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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
ingtitution's record of meeting the credit needs of its entire community, including low- and
moder ate-income neighbor hoods, 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
Osage Valley Bank, Warsaw, Missouri, prepared by the Federal Deposit Insurance
Corporation, the institution's supervisory agency, as of August 9, 2004. The agency evaluates
performance in assessment area(s), as they are delineated by the ingtitution, rather than
individual branches. This assessment area evaluation may include visits to some, but not
necessarily all, of the institution's branches. The agency rates the CRA performance of an
institution consistent with the provisions set forth in Appendix A to 12 CFRPart 345.



INSTITUTION RATING

INSTITUTION'S CRA RATING: Thisinditution israted Satisfactory.

Osage Vdley Bank’s overal performanceis reasonable in relation to the smal bank performance
criteriaas discussed below.

>

The bank’ s average net loan-to-depost (LTD) ratio, which is akey measure of the bank’s overall
leve of lending, is reasonable given the indtitution’ s asset Sze and the credit needs of the assessment
area(AA). Thebank’snet LTD ratio has averaged 58 percent since September 30, 1998. This
ratio is aso reasonable in comparison to the average net LTD ratio of two smilarly-stuated
inditutionslocated in the bank’s AA.

All of the loans reviewed by regulatory personnd were originated within the AA, illustrating the
bank’ s commitment to meeting the credit needs of the AA. Examiners reviewed residentid red
estate loans, the bank’ s primary lending product and the focus of the bank’ s lending activity. The
bank’ s performance under this criterionis considered more than reasonable.

Overdl, the bank’ s geographic digtribution of lending reflects a more than reasonable disperson
throughout the AA. The bank’s resdentid real estate lending was evaluated based on 2000 Census
boundaries, which included two moderate-income census tracts (CTs), ten middle-income CTs, and
one upper-income CT.

Given the demographics of the AA, the bank’s overdl loan digribution withinits AA by borrower
income reflects reasonable penetration among individuals of different income levels. The bank’s
resdentia real estate lending percentagesto low- and moderate-income borrowers within the
bank’s AA is reasonable in relation to the percentages of low- and moderate-income families
resding within the bank’s AA, according to 2000 Census data.

The bank’ s investments and services were reviewed and when considered with other activity, were
not sufficient to warrant assigning the bank a rating of “ Outstanding.”

Osage Vdley Bank has not received any CRA-related complaints since the previous CRA
Performance Evauation on September 8, 1998.



DESCRIPTION OF INSTITUTION

Osage Valey Bank is afinancid inditution with $89,516,000 in total assets, as of March 31, 2004.
Exchange Nationa Bancshares, Inc., Jefferson City, Missouri, controls the bank viaits 100 percent
ownership of Mid-Central Bancorp, Inc., Warsaw, Missouri, which owns 100 percent of Osage Vdley
Bank. Affiliate banksinclude Exchange Nationa Bank, Jefferson City, Missouri, and Citizens Union
State Bank and Trugt, Clinton, Missouri.

Osage Valey Bank’ s main office and branch are located in Warsaw, Missouri. The main office offers
full lending and deposit services, while the branch office offers drive-up banking and afull service
automated tdler machine (ATM). The bank offers cashrdigpenang ATMs at Casey’s Generd Store,
Newman’s Country Store, Temp Stop, Wal-Mart Super Center, and R-Corner Convenience Store.
The R-Corner ATM wasingdled in 2003, and islocated in amoderate-income CT. All other ATMs
aein middie-income CTs.

Osage Vdley Bank offers various types of credit, including agricultura, commercid, consumer, and
resdentid redl estate loans. Asof March 31, 2004, the bank’ s Report of Condition reflected net loans
of $44,723,000 and total deposits of $73,613,000, resultingin anet LTD ratio of 61 percent. Table 1
on the following page depicts the bank’ s loan mix and shows a sirong residential real estate lending
focus. Resdentid red edtate loans (including first and second lien closed-end loans secured by 14
family resdentia properties) represent 72 percent of the loan portfolio. Commercid loans (induding
loans secured by nonfarm nonresidentia properties and commercia and industria |oans) account for 20
percent of the portfolio. The remaining 8 percent of the portfolio includes consumer, congtruction, and
agriculturd loans. These percentages are based on the dollar volume of the outstanding portfolio as of
March 31, 2004. Sinceresdentiad red estate loans make up the bulk of the loan portfolio and isthe
focus of the bank’ s lending efforts, examination personnd concentrated on this product for evauation
puUrposes.



