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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 Le gacy Bank , H inton, 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 Nove m be r 1, 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  as s e s s m e nt
are as , including low - and m ode rate -incom e  fam ilie s , in a m anne r cons iste nt w ith  its
re s ource s  and capabilitie s .  Th e  bank ’s loan-to-de pos it ratio is  m ore  th an re asonable  and
com pare s  favorably to its  com pe titors  and state  and national pe e rs .  In addition, a
m ajority of th e  bank ’s  le nding occurs  w ith in its  as s e s s m e nt are as .  Th e  dis tribution of
loans am ong bus ine s s e s  of diffe re nt s ize s  re fle cts  a strong dispe rs ion to sm all bus ine s s e s
w ith in th e  bank ’s  as s e s s m e nt are as .  Th e  dis tribution of re s ide ntial re al e s tate  loans
am ong borrow e rs  of diffe re nt incom e  le ve ls  is  cons ide re d re asonable .  Lik e w is e , th e
ge ograph ic distribution of loans  by incom e  le ve l of ge ograph y w as  also cons ide re d
re asonable  given th e  ge ograph ic location of th e  bank ’s facilitie s  and are a de m ograph ics .
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DESCRIPTIO N O F INSTITUTIO N

Le gacy Bank  (th e  bank ) is  h e adq uarte re d in H inton, O k lah om a, approxim ate ly 50 m ile s
w e s t of O k lah om a City.  Th e  bank  is  th e  large s t of th re e  Le gacy Bank s  ow ne d by
M idState  H olding Com pany.  Th e  bank  h as  its  m ain office  in H inton and tw o branch e s  in
Duncan, O k lah om a, w h ich  is  locate d approxim ate ly 100 m ile s  s outh  of H inton. In
addition, th e  bank  m aintains  an autom ate d te lle r m ach ine  (ATM ) at a convenie nce  s tore  in
H inton, th re e  ATM s  w ith in th e  city of Duncan, and five  ATM s  locate d in th e  com m unitie s
of Law ton, Com anch e , and Rus h  Springs , citie s  s urrounding th e  D uncan are a.

According to th e  bank ’s June  30, 19 9 9  Consolidate d Re port of Condition and Incom e
(Call Re port), th e  bank ’s  as s e ts  totale d $61,613M ; of w h ich  ne t loans com pris e d
$49 ,133M  or 80 pe rce nt.  Th e  bank  offe rs  a varie ty of loan products th at m e e t th e
com m unity’s cre dit ne e ds  w ith  com m e rcial and re s ide ntial re al e s tate  loans  re pre s e nting
71 pe rce nt of th e  loan portfolio.  Table  1 re fle cts  th e  bank ’s loan portfolio com pos ition as
a pe rce ntage  of gros s  loans as  of June  30, 19 9 9 .

Table  1
Th e  Bank ’s Loan Portfolio

Loan Type Am ount ($000) Percent of Total
Com m e rcial 20,455 41.2
1- to 4-Fam iliy Re al Estate 14,843 29 .9
Farm land or Agriculture 7,19 1 14.5
Consum e r 6,79 7 13.7
O th e r 377 .7
     TO TAL 49 ,663 100

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 as .  Th e  institution re ce ive d a “satisfactory” rating at its  last
CRA  e xam ination, conducte d by th e  Fe de ral D epos it Insurance  Corporation (FDIC), on
January 17, 19 9 6.

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

Le gacy Bank  h as  d e s ignate d tw o as s e s s m e nt are as  th at are  noncontiguous  rural are as .1

Th e  H inton as s e s s m e nt are a is  nonm e tropolitan and include s  one  tract in Caddo County.
Th e  D uncan as s e s s m e nt are a is  also nonm e tropolitan and contains  nine  tracts  in ce ntral
and w e s te rn Ste ph e ns  County.  A distance  of approxim ate ly 100 m ile s  s e parate s  th e  tw o
as s e s s m e nt are as .  Th e  follow ing is  a m ore  de taile d analys is  of e ach  as s e s s m e nt are a.

                                    
1 Caddo County contains  block  num be ring are as  and Ste ph e ns  County contains  ce nsus  tracts .  For

purpos e s  of cons iste ncy, only th e  te rm  tracts  w ill be  us e d in th is  analysis .
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H inton As s e s sm e nt Area

Th e  H inton as s e s s m e nt are a contains  one  tract locate d in Caddo County w h ich  abuts  th e
w e s te rn e dge  of th e  O k lah om a City  M etropolitan Statistical Are a (M SA).  Th e  tow n of
H inton is  ce ntrally locate d in th is  as s e s s m e nt are a.  Th e  as s e s s m e nt are a is  prim arily rural
in nature  and is de s ignate d a m iddle -incom e  ge ograph y.  According to 19 9 0 Ce nsus data,
th e  H inton as s e s s m e nt are a population w as  4,477, but proje cte d data sugge s te d th at th e
population incre as e d to 4,9 35 in 19 9 8.  Th e  as s e s s m e nt are a population gre w  at a rate  of
10.2 pe rce nt and outpace d th e  s tate w ide  rural rate  of 6.4 pe rce nt.  Seve ral e conom ic and
de m ograph ic ch ange s  h ave  occurre d in th e  are a s ince  th e  19 9 0 Ce nsus.  For instance ,
19 9 0 Ce nsus data did not indicate  th e  pre s e nce  of th e  Gre at Plains Corre ctional Facility
or th e  facility’s  e ffe ct on as s e s s m e nt are a de m ograph y.  Th e  facility w as  built by th e
tow n of H inton and sold in th e  late  19 80s  to a private  firm .  Th e  facility brough t
approxim ate ly 170 ne w  jobs  to H inton, plus  an incre as e d tax bas e .

