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MARKETING CRITERIA FOR CHARTERING BANKS

IN UNIT BANKING STATES

CHAPTER I

INTRODUCTION

Society and the individuals which make up the social order are
characterized by a number of commonalities among which is "need." ''Need"
may be characterized as a continuum ranging from a universally acknowledged
"absolute necessity" to a single individual’s perceived need for the sat~-
isfaction of some desire not objectively essential to preservation of life
and health. For example, an individual may require some form of personal
transportation. This need may be satisfied objectively by owning a bicy-
cle. However, to save time, or to acquire comfort or safety, or to project
some desired image, the individual may,instead, acquire a luxury model
automobile costing substantially more than the bicycle required to satisfy
the basic need. In essence, what constitutes "need" and what constitutes
an acceptable satisfaction of a "need" are to a great extent related to,
and are functions of, the perceptions ¢f the individual faced both with
the need and the alternative means of satisfaction offered by the market.

In general, developed social groups provide for the satisfaction

of needs through private, "free,”

enterprise, government regulated private
enterprise, government operation of economic activities or some combination

1
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of these. The economy of the United States is characterized by the use
of all these forms of need satisfaction. Most retailing and wholesaling
activities belong in the "free enterprise" category wherein competition
tends to insure that wide varieties of choice, both in terms of quality
and price, are available to consumers. The "service trades" likewise
thrive under a competitive system, although many service establishments
are regulated to some degree by peer groups {(e.g., barbers, beauticiams,
morticians, etec.). Professional services, such as medical care, legal
representation and accounting services are largely directed and egten-
sively regulated by a peer group organization. Still another group of
activities, because of their high investment requirement or their respon-
sibilities to society, are regulated by either local, state or federal
government agencies or combinations of these levels of government. Util-
ities belong to the former group while banks, thrift institutions and
insurance companies are included in the latter group. The high invest-
ment required by public utilities--particularly in the production and
distribution of electricity--has in fact resulted in some government oper-
ation and marketing of these services. This is especially true in pro-
viding electrical energy to rural areas, a market which privately owned
(but governmentally franchised) utilities were unable or unwilling to
enter. Because of their social responsibilities, banks and other finan-
cial institutions are, in a like manner, granted charters to operate by
either state or federal governmental regulatory agencies. However, the
number of charters granted by either level of government is limited in
varying degrees by the regulatory agency's perception of need.

Thus, in the United States a variety of enterprise forms are used
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in satisfying the needs of individuals. When private enterprise cannot
provide for needs or when private enterprise has historically not acted
responsibly in satisfying these needs, society's agent—--government—-has

entered the scene either as a regulator, a franchiser or as a provider.

Definition of Need

Need can be defined iIn a variety of ways. Needs can be general,
as in the case of food, or they can be individual, as in someone's per-
ceived necessity to maintain the approval of a peer group. A very gen-
eral definition of need, then, could be: "The requirement for goods and
services iu satisfaction of both real and perceived desires."

Some needs are defined implicitly by the success or failure of
a provider of goods and services. This method of defining "need" trans-
lates "need" into the demand for the particular good or service. Since
demand is a function of many factors including wants, size of the market,
adequacy of vendor management among others, this method of measuring
need is not altogether adequate. For example, a store selling necessary
goods or services may fail due to poor service, high price, poor quality
or inept management while another supplier at the same location, without
the faults of the first, may, and often does, succeed.

Demand, or need, for several types of semi-essential goods and
services is readily apparent due to a high concentration of population
and a relatively stable source of income. These demands are best recog-
nized by requirements for utilities, such as gas, water, electricity,
sewer and telephones.

Demand for a third set of goods and services is less readily de-

fined and not as discernible as that for essential or semi--essential
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goods and services and thus, the definition for their needs has been
somewhat controversial and inconsistent. This group includes the need
for banking and other financial services. This is especially true with
banks, since bank operations and services are both diverse and complex.

Banks offer their customers a wide variety of "products" and
services--ranging from demand deposits (checking accounts) through a
multitude of ioans and savings arrangements to physical security for im~
portant documents and small valuable possessions (safety deposit boxes).
Consumers buy these "products" and services from banks to solve differ-
ent sorts of problems, thus there is not universal factor which governs
or controls all decisions relating to the demand for financial "goods"
and services.

The selection of a depository for demand deposit accounts by in-
dividuals or households is usually based to some extent on convenience:
Many bank patrons maintain personal checking accounts in or near areas
where they work, live or shop. Conversely, they tend to "shop" for in-
stitutions in which they maintain time deposits and from which they
obtain loans. In these latter cases, "price" or interest rates often
are the determining factors. Thus, need for banks and banking services
may arise when: (a) no bank is available within a reasonable distance,
(b) consumers believe that existing banks within a reasonable distance
do not offer the services for which they were chartered, (c) some portion
of a community is of the opinion that additional facilities are needed
to augment those in existence or (d) consumers desire some service that
was not envisioned when existing banks were chartered (e.g., trust ser-

vices) and thus are not allowed to provide.
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To date, a number of attempts have been made to establish guide-
lines which will define the need for purveyors of goods and services.
In the case of most retail, wholesale and service establishments, con-
ventional marketing research techniques will establish the need and thus,
the probability of successful operation of a given type of provider.
Management and ownership then reach a decision concerning need based on
the extent to which society will support the concern. If the results of
the research indicate that the concern will prove profitable, need is
implied and the operation will be established. In the case of those pro-
viders of goods and services supervised by government agencies, the con-
cerned regulatory board will determine need in some fashion usually based
on population density and economic activity and intensity of competition
and will also franchise a particular supplier to serve that market. This
latter situation involves both financial institutions as well as suppliers

of utilities.

Attempts to Determine Need

While the definition of need for certain goods and services--
particularly those adapted to and provided by private enterprise whose
operations and establishment are not directly controlled by government--
seems to be provided by formal and/or informal marketing research, little
additional discussion need be given that area of service to society.
However, lack of standard definitions and perceptions among the various
governmental regulatory authorities with respect to need for such require-
ments as banking services suggests that a method for determining need--

either implicitly or explicitly--for these services is a matter of some
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The regulations under which national and many state bank charter- ’
granting agencies operate mention that "need for" a bank in a given
locale is one of several criteria they will consider in deciding on the
merits of a charter application in that location. The extent to which
criteria for defining what constitutes need have been established varies
widely among the various agencies. Where they exist, appellate bodies
{in many instances, courts of law) to these chartering agencies have
been a little more specific in their definicions of need. Some appellate
decisions have given their opinicns on what need is not, but have not
constructively defined need. Therefore, a standard and accepted legal,
or even quasi-~legal, definition of need for new bank services is not
apparently universally available. Moreover, the degree to which market-
ing concepts and definitions of need are given weight by the regulatory
bodies or appellate bodies when reaching a decision is not always appar-
ent, Possibly the only standard for need which is widely used arises in
the case where there is no bank in a community. In that instance, need

for such facilities implicitly exists.

Burpose

Banks are regulated by society both to insure the customers safety
of funds deposited with them and to provide potential customers, as
nearly as possible, optimal access to financial services. Both of these
objectives are not only desirable in and of themselves, they are also
prerequisites for the efficient operation of our economic system. With-
out an adequate definition of 'need,” the second objective--optimal
access~~is achieved more through chance than through design.

The purpose of this study is to attempt to provide both a
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definition of what constitutes need for financial services and to suggest

possible research methodologies for measuring need in a community.

The Research Problem

The pivotal role of banks in a free market economy resulted im
the creation of both a formal process and a set of rigid requirements
for the chartering of bank offices, Every state has passed laws regulat-
ing the issuance of bank charters. These laws reflect the beliefs of
the state's legislative body as to the conditions under which a bank
should be established. In addition, the United States Comptroller of
the Currency, who is also the administrator of national banks, operates
under a set of requirement: sstablished by the National Banking Act of
1932 (Title 12 USC 36) which must be met if a national bank charter is
to be granted. The existence of fifty state banking codes and a National
Banking Act suggests the first research problem: '"To what extent do
state banking codes and national bank chartering regulations recognize
'need' as a criterion for granting bank charters?"

The first research problem has yet another facet: "How do the
definitions of 'need' for new banking facilities relate to 'demand' for
goods and services in the marketing concept?” This, in effect, asks the
question: Have state and national regulatory agencies viewed the grant-
ing of bank charters from a marketing perspective or purely from a posi-
tion of social protection?

Ancillary to this problem is a second topic of investigation:

"If need is recognized as a criterion for chartering, is a definition of
'need' provided? Moreover, if defined, how do these definitions of 'need'

compare and conirast?"




8
The second research problem deals with two factors: (1) how is
"need" for new banks defined and determined and (2) is it possible to
develop both empirical and qualitative methods for determining the degree
of "need" (or demand) for banking services which are also applicable to
other types of goods and services? In short, can bank market demand
models (with some modification) be readily adapted to the solution of

problems of other types of "needs?"

Sources of Information

Literature in the area of consumer needs as these relate to ser-
vices will be explored. This literature will include not- only standard
works in the area of actual and perceived wants and marketing research,
but will also encompass texts and papers on the subject of consumer be-
havior and social psychology.

Documents, work papers and tabulations accumulated during the
conduct of more than thirty bank location studies will also provide back-
g{Pund material for this study. Of particular importance will be his-
tories of charter applications and approvals, comparisons of bank study
results with actual experiences of new bank charters and Federal Deposit
Insurance Corporation reports.

Federal banking codes and banking regulations in twelve unit
banking states will be examined and compared to determine the extent to
which need is a consideration in the bank chartering procedure and, as
such, is legally and clearly defined. Unit banking states are chosen
because the authorization of individual banks (as opposed to authorizing
branches of existing banks) involves greater amounts of capital and so

should call for more precise definitions of need and thus for additional
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study and deliberation. Implicitly, then, banking codes and regulations

in these states should be more explicit, rigid, precise and thorough.

Linitations
The scope of this study is subiect to a number of limitations:

1. The methods for evaluating the feasibility of new banks during
the course of this study will be applicable only in unit banking
states.

2. Data to test the methods came exclusively from Oklahoma City;
application of these techniques to other communities will require
some modification. -

3. Only the banking codes of unit banking states were analyzed.

Analytical Procedures

This study first reviews "need" in its various perceptions.
Next, state banking codes from unit banking states are examined in an
effort both to determine the extent to which "need" is a criterion for
considering bank charters, and to determine the definitions of "need"
set forth in the various codes. These definitions of "need" are com~
pared with "demand" from the marketing viewpoint.

Three methods for determining need for new banking facilities
will be tested against the opcrating experience of a new bank in Okla-
homa City in 1970. This test will utilize data collected in 1970 and
1971 and will determine the extent to which a new bank met the expecta-
tions developed by each method and thus met one or more criteria of
"need." Finally, these methods werc applied to a supermarket also loca-
ted in the Oklahoma City area to determine the extent to which such

methods apply to other types of consumer-oriented establishments.
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Definition of Terms

Throughout this study certain terms are used frequently. For
ease in understanding the study and for the preservation of the continu-

ity of meaning, the following definitions are offered.

Bank

A financial institution which accepts both demand and time de~
posits, provides loans of several types including personal, installment,
commercial and real estate. These institutions are assumed to be cor-
porate entities chartered either under the laws and regulations of the
state in which they operate or associations operating under the national
banking laws and codes. The banks studied and described herein exclude
mutual savings banks, savings and loan associations, trust companies and
any other financial institutions not included under the category of
"commercial banks" as shown in Federal Deposit Insurance Corporation

annual reports.

Bank Charter
The official certificate authorizing the organization and opera-
tion of a commercial bank. Bank charters may be issued by state regula-

tory agencies or by the Comptroller of the Currency.

Bank Market Area
That area from which a bank obtains at least 75 percent of its
deposit customers. This area will vary in size with population density,
competition and accessibility to residents and businesses. Less con-

ventionally, this area is sometimes called the "bank service area."
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Competing Banks
Existing commercial banks which also draw a significant level
of patronage from the market area served by another commercial bank or
to be served by a proposed new bank. Competing banks may be in peri-
pheral areas to the subject bank market area ot may be located within

-

that area.

National Bank
A commercial bank chartered by the U.S. Comptroller of the Cur-
rency under the National Banking Code. National banks will always have

"national association"

the term "national” in their title or the term
following their title, viz., Fidelity Bank, National Association (or

N.A.).

Organizers.
Those persons providing the initial capital unecessary to estab-
lish a new bank. These persons are signatory to the charter application,
are initial stockholders and share the costs incident to the formulation

and submission of a bank charter application.

State Bank
A commercial bank chartered under state codes and regulationms.

State banks may not use the terms "national" or "federal" in their titles.

State Banking Codes
The regulations and laws governing the chartering, operation and
location of state chartered banks. These codes and regulations are usu-
ally administered by a state agency head usually with guidance from a

board or commission.
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Organization of the Study

Pertinent works on needs, wants and consumer behavior, and mar-
ket demand models are examined in Chapter II. A description of the
methodology used in the study appears in Chapter III and existing state
banking laws in twelve unit banking states as well as thenational bank-
ing code are reviewed and analyzed in Chapter IV. Chapter IV also in-
cludes a comparison of the requirements for obtaining bank chaters with
the practices commonly employed in granting other types of retail and
service establishment franchises. The changes in banking structures of
the twelve unit banking states since 1970 and a comparison of these
changes with variations in the economic structure of theseé states are
discussed in Chapter V. Three methods for constructing bank demand
models and tests of the resultant models using information obtained in Okla-
homa City are explored in Chapter VI. An application of these models
to a particular type of retailing operation is also shown in Chapter VI.
The results and findings of this study are summarized in Chapter VII.
Appendices of material relevant to this study and a bibliography conclude

this study.




CHAPTER 1II
AN EXAMINATION AND ASSESSMENT OF EXISTING MATERIAL

Three principal areas of knowledge are pertinent to this disser-
tation and will be examined in this section: First, because the estab-
lishment of any business is, at least theoretically, dependent upon
"need", the subject of "need" will be described and explored from a psy-
chological viewpoint, and will be related to the various aspects of
business establishment. WNext, "nced" will be examined from a marketing
viewpoint. Both the psychological and the marketing viewpoints will
then be Integrated and related to the founding of a business enterprise.
Finally, the existing tecﬁniques used to translate "need" into business
location and economic feasibility decisions will be evaluated. Methods
for and rationales of expressing "need" in quantitative terms for use in

these techniques will also be reviewed.

The Psychological Definitions of Need

One classic source of information relative to "need" and motiva-
tion is the work of A. H. Maslow.1 Maslow developed a "need hierarchy"
as shown in Figure 1.

It should be noted that these needs are order in a hierarchy

1A. Maslow, "A Theory of Human Motivation," Psychological Review,
50 (July 1943): 370-396.

13
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FIGURE 1

Maslow's Hierarchy of Needs

Self Actualization
Esteem
Belongingness
Safety and Security

// Physiological: food, air, shelter §§

Source: Don Hellreigel, and J. W. Slocum, Jr., (eds.) Organiza-
tional Behavior, Contingency Views (New York: West Publishing Co.,
1976), 252.

ranging from the most basic needs, i.e., those required fér survival, to
the highest which are those required for an individual or group to rea-
lize their full potential. Obviously, individuals will satisfy the more
basic needs before needs of lesser importance are recognized.

The need hierarchy developed by Maslow suggests a high degree of
interdependence and interrelationship between each need category. This
is to say that a complete satisfaction of one type of need leads to the
recognition of the next higher order to need. The term "complete satis-
faction" deserves further comment. As employed by Maslow, "complete
satisfaction" means long term or established satisfaction of a need.

For example, a person driven by hunger to actively seek food is not
completely satisfied merely with a full stomach. Rather, he only becomes
completely satisfied once his hunger is appeased; he has located a regu-
lar source of food and developed a means for exploiting that source on

a frequent and "as-needed” basis. Once this complete satisfaction has
been achieved, the person's attention is then directed to higher needs

such as safety, belongingness, etc.
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It is equally true that the need hierarchy is not fixed. This
is to say that not every person has the same need priorities. Severally,
physiological (or life sustaining) needs are basic to all but once these
needs are completely satisfied, priorities of the remaining categories
may vary by individual. For example, the more daring person with an
inflated ego may consider "esteem" or status more important to his per-
ceived life ctyle than safety. One example of this type of individual
is exemplified by drivers of racing cars. However, it is usually true
that the individual will expend more effort and be more highly motivated
to completely satisfy the more basic of two needs. In other words he
will want the most basic needs.

Maslow indicates that needs are largely unconscious and become
wants only when they are recognized by the individual. At the time needs
become wants, the individual is then motivated to seek satisfaction.
Physiological needs, being the most basic, are usually recognized first

and thus become wants before those needs which are less basic.

Needs of Individuals

Historically, entrepreneurs have established businesses to sat-
isfy all of the five categories of needs identified by Maslow. Food
stores satisfy physiological needs essentially, but may also help fill
the need for esteem and self actualization by converting these latter
needs to wants through advertising. These esteem.and self actualization
need satisfactions may come about for example, as a result of purchasing
more expensive cuts of meat or exotic foods in lieu of the cheaper cuts
or more basic commodities necessary to meet basic physiclogical require-

ments.
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The same argument presented for food can be applied to clothing
stores and residential builders. In these instances, both need for
esteem and self actualization can be partially satisfied by "trading up"
from the level of expenditure required to meet simple, physiological
need satisfaction. These latter needs become recognized as wants ounly
after more basic physiological and safety needs are met,.

The establishment of a bank, however, requires deeper probing
into reed definition and criteria. Man as an individual does not re-
quire a bank for survival, yet banking facilities do provide satsifaction
of both safety and security needs for those utilizing the bank as a de-
pository. Some measure of security is also offered society in general
by the use of banks as depositories for public funds. However, this
satisfaction of the need for security is less direct than the security
afforded individual depositors.

Banks tend to satisfy other individual needs as well. To some
ethnic and cultural groups, the bank represents a "club" which one can
join by becoming a patron of a bank.2 In such a case the bank, besides
offering the security and safety desired for protecting funds, also
represents a means for satisfying a need to belong.

For the more ambitious individual, the bank represents one ve-
hicle for acquiring some satisfaction of the need for self esteem. In

many instances, the name, location and/or size of a bank are, in them-

3 .
selves, attractions to some customers.  The image perceived by

2 i '
A. G. Homan and N. J. Dikeman, Jr., "The Image of the First State

Bank and Trust Company of Oklahoma City," an unpublished report, Bureau
of Business and Economic Research, University of Oklahoma, 1970.

3The Feasibility of a New Bank in Nichols Hills, an unpublished
report, Business Research Center, Oklahoma City University, 1972,
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customers of banks due to size, location or name is that they are members
of an elite clintele and thus have their needs for safety, belonging
and esteem safisfied by one institution. This is closely akin to the
patronization of exclusive clothing stores where both the physiological
and esteem needs may be satisfied simultaneously.

Finally, banks provide the means for satisfying the need for
self actualization in those instances where access to money, in the form
of loans, is required to satisfy these needs. Those persons motivated
to acquire material assets to achieve the goal of self actualization
often rely on funds borrowed from the bank. In fact, many personal for-
tunes have been founded (and personal self actualization achieved)

through the use of bank loans.

Needs of Organizations

Thus far, only the needs and need satisfactions of individuals
have been discussed. The treatment of needs, however, would not be com-
plete without also examining institutional needs and the role of banks
in satisfying them.

Although institutions are social structures designed to organize
the efforts of individuals to provide the mechanisms necessary to satis-.
faction of needs and thus draw their origins, purposes and existence
from individuals, they nevertheless have a life expectancy that tran-
scends any individual or group of individuals involved in their operation:ﬁ
This suggests that while an institution consists of individuals, its op-

eration and existence is independent of specific individuals and it

4D. Katz and R. Kahn, The Social Psychology of Organizations (New
York: John Wiley & Sons, 1966), pp. 30-70.
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therefore has certain needs which must be satisfied if it is to remain
viable.

As was the case with individuals, Maslow's hierarchy of needs is
widely used in the study of organlzational needs.5 It can be said, then,
that organizations have physiological needs (although not in the same
context as individuals), needs for safety, belonging, esteem, and self
actualization. The physiological needs of the organization include its
resources, the capabilities for transforming those resources into need
satisfying prodﬁcts, and a market for the products. Each of these re-
quirements is a basic managerial concern for any institution. A defi-
ciency in any area will impair the ability of the institution to functionm.
Institutional management concerns itself primarily with the extent to
which the needs of an organization's human resources are satisfied; its
interest in the remaining resources is focused on the presence of each
resource and the quality and quantity of those resources.6

Some organizational needs must be satisfied internally. For ex-
ample, most organizations are responsible for acquiring and training a
labor force, developing markets, creating income sufficient to satisfy
both operating needs and needs for physical facilities and equipment.
Facility construction and equipment are usually provided by the organi-
zation from external sources, guided by the needs and desires of the in-
stitution.

A bank's role in satisfying the physiological needs of an

5D. Hellreigel and J. W. Slocum, Jr., Organizational Behavior,
Contingency Views (New York: West Publishing Co., 1976), pp. 251-289.

6rbid.
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organization are two-fold: (a) provide capital for buildings, equipment
and inventory and (b) provide funds for operation. Banks perform these
services through their loan departments and deposit services. Bank loans
for capital investments are long term in nature, and may be used by an
organization to finance all or some of plant and equipment acquisition.
Shorter term bank loans may be used to purchase inventory or to tempo-
rarily finance operating costs. The deposit function of a bank provides
an organization with a means for aggregating and controlling those sums
of money accruing from daily operations necessary to conduct business,
retire debts, acquire other facilities and accumulate profits. Thus, a
bank plays an important, if not essential, role in the life and survival
of a modern institution by providing a means for satisfying a major por-
tion of its physiological needs.

An organization also has a need for safety and security. This
need includes both safeguarding its physical and human resources and the
security of its financial resources. The safety of the organization's
physical property is usually provided by public agencies which may be
augmented by internal arrangements (viz. security alarms, private police
or watchmen).

The organization, if it is of any size, must, however, rely on
outside sources for the security of its financial resources. Most often
this service is provided by the banking system,

A bank's role in satisfying the organization's need for belonging
and esteem is less clearly defined than in the case of either physiolo-
gical or safety need satisfaction. In some instances, newly formed or-

ganizations may select a specific bank as its financial representative
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because of the contacts with other businesses which may be available
through that bank or because of the regional or national reputation of
that bank.7

A bank may play an important role in the satisfaction of the self
actualization needs of the organization. This need satisfaction role
can be accomplished by the lending policies of the bank which provide
the funds necessary to expand or otherwise enhance the organizationm.
Many major organizations today rely heavily on bank loans for plant ex-
pansion, plant modernization, market expansion and corporate diversifi-
cation, all of which are indicators of attempts by organizations to

achieve self actualization.

Other Factors

Recent studies of new banks and the rationale for their establish-
ment found that the most important factor in the choice of banks among
individuals is "convenience of 1ocation."8 The categorization of "con-
venience" as a need is somewhat subjective but appears to be classifiable
both as a physiological and a safety need. The logic for characterizing
convenience as physiological need comes from the time requirements im-
posed on some individuals to fulfill their physiological needs. For
example, a person holding a job some distance from home may not have the
time required to conduct banking activities unless banks are convenient

either to home or work. This individual is likely to choose either a

7Verbal communication to the author by Mr. R. L. Burns, Executive
Vice President, Lakewood Bank and Trust, Dallas, Texas, 14 June 1969.

8A. J. Yeats, E. D. Irons, and S. Rhodes, "An Analysis of New
York Bank Growth," Journal of Business, 45 (April 1975), pp. 199-203.
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bank near home or work, or to forego the use of banks in order to pro-
vide the time necessary to earn income. Since the need for safety (in
this case, the safeguarding of his funds) is a motivator, a person with
appreciable assets will usually elect the former option so long as the
time required to patronize a bank does not unduely restrict their ability .
to fulfill other physiological and/or safety needs. In addition, con~
venience implies overtones of safety, since the less distance a person
must travel to a bank, the less they are exposed to the possibility of
loss. This latter consideration is becoming less important in areas
where employers (and even the Social Security Administration) offer pay-
roll deposit services.9

Convenience, when applied to the needs of organizations, becomes
less a factor insofar as banking is concerned except for those enterprises
with large daily cash receipts and only minimal in-store security facili-
ties. Here, safety is the over-riding need represented by convenience
since the organization's main concern is to place these large amounts of
money in a secure depository with minimal exposure to external dangers
and expenditure of time.

There are other banking services which are offered to satisfy
organizational needs. The factoring of accounts receivable by banks, for
example, provides a means for maintaining the level of cash ﬁeeded by an
organization for daily operations. Additional services such as "floor-
planning" (i.e., inventory loans), and night depositories, also extend

the operating capabilities and increase the security of organizatioms,

9w. T. Anderson, E. P. Cox, and D. G. Fulcher, "Bank Selection
Decisions and Market Segmentation," Journal of Marketing, 40 (January
1976). pp. 40~46.
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both of which are recognized needs.