Table 1— Loan Distribution
Loan Type Dollar Amount (000s) Percent of Total Loans (%)

Construction and Land Development $1,371 3%
Secured by Farmland $140 (lessthan 1%)
1-4 Family Residential $32,583 2%
Commercidl $4,704 11%

Total Real Estate L oans $38,798 86%
Agricultura $197 (less than 1%)
Commercial and Industrial $4,200 %
Consumer $2,100 5%
Less: Unearned Income $97 (less than 1%)

Total Loans $45,198 100%

Source: Report of Condition (03/31/04)

Asde from gatutory lending limits, the inditution is not subject to any financid or legd impediments that
would redtrict its ability to meet the credit needs of its AA. Osage Valey Bank offers credit and deposit
services that are congstent with its Sze and resources.

A review of FDIC records and the bank’s CRA Public File did not reved any complaints relating to the
bank’s CRA performance since the previous CRA Performance Evauation. Osage Valey Bank
received a CRA rating of “Outstanding” at the September 8, 1998, CRA Performance Evauation



DESCRIPTION OF THE ASSESSMENT AREA (AA)

The Community Reinvestment Act of 1977, as amended, requires banks to identify one or more AAs within which
itsregulatory agency will evaluate the bank’ s performance. The area(s) defined by the bank must include its
main office, branches, and other deposit-taking remote service facilities, as well as the surrounding geographies
in which the bank has originated or purchased a substantial portion of itsloans. The AA must always consist of
one or more whole geographies. These geographies areidentified as censustracts (CTs). These CTs represent
statistical subdivisions of a county.

How Median Family Income IsUsed Throughout ThisAnalyss:

The 2000 Median Family Income (MFI) for non-metropolitan areas in Missouri was $37,400. Thisincomefigureis
used to determine the income level, based on the 2000 Census, for those geographies | ocated outside of
metropolitan areas in Missouri. Based on estimates by the Department of Housing and Urban Devel opment
(HUD), the 2003 and 2004 adjusted MFI figures for non-metropolitan areas in Missouri are $43,000, and $44,400,
respectively. These adjusted MFI figures will be used to determine the income level of the borrowersin
conjunction with Criterion 4 (Borrower Profile Analysis).

Definition of Income Groups:

Low-income - L ess than 50 percent of the MFI for non-metropolitan areas in Missouri.
Moderate-income - 50 percent to less than 80 percent of the MFI for non-metropolitan areasin Missouri.
Middle-income - 80 percent to less than 120 percent of the MFI for non-metropolitan areas in Missouri.
Upper-income - 120 percent or higher of the MFI for non-metropolitan areasin Missouri.

Osage Valey Bank’ s designated AA has expanded since the previous evauationwhen the AA
conssted of the southern portion of Benton County. The AA now includes dl of Benton County, the
southern portion of Pettis County, and the eastern and southern portion of Henry County, al in
Missouri. This contiguous AA conggis of two moderate-income CTs, ten middle-income CTs, and one
upper-income CT based on 2000 Census data. The two moderate-income CTs are located in
southeastern Benton County. The bank’ s two offices are located in middle-income CT 9603 in Benton
County. The two moderate-income CTs are in dose proximity to the CT where the bank’ s offices are
located. The bank’s AA does not arbitrarily exclude any low- or moderate-income CTs and itsAA is
in compliance with the CRA regulation

According to the 2000 Census data, the population of the AA is44,379. Benton County includes the
cities of Warsaw, Cole Camp, and Lincoln with populations of 2,070, 1,028, and 1,026, respectively.
The largest city in the AA is Clinton in Henry County, with apopulation of 9,311. Warsaw's economy
is primarily dependent on tourism from the Truman Lake recrestion area. The top employersin the
Warsaw area are Leason Manufacturing, employing 270; the school digtrict, employing 150; Wa-Mart
Super Center, employing 120; Hilty Quarry, employing 100; and the Corp of Engineers, employing 55.

