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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 CRA performance of The Traders National Bank of
Tullahoma, Tullahoma, Tennessee (TNB) prepared by the Office of the Comptroller of the
Currency (OCC), the institution's supervisory agency, as of May 11, 1998.  The agency rates the
CRA performance of an institution consistent with the provisions set forth in Appendix A to 12
C.F.R. Part 25.

Institution=s CRA Rating: This institution is rated ASatisfactory@.

The following are the primary factors supporting TNB=s rating.

C The bank=s loan-to-deposit ratio is more than reasonable given its size, financial condition,
and assessment area credit needs.

C A majority of the bank=s loans are made within its assessment area.

C The bank=s distribution of loans to borrowers of different income levels is reasonable.

C The bank=s distribution of small business loans by loan size is reasonable.

The following table indicates the performance level of TNB with respect to each of the five
performance criteria.
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Small Institution
Assessment Criteria

THE TRADERS NATIONAL BANK OF TULLAHOMA
Performance Levels

Exceeds Standards
for Satisfactory
Performance

Meets Standards for
Satisfactory
Performance

Does Not Meet
Standards for
Satisfactory
Performance

Loan-to-Deposit
Ratio

X

Lending in
Assessment Area

X

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

X

Geographic
Distribution of Loans

Analysis is not meaningful.  There are no low or moderate income
geographies (i.e. block numbering areas) in TNB=s assessment area.

Response to
Complaints

No complaints were received since the prior examination.

DESCRIPTION OF INSTITUTION AND ASSESSMENT AREA

TNB is a $71 million institution located in Tullahoma, Tennessee.  TNB operates two offices
within the city of Tullahoma (Coffee County) and is a subsidiary of TRACorp, Inc., a one bank
holding company.  The bank=s main office provides a full array of banking services, including
trust services.  The branch office accepts deposits, but does not originate loans.   TNB is the third
largest bank in Coffee County, based on June 30, 1997, deposit market1 share data.  As of
March 31, 1998, the bank=s loan portfolio consisted of residential real estate ($25 million),
commercial real estate ($16 million), commercial ($6 million), consumer ($3 million), and
agricultural ($.5 million) loans totaling $51 million.  TNB also originates Veterans
Administration (VA), Tennessee Housing Development Administration (THDA), and Federal

                    
1  Deposit market share was provided as a tool for assessing the relative size of TNB

and is not a measure of TNB=s CRA performance.  Data source: Federal Deposit Insurance
Corporation and Office of Thrift Supervision=s Summary of Deposits Internet Site.
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Housing Administration (FHA) loans.  There are no legal, financial, or other reasons that would
impede the bank=s ability to meet the credit needs of its assessment area.     

The city of Tullahoma is located in both Coffee and Franklin counties and is approximately 75
miles southeast of Nashville and northwest of Chattanooga, Tennessee.  TNB=s assessment area
was revised during the examination because it consisted of partial geographies {i.e. block
numbering areas (BNAs)}.  The regulation requires assessment areas, in part, to consist of whole
geographies.  The new assessment area consists of all of Coffee and Moore counties and portions
of Franklin (BNAs 9601 and 9602) and Bedford (BNAs 9507 and 9508) counties.  This new
assessment area was developed by determining the area in which TNB originated a substantial
portion of its loans.

The bank=s assessment area consists of 16 BNAs.  According to 1990 census information, 11
(69%) are middle income and 5 (31%) are upper income geographies.  There are no low or
moderate income geographies within TNB=s assessment area.  As of the 1990 census, the
assessment area had a population of approximately 62,000.  The assessment area had
approximately 18,000 families of which 17% are low income, 13% are moderate income, 21%
are middle income, and 49% are upper income.  In 1998, the statewide adjusted non metropolitan
statistical area (MSA) median family income was $34,500.  According to a local realty firm, in
1997, the median price for a house in Bedford, Coffee, Franklin, and Moore counties was
$76,000.

TNB=s assessment area is predominantly rural in nature.  Services, retail trade, construction, and
manufacturing are the primary industries in the assessment area.  The major employers in Coffee
County include Arnold Engineering (environmental testing), Harton Regional Medical Center,
Tennessee Apparel Corporation, and Fuji Color Processing.