At th e  19 9 0 Ce nsus , th e  m e dian-fam ily incom e  w as  $23,433 for th e  H inton as s e s s m e nt
are a.  Th e  H inton as s e s s m e nt are a’s  m e dian-fam ily incom e  is  sligh tly low e r th an th e
state w ide  rural are a m e dian-fam ily incom e  of $24,139 .  As a pe rce ntage  of fam ilie s  by
incom e  clas s ification, th e  H inton are a containe d 24.3 pe rce nt low -incom e , 16.7 pe rce nt
m ode rate -incom e , 19 .5 pe rce nt m iddle -incom e , and 39 .5 pe rce nt uppe r-incom e  fam ilie s .
Alth ough  19 9 7 Bure au of Econom ic Analys is  (BEA) data w as  not available , countyw ide
data s h ow e d th at Caddo County’s 19 9 7 pe r capita pe rsonal incom e  (PCPI) leve l for th e
as s e s s m e nt are a rank e d 70th  of th e  s tate ’s 77 countie s .

Alth ough  th e re  w as  som e  e conom ic dive rs ification cons isting of s e rvice  and utilitie s
industrie s , th e  H inton as s e s s m e nt are a re m ains  depe nde nt on agricultural industrie s .  Dun
and Bradstre e t (D& B) data for 19 9 8 s h ow e d th at 12.6 pe rce nt of th e  are a’s  re porting
bus ine s s  e s tablis h m e nts  are  re late d to farm ing.  O k lah om a D epartm e nt of Com m e rce
(O DC) data indicate d th e  large s t nonagricultural e m ployers  in th e  are a in 19 9 6 w e re  Gre at
Plains  Corre ctional Facility, Pione e r Gas  Products , Nije ct Se rvice s  and Caddo Ele ctric.

Th e  H inton as s e s s m e nt are a’s  une m ploym e nt rate  continue s  to be  above  th at of oth e r
state w ide  rural are as .  According to 19 9 0 Ce nsus data, th e  as s e s s m e nt are a’s
une m ploym e nt rate  of 8.2 pe rce nt w as  above  th at of th e  s tate w ide  rural une m ploym e nt
rate  of 7.5 pe rce nt.  Pre lim inary O k lah om a Em ploym e nt Se curity Com m is s ion (O ESC) data
indicate s  th e  une m ploym e nt rate  for Caddo County in August 19 9 9  de cline d to 3.5
pe rce nt.  Th e  19 9 0 Ce nsus data also s h ow e d th at th e  H inton as s e s s m e nt are a’s labor
force  of 54.7 pe rce nt w as  low e r th an th e  s tate w ide  rural figure  of 62.5 pe rce nt.
H ow e ve r, th e  are a’s  incre as ing population indicate s  a grow ing labor force .  Th e  continue d
grow th  of th e  corre ctional facility accounts  for som e  of th e  re ce nt grow th .  REIS data
indicate d th at Caddo County’s  labor force  incre as e d 2.2 pe rce nt from  August 19 9 7 to
August 19 9 9 .

A s s e s s m e nt are a h ous ing w as  not in de m and in 19 9 0 and cons iste d of a large  volum e  of
olde r, ow ne r-occupie d units  w ith  low  m e dian value s .  O f total h ous ing units , 63.0 pe rce nt
w e re  ow ne r-occupie d com pare d to 60.8 pe rce nt in state w ide  rural are as .  Th e
as s e s s m e nt are a’s  h ous ing unit vacancy rate  w as 17.0 pe rce nt com pare d to 16.5 pe rce nt
in state w ide  rural are as .  In 19 9 0, 29 .6 pe rce nt of th e  h ous ing units  w e re  built prior to
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19 50 and th e  m e dian age  of h ous ing stock  w as  th e  s am e  as  in state w ide  rural are as , 36
ye ars .  A large  volum e  of th e  h ous ing stock  cons iste d of m obile  h om e s , 18.0 pe rce nt of
h ous ing units  com pare d to 13.4 pe rce nt in state w ide  rural are as .  It w as  note d th at th e
corre ctional facility locate d in H inton h as  im pacte d th e  as s e s s m e nt are a h ous ing
com pos ition and ne e ds.  Tw o com m unity contacts  indicate d a ne e d for h ous ing
construction in th e  are a.