The Marketing View of Need

As a general practice, marketing goals include the translation
of psychological needs into wants by making the consumer aware of these
needs. Marketing practices and policies then provide goods and services
designed to satisfy the wants created by the basic human needs. In the
marketing arena, it is generally recognized that "needs" are abundant
but that "wants" tend to be lacking.10 The role of the marketing mana-
ger, then, is to make the consumer aware of his needs and thus create
wants. This suggests then that wants are created by needs.11 To accom-
plish this transformation, the marketer relies to some extent on adver-
tising, which is not a subject of this paper, but deserves mention as
one mode of transforming needs to wants and thus to demand.

Needs, especially when recognized and transformed into "wants"
(or demand), become motives for acquiring those goods and services neces—
sary to their satisfaction.12 In an effort to analyze the motivations
of consumers, researchers in the field of consumer behavior have isolated

six motivating factors that are believed to affect consumer behavior.

These factors are: (a) ego-related, (b) status-related, (c) emotional,

10Wroe Alderson, Marketing Behavior and Executive Action (Homewood:

Irwin Press, 1957), pp. 280ff.

llWants can also be created by informing consumers that needs long
recognized but unsatisfied can be satisfied through new activities such
as credit purchases, new products, ete.

12B. Berelson, and G. Steiner, Human Behavior (New York: Harcourt,
Brace and World Co., 1964), pp. 13-18.
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(d) rational, (e) patronage.13 The first four of these factors usually
tend to govern the selection of products, or brands of products, while
the fifth relates more directly to store selection. Since, however, the
products (services) "sold" by banks are non differentiable, all motivat-
ing factors tend to bear on both the selection of bank services desired
as well as on the selection of the bank itself.

John Kenneth Galbraith takes some issue with certain aspects of
the marketing function particularly in the translation of "needs" to
wants.lé Galbraith's thesis in this regard is that advertising and
salesmanship--two principal marketing tools--have as their central func-
tion the creation of desires. In effect this thesis suggests that ad-
vertising and salesmanship are designed to assist the consumer in
recognizing needs, thereby creating wants and desires. Galbraith carries
this further when he states that "when needs must be actively translated
into wants, desires and demand, these needs are not urgent." 1In other
words, "the competitive manipulation of consumer desire is only possible

when such need is not strongly felt."

Ego Related Motives
In essence, ego related motives deal with the consumer's self
interest, his desire for an improved self image and ultimately a desire

for status.15 Implicitly these forms of motivation relate closely to

13D. J. Schwartz, Marketing Today: A Basic Approach (New York:
Harcourt, Brace, Jovanovich, Inc., 1973), pp. 142-181.

14John K. Galbraith, The Affluent Society (Boston: Houghton
Mifflin Co., 1969), p. 138ff.

L5114,
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the psychological needs of esteem and to a lesser degree, self actuali-
zation.

The ego related motive infers that the individual--whether a
consumer of goods or services--is motivated to follow a course of action
which enhances his self-conception, thereby sustaining his ego. For
this reason, a person might choose a bank which occupies the more osten-
tatiocus building or a bank with the more impressive title in an effort
to satisfy his ego-related needs. Studies of bank images in Oklahoma
reflected that, in some instances, even the changing of a bank title
(i.e., from "State" to "National”) lent an aura of greater security and
status to a bank. This "simple" change caused the bank to become more
acceptable to some individuals.l6 The location of a bank in prestigious
neighborhoods of a city (such as Quail Creek and Nichols Hills in Okla-
homa City) may increase the ego-building benefits which may accrue to
customers who become patrons.

In some situations, the individual may be ego motivated to bef
come a customer of the smallest bank knowing or believing that he is more

likely to be viewed as an "important customer,”

and thus will probably
receive more consideration than were he a customer of a larger or more
prestigious bank. He may also prefer the smaller bank on an ego basis
because of the greater amount of personal service he can receive.

In some cases, the ego-need may motivate the individual to become

a part of bank ownership either through the purchase of stock or through

the organization of a new banking facility.

16"The Feasibility of Changing the Name of a Bank in Oklahoma
City," an unpublished report, Bureau of Business Research, University of
Oklahoma, 1960.

"
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Status-Related Motives

Status-related motives of individuals are closely akin to ego-
related motives in that as one achieves status, he may tend to improve
his self image. However, the need for status and recognition extends
to the external environment whereas the ego motives tend to be iaternal.
Job promotions, brand choices of such symbols of success as clothing
and automobiles, and club memberships, are important indicators of sta-
tus and thus may become the goals of behavior undertaken because of
this motivation.l7 When motivated by this form of psychological need,

a person may select a bank on the basis of its size and influence in

the community, as well as for its name and location. While the indivi-
dual's inner ego may be quietly satisfied by being able to present checks
on banks located in prestigious areas, his status needs may be better
met by being publicly and actively associated with the largest bank in
the area.

As was the case with ego-related factors, status-related factors
may motivate the individual to acquire stock in a bank, possibly enoﬁgh
so that the individual is asked to be a director of that bank. This
would give public notice of his active interest and involvement in the
financial affairs of the community.

Organizations take a somewhat different course in satisfying
their status-related needs with regard to banking. Most organizations
perceive a status advantage (in addition to other advantages) in select-

ing a large nationally chartered bank as the depository for their

17D. J. Schwartz, Marketing Today: A Basic Approach, p. 144.
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funds. Such a decision may be perceived as an indication of sound
management both locally and throughout the organization's area of influ-

ences.

Emotional Motives

Individuals are more prone to be susceptible to emotional motives
in their buying or selection of stores than are organizations because
emotional motives are more clearly related to psychological drives than
to physiological needs. Some of the more common emotion-related motives
are the care of loved ones; to be "different" from one's peer group in a
way that creates admiration; to win social acceptance; to be superior;
to provide safety (thus overcoming fear) or to follow a leader.19 There
are, of course, other selection motives which are emotional in nature
but those listed tend to relate more closely to Maslow's hierarchy and
to what research has shown to be individuals' criteria for selecting
banks.

The care of loved ones compares closely with Maslow's concept of
safety in both the selection of a particular bank and in the specific
banking services consumed (and fair degres of use). Other things being
equal, a strong desire to protect loved ones leads an individual to the
selection of the strongest (i.e., usually the largest in terms of
assets) bank available to him. In addition, as this motive increases in

intensity, it will cause the individual to place a greater proportion

18D. C. Motter, "Bank Formation and the Public Interest,” Na-

tional Banking Review, 2, United States Treasury Department (March 1965),
pPP. 299-304.

19

D. J. Schwartz, Marketing Today: A Basic Approach, p. l44.
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of his assets in savings accounts or other secure, money-earning invest-
ments to provide for his loved ones in times of emergency. It can also
lead to individuals' use of such additional safety services as safety
deposit boxes to protect papers, documents and other valuables.

The emotional motive to be "different" from one's peer group may,
at times, conflict with other emotional motives. This conflict may be
extensive enough either to subvert other, conflicting, emotional motives
or to cause this motive to be subverted. 1In any case, this desire to be
different can result in the selection of a bank not patronized by others
in his peer group so as to establish the individual as "being equal to
but different from" the group. This desire can be exemplified more
clearly in the purchase of goods such as automobiles, where the indivi-
dual can purchase a product of equal (or higher) price but of a different
brand than his peers, and command attention because "he dared to be dif-
ferent."

In some stages the emotional desire to win social acceptance may
conflict with the individual's desire to be different, while at other
times, this motive can reduce or enhance social acceptance. If, for
example, the bank selected by the individual in his effort to be differ-
ent has been touched by scandal, or has taken an unpopular political
posture, or is not viewed with favor for some other reason by the peer
group, the individual selecting the bank may lose some of his social
acceptance. In fact, such a selection could jeopardize the security (in
a social context) sought for loved ones. This eventuality compares
closely with the individual who purchased an Edsel to be different. The

withdrawal of that product from themarket signaled its lack of acceptance



and, owners of Edsels {for a short time at least) were the subject of
numerous types of humor. If, however, the bank selected by the indivi-
dual in his desire to be different has developed and maintained a desir-
able public image, it can provide social acceptance to the individual
using it and enhance his desired image.

Since the emotional desire for social acceptance is closely re-
lated to psychological needs for belonging and esteem, it can be a more
pervasive motive for selecting a bank than the need to be perceived as
being "different." Thus, the individual will usually attempt--if he
desires to be different--to select a bank which, although different from
that selected by a peer group is a least equal in social acceptance to
those patronized by the group from which he seeks positive recognition.

The desire to be perceived as "superior" relates closely to the
psychological need for esteem. This desire motivates the individual to
be "the best" in some area of his social and/or economic life.20 Many
satisfy this motive by purchasing the largest or most expensive products,
by engaging in expensive or exotic hobbies such as collecting antiques,
by patronizing the most exclusive clubs or shops, or by developing an
image of being patrons of the arts. In the selection of banking facili-
ties, the desire to be superior leads the individual to choosing the
largest or most pretentious bank as his depository and source of banking
services. The importance of this motive--or, more correctly, bankers'
perception of its importance--can be seen in the continual attempts of

banks to upgrade their physical facilities and increase their assets

20D. J. Schwartz, Marketing Today: A Basic Approach, p. l44.
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and/or deposits, particularly in areas where there is significant banking
competition.

The need to overcome fear relates (implicitly) to the psychologi-
cal need for safety, and thus is also a strong buying or store selection
motive. In the case of bank selection, the role of motive has been some-
what reduced by the requirement that each bank be a member of the Federal
Deposit Insurance Corporation. There is still, however, a tendency for
many individuals to select banks with larger asset balances in an effort
to mitigate their fear of losing their deposits through a bank failure.
The need to eliminate, or overcome, fear plays a strong role among mem-
bers of society in the use or non-use of banks, Most individuals today
become customers of banks to overcome the fear of losing deposits and,
in turn, select the particular bank they will do business with on some
other motive or basis. Conversely, there remains within our society a
small group, usually consisting of older persons, who mistrust all banks
because of earlier losses suffered by bank failure before the insurance
of deposits. In this case, the need to overcome fear results in the re-
jection of banks as a depository of funds.21

Leadership is an essential ingredient in the developmental pro-
cesses of any society. Certainly, the need to be led, felt by some, is
a strong motive in the buying and/or selection process. In the bank
selection process, this motive can cause an individual to select the
bank which has leading members of the community on its board of directors

or as its principal depositors. Such a selection not omnly provides the

21N. J. Dikeman, Jr., The Image of the May Avenue Bank and Trust
Company, an unpublished report, The Bureau of Business and Economic Re-
search, University of Oklahoma, 1972,
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individual with a feeling of safety but also a sense of belonging and,
indirectly, esteem.

The foregoing discussions of the emotional motives of product
or bank selection have omitted mention of the effect of emotional mo-
tives on organizational or institutional behavior. Purportedly (and
often mistakenly) organizational behavior is attributed to actions of
the "head and not the heart®--i.e., the organization is presumed to be
without emotionm.

While it may be true that organizational decisions are more ra-
tional than those of individuals, it is also true that organizations are
owned and managed by individuals and thus the emotions of managers do
play a part in many organizational decisions.22 Probably the emotional
motives of care for loved ones (if translated to care for stock holders),
survival of the firm, superiority, following a leader and conquering
fear are the most powerful of these types of motives in an organizational
sense, The emotional impulses which trigger decisions based on these
motives are most generally defensive in nature, and in some cases, stem
from needs so dgep that the individual making the decision is unaware
of their existence.23

Care for stockholders which, in essence, means concern for the
preservation of owner's equity, is of paramount concern in most organi-
zational decisions. This consideration leads management to the selec-

tion of a bank which can provide maximum safety for assets, while still

22D. Katz and R. Kahn, The Social Psychology of Organizations

(New York: John Wiley and Sons, 1966), pp. 94-102.

23Ibid.
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supplying other services required by the organization.

Many organizations, like individuals, strive for some form of
superiority (i.e., largest share of the market, highest sales, largest
profit margin, etc.). Superiority in this sense is elosely akin to the
need for esteem felt by the individual. In striving for superiority,
the organization may select a bank which itself claims a form of superi-
ority (largest capital structure, largest depository, etc.) and in so
doing also satisfies its perceived need for safety and security.

‘ The need for leadership in the selection of a bank by an qrgani-
zation may apply to the smaller or newer organization but may alsq apply
to the larger organization. Once again a need on the part of management
for guidance and leadership is often the triggering mechanism to "follow-
ing a leader." The bank selected on the basis of this motive tends to.
have the same characteristics as those banks selected for safety and su-
periority. In this instance an emotional motive tends to reinforce de-
cisions reached on other bases.,

0f the emotional motives guiding organizational behavior, the
extent to which conquering fear (or need for safety) is important is in-
versely related to the economic size of the organization. The small or-
ganization with limited resources is likely to seek the strongest,
safest depository for its funds if that depository can (and is willing
to) provide the other financial services needed by the organization, such
as financial counseling, inventory loans, etc. Conversely, the larger
organization may react to this motive by utilizing several banks of
varying size both as a hedge against loss, as’; form of leverage, and
to maximize the number and geographic scopé of banking services to which

it has access.
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Rational Motives

Motives for selecting products or providers of services which
are based on logical considerations of economic or social consequences
are termed "rational" motives. Appeals to rational motives are usually
phrased in such terms as "quality," "guaranteed," or "economical." The
three motives related closely to man's ability to reach logical conclu-
sions are economy, efficiency and dependability.ZA

Economic motives {or the search for economy) may justify select-
ing low priced goods, or, in other cases, selecting the highest priced
goods. In the selection of routinely purchased products, such as gro-
ceries, lower prices tend to be more important to the purchaser than
brand or store. In higher priced goods, such as apparel, furniture and
automobiles, some compromises must often be reached between purchase
price and style, comfort, appearance and brand. Frequently trade-offs
must be made between price, and the attributes of the product most impor-
tant to the consumer. Here, as in other decisions, emotional motives
tend to temper or condition the more rational motive of economy.

Economic motives are probably stronger in organizational and in-
stituticunal decisions than in individual decisions. Since profits are
of great importance to the firm, purchase of goods and services by the
firm are implicitly more conditioned by economic motives than with the
average individual.

A bank has been described by some as a financial department store

which serves both the "convenience" and the "shopping" aspects of

24
pp. 120,

D. Katz and R. Kahn, The Social Psychology of Organizationms,
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25 .
' needs. The convenience services are those services which

consumers
are performed by the bank routinely at some minimum charge, such as de-
mand deposit accounts, provision of safety deposit boxes, drive-in and
night depository services, to mention just a few. Often, the individual
bank customer will select the bank most convenient to him for these ser-
vices so long as service charges are not appreciably higher than those
of less convenient banks. This type of bank shopping is performed much
as the consumer shops for staples. However, the consumer, in his search
for economy, will select those banks in which to place his savings ac-
counts or from which to obtain loans that either maximize the return on
his investment or minimize his loan costs. This requires "shopping" for
terms much in the same manner that the consumer shops for high priced
items in his product purchasing activities.

The organization, as noted above, is highly motivated by its de~-
sire for economy, however, in some cases its definition of economy dif-
fers from that of the individual. Most successful organizations generally
maintain demand deposit balances well in excess of levels below which
bank service charges are assessed, and thus are not concerned with this
type of cost. Some economy motives which are important to the organiza~-
tion include relative costs of having certain accounting functions per-
formed for the organization by the bank; costs of long term financing;
and brokerage costs and discount rates on installment paper and inven-
tory financing rates. As discussed earlier, the economic motivation to
optimize these costs and benefits may be conditioned by other motives,

emotional and rational, but in most cases, the economic motivation will

2 ,
'SA. J. Yeats, E. 0. Irons, and S. A. Rhoades, "An Analysis of New
Bank Growth,"Journal of Business, University of Chicago, 48 (April 1975),

p. 201.
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tend to be most influential in the organization's decision process.

Efficiency is also a particularly strong rational motive for
selecting products and services. One of the basic thrusts of our society
has been to find better (less time consuming) methods for accomplishing
work. This desire for efficiency has led to "wash and wear" fabrics,
automatic dish and clothes washers, automatic garage door openers and
a host of other similar conveniences. This same desire for efficiency
has also impacted banks, although it has only been within the past de-
cade that they have begun to react to this motive on a broad scale.

The consumer, in seeking efficiency from a bank, looks first at
the frequency and accuracy of its deposit reports (i.e., customer's
statements). The more frequent the statement (and the more accurate)
the less time the customer must spend in balancing his own financial
records. The general perception of many urban Oklahoma bank customers
today is that banks which utilize computers in their day-to-day opera-
tions are more efficient than those which rely on older methods of post-
ing account:s.26

Another area of bank operation upon which individuals base their
perceptions of bank efficiency is in the speed with which banks negoti-
ate personal loans, and open deposit accounts. Slow service in either
of these activities suggests inefficiency, indecision, or both, on the

part of the bank.27

26N. J. Dikeman, Jr., The Image of the May Avenue Bank and Trust
Company, an unpublished report, Bureau for Business and Economic Research,
University of Oklahoma, 1971.

27Ibid.
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The organization also seeks

o®

fficiency in the banking services
it uses in much the same way as individuals. The services and reports
provided by the bank should be timely and accurate, and its decisions
prompt and reasonable.

Dependability of both product and service is important to the
consumer but often less so--especially in product selection--than other
rational or emotional motives. The tendency of other motives to be
stronger than dependability is evidenced by the fact that some of the
finest automobiles ever sold in the United States are no longer offered
either because the styling and appearance were not acceptable, as was
the case with the Packard automobile, or because they were not consid-
ered as economical to operate as competiters, which was the case with
the Stutz.

In the selection of a bank, dependability is an important con-
'sideration, especially among older consumers who experienced bank clos-
ings during the 1929-1935 era. The perception regarding the dependability
of a bank is that it will provide a secure repository for the customers'
funds, that it will maintain accounts accurately and that, in time of
need, the bank can be counted on as a source of funds. These views are
probably common both to the individual and to the organization, although

little can be found in published works to substantiate this thesis.

Patronage Motives
Emotional and rational motives tend to explain directly why con-
sumers select specific products and indirectly suggest why a store was
chosen., The selection of a specific product frequently dictates the

store from which it is purchased. In the case of banking services which
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offer a non-differentiable product and are tightly controlled by regu-
latory agencies (to the point that they become oligopolistic in nature),
emotional and rational motivations effectively dictate the bank to be
selected. In large communities, where there may be some choice among banks
with equivalent emotional and rational attributes, a third set of motives
come into play. These motives deal with patronage and include price,
location, quality, service, integrity, variety, and competent personnel.
These same motives also condition the selection of stores from which pro-
ducts are purchased.

Price motives are probably the strongest of the patronage motives
and are related directly to the rational "economy" motive noted earlier.28
In some social strata, price and economy are synonomous. Therefore, por-
tions of society select certain stores because they are perceived to be
consistently lower in price than are competitors. This motive has helped
the growth of the discount store within our distribution structure but
has had a lesser impact on financial institutions, with the exception of
price as it relates to the interest costs of installment loans. In this
latter context price (interest rates) relates to economy. In prior years,
some banks advertised special low interest rates on certain types of
loans in an effort to increase their share of these types of loans. Much
the same is true today but in reverse. Present practices of a large num-
ber of banks include the offering of special savings plans at relatively
high interest rates in an effort to increase the bank's savings account
balances. This practice has succeeded in convincing customers to select

banks paying higher interest as a location for their savings. At the

“°p. J. Schwartz, Marketing Today: A Basic Approach, p. l44ff.
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same time, however, these practices have led to changes in the demand/
savings account balances ratios of consumers as the return on savings
deposits grew large enough to offset the perceived costs of commitment.
As a result, total banking costs have risen.

Organizations are less likely to be motivated by price as it re-
lates to interest on savings accounts in their selection of a bank than
by other motives particularly since such rational motives as economy
and efficiency and those emotional motives dealing with image are more
nearly in consonance with many organizational goals. Interest rate on
loans (the price of money), however, can be a strong influence on bank
selection particularly for the rapidly expanding organizationm.

Location can be an extremely strong attraction to the individual
seeking banking services. Location as a motive is supported by the emo-
tional motives of security and conveniénce and the rational motive of
efficiency. In some instances, this motive can be even stronger than
price, particularly if people can secure the desired banking services
with less effort. Probably, location is a more important motive in the
selection of a bank for deposit tham it is in selecting a source for
loans.

Location is a less important motivating force to the large organ-
ization in bank selection than to the smaller organization, just as the
importance of convenience of banking facilities varied between these two
groups. Where the large organization may tend to conduct much of its
business by telephone or mail and a large share of its daily receipts is

in the form of checks, the smaller organization may conduct its business
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in a more personal atmosphere and operate on a cash basis. Thus, the
smaller organization may érefer to bank near its place of business for
the sake of security.

Quality, a2 third patronage motive, has strong appeal particularly
for those who seek enhanced self image and the recognition of their peers.
While this motive is separate and distinct insofar as the purchase of
goods is concerned, it is less evident and more closely intertwined with
other motives in the acquisition of services. This confusion stems from
the fact that no tangible product is received by the purchaser and thus,

' as it relates to bank services, varies widely among

the term "quality,’
individuals. To some, quality is judged by the appearance of the bank
and its persomnel; to others, accuracy of statements is the criterion for
judging quality, while a third set may view quality in terms of social
perceptions of the institution.30 This indistinctness of quality as a
motivating factor for choosing a bank probably relegates it to a minor
role both on the part of the individual as well as by organizations.
Another motivating factor--service-~-when considered in the con-
text of purchase of goods, means extra attractions (such as credit, or
delivery) offered the customer by the store, usually without an extra
charge. These added conveniences have a cost, and usually the stores

that offer such amenities are also those with higher prices. Thus, when

a purchase. is motivated by this factor, it usually means that price is

less important than other motivating factors. In the selection of a

29Particularly since most nation-wide firms have checks from

customers mailed to either a central bank or to regional banks offering
the firm "safety deposit box" services.

30W. T. Anderson, E. P. Cox and D. G. Fulcher, "Bank Selection
Decisions and Market Segmentation," Journal of Marketing, 40 (January
1976), pp. 40-46.
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bank whose only product is service, it is not usually the subtle "extras"
that motivate individuals in choosing a bank, but rather the total pack-
age of services available to them and the promptness with which their
transactions are handled. This suggests that the rational motives of
efficiency and location as discussed earlier are the important criteria
in choosing a bank.,

While integrity is important in the choice of a seller of products
it is doubly important in the choice of a bank. The psychological need
for safety, the rational motive of dependability and emotional need to
conquer fear each come into play and are, in part, aggregated in the eval-
uation of the integrity of a store or bank.

Department and variety stores proved the efficacy of offering a
variety of products to individuals in order to attract large volumes of
customers demonstrating the power of variety as a motivating factor in
the choice of a store., Many banks, in an effort to utilize this as a mo-
tive, adopted a program known as "Full Service Banking." Since most
banks, even smaller rural banks, offered all the services requested by
their constituencies, this particular attempt to capitalize on variety as
a motive was not as effective as it might have been had a variety of
types and qualities of products been involved.

To the organization, variety of services can be a strong motivat-
ing force in the selection of a bank. &s a general rule, the larger the
organization, the more diverse their banking needs and for this reason,
other factors being equal, the organization will be strongly motivated by
service variety.

In terms of individual motivation, the presence of likeable and
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competent personnel tends to provide a strong influence on market pene-
tration. This is to say that the store which can compete in other areas
of motivation but which is perceived as being superior in terms of the
friendliness and competency of its personnel will have more success in
attracting customers than will stores with less friendly and/or less com-
petent personnel. This is also generally true with banks, particularly
those which cater primarily to individual accounts. A recent survey of
residents of a medium sized southwestern city revealed that of 15 criteria
for selecting a bank, friendliness of bank personnel ranked fourth and
was actually more important than such other motives as variety of ser-
vices, location, interest rates on time deposits and service charge rates
on checking accmmts.31

To the organization, which is generally impersonal, friendliness
and competence of personnel is less important than to the individual.
Daily dealings between banks and organizations seldom occur between man-
agement of the organization and the bank customer service persomnel, and
thus those within the organization who make decisions regarding the se-
lection of a bank have little information on which to evaluate this mo-
tive. Also, because the interface between the two is only occasional,

the motive is less strong than when the interface is regular and frequent.

Techniques for Determining Need

For at least three decades, marketing management has recognized

the usefulness cf quantitative methods in determining potential demand

31W. T. Anderson, E. P. Cox, and D. G. Fulcher, "Bank Selection
Decisions and Market Segmentation," The Journal of Marketing, 40 (January
1976), pp. 40-46.
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for goods and services. In this context, demand is generated by wants
which, in turn, are simply perceived needs. Early techniques, such as
that developed in 1931 by William Reilly, concentrated their attention on
the determination of trade or market areas and were based essentially on
population and income concentrations.32 Later research in trade area de-.
lineation expanded the number of variables used to include traffic flows,
trade barrlers, store aand product mix, and store compatibility.33 The
major thrust, however, continued to be focused on the geographic defini-~
tion of trade or market areas. Little emphasis was placed on determining
the probability of demand within the defined area for the particular pro-
duct or product mix.34 In short, early attempts to construct demand
models were more geographic than economic in nature, the assumption being
that markets existed where people and money were located. This is not
to infer that researchers were completely satisfied with the techniques
being developed, but given the available data and knowledge, the best
proven tools available until the late 1950's were trade area definition
techniques.

