
The following chart compares the bank’s residential real estate lending to the demographics of
its assessment area.
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Residential Real Estate Loan Distribution by Borrower Income

Income
Level

Number As a % of # Dollar
(thousands)

As a % $ Assessment Area
Demographics

Low 2 8% $61 3% 18%

Moderate 4 15% $205 9% 22%

Middle 5 19% $476 22% 30%

Upper 15 58% $1,435 66% 30%

Total 26 100% $2,177 100% 100%
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PNB originates approximately 66% of its consumer loans to low- and moderate-income
borrowers.  Examiners sampled 37 consumer loans totaling $351 thousand to determine the
bank’s level of lending.  These loans represented 23% of the consumer loans that were originated
by the bank and not yet paid off since it opened.  The following chart compares the bank’s
consumer lending to the demographics of its assessment area.

Consumer Loan Distribution by Borrower Income

Income
Levels

Number As a % of # Dollar (000's) As a % $ Assessment Area
Demographics

Low 13 35% $101 29% 18%

Moderate 12 32% $128 37% 22%

Middle 8 22% $103 29% 30%

Upper 4 11% $19 5% 30%

Total 37 100% $351 100% 100%

PNB has a reasonable dispersion of loans to businesses and farms of different revenue sizes. 
Examiners sampled 25 commercial, commercial real estate, and agricultural loans to 16
borrowers (44% of the commercial loan originations less participated loans by number).  The
results of the sample, shown in the table below, reveal that the bank extended 81% of its
commercial, commercial real estate, and agricultural loans to borrowers with annual revenues
less than one million dollars.  Per 1996 Dunn and Bradstreet reports, 81% of the businesses and
farms in the bank’s assessment area had annual revenues less than one million dollars, 6% had
annual revenues over one million dollars, and the remaining 13% did not report their annual
revenues. 

Loan Distribution by Business and Farm Revenue Levels

Annual Revenues Number As a % of # Dollar (000's) As a % of $

< $100,000 7 44% $408 27%

 $100,000-$250,000 3 19% $379 26%

$250,000-$500,000 1 6% $208 14%

$500,000-$750,000 1 6% $160 11%

$750,000-$1,000,000 1 6% $48 3%

 > $1,000,000 3 19% $275 19%

Total 16 100% $1,478 100%
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Geographic Distribution of Loans

All seven census tracts/block numbering areas in the bank’s assessment area are designated as
middle-income.  Therefore, an analysis of geographic distribution of loans by the income level of
the census tracts/block numbering areas would not have been meaningful.

Response to Complaints

Prairie National Bank has not received any CRA complaints.

Record of Compliance with Antidiscrimination Laws

This examination did not identify any substantive violations of fair lending laws.  


