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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federal financial supervisory
agency to use its authority when examining financial institutions subject to its
supervision, to assess the institution's record of meeting the credit needs of itsentire
community, including low- and moder ate-income neighborhoods, consistent with safe
and sound operation of the institution. Upon conclusion of such examination, the
agency must prepare a written evaluation of the institution's record of meeting the
credit needs of its community.

This document is an evaluation of the Community Reinvestment Act (CRA) performance
of Security State Bank, N.A. prepared by Office of the Comptroller of the Currencythe
institution's supervisory agency, as of May 10, 1999. The agency ratesthe CRA
performance of an institution consistent with the provisions set forth in Appendix A to
12 CFR Part 25.

INSTITUTION'SCRA RATING: Thisinditutionisrated Satisfactory.

< Thebank’saverage loanto-depogt ratio of 57.01% is reasonable when
compared to the ratios of other area banks.

< A mgority of the bank’ sloans are extended within its assessment area.
< Credit ativity isreasonably digributed to borrowers of different incomeleves

< Geogragphic digribution of loans reflects a reasonable penetration throughout the
asEsIMent area



The following table indicates the performance level of Security State Bank, N.A. with
respect to each of the five performance criteria.
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DESCRIPTION OF INSTITUTION:

Security State Bank, N.A. of Ore City isa$41 million bank. Thebank’smain officeislocated & 220
Eag Man, Ore City, Texas. The bank maintains branch fadlitiesa 1760 U. S, Highway 259 South,
Diang, Texas The bank dso hasfour Automated Tdler Machines (ATM’s) located at the main office,
the branch location, agrocery store across from the main office and & a convenience Sore next to the
branch. Theinditution is consumer retall oriented and offers full service banking. Loan products
offered indude agriculturd loans red estate loans, consumer loans and commerdid loans Outstanding
loans on March 31, 1999 totdled $17.8 million and represented 56% of net deposits. Theloan
portfalio is digributed asfollows. 45% red edae 39% consumer; 14% commerdid; and 2% other.
Thereareno legd impediments or other factors which inhibit the bank’ s ahility to meet the needs of the
community. The previous Community Renvesment Act Examination was conducted in March of 1998
a which time the bank was assgned a satisfactory rating.

DESCRIPTION OF ASSESSMENT AREA:

The Board has desgnated the bank’ s assessment areato indude aressin the Longview/Marshdl
Metropolitan Statisticd Area(MSA) and three block numbering areas (BNA's) in Marion County.
The assesament area desgnation is based on the location of the main office and the Dianabranch. The
areaincudes censustract 101.00 in Gregg County, censustract 202.98 in Harrison County, and
censustracts 9501 and 9507.98 in Upshur County dl located in the Longvien/Marshdl MSA. The
assessment areafurther indudesthe BNA' s of 9502, 9503, and 9504 in Marion County. The area
contains the communities of Ore City, Diana, Harleton, East Mountain, and Judson. The assessment
area contains two moderate income areas, four middle income areas and one upper income area. The
population within this area totals 26,586 persons according to the 1990 Census Bureau data
Approximatdy 25.27% of the families are low income, 17.32% of the families are moderate income,
20.08% are middle income and 37.33% are upper income. The assessment areamedtsthe
requirements of the regulaion and does not arbitrarily exdude low or moderate income geographies.
The U. S. Census 1990 median income for the MSA assessment areais $37,600 and for the BNA
asement aeais $32,100. Thelargest employersin the areaare Ore City Independent School
Didrict, Pesbles Lumber, Catfish Village, Grest American Foods, and Newsom's Grocery.

Competition within the bank’ s assessmant areais minima. There are no competing finendd inditutions
in Ore City or Diana. The primary competitors are located immediately adjacent to the assessment
aeain Avinger and Lone Sar, Texas. The secondary competitors are located in Gilmer, Jefferson and
Judson, Texas.



A CRA community contact was medein 1998 by the Federd Deposit Insurance Corporation. The dity
scretary of Ore City wasinterviewed. The dected officid for aquas-governmental agency was not
aware of any opportunities or programs of which areafinandd inditutions could assgt in providing
financing for development purposes: The offidd dso indicated that the banksin the areaare medting
the crediit neads of the community.



CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA:

LoANTO DEPOST RATIO:

Security State Bank’ s loanHto-depodit ratio is reasonable given the bank’ s S ze, financid condiition, and
assessment areacredit needs. The bank’ s average loan-to-depodt ratio was 57.01% since the prior
CRA Examinationin March 1998. The average loan-to-deposit rétio for banksin the surrounding area
for the same time period was 57.94%. Individud loan+to-deposit retios for these banks averaged from
alow of 46.33% to ahigh of 68.67%.

L ENDING IN ASSESSMENT AREA:

The bank exceads sandards for satisfactory performance of lending activity within its assessment area
Wereviewed asample of 38 resdentid loans, 24 business loans, and 25 consumer loans, which
originated snce March 1998 and year-to-date 1999. The sample reflected that gpproximeatey 90% of
the number and 89% of the dollar amount of loans were extended within the bank’ s assessment area
The breskdown by loan category isillugtrated below:

Inside Assessment Area 94.74% 1,223 89.08%
Outside Assessment Area 5.26% 10.92%

S

Inside Assessment Area 95.83% 1,076 91.42%
Outside Assessment Area 4.17% 8.58%

¥ty

Inside Assessment Area 76.00% “ 66.92%
Outside Assessment Area “ 24.00% 33.08%

L ENDING TO BORROWERSOF DIFFERENT INCOME AND TO BUSINESSESOF DIFFERENT SIZES:




Thedigribution of loans within the assessment area reflects areasonable penetration among individuas
of different income levds and busness of different 9zes We performed an andlysis based on asample
of consumer, resdentid, and business |oans originated within the bank’ s assessment areasnce March
1998. Thedigribution of loans within each income categary generdly goproximeates the income
characteridics of the assessment areal s population. The following table details the results of our income
andyss

Lending to Borrowers of Different Income L evels

Moderate
Income
Families

Area

Demographic 25.27% 17.32% 20.08% 37.33%
Characteristics

Lessthan | $100,000- | $500,000-- Over
$100,000 | $500,000 | $1,000,000 | $1,000,000

The didribution of business and agriculture loans reflects a srong penetration among businesses of
different 9zes Based on our sample of business and agriculture loans made within the assessment areg,
91% were made to amd| busnesses or smdl agriculture operaions. Smdl commercid operationsare
defined as operations with revenues of less than $1,000,000 and smdl agriculture operations are
defined as operations with less than $500,000.

Geographic Distribution of L oans:
Our sample of resdentid, consumer, and busness loansreflected the following digtribution:
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Geographic Distribution of L oans

Moderate
Income
Tracts

Area
Demographic 20.73% 62.99% 16.28%
Characteristics

Count 4,829

Loan Types.

Mortgage

Consumer

Commercid

The geographic didribution of 1oans reflects a reasonable digperson throughout the bank’ s assessment
aea The bank’slending activities gpproximeate geogrgphic characterisics within the moderate income
tracts. See Description of the Assessment Area section of this Evduation for detalls

REsPONSE TO COMPLAINTS:

Management has not recaived any written complaints related to CRA performance Sncethe prior CRA
examindion. A Far Lending Examination was paformed in conjunction with this examination. Based
on the samples reviewed, no discriminatory practices were noted. Furthermore, we did not identify any
violaionsinvolving anti-discrimination lavs or regulaions