Duncan As s e s sm e nt Are a

Th e  D uncan as s e s s m e nt are a contains  one  low -incom e  tract, tw o m ode rate -incom e
tracts , th re e  m iddle -incom e  tracts  and th re e  uppe r-incom e  tracts . Th e  nine  tracts
re pre s e nt a m ajor part of Ste ph e ns County th at include s  th e  city of Duncan.  Ste ph e ns
County is  locate d in south  ce ntral O k lah om a, and its  w e s te rn e dge  abuts  th e  Law ton
M SA.  In 19 9 0 th e  D uncan as s e s s m e nt are a’s  population w as  27,024 but proje cte d data
sugge s te d th at th e  population h ad incre as e d to 28,124 in 19 9 8.  Th e  as s e s s m e nt are a's
population grow th  of 4.1 pe rce nt w as  at a slow e r pace  th an th e  s tate w ide  rural are as
grow th  rate  of 6.4 pe rce nt.  Th e  as s e s s m e nt are a also containe d an olde r population th an
in state w ide  rural are as .  In 19 9 0, 18.3 pe rce nt of th e  are a’s population cons iste d of
s e nior citize ns  (ove r 64 ye ars  of age) and 48.8 pe rce nt of th e  population w as  adults  from
25 to 64 ye ars  of age  com pare d to 16.7 pe rce nt and 47.5 pe rce nt, re s pe ctive ly, for
state w ide  rural are as .

At th e  19 9 0 Ce nsus , th e  m e dian-fam ily incom e  w as  $29 ,266 for th e  Duncan as s e s s m e nt
are a.  Th e  Duncan as s e s s m e nt are a’s  m e dian-fam ily incom e  is  h igh e r th an th e  s tate w ide
rural are a m e dian-fam ily incom e  of $24,139 .  As a pe rce ntage  of fam ilie s  by incom e
clas s ification, th e  Duncan are a containe d 18.1 pe rce nt low -incom e , 12.1 pe rce nt
m ode rate -incom e , 19 .1 pe rce nt m iddle -incom e , and 50.6 pe rce nt uppe r-incom e  fam ilie s .
Alth ough  19 9 7 BEA data w as  not available , countyw ide  data s h ow e d th at Ste ph e ns
County’s  19 9 7 PCPI le ve l for th e  as s e s s m e nt are a rank e d 27th  of th e  s tate ’s  77 countie s .

Ste ph e ns County’s  e conom y re lie s  h e avily on agriculture , m ining, and m ining-re late d
industrie s .  Unite d State s  D e partm e nt of Agriculture  (USDA) data s h ow s  th e  are a’s
prim ary farm ing product is  cattle , and in 19 9 7 live s tock  sale s  provide d 87.0 pe rce nt of
th e  m ark e t value  of agricultural products  sold.  Th e  are a’s  large s t e m ploye rs  include
H alliburton Se rvice s , Duncan Public Sch ools , and Duncan Re gional H ospital.  Th e  re ce nt
upturn in oil price s  h as  aide d th e  are a’s  e conom y and h e lpe d it re cove r from  th e  h ardsh ips
occurring in its  agriculture -bas e d e conom y as  a re s ult of low  com m odity price s .

Th e  19 9 0 Ce nsus data indicate d une m ploym e nt in th e  Duncan as s e s s m e nt are a w as 7.6
pe rce nt com pare d to th e  s tate w ide  rural une m ploym e nt rate  of 7.5 pe rce nt.  Re ce nt
O ESC data s h ow e d th at th e  une m ploym e nt rate  for th e  as s e s s m e nt are a at 5.0 pe rce nt in
August 19 9 9  continue d to be  h igh e r th an for th e  s tate w ide  rural are as  at 3.1 pe rce nt. In
addition, th e  19 9 0 Ce nsus data s h ow s  th at th e  as s e s s m e nt are a’s  labor force  of 55.9
pe rce nt w as  low e r th an th e  s tate w ide  rural are as  at 56.5 pe rce nt.  H ow eve r, REIS data
indicate d th at Ste ph e ns County’s  labor force  incre as e d by 3.7 pe rce nt in August 19 9 9 .

H ous ing w as  affordable  for as s e s s m e nt are a re s ide nts  in 19 9 0, de s pite  th e  fact th at th e
m e dian-h ous ing value  in th e  are a w as  15.3 pe rce nt h igh e r th an th e  m e dian-h ous ing value
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in state w ide  rural are as .  According to th e  19 9 0 Ce nsus , 62.6 pe rce nt of th e  h ous ing
units  w e re  ow ne r-occupie d com pare d to 60.8 pe rce nt for state w ide  rural are as .  Re ntal
units  re pre s e nte d 23.7 pe rce nt in th e  as s e s s m e nt are a com pare d to 22.7 pe rce nt rural
state w ide .  Th e  are a containe d a large  volum e  of ne w e r h ous ing stock , indicating re ce nt
h ous ing deve lopm e nt.  In 19 9 0 th e  m e dian age  of h ous ing stock  w as 32 ye ars  com pare d
to 36 ye ars  state w ide .

