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INSTITUTION'SCRA RATING
Thisingtitution israted Satisfactory.

The mgor factors supporting the inditution's rating are:

The bank's record of lending to agricultural borrowers of different sizes and to borrowers
of different income levelsis good.

The geographic digtribution of loans in moderate-income geographies within the bank's
assessment arealis satisfactory.

A subgtantid mgority of loans are to borrowers in the bank's assessment area

The average quarterly loan-to-deposit ratio is reasonable.

DESCRIPTION OF INSTITUTION

Downs National Bank (DNB) isa$16 million dollar bank located in Downs, Kansas. The bank
operates their office in Osborne County. The bank has no branches or automated teller machines
(ATMs). DNB isowned by Downs Bancshares, Inc., a one-bank holding company. The bank offers
conventiona financia products and services and primarily catersto consumers and agricultura
businesses.

The bank's primary lending focusis red estate and agriculturd products. As of June 30, 2002, Uniform
Bank Performance Report (UBPR) red estate |oans account for 56 percent of the bank's net loans and
leases, with agriculturd loans representing 25 percent of the bank’ s loan portfolio. The remainder of the
portfolio is comprised of 10 percent consumer and 9 percent commercia loans.

Asof June 30, 2002, the bank's assets totaled $16 million, with Tier 1 Capital of $1.5 million. Net loans
and leases comprise 52 percent, or $8.5 million of totd assets. Outstanding loans are comprised of
$4.7 million red estate loans, $2.1 million agriculturd operating loans, $896 thousand consumer loans,
and $825 thousand in commercid loans.

There are no financid, legd, or other factors that impede the bank's ability to help meet the credit needs
of its assessment area. DNB recelved a Satifactory rating initslast CRA eva uation dated February
23, 1998.



DESCRIPTION OF ASSESSMENT AREA

DNB’s assessment area (AA) conssts of six contiguous Block Numbering Areas (BNAS): BNAS
9741 and 9742 in Osborne County; BNAs 9757 and 9758 in Smith County; BNA 9767 in Mitchell
County; and BNA 9762 in Jewell County. The bank islocated in BNA 9741 in Osborne County. The
AA isanon-metropolitan statistical area. Two BNAS (33 percent) are moderate-income and four (67
percent) are middle-incometracts. There are no low- or upper-incometractsinthisAA. The AA
meets the requirements of the regulation and does not arbitrarily exclude any low- or moderate-income

geographies.

1990 United States Census Data reflects a weighted average median family income of $23,810 for the
AA. The 2002-updated State of Kansas non-MSA median family income is $44,200. Tota family
income as a percent of the non-MSA median is comprised asfollows. low-income 22 percent,
moderate-income 25 percent, middle-income 27 percent, and upper-income 27 percent. Thereisone
other financid indtitution located in Downs and nineteen other financid inditutions throughout the four
county area. Mogt of the financid indtitutions are larger than DNB.

Locd economic conditions are good. Agriculturd activities provide the maingtay of the local economy,
but commercia businesses within the AA provide some diversfication. The largest employersinthe AA
include RC Pork, Osborne Industries, Inc., and Unified School Digtrict 272. 1990 United States
Census Datareflects atota population of 13,725 in the AA. The unemployment rate as of June 2002
for the State of Kansas is 4.6 percent and the USrate is 5.9 percent. The unemployment rate for
Osborne County is 2.2 percent, Smith County is 1.1 percent, Mitchell County is 2.2 percent, and Jewell
County is 2.0 percent.

Two community contacts were made during thisreview. Agricultura loans continue to be a primary
need due to the rurad demographics. The contacts stated that loca financia ingtitutions were effectively
meeting credit needs in the area and provide strong community support.

CONCLUSIONSABOUT PERFORMANCE CRITERIA
L oan-to-Deposit Ratio

The bank's loan to deposit ratio (LTD) isreasonable. The average quarterly LTD ratio from March 31,
1998 through June 30, 2002 is 59 percent. We compared the bank's LTD ratio to ten amilarly szed
community banks with an agriculturd business focus in the four county area, including the bank’s AA.
Ratios for these banks ranged from 45 percent to 104 percent. DNB’saverage LTD ratio ranked sixth
among the ten inditutions reviewed.