In the late 1950's, trade area determination methods were supple-

mented by other quantitative techniques utilizing variables other than

32P. D. Converse, "New Laws of Retail Gravitation," Journal of
Marketing (October 1949), pp. 47-66.

3See, for examples: PReavis Cox, "Consumer Convenience and the
Retail Structure of Cities," Journal of Marketing (April 1959), pp. 355-
362; J. Brunner and J. Mason, "The Influence of Driving Time Upon Shopping
Center Preference," Journal of Marketing 32 (April 1968), pp. 57-61; and
B. Berry, Geography of Market Centers and Retail Distribution (Englewood
Cliffs, N.J.: Prentice Hall, Inc., 1967).

34Richard Nelson, Retail Site Location (New York: F. W. Dodge
Corp., 1962), pp. 78-127.
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population, income and distance. Some of these techniques involved de-
tailed studies of the consumers of certain types of products. The pur-
pose of such studies was to provide a "profile" of the average purchaser
of the product being considered and then, through the use of published
socio-economic data, quantify the potential market.35 Still other tech-
niques which attempt to quantify market potentials have been developed
since 1960. Among these is the "Central Place" theory which was later
modified by the transportation cost concept.36 One major implication of
this theory is that improvement of transportation facilities in and
around the Central Place, the area served by the Central Place will ex-
pand, thus increasing its total potential market. One outstanding ex-
ample of the more sophisticated techniques developed during the 1960's
was the retail trading area model developed by Donald L. Thompson.37
This model not only defined--in geographic terms--retail trade areas,
but also provided a technique for forecasting changes in trade area
boundaries and in retail sales potentials for the trade area. The model
utilized population density, distance, retail sales, purchasing power
and retail space as variables, the relationships of which were analyzed
by multiple regression techniques. Later still, ecological considera-

tions were included in the variables considered, thus resulting in the

35United States Bureau of the Census, "Use of Census Tract Data

for Locating Retail Limits," Papers presented at the Census Tract Con-
ference, December 29, 1964, Working Paper No. 27, pp. 18-19.

36A. Losch, The Economics of Location (New Haven, Conn.: Yale
University Press, 1954).

37

Donald L. Thompson, Analysis of Retailing Potential in Metro-
politan Areas (Berkley: The Institute of Business and Econonomic Re-
search, University of California, June 1964).
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"Ecological TheorV-"38

bl 2 4

This approach suggests that trade centers are
affected by their environments and that the areas served by these centers
change with the change in the environment of the trade center. Later
work in the ecological impact area was based on the assumption that dif-
fering socio-economic structures foster different types of retailing and
service structures and compositions.39

An innovative advance beyond mere spatial delineation of market
or trade areas has been the introduction of behavioral concepts into the
procedure for trade area definition. One such approach introduces learn-
ing theory into Central Place and Gravitational Theory, thus creating
dynamic sets of trade area parameters rather than static or semi-static
boundaries developed by earlier processes.40

Further refinement in the development of retail trade area and
sales potential estimating techniques was made in the decade of the six-
ties by including probabilistic measurements in the modeling exercise.
The rationale underlying the work in this direction was behavioral in
nature and was based on the thesis that as new shopping alternatives
arose, the spatial behavior of consumers changed. These changes were
measured in probabilistic terms and were modeled in terms of the utili-

ties or benefits of added shopping facilities as perceived by consumers.

38Gerald Hodge, "The Prediction of Trade Center Viability in the
Great Plains," Papers of the Regional Science Association 15 (1965), 87-115.

39G. D. Bruce, "The Ecological Structure of Retail Institution,"
Journal of Marketing Research, 6 (February 1969), 48-53.

4OR. G. Golledge, "Conceptualizing the Market Decision Process,”
Journal of Regional Science, 7 (Supplement 1967), 239-58.

41Fred D. Reynolds and William Wells, Consumer Behavior (New York:
McGraw Hill Rook Company, 1977), pp. 366-370.
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Finally, the use of sample surveys of consumers has grown rapidiy
in recent years due to refinements which have been made in sampling tech-
niques and methodologies. Currently, the use of both personal and tele-~
phone interviews as research tools is widely accepted, particularly in
studies which attempt to explain buying behavior and attitudes.42

To date, there has been little published information regarding
methods specifically designed to evaluate potential "need" or "demand"
for a bank. Most of the published work today assesses the growth exper-
iences~and past operations of existing banks. The probable reason for
the dearth of published studies on new bank potential is that most of
the research has been proprietory in nature and has been prepared for in-
ternal use. A sampling of studies contained in files of state and fed-
eral bank regulatory agencies reveals that the studies appended to charter
applications range from a mere statistical tabulation of social, economic
and demographic data of proposed service area to sophisticated studies
employing more modern econometric modeling, sample surveying, market seg-
mentation and multiple variance analysis techniques.

The most prevalent studies of this type pay little attention to
the potential customers and their attitudes from a micro perspective but
rather view the market as a macro system, emphasizing numbers of potential
customers and lists of businesses. Such states as Missouri, Montana and
Nebraska require little more than a statement to the effect that "the
public convenience will be served" by a new bank. Minnesota and North

Dakota require proof that there is public demand for banks and thus state

42Martin Collins, "Sampling," Consumer Market Research Handbook,
R. M. Worchester, ed. (New York: MeGraw Hill Book Company, 1972), pp.
52—69 .
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specificaily the need for some form of evaluation of demand. Illinois,
Iowa, Kansas, Oklahoma and Texas require proof of public need. In
Kansas, Texas and Oklahoma, sample surveying has been the most widely
employed tool to evaluate need during the past decade.
Only two published works were located which provided guidance on
evaluating the economic feasibility of proposed new banks. These were:

1. A Guide to Selecting Bank Locations, the Marketing Department,

The American Bankers' Association, New York, 1965, and

2. A Practical Approach to Analyzing the Feasility of a Commercial

Bank, A. G. Horman and N. J. Dikeman, University of Oklahoma,

1971.

In addition to these published works, there are a wide variety of
bank location models in existence. However, since these are proprietary
and are consultive tools, no explanations or descriptions of these models

are available.



CHAPTER III

METHODOLOGY

This study addresses twc basic marketing problems:

1. To what extent do state and national banking codes and regulations
recognize "need" as a criterion for granting bank charters; how
do these agencies define '"need" and how does their definition and
recognition compare with that of other businesses, chartering
agencies or groups?

2., If "need" is a criterion for the establishment of new banks, how
is it determined, and can methods for making this determination
be applied to the establishment of purveyors of other types of

goods and services?

The First Problem

The first problem will be approached by analyzing the banking
codes and regulations of the federal government and the unit banking
states to determine the extent to which "need" for a bank is recognized
as a criterion for granting a new bank charter. These codes and regula-
tions will also be examined to determine how and to what extent "need"
is defined. Next, the explicit or implicit definitions of "need" as
contained in the banking codes and regulations will be compared with the
definitions of '"meed" contained in Chapter II. Then, the degree to which

46
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the various bank chartering agencies have responded to evidences of need
by granting bank charters will be developed. The purpose of this latter
analysis will be to attempt to determine the effects of an expanding
market (in terms of population and income) on the rate at which new bank
charters are granted.

A second approach to this problem will be an analysis of bank
chartering procedures and requirements in unit banking states with the
establishment of business franchises which is also a form of chartering.
The purpose of this analysis will be to compare and contrast "need” as
perceived by bank chartering agencies with its perceptions by franchisors

of other types of entry-regulated businesses.,

The Second Problem

The second problem will be approached more quantitatively. The
data base will consist of both the published material on determining the
feasibility of new banks and a group of studies which attempted to measure
the demand for new banking facilities. These studies were conducted in
Oklahoma City to determine the extent to which proposed new banks would
be patronized by residents of areas to be served.

The determination of the growth and profitability potential of
new banks as a measure of need implicitly suggests that stated intentions
on the part of consumers tﬁat they will use a new bank denotes "need" for
a new bank. The stated intentions to use a new bank can be readily
tested by data compiled during the course of more than thirty bank stud-
ies by the Center for Economic and Management Research, College of Busi-
ness Administration, University of Oklahoma. Each of these "bank feasi-

bility" studies contains forecasts of deposits and numbers of customers
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during the first year and the subsequent four years oi the new bank's
operation. These forecasts can be compared statistically with the actual
experience of the twenty-seven banks in this group which received char-
ters. This comparison will measure the extent to which a priori inten-
tions to use a new bank matched actual use a p_osteriori.1 One such study
is used as a case study comparing a new bank's actual experience with the
estimates derived from each of four approaches to determine the feasi-
bility of a new bank. Finally, these same methods are applied to the
determination of feasibility of a retail establishment. The resulting
sales estimates are compared with the store's sales at the end of the
first year.

The three procedures used in estimating first year deposits for

the case study bank are outlined in the following discussion.

Method I

Method I is described in some detail in A Guide to Selecting Bank

Locations.2 The first step of this method involves establishing the

parameters of the trade or service area of the proposed bank. The next

llt should be noted that responses by individuals were not cross
checked against bank depositor lists to determine whether or not indi-
viduals who stated an intention to use the bank actually did so. Rather,
numbers of depositors within each bank's predetermined service area as
shown by actual depositor lists were compared with forecasts of deposi-
tors derived for the bank's service area.

In addition, in some instances, the new bank management as defined
at the time of charter application changed, thereby altering the type of
clientele attracted by the bank at its opening. This change in clientele
resulted in a variation in per household deposits when the income of the
altered clientele varied significantly from the income levels of the po-
tential clientele at the time the charter was applied for.

2 .
A Guide to Selecting Bank Locations (New York: Marketing De-
partment, American Bankers' Asscciaticn, 1965).
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step requires the acquisition of certain secondary data pertinent to the
service area and the third step is the analysis of the data and the

synthesizing of information necessary to assess the potential market for

the bank.

Determining the Trade or Service Area

The trade or service arvea of a bank is defined as:

. » . that geographic region in which it can conveniently serve
potential customers and from which the largest portion of business
will be generated. Trading areas are often referred to as general
service areas.

The size of a bank's service area may vary widely depending on
the market which the bank proposes to serve. If the proposed bank is
located in a small community, its service area may encompass the entire
town and some of the rural region contiguous to the town. Location of
competing banks will, of course, modify the size of the service area.

If a bank is to be located in a developed area (neighborhood) of an ur-
ban community, its service area may be constrained to a much smaller
geographic region because of the condition of arterial streets, the traf-
fic flows on those arterials and other natural or man-made barriers in-
cluding the constraints imposed by competing banks. If the bank is to
be located in the downtown business district of a large city, the service
area is usually limited to the extent of travel after commuters have

. 4
arrived at work.

In any event, the general rule for establishing a service area

3A Guide to Selecting Bank Locations, pp. 12-13.

QIbid.
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is to extend the area only "that distance which people will customarily
travel to the proposed location for shopping or business purposes."s
Physical factors, of course, bear heavily on this determination. For
example, traffic barriers such as rivers, parks, major highway intersec-
tions, cemetaries, narrow streets, or railroad crossings may limit the
boundaries of a service area.

The pattern of traffic flow may likewise affect the distance
from the location to the service area boundaries. For example, the ex-
istence of a major arterial with proper traffic controls near a proposed
location may make the bank more accessible to persons using the arterial
than banks closer either to their residence or place of work. Thus, the
boundary of the service area in the direction of the arterial could be
extended significantly.

In the past, distance--in terms of measurement--has usually been
less important than driving time when considering service area boundaries.
Implicitly, both barriers and traffic flow patterns influence driving
time. However, impending fuel shortages and the enforcement of lower
speed limits may reduce the importance of driving time in the determina-
tion of service area boundaries.

Public transportation routes and stops (if public transportation
facilities are available) also condition the extent of service areas
since these factors affect the volume of pedestrian traffic. This is
another element which should be more important if the supplies of gaso-
line become limited.

The density of population near the proposed bank site has an

5A Guide to Selecting Bank Locations, pp. 12-13.
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inverse effect on the geographic size of the service area. As areas
increase in population, there is a tendency for mere bank charter appli-
cations to be granted for those areas. This, then, results in the es-
tablishment of competitive banks, all of which will create service areas
of their own, through offering greater convenience to some segments of
the population of the original area. While a proposed new bank may es-
tablish a service area which penetrates the areas of other nearby banks,
it is unlikely that the existing service areas would be completely taken
over.

Finally, as inferred earlier, the location of competition has a
dampening effect on service area size. Previous studies in Oklahoma and
elsewhere have shown that in areas where there are no banks, or where
there are limited services, people will generally travel farther to con-
duct their banking business than will people in an area with greater
access to existing banks.6

While these guidelines assist in establishing service area boun-

daries, most are highly subjective. Some researchers have preferred to

use driving times from the (proposed) locations to nearby competing banks,

divided by 2, as a first approximation of the proposed service area.
These approximate boundaries are then modified by the other factors dis-
cussed earlier. This procedure tends to provide adequate results in
densely populated urban areas. In smaller towns, researchers may prefer

to use a modification of one of the gravitational models to establish

6The Economic Feasibility of a New Bank in Cashion, Oklahoma
(Norman, Oklahoma: Bureau for Business and Economic Research, Univer-
sity of Oklahoma, 1974), pp. 14-15,
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approximate service area boundaries.

Defining the Characteristics of the Residential Population

Residential population, as the term implies, is the number of
persons living within the boundaries of the proposed bank service area.
Since most residential banking is not generally conducted by individuals
per se but by houschcld units, the population ynit considered most appli-
cable to a bank service area is the household. For this reason, the
population of a bank service area is usually quoted in terms of the
number of households, even though a household may have several accounts.
Often the term "family" is used synonomously with "househqld." However,
there is a very real difference between the family unit and the household
unit since the latter refers to groups of persons residing in separate
dwellings. Generally speaking, there are more households in an area than
there are families, thus the average size of the household is smaller.
This variance between the two measures arises as a result of single mem-
bers of families taking separate residences and thereby forming a new
household unit within a family.

Because the normal residential banking unit is the "household,”
the characteristics of the residential population should be defined in
terms of the household. Thus, such items as income, age, employment and
other socio-economic data should be stated in terms of households.
Ideally, the data necessary to properly define the residential popula-

tion to be served by a new bank would include--but not be limited to--

7See Donald L. Thompson, Analysis of Retailing Potential in Metro-

politan Areas, Journal of Marketing (Berkley: Institute for Business and
Economic Research; University of California, June 1964), pp. 30-47.

s
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A.

D.
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Population (both in terms of persons and households)
1, Historical for census periods

2. Recent, valid intercensal estimates

3. Projections for 5 and 10 year periods

4, Average size of households, both historically and for the
the future

Personal Income (both total and median household income)
1. Historical for census periods

2. Recent, valid intercensal estimates

3. Sources of income

4, Distribution by numbers of households

Employment and Labor Force

1, Size

2. Occupations of residents

3. Types of indusfries

4, Place of employment

S. Number (and percentage) unemployed, retired, and not able
to work

Housing Statistics

1. Single family dwellings, owner occupied
a. Number
b. Value
c. General condition

d. Approximate age

8A Guide to Selecting Bank Locations, pp. 14-15.
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2. All other dwellings, renter occupied

a. Number of dwelling units

b. Average monthly rent
c. General condition
d. Approximate age

Age Distribution

1, Age of heads of households

2. Age of household members

The acquisition of these statistics will enable the analyst to

categorize the population with some precision, assuming that reasonably

recent data are available.

The task of assessing the population and its

need for, and ability to support, a new bank will, however, be far less

onerous if further data relating to the population are obtained.

additional statistics include:

A'

Automobile Ownership

1. Number of cars, by type
2. Age of cars

Composition of Households
1. Number of children

2. Number of adults
Educational Levels Attained
Ethnic Groupings

Other Characteristics

1. Banking habits

2. Mobility

3. Attitudes towards banks

4, Loyalty to existing banks

These
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The above data serve two distinct purposes: first, they can be
used to modify trade area boundaries, plan promoticnal policies, design
certain aspects of the banking facility and determine the types of bank-
ing services to be offered. Of greater importance is their use as de-

terminants of deposit and loan potentials for the proposed bank.

Defining the Characteristics of the Workinmg Population
Many urban and suburban bank service areas are a combination of
residential, commercial and industrial neighborhoods. In this event,
persons living outside the proposed service area may work in the area.
This commuting work force is popularly known as the "daytime population"
and represents an additional market for the services of a new bank. 1In,
rural areas or small towns, this component of the potential market may be
small, but in larger communities it may represent a significant addition
to the existing market. To properly evaluate this market segment, the
following data are needed:
A. Size of the daytime population
B. Origins, or places of residence
C. Occupations and wage scales
D. Methods of reaching place of employment
E. Major employers in the area
1. Frequency of pay
2, Existing banking relationships
3. Economic conditions in these industries
4., Hours of work
S. Location with respect to the proposed bank site

F. Banking habits and attitudes of the daytime population



56

As was the case in the assessment cf the residential population,
the data listed in A through F (above) will enable the analyst to esti-
mate the deposit and loan volume available from this market segment and
will also provide information which will assist the bank in creating

policies that will attract this market.

Defining the Characteristics of the Business Population
The business population of a bank service area may consist of
commercial establishments located in the area. This type of potential
bank customer consists of retail, wholesale, industrial and service es-
tablishments. The data needed to assess the potential contributions of
these types of businesses to the proposed bank include:
A. Number of commercial establishments by type
B. Location
C. Economic Factors

1. Chains or brand offices versus independent commercial es-
tablishments and their predetermined outside banking ties

2. Employment
3. Payroll
4, Growth in numbers of establishments by type
S. Trends in sales volume
6. Estimates of bankable funds
7. Credit offered and required by type of store
D. Future Considerations
1. Effects of present and potential zoning ordinances
2. Land availability

3. Plans of trade asscciations
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These data, when combined with other estimates, wiil not only
enable the analyst to construct deposit and loan estimates for the com-
mercial sector but will enable bank management to strﬁcture the services

the bank should offer if it obtains a charter.

Projecting the Future Growth

Since potential growth of a service area is 3 salient facter in
charter application deliberations, it is essential that factors affecting
growth be studied. The economic and social indicators which can provide
some basis for forecasts of growth are construction activity, available
land in the area, city zoning ordinances applicable to the available land
and the plans of developers in the area.

The construction data to be studied should include all phases--
residential, commercial, industrial and highway/street construction.
Specific data to be gathered for this analysis are number and sizes of
units, by type (i.e., residential, office, manufacturing plant), price/
rent ranges and locations. Any plans for rehabilitation of existing
structures or changes in types of structures should be included in the
forecasts.

Zoning ordinances should be compared with present and proposed
land uses in the area to determine the types of new developments possible
in the service area. These possibilities can then be combined with plans
of developers to provide further bases for forecasting the probable fu-
ture growth in the area.

Once these data are gathered and analyzed, future construction in
the area can be projected--at least for a short-run period. The methods

of projection may be simple linear extrapolations or more complex non- .
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linear regression models or time series forecasts. Currently; there are
several land-use models available which can assist the analyst in this
type of forecast.9

After projecting the volume of construction by type of building
in the area, the analyst can then apply averages of persons per unit (in
the case of residential), or employees, payrolls and productivity per
square foot (for commercial and industrial activities) to arrive at fu-
ture estimates of both residentiazl and daytime population and business
activity for the area.

Traffic plans and flows, including trends in traffic counts along
the major arterials in the area, are required in order to determine the
extent to which new residents/businesses are likely to use the proposed
bank. When possible, commuter traffic passing through the area should be
identified and quantified since a limited proportion of this type of
traffic might logically be expected to be a part of the proposed bank's
market.,

Finally, the future growth of the area should be examined in light
of the competition which the proposed bank will face if it is chartered.
The deposit and loan growth of a new bank will depend in large measure on
the acceptance it will receive from area residents and businesses. While
the acceptance a new bank might receive from present area residents is
not necessarily what it might obtain from new residents moving into the
area, it nevertheless provides a basis for estimating a future market

potential,

9D. B. Kohlhepp and Elton Scott, "A Computer Assisted Decision
Model for Optimal Land Use Allocation,' Paper presented at the Annual
Meeting of the American Real Estate and Urban Economics Association,
Dallas, Texas, 28 December 1975.
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Among other items, the historical trends in deposits, loans and
loan to deposit ratios of competing banks should be gathered and analyzed.
All special features of existing banks such as drive-in facilities, hours
of operation, parking facilities, special savings club programs, and in-
terest rates, should also be studied since these are the services which
tend to attract customers.

Also helpful in an analysis of competition is information relat-
ing to the attitudes and desires of service area residents towards banks
and bank services, including preferences as to location of their bank
(i.e., near home vs. near work). These factors are best estimated by
survey research methods, although the American Banking Association's
guide suggests the use of census and other secondary data to arrive at

1
these estimates. 0

*

Preparing Estimated Deposit Potential

After the various.components of the proposed bank's markets are
estimated, it is necessary to translate these estimates into potential
deposit and loan volumes. Household deposits are generally estimated by
using the income distributions reported by the latest census of popula-
tion. If, during the interval since the last census, the economy has
been unduly affected by economic conditions (i.e., severe inflation, un-
employment, inmigration, etc.) the analyst may prefer to alter the re-
ported incomes proportionately with the changes which have occurred.

Deposit potentials are computed separately both by type of poten-

tial customer and by type of deposit account (e.g., savings and demand).

1OA Guide to Selecting Bank Locations, pp. 25-26.




60

This procedure for savings deposits is outlined in the steps which fol-

lowzll

1. Determine from census publications the number of families in
the service area in each income group. These data for metro-
politan areas are found in Table 89, "General Social and Economic
Characteristics,”" Census of Population. Census tract data for
metropolitan areas are found in Table P-4, "Census Tracts,"
Census of Population and Housing.

2. Multiply the number of families in each income group in the
service area by proportion of families in each group which main-
tain savings accounts. The result of this calculation is then
multiplied by the average savings potential forlihat income group
as reported in the Survey of Consumer Finances.

3. Add the products of all income groups to obtain the residential
savings potential of the service area.

4, Since "families" do not include some types of spending units,
determine the number of households not included in families by
dividing the population in households by the population per house-
hold as shown in Table P-1, "Census Tracts," to obtain the number
of households in the area. Subtract from this the number of fam-
ilies in the area to determine the number of unattached house-
holds not included in the family income distribution.

5. Household income distributions are not reported in Census Publi-
cations, therefore all households not included in the family
distributions will be assumed to receive the median household
income as reported in the "Census Tracts" publication. The num-
ber of such households will be multiplied by the proportion of
families in this income group maintaining savings accounts. This
result is then multiplied by the savings potential for this in-
come category.

6. Savings potentials for all residential units will be aggregated
to provide total residential savings potential.

7. Estimates of the net daytime (or working) population in the area
should be categorized by income levels based on wage scales of
area businesses and industries.

8. Multiply the number of workers in each income category by the
proportion maintaining savings accounts and the savings potential
for the appropriate categories.

1 ,
1A Guide to Selecting Bank Locatioms, pp. 25-26.

1
*ZSurvey of Consumer Finances, 1971-1972 (Ann Arbor: Survey
Research Center, University of Michigan, 1973), pp. 112-120.
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0

Sum these potentials to obtain the gross savings potential for
the daytime or working population.

10. The results of steps 6 and 9 will be combined into one total
residential savings potential,

The procedure for estimating demand deposit balances follows
essentially the same procedure as that of savings deposit balances except
that the numbers of area families/households in each income category are
multiplied by average account balances for the appropriate income cate-
gory.13

Procedures for estimating deposit potentials for businesses in
a service area are not routinized in this method and the procedure fol-
lowed in each study may differ depending on the types of businesses in
the area. In the case of manufacturing establishments, year-end state-
ments of conditions--if published--can provide a guide as to deposit
estimates. In the case of retail and service establishments, while not
specifically stated, a sample survey of firms to determine attitudes and
deposits is implied.

These estimates, when added to the residential estimates, pro-
vide the total estimated deposit potential for the proposed bank during
its first year of operation. To determine that part of the market which
might be available to.the new bank in the short-term, deposits of compe-
titors in the area can be subtracted from the potential deposits of the
service area. Of course, if the secondary data gathered during the
course of the study are supplemented by sample surveys of residents and
businesses, more precise estimates of potential deposits available to the

bank can be developed from responses tobank preference and intention ques-

tions.

