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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 Carlinville National Bank prepared by The
Office of Comptroller of the Currency, the institution's
supervisory agency, as of August 27, 1997.  This assessment covers
the time periods from May 20, 1994, to August 27, 1997.  The agency
rates the CRA performance of an institution consistent with the
provisions set forth in Appendix A to 12 CFR Part 25.

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

• The bank’s loan to deposit ratio is reasonable with an average ratio of 72% over the past
twelve quarters.

• A substantial majority of the loans sampled, 96%, were within the assessment area.

• The bank’s level of lending to borrowers of different income levels is reasonable with 6% of
the number of loans sampled made to low-income borrowers and 26% of the number of loans
sampled made to moderate-income borrowers.
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DESCRIPTION OF INSTITUTION

Carlinville National Bank (CNB) is a wholly owned subsidiary of Carlinville National Bank
Shares, Inc. (CNBS), a multi-bank holding company.  As of June 30, 1997, bank assets totaled
$149,253,000.  The bank’s operations are executed through the main office in Carlinville,
Illinois, and a recently opened branch in Hillsboro, Illinois.  Operations are complemented by
three ATMs.  As of June 30, 1997, holding company assets totaled $189,593,000.  CNBS
controls the Carlinville Tax Service, and the Palmer State Bank in Taylorville, Illinois.  The
holding company also originates residential mortgage loans for sale into the secondary market. 
As of June 30, 1997, loans secured by 1-4 family residential properties represented 18% of the
loan portfolio, loans to individuals 9%, farm loans 43%, and commercial loans 30%.

This review recognized the short period of time since the bank’s December 13, 1996 purchase of
the First of America branch in Hillsboro, the structure of the purchase, and the size of the branch
in comparison to the bank.  In this purchase, the bank obtained $25 million in deposits and only
$295,000 in loans.  As of July 31, 1997, loans at this branch had grown to $829,000.  Despite
this growth, loans at this branch still represent only 1.01% of the bank’s total loans and are well
under the bank’s long-term projections for this branch.  In addition, the bank was not able to
secure a full-time loan officer for that branch until May 1997.  For these reasons, our assessment
of "Lending to Borrowers of Different Incomes and Business of Different Sizes" was based on
loans generated at the main office for assessment area #1.  The Hillsboro branch will receive full
consideration in future CRA evaluations.

There are no financial or legal impediments to the bank’s ability to meet the community credit
needs of its designated assessment areas.  The bank has adequate resources to provide for the
credit needs of its assessment areas.  The type and amount of CRA activities are consistent with
the bank’s size, financial capacity, and local economic conditions.  Carlinville National Bank
received a Satisfactory Record of Meeting Community Credit Needs at its last CRA examination,
dated May 20, 1994.

DESCRIPTION OF ASSESSMENT AREAS

Assessment Area #1.
This assessment area is Macoupin County.  There are thirteen Block Numbering Areas (BNAs)
in this county and the Carlinville office is located in BNA 9564.  Based on the 1990 census, the
population of this assessment area was 47,679 and the median family income was $28,962. 
Macoupin County is a non-Metropolitan Statistical Area (MSA) located approximately fifteen
miles southwest of Springfield, Illinois.  All BNAs in this assessment area are middle-income. 
However, families of every income level are represented within these geographies:  24% of the
families are low-income, 17% are moderate-income, 17% are middle-income, and 42% are
upper-income.  The 1997 Illinois non-MSA median family income is $37,600.

The overall economic condition in Macoupin County is stable.  This assessment area is a
patchwork of rural communities with limited opportunities for local employment.  Many
residents commute to Springfield, Carlinville, or Alton, Illinois.  While some small towns
continue to struggle, others have been able to maintain their economic health by diversifying
their economic base with non-agrarian-dependent employers.  Major employers include
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Monterey Coal, Carlinville Area Hospital, Cisco Steel Co., Curry Ice and Coal, Lippold and
Arnet, Inc., and Prairie Farms Dairy, Inc.  The county s July unemployment rate is 5.1%.  This
compares with a state rate of 4.5% and a national rate of 5.0%.

Competitive pressure in this area is normal but increasing.  Two local banks and several nonbank
financial service providers are located in Carlinville.  Competition will increase when a
competitor bank completes its new Carlinville branch.

Assessment Area #2
This assessment area, served by the Hillsboro facility, consists of BNAs 9579 and 9580, located
in the southeast corner of Montgomery County.  Montgomery County is a non-MSA
approximately 20 miles south of Springfield, Illinois.  Based on the 1990 census, the population
of this assessment area was 10,452 and the median family income was $29,230.  Both BNAs, as
well as all other BNAs in Montgomery County, are middle-income.  Again, families of every
income level are present in this assessment area:  28% of the families are low-income, 13% are
moderate-income, 18% are middle-income, and 41% are upper-income.

