
 
State Exchange Bank 

Community Reinvestment Act 
Annual Review and Analysis 

as of 3/21/2025 
 
 
It is the goal of State Exchange Bank to meet the credit needs of the local community and surrounding 
area, extending credit for commercial, agriculture, and consumer purposes.  
 
The small Lamont community depends largely on agriculture and oil revenue, while many residents 
commute to employment in the surrounding cities. Although there is little demand for small business 
loans in the area, the Bank encourages and welcomes business loans, which will in turn grow the 
community.  
 
The Bank demonstrates a reasonable performance regarding its loan to deposit ratio, which was 91% 
on 1/31/25. 
 
On 3/21/25, Total Loans were $89,045,627; of these, $21,506,610 were in the Bank’s Assessment 
Area, which represents 24% of Total Loans.   
 
The  loans in the Assessment Area were categorized as follows, with a percentage of total loans:  

Loans for Commercial Purpose (not secured by real estate) 5%   
Loans for Agriculture Purpose (not secured by real estate) 10%  
Secured by Farmland 8% 
Secured by Commercial Real Estate 2% 
Loans for Consumer Purpose 1% 

 
A CRA Lending Analysis demonstrates in the past 15 months, total loans have decreased $14 million, 
with a $3.6 million decrease in the bank’s assessment area.  The percent of loans in the Bank’s 
Assessment Area remained at 24% of Total Loans, the same as the previous analysis. There have been 
only five loans denied during this time, which determines there is not a high loan demand in Grant 
County and the surrounding area.  
 
The Bank’s CRA assessment area consists of six census tracts in and around Lamont, Oklahoma, 
including  two census tracts in Grant County, one census tract in Garfield County, and three census 
tracts in Kay County.  
 
The Bank annually consults BankMaps, LLC for updates in the Bank’s Assessment Area.  BankMaps, 
LLC reported to have reviewed Bank Data and the 2024 FFIEC census data and verified there were 
no changes affecting the census tracts comprising the bank’s assessment area with respect to the 
geographic codes, boundaries, census tract income level classifications, minority majority 
classifications, or other related demographic data.  Therefore, no changes were made to the State 
Exchange Bank CRA Assessment Area.  
 
In June 2024, the List of Distressed or Underserved Nonmetropolitan Middle-Income Geographies 
was made available by the Federal Reserve Bank of Kansas City Board of Governors, the Federal 
Deposit Insurance Corporation, and the Office of the Comptroller of Currency.  In the Bank’s 
Assessment Area, there were no changes to the low-income or moderate-income classifications or 
majority-minority classifications.  One tract in the assessment area remains classified as distressed 
and underserved, with a population loss, which is tract 9564 in southwest Grant County.  
 



The federal agencies define distressed tracts as a nonmetropolitan middle-income geography in a 
county that meets one or more of the following triggers: (1) an unemployment rate of at least 1.5 
times the national average, (2) a poverty rate of 20 percent or more, or (3) a population loss of 10 
percent or more between the previous and most recent decennial census or a net migration loss of 
five percent or more over the five-year period preceding the most recent census. 
The definition for underserved tracts is a nonmetropolitan middle-income geography that meets 
criteria for population size, density, and dispersion that indicate the area’s population is sufficiently 
small, thin, and distant from a population center that the tract is likely to have difficulty financing the 
fixed costs of meeting essential community needs.  



 
 
 
 

COMMUNITY REINVESTMENT 
 

RESERVE REGULATION BB 
 

(12 CFR 228) 
 

 
Community Reinvestment Reserve Regulation BB (12 CFR 228) implements the 
Community Reinvestment Act (CRA), which encourages banks to meet the credit needs 
of their communities, including the needs of low- and moderate-income (LMI) areas 
within those communities, in a way that is consistent with safe and sound operation.  
 
 
 
The bank’s most recent CRA rating and performance evaluations are public information 
and must be made available to the public upon request.  
 
CRA performance is considered when the bank applies to the Federal Reserve System for 
mergers, acquisitions or the establishment of a branch. 
 
The bank defines the assessment areas (geographies) against which its CRA performance 
will be judged. How assessment areas are defined is often key to the evaluation of the 
bank’s record of meeting community credit needs. In some cases, a bank’s assessment 
areas are not the same as its markets or trade areas.  
 
Review the bank’s assessment area to make sure it includes all the bank’s branches, 
deposit-taking ATMs and a substantial portion of its loans. Also, ensure that the 
assessment areas meet other regulation requirements, such as not illegally discriminating 
or arbitrarily excluding low-and moderate-income areas (i.e., no “redlining”). 
 
Perform self-assessments of your CRA performance; identify whether the bank is making 
loans in low-income and moderate-income geographies, to low-income and moderate-
income individuals and to small businesses and farms within its assessment areas.  
 