13Survey of Consumer Finances, pp. 112-120.
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Estimating Future Deposit Growth

Projections in the growth of future deposits and deposit poten-
tials can be developed by applying the growth factors obtained from
analyses of construction patterns and activities, development plans and
growth trends in the commercial sector to the first year deposit poten-
tial estimates. In the residential sector, income distributions of new
residents are assumed to follow the same pattern as existed in the area
at the time of the most recent Census,

Estimates of future deposit potentials are developed in constant
dollars. These estimates can be inflated by extrapolating the trend in
inflation, and applying this to each income category or to the savings
and account balance potential of each income group. Estimates of com-
mercial deposit potentials follow generally the same procedure. Gener-

ally, potential deposit projections are made for a five year period.

Estimating the Lending Potential

For a commerical bank to be profitable, it must have a reasonably
extensive market for loans. In fact, one state banking code--Oklahoma--
requires that the organizers demonstrate than an opportunity for use of
bank funds be present in the area to be served by the new bank.

The technique for estimating loans using Method I followed closely
the method for estimating deposits. Instead of adjusting the total area
population for proportions having checking and savings deposits, however,
the population is adjusted for the probabilities of households having
installment loans by income category. These numbers of potential install-

ment loan customers are then multiplied by the levels of installment loans
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which will be maintained by each income category.lA The installment
totals derived from this approach then became the residential install-
ment loan potential of the proposed new bank.

The estimated commercial or business loan potential of the new
bank relies on the experience of a "control" bank located in a similar
service area. The proportion of business deposit customers of the control
bank which maintained ioans was applied #o the estimated number of busi-
ness deposit customers of the new bank to obtain an estimate of the num-
ber of business loans the new bank could expect during its first year of
operation. The average dollar value of each business loan made by the
"control" bank was then multiplied by the estimated number of business
loan customers of the proposed new bank to obtain business loan estimates
for the new bank. Aggregating these with installment loans provided a
total loan estimate for the new bank during its first year of operatiom.

Projections of future loan volumes for the residential sector can
follow the same techniques as are used in forecasting deposits. This
entails the application of ratios of loan customers to total population
projections and then multiplication of these estimated numbers of loan
customers by their loan potentials. Estimates of future commercial loans
will be based on developmental plans for the service area and on the es-
timated share of the commercial loan market which the proposed new bank

is expected to obtain.

Method II
Method II relies heavily upon sample survey techniques, supported

by data obtained from secondary sources. For this reason, the data are

laA Guide to Selecting Bank Locations, Amended Table 3.
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more current and the results probably more precise than are estimates
developed from Method I. 1In addition, there is less need for subjective
judgments in assigning deposits to the proposed bank than was the case

in the use of Method I.

Defining the Service Area

As in Method I, the first step in the use of Method II is the
definition of the area to be served by the proposed new bank. This step
is essential if a meaningful study of area residents and businessmen and
their banking habits is to be conducted. It is also necessary if the
general economy of the service and growth potential of the bank is to be
described and analyzed.

While it is true that bank service areas grow with age and over-
lap with those of other banks, it is also true that in a bank's early and
formative years it does attract most of its customers from a rather re-
stricted area. The size of the area and establishment of approximate
boundaries depends in large measure on distances to other banks, density
of population and barriers in and around the area which either inhibit

growth or preclude easy entry to and exit from the area.

A Definition of the Service Area
A general approximation of the description of a bank service area
is "that area from which the bank will obtain 75 percent of its deposits
and loan accounts.” This definition, unfortunately, does not provide a
means for establishing boundaries. Under this concept one could draw a
circle of 50 mile radius and assume that from this area it would obtain

at least three-fourths of its business. Such a method, however, provides
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an unwieldy area to analyze and, while it may be realistic in time, it
also invites undue opposition from other banks within the area. Further,
an area so arbitrary could tend to overstate the early potential for

success of the bank if chartered.

Current Methods of Approximation

The aim of the analyst in approximating trade area boundaries
should be to define, as closely as possible, that area which the bank will
actually serve effectively in its early years of operation (probably no
more than its first three years). A conservative but effective defini-
tion of this area might be "that area within which approximately one-half
of the households would or might become customers of the new bank." A
number of methods have been employed in attempting to determine new bank
service areas. Among these are adaptations of Reilly's law of retail
gravitation where deposits of existing banks are substituted for retail
sales in the measurement of service area boundary divisions. This method
is most useful for approximating bank service areas in communities not
already served by existing banks. A second method involves the use of
scheduled sequential random sampling from the proposed bank location out-
ward in all directions.15 This sampling continues until less than half
of the area residents and businesses would or might become customers of
the proposed new bank. A third method, employed by many, arbitrarily
sets service area boundaries and analyzes the potential of a new bank
serving that and only that area.

Some bank service area analysts maintain that a new bank should

15Robert Ferber, D. Blankertz and

S. Hollander, Marketing Re-
search (New York: The Ronald Press Co., 196%)
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be expected to obtain customers from within a one mile radius of the
bank regardless of the location of existing banks, types of employers,
the existence of barriers to the area or density of population. Based
on this assumption, the analyst then proceeds to draw a circle with a
radius of one mile and refers to this circular area as the bank service
area. This procedure overlooks the fact that few, if any, cities or de-
velopments are circularly designed and that traffic arteries and patterns
are generally rectangular in layout. Thus, a circular area of any radius
is not necessarily realistic in terms of urban design nor of customer

behavior.

An Alternate Method of Approximation

None of the current methods of establishing service area boun-
daries have proven entirely effective or precise when attempting to de-
fine service areas in neighborhoods of large cities. In an attempt to
provide a more viable method of determining approximate service area
boundaries for new banks in urban areas or neighborhoods already served
by banks, data from twelve separate bank studies conducted in Oklahoma
City and Tulsa were analyzed from the point of view of the respondents'’
addresses and locations vis a vis the proposed new bank, existing banks
and their intentions toward becoming customers of the new bank. The pro-
cedure used requirés a detailed block map of the area within which the
bank is to be located. This map should include beginning and ending
house or lot numbers by block if it is to be an effective and useful tool.
Census tract and block maps are available for larger communities and may

be used if they are sufficiently current to adequately represent the de-

they can be updated by
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adding new developments and plats which can be obtained from the communi-
ty's city engineer or planning department, or in small towns, the local
postmaster can provide this information.

The first step in this method of service area approximation is to
locate the site of the proposed bank and competing banks on the map. The
addresses on each completed sample survey questionnaire are then compared
with the address of the proposed site and existing banks and the distances
and directions from the proposed bank and from each of the existing banks
closest to the proposed bank are affixed to the questionnaires. Distances
are computed in terms of "road" or "street" distances.

These distances are then tabulated in terms of the intentions of
the residents towards use of the proposed bank which are, in turn, reduced
to percentages of the total population within each range of distances.
These tabulations can be prepared by hand or by electronic data process-
ing equipment. Use of this latter procedure simplifies the task of tab-
ulating the responses of the residents against the distance factors and
thus eases the task of constructing the probability tables. Results of
this analysis for the twelve banks in Oklahoma City and Tulsa are summa-
rized in Table 1.

Using the probabilities derived aggregatively from the results of
twelve bank studies shown in Table 1, it is noted that 34 percent of the
households living less than one-half mile from the proposed bank site
and less than one mile from an existing bank (by street or road) will or
might become customers of the new bank. Conversely, only 17 percent of
the households living between one and one and one~half miles from the
proposed bank site and less than one mile from an existing bank will or

might become customers of the new bank.



TABLE 1

The Probabilities of Households Becoming Customers of a New Bank in Oklahoma City Suburbs
By Distance of Household from New Bank Site and Distance
Of Households from Competing Banks

Distances of Customers from Competitorsl

Distance of % mile 1 mile 1% miles 2 miles 2} miles 3 miles 3% miles 4
Household but less but less but less but less but less but less but less miles
from Proposed Less than than than than than than than than and
Bank Site 3 mile 1 mile 1} miles 2 miles 2% miles 3 miles 3% miles 4 miles mote Ave.
Less than

% mile .34 _ .45 .50 .52 .55 .62 .68 .73 .77 .57
% mile but less

than 1 mile 25 41 47 .50 .53 .56 .60 .64 .68 .52
1 mile but less &

than 1) miles .17 .33 A .48 .49 .52 .54 .55 .56 .45
1)s miles but less

than 2 miles 12 .29 40 A4 A7 .50 .52 .53 .53 .42
2 miles but less

than 2% miles .04 .25 .37 42 .45 .48 .50 .50 .50 .39
2% miles but less

than 3 miles .01 .21 .34 .38 .41 45 47 47 .47 .36
3 miles but less .

than 3% miles .00 .19 .30 .36 .40 .42 AN A4 .44 .35
3% miles but less

than 4 miles .00 14 .28 .35 .39 41 A1 41 41 .31
4 miles and more .00 .02 A4 .26 .35 .37 .37 .37 .37 .25

AVERAGE .17 .25 .36 .41 .45 .48 .50 .52 .53 .41

1A11 distances are measured in terms of road or street miles by the shortest feasible routes.
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An example of the use of Table 1 in establishing approximate and
preliminary service area boundaries for a proposed new bank is shown in
Figure 2, Table 2 shows distances between the proposed bank and existing

banks while Table 3 indicates the service area boundaries for the proposed

bank.

TABLE 2

Distance Between the Proposed Site
And Existing Banks

Distance to

Direction : Nearest Bank
A 1.5 miles
D 2.75 miles
E 4.3 miles
East (Not shown on map) 5.5 miles

Southeast (Not shown on map) 5.2 miles

Southwest (Not shown cn map) 13.4 miles

West (Not shown on map) 22 miles
c 3.5 miles
B 2.2 miles
South (Not shown on map) 7 miles

1See Figure 2, p. 70.

It is noted from Figure 2 that to the north, east and south, the
boundaries for the market area will be severely restricted for various
reasons. To the north and northwest, the boundary will be restricted by
competing banks A, B and C. However, to the east and south, the con- -

straints to the service area boundaries are the completed portions of
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Interstate 240 and Interstate 40 both of which impede access to the pro-
posed bank. To the west, the boundary is limited only by the fact that
less than one half of the households beyond the 2.5 mile limit indicated
an intention to become customers of the new bank.

The original premise about the proposed bank's service area was
that it should include that area within which approximately 50 percent of
the households would or might become customers. Since the 45 percent
level of probable patrenization which cccurs within one-half mile of the
proposed site (row 1, column 2 of Table 1) does not vary significantly
from the original premise, that distance was taken as the breaking point
for the northern boundary of the proposed bank's service area.

In a like manner and by use of Table 1, boundaries in other di-
rections can be calculated. The results of these calculations are sum-

marized in Table 3.

TABLE 3

Calculation of Service Area Boundaries1

Distance of
Boundary from

Direction Proposed Site
North 0.5 miles
Northeast 2.25 miles
East 1.60 miles
Southeast 2,20 miles
Southwest 2.75 miles
West 2.50 miles
Northwest - 2.0 miles
South 1,25 miles

1See Figure 2, p. 70.
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The field supervisor of the survey can examine the distribution
of responses to questions dealing with household attitudes and intentions
of becoming customers of the new bank. If in those areas along the pe-
ripheral boundaries, more than one-half the respondents indicate they
will or might become customers of the new bank, the field supervisor will
call for additional sampling beyond the calculated boundary until the
point is reached beyond which less than half of the respondents indicate
any willingness to become customers of the new bank. 1In those areas
where less than half of the respondents near the initial boundary will
or might become customers of the newbank, the field supervisor will ex-
amine survey schedules sequentially back toward the propased bank site
until a boundary is reached which includes the requisite distribution of

responses.

Surveying the Residential Area

After the service area has been approximated, the next step in
this method is to conduct a sample survey of area residents. A sample
consisting of personal interviews with residents (heads of households)
and the managers of commercial establishments in.the area is an excellent
method to obtain the data necessary to determine whether there is a "need"
for a new bank. The first step in a study of this type is to obtain as
much knowledge as possible about the approximate service area, its eco-
nomic life and its sources of income. An intensive background study
should therefore always be made of the area, including its residents, and
its commercial community. This entails the Qse of both personal inter-
views with key people in the community and é review of secondary material

about the portion of the community affected by the proposed bank.
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After the research team has become sufficiently familiar with the
study area, a random sample is designed which will provide coverage of
the study area. The sample is composed of a sufficient number of resi-
dents to provide the precision needed in the study. A three stage random
sampling technique is suggested, wherein the first stage is the Census
Tract, the second stage is the block and the third stage is household
he block, thus the household is the tertiary sampiing unit. Ele-
ments of each stage should be chosen randomly. Thus, the household is
the sampling unit. Samples should also be taken of businesses in the
area. These can be chosen in a two stage procedure when the type of

business is the first stage and the individual firm, the second stage.

The Sample

Sampling is a widely accepted method of obtaining data from groups
too large to canvass completely. Sampling can be accomplished at a sig-
nificant savings of time and money, and the results can be as precise as
the analyst wishes.

A sample, if drawn properly, is actually a miniature replica of
the population. Therefore, inferences drawn from the results of sampling
can be applied to the entire population. Moreover, the validity of the
sample can be measured objectively using statistical tests. The critical
portion of this technique, however, is the proper selection and question-
ing of the sampling units which are drawn to represent the population.
The ultimate sampling units chosen for this type of study are typically
the household for the residential portion and the individual firm for the

business segment.
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Sampling the Household Sector

After the approximate service area boundaries are established,

it is then necessary to determine the number and location of residentially

developed blocks and the population of the area in terms of households.

On~site surveys supplemented by Census Tract and block data (when avail-

able) will provide this information. Next, the residential sample 1s

selected. One means for selecting respondents from this segment of the

population is outlined below:

1.

Each of the blocks in the service area is assigned a four digit
number beginning with COOl and ending with n. (n - number of
residentially developed blocks.)

The degree of precision required in the results is determined on
the basis of that prescribed by the proposed bank organizers,
Normally, a reliability coefficient of 95 percent with a 5 per-
cent sampling errcr is sufficient for studies of this type.

After the size of the population to be studied and the desired
accuracy has been established, the size of the sample to be
drawn from the service area is determined mathematically, using
one of the equations designed for this purpose. One such egua-
tion is (assuming a "sampling with replacement" procedure):

sp=‘/—ENE- or NS§=PQ
where
Sp = standard error of the estimate,
P = grozébility that residents in the area patronize a
ank,

Q = probability that residents in the area do not patron-
ize a bank, and

N = size of the sample.
After the size of the sample is determined, it is then necessary

to select the blocks from which each sample unit is to be obtained.
Since the size of the sample was determined to be N households, a

16Ya Lun Chou, Statistical Analvsis (New York: Holt, Rinehart

and Winston, 1969), pp. 247-92.
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total of N blocks should be randomly selected from the service
artea. This selection entaills either the generation by 2 com-
puter of N random numbers whose parameters are, as shown above,
0001 to N or the selection of N random numbers from a table of
random numbers.

5. Each such number generated by either of these methods represents
a block in the study area from which one household is to be in-
terviewed.

6. The blocks so chosen are then plotted on a detailed map of the
area to insure that all segments of the area are represented.

7. Each block selected should be examined by cursory survey to
insure that it is a residential area.

8. The last two digits in each of the random numbers chosen in

step 4 (above) are used to select the household within the block

to be interviewed. Houses in each block are numbered from 1

to n begir. .ing at the northeast corner of the block and proceed-

ing counterclockwise around the block. Note (in this case):

n = number of houses in the block. Cluster sampling procedures

can be used if desired.l’

Sampling the Business Sector

During the course of the on-site survey conducted for the purpose
of insuring that all blocks in the area are developed, the research team
should inventory and locate the business and industrial concerns in the
area. These should then be categorized by type of business, plotted on
a map of the service area and each firm should be assigned a separate
five digit number. The first two of the five digits represents the type
of business; the last three digits represent the firm's identification
number.

Then a stratified sample of n business establishments should be

selected from this group. Usually, a ten percent sample of businesses

is selected at random and the results of this sample are tested for

17Robert Ferber, D. Blankertz and S. Hollander, Marketing Research

(New York: Ronald Press, 1964), pp. 209-211.
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representativeness and validity. If this sample size is not represen-
tative of the population, further sampling is required. Selection of
the business firms to be sampled is often by use of a table of random

numbers much in the fashion that residential households are selected.

Designing the Questionnaire

Concurrent with the selection of the sample, it is necessary to
design questionnaires which will elicit the informaticn required to eval-
uate the "need" for the proposed bank. Copies of a questionnaire used
in this type of study appear in Appendix A. In addition, there is a need
for reference information about the service area by which the results of
the survey can be validated. This can be accomplished by inserting ques-
tions into the questionnaires whose answers, when aggregated, can be com-
pared with facts known about the area. The results of the comparison of
sample results with population characteristics indicate whether the sam-
ple adequately depicts the compositions of the service area as a whole.

During the design of the questionnaire, every effort should be
made to eliminate the possibility of respondent or interviewer bias..
Questions are stated so as not to "lead" the respondent to predetermined
answers and should be arranged in a sequence which prevents psychological
barriers to the respondent early in the interview. Thus, more personal
questions (such as income, banking habits, etc.) are asked later after
the interviewer has established rapport with the respondent.

Prior to its actual use in the field, the questionnaire should be
pretested to insure that the questions are comprehensible, and that they

will obtain the desired information.
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Selecting and Training the Interviewers

It is always desirable to use trained interviewers to perform a
study of this type. These interviewers should have previous experience
in this type of work and, ideally, should be thoroughly familiar with the
study area.

Prior to their assignment to the field, the interviewers should
be given intensive training in the meaning of the questions, the areas
to be studied and the methods of observing other pertinent facts. They
are then assigned segments of the study area from which to obtain inter-
views. It is advisable to discuss with them the results on the first
series of interviews so that subsequent interviews will Se compatible
with the needs of the study. In order to preclude the possibility of
respondent bias entering the answers given at no time during the inter-
viewing process should these interviewers be aware of the name of the

sponsor of the study.

Tabulation
Upon completion of the interviewing process, questionnaires
should be edited and tabulated. If electronic data processing equipment
is available, the completed answers can be transcribed to punched elec-
tronic data processing cards. All tabulations then can be made by com-

puting equipment.

Validating the Sample
Before any inferences can be drawn from the sample, it is neces-
sary to determine the degree to which the sample is representative of

the population. This is accomplished by comparison of sample character-
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istics with known characteristics of the population. Some of the char-
acteristics which can be chosen for use in testing the sample's validity
are employment and personal income. These data are available from a
variety of sources including the state employment agency and the Bureau
of Economic Analysis, United States Department of Commerce. Tests which
can be used to test the validity of the sample are the stuvdents "t" test,

the Z test and/or the Chi-Square Test.

Evaluating Bank Patrons

The extent to which a respindent indicates a "need" for a new
bank, and the type of patronage which that respondent would offer the
new bank, can be evaluated on the basis of respondents' replies to ques-
tions posed during the interview. All who indicated that they do not
see a need for a new bank are aggregated with those who indicate a need
but are not now bank customers to comprise a group that does not "demand"
or '"need" new banking facilities. The remaining replies (i.e., those
who indicated "need" for a new bank and who are bank customers) can then
be analyzed to determine the following:

1. What is the source and size of their present income?

2. How would they use the new bank (i.e., checking account, savings
account, safe deposit box, check cashing, borrowing, etc.)?

Those replies which indicated that the respondent would use the
bank only to cash checks or for other nonincome-producing activities
(from a bank's point of view) should be included with the earlier group,
those who indicated that they do not have need for and are not customers
of a bank. This procedure insures that those repondents who indicated
need for the bank are willing to become deposit and/or loan customers of

the proposed institution,
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After these data have been developed and the validity of the
sample established, the results of the sample can be inferred to the
population of the proposed service area as a whole. Thus, the total
service area can then be categorized by income group and deposit poten-

tials established using the latest data available from Survey of Consumer

Finances, developed by the Institute of Social Research, University of
Michigan. Growth estimates for the future periods will follow generally

the patterns of estimates as described in Method I.

Estimating the Lending Potential

Loan estimates for Method II rely on the experiences of periph-.
eral banks serving the proposed new bank's service area at the time the
study was conducted. In this approach, the average (mean) loan to de~
posit ratio of the bank or banks currently serving the area will be com-
puted for each of the first five years these banks were in operation.
These ratios are then applied to deposit estimates of the new bank for
the appropriate years to obtain estimates of total loan volumes for
these early years of operation. These loan totals will then be distri-
buted between business loans and household loans based on the average
distributions of such loans made by the existing bank(s) as reflected

in the detailed statements for the appropriate years.

Method III
The probability factors contained in Table 1 can be adapted to
uses other than to merely define a service area for a new bank. If the
research team has reasonably current and precise block or census tract

population and income data available for theproposed service area--however
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defined--it can apply the ratios contained in Table 1 to the populations
of areas at the varying distances to arrive at the probable number of
customers a new bank would receive from each of these areas. This table
was developed from actual customer lists of new banks chartered in Okla-
homa City between 1970 and 1974. The Oklahoma City Planning Agency had
viable, updated population data by census tracts for 1973 and 1974 which
allowed the development of reasonably accurate probabilities by distances
from the new bank location. These probabilities compared closely with
probabilities developed from the results of sample surveys conducted to
determine the need and feasibility of these same banks and thus have re-
liability as estimating devices.

When the probabilities have been applied to household population
data for the service area by distance and direction from the proposed
bank site, theparameters of the service area and the proportion of the
residential market within that area which the bank can expect to capture
will be obtained. This population can then be categorized by income
grouping. In grouping the population within the service area by income
categories, it is assumed that the residential customers developed from
the probabilities in Table 1 will have the same income characteristics
as the population as a whole. In the event that a recent income distri-
bution matrix is not available for the area, the mean household income
estimates for the area can be used. This latter figure has been devel-
oped for each census tract of many of the larger cities for recent years
by the planning agencies for these cities. This mean household income
estimate is used to determine average deposit potentials in the same

manner as discussed in Methods I and II. The household or residential
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bank customers are then multiplied by the deposit potentials to arrive
at the first year residential deposjt estimate for the new bank., Commer-
cial and working populatioﬁ deposit estimates are developed in the same
manner as in Method II,

Forecasts of future growth in deposits in the proposed bank are
based on the planned developments in the area as was the case in Method 1
except that development estimates are constructed by distance from the
proposed bank site and the probabilities for residential developments
within the distances shown in Table 1 are applied to the expected popu-
lation growth. These are aggregated by year to provide estimates in the
growth of residential customers. Next, the current mean family income
for the area is used to determine the future average deposit potentials
for the area, the conditions here being that future deposits will be
stated in constant dollars based on the wost recent year for which in-
come estimates are available, Finally, these constant dollar household
deposit potentials will be multiplied by the annual number of residential
customers in the service area to obtain annual estimates of residential
deposit potential for the proposed bank.

The future growth in commercial accounts will be developed on the
basis of expected commercial expansion in the service area. This infor-
mation can be obtained through contacts with developers, city planning
departments and real estate dealers operating in the area. Expected in-~
creases in the number of commercial establishments will be multiplied by
the average deposits of firms in the area who, through the use of a
sample survey; have indicated that they will become customers of the
bank., This procedure provides estimates of future commercial deposit

potentials in constant dollars.
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The future growth in daytime or working population ig based on
the expected or projected growth in commercial and/or industrial estab-
lishments and the average employment in existing commercial and industrial
establishments in the area. The projected growth in the number of firms
arrived at as described earlier will be multiplied by the average employ-
ment in the service area, The assumption next is made that the propor-
tion of these employees living outside the service area will be the same
as currently is the case. These incremental increases will be added to
the working population of the service area that now exists. Finally, it
is assumed that the same proportion of the projected new commuters into
the area will become customers of the bank as presently iﬁdicate a willing-
ness to become customers. These new potential customers are assumed to
have the same deposit potential as those now in the area.

Aggregating these deposit potentials of the various market seg-
ments (i.e., residential, daytime population and commercial) by year
provides total annual forecasts of probable deposit balances available to
the new bank. In turn, these data provide the basis for estimating iﬁ-
come and expenditures of the proposed new bank.

The probability concepts used in establishing service area boun-
daries and estimating numbers of customers is similar in many respects
to the spatial model developed by David Huff.l8 The Huff Model is based
on the premise that consumer behavior is probabilistic in nature and
that the consumer will choose a shopping facility based on the utility

that facility offers him relative to the utilities offered by all other

18David Huff, Determination of Intra-Urban Retail Trade Areas
(Los Angeles: Division of Research, Graduate School of Business, Uni-~
versity of California at Los Angeles, 1962).
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competing facilities. These utilities are then converted to probabilities

by use of the equation’

1Y
j=1
where
Pj = Probability of consumers choosing shopping facility j and
Uj = Utility of facility j to the consumer and j = a set of

shopping facilities available to the consumer (j =1 . . . n).