Many arearesdentstravel to Seddia, Clinton, and the south part of Kansas City for employment. The
unemployment rate for Benton, Pettis, and Henry Counties, as of June 2004, was 5.4 percent, 5.7
percent, and 6.4 percent, respectively. These numbers are dightly higher than Missouri’s average
gtatewide unemployment rate of 5.2 percent for the same time period.



During the eva uation, regulatory personnd interviewed an individua knowledgeable about the generd
economy and credit needs of the bank’s AA. Theindividua contacted categorized the generd
economy in Benton County as improving. This contact Sated that the lending indtitutionsin the AA offer
avaiety of resdentia red edtate, agriculturd, commercid, and consumer loan products that meet the
credit needs of the county. Thisindividua commented that banksin the AA offer specia programsto
help firg-time homebuyers. Further, thisindividud was unaware of any unmet lending or community
development opportunities. This contact specificaly mentioned Osage Vdley Bank as being particularly
hepful in making loans

According to 2000 Census data, the housing stock in the AA totas 24,861 units, with owner-occupied
homes comprising 58 percent, rental units comprising 16 percent, and vacant units comprisng 26
percent. The median home vauein the AA in 2000 was $66,848, and the median age of homes was
29 years, with the median grossrent level a $384 per month.

According to 2000 Census data, the bank’s AA has 18,443 households, of which 12,981 are families.
As shown in Table 2 below, these families are dratified as follows 19 percent are low-income, 20
percent are moderate-income, 24 percent are middle-income, and 37 percent are upper-income. This
drification of AA families by income level will be used to evauate the bank’ s lending to individuas of
different income levels under Criterion 4 (Borrower Profile Analysis).

Table 2 — Assessment Area Stratification of Familiesby Income L evel
Income Number of Per centage of Non-Metro Missouri | ncome Ranges
Category Families Families
2003 2004
Low 2,447 19% Below $21,500 Below $22,200
Moderate 2,581 20% $21,500 - $34,399 $22,200 - $35,519
Middle 3,090 24% $34,400 - $51,599 $35,520 - $53,279
Upper 4,863 3% $51,600 & above $53,280 & above

Source: U.S. Census (2000) and HUD adjusted median family income information

According to 2000 Census data, 12 percent of the familiesinthe AA had income below the poverty
level. “Poverty levd” isan established dollar amount rather than a percentage-based caculation of the
MFI. The 2000 Census derived the number of families living below the poverty level from the 1999
threshold, which was $17,029 for afamily of four. The U.S. Department of Health and Human
Searvices ligs the poverty leve threshold in 2002 for afamily of four as $18,392. Thisfigureis
determined on a nationd basis and is not adjusted regionaly.
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CONCLUSIONSWITH RESPECT TO PERFORMANCE CRITERIA
Criterion 1: Loan-to-Deposit Ratio

Osage Vdley Bank’s average net LTD ratio of 58 percent is reasonable given the inditution’s asset Sze
and the credit needs of the AA. Additiondly, the bank’s average net LTD ratio compares reasonably
to the average net LTD ratios of two “smilaly-Stuated lenders.” When avallable and relevant, the
lending performance of amilarly-stuated lenders serves as an additional method of ng the
adequacy of abank’saverage net LTD ratio. Smilaly- Stuated lenders are defined asfinancid
ingtitutions that are located in or near the AA and are the most comparabl e to the subject bank based
on ass&t Sze, market served, product offerings, and loan portfolio compaosition.

Table 3 below depictsthe average net LTD ratios for Osage Valey Bank and two smilarly-sStuated
lenders which are ligted dphabetically by community. The ratiosin Table 3 were ca culated based on
Reports of Condition for the 23 quarters ending September 30, 1998 through March 31, 2004. The
bank’s net LTD ratio has ranged from alow of 52 percent, as of September 30, 2000, to ahigh of 63
percent, asof June 30, 2002. During this time period, net loans ranged from alow of $22,472,000 on
March 31, 1998, to a high of $45,079,000 on December 31, 2003. Also during thistime period,
deposits have ranged from alow of $41,299 on September 30, 1998, to a high of $74,415,000 on
December 31, 2003.

