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FIRST FEDERAL BANK OF KANSAS CITY
COMMUNITY REINVESTMENT ACT (CRA)
STRATEGIC PLAN
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I. INTRODUCTION

First Federal Bank of Kansas City (FFBKC) is a Missouri state-chartered financial institution established in
1934. The Bank is a full-service financial institution headquartered in Lee’s Summit, Missouri, offering
consumer and retail banking services with emphasis on residential mortgage lending, both locally and on
a nationwide basis. FFBKC operates ten (10) full-service branch locations, all located in the Kansas City
Missouri-Kansas Metropolitan Statistical Area; four (4} located in Kansas, and six (6) located in Missouri,
In addition to the 10 branch locations, FFBKC has administrative offices in Leawood, Kansas.

FFBKC offers traditional loan products including residential mortgages, single-family construction, and
consumer loans. Agricultural loans are not offered. The Bank’s primary focus is single-family residential
loans, followed by consumer loans. Mortgage products are offered locally and nationwide, the majority
of which are sold on the secondary market. The Bank offers loans for home purchase and refinance,
fixed and adjustable conventional mortgage loans; construction-to-permanent, build-job, and
speculative construction loans; and purchase and refinance government-guaranteed loans through the
Veterans Administration (VA)}, Federal Home Loan Mortgage Corporation (FHLMC}, Federal National
Mortgage Association (FNMA) Government National Mortgage Association (GNMA), Federal Housing
Administration (FHA), and U.S. Department of Agriculture (USDA).

FFBKC consumer loan products include unsecured personal loans offered nationwide through an online
originator and servicer, home-equity lines of credit {HELOC) loans originated in-house nationwide, and
vehicle loans including automobiles, motorcycles, trailers, ATVs, RVs, and boats originated in-house in
the Kansas City MO-KS MSA,

The Bank provides a variety of deposit services including checking, savings, money market deposit
accounts, certificates of deposit, and Individual Retirement Accounts. Additional banking services
include internet and mobile banking, electronic bill pay, debit/credit cards, remote deposit capture,
bank-owned automated telier machines (ATMs} at the bank’s 6 Missouri branch locations, and 13 non-
proprietary/branded ATMs in convenience stores {6 in Kansas and 7 in Missouri). The Bank also has
partnered with financial technology companies (commonly known as "fintech”) to offer a suite of
banking products and services to consumers.

FFBKC is regulated at the Federal level by the Federal Deposit insurance Corporation {FDIC) in the Kansas
City region and regulated at the state level by the Missouri Bivision of Finance {DOF). As a federally
insured depository institution, FFBKC is subject to the Community Reinvestment Act (CRA) which
requires banks to help meet the credit needs of the assessment area, including low-to-moderate income
(LMI) neighborhoods. Due to the Bank’s nationwide home loans and deposits business model, the Bank
has elected to be evaluated under the Strategic Plan option as provided in 12 C.F.R. § 345.27. This CRA
Strategic Plan has been prepared for the 2023-2024 plan year. The CRA Strategic Plan will begin on
March 1st, 2023, and end on February 28, 2025, unless a request for an extension is submitted to, and
approved by, the FDIC. The Bank is requesting approval of this CRA Strategic Plan by the Federal
Deposit Insurance Corporation (FDIC).



A. Financial Information

As of September 30, 2021, in the Reports of Condition and Income {Call Report), FFBKC reported total
assets of $782 million; total loans of $561 million; total deposits of $603 million; and total securities of
$103 million. The largest categories of loans by dollar volume include 1-4 1% and 2™ lien residential
loans {78%}, construction 1-4 residential loans (10%), and consumer loans (12%).

As of September 30, 2022, in the Reports of Condition and Income (Call Report), FFBKC reported total
assets of $912 million; tota! loans of $731 million; total deposits of $617 million; and total securities of
$96 million. The largest categories of loans by dollar volume include 1-4 1%t and 2" lien residential loans
(69%)}, construction 1-4 residential loans (12%), and consumer loans (20%).

As of the most recent Federal exam, performed by the Office of the Comptroller of the Currency
{December 2021), the Bank was and continues to be well capitalized.

B. Bank Business Model

Home Loans

FFBKC offers mortgages for home purchase and refinance, and home equity line of credit loans in all 50
states. Loan types include Conventional, VA, FHA, and USDA loans. Most mortgage loans are made
outside of the Bank’s physical footprint. The Bank utitizes in-house technology, existing relationships,
and several lead generation outlets from which to source qualified mortgage applicants. The Bank
provides an exceptional service experience from start to finish during the loan process.

Construction 1-4 Residential Loans

FFBKC offers speculative and build construction loans to builders, and construction-to-permanent loans
to consumers. Construction loans are made primarily within the Kansas City MSA (Missouri and Kansas).

Consumer Loans

FFBKC offers traditional consumer loans, HELOC, auto, and unsecured personal loans, HELOC foans are
made in all 50 states, with 45% to 50% of the HELOC loans originated within the Bank’s assessment area.
Auto loans to purchase vehicles are originated within the Kansas City MSA but are available in Missouri
and Kansas. Auto loans and unsecured personal loans are originated by the Bank through a nationwide
Bank-as-a-Service (BaaS) partnership, with the majority of the refinance auto and unsecured personal
loans made outside of the Bank’s assessment area.

Deposits

FFBKC offers a full range of deposit products to consumers, primarily within the Kansas City MSA but
available in Missouri and Kansas. Product types include non-interest bearing and interest-bearing
checking accounts to consumers and to smaller businesses {generally, sole proprietorships and LLCs) and
not-for-profit organizations. Other account types include savings accounts, certificates of deposit,
money market accounts and IRAs, again primarily within the Bank’s market area. Deposit acquisition is
currently through two channels: through its 10 retail branches in the Kansas City MSA, and through its
digita! banking channel in a broader area.



C. Bank Strategic Direction

FFBKC concentrates on providing financial services including home loans, construction loans, consumer
loans, and deposit products that improve consumers’ and our customers’ financial wellbeing. The Bank
is focused on providing products and services to its customers and the community “when, where and
how the consumer/customer chooses” and with an exceptional experience. Product acquisition and
delivery is through the traditional retail banking center channel, digital channels, including online and
mobile, and by partnering with fintech companies to expand products, services, customer
demographics, and market area.

The Bank’s Vision Statement is “prosperity and a home for all.” The Bank plans to continue increasing
the origination of mortgage and consumer loans, both locally and nationwide, through new and existing
relationships and by using emerging technology platforms. Also, strategically partnering with fintech
companies to expand the Bank’s loan products and geographic footprint and reach individuals and
communities nationwide and locally that may be underserved.

FFBKC is committed to providing a full range of low-cost banking deposit products and services for all
consumer income levels, including low-to-moderate income communities. Local communities are served
by the Bank’s retail branches and by using innovation and technology to provide better customer service
and account access, lower cost products, and exceptional customer experience. The Bank offers secure,
effective, and efficient payment processing options including check processing, ACH, debit/ATM/POS
cards, wire transfer, remote deposit capture, and personal and small business online/mobile banking,

As an engaged corporate citizen with deep and longstanding historical ties to the community, the Bank
is committed to helping the people and communities served “build a better financial future.” (this is the
Bank’s Mission Statement}. The Bank’s culture strongly encourages and promotes employee
volunteerism and service with community support and development organizations, charities, and other
groups. These activities are designed to provide leadership and support, to identify unmet credit and
banking needs in the community, and to help develop products that are safe and sound for the Bank.
Additionally, the Bank provides monetary support, when possible, by setting aside a portion of pre-tax
profits for donation and sponsorship.

The organizations and community partners supported by the Bank fall generally, but not exclusively, into
these categories:
s Community and economic development
¢ Education and youth activities
Arts and culture
Health and human services

The Banlk provides online and in-person resources that focus on these key areas:
e Homebuyer education workshops
* Financial literacy workshops — including credit, budgeting, debt reduction, savings
* Promotion of low-cost checking and saving products
* Mortgage education

The Bank has and will work to ensure these opportunities are available in English and Spanish.



