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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 its entire
community, including low- and moderate-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 Atoka State Bank prepared by Federal Reserve Bank of Kansas City, the institution’s
supervisory agency, as of September 22,1997.  The agency rates the CRA performance
of an institution consistent with the provisions set forth in Appendix A to 12 CFR Part
228.

INSTITUTION’S CRA RATING:  This institution is rated Satisfactory.

The bank has a satisfactory record of helping to meet the credit needs of its assessment
area, including moderate-income neighborhoods or households, in a manner consistent
with its resources and capabilities.  Although the bank’s loan-to-deposit ratio is lower
than other banks in the surrounding area, it is reasonable given the demographic and
economic conditions in the bank’s assessment area, which indicated a reduced loan
demand.  In addition, a majority of its lending is within the assessment area, and the
distribution of loans among borrowers of different income levels reflects a reasonable
dispersion in the assessment area.
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DESCRIPTION OF INSTITUTION

Atoka State Bank is located in Atoka, Oklahoma, a town with a population of 3,298 in
1990.  Atoka, the county seat of Atoka County, is approximately 130 miles southeast of
Oklahoma City and 40 miles north of the Oklahoma/ Texas border.  The bank’s main
office at 113 South Pennsylvania and branch office at Virginia Avenue and U.S. 69
Highway are readily accessible to the community and surrounding area.  The bank’s
CRA performance was last reviewed by the Federal Deposit Insurance Corporation
(FDIC) on January 8, 1996, when a rating of satisfactory was assigned.  

The bank has the ability to meet the credit needs of its assessment area based on the
bank’s size, financial condition, and resources.  According to the June 30, 1997
Consolidated Reports of Condition and Income (Call Report), the bank’s assets totaled
$90,881M, of which loans constituted $33,121M or 36.4 percent. 

The bank offers a variety of loan products to meet the needs of its assessment area.
The types of credit offered, as noted in the bank’s CRA public file, include consumer,
agricultural, small business, and residential real estate loans.  The bank’s June 30,
1997 Uniform Bank Performance Report (UBPR) reflected the following loan
distribution, as shown in Table 1 below.

TABLE 1
LOAN PORTFOLIO (As of June 30, 1997)

Loan Type Amount ($000) Percent of Total

Individual Loans 10,514 31.5

Commercial Loans 7,775 23.3

Real Estate Loans 7,735 23.2

Agricultural Loans 7,711 23.1

Other 203 0.6

Less: Unearned Income (560) (1.8)

      TOTAL 33,378 100.0

       

DESCRIPTION OF ASSESSMENT AREA

Atoka State Bank’s assessment area is defined as all of Atoka County and is comprised
of one middle-income and three moderate-income Block Numbering Areas (BNAs).
Accordingly, the terms “assessment area” and “Atoka County” will be used
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interchangeably throughout this report.  The bank is located in moderate-income BNA
9877, and is readily accessible to the entire county.  Management selected the
assessment area based on the bank’s  location and competitive position within the
region.  

In 1990 the population of Atoka County was 12,778.  Regional Economic Information
System (REIS) data indicated that from 1990 to 1994, the county population increased
at a faster rate than did the population of statewide rural areas.  Two correctional
facilities with an inmate population of 933 persons, or 7.3 percent of the assessment
area population, are also located in Atoka County and provide substantial employment
opportunities for many of the area’s residents.  Overall, Atoka County is a moderate-
income area with a large low-income population and high poverty rate.  

Although 1990 census data indicated an unemployment rate of 11 percent for the
assessment area, compared to 7.5 percent for rural areas statewide and 6.7 percent for
the state, economic conditions have significantly improved over the past several years.
REIS data for 1990 to 1994 indicates that 265 jobs were added in Atoka County, while
statewide rural areas experienced a reduction of jobs over the same time period.  The
county’s increase in jobs was also paralleled by its 2.3 percent growth in population
during this period.  

The government sector is the dominant employer in the assessment area, followed by
farming, services, retail trade, manufacturing, and transportation/public utilities.  The two
correctional facilities in the county account for a significant portion of the government-
related jobs.  In addition, a nationally recognized furniture manufacturer, as well as a
number of small manufacturers employing between 10 and 40 workers, offer significant
job opportunities for Atoka and the surrounding area.