Table  2 sum m arize s  th e  de m ograph ics  and e conom ic ch aracte ristics  of th e  tw o
as s e s s m e nt are as  as  of th e  19 9 0 Ce nsus data.

TABLE 2
BANK ASSESSM ENT AREA CH ARACTERISTICS

Tract Sum m ary H INTO N
AA

Duncan
AA

State  of OK/
Non-M e tro

Com bine d
As s e s sm e nt

Area
Total Num be r of Tracts 1 9 NA 10
  Num be r of Low -Incom e  Tracts 0 1 NA 1
  Num be r of M ode rate -Incom e  Tracts 0 2 NA 2
  Num be r of M iddle -Incom e  Tracts 1 3 NA 4
  Num be r of Uppe r-Incom e  Tracts 0 3 NA 3

Incom e  Sum m ary
M e dian Fam ily Incom e $23,433 $29 ,266 $24,139 $28,481
  Pe rce nt Low -Incom e  Fam ilie s 24.3 18.1 22.2 19 .0
  Pe rce nt M ode rate -Incom e  Fam ilie s 16.7 12.1 17.2 12.8
  Pe rce nt M iddle -Incom e  Fam ilie s 19 .5 19 .1 19 .9 19 .2
  Pe rce nt Uppe r-Incom e  Fam ilie s 39 .5 50.6 40.6 49 .1

UM EM PLOYMENT SUM M A RY
Labor Force  Population 1,880 11,612 551,676 13,49 2
  Pe rce nt Une m ploym e nt 8.2 7.6 7.5 7.7

M isce llane ous Inform ation
Total Population 4,477 27,024 1,275,743 31,501
  Pe rce ntage  of Fam ilie s  Be low  Pove rty 19 .7 13.1 16.4 14.0
Total H ouse h olds 1,725 10,9 21 355,765 12,646
Total H ousing Units 2,080 12,636 585,161 14,716
Pe rce ntage  O w ne r-O ccupie d Units to Total Units 63.0 62.6 60.8 62.7
Pe rce ntage  Re ntal Units to Total Units 22.6 23.7 22.7 23.2
Pe rce ntage  Vacant Units to Total Units 17.0 14.8 16.5 14.2
Total Re ntal Units 416 2,9 9 3 132,9 39 3,409
Affordability Ratio2 .58 .58 .54 .58

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 , including: a
re vie w  of th e  bank 's  le ve l of le nding in re lation to its  de pos its  and th at of oth e r
com parable  financial institutions; pe ne tration of loan originations  ins ide  and outs ide  of th e
bank 's  define d as s e s s m e nt are as; th e  bank 's  le ve l of lending to borrow e rs  of diffe re nt
incom e  le ve ls and to bus ine s s e s  of diffe re nt revenue  s ize s; and th e  bank 's  le ve l of lending
acros s  ge ograph ic tracts  of diffe re nt incom e  clas s ifications .  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.  Th re e  com m unity m e m be rs , including tw o private  bus ine s s  le ade rs  and one
public official, in th e  H inton are a; and one  com m unity m e m be r, involved w ith  a bus ine s s
de ve lopm e nt age ncy, in th e  Duncan are a w e re  contacte d to obtain additional inform ation

                                    
2 Th e  affordability ratio is  calculate d by dividing th e  M e dian H ous e h old Incom e  by M e dian H ous e h old Value .
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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 t th os e  ne e ds.

Th e  data for th e  tw o as s e s s m e nt are as  w as  com bine d for th e  analys e s  of th e  bank ’s  loan-
to-de pos it ratio, le nding w ith in th e  bank ’s  as s e s s m e nt are as , and th e  bank ’s  le nding to
bus ine s s e s  of various  s ize s .  H ow e ve r, be caus e  of th e  diffe re nce  in th e  de m ograph ics  and
e conom ic ch aracte ristics  of th e  H inton and Duncan as s e s s m e nt are as , s e parate  analys e s
for re s ide ntial re al e s tate  loans w e re  pe rform e d re garding th e  bank ’s le nding to borrow e rs
of diffe re nt incom e  le ve ls .  In addition, th e  ge ograph ic distribution of le nding w as  only
cons ide re d m e aningful for th e  Duncan as s e s s m e nt are a be caus e  th e  are a include d one
low - and tw o m ode rate -incom e  tracts .  Th e  H inton as s e s s m e nt are a cons iste d of only one
m iddle -incom e  tract.  Th e re fore , th e  ge ograph ic distribution analys is  w as  not pe rform e d
for th e  H inton are a.