Estimating the Lending Potential
Determining the lending potential of a proposed new bank using
Method III follows a modification of the Method I approach. The modifi-
cation involves a change in the method by which the number of potential

loan customers is calculated. Here, the ratio of the number of residen-

]

f
tial loan-customers to residential deposit customers of a "control" or

reference bank located in an area similar to that to be served by the
proposed bank is applied to the estimated number of residential deposit-
ors of the new bank. This results in estimates of the number of resi-
dential loan customers which the new bank might expect during its first
year of operation. This same ratio will also be applied to estimates of
the number of residential depositors for the second through fifth years
of operation of the new bank to arrive at the estimated number of resi-
dential loan customers of the new bank during those years. These numbers
of customers will be translated to residential loan volumes by multiply-
ing these numbers of customers by the installment loan potential of cus-

tomers receiving incomes similar to those of the proposed bank's service
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Commercial loan estimates for the new bank can be developed from
ratios of commercial depositors to commercial borrowers experienced by
the "control" bank and from average loan volumes per commerical customer
also obtained from the experience of the "control" bank. These will be
applied sequentially to the estimated numbers of commercial depositors
to obtain estimates of commercial loans which the new bank might expect

during its first through fifth years of operation.

Summary of Methods

Each of the three methods outlined in this chapter uses a somewhat
different approach both to defining the bank's service area and to deter-
mining deposit and loan potentials of the proposed new bank. Method 1
relies almost solely on secondary data as a basis for estimating the ex-
tent to which a new bank would be used. Some primary data are géthered
in this procedure to assist in determining the size of the "daytime" popu-
lation of the service area and in projecting the area's future growth
pattern.

Method II, conversely, relies heavily on primary data gathered by
use of random sampling survey techniques to provide the information neces-
sary to establish both "need" and the potential usage of a new bank by
residents of a proposed service area. Primary data may also be used to
delineate the service area of the proposed bank. Secondary dataused in
this method is limited principally to factors used in estimating deposit

balances which will be maintained in the proposed new bank.

19A Guide to Selecting Bank Locations, Amended Table 3.
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Method III utilizes secondary data modified by predetermined
probabilities developed from primary data and observations to determine
both the service area boundaries and probable household deposit balances.
However, other estimates such as commercial deposits, loan volumes and
potential growth depend on the compilation of both primary and secondary
data.

It should be noted that neither Method I nor Method III provides
any measure of stated "need" for a new bank except through utilizing prob-
ability or possibility estimates of use of the bank as a surrogate measure
of "need." However, Method II, through the use of survey research, can
provide real measures of perceived "need" and reasons therefore. Either
Method I or Method III could be supplemented by use of shortened surxvey

instruments to reduce this deficiency in these methods.



CHAPTER 1V

A SURVEY AND ANALYSIS OF BANKING CODES

AND FRANCHISING ARRANGEMENTS

Similarities exist between the chartering of new banks and the
issuance of franchises both to retail and service establishments, and to
some public services such as utilities and transportation companies. 1In
each situation, the franchisor (whether public or private), examines the
way in which the good or service will be used by the market the franchisee
proposes to serve, evaluating the probability of successful operation of
the proposed establishment.

This chapter will begin with an analysis of bank chartering regu-
lations and practices in twelve unit banking states, and the federal
statutes governing the establishment of national banks. Next, franchising
arrangements for retail and service establishments will be discussed and
analyzed. Then, franchising agreements between social units (such as
cities) and providers of public services will be described and discussed.
Finally, the basic factors affecting the granting of these three types of

franchises will be compared and contrasted.

Bank Chartering

Currently in the United States there are twelve states which
explicitly prohibit branch banking, and which are referred to as "unit

86
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banking states,"l

Geographically, these states are located for the most part im
the Mid- and Southwest, although two are southern states and two are lo-
cated in the Rocky Mountain area. Curiously, only three of the twelve
states are recognized as having a broad manufacturing base.2 The remain-
der of the states in this category rely heavily on mineral production,
agriculture, tourism or combinations of these industries for their major

sources of income.

Economic Considerations in the Chartering Process by States
In essence, the banking regulations of the twelve unit banking
states aggregatively examine seven basic economic factors in considering
the application for a new bank charter.
These seven factors are:
1. Public need
2. Probability of successful operation
3. Public convenience
4, Adequate representation of the state banking system
5. Public demand
6. Impact on other banks
7. The existence of a viable local market for loams.
None of the states under study include all seven factors in their
deliberations. Only one state--Oklahoma--considers as many as five, while

five states only list three of the factors as being important. Three

1These states are: Illinois, Iowa, Kansas, Minnesota, Missouri,
Montana, Nebraska, North Dakota, Oklahoma, Texas, West Virginia and Wyoming.

2 , ‘
“Illinois, Missouri and Texas.



88
states list two factors and three states list one factor as providing
sufficient basis for granting new bank charters in those states. Table 4
details the economic considerations specified by state banking law for
each of the states studied.

It is significant that nine of the twelve states listed in Table &
require that either public need or public demand for a new bank be proven
before a charter is granted. Tour of these states also stipulate that in
addition to public need or demand, the public convenience must also be
served. These latter states have clearly recognized in their statutes the
difference between need/demand and convenience and thus have exercised
knowledge of a marketing concept, viz., that need/demand and convenience
are not synonymous. Four states indicate by their banking laws that
public convenience must be served but no explicit mention is made of need
or demand. It is assumed that these states have taken a broad definition
of convenience (i.e., an action taken to satisfy material wants)3 in de-
veloping their banking laws and thus have implicitly recognized want
satisfaction by use of this term. Conversely, one state mentions the
importance of public demand but does not couple demand with either need
or convenience. The implication here is clear that demand is equated with
need.

Seven of the twelve states require some proof that the proposed
new bank will have a probable chance of success in the future. These
states recognize a second marketing dictum, that a provider of goods or
services should be located in an area which has growth potential which

affords the firm a reasonable opportunity to participate and share in

3Webster‘s Third New International Dictionary of the English Lan-
guage, Unabridged Edition (Springfield: G & C Merriam Co., 1971), p. 497.




TABLE 4

Economic Factors to be Considered in Granting State Bank Charters

In Unit Banking States by State

Adequate Impact Probability
Public Representation on of Opportunity Total
Public Public Convenience of Other Successful To Employ Factors
State Need Demand Service State System  Banks Operation Bank Funds Considered
Illinois X - X -— - - - 2
iowa X - X - - X —_— 3
Kansas X - - X - - - 2
Minnesota - X — - X X —— 3
Missouri - - X - X X —_— 3
Montana - —— X — - — - 1
Nebraska - - X - - - - 1
North Dakota - X X - - X - 3
Oklahoma X - X -— X X X 5
Texas X - —-— - - —_ 2
West Virginia - - X - - ~ - 1
Wyoming X - X - - X - 3
Total States
Required 6 2 9 1 3 7 1 -

Source: Banking laws and regulations of the listed states.

68
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this growth. This concept is particularly important to a bank since the
investment in building, equipment and personnel is of such magnitude that
from one to three years of operation are often required before the income
of the bank is sufficient of offset expenses.,

It is also significant that only three states recognize and con-
sider the fact that a newly chartered bank will have an impact on other
banks serving the area. These states apparently recognize the futility
and danger in increasing the number of banking facilities if this prolif-
eration will endanger or weaken the banking structure of the area to be
served. Each of these three states considers also the probability of fu-
ture successful operation of the new bank which, when takeﬁ with the eval-
uation of the impact on existing banks, suggests that the regulatory
agencies in these states tend to grant new charters in rapidly growing
areas which minimize the impact of new banks on existing banks and also
offer all banks a chance for growth,

Two states have requirements unique to only those states. Kansas,
for example, states that one factor to be considered in granting a new
state bank charter is the adequacy of the state banking system in the area
for which a new bank charter application has been received. This implies
that state charters might be more easily obtained for areas served only
by national banks than for areas served by state banks or both state and
national banks. Otherwise, Kansas regulations do not require that the
impact of new banks on other banks be considered and thus provide no safe-
guards against "overbanking" other than the judgment of the state charter
granting agency.

Oklahoma, too, has a unique requirement of bank organizers which
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[1{

is that the opportunity for use of bank {unds should be present im th
community in which a new state bank is proposed. This is to say that a
local loan market should be identifiable if the bank is to be established.
This requirement serves two purposes: First, it insures that the new
bank will have an opportunity to maintain a profitable loan portfolio and
second, this requirement adds further emphasis to "need" from the supply
of funds viewpoint (i.e., need for loans) which is also a factor to be
considered by the regulatory agency in Oklahoma.

The above discussion indicates that all unit banking states
recognize need, however they define it, as a factor to be considered in
chartering a new bank. In six instances, states are expiicit in this
requirement. In two states, public demand is equated to public need
and in four states, public convenience is taken to include the satisfac-

tion of wants or perceived needs,

Economic Considerations in the Federal Chartering Process

It is interesting to compare the economic factors considered by
state bank charter granting agencies in unit banking states with those
considered by the Comptroller of Currency in his deliberations on national
bank charter applications. Of course, federal regulations allow branch
banking in those states whose laws permit branch banking. However, where
state regulations prohibit branch banking, these laws usually obtain and
only unit national banks can be formed.a It should be noted that, except

for conformance with state banking laws, national banks are chartered

aCurrently four branch banking applications for Oklahoma have been
submitted to the Comptroller cf Currency. At the time of this writing,
the Comptroller has withheld his decision pending the actions of the Okla-
homa State Legislature on clarification and/or alteration of its banking
code.,
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under federal laws and state regulatory mechanisms have no jurisdiction
over the gianting of national charters. Applications for national bank
charters are filed with the Regional Supervisor of National Banks who
then conducts the hearings and forwards the application, with his recom-
mendations, to the Comptroller of Currency for final decisiom.

Natioﬁal banking laws require that the applicants for a new char-
ter prove that a new bank is needed, that it has a high probability of
successful operation, that it serve the convenience of the public and
that there is public demand for the new bank. Further, the impact of a
new bank on existing banks must not be of such severity that it endanger
any of the existing banks. 1In short, federal laws recognize that need
for a new bank must exist but also that need must be demonstrated by an
indication of demand and probable use. Also, federal laws, and the his-
toric interpretation of these laws, consider convenience in its most
basic form (which is closeness to the market to be served) as a demonstra-
tion of need for a new bank. Finally, federal laws recognize the neces-
sity of future growth of a new bank to a healthy banking system by con-
sidering the growth potential of the proposed bank's service area. Thus,
where banking laws in most of the unit banking states recognize "need"
through implication or broad word definitions, federal laws leave little
doubt as to their perceptions of "need" and the differences between "need,"

demand and public convenience.

Procedures for Charter Acquisition
As was the case in economic factors considered by state regulatory
agencies in their deliberations on bank charter applications, there are

some commonalities in the charter application and acquisition procedures
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among the unit banking states. For example, all twelve states included
in this study require that organizers of proposed new banks complete
application forms and submit such forms to the titular head of the
agency. From this point, however, the procedures tend to vary. In six
of the states (see Table 5), public hearings are required before a char-
ter is granted. During these hearings both the proponents of and oppo-
nents to the proposed new bank present their arguments vis a vis the
charter application after which the decision to grant or refuse the char-
ter is reached. In only one of the six states requiring public hearing
is the decision concerning the charter made by the head of the regulatory
agency. In the remaining five states, the decision is made by the regu-
latory board of which the head (be he called Commissioner, Chairman, etc.)
is a member.

Six states (see Table 5) do not require public hearings on state
bank charters. The decisions in such cases are reached either by regu-
latory boards (two states) or by the titular head of the agency acting
alone (four states).

Seven states also have provisions for appealing the decisions
reached concerning the granting or refusal of a charter application. The
appeal in two of these states is submitted to the state banking board,
commission or the equivalent. Two additional states allow appeals‘to
district courts and two states allow appeals directly to the State Su-
preme Court.

Only one state, Oklahoma, has established a special appellate
body to consider bank charter appeals. Appeals from state banking board

decisions in Oklahoma are first heard by the Court of Bank Review (the
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members of which are appointed by the Governor) whose decision may then
be further appealed to the Oklahoma State Supreme Court. Thus, Oklahoma
has an appeal route involving two appellate bodies. Unfortunately, how-
ever, decisions rendered by these appellate bodies in Oklahoma have the
effect of granting or refusing charters which ultimately means that three.
charter granting bodies exist in that state. Laws of other states with
appellate procedures directed to courts of law stipulate that the appel-
late bodies are merely that and that their decisions, along with the
trial records, return to the charter granting agency for consideration
during a rehearing if such is ordered. Table 5 details the charter
granting procedures of the various unit banking states.

Federal bank regulations make no provision for appeal. In the
case of national bank charters, the decision of the Comptroller of Cur-
rency is final and no appeal may be made. Several attempts hav been
made to use Federal District Courts as appellates to decisions of the
Comptroller of Currency. These, however, have failed as invariably the

Federal Courts have refused to hear such appeals,

Retail Franchising

In many respects, franchising of retail and/or service establish-
ments closely approximates the chartering of a private bank. In each
case, the charter (or license) to operate has as a major purpose the
contrcl of quality of product or service dispensed by the franchisee. In
the case of banks, the chartering agency tends to have greater interest
in controlling quality of service for the sake and protection of the

public. A franchse, however, is granted to control gquality of product
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TABLE 5

Procedures for Application and Acquisition
Of State Bank Charters
(Unit Banking States)

File Commissioner Board Public Appeal

State Application Decides Decides Hearing Allowed
Illinois X -~ -— 0
Towa X X == X A
Kansas X - X - 0
Minnesota X - X X c
Missouri X X - - B
Montana X X - - 0
Nebraska X - X X D
North Dakota X - X - 0
Oklahoma X - X X E
Texas X - X B
West Virginia X - X X <
Wyoming X X -- - 0
Total 12 5 7 6 7

Source: State Banking Codes.
Key: = Requirement

Not required

Not mentioned in code

Appeal to District Court, Polk County, Iowa

Appeal to State Banking Board or equivalent

Appeal to State Supreme Court

Appeal to District Court

Appeal to Court of Bank Review and State Supreme Court

o =<
]

o Ow>
wononwon
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for the sake of the franchisor as well as for the protection of society.
In addition to the factor of quality control, the franchising of retail
activities has other purposes such as the control of a marketing process,
the achievement of cost efficiencies, the guarantee of a uniform product
with a known quality standard and the minimization of investments and
personnel requirements of the corporate channel. The chartering of a
new bank, of course, does not directly accomplish any of these latter
goals in a unit banking state.

Franchising of distributors of goods and services has yet another
and probably more important function in the marketing scheme. This func-
tion is to "provide each reseller with a large enough sales and market
potential to keep the reseller interested in aggressively selling the
line."5 Bank chartering, as pointed out earlier, has an entirely differ-
ent function, which is ultimately twofold: (1) the protection of society
while still providing needed service and (2) the protection of stock-
holders' investments and equity.

Where the bank charter is the foundation and key essential of a
new bank, so the license is the heart of the franchise. Only through
the elements of such a contract can a continuing relationship between
franchisor and franchisee be maintained. The bank charter itself differs
significantly from the franchise license. The principal differences
which exist between the two are essentially due to the differing loca-
tions of control. In the case of the bank charter, control of such ele-

ments as accounting method, interest rate ceilings, qualifications of

officers and other similar elements are controlled by government regula-

“H. L. Hansen, Marketing: Text, Cases and Reading, rev. ed.
(Homewood, I1l.: Richard D. Irwin, 1961), p. 465.
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tory authoritiss. All other aspects such as quality of service, appear-
ance of the operating quarters, hours of operation, etc., are controlled
by the owners through management. In the case of the franchise, the
franchisor in effect controls the channel of distribution. This control
extends to all or nearly all elements of the operation from the site,
suppliers, quality of product or service, advertising, down to such mun-
dane factors as appearance of employees and method of delivery. The
franchisee (or local management) serves primarily as a policy and pro-
cedure implementor and has little choice in the mode of operation except
in the hiring and firing of employees. In short, the franchisee in ac-
cepting a franchise agrees to perform the marketing function in a speci-
fied manner. Thus, the franchising arrangement at the retail level
represents a method for creating a total vertical distribution system
which is centrally administered.6

Franchises, because of some earlier excesses, have come under
increasing regulation by both Federal and State governments. Some of
the areas in which franchises are now regulated are in price setting
(either for the finished product or materials purchased from the fran—
chisor), setting trade or service territories and tying agreements where
the franchisee can purchase only from the franchisor. In a sense, then,
the franchisor undergoes some of the same regulatory constraints as the
bank in that the regulations imposed upon them are for the good of the
public.

Unlike the banking industry where only two types of bank charters

exist, viz., state and national, five general types of franchises are

6?. R. Stephenson and R. G. House, "A Perspective on Franchising,”
Business Horizons, 14 (August 1971), pp. 35-42.
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currently is being and operational in the United States.’ These are:

1. Manufacturer--Retailer; as noted in the automobile and service
station sectors

2. Manufacturer--Wholesaler; prevalent in the soft-drink bottling
industry

3. Wholesaler--Retailer; as noted in hardware and automotive parts

4. Trademark (Tradename)--Retailer; as noted in business services,
fast food, convenience groceries, hotels, etc.

5. Other; as noted in vending machines.

The growth in the population and econoﬁic strength of the country
has provided the impetus for expansion in each of the five distinct types
of franchising. A wide variety of factors has contributed to this growth,
not the least of which has been the desire on the part of some wholesalers
to combine their purchasing power with others and thus receive benefits
from the economies of scale. Usually, these groupings were made in fran-
chise arrangements so as to compete with larger chains. A second impor-
tant reason for this rapid growth is the high mobility and brand conscious-
ness of the American public.

The brand consciousness of the American public toward such products
as automobiles, brands of gasoline, certain types of clothing and house
furnishings, to mention only a few, does not generally extend, at least
in Oklahoma, to bank names or logotypes. This phenomenon might be ex-
pected in a unit banking state since no apparent relationships, either
managerial or operational, exist between banks in different communities
even though the names are identical (or similar). Several bank image

studies conducted by the Center for Economic and Management Research,

7

C. L. Vaughn, Franchising (Lexington: Lexington Brooks, 1973),
pp. 1Off. .
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University of Oklahoma, in various areasof Oklahoma indicate rather that
bank customers rely more on bank location in making their initial choices
of banks.8 In fact, less than 20 percent of the customers of banks for
which such studies were conducted indicated that "brand" as represented
by bank name had any effect on their choice of banks or on their continued
patronage of a bank. Thus, it is safe to assume that at least in one
unit banking state, the growth in the number of banks was to no degree
dependent upon brand consciousness. In fact, the reverse was probably
true since, ostensibly at least, each bank in a community is independent
from all others in that community insofar as ownership and management is
concerned. This suggests that banks, unlike franchisees 6f other goods
and services, do not have the comfort of brand consciousness nor loyalty
in support of their growth in terms of numbers.

Retail outlets are franchised presumably because there is a de-
mand for the product or service offered by the outlet. This is to say
that a retail franchise outlet delivers goods or services to the public
where those goods or services are needed, when desired, in quantitieé
and varieties demanded and at a price commensurate with the public's per-
ception of the value of the good or service. Implicit in all of this is
that the operation will succeed only if the public demands its product,
and will patronize the store. The franchisor is much less sensitive to
the impact of a new store on existing stores than are bank chartering
agencies. Conversely, the franchisor appears to be much more sensitive

to satisfying demand than are bank chartering agencies.

L2

8N. J. Dikeman, Jr., "The Image of the May Avenue Bank and Trust

Company," Unpublished report, Bureau of Business and Economic Research,

University of Oklahoma, 1973,



Municipal franchising is as similar to bank chartering as it
differs from retail franchising. In this concept of franchising, society
in the form of a local, state or federal government agency grants a right
and authority to operate certain facilities or perform certain services
which a person or group otherwise is prohibited from doing. Specifically,
it is a grant of authority, usually by a vote of the people, to use cer-
tain public facilities for the purpose of carrying on business of a nature
which is for public benefit. This conforms closely to the bank charter
which grants individuals or groups of individuals the opportunity and au-
thority to conduct business otherwise not available to them. While usually
banks do not require the use of public facilities or easements to conduct
this business, they are, nevertheless, in much the same category as public
utilities.

In addition to the chartering / enfranchising similarities, the
controls placed on banks and public utilities are likewise very similar.
In both cases, the scope of the business to be conducted in cearly de-
fined, certain business ethics are prescribed, maximum rates of charges
and payments established and other practices defined and regulated.

In terms of the marketing concept and satisfying public demand,
the granting of franchises for public utilities is more responsive than
are bank chartering agencies. This is due in part to the fact that the
public has a greater voice in defining and obtaining the services, and
in determining the length of service of public utilities than is the case
in bank chartering. In addition, regulatory bodies supervising and con-

trolling public utilities have more immediate and effective means of
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regulating the activities and rates of public utilities than is the
case with agencies regulating banks. It goes without saying that most
publicly franchised utilities--with the possible exception of transpor-
tation and communication--are essential to the life and well being of
the public they serve. Thus, demand and need are synonomous and uni-

versal within the territory served by the enfranchised utility.



CHAPTER V
CHANGES IN BANKING STRUCTURES IN TWELVE UNIT BANKING STATES

One test of the responsiveness of any type of business structure
to the needs of the portion of society it serveé is the relationship
which exists between the changes, over time, in the number, size and
types of business establishments, and the changes in the segment of so-
ciety the business structure desires to serve. In most consumer oriented
businesses, the response to changes in the location, size and makeup of
the business' market are almost automatic. This is to say, that as a
specific consumer market moves or grows, the trades and services serving
that market either move to the new market area, or they expand their
operation to meet the growth., This is a reflex action on the part of
the business community in recognition of the need of society for the
goods and services offered by the particular business.

Business entities, such as banks, whose decision making powers
are subject to review and approval by a regqlatory body, may or may not
respond to the needs and demands of society to the same extent and with
the same alacrity as those which ére purely entrepreneurial in nature.

In this sort of a situation, a high level of market satisfactiom,
i.e.; a feeling on the part of most of the potential consumers in some
market that their needs are being met; depends on both executives in the

102
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banks serving the market and the decision makers in the regulatory agen-
cies possessing a sophisticated understanding of what the needs and wants
of the public are regarding banking services. If either of these groups
fails to have this understanding, then both the quality and the quantity
of the banking services being provided consumers will be less than might
be satisfactory to society.'

The present study, focusing on unit banking states, offers an
opportunity to explore the degree to which bank regulatory agencies ex-
hibit an awareness of the need for any busines§ (regulated or not) to be
responsive to the needs and wants of the customers it serves. One test
of the degree of responsiveness of the bank charter granting agency to
the needs (wants) of soclety is the extent to which that regulatory
agency has allowed the banking industry to grow and expand in response
to demographic and economic growth.

Population in the twelve unit banking states as a whole has
grown by 8.2 million persons since 1960.1 This growth represents an
average annual rate of 1.1 percent per year compounded. During this-
same period, the number of banks in these states grew from 5,746 to 6,702,
which also represents an annual growth rate of 1,1 percent per year.
Thus, on the basis of sheer absolute growth, it appears that bank char-
tering agencies in the unit banking states have permitted banking facil-
ities to grow with the population (see Table 6).

The growth in banking facilities in these states was due to in-

creases in both state chartered and nationally chartered institutionms.