Table 3 — Data on Similarly Situated I nstitutions

Ingtitution Total Assets (000s)* AverageNet LTD Ratio
Farmers Bank of Lincoln
. . . $70,027 69%
Lincoln, Missouri
Osage Valley Bank
J ey . $89,516 58%
War saw, Missouri
UMB Bank
. . $33,662 38%
Warsaw, Missouri

*Report of Condition (03/31/04)

In addition to these smilarly- Situated indtitutions, the bank’ s strongest competition for loansis from a
branch of First Community Bank, Lees Summit, Missouri. This branch was opened since the previous
CRA Evauation on September 8, 1998. Another source of competition for home loans is internet
lenders, according to management of Osage Valley Bank.



Loan Review Proceduresfor Performance Criteria 2, 3, and 4

Conclusions for Performance Criterion 2 (Assessment Area Concentration), Criterion 3 (Geographic
Distribution Analysis), and Criterion 4 (Borrower Profile Analysis) are primarily based on regulatory
personnel review of samples of residential real estate loans originated by the bank between August 4, 2003,
and August 4, 2004. The analysis focused on residentia real estate loans since they represent a majority
(72 percent) of the bank’s loan portfolio based on dollar volume, as of March 31, 2004. In addition, an
analysis of these loan products will likely provide the most meaningful insight into the bank’s CRA
performance because of the availability of pertinent demographic data. Examples of this demographic data
include the percentages of owner-occupied housing units in the AA by CT and the stratification of families
in the AA based on annual income. The analysis of this loan product was conducted within the context of
the AA’s economy, credit needs, and competition among financial institutions. Consumer, agricultural,
and commercial |oans were not reviewed during this evaluation since they are not specifically emphasized
by the bank’ s business strategy.

For Criterion 3 (Geographic Distribution Anaysis), particular focus was given to the dispersion of the
loans reviewed in relation to the two moderate-income CTs inthe AA. For Criterion 4 (Borrower Profile
Analysis), particular focus was given to lending to low- and moderate-income borrowers in the AA. For
an explanation of how the income designation of a particular CT and of individual borrowers is determined,
refer to the discussions entitled How Median Family Income is Used Throughout This Analysisand
Definition of Income Groups on page 5 of this evauation.

The residential real estate loan sample consisted of 35 loans totaling $2,307,000. This sample was selected
from a universe of 160 residentia real estate loans, totaling $11,251,000, originated between August 4,
2003, and August 4, 2004.

In drawing conclusions under Criteria 3 and 4, the analysis of lending activity based on the number of
loans, rather than on the dollar volume, is emphasized, as this analysis more clearly represents the bank’s
lending efforts. Generally, loans to lower-income individuals are for smaller dollar amounts than loans to
higher-income individuals. Therefore, an analysis using the dollar volume of loans would not provide a
representative picture of the bank’s lending efforts.

Criterion 2: Assessment Area Concentration

Osage Vdley Bank’s overdl performance regarding lending within its AA is consddered more than
reasonable. The bank’ s performance was eva uated through regulatory personnd review of the
resdentid red estate |loan sample previoudy discussed. All 35 loans in the sample were originated
within the AA, illugtrating the bank’ s commitment to meeting the credit needs of the AA.



Criterion 3: Geographic Digtribution Analysis

Overdl, the bank’ s geographic digtribution of resdential real estate lending reflects a more than
reasonable digperson throughout the AA. This conclusion was based on the geographic distribution of
the resdentia red estate loans reviewed that were originated within the bank’s AA.

Table 4 below, illudrates the geographic distribution by CT incomeleve of the bank’ s residentia redl
edtate lending, by both number and dollar volume, for the sampled loans. For comparison, the
digtribution of the AA’s owner-occupied housing units for each CT income level isdso shownin Table
4.

Table4 — Distribution of Residential Real Estate L oans by Census Tract | ncome Category
% of Total Number of Loans Dollar Volume of Loans (000's)
CensusTract Owner-Occupied

Income Category Housing Units # % $ %
Moderate 15% 12 34% $912 40%
Middle 77% 22 63% $1,275 55%
Upper 8% 1 3% $120 5%
Total 100% 35 100% $2,307 100%

Source: Bank records, and U.S. Census (2000)

The bank’ s residentia red estate lending percentage in the moderate-income CTs (34 percent based on
the number of loans, and 40 percent based on dollar volume) substantially exceeds the percentage of
total owner-occupied housing unitsin the moderate-income CTs (15 percent) and is considered more
than reasonable.