Loan-to-D epos it Ratio

Th e  bank ’s  ne t loan-to-de pos it ratio (LTD) of 81.3 pe rce nt, calculate d by ave raging th e
previous  s eve n q uarte rs  be ginning D ece m be r 31, 19 9 7, is  cons ide re d e xce llent. Th e
bank ’s  LTD ratio e xce e de d four of five  s im ilarly s ituate d bank s  w h os e  LTD ratios  range d
from  24.2 pe rce nt to 89 .3 pe rce nt.  In addition, th e  bank ’s LTD ratio substantially
e xce e ds  its  national pe e r and state  pe e r group ratios  of 64.4 pe rce nt and 62.4 pe rce nt,
re s pe ctive ly.  Th e  bank ’s pe e r group is  com pos e d of insure d com m e rcial bank s  h aving
as s e ts  be tw e e n $50 m illion and $100 m illion w ith  th re e  or m ore  bank ing office s , and
locate d in a nonm e tropolitan are a.  Give n th e  institution’s s ize , local e conom ic conditions ,
and cre dit de m and, th e  ave rage  LTD ratio re fle cts  th e  bank ’s  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 as .

In addition, th e  bank ’s Duncan South  branch  originate s  and s ells re al e s tate  loans  to th e
s e condary m ark e t th at are  not accounte d for in th e  bank ’s  loan portfolio.  During 19 9 8,
th e  bank  originate d 66 loans  th at w e re  s old into th e  s e condary m ark e t, totaling $6,170M .
O f th e  66 loans , 57 loans  originate d in Duncan and 9  loans originate d in H inton.  Th rough
O ctobe r 19 9 9 , th e  bank  h as  originate d 32 loans  totaling $3,028M , th at w e re  s old into
th e  s e condary m ark e t.  O f th e  32 loans , 28 loans originate d in Duncan and 4 loans
originate d in H inton.

Pe rce ntage  of Loans  in th e  A s s e s sm e nt Are as

A m ajority of th e  bank ’s  lending occurre d ins ide  its  as s e s s m e nt are as .  Tw o products
w e re  re vie w e d in th is  analys is , including re s ide ntial re al e s tate  and com m e rcial loans.
Th e  com m e rcial loan sam ple  include d 42 loans , and 28 loans  w e re  found to be  w ith in th e
bank ’s  as s e s s m e nt are as .  O f th e  com m e rcial loans  w ith in th e  bank ’s as s e s s m e nt are as ,
16 loans  w e re  in th e  D uncan are a and 12 loans w e re  in th e  H inton are a.  Th e  re s ide ntial
re al e s tate  s am ple  include d 39  loans  w ith  21 loans  found to be  w ith in th e  Duncan are a.
In addition, a furth e r revie w  of loans  for th e  pre vious  y ear indicate d 23 loans w e re  m ade
in th e  H inton are a.  An analys is  of th e  judgm e ntal sam ple  of 81 total loans  re ve ale d th at
60.4 pe rce nt, by num be r, w e re  originate d w ith in th e  bank ’s  as s e s s m e nt are as .  Table  3
illustrate s  th e  bank ’s  lending w ith in its  com bine d as s e s s m e nt are as by product type .



7

Table  3
Loans W ith in th e  Bank ’s Com bined Ass e s sm e nt Are a

Loan Type  Sam pled
Pe rce ntage  of Loans

Revie w e d (by num be r)
Sm all Bus ine s s 66.7%
Re al Estate 53.8%
Total 60.4%

D istribution of Le nding to Bus ine s s e s  of D iffe re nt Size s  and Am ong Borrow e rs of D iffe rent
Incom e  Levels

Th e  bank ’s distribution of loans  to bus ine s s e s  of diffe re nt s ize s  and borrow e rs  of diffe re nt
incom e  le ve ls is  cons ide re d re asonable .  Th e  analys is  for com m e rcial loans w as  com bine d
for th e  tw o as s e s s m e nt are as  s ince  th e  as s e s s m e nt are a bus ine s s  ch aracte ristics  w e re
s im ilar, and th e  dis tribution of bus ine s s  loans  w as  fairly e ven be tw e e n th e  ge ograph ie s .

Com m e rcial Loans

Th e  distribution of loans  to bus ine s s e s  re fle cts  a strong pe ne tration am ong sm all
bus ine s s e s .  Sm all bus ine s s e s  are  de fine d as businesses w ith  annual re venue s  of le s s
th an $1 m illion.  O f th e  28 com m e rcial loans  sam pled, all loans, totaling $1,69 1M , w e re
originate d to bus ine s s e s  w ith  revenue s  le s s  th an $1 m illion.  Com m e rcial le nding is  th e
bank ’s  prim ary loan product, re pre s e nting 41.2 pe rce nt of th e  bank ’s  total loan portfolio.
Th e  bank  re cognize s  and strive s  to m e e t th e  ne e d for sm all dollar com m e rcial cre dit in its
as s e s s m e nt are as .  Table  4 illustrate s  th at 82 pe rce nt of th e  bank ’s sam pled sm all
bus ine s s  loans w e re  m ade  for am ounts  le s s  th an $100M , loan am ounts  th at typically
s e rve  s m all bus ine s s  cre dit ne e ds.

