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an analysis , conclus ion or opinion of th e  fe de ral financial supe rvisory age ncy
conce rning th e  s afe ty and soundne s s  of th is  financial institution.
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GENERAL INFO RMATIO N

Th e  Com m unity Re inve s tm e nt Act (CRA) re q uire s  e ach  fe de ral financial supe rvisory
age ncy to us e  its  auth ority w h e n e xam ining financial institutions  subje ct to its
supe rvis ion, to as s e s s  th e  institution’s re cord of m e e ting th e  cre dit ne e ds of its  e ntire
com m unity, including low - and m ode rate -incom e  ne igh borh oods , cons iste nt w ith  safe  and
sound ope ration of th e  institution.  Upon conclus ion of e ach  e xam ination, th e  age ncy
m ust pre pare  a w ritte n evaluation of th e  institution’s  re cord of m e e ting th e  cre dit ne e ds
of its  com m unity.

Th is docum e nt is  an evaluation of th e  Com m unity Re inve stm e nt Act (CRA) pe rform ance
of Clayton State  Bank , Clayton, O k lah om a, pre pare d by th e  Fe de ral Re s e rve  Bank  of
Kansas  City, th e  institution’s supe rvisory age ncy, as  of August 30, 19 9 9 .  Th e  age ncy
rate s  th e  CRA pe rform ance  of an institution cons iste nt w ith  th e  provis ions  s e t forth  in
Appe ndix A to 12 CFR Part 228.

INSTITUTIO N’S CRA RATING:  Th is  institution is  rate d Satisfactory.

Th e  bank  h as  a satisfactory re cord of h e lping to m e e t th e  cre dit ne e ds of its  e ntire
as s e s s m e nt are a in a m anne r cons iste nt w ith  its  re s ource s , capabilitie s , and ope rating
ph ilosoph ie s .  A m ajority of th e  bank ’s  loans are  originate d w ith in its  as s e s s m e nt are a.
Th e  bank 's dis tribution of loans  am ong low - and m ode rate -incom e  borrow e rs  and sm all
bus ine s s e s  re fle cts an e xce llent pe ne tration.  In addition, th e  bank 's  loan-to-de pos it ratio
is  cons ide re d re asonable , give n th e  institution's  s ize , local e conom ic factors , and
as s e s s m e nt are a cre dit de m and.
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DESCRIPTIO N O F INSTITUTIO N

Clayton State  Bank  is  locate d in Clayton, O k lah om a, a tow n w ith  a population of 636
bas e d on 19 9 0 Ce nsus data.  Com m unity officials  e s tim ate  th at Clayton h as  grow n to
approxim ate ly 9 00 pe ople  as  of th e  date  of th e  com pliance  e xam ination.  Th e  bank 's
office  at th e  corne r of D ivis ion and Law son Stre e ts  is  re adily acce s s ible  to th e  e ntire
com m unity.  Th e  facility offe rs  both  drive -up te lle r w indow s  and an autom ate d te lle r
m ach ine  (ATM ).  Th e  bank  h as  no oth e r branch e s  or ATM s .

Bas e d on its  financial condition, s ize , and cre dit product offe rings , th e  bank  h as  th e  ability
to m e e t th e  cre dit ne e ds of its  as s e s s m e nt are a.  According to th e  bank 's  March  31,
19 9 9  Consolidate d Re ports  of Condition and Incom e  (Call Re port), th e  bank ’s as s e ts
totale d $18,121M , of w h ich  ne t loans com pris e d $6,322M  or 34.9  pe rce nt.  Th e  bank  is
prim arily a com m e rcial and consum e r le nde r, but offe rs  a varie ty of products  to m e e t th e
cre dit ne e ds  of its  as s e s s m e nt are a.  Table  1 illustrate s  th e  com pos ition of th e  bank 's
loan portfolio as  a pe rce ntage  of gros s  loans as  of M arch  31, 19 9 9 .

Table  1
TH E BANK'S LOAN PO RTFO LIO

Loan Type Am ount ($000) Pe rce nt of Total
Com m e rcial 1,9 11 31.0
Consum e r 1,505 24.3
Farm land or Agricultural 1,458 23.6
1 - 4 Fam ily Re s ide ntial 1,244 20.1
O th e r 41 1.0
     TO TAL 6,159 100.0

No legal or financial factors  e xist th at w ould h inde r th e  bank ’s ability to m e e t th e  cre dit
ne e ds of its  as s e s s m e nt are a.  Th e  bank ’s  CRA pe rform ance  w as  last re vie w e d by th e
Fe de ral Re s e rve  on D e ce m be r 2, 19 9 6, w h e n a rating of “Satisfactory” w as  as s igne d.