 
Basics for Bank Directors 
Federal Reserve Bank of Kansas City 
Division of Supervision and Risk Management 
https://www.kansascityfed.org/Publicat/BasicsforBankDirectors/BasicsforBankDirectors.pdf  



The State Exchange Bank 
Lamont, Oklahoma 

 
Community Reinvestment Act Policy 

 
Statement:  The Board of Directors and senior management will take an active role in 
assuring overall compliance with the CRA.  The Board of Directors of the Bank will 
review and approve the Bank’s CRA Policy, including the reasonableness of the 
delineated assessment area, at least annually and after each material change.  All CRA-
related discussions are to be documented in minutes of the Board of Director’s meetings.  
Further, the Board of Directors will review periodic self-assessments of the Bank’s CRA 
compliance efforts.  The Bank will make reasonable efforts to ascertain the credit needs 
of the community and to develop and market products and services to meet those needs.  
All of the Bank’s directors, officers and employees are encouraged to be familiar with the 
Bank’s CRA goals and responsibilities.  It is the Bank’s policy to comply with the 
standard imposed by CRA and related regulations by making safe and sound loans and 
investments and providing safe and sound services on which the Bank expects to make a 
profit.  The Bank will develop and apply flexible underwriting standards for loans that 
benefit low or moderate income geographies or individuals which are consistent with safe 
and sound banking practices. 
 
CRA Compliance Officer:  Debbie Reynolds is designated as the CRA Compliance 
Officer, the person responsible for coordinating, documenting, and monitoring the Bank’s 
CRA program.  The Bank’s Board of Directors recognizes that CRA regulations are 
subject to change and that certain CRA regulations may or may not be effective as to the 
Bank, or may become effective as to the Bank on different dates, depending on certain 
factors and alternative forms of CRA compliance which are available to the Bank under 
applicable regulations.  The Board of Directors, with the guidance and assistance of the 
Compliance Officer, intends to ensure that the Bank complies with such regulations in a 
proper and timely manner. 
 
The CRA Compliance Officer’s responsibilities will include reporting periodically, but 
not less than annually, to the Board of Directors concerning the Bank’s CRA efforts, 
performance, and, if appropriate, areas for improvement. 
 
CRA Notice:  The Bank will provide in the lobby a public CRA Notice which conforms 
in form and substance with the applicable regulatory requirements. 
 
Assessment Area:  The Bank’s designated assessment area shall be described on Exhibit 
“A” attached hereto and made a part hereof. 
 
CRA Public File:  The Bank will maintain a public file, in which it will assemble all 
information and documents required by then effective regulations applicable to the Bank.  
Upon request, the Bank will provide copies of the information in its public file to any 
persons requesting such information.  Such information will be provided in paper or other 
form acceptable to the person making the request.  If the Bank charges fees for such 



service, the fees will be reasonable and will not exceed copying and mailing costs (if 
applicable).  The information contained in the Bank’s public file will be made available 
at the bank’s main office.  The Bank will update its public file in order to ensure that the 
information contained therein will be current as of April 1 of each year. 
 
Data Collection, Reporting and Disclosure:  The Bank will assemble, collect and 
maintain such CRA related information as may be required by applicable regulations in 
form and substance which are fully compliant with such regulations, including in a 
machine readable format as prescribed by the regulators. 



Exhibit “A” 
 

Assessment Area(s) 
 
 

The Bank’s Assessment Area(s) are as follows: 
 
         Census 

County       Tract(s) 
       

Grant County      9565.00  
9564.00 

  
Kay County      0013.01 

         0013.02 
         0011.00  
    
 

Garfield County     0011.00 
 



Number of
Census
Tracts      %Total

Change in
Number of
Tracts    %Change

Total
Population %Total

Change in
Population %Change

Low
Moderate
Middle
Upper
NA
Total 0.0%

0.0%
0.0%
0.0%
0.0%
0.0%

0
0
0
0
0
0

100.0%
-

33.0%
48.3%
18.7%
-

19,086
0
6,300
9,211
3,575
0

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

0
0
0
0
0
0

100.0%
-

33.3%
50.0%
16.7%
-

6
0
2
3
1
0

Change in Income Level Classifications - 2024

Number of
Census
Tracts      %Total

Change in
Number of
Tracts     %Change

Total
Population %Total

Change in
Population %Change

Asian Majority
Black Majority
Hispanic Majority
Black+Hispanic Majority
Combined Majority
White Majority
NA
Total 0.0%

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

0
0
0
0
0
0
0
0

100.0%
-

100.0%
-
-
-
-
-

19,086
0

19,086
0
0
0
0
0

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

0
0
0
0
0
0
0
0

100.0%
-

100.0%
-
-
-
-
-

6
0
6
0
0
0
0
0

Change in Majority Minority Classifications - 2024

      Total                                             Change in
 Population           %Total           Population         %Change

Total Population
Minority Population

Asian
Black
Hawaiian/Pacific Islander
American Indican/Alaska Nat..
Other Minority Race
2 or More Races
White

Hispanic or Latino
White Non-Hispanic
Other Not Hispanic or Latino 2,521

15,311
1,254

15,692
1,642
462
1,051
24
138
77

3,775
19,086

13.2%
80.2%
6.6%

82.2%
8.6%
2.4%
5.5%
0.1%
0.7%
0.4%

19.8%
100.0%

0
0
0

0
0
0
0
0
0
0

0
0

0.0%
0.0%
0.0%

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

0.0%
0.0%

Demographic Changes - 2024 vs 2023
CRA Assessment Area

There were no changes in the geographic classifications or demographic attributes of the bank's CRA Assessment Area based on the most recent 2024 FFIEC census data.