Table  4
D istribution of Sm all Bus ine s s  Loans

W ith in th e  Bank ’s Com bined Ass e s sm e nt Are a
By Loan Am ount

Loan Value
Pe rcentage  of Dollar Am ount

(Com bine d)
Percentage  of Num be r of

Loans  (Com bine d)
Les s  th an or Eq ual to $100,000 17 82
Gre ate r th an $100,000 and le s s  th an or
e q ual to $250,000

20 7

Gre ate r th an $250,000 63 11
Total 100 100

Re al Estate  Loans

Bas e d on th e  de m ograph ics  of th e  as s e s s m e nt are as , th e  bank ’s distribution of loans
re pre s e nte d re asonable  pe ne tration am ong individuals of diffe re nt incom e  le ve ls.  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
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a be tte r indicator of th e  num be r of pe ople  be ne fiting from  th e s e  products . Due  to varying
as s e s s m e nt are a ch aracte ristics  and cre dit ne e ds re late d to re al e s tate  loans , s e parate
analys e s  w e re  conducte d for th e  tw o as s e s s m e nt are as .

Th e  bank ’s  pe rce ntage  of loans  m ade  to e ach  incom e  le ve l w as  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 as  th at are  de s ignate d low -, m ode rate -,
m iddle -, and uppe r-incom e .  O f th e  21 re al e s tate  loans  initially sam ple d in th e
as s e s s m e nt are as , all w e re  locate d in th e  D uncan are a.  Th e re fore , an additional
judgm e ntal sam ple  of 23 loans from  th e  H inton are a cove ring th e  pe riod from  Se pte m be r
24, 19 9 8 to July 19 , 19 9 9  w as  s electe d for additional analys is  and is  include d in
Table  5.

Table  5 illustrate s  th e  pe rce ntage  of re s ide ntial re al e s tate  loans  m ade  to e ach  borrow e r
incom e  le ve l com pare d to th e  pe rce ntage  of fam ilie s  in e ach  as s e s s m e nt are a.
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Table  5
Percentage  D istribution of Loans  Revie w e d

W ith in th e  Bank ’s As s e s sm e nt Areas
By Incom e  Level of Borrow e r

Area M e dian Fam ily Incom e* $32,700
Incom e  Le ve l of Borrow e r Pe rce ntage  of

Re al Estate
Loans Re vie w e d

(H inton)

Pe rce ntage  of Fam ilie s
W ith in

H inton As s e s sm e nt
Are a**

Pe rce ntage  of
Re al Estate

Loans Re vie w e d
(D uncan)

Pe rce ntage  of Fam ilie s
W ith in D uncan
As s e s sm e nt

Are a**
Low  (Les s  th an 50 pe rce nt of M e dian
Incom e ) 4 24 10 18
M ode rate  (50 to 80 pe rce nt of M e dian
Incom e ) 9 17 5 12
M iddle  (80 to 120 pe rce nt of M e dian
Incom e ) 22 20 10 19
Uppe r (Gre ate r th an 120 pe rce nt of
M e dian Incom e ) 65 39 75 51
*    Are a M e dian Fam ily Incom e  is based on th e  19 9 9  H UD  State  e s tim ate d Median-Fam ily Incom e .
**  Th e  pe rce ntage  of fam ilie s  in asse s s m e nt are a is base d on 19 9 0 ce nsus data.

Re s ide ntial re al e s tate  le nding to low - and m ode rate -incom e  borrow e rs  is  b elow  th e
pe rce ntage  of low - and m ode rate -incom e  fam ilie s  in th e  bank ’s  as s e s s m e nt are as .
H ow e ve r, w h e n de m ograph ic factors  are  cons ide re d, le nding in th e s e  are as  is  cons ide re d
re asonable . In addition, h igh  pove rty and une m ploym e nt rate s  im pe de  a financial
institution’s  ability to lend be caus e  of a lack  of disposable  incom e .  Th us , th e  bank  m ay
find fe w e r opportunitie s  to le nd to low - and m ode rate -incom e  borrow e rs .  A discussion of
th e  bank ’s  lending by borrow e r incom e  leve l is  include d for e ach  as s e s s m e nt are a.