D. Historical CRA Performance

The Bank’s Community Reinvestment Act program is governed by a CRA Committee whose primary
objective is to ensure the effective implementation of the Bank’s CRA Plan by holding quarterly
meetings to review lending activity, marketing strategies, investments, and cormmunity activities for
compliance with the Plan and reporting on these activities to the Board of Directors.

The CRA Committee is comprised of the following officers: President and Chief Executive Officer, Chief
Risk Officer, Chief Credit Officer, Compliance Officer, Community Development Officer, and Director of
Mortgage Operations.

The Bank was most recently examined in March 2019 by its regulator {OCC) for CRA compliance under
the Intermediate-Small Bank evaluation. This evaluation included a review of the Bank’s development
lending, services, and investment activities. The Bank received an overall Satisfactory rating.



Il. FFBKC STRATEGIC PLAN DEVELOPMENT

The Community Reinvestment Act encourages banks to help meet the credit and banking needs of the
communities in their assessment areas, which include the communities in which they operate deposit-
taking, full-service branches. The CRA regulation allows banks to elect to be assessed under a CRA
Strategic Plan. Assessment under a CRA Strategic Plan allows a bank to design a program that is
appropriate to its own capabilities, business strategies, and organizational framework, as well as to the
communities it serves.

Through this Plan, the Bank is affirming its long-standing commitment to help meet the credit needs of
its communities, including low-to-moderate income persons and areas in its assessment area. Consistent
with this obligation and with safe and sound banking practices, the Bank is committed to a robust CRA
program which includes consumer loans and home mortgages, community development loans and
investments, and community development services activity, to assure its part in enhancing the
communities in the Bank’s self-defined assessment area. The Bank strives to maintain contact with
community leaders, non-profit organizations, and other interested parties to determine critical needs in
the community and assure its CRA program and this Strategic Plan is delivered effectively,

A. CRA Strategic Plan Regulatory Overview

Community Reinvestment Act regulations provide that a financial institution can elect to have its CRA
performance evaluated under the Strategic option. The Strategic Plan enables the institution to tailor its
CRA goals and objectives to address the needs of its community consistent with its business strategy,
operational focus, and capacity and constraints.

The CRA requires a bank formulating a Strategic Plan to establish measurable goals for helping meet the
credit needs of its assessment area covered by the Plan, particularly the needs of low-to-moderate
income geographies and individuals, through lending, investments, and services, This Plan is made
available to the public for comments prior to the Strategic Plan being approved to ensure the needs of
the community are met.

B. Competition

The Bank conducts business in a highly competitive environment among other banks, credit unions, and
non-deposit financial institutions both locally and nationally. Per the FDIC’s June 2022, Deposit Market
Share Report {most recent available), 120 financial institutions exist in the Kansas City Metropolitan
Statistical Area {MSA) operating in 670 offices. As of the June 2022 report, FFBKC ranked 24" with 0.70%
share of the deposit market {see Appendix A).

C. Assessment Area

Regulatory Definition

The CRA requires financial institutions to define the area(s) upon which its CRA performance will be
evaluated. The assessment area(s) for a bank must:
+ Consist of one or more MSAs, or one or more contiguous political subdivisions, such as counties,
cities, or towns, and



» Include geographies in which the financial institution has its primary office, its branches, its
deposit taking ATMs, and the surrounding geographies in which the financial institution has
originated or purchased a substantial portion of its loans on which the financial institution elects
to have its performance assessed.

Requirements of the CRA place the following limitations on the Bank’s defined Assessment Area:
e Must consist of whole geographies
s May not reflect discrimination
May not arbitrarily exclude low-to-moderate income geographies, and
May not extend substantially beyond an MSA boundary or beyond a state boundary unless the
assessment area is in a multistate MSA,

FFBKC Assessment Area Description

FFBKC has designated one assessment area (Kansas City Assessment Area) comprised of six contiguous
counties located entirely within the multistate Kansas City MSA. Those counties include Jackson County,
Clay County, Platte County, and Cass County in Missouri, and Johnson and Wyandotte counties in
Kansas. The Bank’s CRA assessment area is based on several factors, including the Bank’s size, branch
locations, lending expertise, and competition. The delineation of the assessment area complies with the
regulation and will not arbitrarily exclude any low-to-moderate income areas.

Economic and Demographics of Assessment Area

The Bank’s assessment area for 2022 includes all 551 census tracts in the six counties listed above,
which are comprised of the income designations listed below: 56 low-income, 137 moderate-income,
187 middle-income, and 147 upper-income tracts. Tracts not reported were 24,

As a result of the global and national COVID health crisis, the federal government provided businesses
with PPP loans and individuals with federal subsidy payments. Also, the invasion of Ukraine by Russia in
February 2022 caused additional supply chain issues and inflation began to increase. Thus, to stem
inflation the Federal Reserve began to raise interest rates in March 2022. Prior to March 2022 the Fed
Funds Rate was 0.25% to 0.50 %, but since March 2022, the Federal Reserve has raised the rate 5 times,
and as of September 21, 2022, the Fed Funds Rate was 3.0% to 3.25%. The significant and rapid increase
in the Federal Reserve Fed Funds rate has significantly impacted the housing industry, as well as
inflation. Specifically:

* Mortgage Rates Prior to March 2022 — Mortgage rates were historically low in 2020 and 2021
with 1-4 family origination consisting of 58% refinance and purchase 42%. Many investors
purchased lower-priced homes to “flip” or rent, thus reducing the housing inventory available
for purchase for low-to-moderate income borrowers, This housing market also caused “bidding
wars” including in the Kansas City market, which also pushed low-to-moderate income
borrowers out of the purchase market.

¢ Mortgage Rates Post March 2022 — Mortgage rates, for a 30-year fixed rate loan, were 2.9% to
3.1%in 2021, and by October 2022 FHA mortgage rates were at 6.625%. Again, housing became
less affordable for low-to-moderate income borrowers due to the increase in rates and
mortgage payments.

¢ [Inflation — The U.S. Core Inflation Rate was less than 2% prior to 2021; however, in 2021,
inflation began to increase and by February 2022 inflation reached a 40-year high of 6.4% and



continued to increase. As of September 2022, inflation reached a high of 6.5%. Higher inflation
increases the cost of food, energy, shelter, vehicles, and other consumables, and reduces
consumers’ discretionary spending. Inflation severely affects low-to-moderate income
consumers as more of their income is directed to “living” or “essential” expenses and are thus
unable to afford the cost of rising home prices or to make improvements to their home.

The Federal Reserve Bank of Kansas City noted the following summary of economic activity in the 10"
District {Beige Book September 2022):

Households are beginning to report difficulty in meeting regular expenses, and delinguencies on
utility payments are picking up slightly. Consumer delinquencies on credit cards and mortgages
remained subdued.

Prices in the district rose broadly at a robust pace. More households express difficulty in
meeting regular expenses.

There is an increased prevalence of property investors in both rural and metro rental markets
contributing to increasing rental rates,

Housing affordability challenges for renters and owners grew moderately, particularly for low-
to-moderate income {LMI) households. Although purchase prices of single-family homes
moderated, rising interest rates have pushed many prospective LMI buyers out of the market.
Eviction cases increased in recent months,

Loan demand weakened modestly in the past month as rising rates and heightened economic
uncertainty adversely affected borrower demand. Bankers raised concerns regarding rising
inflation and the prospect of a recession.