1Census of Population, 1960 and 1970, Bureau of the Census, U.S.
Department of Commerce; and Population Estimates of the United States,
1974, Series P-25, Number 684, May 1977, U.S. Department of Commerce.
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TABLE 6

Number of Commercial Banks, Capital, Deposits and Population

In All Banks in Unit Banking States by State
1960 and 1974

Percent
State 1974 1960 Change
Illinois
Number of Banks 1,183 960 23.2
Capital Accounts ($000) 4,606,094 1,518,013 203.4
Deposits ($000) 58,609,992 17,467,743 235.5
Population (000) 11,178 10,086 10.8
Iowa
Number of Banks 657 635 3.5
Capital Accounts ($000) 884,896 303,853 191.1
Deposits ($000) 10,588,706 3,065,856 345.3
Population (000) 2,853 2,756 3.5
Kansas
Number of Banks 512 583 5.0
Capital Accounts ($000) 762,785 229,872 231.7
Deposits ($000) 7,964,225 2,409,676 230.5
Population (000) 2,270 2,183 4.0
Minnesota
Number of Banks 742 679 9.2
Capital Accounts ($000) 1,157,486 407,090 184.3
Deposits ($000) 13,887,051 4,509,246 208.1
Population (000) 3,901 3,425 13.9
Missouri '
Number of Banks 694 610 13.7
Capital Accounts ($000) 1,498,972 573,406 161.4
Deposits (4000) 16,161,768 6,150,277 162.7
Population (000) 4,772 4,326 10.3
Montana
Number of Banks 152 119 27.7
Capital Accounts (4000) 204,604 62,538 225.4
Deposits (4000) 2,615,725 829,004 149.2
Population (000) 735 679 8.2
Nebraska
Number of Banks 448 392 14.3
Capital Accounts ($000) 500,100 161,877 208.6
Deposits ($000) 5,766,599 1,652,371 249,1
Population (000) - 1,540 1,417 8.7
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TABLE 6 {Continued)

Percent
State 1974 1960 Change
Oklahoma
Number of Banks 455 389 17.0
Capital Accounts ($000) 822,954 262,000 214,1
Deposits ($000) 9,209,678 2,710,000 239.8
Population (000) 2,683 2,336 14.8
North Dakota
Number of Banks 168 153 9.8
Capital Accounts ($000) 186,730 56,759 228.1
Deposits ($000) 2,234,538 ~ 650,091 243.8
Population (000) 634 634 0.0
Texas
Number of Banks 1,306 990 31,9
Capital Accounts ($000) 3,660,864 1,072,937 241.0
Deposits ($000) 42,515,844 12,283,598 246.1
Population (000) 12,017 9,624 24.9
West Virginia
Number of Banks 214 181 18.2
Capital Accounts ($000) 471,607 146,504 221.1
Deposits ($000) 4,979,614 1,266,203 293.4
Population (000) 1,783 1,853 - 3.8
Wyoming
Number of Banks 74 55 34.5
Capital Accounts ($000) 122,369 36,300 238.9
Deposits ($000) 1,421,772 421,109 237.8
Population (000) 361 331 9.1
TOTAL
Number of Banks 6,705 5,746 16.4
Capital Accounts ($000) 14,879,461 4,831,149 208.0
Deposits ($000) 175,955,512 53,415,174 229.4
Population (000) 44,227 39,650 12.8

Source: Annual Report of the FDIC, 1960, 1974, Tables 103, 104
and 107; Bank Operating Statistics, 1974, Federal Deposit Insurance
Corporation; Statistical Abstract of the United States, 1977, U.S.
Superintendent of Documents.
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State banks increased froﬁ 3,856 banks in 1960 to 4,581 banks by the end
of 1974--an annual rate of increase of 0.8 percent. This suggests that
both the federal and state chartering bodies were cognizant of social
needs for banking facilities. In fairness to the national banking sys-
tem, it should be noted that during the latter portion of 1960 and the
early 1970's, a large number of national bank charters were changed to
state charters due in part to the more stringent reserve requirements
of the federal system.

In most unit banking states it appears that the state charter .
granting agencies have recognized the demand and need for new banking
facilities and have acted accordingly. Where state agenéies have tended
to show reluctance in authorizing new banks, the office of the Comp-
troller of Currency has apparently provided some relief. It would not
be fair, however, to judge the activities of the two chartering sources
merely on the basis of charters granted since, in most states, applica-
tions for state charters far exceed those for federal charters. Table 7
records the number of state and national banks by state for 1960 and 1974.

The rates of increase in banks in unit banking states is not uni-
versal throughout all twelve states although in most cases, the rates
parallel those of population changes. Only in the cases of West Virginia,
where the population declined while the number of banks increased 18 per-
cent, and in North Dakota, where the population remained relatively
unchanged while the number of banks rose 10 percent, were the patterns
different,

To better appraise the reaction of state and federal bank regu-

latory authorities to demographic and social changes, the location of the




107
TABLE 7

Distribution of Banks by Type of Charter in Unit Banking States
1960 and 1974 :

Nationally State
Chartered Chartered Total

State 1960 1974 1960 1974 1960 1974
Illinois 400 420 560 763 960 1,183
Towa 96 29 539 558 635 657
Kansas 167 171 416 441 583 612
Minnesota 179 202 500 540 679 742
Missouri 77 110 533 584 610 694
Montana 42 .55 71 97 119 152
Nebraska 121 121 271 327 392 448
North Dakota 38 43 115 125 153 168
Oklahoma 200 193 189 262 389 455
Texas 468 522 522 784 990 1,306
West Virginia 77 100 104 114 181 214
Wyoming 26 44 29 30 55 74

TOTAL 1,891 2,080 3,855 4,625 5,746 6,705

Source: Annual Report of the FDIC, 1960 and 1974.

new banks chartered in these states must be analyzed. If most of the
new charters issued are for banks which will be situated in growth cen-
ters, then the agencies are implicitly, at least, considering the demand
factor in their decision making process. If, however, the new banks are
located in other than growth centers, possibly other considerations en-
ter more heavily into their decisions.

For the twelve states as a whole; 23 percent of the new banks
chartered between 1960 and 1974 were located in major cities (see

Table 8).
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TABLE 8

Percentage Change in Total Number of Banks Chartered,
Banks Chartered in Urban Centers and
Population Growth of Urban Centers,
Unit Banking States

1960-1974
A .Changes in Population
State Banks in Change,
Population New Banks Urban Centers Urban Centers

State Chartered
Illinois 11 23 17 13
Towa 4 3 4 11
Kansas 4 5 41 12
Minnesota 15 9 23 19
Missouri 10 14 22 14
Montana 9 28 0 10
Nebraska 9 14 22 19
North Dakota 0 10 8 23
Oklahoma 15 17 36 19
Texas 25 32 30 24
West Virginia =4 18 0 -4
Wyoming 9 35 20 2
TOTAL 9 14 23 21

Source: American Bank Directory, Spring 1975, McFadden Business
Publications, Norcross, Georgia; Census of Population, 1960, U.S.
Bureau of the Census; and Population Estimates of the United States,
Series P~25, Number 684, May 1977, U.S. Department of Commerce.

Locations of new banks in five of the twelve states equalled or
exceeded this average. Several examples of apparent consideration given
by bank chartering agencies for the location of banks near growing popu-
lation centers were Kansas, where 41 percent of the new banks chartered
during the period were located in urban centers, and Oklahoma; in which

36 percent of the new banks were authorized for urban centers.
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The extent to which the number of banking facilities in the unit
banking states has kept pace with population growth is further exempli-
fied by the fact that, where in 1960 there were 7,380 persons per bank
in these states, by 1974 this ratio had dropped to 7,123 persons per

bank (see Table 9).

TABLE 9
Banking Ratios and Changes in Unit Banking States
1960-1974
Percentage
Ratio Units 1960 1974 Change
Persons per Bank Number 7,380 7,123 -3.5
Deposits per Bank $000 9,578 26,982 181.7
Capital per Bank $000 858 2,303 168.4
Deposits as Share
of Personal Income Percentage 60.9 70.6 -

Deposits per Person § 1,298 3,788 191.8

Source: Annual Report of the Federal Deposit Insurance Corpora-
tion, 1960 and 1974, Washington, D.C.; Census of Population, 1960,
Bureau of the Census, Washington, D.C., Bureau of Economic Analysis,
U.S. Department of Commerce.

Population alone is not a sufficient measure of need for new
banking facilities. Rather, population and income taken together are far
more indicative of social needs for and potential support of new banks.
Studies conducted over time have borne out the obvious fact that a large
proportion of households and individuals in higher income categories are
customers of banks than in the lower categories.2 The distribution of
bank deposit customers by income category according to the latest of

these studies is shown in Table 10,

2George Katona, et al., Surveys of Consumers, 1971-72 (Ann Arbor:
Institute of Social Research, University of Michigan, 1973), p. 7ff.
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TABLE 10

Percentage of Households which are Bank
Deposit Customers by Income Category

Annual Income Percentage
Under $1,000 21
1,000 - 1,999 : 38
2,000 - 2,999 50
3,000 - 3,999 50
4,000 ~ 4,999 60
5,000 - 5,999 62
6,000 - 7,499 65
7,500 - 9,999 75
10,000 - 14,999 81
15,000 and above 93

Source: Survey of Consumers,
1971-72, Institute of Social Research,
University of Michigan.

Comparing the deposit growth in banks in the unit banking states
with income growth reveals that while personal income in these states
increased by 198 percent, bank deposits rose 231 percent. As a result
of these varying rates of increase, bank deposits in these twelve unit
banking states received an increasing share of income. Deposits as a
percentage of income in 1960 amounted to 60.9 percent, whereas by 1974
deposits accounted for 70.6 percent of personal income. This indicates
that as banks became more accessible and income rose, soclety made greater
use of these facilities. Of equal significance is the fact that in 1960,
deposits per person in unit banking states averaged $1,298 and by 1974
this had increased to $3,788, a rise of 192 percent.

Based on the data previously presented, the growth of banks and
banking facilities in unit banking states and the increased utilization
of banks by residents of these states suggests that the bank regulatory

agencies in these states have recognized changing demographic structures




111
and have granted new facilities to satisfy these changes. Other types of
analyses, however, suggest that this recognition may not have been as
absolute as the data so far might suggest.

Increased population accompanied by gains in income are the im-
portant ingredients to the creation of new demands and needs for banks as
well as other businesses. An acceptable proxy for these two variables
is per capita disposable income. Comparing per capita disposable income
for the twelve states and the number of bank charter applications (during
the period 1970-1974) through regression analysis reveals that there is
a negative relationship between the number of bank charter applications
submitted to bank regulatory authorities in these states énd the level of
per capita disposable income.

This would seem to indicate that as per capita income rises, fewer
charter applications are filed. Moreover, the same negative relationship
apparently exists between per capita income and the number of bank char-
ters granted. Thus, potential organizers of new banks have apparently not
based their decisions to submit bank charter applications on changes in
population and income, as is witnessed by the negative relationship between
the changes in application submissions and per capita income. In additionm,
bank regulatory authorities apparently place even less emphasis on these
factors in granting charters. Table 11 details the number of charter ap~
plications, the number of charters granted and the per capita disposable
income in the 12 unit banking states between 1970 and 1974.

Measuring the changes in charter approvals against changes in
charter applications reveals that only slightly more than 39 pércent of

in approvals are due to changes in applications. This suggests
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TABLE 11

Bank Charter Applications, Charters Approved and Per Capita
Disposable Income in Twelve Unit Banking States

1970-1974
Charter Charter Percentage Per Capita
Year Applications Approvals Approved Disposable Income
1970 187 - 76 40.6 $3,255
1971 178 88 49.4 3,471
1972 199 93 46.7 3,661
1973 198 59 29.8 3,110
1974 147 43 29,2 4,318

Source: State bank chartering agencies.

Note: The coefficient of correlation of Per Capita Dispoable
Income and Charter Applications = -=0.45. The coefficient of correlation
of Per Capita Disposable Income and Charter Approvals = -0.80. The

coefficient of correlation of Charter Applications and Charter Approvals
= 0.63.

that state bank chartering agencies are guided by the total number of
applications they process to a greater degree than the quality of the ap-
plications themselves. This tendency is further borne out by the fact
that, with two exceptions, an average of 45.6 percent of the total appli-
cations received in unit banking states between 1970 and 1974 were ap-~
proved.

The rates and patterns of approval noted above were not general
throughout all unit banking states during the period analyzed. For ex-
ample, during the period 1970-1974, the Iowa State Department of Banking
approved 60 percent of the charters applied for while the Texas Depart-
ment of Banking approved only 27 percent of the charter applications in

this period. Table 12 details these data by state.
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TABLE 12

Applications and Charters Granted by State Regulatory Boards
In Unit Banking States

1970-1974
1 Charters Percentage
State Applications Approved Granted
Illinois 249 105 41.7
Towa 11 7 63.6
Kansas 35 14 40.0
Minnesota 54 21 38.9
Missouri 60 36 - 60.0
Montana 21 17 54.8
Nebraska 38 20 52.8
North Dakota 4 1 25.0
Oklahoma 58 29 50.0
Texas 343 93 27.1
West Virginia 30 14 46.7
Wyoming _6 _2 33.3
TOTAL 909 359 39.2

lIncludes applications and approvals for charter change from
National to State.

Source: State Banking Commissions and Annual Report of the
Federal Deposit Insurance Corporation, 1970 and 1974.

These data suggest that banking structures in unit banking states
have reacted sluggishly to changes in socio-economic conditions in those
states. The reasons for this slow reaction time are varied and ill de-
fined. Moreover, the causal factors for this situation are so inter-
twined as to be almost inseparable. First, based on the relatively low
relationship between charter applications and per capita income changes,
potential bank organizers apparently are not able to match growth in

potential new demand with requests for new bank locations. This lack of

-
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reaction to change on the part of bank entrepreneurs may be due to the
stringent charter application requirements in most unit banking states
and the highly problematical results of making such applications, or it
may be due to a more conservative business outlook among bankers--they
may require the potential demand 'to prove itself" before they act.

Bank charter granting agencies in these states likewise do not
fully recognize the need for new bank services brought about by social
and economic change. This lack of recognition is witnessed by the almost
complete absence of a cause and effect relationship between per capita
income changes and new bank charters-issued. This apparent absence of
need awareness is possibly due, first, to the dominance of the membership
of many of the decision making boards by bankers who prefer to protect
existing banks from possible aggressive competion. It is also likely
that a number of charter applications are not of sufficient quality (i.e.,
they do not provide the charter granting groups with proof of neéd, etc.)
to merit favorable consideration. Finally, some charter granting groups
may have an unspoken understanding about the proportion of applications
to be approved each year. Data received from the various unit banking
states pertaining to charter applications and approvals lend some weight
to this possibility. Political consideration may also be an important
factor in charter granting decisions but this area is not a topic of re-
search addressed during this project. |

In the final analysis, then, it can be said that neither the
entrepreneurial segment of society nor the charter granting groups in
unit banking states are completely responsive to social needs for new

banking facilities occasioned by demographic and/or economic change.
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Apparently, the only stimulus to which the charter granting agencies in
these states react is the number of applications they receive. This being
so, only greater interest by potential bank organizers (evidenced by in-

creased charter applications) will result in the authorization of the

new banks needed by society.



CHAPTER VI
EVALUATING NEED

As pointed out in Chapter IV, the state banking codes in unit
banking states which recognize need (either implicitly or explicitly) and
the regulations under which national bank charters are granted tend to
assume that new banks are needed if the economic feasibility of new banks
can be established. Possibly for this reason, methodologies designed to
determine only the "need" for new banks have not been developed. Rather,

methods for determining the economic feasibility of proposed new banks

are used. In recognition of the widespread use of "feasibility studies"
in lieu of "need" studies, this chapter presents three approaches to the
evaluation of the feasibility of a new bank.
In this section, the methods discussed in Chapter III were applied

to a situation involving the chartering of a new bank in Oklahoma City.

As pointed out earlier, the first method was developed by the Marketing
Department of the American Bankers Association,1 and relies principally

on secondary social, demographic and economic data coupled with the re-

2
sults of national studies of consumer finances. The second method used

1
A Guide to Selecting Bank Locations (New York: Marketing De-
partment, American Bankers Association, 1965).

1972 Survey of Consumer Finances (Ann Arbor: Survey Research
Center, University of Michigan, 1973).

116
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in this determination is a marketing research tool commonly used to de-
termine the feasibility of any retail purveyor of goods and services.

This approach depends basically on primary data gathered by sample sur-
veys within a proposed bank service area. The third method employed is
based on the probabilities developed by examining the depositor records
of ten neighborhood banks in-Oklahoma City, Oklahoma. For the purposes
of discussion, these methods shall be referred to as Methods I, II and

III.

Application of Methods to a Bank Charter Application

Because of the differences in the approach of the three methods
of determining the feasibility of a new bank, equally significant differ-
ences in results should not be unexpected. To test this possibility,
each of the three methods were used to evaluate the deposit potential of
a new bank in Oklahoma City which was chartered in 1970. This bank was
chartered on the west side of Oklahoma City and was located in a neigh-
borhood with good apparent growth potential both from a residential as
well as a commercial point of view. In each case the same service area
was assumed. This service area was developed by the use of driving times
from the proposed location to existing banks and dividing this by 2 and

using the resulting driving time figure to develop service area boundaries.

Estimates of Deposits Using Method I
The service area developed for use in this example generally in-
cluded Oklahoma City census tracts 1069.04 and 1069.5. According to the

Census of Housing, 1970, these tracts had a population of 12,051 persons

in 3,964 households. Based on the amount of vacant land and the proximity
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of this area to the industrial sectors of Oklahoma City, developers in
the area estimated that approximately 2,200 additional dwelling units
would be constructed in this area within the ensuing five-year period.
The area contained 313 commercial establishments including 167 service
establishments, 111 firms involved in the trades, 23 manufacturers and
12 construction companies. .Analyses of the employment patterns of these
firms suggested that 3,500 persons employed by these organizations re-
sided outside the area.

The Census of Population, 1970, reported a family income distri-

bution of this area's residents as follows:

TABLE 13

Income Distribution of a Selected Area
Oklahoma City, Oklahoma

1969

Category Number of Families Percentage
Less than $1,000 18 0.6
$1,000 - $1,999 49 1.5
$2,000 - $2,999 57 1.8
$3,000 - $3,999 87 2.7
$4,000 - $4,999 143 4.4
$5,000 ~ $5,999 105 3.2
$6,000 - $7,499 282 8.7
$7,500 - $9,999 490 15.1
$10,000 - $14,999 1,061 32.6
$15,000 and over 960 _29.4

TOTAL 3,252 100.0

Source: Census of Population and Housing
Census Tracts, 1970, Oklahoma City, United States De-
partment of Commerce, Bureau of the Census.
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The 712 households (not defined as families) in this area had
a mean income of $5,968 per year. It will be recalled from the explana-
tion of Method I that the number of households includes families and
unrelated individuals living in separate housing. Income distributions
are provided for families bqt not for unrelated individuals in the Cen-
sus of Population. Thus, deposit potentials can be computed by income
category for families but must be computed for unrelated individuals as
a2 group based on the mean income ¢f the group. Combining the average
income of these two groups results in a mean household income for the
whole area of $9,685.

The next step in this series of calculations is to estimate the
number of families and households in the area which will maintain bank
accounts. This is accomplished by applying the probable percentage of
families and households maintaining checking and savings accounts in
each income group as reported by the American Bankers Association to the
number of families and households shown in Table 13 above, These calcu-
lations appear in Table 14.

These calculations shown in Table 14 indicate that residents of
this area will wmaintain 2,990 checking accounts totaling $2,042,515 and
2,510 savings accounts amounting to $7,133,099. Adding these to the po-
tential checking and savings balance of the non-family households in the
area brings total potential residential checking account balances to
$2,170,846 and potential residential savings account balances to
$7,817,731.

These residential accounts must then be supplemented by the de-

posit potentials of the net working population in the area. Of the 3,500




TABLE 14

Potential Number of Individual Checking and Savings Accounts
And Account Balances by Income Groups in a Selected Area
Oklahoma City, Oklahoma

Estimated Estimated

Percentage Number Percentage Number Checking Savings

Number Having of Having of Account Account

of Checking Checking Savings Savings Balances Balances

Annual Income ($) Families Accounts Accounts Accounts Accounts (%) )

Less than 1,000 18 21 4 22 4 536 1,972
1,000 - 1,999 49 38 19 31 15 3,553 22,215
2,000 - 2,999 57 50 28 32 18 9,800 14,220
3,000 - 3,999 87 50 44 45 39 14,306 66,456
4,000 - 4,999 143 60 86 43 61 24,252 80,581
5,000 - 5,999 106 62 65 ' 47 49 18,915 88,984
6,000 - 7,499 ' 282 65 183 58 149 44,103 285,335
7,500 - 9,999 490 75 368 64 314 121,072 477,908
10,000 - 14,999 1,061 81 859 72 764 397,717 2,236,228
15,000 and above __960 93 _ 893 75 720 1,408,261 3,859,200
TOTAL 3,252 78 2,549 66 2,133 2,042,515 7,133,099

Source: Table 13 and A Guide to Selecting Bank Locations, American Bankers Association.

Note: The 712 households had an average annual income of $5,968. This group falls in the
$5,000 - $5,999 income category in which 62% maintain checking accounts and 47 percent maintain savings
accounts. Thus these households generate 441 checking accounts totaling $128,331 and 377 savings
accounts totaling $684,632.

0tr
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persons working in the area but living elsewhere, an analysis of the
daytime traffic flow based on automatic traffic counters operated by the
Oklahoma City Planning Department in the daytime hours indicated that 30
percent of the traffic between 7:30 a.m. and 9:00 a.m. flowed on arteries
adjacent to the proposed bank. On this basis it was assumed that 1,050
of these vehicles (i.e., 3,500 x .30) would be potential customers of the
bank. Further analysis of the traffic flow data indicated that most, if
not all, of the net working population were employed in the trades and
services which, in 1970, received average weekly wates of $122.13.3 This,
in turn, is translated to $6,106 annually. Applying the appropriate mul-
tiplier to these data results in checking account potential for this
group of $164,482 and a savings potential of $1,065,698. These bring the
total first year individual deposit account potentials to:
In personal checking accounts - $2,335,328
In personal savings accounts - $8,883,429

The potential of the business community in the area is more diffi-
cult to assess in retrospect than was the residential population, espe-
cially since the area being studied was one of recent development and
records of commercial change in the area were almost non-existent.

For the purpose of this analysis, first year deposit records of
a bank in a similar area of Oklahoma City were used to synthesize deposit
estimates for these firms. These records indicated that the average de~
posit balance per trade and service firm was $7,316 while the average

deposit balance per manufacturing firm was $22,110 and each construction

3Oklahoma Labor Market (Oklahoma City: Oklahoma Employment
Security Commission, July 1970), pp. 22-24.
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firm averaged $10,167 in monthly deposit balances. Applying these aver-
ages to the establishments in the area resulted in the following average

demand or checking deposit balances:

Trade and Services $2,033,848
Manufacturing 508,530
Construction 122,004

TOTAL $2,664,382
Adding these balances to the potential as shown for the residential
and net working population sectors results in the following first year de-
posit potentials:
In checking accounts $4,999,710
In savings accounts 8,883,429

TOTAL DEPOSIT POTENTIAL $13,883,139

These data are summarized in Table 15 below.

TABLE 15

A Summary of Estimated Deposit Potentials of a Proposed New Bank
In Western Oklahoma City by Source and Type of Depositl

Type of Deposit

Source Checking Savings Total

Families $2,042,515 $7,133,099 $ 9,175,614
Other Household 128,331 684,632 812,963
Working Population? 164,482 1,065,698 1,230,180
Commercial’ 2,664,382 —- 2,664,382

TOTAL $4,999,710 $8,883,429 $13,883,139

1Based on Method I procedures.
2Population working in the area but resideing outside the area.

3Includes industrial establishments.
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While the potential market for bank deposits in this service
area approaches $14 million, it should be noted that (a) residents now
in the area have established banking habits which may be hard to change;
(b) not all members of the net working population will desire banking
services in the area in which they work; and (c) portions of the business
community either are committed to existing banks through credit or payroll
arrangements or by decisions made by their headquarters, if they are a
ranch. Thus, the proposed new bank will have access to only 2 portion
of this potential market at least during the first few years of operation.
To estimate the possible extent to which the proposed new bank can pene-
trate this market, records of an existing bank in a similar location
were relied on. The reference bank was founded in 1963 and thus its de-
positor records must be compared with 1960 census tract records since
those were the closest available in terms of time.

The reference bank was established in an area which contained
2,768 households and 217 business concerns of various types. First year
records indicate that this bank had acquired 1,022 household or personal
demand deposit accounts, 548 residential savings accounts and 39 commer-
cial accounts. This suggests that, on the basis of the experience of a
similar bank, the proposed new bank using Method I as a feasibility
measure could expect to acquire 37 percent of the households as demand
depositors, 20 percent as savings depositors and 18 percent of the busi-
ness establishments as depositors. Since no data were available on the
income distribution of these depositors, average deposit balances de-
veloped from the potential total market are used to estimate probable

balances. The average balance of commercial deposit accounts in the
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control bank was $8,512, This was used to compute commercial deposit
balances. The numbers of accounts by type and the estimated balances of
each are computed below.
Residential Demand Accounts:

3,964 households in service area X .37 = 1,467 potential
demand customers

3,964 households X .20 = 793 potential savings customers

313 businesses X .18 = 56 potential commercial customers.
The translation of these numbers of depositors to deposits is as follows:

1,467 potential demand deposit accounts X $463 (average
checking account balance) = $679,221

793 potential savings accounts X $2,927 (average savings,
potential) = $2,321,111

56 commercial accounts X $8,512 (average commercial
account balance) = $476,672.

Since no estimates of commuter deposits could be made, it was assumed

that the total potential of this group of customers as developed earlier
(i.e., $164,482 in checking and $1,065,698 in savings accounts) would be
acquired by this bank. Summing these totals results in an estimate of
total checking account balance of $1,320,375 with savings account balances
of $3,386,809 and total deposits of $4,707,184., This represents 34 per-

cent of the total deposit potential of the area.

Estimates of Deposits Using Method II
Applying sample survey techniques described in Method II to this
same populdtion revealed that more than 33 percent of the 3,964 house-
holds in the area (1,308 households) indicated that they would probably
become depositors in the new bank (a copy of the questionnaires used in

this study appear in Appendix A). Based on the income distribution and
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median household income of these area residents which was $11,260, the

Survey of Consumer Finances for 1970 indicated that the average checking

account potential for these residents was $463 per month. These same
residents had income levels sufficient to maintain average annual savings
potential of $2,227 if they maintained only savings accounts but only
$1,760 if both savings and demand deposit accounts were maintained. Of
these customers 708 or 54 percent indicated thai they would maintain
checking account balances while 35 percent (458) would maintain both
checking and savings accounts and 11 percent or 140 will maintain only
savings accounts.