H inton As s e s sm e nt Area

Re al e s tate  loans to low - and m ode rate -incom e  borrow e rs  re pre s e nte d 4 and 9  pe rce nt,
re s pe ctive ly.  Th e s e  pe rce ntage s  are  be low  th e  pe rce ntage s  of low - and m ode rate -incom e
fam ilie s  w ith in th e  as s e s s m e nt are a. Th e  bank  h as  conducte d a m ark e ting cam paign in
th e  are a for h om e  loans  by distributing flye rs  to e ach  h om e , w ith  no re s ults .  Com m unity
contacts  indicate d th at th e re  h as  b e en som e  ne w  re s ide ntial building in th e  last tw o
ye ars , but th e re  is  a s h ortage  of low - and m ode rate -incom e  h ous ing for sale  or re nt.  A
ne w  h ous ing addition, Ch im ney  H ills, h as  b e en de ve lope d w ith  h om e s  price d in th e
$80,000 to $9 0,000 range .  Lik e w is e , anoth e r addition is  be ing built north  of tow n th at
plans to s ell h om e s  in th e  $60,000 to $70,000 range .  O ne  com m unity contact state d
th at th e re  are  a fe w  h ous e s  in th e  $10,000 to $30,000 price  range ; h ow eve r, th e s e
h om e s  s ell q uick ly.  Th e  contact also state d th at s e condary m ark e t program s , such  as
offe re d by Legacy Bank , w e re  ve ry h e lpful to a buyer w h o ne e ds to s e arch  for financing.
H ow e ve r, th e  contact adde d th at buye rs  pre fe rre d to k e e p th e ir loans in H inton, and m any
of th e s e  borrow e rs be lie ve d th at all Legacy Bank  re al e s tate  loans w e re  proce s s e d
th rough  th e  Duncan branch  office .  Alth ough  th e  H inton office  proce s s e s  inh ous e  re al
e s tate  loans , th is  m ispe rce ption by th e  com m unity m ay ne gative ly im pact th e  bank ’s
ability to originate  m any re s ide ntial re al e s tate  loans in th e  H inton as s e s s m e nt are a.
Anoth e r factor in th e  bank ’s low  le ve l of le nding to low - and m ode rate -incom e  borrow e rs
is  th at 50 pe rce nt of th e  labor force  in H inton w as  on social s e curity, public as s is tance
and re tire m e nt bas e d on 19 9 0 Ce nsus data.  Also, th e  pe rce ntage  of une m ploym e nt in
th e  H inton are a w as  at 8.2 pe rce nt com pare d to Duncan at 7.6 pe rce nt and 7.5 pe rce nt
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in state w ide  rural are as .  Furth e rm ore , O ESC une m ploym e nt rate s  for th e  last th re e  ye ars
indicate d som e  e m ploym e nt instability.  Anoth e r factor contributing to th e  low  le ve l of
re al e s tate  loans is  th at fam ilie s  be low  th e  pove rty le ve l in H inton are  at 19 .7 pe rce nt
com pare d to 13.1 pe rce nt in Duncan and 16.4 pe rce nt in state w ide  rural are as .  As a
w h ole , individuals  in th e s e  groups  h ave  le s s  financial m e ans  to purch as e  re al e s tate .
Bas e d on as s e s s m e nt are a de m ograph ics , low e r re al e s tate  loan de m and and th e
une m ploym e nt le ve l in th e  are a, th e  bank ’s  re s ide ntial re al e s tate  le nding is  re asonable  in
th e  H inton as s e s s m e nt are a.

Duncan As s e s sm e nt Are a

Th e  bank ’s  prim ary re al e s tate  lending is  focus e d in th e  Duncan as s e s s m e nt are a.  Re al
e s tate  loans  to low - and m ode rate -incom e  borrow e rs  re pre s e nte d 10 and 5 pe rce nt,
re s pe ctive ly, in th os e  incom e  cate gorie s .  Th e s e  pe rce ntage s  are  s om e w h at be low  th e
pe rce ntage s  of low - and m ode rate -incom e  fam ilie s  w ith in th e  as s e s s m e nt are a.  H ow e ve r,
a com m unity contact indicate d th at th e  D uncan are a is  re cove ring from  th e  re ce nt
dow nturn in th e  oil industry, and re ce nt une m ploym e nt figure s  in August 19 9 9  at 4.5
pe rce nt indicate d som e  im prove m e nt in th e  are a.  Th e  contact also note d th at for th e  first
tim e  in te n ye ars , spe c h ous e s  are  be ing built in th e  $70,000 to $80,000 price  range  and
th at th e re  w as  a de finite  ne e d for low - and m ode rate -incom e  h ous ing construction.

Alth ough  th e  bank ’s  lending to low - and m ode rate -incom e  borrow e rs  is  som e w h at low e r
th an th e  pe rce ntage s  of fam ilie s  in th e  as s e s s m e nt are a, 19 9 0 Ce nsus data indicate d th at
46.7 pe rce nt of th e  h ous e h olds  in th e  Duncan as s e s s m e nt are a w e re  re ce iving public
as s is tance , and 18.3 pe rce nt of pe rsons  in th e  as s e s s m e nt are a are  age d 65 and ove r.
As  a w h ole , individuals in th e s e  groups  h ave  le s s  financial m e ans  or ne e d to purch as e  re al
e s tate .  Tak ing into account th e  as s e s s m e nt are a’s pove rty leve l and large  num be r of
s e nior citize ns  in th e  are a, th e  bank ’s re s ide ntial re al e s tate  lending to low - and m ode rate -
incom e  borrow e rs  in th e  Duncan as s e s s m e nt are a is  re asonable .

D istribution of Le nding in Tracts of D iffe re nt Incom e  Levels

Since  th e  H inton as s e s s m e nt are a cons ists  of one  m iddle -incom e  tract, th e  bank  doe s  not
h ave  th e  opportunity to le nd in low - and m ode rate -incom e  ge ograph ie s  w ith in th is
as s e s s m e nt are a.  Th e re fore , th e  ge ograph ic distribution of loans  w ith in th e  H inton
as s e s s m e nt are a w as  not cons ide re d to be  a m e aningful part of th e  CRA evaluation.  Th e
analys e s  of le nding in tracts  of diffe re nt incom e  le ve ls w as  evaluate d only for th e  D uncan
as s e s s m e nt are a.