Table 1: Demographic Information of the Assessment Area

Demographic Characteristics Total Low Mederate Middle Upper R eglg:t ed
Geographies 551 10.2% 24.9% 33.9% 26.7% 4.4%
Population by Geagraphy 1,964,189 7.34% 24.1% 36.77% 31.10% 0.7%
Housing Units by Geography 822,202 8.2% 25.7% 37.0% 28.2% 0.9%
Owner Occupied Units by Geography 487,606 4.6% 20.2% 39.4% 35.4% 0.4%
Occupied Rental Units by Geography 270,754 12.8% 33.0% 35.1% 17.8% 1.4%
vacant Units by Geography 63,842 16.9% 36.6% 27.1% 17.1% 2.3%
Family Distribution by Income Lavel 482,790 20.2% 17.4% 21.5% 40.9% 0.23.60%
Household Distribution by Income Level 758,360 23.6% 16.3% 18.0% 42 1% 0.0%
Median Family Income $86,562 Median Housing Value $204,916
Families Below Poverty Level 6.9% Median Gross Rent $1,007

Source: 2020 US Census Data



Table 2: Median Family Income Ranges for the Kansas City MSA

Median Family Low <50% Moderate 50% to <80% Middle 80% to <120% Upper >/=120%
Income
2022 597,300 <$48,650 548,650 to <577,848 $77,840 to <5116,760 >/=$116,760
Source FFIEC

Competition

Within the Kansas City Metropolitan Statistical Area (MSA}, FFBKC operates in a highly competitive
environment for home loans, residential construction loans, consumer loans, and deposits. The Bank

competes with large financial institutions including Bank of America, U.S. Bank, BMO Harris Bank, Wells
Fargo, IP Morgan Chase, PNC Bank, and others.

Based on 2021 HMDA aggregate Data, FFBKC was ranked 36th out of 683 mortgage lenders resulting in
0.85% of the mortgage market share within the Bank’s assessment area. FFBKC was ranked 24th out of
120 banks in the Kansas City MSA FDIC Deposit Market Share Report, as of June 30, 2022.



lll. FFBKC CRA STRATEGIC PLAN

The Bank’s CRA Strategic Plan goals were established to contribute to and meet the needs of the
individuals, families, and communities within its assessment area. The Plan was created by taking into
consideration the Bank’s three core strengths and areas of focus: home loans, consumer loans, and
deposits. These three core strengths are incorporated to meet the needs identified above, including:

s Increased access to low-cost products and services, including those residing in low-to-moderate
income areas

e Lending to low-to-moderate income borrowers

e Supporting CDFls with investments through time deposits or community development lending,
either directly or through participations with CDFIs

e Partnering with organizations by providing community services (for example, financial
education, donations, and volunteerism).

The Strategic Plan’s measurable goal areas were established using the Bank’s historical CRA data,
historical home mortgage lending numbers, and business strategies, including growth. The goals were
established by reviewing regulatory guidance as well as reviewing the approved CRA strategic plans of
other financial institutions. The current economic and housing environment discussed elsewhere in this
Plan was heavily considered in the establishment of the Bank’s goals.

A. Length and Term

FFBKC's CRA Strategic Plan will encompass two (2} years beginning on March 1%, 2023, lasting through
February 28™, 2025. The Bank submitted this Plan approval to the FDIC on March 13, 2023, to be
effective as of March 01, 2023.

B. Perfoermance Criteria

The Bank’s measurable goals were established at levels that should be achievable in the short term and
sustainable in the long term, depending on the relevant economic conditions at that time, and based
upon safe and sound banking practices. The Bank believes the measurable goals compare favorably with
other similarly situated financial institution goals that were reviewed during the development of this
Plan. The goals were segmented into two main categories: Lending, and Community Development,

Currently, FFBKC primarily provides consumer lending {mortgage and consumer} and deposit products.
In 2023, management plans to establish a small business loan program, thus expanding into a new
product and market segment for the Bank. Small business loans will be originated in the Missouri-Kansas
Metropolitan Statistical Area. Management plans to roll the loan program out slowly in 2023 and 2024,
thus it is not considered in this Plan.

Election of Alternative Performance Evaluation

In the past, the Bank was examined under the performance tests and standards of an Intermediate-
Small Bank. This is the Bank’s first Strategic Plan. Should the Bank miss the measurable goals outlined in
the Strategic Plan, the bank would elect to be evaluated under the examination standards in Part 345
that are applicable to the bank at that time.



Lending

The Bank has a strong history of providing exceptional customer service, expertise, a wide range of loan
products, and competitive pricing for residential mortgage loans and consumer loans. Therefore, the
goals outlined reflect the Bank’s continued commitment to these two core areas and will leverage the
Bank’s expertise and competitive advantage. However, there are significant economic and housing
factors (as noted earlier in Section Il “Economic and Demographics of Assessment Area”), including
management’s projection of a recession in 2024, that requires consideration when evaluating the
residential mortgage and consumer lending goals.

Mortgage Lending

Each year, the Bank’s management team prepares a budget, approved by its Board of Directors, which
attempts to forecast mortgage volume based on expected interest rates for the next year. Given this
assumption and recognizing our desire to improve FFBKC's mortgage lending volume in LMI census
tracts, we have established the goals shown below. For purposes of the Mortgage Lending goals for
2023 and 2024, FFBKC's management projects mortgage volume in 2023 and 2024 to be lower than
2020 and 2021 lending volumes based on Fannie Mae’s and Mortgage Bankers Association’s (MBA)
housing projections for 2022 and 2023 (see below). Both reflect lower loan volumes in 2022 and 2023

for purchase and refinance 1-4 single-family residential loans, and higher mortgage interest rates. Below
are housing projections:

Table 3: Fannie Mae & Martgage Bankers Association (MBA) Housing Projections

Fannie Mae MBA
Description 2021 2022 2023 2021 2022 2023 2024
SF Mtg Originations (#) 4,570 2,330 1,735 4,436 2,257 2,047 2,311
Purchase () 1,500 1,629 1,343 1,863 1,586 1,534 1,676
Refinance (#) 2,670 701 392 2,574 671 513 635
Refinance Share (%) 58% 30% 23% 58% 30% 25% 27%
30-Yr Fix Interest Rate 3.0% 5.3% 6.4% 3.1% 6.7% 5.4% 4.5%

The Banl¢'s loan origination volume is reflecting a similar mortgage origination forecast as that of Fannie
Mae and MBA housing projections; however, the Bank is experiencing significantly lower percentage of
mortgage origination in 2022 YTD. Below reflects the Bank’s total mortgage loan origination volume (in
and out of the Bank’s assessment area) by year, and year-over-year change. It's difficult in the current
economic and housing conditions to project 2024 mortgage loan originations; however, if conditions do
not significantly improve the 2024 budget, for total mortgage loan originations, will most likely be
simifar to the 2023 budget.



Year # YoY Chg $ (000) YoY Chg
2020 2,606 831,392
2021 1795 {31.12%) 582,044 {30.00%)
2022 609 {66.07%} 225,655 {61.23%)
2023* 100,000 {59.54%)
Source: HMDA LAR
* Managemant 2023 Budget Frojection

Therefore, FFBKC's goals below reflect the mortgage lending volume that we believe, if achieved, would

be evaluated as satisfactory and outstanding.

Consumer Lending

The Bank’s consumer loan portfolio consists of revolving open-end (HELOC), automobiles, and other
consumer loans (unsecured loans). In May 2019, the bank entered a relationship with a Baa$S partner
who originates and services unsecured consumer loans and in 2022 engaged the Baa$ partner to
originate refinance auto loans. The consumer loan portfolio growth is the result of the increased volume
generated by the unsecured and refinance auto loans originated, nationwide, by the BaaS. Below is a
summary of the Bank’s consumer loan portfolio.

Description 09/30/21 | 09/30/22
% Consumer Loan Portfolio to Total Loans 16.59% 24.39%
Revolving (HELOC) - % to Total Consumer Loan Portfolio 24.78% 17.69%
Automobile - % to Total Consumer Loan Portfolio 4,19% 3.75%
Other {Unsecured} - % to Total Consumer Loan Portfolio 70.61% 78.38%

The revolving (HELOC) portfolio decreased due to high refinance volume in 2021, resulting from
histarical low loan interest rates.