The credit related needs in the bank=s assessment area primarily consisted of small dollar
business loans and affordable housing loans with reduced down payment requirements.  These
community needs were determined by reviewing eight community contact forms previously
completed by representatives of the OCC and other regulatory agencies.  The types of
organizations that were contacted included local government agencies, housing organizations,
and chambers of commerce.

CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS

A non-statistical sample of 30 consumer, 30 business, and 73 residential real estate loans
originated in January, February, and March of 1998 was used to evaluate TNB=s CRA
performance.
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Loan-to-Deposit Analysis

C The bank=s loan-to-deposit ratio is more than reasonable.

The bank=s loan-to-deposit ratio averaged 77% for the two year period of 1996 and 1997.  This
percentage is more than reasonable when compared to the average loan-to-deposit ratio for the
other ten banks headquartered in Bedford, Coffee, Franklin, and Moore counties.

Comparison of Credit Extended Inside and Outside the Bank=s Assessment Area

C A majority of loan are originated within the bank=s assessment area.

The following table indicates a majority of TNB=s loans are made within its assessment area. 
One hundred percent, 94%, and 90% of sampled business, residential, and consumer loans,
respectively, were originated within the bank=s assessment area.  Ninety-five percent of all
sampled loans were originated within the bank=s assessment area.

Ratio of Loans Inside the Bank=s Assessment Area (AA)

Business Residential Real
Estate

Consumer

# of Loans Inside AA 30 69 27

% of Loans Inside
AA

100% 94% 90%

Distribution of Credit Based on Borrower Income and Business Size

C The bank=s distribution of credit reflects a reasonable penetration among individuals of
different income levels and businesses of different sizes.

Residential Real Estate Loans

The following table compares TNB=s residential real estate lending to borrowers of different
income levels to the proportional number of families in each income level.  Eight percent of the
loans sampled were originated to low income individuals.  Seventeen percent of all families
within the bank=s assessment area are considered low income.  The bank=s loan distribution to
low income individuals is reasonable given 15% of the households within the assessment area
live below the poverty level.  This high poverty rate is an indication that a significant number of
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households lack sufficient income to purchase an average cost home of approximately $76,000.  
Eight percent of the loans sampled were originated to moderate income individuals.  This
distribution is considered reasonable when compared to the percentage (13%) of moderate
income families within the bank=s assessment area.

Distribution of Residential Real Estate Loans by Borrower Income Level

Families in Assessment Area

Income Level Number Percentage
Number of

Loans
Percentage of

Loans

Low Income 3,045 17% 5 8

Moderate
Income

2,478 13% 5 8

Middle Income 3,754 21% 18 28

Upper Income 8,819 49% 36 56

Total 18,096 100% 642 100%

TNB has met the credit need of affordable mortgage loans by originating 61 THDA loans in
1996 and 1997.  THDA loans are targeted to low, moderate, and middle income individuals. 
Flexible loan underwriting criteria include a below market interest rate, a reduced down
payment, and assistance with down payment and closing cost.

Small Business Loans

The distribution of business loans by loan size is reasonable.  Twenty-seven of the thirty
business loans sampled had original loan amounts of less than $50,000.  This indicates the
availability of small dollar business loans in response to identified credit needs.  TNB also has a
reasonable distribution of loans by business revenue size based on our review of the nineteen
loans that had revenue information.  Approximately 50% (ten) of the business loans were made
to businesses that had gross revenues of less than $100,000.

                    
2 Income information was not available for nine borrowers.
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Consumer Loans

A meaningful analysis could not be performed since borrower income information is not
routinely obtained by TNB for consumer loans.

Geographic Distribution of Loans Within the Assessment Area

C A meaningful analysis could not be performed since there are no low or moderate income
geographies within the bank's assessment area.

Response to Complaints

No complaints were received since the prior examination

FAIR LENDING REVIEW

No violations of the substantive provisions of the anti-discrimination laws or regulations were
identified.


