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GENERAL INFORMATION

The Community Rei nvestnent Act (CRA) requires each federal
financial supervisory agency to use its authority when

exam ning financial institutions subject to its supervision,
to assess the institution's record of neeting the credit
needs of its entire comunity, including | ow and noderat e-
I nconme nei ghbor hoods, consistent wth safe and sound
operation of the institution. Upon concl usi on of such
exam nation, the agency nust prepare a witten eval uation of
the institution's record of neeting the credit needs of its
communi ty.

Thi s docunent is an eval uation of the Community Rei nvest nent
Act (CRA) performance of The First National Bank of Medicine
Lodge prepared by The O fice of the Conptroller of the
Currency, the institution's supervisory agency, as of Mrch
13, 1997. The agency rates the CRA performance of an
institution consistent with the provisions set forth in
Appendi x Ato 12 CFR Part 25.

I NSTITUTION S CRA RATING This institution is rated
Satisfactory.

The bank’s | oan-to-deposit ratio is satisfactory. The bank | ends
to borrowers of different inconme |evels and busi nesses of
different sizes. The bank nakes a mgjority of its loans within
its assessnent area.



The follow ng table indicates the performance | evel
Bank of Medicine Lodge with respect to each of the five

Nat i onal

performance criteria.
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Compl ai nt's

No conpl aints were received since
the prior exam nation.

The First






DESCRI PTI ON OF | NSTI TUTI ON

The First National Bank of Medicine Lodge, a $56 mllion
financial institution, is one of 16 banks headquartered w thin
t his bank’ s assessnent

Portfolio Composition area. The bank has its
As of December 31, 1996 mal n Off| ce a_nd_ one
[] Agriculre branch in Medicine
B otherrE Lodge and one branch in
B consimer | sabel . First Medicine
5 ?“‘;“:“:‘LE Lodge Bancshares, |nc.
B ot owns 100% of The First

Nat i onal Bank of
Medi ci ne Lodge’ s common
stock. First Nationa
Bank is a full service
bank and offers a
variety of |oan products wth an enphasis on agriculture. As of
Decenber 31, 1996, agricultural |oans total 48% of gross | oans.
Consuner | oans represent 15% of the |loan portfolio. Comercial
and commercial real estate |oans total 10% and 18% respectively.
Residential real estate total 8% and other | oans make up the
remai ni ng 1%

The bank’s financial condition, size, |local econom c conditions,
and other factors allowit to assist in neeting the credit needs
of its assessnent area. The bank has not opened or closed any
branches since the previous examnation. At the |ast Comunity
Rei nvest nent Act exam nation dated June 30, 1994, The First

Nati onal Bank of Medicine Lodge received a satisfactory rating.

DESCRI PTI ON OF THE BANK' S ASSESSMVENT AREA.

The assessnent area includes all or parts of Barber, Conmanche,
Harper, Kingman, and Pratt counties. The assessnent area

i ncl udes bl ock nunbering areas 9681 and 9682 in Barber county;
9676 i n Comanche county; 9916, 9917, and 9918 in Harper county;
9911 and 9913 in Kingman county; and 9686, 9687, and 9688 in
Pratt county. The bank excl udes bl ock nunbering area 9912, which
i ncludes the city of Kingman, because two | ocal financial
institutions satisfy the coomunity’s credit need. Al eleven

bl ock nunbering areas in the assessnent area are m ddl e-i ncone
areas. The bank’s assessnent area neets the requirenents of the
regul ati on and does not arbitrarily exclude any | ow or noderate-
i ncone areas.



The bank’s assessnent area is |ocated in south-central Kansas and
has a total popul ation of nearly 30,000. Medicine Lodge is

| ocated about 70 mles southwest of Wchita. The |ocal econony
is domnated by agriculture with reliance on wheat and cattle
production. Several area banks provi de noderate conpetition

O all households in the assessnent area, 18%are | owincone, 20%
are noderate-incone, 23%are mddl e-i nconme, and 39% are upper -

i ncone. The Kansas statew de nonnetropolitan nedian famly
income is $34,300 for

1996.

CONCLUSI ONS W TH RESPECT
TO PERFORMANCE CRI TERI A:

Loan-to- Deposit Analysis

The bank’s | oan-t o-deposit

ratio is satisfactory

conpared to other bank’s

in the assessnent area.

During the |ast eight

gquarters endi ng Sept enber

30, 1996, the bank’s

aver age | oan-to-deposit

ratiois 60% This is

conparable to the average | oan-to-deposit ratio of 53%for the
ot her 15 banks headquartered within the assessnent area. The
bank’ s average | oan-to-deposit ratio is also conparable to the
three agricultural banks in the area of simlar size. These

t hree banks have an average | oan-to-deposit ratio of 55%

Average | oan-to-deposit ratios for other banks in the assessnent
area range from 15%to 85% over the sane eight quarter tine
period. First National Bank has the ninth highest |oan-to-
deposit ratio of the 16 area banks.

First National Bank’s | oan-to-deposit ratio has steadily

i ncreased to 65% as of Septenber 30, 1996. The bank’s ratio

i ncreased every quarter since Septenber 30, 1995, when the | oan-
to-deposit ratio equal ed 55%

Conparison of Credit Extended Inside and Qutside the Assessnent
Area



First National Bank extends a majority of its loans within the
assessnent area. Bank conpiled information shows that the bank
made approxi mately 91%of its loans in 1996 within the assessnent
area. Exam ners reconciled the bank’s cal cul ations back to
appropriate reports.

Lending to Borrowers of Different Inconmes and to Busi nesses of
Different Sizes

The bank nmakes | oans to borrowers of different incomes and

busi nesses of different sizes. W focused on the bank’s primary
line of business: agricultural |ending. Exam ners sanpled twenty
agricultural |oans and determ ned 75% of the borrowers neet the
bank’s definition of a small farm The bank defines a small farm
as one generating gross revenues of $250,000 or |ess.

Distribution of Credit Wthin the Assessnent Area

An analysis of the distribution of credit within the assessnent
area woul d not be neani ngful as the assessnent area is a mddle
i ncone tract.

Compliance with Anti-Di scrimnation Laws and Regul ati ons

W did not identify any substantive violations of the Fair
Lending | aws and regul ations. Qur review did not indicate any
evi dence of apparent disparate treatnent or other illegal credit
practi ces.