Unsecured consumer loans increased significantly as result of our partnership with the BaaS partner
offering unsecured consumer loans nationwide. In mid-2022 the Bank reached its concentration limit of
$140 million; thus, the number of unsecured loan origination voiume in 2023 and 2024 will be lower as
the Bank wilt only be replenishing the unsecured loan portfolio that has repaid in the prior month {as of
July 2022, and projected in 2023 unsecured monthly origination will be approximately $3.5 million}.

Additionally, the Bank has reached its concentration risk appetite for unsecured consumer loans. Thus,
management is projecting 2023 total consumer loan originations to be $18.5 million compared to $108
million in 2021, and $109 million through 11/30/22.

With a nationwide presence in consumer lending the following is a geographic distribution of the
consumer loan originations, nationwide, for 2020 and 2021, and 2022 year-to-date, by Median Family
Income Census Tracts.



TOTAL ORIGINATED CONSUMER LOANS BY MEDIAN FAMILY INCOME CENSUS TRACT

Low income Moderate Income | Middle Income Upper Income Not Reported Unknown
Year # Units # % Total # % Total # % Total it % Total # % Total # % Total
2020 993 34 3.42% 201 20.24% 407 40.89% 312 31.42% 6 0.60% 33 3.32%
2021 6,551 231 3.53% 1,352 20.64% 2,708 41,34% 2,059 | 3143% 49 0.75% 152 2.32%
2022* 4,694 147 3.13% 334 17.77% 1,987 42.33% 1,572 | 33.49% 32 0.68% 122 2.60%

* ¥TD Data as of 11/30/2022

The following is a geographic distribution of the consumer loan origination within the Bank’s Assessment
Area, for 2020 and 2021, and 2022 year-to-date, by Median Family Income Census Tracts.

ORIGINATED CONSUMER LOANS IN BANK'S AA BY MEDIAN FAMILY INCOME CENSUS TRACT

Low Income Moderate Income | Middle Income Upper Income Not Reported Unknown
Year # Units # % Total # % Total # % Total # % Total # % Total ] % Total
2020 259 11 4.25% 60 23.17% 108 41.70% 79 30.50% 1 0.39% 0 0%
2021 286 10 3.50% 81 28.32% 107 37.41% 87 30.42% 1 0.35% a 0%
2022* 278 3! 2.88% 57 20.50% 111 39.93% 100 35.97% 2 0.72% 0 0%

* YTD Data as of 11/30/2022

The geographic distribution of the consumer loan originations within the Bank's Assessment Area, for
2020 and 2021, and 2022 year-to-date is comparable to the geographic distribution for total consumer
loan originations {naticnwide}.

Community Investments & Services

To suppert community development, particularly in low-to-moderate income areas and within the
assessment area, the Bank has elected to focus its goals on community investments and services.
Crganizations the Bank elects to provide financial support for will have specific goals and/or be mission-
aligned with the Bank for meeting the needs of the low-and moderate-income individuals located within
the assessment area, as well as those in-line with overall Bank objectives and values.

(a)

Development & Investment - The Bank plans to seek out investment opportunities, including
but not limited to: increasing the amount of Community Development investment and/or
lending activities with CDFIs located in the Bank’s assessment area, along with women- and
minority-owned financial institutions, purchasing eligible mortgage-backed securities where
the underlying loans are made to support low-and moderate-income individuals located
within the assessment area.

Historically, the Bank has provided construction loans to Community Housing of Wyandotte
County {CHWC) for the construction of singie-family homes in Wyandotte County, Kansas,
has participated in Missouri Housing Development Commission {MHDC) bond programs, has
invested in time deposits in CDFIs, and purchased mortgage-backed securities in low- and
moderate-income areas within the assessment area. The Bank offers a home loan grant
program to qualified low-and moderate-income individuals and legal alien residents.

The Bank has supported local schools in the assessment area through contributions for use
in providing financial education to students. In addition, the Bank has provided
centributions to various local community organizations that serve low-and moderate-
income individuals. Some of these organizations include Habitat for Humanity of Kansas



City, CHWC, CHES Inc., and Catholic Charities of Kansas City/St. Joseph and Catholic Charities
of Northeast Kansas. Other organizations who support the needs of the less fortunate
include Restart and Hillcrest Transitional Housing for the Homeless.

(b) Community Development Services - All directors, officers, banking center managers, and
employees are encouraged to actively participate in local civic and/or community groups,
neighborhood revitalization projects, schools, not-for-profit boards (e.g., Chambers of
Commerce, Community Development Committees, School Boards, special community
projects). Also, the Bank has key officers positioned in real estate focused organizations to
inform the respective members of local needs and community developments (e.g., Home
Builder's Association and Mortgage Bankers Association).

In addition to the specified measurable goals outlined in the Strategic Plan, the Bank
requests additional consideration for the deposit products provided through the local retail
branches, the nationwide online channej, and the Bank’s strategic fintech partnership, all of
which directly benefit LMI communities inside and outside the Bank’s assessment area.
Often, access to low-cost banking services is the first step for individuals in LMI areas. The
Bank believes the products and services offered by fintech companies allow greater access
for consumers inside and outside the Bank’s assessment area. This includes the Bank
offering deposit and consumer loans. The Bank's digital banking platform primarily provides
easy and affordable access to deposit products as well as encouraging and assisting
consumers in establishing savings funds, budgeting, and financial education assistance.
These principles are important to the Bank and continue our commitment to providing
access to financial products to low- and moderate-income consumers.

{c) Non-Profit Banking — The Bank will seek to deepen its relationships and expand into new
relationships with KC-area non-profit organizations. The Bank has an active business deposit
banking relationship with several non-profits and provides banking services to their clients
and employees. Over time, these relationships are expected to result in loan requests
(primarily for owner-occupied real estate) and will help the Bank support the community
through lending activity. The Bank believes increasing its effort in this area leverages existing
relationships and will have positive effects on deposit growth, opportunity to reach the un-
and unbanked, and community outreach. '

C. Oversight

The Bank’s CRA Committee, as established by the Board of Directors, is responsible for the oversight of
CRA activities. The CRA Committee monitors Plan performance and reports to the Board of Directors on
at least a quarterly basis. Any changes to the Plan, deemed necessary, will be made in accordance with
the FDIC's requirements, guidance, and approval process. Such changes will only be considered if there
are significant changes to economic conditions and/or Bank capacity. The Bank’s Board of Directors and
senior management will ensure adequate resources are dedicated to implementing the Plan, and will
oversee, with the CRA Committee, progress in meeting Plan goals.



D. Strategies to Deliver Goals

To further enhance the Bank’s CRA record, to continue delivering affordable financial products and
service to the low-to-moderate income community, and to assist in developing goals herein, the Bank
believes the following strategies delivered should include, but are not limited to:
» (Create/enhance roles within the Bank’s organizational structure to monitor and analyze CRA
performance metrics and report CRA related activity to senior management and the Board.
s Strengthen engagements and partnerships with community-based organizations and area
leaders serving low-to-moderate income persons and communities in the assessment area.
» Enhance training for relationship managers, bankers, and lenders relating to CRA concepts,
programs, and products to help identify and deliver CRA loans and related activity to the
assessment area.
¢ Focus on partnering with consumers located in low-to-moderate income communities in the
assessment area.



IV. FFBKC CRA STRATEGIC PLAN MEASUREMENT
Although the plan starts effective March 01, 2023, and includes goals for 2023 and 2024, the yearly
goals are based on 12 months of activity. Specifically, the goals will include activity from March 01,
2023, to February 29, 2024, and the 2024 goals will include activity from March 01, 2024, to
February 28, 2025.

A. Mortgage B Consumer Lending Tests

Goals 1 & 2: Mortgage Lending to LM| Borrowers and in LMI Census Tracts

As noted in Section 1l “Economic and Demographics of Assessment Area” and Section Il “Mortgage
Lending”, the projected economic and housing forecast for 2023 and 2024, including projected recession
in 2023 possibly into 2024, and the Bank's 2022 year-to-date morigage origination declining 66% from
2021 mortgage originations, are factors taken into consideration for 2023 and 2024 mortgage lending
goals in LM| Tracts.