Duncan As s e s sm e nt Are a

Re s ide ntial Re al Estate  Loans

Th e  ge ograph ic distribution of re s ide ntial re al e s tate  loans originate d by th e  bank  re fle cts
a fair dispe rs ion th rough out th e  D uncan as s e s s m e nt are a, cons ide ring th e  are a
de m ograph ics .  Alth ough  none  of th e  re s ide ntial re al e s tate  loans  include d in th e  s am ple
w e re  to low - and m ode rate  incom e  tracts , analysis  re veale d th at w h ile  ade q uate  cre dit is
available  by th e  local financial institutions , th e  availability of h ous ing units  is  low .  Th e
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one  low -incom e  tract in th e  as s e s s m e nt are a contains  211 fam ilie s  w ith  a m e dian-fam ily
incom e  of $12,061, and only 2.6 pe rce nt of th e  total as s e s s m e nt are a h ous ing units  are
in th e  tract.  Th e  tw o m ode rate -incom e  tracts in th e  as s e s s m e nt are a contain 678
fam ilie s  w ith  a m e dian-fam ily incom e  of $13,79 8, and 10.1 pe rce nt of th e  total
as s e s s m e nt are a h ous ing units  are  in th e  tract.

Com bine d, low - and m ode rate -incom e  tracts  containe d only 12.8 pe rce nt of as s e s s m e nt
are a h ous e h olds , 16.1 pe rce nt of h ous ing units  and 13.8 pe rce nt of are a bus ine s s e s .
Th us , th e re  are  fe w e r opportunitie s  to lend in th e  as s e s s m e nt are a’s low - and m ode rate -
incom e  tracts  th an in th e  m iddle - and uppe r-incom e  tracts .  To furth e r e xplain th e  bank ’s
lack  of le nding in low - and m ode rate -incom e  tracts , th e  h ous e h old pove rty rate s  in th e
low -incom e  tract at 44 pe rce nt w as  ove r tw ice  as  h igh  as  h ous e h olds in th e  tw o m iddle -
incom e  tracts  at 10 pe rce nt and 20 pe rce nt.  In addition, th e  low - and m ode rate -incom e
tracts  h ad double -digit une m ploym e nt rate s  in 19 9 0.  Th e  une m ploym e nt rate  w as 28.1
pe rce nt in th e  low -incom e  tract and 11.7 pe rce nt in th e  m ode rate -incom e  tracts
com pare d to 6 pe rce nt and 7 pe rce nt une m ploym e nt rate s , re s pe ctive ly, in th e  m iddle -
and uppe r-incom e  tracts .

Anoth e r factor contributing to th e  lack  of de m and is  th at h ous ing stock  w as  dete riorate d
in th e  low - and m ode rate -incom e  tracts , and th e  low - and m ode rate -incom e  tracts  h ad a
com bine d 24 pe rce nt vacancy rate d w h ich  indicate s  a low  leve l of de m and for h ous ing in
th e s e  tracts .

Furth e rm ore , one  of th e  bank ’s branch e s  is  locate d in th e  north e rn uppe r-incom e  tract,
and th e  oth e r branch  is  locate d in a m iddle -incom e  tract.  Th e  low - and m ode rate -incom e
tracts  are  locate d in th e  s outh e rn portion of th e  as s e s s m e nt are a and are  s om e  distance
from  th e  bank ’s  locations .  In addition, th e  low - and m ode rate -incom e  tracts  h ave  a cre dit
union and a com pe titor institution th at ade q uate ly s erve  th e  re al e s tate  cre dit ne e ds  in
th e s e  tracts .  Given th e  dis tance  and th e  de m ograph ics  of th e  low - and m ode rate -incom e
tracts , th e  bank ’s  re al e s tate  lending in th e s e  tracts  is  cons ide re d re asonable .
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Com m e rcial Loans

Th e  com m e rcial loan sam ple  in th e  Duncan as s e s s m e nt are a containe d 16 loans totaling
$9 28M .  Th e  dis tribution of loans by incom e  le ve l of th e  tracts  include d no loans in th e
low -incom e  tract, one  loan in th e  m ode rate -incom e  tracts , nine  loans in th e  m iddle -incom e
tract and s ix loans in th e  uppe r-incom e  tracts.  A significant factor contributing to th e
low e r le ve l of bus ine s s  loans in th e  low - and m ode rate -incom e  tracts  is  th at th e  low - and
m ode rate -incom e  tracts  containe d only 13.8 pe rce nt of are a bus ine s s e s  in 19 9 8.  In
addition, th e  bank ’s  locations  are  distant from  th e  low - and m ode rate -incom e  tracts  w h ich
re duce s  loan de m and from  bus ine s s e s  in th e s e  tracts .

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 .