DESCRIPTIO N O F TH E BANK'S ASSESSM ENT AREA

Clayton State  Bank 's  as s e s s m e nt are a, locate d in th e  s outh e aste rn corne r of O k lah om a,
cons ists  of one  m ode rate -incom e  block  num be ring are a (BNA) in Pus h m atah a County.
Th e  as s e s s m e nt are a is  com pris e d of th e  north e rn th ird of th e  county.  Clayton is  locate d
40 m ile s  s outh  of M cAle ste r and 30 m ile s  north  of th e  Pus h m atah a county s eat of
Antle rs .
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Th e  as s e s s m e nt are a is  spars ely populate d, and 19 9 0 Ce nsus  Bure au data indicate d th at
th e  population w as  only 2,277.  M ore  re ce nt data indicate d th at th e  Pus h m atah a County
population incre as e d 5.3 pe rce nt from  19 9 0 to 19 9 8, w h ile  th e  s tate 's  population gre w
6.4 pe rce nt during th e  s am e  pe riod.  In addition, th e re  is  a re latively large  pe rce ntage  of
e lde rly in th e  as s e s s m e nt are a.

Th e  as s e s s m e nt are a e conom y h as  not be e n in a grow th  m ode , and th e  are a e conom y
h as  b e en only sligh tly outpace d by th e  county as  a w h ole .  According to 19 9 0 Ce nsus
data, th e  m e dian-fam ily incom e  for th e  are a w as  $14,500, w h ich  is  only 60.1 pe rce nt of
th e  m e dian-fam ily incom e  of $24,139  for state w ide  rural are as .  Pus h m atah a County's
m e dian-incom e  at $16,607 is  68.8 pe rce nt of state w ide  rural are as .

Th e  as s e s s m e nt are a population is  pre dom inantly low -incom e , e ve n w h e n com pare d to
th e  county as  a w h ole , and e s pe cially com pare d to all rural are as  in th e  s tate .  Low -
incom e  fam ilie s  in th e  as s e s s m e nt are a com pris e d 41.1 pe rce nt of th e  total num be r of
fam ilie s  in 19 9 0, as  com pare d to th e  county w ith  32.1 pe rce nt of low -incom e  fam ilie s .
State w ide  rural fam ilie s  in O k lah om a ave rage d 22.2 pe rce nt low -incom e .  At th e  s am e
tim e , uppe r-incom e  fam ilie s  in th e  as s e s s m e nt are a com pris e d only 17.4 pe rce nt of th e
total num be r of fam ilie s , le s s  th an h alf of th e  40.6 pe rce nt for uppe r-incom e  fam ilie s  in
th e  s tate w ide  rural are as .

Are a ch aracte ristics bas e d on 19 9 0 Ce nsus data are  s um m arize d in Table  2 and are
com pare d w ith  Pus h m atah a County and w ith  state w ide  rural are as  in O k lah om a.
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Table  2
BANK'S ASSESSM ENT AREA CH ARACTERISTICS

CO M PARED  TO  CO UNTY &  STATEW IDE RURAL AREAS
Tract Sum m ary

As s e s sm e nt
Are a County

State w ide
Rural

Total Num be r of Tracts 1 3 NA
    Num be r of M ode rate -Incom e  Tracts 1 3 NA
Incom e  Sum m ary
M e dian Fam ily Incom e $14,500 $16,607 $24,139
    Pe rce nt Low -Incom e  Fam ilie s 41.1 32.1 22.2
         Pe rce ntage  Be low  Pove rty Le ve l 29 .3 25.3 16.4
    Pe rce nt M ode rate -Incom e  Fam ilie s 22.7 26.1 17.2
    Pe rce nt M iddle -Incom e  Fam ilie s 18.9 19 .3 19 .9
    Pe rce nt Uppe r-Incom e  Fam ilie s 17.4 22.5 40.6
Une m ploym e nt Sum m ary
Labor Force  Population (A s s e s s m e nt Are a) 1,022 4,302 551,673
    Pe rce nt Une m ploym e nt 13.9 11.6 7.5
M isce llane ous  Inform ation
Total Population 2,777 10,9 9 7 1,275,743
Pe rce ntage  Population Age  65 or ove r 20.7 18.9 16.7
Total H ous ing Units 1,277 5,19 0 343,743
    Pe rce ntage  O w ne r-Occupie d/Total Units 69 .5 64.5 60.8
    Pe rce ntage  Re ntal Units  to Total Units 17.0 19 .7 22.7
    Pe rce ntage  Vacant Units  to Total Units 13.5 15.8 16.5