Goal 1 measures the doliar volume of home mortgage loans secured by closed-end first and second
(junior) liens of 1-4 family residential properties to LMI borrowers in the Bank’s assessment area (AA).
Goal 2 measures the dollar volume of home mortgage loans secured by closed-end first and second
{junior) liens of 1-4 family residential properties in LMI areas in the Bank’s AA. Open-end home equity
lines of credit (HELOCs) will be excluded from the home mortgage lending goals but included in the
consumer lending goals. This is because the bank started collecting HELOC data on the 2023 HMDA
Loan Application Register (LAR); therefore, the bank has no histarical information regarding borrower
income to form accurate goals. These goals includes loans reported on the bank’s HMDA LAR with the
exception of HELOCs.

Due to the housing forecast in 2023 and 2024 loan originations wilt be significantly lower than 2020 and
2021.

Lending Test
Goal 1: Mortgage Lending to LMI Borrowers (Dollar Volume of Total Mortgage Loans in AA)

20238 20248
Satisfactory Goal 511.4M 511.4M
Outstanding Goal $13.4M $13.4M

Lending Test
Goal 2: Mortgage Lending in LMi Census Tracts {Dollar Volume of Total Mortgage Loans in AA)

20238 20248
Satisfactory Goal $8.4M $8.4M
Outstanding Goal $10.4M $10.4M




FFBKC Historical Lending Performance to LMI Borrowers in the AA:
e 2020-529,630,000
e 2021-533,630,000
o 2022-522,170,000

FFBKC Historical Lending Performance in LMI Areas in the AA:
e 2020 - 516,345,000
e 2021 -524,200,000
e 2022 -517,200,000

Goal 3: Consumer Lending in Census Tracts based on Census Tract Income Category

As noted in Section Il “Economic and Demographics of Assessment Area” and Section Ill “Consumer
Lending”, other factors constricting consumer lending is less discretionary income consumers have for
home improvement, auto, and other consumer loans.

This goal measures the number of originated consumer loans (includes revolving open-end credit
(HELOC for any purpose), automobile, unsecured, credit builder, and other consumer loans for
household and other personal expenditures} in LMI census tracts within the Bank’s assessment area.
Due to the economic forecast in 2023 and 2024, and because the Bank has reached its concentration
risk appetite for unsecured loans, consumer loan originations will be significantly less than in 2020,
2021, and 2022,

Lending Test
Goal 3: Consumer Lending to LMI Census Tracts in Assessment Area

2023 2024
Satisfactory Goal #50 #50
Outstanding Goal #60 #60

FFBKC Historical Performance 2020 Low/Moderate Income: 71 Originated Loans in AA LM Tracts
2021 Low/Moderate Income: 91 Originated Loans in AA LM Tracts

2022 Low/Moderate Income: 65 Originated Loans in AA LMI Tracts*
* - Data as of 31/30/22 annualized

B. Community Development Test

Goal 4: Aggregate Community Development Loans and Investments

Development Lending: As a Mutual State Savings Bank, the Bank’s primary means to maintain and/or
raise capital is through retained earnings. Whereas other bank charters allow banks to raise capital
through issuance of stock and retained earnings. With limited means to raise capital, management
prudently maintains a higher capital level for safety and soundness.




As a Mutual State Savings Bank, the Bank is a consumer lender, primarily originating single family
mortgage !oans and consumer loans. The Bank does not have expertise in commercial lending and thus
does not have small business loans, multi-family, commercial and industrial, or lease financing
portfolios. Due to lacking the expertise in originating commercial / business loans the Bank has a
greater emphasis on community development investments and service.

The Bank has developed a relationship with CHWC {Community Housing of Wyandotte County) for
providing home construction loans. In 2020, the Bank originated four loans to CHWC; however, due to
COVID pandemic disruption the construction of these homes was delayed. Thus, CHWC did not originate
any loans in 2021.

Regarding community development lending, loans other than multi-family dwelling that meet the
definition of affordable housing may not be considered under both the lending-related goals (Goals 1-3)
and community development related goal (Goal 4). Credit for lending will be based on the definitions of
Community Development under the CRA.

Development Investments: In 2020 and 2021, the Bank invested in morigage-backed securities
collateralized by properties in and/or originated in low to moderate income census tracts and/or low to
moderate individuals in the Bank’s assessment area. The Bank has also invested in time deposits in
community development financial institutions in the Bank’s assessment area. The Bank has a “Better
Together” Home Loan Grant program providing grants to low to moderate income borrowers or
borrowers who are purchasing a home in a low to moderate income census tract within the Bank’s
assessment area. With reduced mortgage and consumer lending volume and higher operating costs
(rising wages and benefit costs), the Bank’s earnings will be significantly less than in 2020, 2021, and
2022 during the high mortgage volume period.

The community development investments, in the Bank’s assessment area benefiting LMI individuals and
geographies, will be calculated using the total dollar volume of investments {new, renewals, or
outstanding halances based on hook value from prior period) made in the Bank’s assessment area
during the plan year. Regarding prior period investments for each Plan Year, the total amount of
gualified investment may include the outstanding book value of prior period investment as of the last
day of the applicable Plan year (February 29, 2024 for Plan year 2023, and February 28, 2025 for Plan
year 2024). Also, an investment made in 2023 will count for 2024 provided the investment remains
outstanding.

Credit for investments will be based on the definitions of Community Development under the CRA.

This "Aggregate Community Lending and Investment" Goal measures the percentage of community
development loans and investments in the bank’s assessment area benefiting LMI individuals and
geographies per Plan year as percentage of the bank’s Tier 1 Capital. The Aggregate Community Lending
and Investment” goal includes community development lending, and community development
investments, including donations directly to organizations committed to supporting LMI individuals and
communities; and home grants directly to borrower{s) who is a LMl individual(s) or purchasing a home
ina LMI community.



Tier 1 Capital is based on “Common Equity Tier 1 Capital Before Adjustments and Deductions” as of
December 31%, of the goal year. For example, the Tier 1 Capital figure as of December 31, 2023, is used
to assess the 2023 “Aggregate Community Lending and Investment”.

Aggregate Community Lending and Investment
(As Percentage of Tier 1 Capital as of December 31% of Prior Year)

2023 2024
Satisfactory Goal 4.50% 4.50%
Outstanding Goal 5.15% 5.15%
FFBKC Historical Performance
Description 2020 2021 2022
Comm Dev Lending $644,300 50.00 $1,308,150
Comm Dev invest {MBS) §2,011,314 §2,772,725 $2,439,977
Comm Dev Invest {TD) $740,845 $496,851 $496,851
Comm Dev Invest [Better Together Home $85,850 $102,495 590,000
Grants)
Comm Dev Invest (Donations) $99,337 5127,337 $153,241
TOTAL AGGREGATE COMM DEV $3,581,5646 $3,499,409 54,488,219
Call Report Scheduie RC-1 Part 1 Line 5) Date 12/31/20 12/31/21 12/31/22
Tier 1 Capital $110,355,000 | $116,866,000 | $112,404,000
9% of Tier 1 Capital (December 315t) 3.25% 2.99% 3.99%

Goal 5: Community Development Services

This Community Development services goal measures the Bank’s ability to serve customers through
qualified service activity, This goal will be calculated using the total number of qualified services
completed by Bank personnel during the Plan year. Credit for services will be based on the definitions of
Community Development Services under the CRA.