Source:  FFIEC Census Data
Copyright © 2025 BankMaps, LLC. All Rights Reserved.

Change in Population Demographics - 2024





















 
 
 
 
 
 

BANK BRANCHES 
 
 

State Exchange Bank 
1280 Main Street 
Lamont, OK 74643 
Census Tract  9565 
 
 
 
State Exchange Bank is in a rural Grant County community located in north 
central Oklahoma. 
 
There have not been any branches opened or closed in the current year or prior 
two years. 

 
 
 



The State Exchange Bank 

List of Services 
Updated December 15, 2023 

 
Hours of operation: Lobby  (Monday through Friday  9:00 a.m. – 3:00 p.m.) 
   ATM – available 24 hours a day 
   Night deposit  - available 24 hours a day 
 
Loan Products: 

1. Consumer Loans 
2. Commercial Loans 
3. Agriculture loans 
4. Commercial and Agriculture Real Estate Loans 
5. Real Estate Loans – Secondary Market 

Conventional 10, 15, 20, 25 and 30 Year Fixed Rate (primary & second homes) 
5/1 and 7/1 ARMs 
FHA Fixed Rates 
VA Fixed Rates for Veterans 
USDA Rural Development Loans 
Rehabilitation Loans 
Jumbo Fixed Rates and ARMs 
Investment Property Loans- 1 to 4 Unit Properties Only 
Farmer Mac 

6. Farm Service Agency Guaranteed Loans 
7. Small Business Administration Guaranteed Loans 
8. VISA/MasterCard Credit Card Program 

 
Deposit Products: 

1. Regular Consumer and Commercial Checking  
2. Now Account Checking  
3. Super Now Account Checking 
4. Premier Money Market Checking 
5. Student Checking- -for full-time students under age 25 
6. Senior Checking –for consumers 62 years of age or over- no monthly service charge 
7. Savings Accounts 
8. Certificates of Deposit 
9. ATM/Debit Cards 
10. Internet Banking with Bill Payment & Mobile App 
11. Merchant Remote Capture 
12. ACH Origination 
13. Mobile Deposit 

 
Other products and services: 

1. Safe Deposit Boxes 
2. Notary Public 
3. Cashier’s Checks and Money Orders 
4. Payroll check cashing for checks drawn on SEB accounts 
5. VISA/Master Card Cash Advance 
6. Automated Teller Machine 
7. Wire Transfers 







2025 2024 2023 2022 2021

MARCH 31 93% 98% 102% 99% 99%

JUNE 30 100% 99% 92% 98%

SEPT. 30 93% 96% 97% 90%

DEC. 31 93% 94% 103% 94%

COMMUNITY REINVESTMENT ACT
QUARTERLY NET LOAN TO DEPOSIT RATIOS

STATE EXCHANGE BANK
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PI]BLIC DISCLOSURE

January 6,2020

COMMUNITY REINM,STMENT ACT
PERFORMANCE EVALUATION

The State Exchange Bank
Certificate Number: 13551

1280 Main Street
Lamont, Oklahoma 74643

Federal Deposit Insurance Corporation
Division of Depositor and Consumer Protection

Dallas Region

1601 Bryan Street
Dallas, Texas 75207

This document is an evaluation of this 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 instifution. This evaluation is not, nor should it be construed as, an assessment

of the financial condition of this institution. The rating assigned to this institution does not
represent an analysis, conclusion, or opinion of the federal financial supervisory agency
conceming the safety and soundness of this financial institr"rtion.
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INSTITUTION RATING

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

An institution in this group has a satisfactory record of helping to meet the credit needs of its
assessment area, including low- and moderate-income neighborhoods, in a maluler consistent with
its resources and capabilities.

The State Exchange Bank's satisfactory Lending Test record supports the overall Community
Reinvestment Act (CRA) rating. The banl< did not request consideration of its investments and

services, nor did examiners identify any discriminatory or other illegal credit acts or practices;
ther.efore, these considerations did not affect the overall rating. The following points summarize
conclusions regarding the applicable test, discussed in detail elsewhere.

Lendine Test

The bank exhibited a reasonable record regarding its loan-to-deposit (LTD) ratio. A reasonable

overall level primarily supports this conclusion,

The institution originated a majority of its loans inside its assessment area. Majorities of small
farm and small business loans originated inside the assessment area support this conclusion.

The institution achieved a poor record regarding its geographic loan distribution. The poor
performance regarding small farm and small business loans supports this conclusion.

The bank established a reasonable record regarding its borrower profile loan distribution.
Reasonable performances regarding small farm and small business loans supporl this
conclusion.

The institution did not receive any CRA-related complaints since the previous evaluation;
therefore, this factor did not affect the Lending Test conclusion.

a

a

a

a

c
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DESCRTPTION OF INSTITUTION

Background

The State Exchange Bank maintains its headquarlers in Lamont, Oklahoma. State Exchange
Bancshares, Inc., a one-bank holding company also located in Lamont, wholly owns the bank. The
bank has no other affiliates or subsidiaries. The institution received a "Satisfactory" rating at its
previous FDIC Performance Evaluation, dated November 25,2073, based on Interagency Small
Institution Examination Procedures.