In 19 9 0, th e  bank ’s  as s e s s m e nt are a containe d a h igh e r conce ntration of ow ne r-occupie d
h ous ing units  (69 .5 pe rce nt) th an state w ide  rural are as  (60.8 pe rce nt), and m ore  m obile
h om e s  (16.4 pe rce nt) th an state w ide  rural are as  (13.4 pe rce nt).  Com m unity contacts
indicate d th at available  re s ide ntial re al e s tate , and re ntal h ous ing in particular, w e re
e xtre m e ly scarce  in th e  county and in Clayton.  Th e  are a's  h ous ing s h ortage  w as
corroborate d by Ce nsus statistics  indicating a low e r num be r of vacant and boarde d-up
units  com pare d to state w ide  rural are as .  None th e le s s , com m unity contacts  indicate d th at
contractors  are  unw illing to build h ous ing in th e  are a be caus e  it is  not profitable .  Ce nsus
figure s  in 19 9 0 indicate d th at th e  m e dian-gros s  re nt in th e  as s e s s m e nt are a w as  $187, as
com pare d to $29 1 for state w ide  rural are as .

Une m ploym e nt re m ains  cons iste ntly h igh e r in th e  as s e s s m e nt are a th an in th e  county and
state w ide  rural are as .  In 19 9 0, th e  are a’s  13.9  pe rce nt une m ploym e nt rate  w as
s ignificantly h igh e r th an th e  county rate  of 11.6 pe rce nt and th e  s tate w ide  rural are a rate
of 7.5 pe rce nt.
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Re gional Econom ic Inform ation Syste m s  (REIS) inform ation s h ow s  th at Pus h m atah a
County is  re liant on s e rvice  industrie s  for jobs  and e arnings , w h ile  agriculture  is
de cre as ing in im portance .  Sardis  Lak e , built by th e  Arm y Corps  of Engine e rs , is  locate d
10 m ile s  north  of Clayton, and attracts  tourist dollars  to th e  are a.  Furth e rm ore ,
com m unity contacts  also confirm e d th e  im portance  of th e  lak e  to th e  com m unity's
e conom y.

CO NCLUSIO NS W ITH  RESPECT TO  PERFO RMANCE CRITERIA

Se ve ral factors  w e re  cons ide re d in e valuating th e  bank ’s CRA perform ance .  Th e  factors
include d: a revie w  of th e  bank ’s  le ve l of lending in re lation to its  depos its  and th at of
oth e r com parable  financial institutions; th e  pe ne tration of loan originations  ins ide  and
outs ide  of th e  bank ’s  de fine d as s e s s m e nt are a; and th e  bank ’s re cord of le nding to
borrow e rs  of diffe re nt incom e  leve ls  and bus ine s s e s  of diffe re nt s ize s .  As previously
m e ntione d, tw o local com m unity le ade rs , a bus ine s s  ow ne r and gove rnm e nt official, w e re
contacte d to obtain inform ation about th e  are a’s cre dit ne e ds  and to confirm  th at th e
products  and s e rvice s  offe re d by th e  bank  m e e t th os e  ne e ds .  Th e  bank  h as  not re ce ive d
any com plaints  re lative  to its  pe rform ance  unde r th e  CRA s ince  th e  last e xam ination.
Th e re fore , th e  bank ’s re s pons ive ne s s  to CRA com plaints  w as  not include d in th e
e valuation.  In addition, th e  dis tribution of loan originations  w ith in th e  bank ’s as s e s s m e nt
are a by incom e  le ve l of BNA w as  not cons ide re d m e aningful s ince  th e  as s e s s m e nt are a
include d only one  BNA, w h ich  is  a m ode rate -incom e  ge ograph y.