Community Development Test.
Community Development Services

2023 2024
Satisfactory Goal #30 #30
Qutstanding Goal #40 #40

FFBKC Historical Performance 2020: #19
2021: #27
2022: #29



C. Public Participation

Community Organization Symposium

On Wednesday, October 26, 2022, FFBKC hosted a Community Impact and Needs Symposium luncheon
at the Bank’s Leawood, Kansas Administrative Center with top leaders from Kansas City representing
{36) non-profits, (5) faith-based organizations, (3) CDC/CDFI, (1) for profit, (1) community group and (1)
other. A total of 47 participants completed an online survey prior to the event. The survey asked
participants about key needs in the community that FFBKC should consider when building a CRA
Strategic Plan. The Bank will use the insights gained to guide efforts in product development and
community outreach. Additional symposiums are heing considered, owing to the strength of
participation and quality of feedback received. An Executive Summary of the event is attached to this
Plan as Exhibit E,

Public Comment

The Bank published notice of the availability of the proposed Strategic Plan, required by 12 C.F.R. §
345.27(d)(2), on Monday, November 28, 2022, in the Kansas City Star, the newspaper with the largest
readership within the Banks assessment area. The public comment period started on Monday,
November 28, 2022, and ended on Tuesday, December 27, 2022. All comments will be reviewed and
considered by Bank management and the Bank will amend the Strategic Plan, if appropriate, to address
concerns identified, where permissible under CRA rules and regulations. All comment letters will be
provided to the FDIC as a part of the Strategic Plan submission. The comments will also be included in
the Bank’s CRA public file. A copy of the Public Notice is attached as Appendix B.

Summary of Public Comment Letters Received
No public comments were received.

Bank Response to the Public Comment Letters
No public comments were received.
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9/19/22, 11:07 AM

Summary of Deposits - Market Share

hitps:/iwww? fdic.govisod/sodMarketRpt.asp?barltem=2&Print=Y

Mutual Savings Assoclation 20868 Ks SL State 2 39,635 4 179,618 0.21%
Sunflower Bank, Nationel Association 4767 CcC N Federal e 6,775,438 2 169,908 0.20%
Adrian Bank 8251 MO SM Stale 0 4] 3 168,848 0.20%
First Interstate Bank 1108 MT SM State 300 26,897,783 2 166,162 0.15%
Fraedom Bank 58202 KS NM Stale 0 0 1 162,353 0.19%
Community National Bank 25665 X5 N Fadaral 4 669,887 3 160,884 0.19%
Goppert Financlal Bank 8660 MO NM State 1 51,837 4 157,652 0,18%
Flrst Missouri Bani 28930 MO SM State 3 183,820 2 155,218 0.18%
Clay County Savings Bark 28764 MC NM Siata a 0 3 150,118 0.17%
Cilizens Bank 22601 MO NM Siata 3 36,871 8 147,277 017%
Cltizens Federal Savings Bark 30150 K8 S8 Federel a 1] 3 145,184 0.17%
Exchange Bank & Trust 4619 KS NM Stata & 369,727 5 136,119 0.16%
Farmars Stale Bank 13887 MO NM State 8 168,783 2 135,586 0.16%
Paoples State Bank 17685 KS NM Slate 10 206,806 1 129,761 0.15%
Stata Bank of Missourl 10623 MO NM Slate 0 0 4 126,650 0.15%
Plnnacle Bank 10634 NE NM State 7 6,443,248 1 114,605 0.13%
Farmers Bark & Trust 17614 KS NM State 7 544,611 2 112,419 0,13%
Communlty Bank of Fleasant Hill £8423 MO N State 1] a 1 12,427 0.13%
Bank of Prairie Village 47871 KS NM State Q Q 1 100818 0.13%
Flrst Business Bank 15229 Rl NM Slate 3 1,767,133 1 109,308 0.13%
The Hamilton Bank 15806 MO NM State 0 0 3 105,018 0.12%
Commercial Bank of Oak Grove, Ma. 8 MO NM Stale 0 1} 1 103,936 0.12%
Groat American Bank 35292 KS NM State 2 190,186 3 103,713 0.12%
Bank Northwest 18601 MO NM Stata 3 74,034 2 106,715 0.12%
PNC Bank, National Association 6384 DE N Federel 2,813 446 684,456 2 96,581 0.11%
The Bank of Grain Valley 8564 MO NM State o] [ 2 94,267 211%
First-Citizens Bank & Trust Cempany 11083 NG NM State 583 89,338,821 3 93,774 0.11%
Small Businass Bank 25744 KS SM State 0 0 1 90,808 0.11%
The Unlon Slate Bank of Everast 18610 KS SM Slata 6 279,856 3 85,878 0.10%
Tricentury Bank 18109 K3 NM Slata 1 13,865 2 83,681 0.10%
Labetts Bank 17068 KS NM Slata El 357,748 2 83,640 0.10%
The Nodaway Valley Bank 8904 MG NM Slate 8 1,159,491 2 82,189 0.10%
First Federal Savings and Loan Bank 28635 KS NM State 0 g 1 79,653 0.08%
Cencordia Bank of Concordia, Missouri 13708 MO NM State 1 17,448 3 79,186 0.08%
Community Bank of Missauri 57141 MO NK Stale 0 i} 2 73,458 0.09%
Preferred Bank 10628 MO NM State 3 63,686 2 73,229 0.09%
Woaod & Huston Bank 1060 MO NM State 12 816,062 i 68,678 0.08%
Sherwood Communily Bank 1612 MO N Stala 1 3,856 3 86,736 0.08%
F & C Hank 9378 MO NM Stele 2 222,438 1 65,033 0.08%
Corefirst Banic & Trust 18100 Ks NM State 13 £92,688 2 G3,059 0.07%
The State Bank of Spring Hill 2110 KS NM State 0 0 1 61,650 0.07%
Bto Bank 10618 MO NM State 16 771,010 2 60,236 0.07%
Fidelity Bank, National Assaciation 30895 Ks N Fedaral 22 2,247,504 1 87,047 0.07%
Kendall Bark 16471 K5 MM State 3 46,085 2 56,7495 0.07%
Tha Cltizens National Bank 4878 KS N Federal 5 151,203 2 §6,020 0.07%
Bank 21 8860 MC NM Slata 4 93,103 1 63,383 0.06%
Argenting Faderal Savings 28607 LG SR Faderel 0 o 2 60,904 0.06%
Palrials Bank 18018 KS NM Slate 5 104,408 1 48,169 0.06%
Farmers and Merchants Eank of Mound Clly, Kansas 14024 KS NM Slate 0 0 t 48,954 0.05%
Liberty Bank end Trust Cornpany 20858 LA NM State 17 861,148 2 45 524 0.05%
Tha Bank of Orrick 10597 MO NM State ¢ 1} 1 43,359 0.05%
The State Bark 16751 MO NM Stale 0 0 1 38,595 0.04%
Qakstar Bank 68116 MO SM State 17 1,673,045 1 35,005 0.04%
The Fammers State Bark of Biue Mound 17629 KS NM State 1 14,090 2 34,917 0.04%
Fuslon Bank 16829 K& SM State 2 124,495 1 24,732 0.04%
America's Community Bank 8893 MO NM Stale V] 0 1 33,604 0.04%
Flrst Heritage Bank 4636 KS NM Stale 4 167,456 1 30,524 0.04%
The Cordar Bank 374 MO N Stale 0 0 1 23,280 0,03%
Mid-America Bank 17374 KS NM Stata 3 232,721 1 22,239 0.03%
Slerling Bank 67813 MO NM State 12 1,170,422 1 21,926 0.03%
Core Bank 34383 NE NM Stata 4 €07,948 1 20,332 0.02%

2/3



9/19/22, 11:07 AM

Summary of Deposits - Market Share

First Security Bank 1622 MO NM State 1 28,584 1 18,223 0.02%
Community Bank of Marshall 22636 MO M State 6 168,732 i 18,401 0.02%
Blson State Bank 14083 KS NM State 1 14,407 1 15,716 0.02%
The First Security Bank 4752 KS NM Siate 2 53,310 1 15,610 0.02%
Prascott State Bank 13729 KS NM State 1] 0 1 12,858 0.01%
Ceniral Natlonal Bank 4702 KS N Fedsral 33 1,124,852 1 11,079 0.0M%
The Merchants and Farmers Bank of Sallsbury 8259 MG NM State 3 87,277 1 10,549 0.01%
First State Bank of 8f, Charles, Missour] 12219 MC NM State 5 384,062 1 4,201 0,00%
Nalicnal Advisors Trust Company 57160 MC N Fadaral 0 9 1 500 0.00%
MIdwest Heritage Bank, FSB 4432 1A 58 Federal 7 351,131 1 0 0.00%
State Street Bank and Trust Company 14 MA 5M State 2 166,678,000 1 ] 2.00%
Number of Institutlons In the Market: 120 TOTALS 22,083 7,137,892,141 670 85,837 843 100,00