Lending in Assessment Area



The bank's record of lending to borrowers within their AA is excdlent. The bank does not track |oan
information by origination date. We determined the primary product types by evauating reports that
detail the number and dollar amount of outstanding loans. We sampled atota of 57 residentia redl
edtae, agriculture operating, and farmland purchase loans originated during the evauation period.
Consumer auto ingtalment loans aso represent a significant volume of lending by number, however,
management does not collect and retain income information for these borrowers. Therefore, an andysis
of thisloan type would not provide meaningful information. The sampled loans were comprised of 20
resdentid red estate, 20 agriculture operating, and 17 farmland purchase credits. Lending to
borrowers within the AA is calculated at 95 percent by number and 89 percent by dollar.

Lending to Borrower s of Different Incomes and to Businesses of Different Sizes

The bark's record of lending to borrowers of different income leve, including low- and moderate-
income borrowers, and to business of different Szesisgood. We evauated the bank's performance by
sampling revenue digtribution of 34 agricultural borrowers and income levels of 17 residentid rea edtate
borrowers. Our sample period focused on loans originated in the current period and the prior two
years.

Agriculturd revenue sampling reflects lending to borrowers with revenues of less than one million is
good. Sampling results show 94 percent by number and 90 percent by dollar amount originated to
borrowers with revenues of lessthan one million. This compares favorably to AA demographics.

Agricultural Lending Distribution
L oan Sample Originated January 2000 - October 2002

Revenue Category Loansby # | % of Loansby # | % of Loansby $ |% of Farmsin AA
< 250,000 32 94% 90% 94%
250,000 - 500,000 0 0% 0% 0%
500,000 - 1,000,000 0 0% 0% 0%

> 1,000,000 0 0% 0% 0%
Revenue not reported 2 6% 10% 6%

Totals 34 100% 100% 100%

Residentid red estate loan sampling reflects lending to borrowers of different income levelsis good.
Sampling results demongtrate lending to low-income borrowers was 18 percent by number and 23
percent by dollar and moderate-income borrowers represented 47 percent by number and 33 percent



by dallar. Lending to low-income borrowersis near to AA demographics and to moderate-income
borrowers exceeds AA demographics.

Borrower Digribution Income Level
Resdentid Red Edtate Loan Sample Originated January 2000 — October 2002
% of Familiesin
Borrower IncomeLevel | Loansby # | % of Loansby # | % of Loansby $ AA
L ow-income 3 18% 23% 22%

M oderate-income 3 47% 33% 25%
Middle-income 8 18% 13% 27%
Upper-income 3 18% 31% 27%

Totds 17 100% 100% 100%

Geographic Digtribution of Loans

The overdl geographic distribution of loans reflects a reasonable penetration throughout the bank's AA.
Geographic ditribution performance of agricultura loansis stronger than the digtribution of resdentia

red estate loans.

Based on our sample of 34 agricultura [oans the geographic digtribution in moderate-income aressis

reasonable compared to AA demographics.

Geographic Didtribution
Agriculture Loans Originated January 2000 - October 2002
Income Leved of Tract % of loans by # % of loansby $ %ofi:arms
M oderate-income 26% 29% 37%
Middle-income 74% 71% 63%

Based on our sample of 17 residentid red estate loans, the geographic distribution in moderate-income
aress iswesker than AA demographics.

Geographic Digtribution

Residentid Red Edate L oans Originated January 2000 - October 2002

Income Levd of Tract

% of loans by #

% of loans by $

% of Owner Occupied
Units




M oderate-income

6%

5%

22%

Middle-income

94%

95%

78%

Responsesto Complaints

The bank has not received any written CRA related complaints during our review period of February

23, 1998 to September 13, 2002.

Fair Lending Review

An andysis of 1998 to 2002 public comments and consumer complaint information was performed
according to the OCC'srisk based fair lending approach. Based on its anadlyss of the information, the

OCC decided that a comprehensive fair lending examination would not need to be conducted in
connection with the CRA evduation thisyear. The latest comprehensive fair lending exam was

performed in 1997.