D istribution O f Bus ine s s  Loans  W ith in Th e  Bank 's  As s e s sm e nt Are a By Revenue  Size  O f
Bus ine s s

Th e  bank ’s distribution of loans  to sm all bus ine s s e s  is  s trong and ge ne rally re fle cts  th e
bus ine s s  re ve nue  de m ograph ics  of th e  as s e s s m e nt are a.  According to 19 9 8 Dun and
Bradstre e t data, 100 pe rce nt of th e  bus ine s s e s  in th e  bank ’s as s e s s m e nt are a h ave
re venue s  of le s s  th an $1 m illion.  All of th e  21 loans in th e  s am ple  w e re  originate d to
sm all bus ine s s e s , w h ich  is  d efine d by th e  CRA as businesses w ith  reve nue s  of le s s  th an
$1 m illion in reve nue .  Th e  bank ’s  com m e rcial lending activity indicate s  th e  bank ’s
w illingne s s  to provide  cre dit to sm all bus ine s s .

D istribution of Le nding Am ong Borrow e rs of D iffe rent Incom e  Levels

Bas e d on th e  de m ograph ics  of th e  as s e s s m e nt are a, th e  bank ’s distribution of loans
re pre s e nts  e xce llent pe ne tration am ong individuals of diffe re nt incom e  le ve ls.  Table  3
illustrate s  th e  pe rce ntage  of consum e r loans  m ade  to e ach  borrow e r incom e  leve l
com pare d to th e  pe rce ntage  of fam ilie s  in th e  as s e s s m e nt are a th at are  de s ignate d low -,
m ode rate -, m iddle -, and uppe r-incom e .  Th e  analys is  focus e d on th e  num be r of loans
originate d, rath e r th an th e  dollar volum e , as  it is  a be tte r indicator of th e  num be r of
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pe ople  be ne fiting from  th is  product.  Th e  consum e r loan sam ple  include d 39  loans  from  a
6-m onth  pe riod be tw e e n D e ce m be r 8, 19 9 8 and June  8, 19 9 9 .

Table  3
D istribution of Loans  Revie w e d W ith in th e  Bank 's  As s e s sm e nt Are a

By Incom e  Level of Borrow e r
As s e s sm e nt Are a M e dian Fam ily Incom e  $14,500*

Incom e  Level of Borrow e r Pe rcentage  of Consum e r
Loans  Revie w e d

Pe rcentage  of
Fam ilie s  w ith in

As s e s sm e nt Area **

Low  (Le s s  Th an 50 Pe rce nt
 of M e dian Incom e ) *** 45.2         41.1

M ode rate  (50 To 80
 Pe rce nt O f M e dian  Incom e ) 19 .4 22.7

M iddle  (80 To 120 Pe rce nt
 O f M e dian Incom e ) 12.9 18.9

Uppe r (Gre ate r Th an 120
 Pe rce nt O f M e dian  Incom e ) 9 .7   17.4

*    Are a M e dian Fam ily Incom e  is based on th e  19 9 7 H UD  e s tim ate d m e dian fam ily incom e .
**  Th e  Pe rce ntage  of Fam ilie s  in A s s e s s m e nt Are a is based on 19 9 0 ce nsus data.

According to 19 9 0 Ce nsus data, low -incom e  borrow e rs  com pris e d 41.1 pe rce nt of
fam ilie s  w ith in th e  as s e s s m e nt are a.  At th e  s am e  tim e , 29 .3 pe rce nt of fam ilie s  w ith in
th e  as s e s s m e nt are a w e re  living be low  th e  pove rty le ve l and cons e q ue ntly le s s  lik e ly to
h ave  s ufficie nt financial viability to obtain loans and s e rvice  de bt.  In spite  of th e s e
statistics , th e  bank  originate d 45.2 pe rce nt of its  consum e r loans to low -incom e
individuals w h ich  e xce e ds  th e  pe rce ntage  of low -incom e  borrow e rs  in th e  as s e s s m e nt
are a.  In addition, th e  bank  originate d 19 .4 pe rce nt of its  consum e r loans  to m ode rate -
incom e  borrow e rs  and is  com parable  to th e  22.7 pe rce nt of m ode rate -incom e  fam ilie s  in
th e  as s e s s m e nt are a.