Bank Chartar Class:

N - National Bank

SM - Federal Resarve Member
NM - Federal Resarve Nonmember
SA - Savings Assoclation

SB - FDIC Savings Bank

Ol - U.S. Branches Forelgn Banks

hitps:/Awww7 fdic.govisod/sodMarketRpt.asp?barltem=2&Print=Y
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Community Conditions

Low to moderate income (LMI) households in the Tenth
District reported greater difficulty securing adequate
childcare over the past few months. Contacts cited both
a lack of availability and rising costs at childcare facilities
as the major barriers faced by households seeking care.
Insufficient childcare avallability and unaffordability con-
tinued to hinder workforce participation among LMI
households. Recent policy efforts to improve childcare
availability — for example, a recent zoning reform in
Wichita, Kansas increased maximum home daycare
capacity from 10 to 12 children — have reportedly been
more than offset by an acceleration of closures of child-
care facilities,

Manufacturing and Other Business Activity
Manufacturing businesses reported that overall activity
remained mostly unchanged over the past few weeks,
Higher prices supported revenues, but measures of real
activity, including production, backlegs, and new orders,
declined moderately. Durable goods manufacturers
reported more severe declines in production and expec-
tations. Growth among services businesses was mixed
across sectors. While retail and tourism businesses
reported moderate declines in activity, professional
businesses services, transportation, and healthcare
businesses reported greater levels of activity,

Across manufacturing and service sectors, businesses
indicated tighter financial conditions reduced demand for
their products significantly. However, most businesses
revised their plans for capital expenditures downward
only slightly, which they attributed more to softening
demand than fo the higher interest expenses from tighter
financial conditions.

Real Estate and Construction

Developers of multifamily housing indicated further dete-
rioration of cenditions from already depressed levels.
Rising interest rates continue to be a challenge to financ-
ing multifarnily housing projects, but contacts also high-
lighted recent volatility in rental rates as an additional
headwind. Uncertainty about projected rent growth is
reportedly very high, further hindering financing activities
for new projects. Builders of single-family homes report-
ed costs associated with higher interest rates are exac-
erbated by ongoing delays related to delivery of materi-
als, inspections, and worker shortages. Such delays
raise the effective cost of higher rates for builders be-
cause that interest expense must be carried over a long-
er period,
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Loan demand weakened modestly in the past month as
rising interest rates and continued economic uncertainty
weighed on borrower sentiment. Contacts reported
weaker demand across all key portfolios but highlighted
stable credit quality last month amid low past due and
problem loan levels, Although some contacts highlighted
concerns regarding future retail credit performance,
respondents expected credit quality to remain largely
unchanged over the next six months. Deposit levels
declined moderately again this month as banks experi-
enced strong rate pressure from other bank and non-
bank competitors amidst increases in short-term interest
rates. Further, deposits rotated from checking and nonin-
terest-bearing accounts into time deposits and high-yield
savings products as customers demanded additional
yield on cash,

Energy

Tenth District energy activity fell slightly over the last
month. The number of newly drilled and completed wells
declined, as profitability for drillers began to fall for the
first time in two years. Oll prices were roughly flat over
the last month and crude oil stocks increased due to
unscheduled refinery maintenance, contributing to the
recent declines in District rig counts. On average, natural
gas rig counts across Disfrict states are expected to
decline over coming months, driven by generally lower
domestic natural gas prices. However, there were some
differences among District states. The number of gas
rigs ticked up in Wyoming, as regional {western) natural
gas prices were elevated. Additionally, Wyoming coal
miners saw strong production growth related to higher
coal prices in recent months.

Agriculture

The farm economy in the Tenth District remained strong,
but risks to the outlook lingered. In the livestock sector,
cattle prices increased slightly in February and reached
multi-year highs alongside lower inventories. In the crop
sector, prices of corn, soybeans and wheat remained
high and continued to support profitability. Despite strong
market conditions, District contacts reported that elevat-
ed production costs, higher interest rates, and ongoing
drought in some areas have put downward pressures on
profit margins for many producers, Cost pressures have
been particularly challenging for livestock operations,
with several reports of early calf sales and herd liquida-
tion as a result of intense drought and high feed costs,
which could reduce revenues going forward.

For more information about District economic conditions visit:
www KansasCityFed.org/research/regionalresearch
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COMMUNITY REINVESTMENT
ACT - STRATEGIC PLAN

The CRA regulations require a bank
that has developed a Strategic Plan to
publish Notice of the Plan and solicit
formal written public comment for at
least a 30-clay period. In accordance
with this requirement, First Federal
Bank of Kansas Cily (FFBKC) herehy
provides notice to the public of its
intent to submit a two (2) year CRA
Stralegic Plan to the Federal Deposit
Insurance Corporation (FDIC),

Written comments from the public
concerning the Strategic Plan are
encouraged. To obtain a copy of the
Bank's Strategic Plan at no charge to
the requesting party, individuals may
request a copy at any FFBKC branch
or by email/phone by contacting Mike
Sidebottom, Chief Risk Officer at 816-
245-4153 or Mike.Sidebottom @ffhke.
com.

All wrillen comments regarding the
Plan should be directed to Mike Side-
bottom, Chief Risk Officer, PO. Box
419194 Kansas City, MO 64141,

Comments and suggestions will be
accepted until 12/28/2022, following
which time the Plan will be submitted
for approval to the Federal Deposit
Insurance Corporation, The Bank will
review all comments and incorporate
suggestions into the Plan at its discre-
tion. The Bank received a Satisfactory
rating on its last CRA performance
evaluation under the Intermedi-
ate-Small Bank exam, conducted In
March 2019. Copies of the most re-
cent CRA examination are available
upon request,
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CENSUS REPORT FOR FFBKC ASSESSMENT AREA
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EXECUTIVE SUMMARY
CRA COMMUNITY IMPACT & NEEDS SYMPOSIUM
OCT. 26, 2022

On Wednesday, October 26, 2022, First Federal Bank of Kansas City (FFBKC) hosted a Community Impact and
Needs Symposium luncheon at the bank’s Leawood, Kansas Administrative Center with top leaders from
Kansas City representing {36) non-profits, {5) faith-based organizations, (3) CDC/CDFI, (1} for profit, (1)
community group and {1) other. A total of 47 participants completed an online survey prior to the event. The
survey asked participants about key needs in the community that FFBKC should consider when building a CRA
Strategic Plan. Father Justin Mathews, CEQ/Pres. of Reconciliation Services, served as the moderator and used
the survey results to lead an open, candid discussion about the issues.

Survey Results:

s What are the biggest challenges you face as an organization in fulling your mission? The top answers
were improving community awareness of their programs, access to governmental and other resources,
and fundraising.

¢ Indicate the top 3 Community Development challenges/needs in your service area. The #1 need was
availability of affordable rental housing, #2 availability of affordable single-family housing, #3
homelessness (providing shelter, temporary housing, and other services).

~ & Banks provide capital and services for Community Development in four primary areas: affordable housing
for LM, activities to revitalize or stabilize LMI geographies, community services to LM, and economic
development by financing small businesses or farms. Of these 4 areas, which do you think is the greatest
need in your service area? 58% of participants indicate affordable housing for LMI as the most important
service followed by 24% selecting activities that revitalize or stabilize LM! geographies, 11% community
services to LMI, and 8% economic development by financing small businesses or farms.

