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INSTITUTION'S CRA RATING
This institution is rated SATISFACTORY.

. Exchange National Bank’s average | oan-to-deposit ratio
of 78%is well above the 60%for other bank in the
assessnent area.

. A mgjority of the bank’s major |oan products have been
granted in the assessnent areas. The exam ner’s | oan
sanpl e indicated 75% of the nunber and 96% of the
dol l ar volune were in the assessnent areas.

. The bank denonstrated excellent lending levels to | ow
i ncome consuners. The exam ner’s consumer |oan sanple
i ndi cated the bank’s |level of lending to these
borrowers was nore than 43% hi gher than the
denogr aphi cs of the area. Lending to businesses of
different sizes was satisfactory. The agricultural
| oan sanpl e indicated over 90% were to borrowers with
annual gross revenues under $1 mllion.



DESCRIPTION OF INSTITUTION

The Exchange Nati onal Bank of Cottonwood Falls (Exchange) is
a $32 million bank in Cottonwood Falls, Kansas. The bank
does not have any branches or affiliates. The bank has an
ATM at the main | ocation.

Exchange is a full-service bank offering a variety of | oans.
Net | oans represent 73% of the bank’s total assets. As of
June 30, 2001, the bank’s $23 million | oan portfolio had the
foll owi ng conposition: 63%agricultural, 16%residenti al

real estate, 12% commercial, and 9% consuner | oans.

The bank’s primary | ending products, by nunber and dol | ar
anount of | oans granted since the | ast exanination, were
agricultural | oans and consuner | oans.

The bank’s financial condition, size, |ocal econonic
conditions, and other factors allowit to help neet the
credit needs of its assessnent area. W assigned a

“ Satisfactory” rating at the January 30, 1997,

exam nati on.

DESCRIPTION OF ASSESSMENT AREA

The bank’s assessnent area (AA) is Chase County, Kansas.
Chase County is in the heart of the Flint HIls region and
Is not in a Metropolitan Statistical Area (MSA). This
county contains one Bl ock Nunbering Area (BNA) and that BNA
Is a noderate-incone tract. The 2000 popul ati on of the AA
was 3,030. The Kansas statew de non-netropolitan nedian
fam ly incone for 2001 is $43,200. The AA has the follow ng
i nconme distribution for famlies:

Distribution of Famly Incone in Assessnent
Ar ea
| ncomre Level Per cent age
Low i ncone Fam |ies 26%
Moder at e-i ncone Fanm lies 24%
M ddl e-i ncone Famlies 19%
Upper-income Famlies 31%

Ei ght een percent of the househol ds have i ncones bel ow the
poverty |l evel, 39%receive social security, and 5% receive
public assistance. Forty percent of the population is not
In the work force and 23%is over the age of 65.



The medi an housi ng value is $22, 600 and 59% of the housing
units are owner occupied. The trade area is dependent on
agriculture, especially cattle. The econony is strong and
stable. Mjor enployers include the county, school
district, and FAI. The Kansas unenpl oynent rate for July
was 3. 7%

Conpetition is not intense. The AA has only one other
comrerci al bank and no savings institutions. Exchange is
| ar gest of the two banks and had 73% of the county’s
deposits on June 30, 2000. The other bank in the AA has
total assets of $19 mllion.

The assessnent area conplies with the regul ation and does
not arbitrarily exclude any | ow or noderate-incone areas.

Exam ners contacted one conmunity professional. The contact
I ndicated the financial institutions are very involved in
the AA and they were not aware of any unnet credit needs.

CONCLUSIONS ABOUT PERFORMANCE CRITERIA

Loan-to-Deposit Ratio

Exchange’s |l ending level is good. The average |oan-to-
deposit ratio for the last twelve quarters was 78% The
average | oan-to-deposit ratio over the sane period for the
ot her bank in the AA was 60%

Lending in Assessment Area

Exchange’s lending inits AAis reasonable as it extended a
majority of its major |oan products in its AA. To determ ne
the | oan distribution exam ners selected a sanple of 40

| oans granted since the |ast exam nation. This sanple

consi sted of 20 agricultural |oans and 20 | oans granted to
consuners. The follow ng table depicts the distribution of
t hese | oans by nunber and dol |l ar anmount.

Percent age of Sanple Loans Granted Wthin the
Assessnent Area
Per cent age by Nunber Per cent age by Dol |l ar
75% 96%




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

Lending to borrowers of different incones and busi nesses of
different sizes is satisfactory. Exam ners analyzed sanples
of consumer |oans and |oans to agricultural borrowers as

t hose | oan products represent the majority of |oans
originated since the | ast exam nati on.

Lending to borrowers of different incone levels is
excellent. Exam ners selected a sanple of 20 consuner | oans
granted in the AAs since the |ast exam The follow ng table
i ndi cates the bank’s |l ending to noderate-inconme borrowers is
in line with denographics. Lending to |owinconme borrowers
I's 43% hi gher than the percentage of households in that

| ncone category.

Sanpl e of Consuner Loans G anted Between
January 1, 1997 and August 28, 2001
Househol ds in
Consuner Loans |l ncone
Cat egory
| ncone Level % of # %of $ %
Lowi ncone 40 17 28
Moder at e- 15 12 17
I ncone
M ddl e-i ncone 35 47 20
Upper -i ncone 10 24 35
Tot al 100 100 100

Lending |l evel s to businesses of different sizes are
reasonabl e. Exam ners selected a sanple of 20 agricul tural

| oans granted since the | ast exam nation. The agricultural

| oan table indicates 40% of the loans in the sanple and 3%
of the dollar anmount of those |oans were granted to snall
agricultural operations with annual gross revenues |ess than
$100, 000. This percentage is below the 1997 Agriculture
Census for Chase County which depicts 71% of the operations
are in this range.

Sanpl e of Agricultural Loans G anted Between
January 1, 1997 and August 28, 2001

Per cent age of Per cent age of
Annual G oss Nunber of Loans Dol | ar Amount of
Revenues Loans
Less than $100, 000 40% 3%
$100, 000 to 20% 9%
$250, 000




$250, 000 to 20% 19%
$500, 000

$500, 000 to 10% 14%
$1, 000, 000

Over $1, 000, 000 10% 55%

Geographic Distribution of Loans

An anal ysis of the geographic distribution of credit would not be
meani ngful . The bank’s AA consists only of one noderate-incone
ar ea.

Responses to Complaints

The bank has not received any CRA rel ated conplaints since
t he previ ous CRA exam nati on.

Fair Lending Review

An anal ysis of 1997, 1998, 1999, 2000, and year-to-date 2001
public comrents and consuner conpl aint informtion was
performed according to the OCC s risk based fair |ending
approach. Based on its analysis of the information, the OCC
deci ded that a conprehensive fair | ending exam nati on woul d
not need to be conducted in connection with the CRA
evaluation this year. The |atest conprehensive fair |ending
exam was performed in 1997.