0perations

The State Exchange Bank remains a retail bank focusing on agriculture and commercial lending
from its main office located in north central Oklahoma. The bank has no additional branches. The
bank operates an automated teller machine located in the entryway of the main office. The bank did
not open or close any branches or participate in any merger or acquisition activities since the
previous evaluation.

The bank offers a variety of loan products, including commercial, agricultural, and consumer loans.

In addition, the bank has a referral agreement with a mortgage company, to provide residential real-
estate loans to its customers. The instihrtion provides a variety of deposit services including
checking, savings, and certificates of deposit. The institution maintains banking hours typical for
the area and industry. Alternative banking services include intemet and mobile banking.

Abilitv and Capacity

Assets totaled approximately $66.1 million as of September 30,2079, and included total loans of
$52.4 million and securities totaling $3.7 million. Since the previous evaluation, total assets

increased 63.8 percent; net loans increased 57.8 percent, and total deposits increased 60.9 percent.

As shown in the following table, the mix of outstanding loans as of September 30,2019, reflects a

product distribution generally consistent with the distribution of originated loans as discussed under
the Scope of Evaluation. Agriculture loans at 59.1percent represent the largest loan category by
dollar volume; followed by commercial loans at31.7 percent by dollar volume.
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Loan Portfolio Distribution as of 09/30/2019

Loan Category $(000s) %

Construction, Land Development, and Other Land Loans 342 0.7

Secured by Farmland 16,398 3 t,3

Secured by 1-4 Family Residentiai Properties 3,284 6.3

Secured by Multifamiiy (5 or more) Residential Properties 279 0.5

Secured by Nonfarm Nonresidential Properties 7,292 13.9

Total Real Estate Loans 27,595 52.7

Commercial and Industrial Loans 9,335 17.8

Agricultural Production and Other Loans to Farmers 14,546 27.8

Consumer Loans 563 t.l
Obligations of State and Political Subdivisions in the U.S. 0 0.0

Other Loans 0 0,0

Lease Financing Receivable (net of unearned income) 336 0.6

Less: Uneamed Income 0 0.0

Total Loans 52,375 100.0

Soarce: Reports ofCondition and Income

Examiners did not identifu any financial,legal, or other impediments that affect the bank's ability to
meet the assessment area's credit needs.

DESCRIPTION OF ASSESSMENT AREA

The CRA requires each financial institution to define one or more assessment areas within which to

evaluate its CRA perfonnance. The State Exchange Bank designated both tracts in Grant County
and three of 11 tracts in Kay County located in the Non-Metropolitan Statistical Areas (Non-MSAs)
of Oklahoma, and one tract in Garfield County in the Enid, Oklahoma Metropolitan Statistical Area
(MSA) as its assessment area. As of July 2015, the U.S. Office of Management and Budget
announced that Garfield County would be now designated as the Bnid, Oklahoma MSA. However,
since the bank maintains only one census tract of Garfield County in its assessment area and that
tract is contiguous with the Non-MSA area of Grant County, examiners evaluated this as a single
assessment area. The assessment area conforms to CRA regulatory requirements.

Economic and Demographic Data

The six tracts in the assessment area reflect the following income designations according to the
2015 American Community Survey (ACS) data:

o 1 moderate-income tract,
o 4 middle-income tracts, and
o 1 upper-income tract.

The foilowing table provides additional demographic data for the assessment area.
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Demographic Information of the Assessment Area

Demographic Characteristics
Low

o/o of #
Moderate

%" of#
Middle
oh of#

Upper
o/o of #

NA*
o/o of #

Geographies (Census Tracts) 6 0.0 16.7 66.7 16.6 0.0

Population by Geography 20,497 0.0 20.7 63.0 16.3 0.0

Housing Units by Geography 10,193 0.0 19.6 65.8 14.6 0.0

Owner-Occupied Units by
Geosraphy

6,280 0.0 19.6 62.7 t7.7 0.0

Occupied Rental Units by Geography 2,150 0.0 16.8 13.7 9.5 0.0

Vacant Units by Geography 1,163 0.0 23.0 ffi.4 10.0 0.0

Businesses by Geography 1,077 0.0 16.8 64.s 18.7 0.0

Farms by Geography 214 0.0 7.0 71.0 22.0 0.0

Family Distribution by Income Level 5,610 19.5 17.6 19.5 43.4 0.0

Household Distribution by Income
Level

8,430 19.9 t6.4 19.2 44.5 0.0

Median Family Income
FFIEC**-Estimated Median Family Income for
2018

s51,698
$54,500

Median Housing Value
Median Gross Rent
Families Below Poverty Level

$68,422
$563

11.7%

Source: 2015 ACS data and 2018 D&B data
* The NA calegory consists oJ geogruphies that have not been assigned an income classificalion
* * Federu I Financial Instihrl i ons Etam inalion C ouncil (FFIEC)

According to 2018 D&B data, the assessment area contains 2I4 farms. The analysis of small farm
loans under the borrower profile criterion compares the distribution of small farm loans by gross

annual revenue (GAR) level. Within the assessment arca,99.1percent of farms repofi a GAR of $1

million or less.