© Indicate the top banking service or products of highest, second highest and third highest need in your
service areg. The highest need was for low down payment/other mortgage programs followed by
financial education. The second highest need was low down payment/other mortgage programs
followed by grant programs for homebuyers. The third highest need was credit restoration programs
followed by financial planning.

o What is the most effect way for financial institutions to promote/market their products and services? 35%
of participants say social media is the most effective, 16% website, 14% radio, 13% text, 10% email, 2%
newspaper.

Symposium Disgussion:

At the symposium, participants were asked to share one word that symbolized what their clients have been
through post-Covid: trauma, despair, isolation, loss, uncertainty, grief, destitution, stress, depression. Most
agreed that getting the word out about their services is the top challenge. They also talked about not having
enough staff to meet the needs of all clients, lack of fundraising, childcare, and they believe volunteerism has
decreased significantly from “corporate America” since the pandemic.

The largest discussion surrounded what these organizations deem to be the top needs in our community:
affordable rental housing and affordable single-family housing. Participants expressed how many of their
clients are facing rising rent payments, and there simply aren’t enough single-family housing or apartment
options available to support the demand. Property owners are evicting more families, making Kansas City one
with the highest eviction rates in the country. Evicted families struggle to find affordable housing, which means
many children are moved from school to school. Housing agencies such as Community Housing of Wyandotte
County, Habitat for Humanity and Westside housing, shared that it’s hard to build more units due to rising land



values, high production costs and supply chain issues. Developers are focused on luxury homes or luxury
apartment buildings. Housing is NOT being viewed as a basic need, like food or clothing.

When discussing bank products or services, leaders said lack of trust, lack of knowledge and few bank
branches located in LMI areas cause their clients to seek out quick cash shops and payday loans in their
community. They do not believe that accessing digital banking is a realistic option for their LMI clients who lack
smart phones or experience with these specialty apps. These clients prefer to meet with a banker face-to-
face.

The participants would like to see banks provide larger down payment assistance, grants and portfolio
mortgage options that allow more flexible qualifications for low-to-moderate income individuals. One
participant who is the president of an organization for Black reaftors said that it is unfair that a person who has
successfully paid their rent for 20 years with no evictions on their track record is not eligible for a mortgage
due to “no or low” credit scores. They understand that credit scores are the standard, and this procass does
work for most buyers who have had access to mechanisms to build their credit scores over time. However, this
same credit system does not work for everyone. Participants said they hate to see their clients discouraged
after attending a homebuyer education class and earning their homebuyer certificate just to find out they
don’t meet the minimum gualifications for a mortgage due to a low credit score or lack of savings. And if they
do get preapproved, they struggle to find a home in their price range due to low inventory,

Potential Takeaways:

Today’s economy is an extraordinarily challenging time for all homebuyers with high interest rates, low
fnventory, and bidding wars across the nation. Even the savviest and most financially stable homebuyer is
having trouble navigating this climate. Nonprofit leaders affirmed this task is even more daunting to overcome
for low-to-moderate income individuals who lack credit scores and savings to secure financing. The bank’s
Community Development team is experiencing these conditions when trying to work with LMI families. The
current credit scores banks utilize will continue to be barriers to LMI families, especially minorities. For
example, since the Fair Housing Act of 1968, there has been only a 2-4% increase in black homeownership.
Banks need to think creatively to solve this issue.

For example, consider changes to portfolioc products to better meet the needs of LMI with more flexible
underwriting, higher LTV financing and alternative credit references that include rent payment history and
utilities. improved portfolio products can help the bank reach LMI families just like the success of the ITIN loan
product. Consider increasing grant programs to better compete with the incentives offered by other bank
competitors. LMI families are taking homebuyer education classes to earn their homebuyer certificates, but
those same individuals are turning to other lenders that offer loan products with a 580 minimum credit score
and more financial assistance, such as UMB’s 5% down payment and 2% closing costs, or Simmons Bank’s new

ITIN loan program that offers all clients the option of 10% down payment.
.

Next steps: /

e Atthe symposium, only a handful of the organizations noted housing development as their primary
service. However, even organizations outside of the housing space agree that finding affordable housing is
the #1 issue for their clients, They agreed that studies show not having stable housing affects everyone in
the household, including their mental and physical well-being, children’s educational outcomes, and
financial stability. Because of this, additional symposiums can be organized with the same attendees to
discuss solutions and potential partnerships to address the housing crisis, with breakout groups to dive
deeper into potentials products and solutions. Solutions created from these conversations could be
forwarded to other city leaders.

e Invite case managers to a separate event so they can network with their peers. They can discuss referring
clients to one another if their organization doesn’t provide the necessary service, and they can learn more
about FFBKC, financial education classes and loan options for their clients.



*  Work with FFBKC Loan Committee and Risk to ideate a portfolio loan product that will address the needs
of the LMI borrower to help clients begin their homebuying journey and end the cycle of lifelong renting.

Post-event Feedback:

Follow-up emails were sent to each attendee, asking for anonymous feedback as the bank considers creating
and planning a follow-up event. 12 responses were received, with the majority (8) rating the experience with 5
stars. Two participants rated the bank 4 stars based on the difficulty finding the office, and suggested a map be
included in the invitation. One participant gave us a 3 rating because they said this was a great starting point,
but they want us to take a deeper dive into a particular topic to create a significant impact.

Please share any additional feedback about the event.

s “Nice event all the right people in the room. Father Justin did a great job as moderator.”

*  “Thank you for the gifts!”

¢ “l would highly recommend hosting a separate event for all the organization's case managers. That
would serve multiple purposes .... 1) alfows our case managers to network with one another, 2} could
serve as continuing education / training, 3) provides First Federal with direct access to the influencers
of clients. Our case managers know the most about our clients and clients' needs.

o “Great diversity of industry professionals and client facing relationships.

e “l appreciated the invitation.”

s “Everyone was wonderful and welcoming. Thank you for inviting us to participate.”

e “Great atmosphere, gaod people, and overalf good experience. Thank you for leading this
conversation.”

e “Great event, Justin did a great job moving us thru the topics.”

* “l' bad a great time it was informative and very relevant networking event.”

How can we improve this event?

*  “Thought it was great. | wouldn't do anything differently.”

*  “ltwaos hard to find. Maybe a map.”

o ‘It really was a great event. Only suggestion | have is to pick one or two topics and have a more
thorough and deep dive discussion about those specific topics.”

*  “One consideration would potentially be a client version of the summit to hear what potential
customers, both banking ready and those not using banking at ali, would like to see.”

» “The event format was fine, and Father Justin did a great job facilitating. | think moving on to other
topics is extremely helpful. It's hard to pack everything inte a single session.”

e “We need to discuss solutions and address policy changes that will better address the needs of those
we serve.” -

+  “More community members, maybe better setting facing each other.”

e ‘It would be nice to take a deeper dive into a particular topic. This was a great starting point and
opportunity to network with other community leaders. How can we use the collective expertise and
perspective to drive significant impact?”

*  “If as a group we could; - Isolate one concern {as a group develop a list and pick one Issue)

- Brainstorm a list of solutions to address the issue -reach o consensus on one viable {feasible,
measurable, and most impactful) solution - create a plan- present to Bank

*  “New topic. Very good discussion and participation”

What topics would you like to discuss in future sessions?
o “lwould like to hear more about the programs the bank is working on.”
e “Education, jobs, transportation”
¢ “How can the bank partner with non-profits to help clients?”



“More focus on our clients. What's it looks like when clients travel back and forth across service
territories.” '

“Credit repair process, mortgage options and assessing mortgage readiness, preparing for generational
awareness through financial planning for young children.”

“Auto and other consumer Loans. Small business loans {especially for those who are just starting out)”
“Solutions”

“Community weaith building” & “Funding and Opportunities”

“Explain how your community banking operations are “relationship” based as opposed to
“transactional” based. Explain how your community banking model warks. Explain the footprint of
community; -In a typical local branch what is the area of concern-how empowered community flaisons
are to be personal and locally impactful as community partners?”