The economic condition of this assessment area is stable.  Some areas are enjoying prosperity
from the growth in small manufacturing and light industry companies while other areas continue
to decline.  The welfare of the assessment area depends upon both the economic health of these
small companies and local agricultural production.  Residents of this area enjoy a wide variety of
nearby employers.  Several of the major employers are the Hillsboro Community Unit School
District, St. Francis Hospital, Hillsboro Glass Company, Hydraulics Inc., Schutt Manufacturing,
Tru-Weld Grating, Inc., Central Illinois Power Company, Graham Correctional Center, and the
Georgia Pacific corrugated box plant.  However, the recent announcement of the Hillsboro Glass
Company closing will have a dampening impact on this area.  Montgomery County’s July
unemployment rate is 6.2%.  Furthermore, competitive pressures in this area are strong.  Many
bank and nonbank financial product service companies are located in Hillsboro.  Bank
competitors range from small independent community banks to branches of multinational and
regional banks.

To further understand the community’s credit needs, we performed a community contact during
this examination.  This contact was with a representative of an organization that provides
affordable housing for low- to moderate-income residents of Macoupin County.  In addition,
information from a prior community contact by this agency and one from another bank
regulatory agency were used in analyzing credit needs of the assessment area.  Based on
information from these contacts, the ongoing credit needs of the area include:  special home
purchase financing programs to lessen down payment barriers, automobile loans to provide
reliable transportation to work, and commercial business development loans to promote job
opportunities.  In addition to these products, one contact felt that many low- to moderate-income
residents would benefit from credit counseling and education on other financial services.
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CONCLUSIONS WITH RESPECT TO PERFORMANCE CRITERIA:

Loan to Deposit Ratio:
The bank’s loan to deposit ratio is reasonable.  CNB=s average loan to deposit ratio for the
twelve quarters beginning June 30, 1994, through March 31, 1997, is 72%.  The average loan to
deposit ratio over the same time period for five competitor banks ranges from 68% to 76%.

CNB=s purchase of the Hillsboro branch had a direct but minor impact on the bank’s average
loan to deposit ratio.  Prior to this purchase, this bank's average loan to deposit ratio, since June
30, 1994, was 73.91%.  On December 31, 1996, the first quarter-end after the purchase, this ratio
fell to 62%.  As of June 30, 1997, the loan to deposit ratio remains at that level.  The bank has
taken steps to further increase loan volume at the branch location.  A full-time loan officer has
been hired for that branch.  He is a life-long local resident of Hillsboro who was working at a
competitor institution.  He has a strong reputation as an active lender.  Other steps include
competitive installment loan pricing, product variety, and an emphasis on service and stability in
contrast with the ownership change in a major competitor.  Specifically, the bank is promoting a
100% home financing product offered by the Farmer’s Home Administration.  All these efforts
are resulting in loan growth as discussed in the next section.

Lending in the Assessment Areas:
A substantial majority of the bank’s loans are within its assessment areas.  Our review of all
1-4 family first mortgage loans made from January 1, 1997, through August 8, 1997, revealed
that 96% of the number and dollar amount of the credit extensions are to borrowers within the
bank’s two assessment areas.  This category of loans was reviewed as it represents the bank’s
largest dollar volume of consumer-oriented credit products. 

Lending to Borrowers of Different Incomes and Business of Different Sizes:
The distribution of loans to borrowers of different income levels reflects a reasonable penetration
among families of different income levels and business and farms of different sizes.

Based on a sample of 1-4 family residential loans discussed above plus loans originated and sold
in the secondary market, we estimated the distribution of credit by borrower income level.  The
findings of this analysis is presented in the following table.

Distribution of Credit by Borrower Income

Income
Levels

% By #
of Loans

% By $
of Loans

% of
Population

Low 6% 8% 24% 

Moderate 26% 19% 17% 

Middle 33% 28% 17% 

Upper 35% 45% 42% 
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The percentage of loans to low-income families is not commensurate with the percentage of low-
income families in the assessment area.  However, low-income families are more likely to
occupy rental units than be homeowners.  Therefore, fewer low-income families are likely to
apply for this type of credit.  In order to meet the credit needs of low-income families, the bank
does offer and provide loans to low-income borrowers which are not secured by 1-4 family
residences.  As mentioned earlier, the bank is also offering a 100% home-financing program
through the Farmer’s Home Administration.   

Our analysis of loans to small business and small farms showed good performance in this area. 
Because the bank does not routinely obtain revenue data on business and farm customers, our
analysis of small business and farm loans was based on the original amount of the loans.  Of the
228 farm loans made year-to-date, 90% by number or 51% by dollar amount had original
amounts less than $100,000.  Of the 97 commercial loans made year-to-date, 96% by number or
55% by dollar volume had original amounts less than $100,000.

Geographic Distribution of Loans:
Because all BNAs in the bank’s assessment areas are middle income, no meaningful analysis
could be performed on loans in geographies of different income levels.

Compliance with Antidiscrimination Laws:
In conjunction with the CRA evaluation, we performed a review of the bank’s compliance with
the Equal Credit Opportunity Act and the Fair Housing Act.  No violations of these
Antidiscrimination laws and regulations were identified.

Investments:
At 39% ownership, Carlinville National Bank Shares, Inc., is the largest of eight subscribers in
the Macoupin County Community Development Corporation (CDC).  The purpose of the CDC is
to promote economic development activities and assist businesses that will create and/or expand
employment opportunities within Macoupin County.  The CDC funded one project in 1994,
which paid off in December 1996.  Two other projects are under consideration; however, no
loans are currently outstanding.  A bank officer is the president of the CDC.