Two community members were contacted to help determine credit needs and economic
conditions in the area.  One contact is a local business leader involved in city
government; the other is affiliated with Atoka’s Chamber of Commerce.  Both of the
contacts discussed the need for more available housing, specifically in Atoka.  In 1990,
the housing affordability ratio for the assessment area was 45.8 percent, compared to
49.5 percent in the statewide rural areas, and 54.0 percent for the state.  Since a lower
percentage indicates less affordability the assessment area’s housing is not affordable
as in other parts of the state.  Despite the low median housing value for the assessment
area ($30,354), in contrast to statewide rural areas ($36,373) and the entire state
($47,463), the area’s high percentage of low-income households makes housing
relatively difficult for county residents to afford.  In 1990, the county’s 12 percent
housing vacancy rate was low compared to 16.5 percent for statewide rural areas,
further indicating a need for housing.  Median gross rental costs were $230 for the
assessment area in 1990, compared to $291 for statewide rural areas and $340 for the
entire state.  Although rental costs were lower, a higher percentage of households in the
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assessment area (35.8 percent)  paid more than 30 percent of their gross incomes in
rent, compared to 33.7 percent of households statewide. 

Additional assessment area characteristics, based on 1990 census data, are
summarized in Table 2:

TABLE 2 
BANK ASSESSMENT AREA CHARACTERISTICS

TRACT SUMMARY

Total Number of Tracts 4

     Number of Moderate-Income Tracts 3

     Number of Middle-Income Tracts 1

INCOME SUMMARY

Assessment Area Statewide Rural Areas 

Median Family Income $17,877 $24,139

    Percent Below-Poverty Families 27.5 16.4

    Percent Low-Income Families 36.0 22.2

    Percent Moderate-Income Families 16.8 17.2

    Percent Middle-Income Families 19.9 20.0

    Percent Upper-Income Families 27.3 40.6

UNEMPLOYMENT SUMMARY

Labor Force Population (Assessment Area) 4,879

Percent Unemployment (Assessment Area) 11.0

Percent Unemployment (State) 7.5

MISCELLANEOUS INFORMATION

Total Population (Assessment Area) 12,778

    Percentage of Households Below Poverty 34.0

Total Housing Units (Assessment Area) 5,110

    Percentage Owner Occupied Units to Total Units 66.0

    Percentage Rental Units to Total Units 22.0

    Percentage Vacant Units to Total Units 12.0
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Median Housing Value:        Assessment Area  $30,354

                                        Statewide Nonmetropolitan Areas $36,373

                                        State $47,643

CONCLUSIONS WITH RESPECT TO PERFORMANCE CRITERIA

Various criteria were considered to determine the bank’s overall CRA performance
rating.  A review of the bank’s level of lending in relation to its deposits and in
comparison with peer financial institutions, the concentration of loan originations within
the bank’s defined assessment area, and the bank’s level of lending to borrowers of
different income levels was performed.  In addition, an analysis of the distribution of
loans by income level of geography within the bank’s assessment area was conducted.
The bank has not received any complaints regarding its CRA activities or performance
since the last examination.  Therefore, this factor was not included in the analysis.  As
previously noted, two community contacts were interviewed to gather additional
information about the assessment area’s credit needs and to confirm that the products
and services offered by the bank adequately meet those needs.  

An evaluation of the geographic distribution of loans sampled by the income level of the
BNA revealed an excellent dispersion.  Three of the assessment area’s four BNAs are
moderate-income geographies and the other is a middle-income geography.  There
were no low-income geographies in the assessment area.  Of the sampled loans in the
assessment area, 100 percent of the residential real estate, 95 percent of the consumer,
and 95 percent of the small business loans were made in the moderate-income BNAs,
and the remainder were made in the middle-income BNA.  According to bank
management, there are a large number of agricultural borrowers in the middle-income
tract who are served by two other competitor banks located in the same tract.
Accordingly, the bank’s performance under this criteria reflects an excellent dispersion
among the moderate income geographies. Table 3 below reflects the geographic
distribution of loans.  

TABLE 3
PERCENTAGE OF LOANS REVIEWED 

BY INCOME LEVEL OF BLOCK NUMBERING AREA

Income Level of 
Block Numbering Area

 Percent of
Business

Loans
Reviewed

Percent of 
Consumer

Loans
Reviewed

Percent of
Real Estate

Loans
Reviewed

Percent of
Assessment

Area
Population 
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Moderate (50 to 80 percent
of median income)  95  95  100 75

Middle (80 to 120 percent of
median income)  5  5 0 25

     Total 100 100 100 100

Based on the sample of loans reviewed for the CRA evaluation, a majority of the bank’s
lending occurs within its assessment area and is satisfactory.  Of the 102 loans
reviewed, 77 loans or 75 percent were located inside the bank’s assessment area.
Table 4 below illustrates, by general product type, the percentage of loans in the sample
located within the bank’s assessment area.  In addition, the review revealed that 80.2
percent of the dollar volume of loans were originated inside the assessment area. 