In addition, the analysis of small business loans under the borrower profile criterion compares the

distribution of small business loans by GAR level. According to 2018 D&B data, the assessment

area contained 1,077 businesses. The following includes a breakdown of the assessment area's
business by GAR.

. 76.5 percent have $i million or less,

. 7.3 percent have more than $1 million, and

. 16.2 percent have unknown revenues.

Service industries represent the largest portion of businesses at32.2 percent; followed by
agriculturai, forestry, and fishing at16.6 percent; and retail trade at 10.5 percent.

Data obtained from the U.S. Bureau of Labor Statistics indicates that the 2018 year-end
unemployment rate was 3.0 percent statewide. Grant County, Kay County, and Garfield County
reported unemployment rates of 2.1 percent, 4.7 percent, and 3.0 percent, respectively, for the same
time period.
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Competition

The assessment area reveals competition in the market for financial services. According to the
FDIC Deposit Market Share Report as of June 30,2019,23 institutions operate 50 full-service
branches within Grant, Kay, and Garfield Counties. Of these institutions, The State Exchange Bank
ranked 13th with a 2.0 percent deposit market share.

The State Exchange Bank ranks second for deposit market share in Grant County, the only county
of the three in which the bank operates an office. The bank captures 25.0 percent of the Grant
County's deposits based on the June 30, 2019, FDIC Deposit Market Share Report. While some

other mortgage companies and finance companies also operate in the area, the competition level
allows for lending opportunities.

Community Contacts

As part of the evaluation process, examiners contact third parties active in the assessment area to
assist in identifying credit and community needs. This information helps determine whether local
financial intuitions remain responsive to these needs. It also shows available credit needs and

opporlunities.

Examiners utilized a previous community contact from a representative of an economic
development organization that serves the assessment area. The contact noted stable economic
conditions, due to the agricultural economy being at its most stable point in three years. Further, the
contact stated that local financial institutions are doing more than their fair share of donating time
and resources to the communities in and around the area. In addition, the contact stated agricultural
loans remain the largest credit need in the area due to major employment opportunities in farms and

agricultural-related businesses. The contact also mentioned that it can be difficult for some

borrowers to gain credit due to credit history or credit delinquencies and insufficient cash from the
agriculture cycles.

Credit Needs

Considering information from the community contact, bank management, as well as demographic
and economic data, examiners determined that agricultural loans represent the primary credit need
for the assessment area followed by small business loans. Small farm and small business loans
remain in high demand. The percentage of farms and businesses with GARs of $1 million or less

supports this conclusion.

SCOPE OF EVALUATION

General Information

This evaluation covers the period from November 25,2013, to January 6,2020, the date of the
previous evaluation to this evaluation's date. To assess performance, examiners applied the FFIEC
Small Institution CRA Examination Procedures, which include the Lending Test.
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The Lending Test considered the institution's performance according to the following criteria.

o Loan-to-depositratio,
o Assessment area concentration,
o GeograPhicdistribution,
o Borrower profile, and
o Response to CRA-related complaints.

Activities Reviewed

For the Lending Test, CRA Small Institution Examination Procedules require examiners to
determine the bank's major product line for review. As an initial matter, examiners may select from
among the same loan categories used for CRA Large lnstitution evaluations: home mortgage, small
business, small farm, and consumer loans. Examiners determined that the major product line
consists of agriculture loans at 6L .4 percent of gross loans, by dollar volume, originated in 20 1 8. In
addition, commercial loans at 29.8 percent of gross loans, by dollar volume, originated in 2018 will
be reviewed. Agriculture loans conhibuted more weight to overall conclusions due to the larger
loan volume when compared to commercial lending during the most recent calendar year.

No other loans types, such as home mortgage lending or consumer lending at 1.4 percent and 1.2
percent by dollar volume, respectively, represent major product lines. Therefore, they provide no
material support for conclusions or ratings and examiners did not conduct a review of them. The
following table shows the originations and purchases over the most recent calendar year by loan
type.

Bank records indicate the lending focus and product mix remained consistent throughout the
evaluation period. Examiners selected a sample of small farm and small business loans originated
in the period from January 7,z}t&,through December 37,2018, and considered this data
representative of the bank's perfotmance during the entire evaluation period. The bank originated
146 agriculture loans totaling $21.2 million in 2018, of which examiners sampled 47 smallfmm
loans totaling $3.8 million. In addition, the bank originated 82 commercial loans totaling $11.3

6

Loans Originated or Purchased

Loan Category $(000s) % !
t+ -/o

Construction and Land Development 7,1'14 3.4 2 0.'l

Secured by Farmland 5,329 15.4 12 4.1

Secured by 1-4 Family Residential Properties 47s 1.4 2 0.7

Multi-Family (5 or more) Residential Properties 0 0.0 0 0.0

Commercial Real Estate Loans 0 0.0 0 0.0

Commercial and Industrial Loans 10,279 29.8 78 27.0

Agricultural Loans 1 5,855 46.0 134 46.4

Consumer Loans 40s 1.2 57 19,7

Other Loans 974 2.8 4 1.4

Total Loans 34,491 100.0 289 100.0

Source: 2018 Bank data
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million in 2018, of which examiners sampled 41 small business loans totaling $4.3 million.