Pe rce ntage  of Loans  in As s e s sm e nt Are a

A m ajority of th e  bank ’s  lending occurre d ins ide  its  as s e s s m e nt are a.  Bas e d on a sam ple
of 27 sm all bus ine s s  loans  and 39  s e cure d consum e r loans  originate d during th e  pe riod
from  June  15, 19 9 8 th rough  June  15, 19 9 9 , 78.8 pe rce nt by num be r and 80.8 pe rce nt
by dollar am ount w e re  originate d w ith in th e  bank ’s as s e s s m e nt are a.  Table  4 pre s e nts
th e  bank ’s  lending activity w ith in its  as s e s s m e nt are a am ong s ele cte d product type s  for
th e  s am ple  pe riod.
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Table  4
Loans W ith in th e  Bank 's  As s e s sm e nt Are a

Loan Type  Sam pled
Pe rce ntage
of Loans
Revie w e d

Pe rce ntage
of Total

Dollar Am ount
Sm all Bus ine s s 77.8 82.7

Consum e r 79 .5 74.7

     TO TALS 78.8 80.8

Loan-to-D epos it Ratio

Th e  bank ’s  ne t loan-to-de pos it (LTD) ratio indicate s  a re asonable  re s pons ive ne s s  to th e
com m unity’s cre dit ne e ds .  Th e  bank ’s LTD ratio, calculate d by ave raging th e  s eve n
previous  q uarte rs  beginning Se pte m be r 30, 19 9 7, is  39 .6 pe rce nt.  It is  low e r th an any of
th e  four local com pe titor bank s , w ith  ave rage  LTD ratios  ranging from  52.3 pe rce nt to
68.1 pe rce nt during th e  s am e  pe riod.  In addition, th e  bank ’s  LTD ratio is  low e r th an its
national pe e r ave rage   of 62.7 pe rce nt.  Th e  bank ’s pe e r group cons ists  of all insure d
com m e rcial bank s  h aving as s e ts  unde r $25 m illion and w ith  one  bank ing office , and
locate d in a nonm e tropolitan are a.

D e s pite  th e  relative ly low  LTD ratio, th e  bank 's  le nding le ve l is  re asonable  due  to th e  low
loan de m and in th e  as s e s s m e nt are a.  Since  none  of th e  com pe titor bank s  are  locate d in
th e  bank 's  as s e s s m e nt are a, none  are  truly com parable  to Clayton State  Bank .  Uniq ue
as s e s s m e nt are a ch aracte ristics  include  a large r population of borrow e rs  65 ye ars  of age
and olde r, a group th at typically ge ne rate s  a low e r loan de m and.  In addition, th e
as s e s s m e nt are a h as  a h igh e r une m ploym e nt rate , a large r population of low -incom e
fam ilie s  and fam ilie s  living be low  th e  pove rty le ve l, and a low e r m e dian-fam ily incom e
th an county and state w ide  rural are as .  H ous ing and Urban D eve lopm e nt (H UD) e s tim ate s
for 19 9 8 indicate  th at of total h ous e h olds in th e  county, 42.9  pe rce nt, 18 pe rce nt, and
17.8 pe rce nt of th e  h ous e h olds  re port social s e curity, re tire m e nt, and public as s is tance ,
re s pe ctive ly, as  a source  of incom e . Also, th e  une m ploye d and low -incom e  fam ilie s  are
le s s  lik e ly to h ave  th e  financial viability to obtain loans and s e rvice  de bt.

D e s pite  a low e r loan de m and, th e  bank  h as  proactive ly re s ponde d to th e  cre dit ne e ds  of
its  as s e s s m e nt are a.  For e xam ple , th e  bank  originate s  a large  num be r of sm all-dollar
consum e r loans .  O f th e  consum e r loans on th e  book s  as  of August 31, 19 9 9 , a total of
26.9  pe rce nt w e re  in am ounts  of $1,000 or le s s .  Alth ough  th e  bank  doe s  not h ave  any
gove rnm e nt guarante e d loans  curre ntly on its book s , m anage m e nt is  w illing to initiate  th e
proce s s  for any custom e r re q ue s ting th is  type  of loan.  Give n th e  bank 's  s ize , local
e conom ic conditions , and low  cre dit de m and, th e  LTD ratio re fle cts  a re asonable
com m itm e nt to s e rve  th e  cre dit ne e ds  of its  as s e s s m e nt are a.
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CO M PLIANCE W ITH  TH E ANTIDISCRIM INATIO N LAW S AND REGULATIO NS

Th e  bank  is  in com pliance  w ith  th e  s ubstantive  provis ions  of th e  antidiscrim ination law s
and re gulations .  Re vie w  of bank  policie s , cre dit applications , and loans re ve ale d no
proh ibite d practice s  de s igne d to discourage  loan applicants .  Alth ough  a violation of
Re gulation B re garding re q uire d inform ation on adve rs e  action notice s  w as  note d, th e
is s ue  w as  nondiscrim inatory in nature .
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