Criterion 4. Borrower Profile Analyss

Given the demographics of the AA, the bank’sresidentiad red estate lending reflects reasonable
penetration among individuas of different income leves. The bank’ s lending performance was
evauated through further review of the loans from the resdentid red estate loan sample. Table 5 onthe
following page, reports the distribution of the bank’ s resdential redl estate |oans sampled by borrower
income compared to the distribution of familieswithin the AA.*

1 Theloan distribution is determined by comparing the borrower’ sincome for agiven year to HUD' s adjusted MFI
for that same year for the non-metropolitan areasin Missouri. For example, the baseline for CTs in non-metropolitan
areasin Missouri was $43,000 in 2003. As previously discussed on page 5, percentages of this baseline figure are
then used to determine which income levels are low-, moderate-, middle-, and upper-income. For example, a borrower
with an income of less than $21,500 in 2003 would be considered low-income in the bank’s AA, and a borrower with
an income between $21,500 and $34,399 would be considered moderate-income. The distribution of familiesin the
AA by income level based on 2000 Census datawas outlined in Table 2 and this same information is repeated within
Tableb.



Table5 — Residential L ending to Borrower s of Different Income Levels
Familiesby Bank Lending Data
Borrower Income (% of #
Income Leve of families) # % $ (000s) %
Low 19% 3 % $175 8%
Moderate 20% 6 17% $426 18%
Middle 24% 8 23% $465 20%
Upper 3% 18 51% $1,241 54%
Total 100% 35 100% $2,307 100%

Source: Bank records and U.S. Census (2000)

The bank’ s lending percentage to low-income borrowers (9 percent based on the number of loans) is
ggnificantly less than the percentage of low-income familiesresding in the AA (19 percent), according
to 2000 Census data. However, the level of resdentid red estate lending to low-income borrowers
relaive to the percentage of low-income families resding in the AA is not necessarily expected to be a
one-to-oneratio, as the cogts of buying and maintaining a home are generaly more prohibitive for low-
income borrowers. 1t is aso noted that a member of the local community interviewed by examiners
indicated the average sdlling price of ahomein 2003 in the AA was $65,000. Given this price, alow-
income individuad may have difficulty purchesing ahome. The bank’slending percentage to moderate-
income borrowers based on the number of loans (17 percent) is dightly less than the percentage of
moderate-income families residing in the AA (20 percent), according to 2000 Censusdata. Despite
these lower numbers, the bank’ s lending performance is considered reasonable.

Criterion 5. Responsesto CRA-Related Complaints

Osage Vdley Bank has not received any CRA-relaed complaints since the previous CRA Evauation
on September 8, 1998.

I nvestments and Services

Investments and services were reviewed at this evauation; however, it was determined that the leve of
activity was not sufficient for an “ Outdtanding” rating. The following qudified invesments and sarvices
were noted:

[nvestments

Osage Vdley Bank isactivein its AA and invests in and provides services to its community. The bank
has purchased five bonds totaling $465,000 from the R-9 School Didrict. This school district has two
schools in the moderate-income tracts of Benton County, and one elementary school in the City of
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Warsaw. No other investments are significant or qualify as an investment under CRA regulations.
Services

Two management officias of the bank serve as officers for the Habitat for Humanity in Warsaw. These
two officers have provided their expertise in writing home loan grants to build houses for low-income
familiesin distressed neighborhoods. A senior management officid of the bank also serves on the board
and istreasurer of the Benton County Community Development Corporation. The objective of this
corporation isto provide employment for area residents by starting up businesses.

The bank offers an “Economy Account” to individuals who receive the following benefits by direct
deposit: Socia Security, Supplemental Socid Security Income, government retirement, veteran
digtributions, or Missouri Department of Socia Services. The account isano cost checking account.

Osge Vdley Bank’s ATMs are certified to accept the Missouri QUEST Electronic Benefits Trandfer
card. Thisservice dlowsrecipients of Temporary Aid to Needy Families, who do not have a deposit
relationship with a bank, to access benefits through QUEST certified ATMSs.

Since the previous evauation, the bank ingtalled an ATM at the R-Corner Store, which isin moderate-
income CT 9608.

Compliance with Fair Lending Laws

No violations of the subgstantive provisons of antidiscrimination laws or regulations were identified
during this CRA evduation.
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