In addition to this residential potential, a sample survey of the
net working population indicated that 420 of the 3,500 commuters into the
area would also become deposit customers of the bank. These potential
customers would maintain only checking accounts and, based on the income
levels of these individuals, as shown in Method I, each has a checking
account potential of $329 per month. Aggregating these data results in
individual (household) checking accounts of $678,058 and savings balances
of $1,117,860 for a total deposit level of $1,795,918 at the end of the
first year of operation.

A randomly selected sample of the business establishments in the
area was also surveyed. The results of this survey indicated that 132
establishments would become deposit customers of the proposed new bank
with an average deposit balance of approximately $7,200 per firm. Thus,
the commercial sector would contribute checking account balances of
$950,400, bringing the total deposit potential of the new bank to
$2,746,318--0or 19 percent of the potential deposit market in the service

area,
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Estimates of Deposits Using Method III

The application of Method III (and probabilities shown in Table 1)
to the service area of the proposed new bank requires reference to 1970
census tract information on Oklahoma City. The proposed service area
contained 127 developed blocks occupied by 4,129 dwelling units (of which .
3,964 were inhabited) and 12,051 persons. An examination of the blocks
in the service area, measurements of their distances from the proposed
site, from existing banks, and, an analysis of their population results

in the following distributiom.

TABLE 16

Households and Potential Residential
Customers of a Proposed New Bank
Oklahoma City, Oklahoma

Number of
Households
Total Who Will Beiome
Distance from Proposed Site Households Probabilities Customers
Less than % mile 249 .57 142
% mile but less than 1 mile 1,015 .52 528
1 mile but less than 1) miles 120 .45 54
1% miles but less than 2 miles 1,251 42 525
2 miles or more 1,329 225 332
TOTAL 3,964 - 1,581

1Total number of households (colummn 1) multiplied by the proba-.
bility of those households becoming customers (columm 2).

After calculating the probable number of deposit customers which
will patronize the proposed bank as shown in Table 1€, the next step is
the conversion of these customers to deposit balance estimates. This

task was accomplished by first assuming that the income received by the
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1,581 households who would become customers was comparable to the income
distribution of the area as shown in Table 14. Based on this assumption
the mean annual household income in the service area was $11,260. Data
developed by the University of Michigan indicate that 81 percent of the
households with annual incomes this high will maintain checking accounts
and 72 percent will maintain savings accounts.4 Applying these ratios
to the 1,581 households who probably will become customers suggests that
1,280 will maintain demand deposit or checking accounts and 1,140 will
maintain savings accounts.

Further reference to the consumer finance data developed by the
University of Michigan indicates that households with this level of in-
come will maintain average checking account balances of $463 and will
acquire savings account balances of $1,689 during the first year of op-
eration.5 Applying these averages to the customer potential results in
the following:

Estimated Residential Checking Account balance § 592,640
Estimated Residential Savings Account balance 1,925,460
TOTAL RESIDENTIAL DEPOSITS $2,518,100

Since this method is not applicable to the treatment of commer-

cial and commuter population deposits, the data for these groups developed

in Method II will be used here. These were:

Commercial Deposits $ 950,400
Commuter Deposits 138,180
TOTAL $1,088,580

41972 Survéy of Consumer Finances.

551,689 represents an interpolation of annual savings potential in
income class $10,000-5$14,999 as shown in 1972 Survey of Consumer Finances.
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Aggregating these totals results in total deposits of $3,606,680

which is 27 percent of the deposit potential of the area.

Comparison and Analysis

Applying the three methods of estimating deposit balances for a
new bank results in estimates which differ significantly from each other.

These are shown in Table 17.

TABLE 17

A Comparison of Deposit Estimates for a Proposed New Bank
In Oklahoma City by Method and Type of Deposit

($000)
Variation from
Method Actual
Actual
Type of Deposit I I1 IIT  Experience I IT 1II
Residential Checking® 844 678 731 706 +138 -28 425

Pesidential Savingsl * 3,387 1,118 1,925 1,158  +2,220 -40 +767

Commercial 476 950 950 922 -446 +28 +28

TOTAL2 4,707 2,746 3,606 2,786 +1,921 -40 +820

lIncludes Commuter deposits.

2
“Excluding deposits of other banks and of government agencies.
Gross Deposits = $3,344,000.

3At the end of the first year of operation.

It is clear from tﬁe data comparisons contained in Table 16 that
the results of Method II provided a more accurate estimate of deposits of
individuals, parnerships and corporations than did either of the other
methods examined. It should be pointed out, however, that the techniques

of Method II did not uniformly provide better estimates for each of the
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three categories of deposits examined than the other methods, For ex-
ample, Method III procedures resulted in estimates of residential check-
ing deposits which were closer to the actual experience of the new bank
at the end of the first year of operation than the other estimating tech-
niques.

It should also be noted that the proposed new bank actually
achieved total deposits of $3,344,000 at the end of its first year of
operation. The difference between this total and the total reflected in
Table 17 represents deposits of government agencies and other banks.
Viable methods for estimating these components of total deposits are not
available since both types of these deposits depend in large measure on
local politics and on the relationships between new bank organizers and

owners of other existing banks.

Testing the Results

In order to determine the differences of the extent to which the
results of each of the estimating methods differed from the actual exper-
ience of the bank, the Chi Square (xz) test was employed. In these tests
the number of degrees of freedom was assumed tc be 2 and the level of
significance was 0.0l. The hypothesis to be tested was that no signifi-
cant difference exists between the results (deposit level estimate) of
the method (being tested) and the acutal experience of the bank.

The results of the Chi Square tests conducted below indicate that
Method II1 provided deposit estimates which did not differ significantly
from the actual experience of the new bank at the end of its first year of
operation. Conversely, Methods I and III provided deposit estimates which

varied significantly from those obtained by the bank.
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Test of Method I

cate Observed Expected 2 (f-fc)2
‘ gory | (£) (fc) (f-fc) (f-fc) fc
Residential Checking 706 500 206 42,436 84.9
Residential Saving 1,158 2,004 -846 715,716 357.1
Commercial 922 282 640 409,600 1,452.5
TOTAL 2,786 2,786 - - 1,894.5

xz = 1,894.5 > 9,2 therefore the hypothesis is rejected and the

difference between the results of Method I and the acutal experience is
highly significant.

" Test of Method II

Observed Expected 9 (f~fc)2
Category (£) (fc) (f-fc) (f-fc) fc
Residential Checking 706 688 18 324 0.5
Residential Saving 1,158 1,134 24 576 0.5
Commercial 922 964 -~42 1,764 1.8
TOTAL 2,786 2,786 - - 2.8

x2 = 2,8 < 9.2 therefore the hypothesis is accepted and the dif-
ference between the results of Method II and the actual deposit experi-
ence of the new bank is not significant.

Test of Method III

2
Observed Expected 2 (f-fc)

Category () (fc) (f—fc) (f—fc) fc
Residential Checking 706 564 142 20,164 35.7
Residential Saving 1,158 1,487 -329 108,241 72.8
Commercial 922 735 187 34,969 47.6
TOTAL 2,786 2,786 - - 156.1
X2 = 156.1 > 9.2 therefore the hypothesis is rejected insofar as

the results of Method III are concerned since they do not accurately

represent the experience of the new bank after one year of operation.
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Estimates of Loans

Nearly all banking codes of unit banking states either implicitly
or explicitly indicate that new banks should have a reasonable outlook
for successful operétion if they are to be granted a charter. For a
bank to operate successfully, it must have a viable and continuing market
for loans. The procedures outlined thus far do not provide a recommended
method for estimating loan levels. MHowever, potential loan markets and
levels can be assessed using an approach similar to that used to estimate
deposits. This procedure involves the use of loan demand data contained

in 1972 Survey of Consumer Finances published by the Survey Research Cen~

ter, University of Michigan, which reports the proportion of households
with installment mortgage debt and the average debt per household by in-
come category. Thus, utilizing the income distribution developed in

Method I (see Table 12) and the average installment debt data developed
by the University of Michigan, reasonable approximations of loan poten-

tials for the clientele of this proposed bank can be obtained.

Loan Estimates Using Metﬁod I

For Method I, it was estimated that 1,467 families and households
would become customers of the proposed bank. These families and house-
holds had an average annual income of $9,685. On average, 62 percent of
the households with income distribution similar to that of the proposed
service area had installment debts which average $1,387 per household.
Based on these averages, the proposed bank could expect 910 installment
loan customers (including commuter customers) with a loan balance of
$1,262,170.

The estimation of commercial loans requires the yseof "control"
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or reference bank as was the case with commercial deposits. The experi-
ence of the same bank used to estimate commercial deposits was used to
estimate the commercial loan potential of this proposed bank. The ex-
perience of the reference bank indicated that the average commercial
firm maintained larger average loan balances than did households. These
commercial loans included construction loans, loans for inventory, loans
for operating capital and loans for equipment. Generally these loans are
short term in nature (one to three years) and--for the reference bank—-
averaged $11,100 per loan. Applying this average to the 56 commercial
firms that will become customers of the new bank results in a commercial
loan volume of $621,600 and brings the total loan potentiél for the new

bank to $1,883,770 or 40 percent of total expected deposits.

Loan Estimates Using Method II

The approach applied to the data collected during the stﬁdy util-
izing Method II procedures employed the experience of competing banks on
the periphery of the proposed bank service area. During the first year
of operation, the three banks then serving the new bank's service area
had an average loan to deposit ratio of 58 percent. Applying this to the
deposit estimate of the proposed new bank during its first year of oper-
ation resulted in a first year loan volume estimate of $1,592,000. An
examination of the legal statements of these banks at the end of their
first years of operation indicated that 83 percent of their loans were
of the installment variety and 17 percent were to commercial establish-
ments. Thus, installment loans were estimated to be $1,321,920 and com-

mercial loans were estimated to be $270,080.
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Loan Estimates Using Method IIIL

When Method III is applied to the problem of determining the
feasibility of a new bank, the technique for estimating the loan market
used in the calculations under Method I was modified only by the number
of customers who will become loan customers of the bank. The proportion
of total potential residential deposit customers who will also become
borrowers was obtained from the experience of the reference bank used
to estimate potential deposits in Method I (i.e., 56 percent of deposit
customers).

Assuming that 56 percent of the deposit customers will also be-
come installment credit borrowers results in an estimated number of in-
stallment loans of 792 customers. Since these customers had an average
annual income of $9,685, they will carry an average installment debt of
$1,720. Applying this average to the 792 borrowers indicates that the
bank can obtain a total installment loan volume of $1,362,240,

Neither the commercial nor the commuter loan volumes can be es-
timated from the probability table on which residential deposits are
computed. These estimates are arrived at by using ratios obtained from
the reference bank which indicated that 29 of the commuter customers,
each of which could support installment loans of $1,783 and 85 commercial
establishments with average loans of $11,100 would supplement the bank's

loan market. The conversion of those latter data to loan volumes results

in:
Loans to commuters $ 51,707
Loans to businesses 943,473

TOTAL $995,180
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Adding this market for loans to the installment loan market of
an area residents provides a total loan potential of $2,357,420 (or 61

percent of deposits) for the new bank.

Comparison of Loan Estimates
As was the case with deposits, the three methods used to esti-
mate loans had widely varying results., These results are compared with

actual loan volumes of the new bank after one year's operation in Table 18.

TABLE 18

A Comparison of Loan Estimates for a Proposed New Bank
In Oklahoma City by Method and Type of Loan.

($000)
o Variation from
Method Actual Actual
Type of Loan 1 11 I1I Experience 1 II IT1
Installment 1,262 1,322 1,413 1,385 -323 =263 = +28
Commercial 622 270 944 805 +17 =335 +139
TOTAL 1,884 1,592 2,357 2,190 -306 -598 +167

Apparently none of the loan estimating techniques employed in
this study adequately reflected the experience of the proposed new bank
although in the aggrepate, Method III procedures represented the best
approximation. The application of Chi Square tests to the loan estimates
derived by each method resulted in a rejection of the hypothesis that
loan estimates did not differ significantly from the actual experience of

the new bank.

Application of Methods to a Supermarket

At the outset of this study it was conjectured that methods used
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to determine the feasibility of new banks at specified locations could,
with minor modification, be applied to other types of retailing activity.
As a test of this assumption, a study was conducted to determine the
economic feasibility of locating a supermarket in a suburban district of
Oklahoma City. Both Methods I and II were used in this study and a ma-
trix of probabilities by distance from the site was developed using the
results of Method II. The results of these approaches are described in

the discussions which follow.

The Market Setting

The area which was to be served by the proposed supermarket is a
suburban community which, in 1970, had a population of 27,100 persons.
A large proportion of this population was of the middle income category
and in 1970 had a median family income of $10,1565 per year. Many are
employed at a nearby military installation.6

The community was not established until 1943, thus all of the
housing in the area is 33 years old or less and most of it is less than
20 years old. Housing in the area consists of single family dwellings,
apartments and mobile homes. The appartment complexes and mobile home
developments are of recent origin, mostly dating back to no earlier than
1965.

The community developed along a major east-west artery with much
of the business community lining that street in the form of "strip" de-

velopment. Housing developed to the north and south of the business

6"The Feasibility of Establishing a Supermarket in Del City,
Oklahoma," Unpublished report, Bureau for Business and Economic Research,
University of Oklahoma, 1972,
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section and older housing is situated nearest the business strip develop-
ment. In recent years, housing has been built both to the north and south
although development to the north has been restricted by an interstate
highway and the city limits of Oklahoma City. New housing, particularly
in the form of apartment complexes, has been added to the south so that
now, most of the residents of the area live well south of the original
townsite.

All of the grocery stores of the supermarket variety were located
either on the main artery around which the town developed or in the more
northern residential areas. The southern area of the community was served
by small neighborhood grocery stores or by quick service food franchises
(of the 7-Eleven variety). It was for a supermarket located to serve
this southern portion of the town that the test study was conducted. This
southern area had a population of 8,126 persons in 2,317 households. The

average household income was $10,644 in 1970.7

Method I
The first step was the definition of the trade area to be served
by the store. This was accomplished by use of driving times from fifty
locations in the southern portion of the town to the site and to the
competing supermarket closest to that location. The originations chosen
for use in determining time-distance measurements to the destination
(store location) were dispersed randomly throughout the area. The area

so derived consisted of 60 sguare blocks all of which were residentially

U.S. Department of Commerce, Bureau of the Census, Nineteenth
Census of the United States, 1970: Social and Economic Characteristics
of the Population: Oklahoma, PC (1) -c38.
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developed. The population of this trade/service area, according to the
1970 census of population was approximately 6;500 persons in 1,851
households. The average household income of the residents of this trade
area was $11,399. 1In 1970, retail sales of groceries in the community
were estimated to be $12,556,200. On a per capita basis, this volume of
sales averages $475 per year or $9.13 per weelr..8 In 1970, there were 5
supermarkets located in the community which resulted in a per capita
weekly food sales per store of $1.83. This average is well above the
Oklahoma County per capita weekly average of $1.58 per store and, coupled
with the then current location of existing stores, suggests that an addi-
tional store located near the new southern residential developments would
be feasible.

Since the establishment of an additional supermarket would reduce
the potential per capita weekly sales per store by 17 percent, a new store
located well south and west of existing stores could expect weekly sales
of $1.53 per person. This sales potential although reduced remains com-
parable with the average for the county as a whole and translates to an
average weekly sales volume of $9,945 and an annual estimate of $517,140.
Thus, employing a modification of Method I, the potential annual sales
volume for a proposed new store was estimated to be more than $517,000.
It should be noted that this is a minimum estimate since only the poten-
tial sales to customers in what might be termed a "primary" trade area
were developed. Since Method I (described earlier) does not include the

delineation and consideration of "secondary" bank trade areas, supermarket

8Statistical Abstract of Oklahoma, 1972 (Norman: Center for
Economic and Management Research, University of Oklahoma, 1973), p. 78.
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sales for such an area were likewise not included in these computations.

Method II

Concurrently with the development of estimates utilizing Method I,
a sample survey of 240 residents of the 60 block trade area was conductedf
The purpose of this sample survey was to determine the degree to which
residents of this area wanted (felt need for) and would become customers
of a new supermarket located more closely to them than existing super-
markets. The questionnaire used was also designed to obtain the income
distribution of area residents as well as average weekly household grocery
expenditures. A copy of this questionnaire is attached as Appendix A to
this document.

The results of this survey indicated first, that 42 percent of
the households in the area both felt a need for and would become customers
of the proposed supermarket. A total of 38 percent would use that store
as their main source of grocery purchases assuming the store was competi-
tive in price, quality and selection,

The mean annual household income of the residential sample was
$11,276 which compares closely to that reported by the United States
Bureau of the Census of $11,399. Finally, those households who would use
this store as their major source of grocery purchases averaged spending
$28.76 per week for food to be consumed at home (i.e., groceries). Those
who would use the proposed supermarket as a secondary source of supply
estimated that they would spend on average no more than $5.10 per week
at the store. Translating these data to sales estimates results in the

following:
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Number of households = 1,851

Number who would use the proposed store as primary source of
groceries = 704

Weekly purchases by primary customers = 704 X 28.76 = $20,247

Number who would use proposed store as secondary source = 74

Weekly purchases by secondary customers = 74 X 5.10 = 377

Estimated total weekly grocery purchases = $20,624

Estimated annual grocery sales = $1,072,448

Once again, this estimate reflects only the intentions of resi-

dents in what might be termed the "primary" trade area of the store.
Method II, like Method I (when applied to banks), only treats one spe-
cific trade/service area, thus, to maintain comparability between bank
feasibility studies described earlier and the application of similar
methods to other retail establishments, the "secondary" market area for

the supermarket was not considered.

Method III
Only the results of the study as described in Method II (above)
were used to construct the matrix shown in Table 19. Therefore, esti-
mates of sales of a supermarket derived from this matrix were identical
with those developed from Method II. However, future studies of super-
market location might rely to some extent on the probabilities developed

by this study.

Comparison

The store for which the study was conducted had total sales of
$1,117,450 at the end of the first year of operation. This represents

a sales volume more than double the estimate of $517,000 obtained from
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TABLE 19

Probabilities of Residential Patronage of a Supermarket
By Distance from the Proposed Site and Competition

Distance from Competitors (miles)

Distance from Than 2 and
Proposed Store (miles) L -1 1-1% 1% -2 More Average

% mile .58 .67 .67 .87 .98 74
% mile but less than 1 .36 .51 .63 .77 .82 .60
1 but less than 1% AN .21 .49 .58 .70 .40
1% but less than 2 .05 14 .20 .39 .59 .22
2 miles and more .01 .09 .11 .29 W41 .14

Average .16 .22 .28 .55 .67 .38

Source: '"The Feasibility of Establishing a Supermarket in Del
City, Oklahoma," Bureau for Business and Economic Research, University
of Oklahoma.

Method I and is 4.2 percent greater than that of $1,072,448 obtained from
Method II (see Table 20). Since the clientele served by the store inclu-
ded customers from the primary and secondary trade areas as well as "drop-
in" customers, an underestimation of this magnitude is not unexpected.
Thus, a comparison of these estimates with the actual experience of the
store during its first full year of operation revealed that, as was the
case with bank feasibility studies, estimates obtained from Method II

most closely approximated the store's market penetration capability.
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TABLE 20

A Comparison of Estimates of Supermarket Sales
With the Actual Sales Volume of a Supermarket
In the Oklahoma City Metropolitan Area
By Method of Estimation

Annual Difference
Method Sales Actual - Estimate
1 $ -517,140 $700,310
1I 1,072,448 45,002
II1 1,072,448 45,002

Actual 1,117,450 -




CHAPTER VII
SUMMARY AND CONCLUSIONS

Needs and need satisfaction are common to all social orders.
Needs exist in a variety of degrees and forms depending oh the percep-
tions of members of the particular social order.

Social groups provide for need satisfaction through several in-
stitutional arrangements ranging from uncontrolled private enterprise
through governmentally controlled private enterprise to the complete
nationalization (or socialization) of need satisfying enterprises. The
economy of the United States is characterized by a mixture of these forms
of need satisfaction. It should be noted that government has entered
this arena of activity only in those instances where private enterprise

has either not acted responsibly or has not acted at all.

Summar

Banks and the banking system represent a form of private enter-
prise which is controlled by government agencies from inception through-
out its active life span. The meregrowth of an area has not necessarily
proven to be a signal that either bank entrepreneurs will ask for or that
bank chartering agencies will allow a bank to be established. Bank char-
tering institutions examine and assess the proposed service area to de-
termine need (in some context) and the likelihood of successful operation.

143
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The term "need" in bank chartering parlance is relatively undefined in
both state banking codes. The definition is somewhat clearer in national
bank chartering guidelines. In some cases it is couched in such terms

as "convenience," "for the public good" and in others, it is implicit

in such statements as "has reasonable opportunity for successful oper-
ation." In short, when mentioned at all, the term "need" becomes a mat-
ter of judgement on the part of bank chartering groups.

The purpose of £his dissertation, then, is four-fold:

1. To explore the term "need" as defined and categorized by psychol-
oglsts, and marketers

2. To attempt to relate the various expressed and implicit state-
ments of need in unit state banking codes to the definitions set
forth by psychologists and marketers

3. To examine changes in unit state banking structures and relate
such changes to changes in the economies of these various states

4., To develop methods for determining need for new banking facili-
ties and adapt these methods for application to other types of
consumer-oriented establishments.,

The scope of this work insofar as banks and banking structures is
concerned is the 12 states presently considered to be "unit" banking .
states in the continental portion of the United States.

The methodologies used in the determination of demand (or need)
for new banking facilities involved three approaches. The first utilized
inferences of the experiences of other new banks to relatively current
population, income and commercial data for a proposed bank service area.

The second approach relied on sample surveying techniques which probed
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nd commercial attitudes towards need and likely support for
a proposed new bank. The third approach utilized a table of probabili-
ties of use for a new bank, by distances from the new bank and from ex-
isting banks. These probabilities were applied to reasonably current
population and income data to arrive at the degree to which a new bank

would be used and the area it could be expected to serve.

"Need" Defined

Many psychologists base their views and definitions of individual
need on Maslow's hierarchy of needs. This ordering proceeds from the
most basic physiological requirements of air, food, shelter, etc., through
safety and security, belongingness, esteem to the highest need--that of
self actualization. Organizational needs, as viewed by psychologists,
also stem in large measure from the work of Maslow although with some
modification. For example, the physiological needs of an organization
include shelter of its plant and equipment; food--which includes its in-
ventory and machinery--and its human resources. The safety and security
needs of the organization are closely akin to those of the individual as
are its needs to belong to some group or groups. This latter need has
brought about such ancillary institutions as trade associations, labor
unions and, to a lesser degree, civic clubs., The base for the remaining
organizational needs of esteem and self actualization also differ little
from those of the individual and are usually generated in the organiza-
tion by the individuals who comprise the organization.

The banking industry plays a definite role in the satisfaction
of each of the needs of the individual and the organization. While the

bank's functions are less oriented to the satisfaction of physiological



needs, it cam, through its lending function, provide the funds necessary
to satisfy even these requirements. Its principal stated function, how-~
ever, is to provide safety and security. The satisfaction of these needs
is provided through its depository functions. Banks have lesser roles in
the satisfaction of the higher needs although larger, more prestigious
banks can contribute to some measure of satisfaction in the categories

of belongingness, esteem and self actualization both for the individual
as well as for the organization.

The marketing profession views need in much the same manner as
do psychologists. This profession, however, also recognizes that needs
must be translated into wants before a market is actually developed.
Generally, from the marketing viewpoint '"meeds' are translated into wants
by motives which are categorized into ego-related, status-related, emo-
tional, rational and patronage groupings. These motives act both on
individuals and organizations in the translation of needs to perceived
wants.

Each of the motives which assist in the perception of wants is
applicable in some measure to the selection of banking services. How-
ever, since banking services are relatively non-differentiable, these
motives have impact on the selection of the individual bank rather than
on the decision to become customers of banks. These motives for bank and
bank service selection affect individuals and organizations in varying
degrees with ego, emotional and patronage related motives having greater
impact on individual's decisions. Status-related and rational motives,

conversely, weigh more heavily on bank selection by organizationms.
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Need Quantified

Once "needs" or wants; with respect to banking services in gen-
eral and specific banks in particular, have been defined and identified,
it next becomes important to quantify these needs. In earlier times,
specialists in the location of purveyors of goods and services relied
principally on market or trade area definition. Once the trade area was
defined, estimates of sales potentials (or deposit potential in the case
of banks) were inferred to the area based on national or regional aver-
ages applied to the population and income of the area.