While this evaluation presents both the number and dollar volume of loans, examiners placed
emphasis on the number of loans as the number remains a better indicator of the number of small
farms and small business seled.

CONCLUSIONS ON PERFORMANCE CRTTERTA

LENDING TEST

The State Exchange Bank demonstrated a satisfactory record regarding the Lending Test.
Reasonable borrowerprofile primarily support this conclusion, as do the reasonable LTD ratio and a

majority of loans originated in the assessment area. Geographic dishibution of loans was considered
poor. The appendix lists the Lending Test's criteria.

For the CRA Small Institution Lending Test, typically, examiners will first determine whether the
presence of any weaker LTD ratio or assessment area concentration performance warrants
downgrading the overall Lending Test conclusion. Absent any such warranted downgrading,
examiners will then place more weight on the borrower profile and geographic loan distributions
when arriving at the overall Lending Test conclusion.

Loan-to-Deposit Ratio

The bank exhibited a reasonable record regarding LTD ratio. A reasonable overall level supports this
conclusion. Examiners considered the bank's size, business strategy, and capacity relative to the area's
credit needs when arriving at this conclusion.

Overall Level
The overall level ofthe average, net LTD ratio reflects reasonable performance for the 24 quarters
since the prior evaluation, December 37,2013,to September 30,20L9. The State Exchange Bank
recorded a92.4 percent average, net LTD ratio, dolvn slightly from the 93.0 percent average, net LTD
ratio reflected at the prior evaluation. The quarterly net LTD ratio varied from a low of 71.5 percent on
March3l,20l5,toahighof 101.3percentJune30,2077. Therefore,withinthecontextofthenoted
considerations, particularly the bank's relative capacrty with respect to its deposits, the overall level of
the average, net LTD ratio reflects reasonable performance.

Comparative Level
Examiners did not identify any similarly situated or comparable institutions based onthe institution's
asset size, lending emphasis, or area operations. Therefore, this consideration did not affect the overall
LTD ratio conclusion.

Assessment Area Concentration

The institution originated a majority of its loans inside its assessment area. Majorities of small farm
and small business loans originated inside the assessment area support this conclusion. As noted,
this evaluation places more weight on the institution's small farm loans when an'iving at overall
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conclusions. Examiners considered the bank's asset size and office structure, as well as the loan
products reviewcd, relative to the assessment area's size and economy, when ariving at this
conclusion.

Small Farm Loans
The following table shows that the bank originated a majority of its small farm loans, by number
and dollar volume, within its assessment area.

Small Business Loans
Furthermore, the table shows the institution originated a majority of its small business loans inside
its assessment area, by number and dollar volume.

Geoeraphic Distribution

The institution achieved a poor record regarding its geographic loan distribution. The poor
performances regarding small farm and small business loans support this conclusion.

Examiners considered the loan categories reviewed relative to the available comparative data and
any performance context issues. Examiners focused on the percentages of the number of loans in
the one moderate-income geography compared to D&B data when artiving at conclusions, as there
are no low-income census tracts in the assessment area. This factor only considered loans granted
inside the assessment area.

Smoll Farm Loans
The geographic distribution of small farm loans reflects poor performance. The following table
shows that no loans were originated in moderate-income census tracts and this falls below D&B
data by 7.0 percentage points,

8

Lending Inside and Outside of the Assessment Area

Loan Category

Number of Loans
Total

#

Dollars Amount of Loans $(0009
Total

$(000s)
Inside Outside Inside 0utside

fr o//o # % $ , $ o/o

Small Farm 40 85.1 7 14.9 47 3,114 82.4 664 17.6 3,778

Small Business 28 68.3 13 31.7 4t 2,242 s2.t 2,064 47.9 4,306

Source:2018 Bank data
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Geographic Distribution of Small Farm Loans

Tract Income
Level

7o of Farms # % $(000s) ,

Low 0.0 0 0.0 U 0.0

Moderate 7.0 0 0.0 0 0.0

Middle 71.0 3) 82.5 2,869 92.1

Upper 22.0 7 17.5 24s 7.9

Total 100.0 40 100.0 3,114 100.0

Source: 20 I 8 D&B data and 201 8 Bank dala

Small Business Loans
The geographic distribution of small business loans reflects poor performance. The following table
shows that no loans were originated in moderate-income census tracts and this falls below D&B
data by 16.8 percentage points, reflecting poor performance.

Borrower Profile

The bank established a reasonable record regarding its borrower profile loan distribution.
Reasonable performance regarding the small farm and small business lending supports this
conclusion. Examiners considered the loan categories reviewed relative to the available
comparative data and any performance context issues. Examiners focused on the percentage by
number of small farm and small business loans with GARs of $1 million or less compared to D&B
data, This factor only considered loans gmnted inside the assessment area.

Small Farm
The distribution of borrowers reflects reasonable performance among farms of different sizes. The
farm's GAR defines the borrowers' profiles for this review. The following table shows that the
bank originated 95.0 percent of small farm loans to farms with a GAR of $1 million or less,
reflecting a reasonable performance.