TABLE 4
LOANS WITHIN THE BANK’S ASSESSMENT AREA

Loan Type Percentage

Consumer 79

Small Business 74

Residential Real Estate 70

Total Loans Reviewed 75

The distribution of consumer and residential real estate loans among individuals of
different income levels and loans to businesses of different sizes is reasonable given
the demographics of the assessment area.  Of the 38 consumer loans made within the
assessment area, 50 percent were to low-income borrowers; 11 percent were to
moderate-income borrowers; 10 percent were to middle-income borrowers; and 29
percent were to upper-income borrowers.  For the 19 residential real estate loans in the
assessment area, 16 percent were to low-income borrowers; 31 percent were to
moderate-income borrowers; 21 percent were to middle-income borrowers; and 32
percent were to upper-income borrowers.  The consumer and residential real estate
loans reflect good penetration among low- and moderate-income borrowers.  In
summary, 61 percent of the bank’s consumer loans and 48 percent of the residential
real estate loans were made to low- and moderate-income borrowers, comparing
favorably to the 53 percent of assessment area families who are low- and moderate-
income borrowers.  Table 5 summarizes the bank’s loan activity by borrower income
level.  
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TABLE 5 
PERCENTAGE OF LOANS REVIEWED 

BY DIFFERENT INCOME LEVELS IN THE ASSESSMENT AREA

       Area Median Family Income                                $17,877

Income Level of
Borrower

Percent of Consumer
Loans Reviewed

Percent of Residential
Real Estate Loans

Reviewed

Percent of Families
in  Assessment 

Area

Low (<50 percent of
median) 50 16 36.0

Moderate (50 to 80
percent of median) 11 31 16.8

Middle (80 to 120
percent of median) 10 21 19.9

Upper (>120 percent
of median) 29 32 27.3

     Total 100 100 100

The sample included 20 business loans in the assessment area, of which 19 loans or
95 percent were to small businesses, defined as a business with gross annual revenues
of less than $1MM.  Of the 20  business loans 18 loans were in amounts less than
$100M, one was between $100M and $250M, and one was between $250M and $1MM.
This reflects a reasonable distribution, as most of Atoka County’s  businesses are
comprised of small retail, service, and manufacturing enterprises employing between
two and 40 persons.  All credit decisions were based on business revenue.    

The bank’s loan-to-deposit ratio is satisfactory, although it is lower than other area peer
banks and its national peer group.  However, a number of factors negatively impact loan
demand in the bank’s assessment area and contribute to lower loan-to-deposit ratio.
The bank’s average loan-to-deposit ratio for the previous six quarters, from March 31,
1996 to June 30, 1997, was 42 percent.  A bank’s loan-to-deposit ratio is calculated by
dividing net loans by total deposits.  Analysis of four area banks of similar size revealed
loan-to-deposit ratios for the same time period ranging from 48 to 74 percent, with an
average of 59 percent, while the average ratio for the bank’s national peer group was
63 percent.  The bank’s national peer group consists of all insured commercial banks
having assets between $50MM and $100MM with two or more offices, and located in
a nonmetropolitan area.  
 
The lower loan-to-deposit ratio for Atoka State Bank can be attributed to the
demographics and economic conditions within the assessment area.  Over 53 percent
of the households in the assessment area are low- or moderate-income households,
with 36.6 percent of the households classified as low-income and 34 percent falling
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below the poverty level.   The assessment area poverty level far exceeds that of the
nonmetropolitan state area (21.7 percent) and the overall state area (17 percent).  In
addition, the assessment area median family income of $17,877 is significantly less than
the $24,139 median family income of the nonmetropolitan state area.  The low median
family income, combined with a much higher poverty rate, indicates that a smaller
percentage of the assessment area’s households may be able to afford loan than in the
typical rural county in the state.  The number of potential  borrowers in the assessment
area is further reduced by the 933 inmates, or 7.3 percent of the county’s population,
institutionalized in Atoka County’s two correctional facilities.  These economic and
population characteristics suggest that there may be somewhat limited financial
institution lending opportunity within the assessment area.

The bank has demonstrated a willingness to serve its assessment area by making all
possible loans, while simultaneously addressing risk issues that affect the bank’s safety
and soundness.  Neither the community contacts nor available data suggest that the
bank is unwilling or not attempting to meet the commercial, agricultural, real estate or
consumer credit needs in Atoka.  Overall, the bank’s loan-to-deposit ratio is considered
to be reasonable within the context of Atoka’s local economy and demographics, which
limit credit demand in the assessment area.

The bank is in compliance with the substantive provisions of consumer laws and
regulations.  A review of bank policies, credit applications, and loans revealed no
prohibited practices designed to discourage applicants.  Moreover, management has
provided training to staff members in order to prevent violations of the antidiscrimination
laws and regulations.      