9

Geographic Distribution of Small Business Loans

Tract Income
Level

%o of Businesses # % $(000s) o

Low 0.0 0 0.0 0 0.0

Moderate 16.8 0 0.0 0 0.0

Middle 64.5 26 92.9 1,628 72.6

Upper 18.7 2 7.1 614 27.4

Total I00.0 28 100.0 2,242 100.0

Source: 20 I 8 D&B dato and 201 8 Bank dala
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Distribution of Small Farm Loans by Gross Annual Revenue Category

Gross Reyenue Level 7o ofFarms o//o $(000s) o//o

< $100,000 50.9 8 20.0 269 8.6

$100,000 - 9249,999 J t.+ 16 40.0 487 15.6

$250,000 - s499,999 7.9 6 1s.0 317 10.2

$500,000 - $1,000,000 2.9 oo 20.0 1,566 50.3

Subtotal < 51,000,000 99.1 38 9s.0 2,639 84.7

> $1,000,000 0.0 1 2.5 J/) 12.1

Revenue Not Avaiiable 0.9 1 2.s 100 3.2

Total 100.0 40 100.0 3oll4 100.0

Source: 20 I 8 D&B dato and 201 I Bank data

Small Business
The distribution of borrowers reflects reasonable performance among businesses of different sizes.

The businesses' GAR defines the bonowers' profiles for this review. The following table shows

that the bank ortginatedTl.5 percent of small business loans to businesses with a GAR of $1

million or less, reflecting a reasonable performance.

Response to Complaints

The bank did not receive any CRA-related complaints since the previous evaluation. Therefore, this
criterion did not affect the Lending Test conclusion.

DISCRIMINATORY OR OTIIER ILLEGAL CREDIT PRACTICES REYIEW

Examiners did not identify any evidence of discriminatory or other illegal credit practices. Therefore,
this consideration did not affect the institution's overall CRA rating.

Distribution of Small Business Loans by.Gross Annual Revenue Category

Gross Revenue Level 7o of Businesses # o//o $(000s) %o

< $100,000 38.6 t8 64.3 458 20.4

s100,000 - s249,999 25.6 I 3.6 100 4.5

$250,000 - $499,999 7.4 1 3.6 303 13.5

$500,000 - $1,000,000 4.8 0 0.0 0 0.0

Subtotal < $1,000,000 76.4 20 71.5 861 38.4

> $1,000,000 7.3 8 28.5 1,3 81 61.6

Revenue Not Available 16.3 0 0.0 0 0.0

Total 100.0 28 100.0 2,242 100.0

Source: 2018 D&B dataand 2018 Bankdata
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APPENDTCES

SMALL BANK PERF'ORMANCE CRITERTA

Lendins Test

The Lending Test evaluates the bank's record of helping to meet the credit needs of its assessment
area(s) by considering the following criteria:

1) The bank's loan-to-deposit ratio, adjusted for seasonal variation, and, as appropriate, other
lending-related activities, such as loan originations for sale to the secondary markets,
community development loans, or qualified investments;

2) The percentage of loans, and as appropriate, other lending-related activities located in the
bank's assessment area(s);

3) The bank's record of lending to and, as appropriate, cngaging in other lending-related
activities for bonowers of different income levels and businesses and farms of different
sizes;

4) The geographic distribution of the bank's loans; and
5) The bank's record of taking action, if warranted, in response to written complaints about its

performance in helping to meet credit needs in its assessment area(s).
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GLOSSARY

Aggregate Lending: The number of loans originated and purchased by all reporting lenders in
specified income categories as a percentage of the aggregate number of loans originated and
purchased by all reporting lenders in the metropolitan area./assessment area.

Area Median Income: The median family income for the MSA, if a person or geography is
located in an MSA; or the statewide nonmetropolitan median family income, if a person or
geography is located outside an MSA.

Assessment Area: A geographic arca delineated by the bank under the requirements of the
Community Reinvestment Act.

Census Tract: A small, relatively permanent statistical subdivision of a county or equivalent
entity. The primary purpose of census tracts is to provide a stable set of geographic units for the
presentation of statistical data. Census tracts generally have a population size between 1,200 and
8,000 people, with an optimum size of 4,000 people. Census tract boundaries generally follow
visible and identifiable features, but they may follow nonvisible legal boundaries in some
instances. State and county boundaries always are census tract boundaries.

Combined Statistical Area (CSA): A combination of several adjacent metropolitan statistical
areas or micropolitan statistical areas or a mix of the two, which are linked by economic ties.

Consumer Loan(s): A loan(s) to one or more individuals for household, family, or other personal
expenditures. A consumer loan does not include a home mortgage, small business, or small farm
loan. This definition includes the following categories: motor vehicle loans, credit card loans, home
equity loans, other secured consumer loans, and other unsecured consumer loans.

Core Based Statistical Area (CBSA): The county or counties or equivalent entities associated
with at least one core (urbanized areaor urban cluster) of at least 10,000 population, plus adjacent
counties having a high degree of social and economic integration with the core as measured through
commuting ties with the counties associated with the core. Metropolitan and Micropolitan
Statistical Aleas are the two categories of CBSAs.

Family: Includes a householder and one or more other persons living in the same household who
are related to the householder by birth, maniage, or adoption. The number of family households
always equals the number of families; however, a family household may also include non-relatives
living with the famiiy. Families are classified by type as either a married-couple family or other
family. Other family is further classified into "male householder" (a family with a male
householder and no wife present) or "female householder" (a family with a female householder and
no husband present).

FFIEC-Estimated Income Data: The Federal Financial lnstitutions Examination Council (FFIEC)
issues annual estimates which update median family income fiom the metropolitan and
nonmetropolitan areas. The FFIEC uses American Community Survey data and factors in
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information from other sources to arrive at an arurual estimate that more closely reflects current
economic conditions.

Full-Scope Review: A full-scope review is accomplished when examiners complete all applicable
interagency examination procedures for an assessment area. Perfornance under applicable tests is
analyzed considering performance context, quantitative factors (e.g., geographic distribution,
borrower profile, and total number and dollar amount of investments), and qualitative factors (e.g.,
innovativeness, complexity, and responsiveness),

Geography: A census tract delineated by the United States Bureau of the Census in the most recent
decennial census.

Home Mortgage Disclosure Act (HMDA): The statute that requires certain mortgage lenders that
do business or have banking offices in a metropolitan statistical area to file annual summary reports
of their mortgage lending activity. The reports include such data as the race, gender, and the
income of applicants; the amount of loan requested; and the disposition of the application
(approved, denied, and withdrawn).

Home Mortgage Loans: Includes closed-end mortgage loans or open-end line of credits as defined

in the HMDA regulation that are not an excluded transaction per the HMDA regulation.

Housing Unit: Includes a house, an apartment, a mobile home, a group of rooms, or a singie room
that is occupied as separate living quarters.

Limited-Scope Review: A limited scope review is accomplished when examiners do not complete
all applicable interagency examination procedures for an assessment area.
Performance under applicable tests is often analyzed using oniy quantitative factors (e.g.,
geographic distribution, borrower profile, total number and dollar amount of investments, and
branch distribution).

Lorv-Income: Individual income that is less than 50 percent of the area median income, or a
median family income that is less than 50 percent in the case of a geography.

Market Share: The number of loans originated and purchased by the institution as a percentage of
the aggregate number of loans originated and purchased by all reporting lenders in the metropolitan
area./assessment area.

Median Income: The median income divides the income distribution into two equal par1s, one
having incomes above the median and other having incomes below the median.

Metropolitan Division (MD): A county or group of counties within a CBSA that contain(s) an
urbanized area with a population of at least 2.5 million. A MD is one or more main/secondary
counties representing an employment center or centers, plus adjacent counties associated with the
main/secondary county or counties through commuting ties.
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Metropolitan Statistical Area (MSA): CBSA associated with at least one urbanized area having a
population of at least 50,000. The MSA comprises the central county or counties or equivalent
entities containing the core, plus adjacent outlying counties having a high degree of social and
economic integration with the central county or counties as measured through commuting.

Middle-Income: Individual income that is at ieast 80 percent and less than 120 percent of the area
median income, or a median family income that is at least 80 and less than 120 percent in the case
ofa geography.

Moderate-Income: Individual income that is at least 50 percent and less than 80 percent of the
area median income, or a median family income that is at least 50 and less than 80 percent in the
case ofa geography.

Multi-family: Refers to a residential structtre that contains five or more units.

Nonmetropolitan Area (also known as non-MSA): A1l areas outside of metropolitan areas. The
definition of nonmetropolitan area is not consistent with the definition of rural areas. Urban and
rural classifications cut across the other hierarchies. For example, there is generally urban and rural
territory within metropolitan and nonmetropolitan areas.

Owner-Occupied Units: Includes units occupied by the owner or co-owner, even if the unit has
not been fully paid for or is mortgaged.

Rated Area: A rated area is a state or multistate metropolitan area. For an institution with
domestic branches in only one state, the institution's CRA rating would be the state rating. If an
instifution maintains domestic branches in more than one state, the institution will receive a rating
for each state in which those branches are located. If an institution maintains domestic branches in
two or more states within a multistate mehopolitan area, the institution will receive a rating for the
multistate metropolitan area.

Rural Area: Teritories, populations, and housing units that are not classified as urban.

Small Business Loan: A loan included in "loans to small businesses" as defined in the
Consolidated Report of Condition and Income (Call Report). These loans have original amounts of
$1 million or less and are either secured by nonfarm nonresidential properties or are classified as
commercial and indushial loans.

Small Farm Loan: A loan included in "loans to small farms" as defined in the instructions for
preparation of the Consolidated Report of Condition and Income (Call Report). These loans have
original amounts of $500,000 or less and are either secured by farmland, including farm residential
and other improvements, or are classified as loans to finance agricultural production and other loans
to farmers.

Upper-Income: Individual income that is 120 percent or more of the area median income, or a
median family income that is 120 percent or more in the case of a geography.
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Urban Area: All territories, populations, and housing units in urbanized areas and in places of
2,500 or morr persons outside urbanized areas. More specifically, "urban" consists of territory,
persons, and housing units in places of 2,500 or more persons incorporated as cities, villages,
boroughs (except in Alaska and New YorD, and towns (except in the New England states, New
York, and Wisconsin).

"LJrban" excludes the rural portions of "extended cities"; census designated place of 2,500 or more
persons; and other territory, incorporated or unincorporated, including in urbanized areas.
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