During the past two decades, trade area definition methodologies
have been supplemented by other quantitative techniques. Some of these
methods "profiled" the average customer and estimated the number of such
customers in a trade area. It was in this period also that survey tech-
niques, now common to many types of feasibility and location studies,
became a popular means for identifying market areas and quantifying con-
sumers' needs. Today, econometric modeling and other sophisticated
methods for determining the extent to which consumers have perceived
needs are in existence. Unfortunately, those which are bank-specific are
for the most part proprietary in nature and are not available for dis-

cussion in a paper of this type.

. State Banking Codes and Franchising Agreements

The chartering of banks, which is a license to operate a bank,
is similar to the granting of franchises for the operation of both retail
firms and of public utilities. In all cases, the operator of the enter-

prise--be it bank, retail or service establishment or utility--recognizes



148

the existence of needs (or wants), transmits this recognition to the
franchisor and, if successful in his bid to receive a charter or fran-
chise, is authorized to begin operation under specified constraints.
For the purpose of this study, the bank chartering laws of the 12 unit
banking states are examined to determine the extent to which "need"
plays a role in obtaining a charter.

The 12 unit banking states aggregatively examine seven basic
economic factors when considering a new bank charter application. These
seven factors are not all included in each state's requirements but
some are common to all states. These factors are:

1. Public need

2. Probability of successful operation

3. Public convenience

4. Adequate representation of the state banking system
5. Public demand

6. Impact on existing banks

7. Opportunity to employ bank funds.

It is quickly evident that three of these factors directly relate
to need or want. Obviously, public need, public convenience and public
demand refer explicitly to the wishes, and wants, of the persons and
organizations located in the area to be served by the new bank. On the
surface, it might appear that the terms "public need" and "public demand"
are synonomous. However, in the context of the regulations from which
these terms are taken, "public need" refers more to safety and security
while "public demand" refers primarily to the extent to which the public

would use the proposed bank. Convenience, as it is used in bank chartering
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regulaticns, is identical with convenience as defined by marketers and
is a motive related to patronage.

Less directly, probability of successful operation and the oppor-~
tunity to employ bank funds also relate to social wants. The attitude
of the states that have the requirement for a "high probability of suc-
cessful operation" view this as proof of need since, in their opinion,

"a bank which is not needed will not be used and thus will not have a high
probability of successful operation." The opportunity to employ bank
funds is a reflection of a potential demand (or need) for loans by the
community to be served by the bank.

The remaining economic factors, "adequate representatives of the
state banking system" and "impact on other banks,” do not relate either
directly or indirectly to social needs or wants. Rather, these two re-
quirements relate to the possible effects on the local banking system in-
curred by the establishment of a new bank. Implicitly, those states con-
sidering these factors attempt to protect the existing structure, possi-
bly to the point of penalizing society.

In the final analysis, all 12 unit banking states recognize need/
wants in some form and to some degree. Some equate demand (or ability
to share in the market) to need while others utilize marketing concepts
such as "convenience” and "public good" in their recognition of need.

The United States Comptroller of the Currency, who regulates and
charters national banks, requires that a new bank be "needed" before a
charter will be granted. Also required of new banks are that they have
high probability of successful operation, that they serve the convenience

of the public and that there is public demand for the new bank. Each of
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these latter requirements relate either directly or indirectly to need/
wants as defined both psychologically and from the marketing view. The
one federal requirement not related to need is that the formation of a
new bank must not endanger the existing banking structure in the area to
be served by the new bank. Thus, federal banking laws place great empha-
sis on the needs/wants of society while at the same time protecting the

existing banking structure,

Changes in Banking Structure

One test of the degree to which bank charteringagencies are sensi-
tive to public needs/wants is the extent to which the banking structure
changes with changes in the socio-economic structure of the area for
which the agency is responsible. When compared with the growth in popu-
lation, the expansion of banking facilities in unit banking states compares
favorably. In addition, the expansion of the banking structure has gener-
ally occurred where the population growth has been most significant.

Population growth, taken by itself, is not an adequate measure of
need for new banking facilities. Rather, population combined with the
income distribution among that population, and changes therein, are the
best indicatdérs of need for new banks, Comparing both population and in-
come changes (usingchanges in per capita income as a proxy for the two
independent variables--population and income) reveals that only about one
percent of the changes in bank structure in the 12 unit banking states was
attributable to changes in per capita disposable personal incoge.

The next question to be posed is: To what extent does the private
sector attempt to charter new banks on the basis of changes in pepulation:

and income? The answer here is best described by the fact that less than
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2 percent of the changes in bank charter applications are explained by
changes in per capita disposable personal income. Thus, the failure of
the bank structures in the 12 unit banking states to keep pace with
changes in the socio-economic structures of these states is apparently
as much the responsibility of the private sector as with the regulatory
authorities, This is especially true since about 37 percent of the char-
ters granted were explained by variations in charter applicatioms.

This situation varies by state. During the past 4 years, such
unit banking states as Iowa, Missouri, Montana and Nebraska have granted
charters for more than half of the applications received. Other states
such as Wyoming, North Dakota, and Texas have granted bank charters for
one~-third or less of the charter applications., Nonetheless and for what-
ever reasons, both the private and public sectors of the 12 states now
classified as unit banking states have been slow to react to public needs/

wants for new banks.

Evaluating Need for a New Bank

The three methods by which need for a new bank can be determined
were applied to an actual bank feasibility problem in Oklahoma City.
The results of applying Method I to this problem indicated that a new
bank in the location proposed by the organizers should expect first year
deposits of $4,707,000.

The application of Method II to this same problem area resulted
in first year deposit estimates of $2,746,000. The results of Method III
when applied to this problem indicated that the proposed new bank could

expect first year deposits of $3,606,000.
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The actual experience of the new bank during its first year of
operation was a deposit total of $3,344;000. This suggested that, of the
three methods, Method III provided the best estimates. However, it should
be pointed out that each of these three methods estimated only deposits
of individuals, partnerships and corporations which, in most new banks,
represent a portion of the bank's deposit accounts. An analysis of the
deposit composition of the new bank revealed that of the $3,344,000 in
total deposits obtained during the first year of operation, $2,786,000
were deposits of individuals, partnerships and corporations while $558,000
were deposits from other banks and governmental units. On this basis,
then, Method II became the best estimating device.

The need for a bank as a depository for funds represents only a
part of the reason society utilizes banking facilities. A second, and
equally important need, is for a lending agency. Applying each’of the
three approaches as represented by Method I, II and III to the estimation
of loan levels of a new bank during its first year of operation resulted

in the following loan projections:

From Method 1 $1,884,000
From Method II 1,592,000
From Method III 2,357,000
Actual Experience 2,190,000

A comparison of these data suggests the results of the loan esti-
mating techniques of each methed differ significantly from the actual
experience of the bank. However, the projections obtained from Method

111 were superior to those developed from either Methods I or II.
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Application of Methods to a Retailing Probiem

Slight variations of Methods I and II were applied to the deter-
mination of the feasibility of a supermarket, alsc in Oklahoma City, In-
sufficient case studies were available to construct the matrix of proba-
bilities required for the implementation of Method III,

The application of the procedures required by Method I indicated
that a new supermarket located in a suburb cof Oklahoma City could be ex-
pected to experience annual sales slightly in excess of $517 thousand per
year (in 1970 dollars). The results of Method II, when applied to this
same problem, indicated an annual sales volume estimate of $1,072,448
(also in 1970 dollars).

Comparing these results from Methods I and II with the actual
sales volume of $1,117,450 reveals that in this use also Method II was
more nearly indicative of the market potential for a new operation than

was Method I.

Conclusions
Needs motivate wants which, in turn, create demand. Over time,
marketing concepts and practices have been developed which will assist
society in perceiving their wants and, concurrently, in satisfying the
resultant demands. The purposes of thisdissertation were:
1. To describe and analyze the various definitions of "need" as
perceived by psychologists and marketers
2. To examine and define '"need" as perceived by bank chartering
agencies
3. To compare bank chartering practices with practices of other

franchizing organizations and agencies
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4, To describe methods for determining needs for new banks and apply
these methods to determining needs for another type of consumer-
oriented activity.

The findings of this study indicate that bank chartering agencies
do little, if anything, to assist in the perception of wants (needs) as
these wants pertain to new banking facilities. These same findings also
show that bank regulatory agencies react sluggishly to satisfying the
demand for new bank facilities once the need for those services has been
recognized. However, the private sector of the economy in unit banking
states which must act to establish banks has been equally lax in this
regard since it has not attempted to provide the new facilities needed
to supply the banking services needed.

Some of the problems arising in the acquisition of bank charters
could be alleviated by restructuring and clarifying both state and na-
tional banking codes. First, a clear definition of "need" should be in~
cluded in these codes. This definition should be so clearly stated that
succeeding members of regulatory authorities and boards would not have
the opportunity to impose differing perceptions to this important aspect
of charter granting. Next, the charter granting agencies should have
access to independently conducted research pertaining to the areas in
which new bank charters are proposed. This research should explore the
economy of the proposed bank's service area, the degree to which it is
being served by existing banks and its outlook for future economic growth.
This research can be conducted in-house or by an independent agency but,
regardless of the source, it should be performed for the regulatory body

to insure its credibility and lack of bias.
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As pointed out earlier, theprivate sector (i.e.; the entrepreneur)
is not without blame in the evident lag in the provision of adequate
banking services. A portion of the reticence of the private sector to
enter into the bank charter application scenario 1s possibly due to the
difficulties and expense incurred in forming new banks. This can be
solved in part by changing the structures of the regulatory bodies so as
to insure the inclusion of more non-banking persons and fewer bankers,
and second, by reducing or eliminating the appellate provisions in state
banking codes. The inclusion of an increased proportion of non-bankers
on state regulatory bodies would serve to reduce the possibility of the
tendency of bankers to protect their peers and associates by minimizing
the number of new banks chartered because non-bankers can relate more
easily to the needs of the remainder of society--the bank customers. The
reduction or elimination of the ability to appeal new bank charters
would reduce the expenditures and uncertainties on the part of organizers
incurred in applying for new charters.

The remainder of the problem of attracting new bank organizers
may be due to two factors: (a) the large capital investment needed and
(b) the lack of information available on bank earnings. These problems
can be partially solved by first encouraging wider stock distributioms
(and thus less investment per organizer) in proposed new banks and second,
by requiring that periodic statements of bank conditions more clearly
spell out earnings per share of stock.

Further findings of this study revealed that three methods now
generally available for defining need for and determining the deposit

potentials of proposed new banks can, with slight modification, be used
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to assist in the determination of need of other types of consumer-
oriented activity. Of the three methods applied to the problem, the
conventional sample survey of consumer attitudes and needs proved to be
the most effective both for new bank studies as well as for studies of
other retailing activities.

The three methods examined herein, however, were not capable of
providing reasonably precise estimates of proposed bank loan potentials.
This deficiency is due in part to the fact that loan markets for banks
differ from their markets for deposits in that while bank depositors may
also be borrowers, their loans may have been obtained from banks other
than those in which they are depositors. In addition, depositors in new
banks may not become loan customers of that bank within its first year
of operation even though they may in later years. Additional research
into the methods for estimating loan volumes is required if more precise
and valid methods are to be available.

The three methods have a second deficiency which deals with de-
posit estimates. This shortcoming is the fact that none provide a means
for estimating either deposits of government agencies or interbank de-
posits. In some instances, particularly new banks, these components of
the deposit structure can be very important as is noted in the bank
referred to in the study where these types of deposits amounted to 15
percent of first year levels. Here, too, additional research will be
required if an adequate method of forecasting the total deposit acquisi-

tions of a new bank is to be available.



BIBLIOGRAPHY

Books

Alderson, Wroe. Marketing Behavior and Executive Action. Homewood:
Richard D. Irwin, 1958,

Alhadeff, David A. Monopoly and Competition in Banking. Berkeley: Uni-
versity of California Press, 1954.

Arndt, Johan, ed. Insights into Consumer Behavior., Boston: Allyn and
Bacon, Inc., 1968,

Berelson, B. and Steiner, G. Human Behavior. New York: Harcourt,
Brace and World Company, 1964,

Bernstein, Peter L. A Primer on Money, Banking and Gold. New York: Ran-
dom House, 1968.

Berry, Brian, J. L. Geography of Market Centers and Retail Distribution.
Englewood Cliffs: Prentice-Hall, Incorporated, 1967.

Berry, Brian, J. L. and Pred, Allen. Central Place Studies: A Biblio-
graphy of Theory and Application (including supplement through 1964).
Philadelphia: Regional Science Research Institute, 1965.

Bliss, Perry, ed. Marketing and Behavioral Sciences. Boston: Allyn and
Bacon, Incorporated, 1967,

Chou, Ya Lun. Statistical Analysis. New York: Holt, Rinehart and Win-
ston, Inc., 1969.

Collins, Martin. '"Sampling," Consumer Market Pesearch Handbook, ed. by
R. M. Worchester. New York: McGraw Hill, 1972.

Conoyer, Helen G. Selecting a Store Location. Washington, D.C.: United
States Department of Commerce, Bureau of Foreign and Domestic Commerce,
Economic Series 56, 1946.

Davisson, C. N. and Taggart, H. F. Two Studies in Automobile Franchis@ggb
Michigan Business Studies, Vol. 1, No., 1, University of Michigan,
1974,

157



158

Draper, Jean E. and Lingman, Jane S. Mathematical Analysis. New York:
Harper and Row Publishers, 1967.

Farley, John U.; Howard, John A. and Ring, L. W. Consumer Behavior.
Boston: Allyn and Bacon, 1974,

Fine;, Isadora V. Retail Trade Area Analysis. Madison: University of
Wisconsin Press, 1954.

Fischer, Gerald C. America Banking Structure. New York: Columbia Uni-
versity Press, 1968.

Frazier, William Johnson. Introduction to the Analytics and Institutions
of Money and Banking. Princeton: Van Nostrad, 1966.

Galbraith, John Kenneth. The Affluent Society. Boston: Houghton Mifflin
Co., 1949.

Goldberg, Samuel. Probability. Englewood Cliffs: Prentice-Hall, Inc.,
1963.

Gramley, L. E. A Study of Scale Fconomics in Banking. Kansas City:
Federal Reserve Bank of Kansas City, 1962,

Grossack, Martin M. Consumer Psychology for Harmonized Bank Marketing.
Hull: Institute for Consumer Psychology, distributed by Schenkman
Publishing Company, Cambridge, 1971.

Haines, George H., Jr. Consumer Behavior: Learning Models of Purchasing.
New York: Free Press, 1969,

Hansen, H. L. Marketing: Text, Cases and Reading. Homewood: Richard D.
Irwin, 1961. )

Hellreigel, D. and Slocum, J. W., Jr. Organizational Behavior: Contin-
gency Views. New York: West Publishing Company, 1976.

Hutchinson, Harry D. Money, Banking and the United States Economy. New
York: Appleton-Century Crofts, 1971.

Kane, B. J., Jr. A Systematic Guide to Supermarket Location Analysis.
New York: Fairchild Publications, Inc., 1966.

Katona, George; Mandell, Lewis; Morgan, James and Schmederkamp, Jay. Sur-

veys of Consumers. Ann Arbor: Institute of Social Research, Univer-
sity of Michigan, 1973,

Katz, D. and Kahn, R. The Social Psychology of Organizations. New York:
John Wiley and Sons, 1966.

Kelley, Eugene J. Shopping Centers--Locating Controlled Regional Centers.
Saugatuck: The Eno Foundation for Highway Traffic Control, 13556.




159

Kent, Calvin; Oppendahl, R. and Stephens, L. Municipal Franchising and
Regulation: An Evaluation of Policy-Related Research. Public
Finance Project, Business Research Bureau, University of South Dakota
(December 1974).

Lamb, Ward Ralph. Group Banking. New Brunswick: Ruttgers University
Press, 1961.

Lindquist, Robert. The Bank and its Publics. MNew York: Harper Publish-’
ing Company, 1956.

Livingston, Homer J. Management Policies in American Banks. New York:
Harper Press, 1956.

Mager, S. D. The Cost of Funds to Commercial Banks. New York: Duneller
Press, 1971.

Marcus, Edward. Monetary and Banking Theory. New York: Pitman Publish-
ing Corporation, 1965.

Marks, Leonard. Cases in Commercial Bank Management. New York: McGraw-
hill, 1962.

Morgan, Irving. The Bank Book. Boston: Little, Brown, 1973,

Nelson, Richard. Retail Site Location. New York: F. W. Dodge Corpora-
tion,; 1962.

Oppenheim, A. N. Questionnaire Design and Measurement. New York: Basic
Books, Inc., Pub., 1966.

Prochrow, Herbert V. The Changing World of Banking. New York: Harper
and Rowe, 1973,

Reed, Edward Wilson. Commercial Bank Management. New York: Harper and
Rowe, 1963.

Reilly, W. J. The Law of Retail Gravitation. New York: William J.
Reilly, 1973,

Reynolds, Fred and Wells, William. Consumer Behavior. New York: McGraw-
Hill Book Co., 1977.

Rockefeller, David. Creative Management in Banking. New York: McGraw-
Hill Book Co., 1964.

Schreier, Fred T. Modern Marketing Research. Belmont: Wadsworth Pub-
lishing Co., Inc., 1963.

Schwartz, D. J. Marketing Today: A Basic Approach. New York: Harcourt,
Brace and Jovanovic, Inc., 1973.




160

Schwartz, George, ed. Development of Marketing Theory. Cincinnati,
Ohio: South-Western Publishing Co., 1963.

Shaun, Philip A., ed. Federal Banking Laws. Boston: Warren, Garham,
and Lomont, 1969.

Spofford, Gavin. Guidepost of Banking Expansion. New Brunswick: Rutt-
gers University Press, 1961.

Thompson, Donald L. Analysis of Retailing Potential in Metropolitan
Areas. Institute of Business and Economic Research, Berkley, Cali-
fornia, 1964,

Vaughn, C. L. Franchising. Lexington: Lexington Books, 1973,

Vaughn, C. L. Franchising: Its Nature, Scope, Advantages, and Develop-
ment. Lexington, Massachusetts: Lexington Books, 1974,

Websters Third New International Dictionary of the English Language, Un-
abridged Edition. Springfield: G & C Merriam Company, 1971.

Yamane, Taro. Elementary Sampling Theory. Englewood Cliffs: Prentice
Hall, Inc., 1967.

Bank Administration. American Institute of Banking, 1972.

Studies in Banking Competition and the Banking Structure. Washington:
Administration of National Banks, United States Treasury, 1966.

Published Reports

Bucklin, Louis B. "The Economic Base of Franchising." Working Paper

Series, Research Program in Marketing, University of California,
Berkley. No. 62, 1970. '

Dikeman, N. J., Jr. Trade Areas of Oklahoma. Bureau of Business Research,
University of Oklahoma, 1962.

Gup, Benton E. "A Study of Banking Structure." Occasional Papers II,
University of Tulsa (October 1970).

Homan, A. G. and Dikeman, N. J., Jr. A Practical Approach to Analyzing
the Feasibility of Commercial Banks. Monograph 12, Bureau for
Business and Economic Research, University of Oklahoma, 1971.

Lalonde, Bernard. Differentials in Supermarket Drawing Power. Marketing
and Transportation Paper No. 1I1. East Lansing: Bureau of Business
and Economic Research, Michigan State University, 1962.




|
l

161

Lewis, B. I. Franchising, a Selective Bibliography. Graduate School of
Business Administration, University of Minnesota, 1966.

Lewis, Edwin Henderson. The Franchise System of Distribution. Prepared
at the University of Minnesota under the Small Business Administra-
tion Management Research Grant Program by Edwin H. Lewis and Robert S.
Hancock, 1963.

Mertes, John E. Creative Site Evaluation for the Small Retailer., Uni-
versity of Oklahoma, 1962,

Pariser, D. B. '"Structure and Performance of the North Dskota Commer-
cial Banking System, 1962-1971," University of North Dakota.

Thompson, D. N. '"Franchising and Franchise Systems; the Marketing, Man-
agement, and Economic Literature." Franchising Today, report of the
Fourth International Management Conference on Franchising, sponsored
by the Boston College Center for the Study of Franchise Distribution,
Farnsworth publishers: 1969: 353-67.

Federal Deposit Insurance Corporation. Bank Operating Statistics 1974,
Washington, D.C.: Federal Deposit Insurance Corporation, 1974,

"What Does It Take to Build a Bank?" Republic National Bank of Dallas,
Dallas, 1950.

Articles in Journmals

Alhadeff, D. A. "Barriers to Bank Entry." Southern Economic Journal,
40 (1974).

Anderson, W. T.; Cox, E. P. and Fulcher, D. G. Journal of Marketing, 40
(January 1976): 40-46.

Applebaum, William. "A Technique for Constructing a Population and Urban
Land Use Map."” Annals of the Association of American Geographers.
March 1936.

Applebaum, William and Cohen, Saul B, "The Dynamics of Store Trading
Areas and Market Equilibrium." Annals of the Association of American
Geographers (March 1961).

Applebaum, William; Cohen, Saul B.; Epstein, Bart J.; Green, Howard L.;
Inus, Harold R.; and Ramsome, Jack C. "Store Location and Develop—
ment Studies." Economic Geography (January 1961).

Applebaum, William and Richard F. Spears. "How to Measure a Trading Area."
Chain Store Age (January 1951).




162

Cableigh, I. U. "Franchising Companies." Commercial and Financial
Chronicle, 211 (February 1970): 600-608.

Clabault, J. M. "Antitrust Problems in Franchising." Conference Board
Records, 7 (July 1970): 57-60.

Cohen, Saul B. and Lewis, George K. '"Form and Function in the Geography
of Retailing." Economic Geography (January 1964): 1-42,

Converse, P. D. "New Laws of Retail Gravitation." Journal of Marketing
(October 1949): 379-384,

Cox, W. E., Jr. 'Other Dimensions Involved in Shopping Center Prefer-~
ence." Journal of Marketing (October 1970): 12-17.

DiMarco, J. J. and Kapsik, P. L. "Relationship of Life Style and Inter-
personal Need Orientation." Psychology, 86 (January 1974): 13-15,

Fetter, Frank A. "The Economic Law of Market Areas." Quarterly Journal
of Economics, 38 (1924): 520-529.

Fretzschi, D. J. "Consumer Response Information--A Potential Tool for
Regulatory Decision Makers." Tramsportation Journal, 14 (Winter
1974): 22-26.

Goodwin, William. "Sales Performance Maps for Marketing Geography."
The Professional Geographer (September 1957): 263-267.

Green, Howard L. "The Structure of Outlying Retail Centers: Where Do
Retail Functions Belong?" Journal of Retailing (Winter 1968):
54-60,

Green, P. E. and Wind, Y. "New Way to Measure Consumers' Judgements."
Harvard Business Review, 53 (July 1975): 107-117.

Hanford, L. D. "Problems and Financing Trends in Franchising."

sal Journal, 39 (April 1971): 222-30.

Apprai-

Huff, David L. "A Probability Analysis of Shopping Center Trading Areas.”
Land Fconomics, 53 (February 1963): 81-90.

Hunt, Shelby D. "The Socioceconomic Consequences of the Franchise System
of Distribution." Journal of Marketing, 36 (July 1972): 32-38.

Hunt, S. D. "Trend Toward Company-operated Units in Franchise Chains."
Journal of Retailing, 49 (Summer 1973): 3-12,

Hunt, S. D. and Nevin, J. R. "Power in a Channel of Distribution: Sources
and Consequences.” Journal of Marketing Research, 11 (May 1974):
186-193.




163

Hunt, Shelby D. and Nevin, John R. "Tying Agreements in Franchising."
Journal of Marketing, 39 (July 1975): 20-29.

Hyson, C. D. and W. P. "The Economic Law of Market Areas.” Quarterly
Journal of Economics, 64 (1959): 319-327,

Jack, N. W. "Salaries in the Banking Industry with Tables." Monthly
Labor Review, 94 (April 1971): 57-59.

Jolson, M, A. and Spath, W. F. '"Understanding and Fulfilling Shoppers’
Requirements: An Anomaly in Retailing?" Journal of Retailing, 49
(Summer 1973): 38-50.

Leland, N. E. "Theory of the Firms Facing Uncertain Demand." American
Economic Peview, 62 (July 1972): 278-291.

Markland, R. E. and Furst, R. W. "Conceptual Model for Analyzing Dis-
crete Alternative Franchising Portfolios: Design and Validation."
Operational Research Quarterly, 25 (June 1974): 267-281.

Maslow, A. "A Theory of Human Motivation." ngchologicai Review, 50
(July 1943): 370-396.

Massey, William F. "Forecasting the Demand for New Convenience Products."
Journal of Marketing Research, 6 (November 1967): 405-412,

McGuire, E. P, "State Franchising Regulations." Conference Board Rec-
ords, 7 (October 1970): 29-32.

McGuire, E. P. "Franchising--Some Hurdles Ahead." Conference Board
Records, 7 (July 1970): 54-56.

Michelini, R. L. "Influence of Psychological Needs on Human Behavior,"
Journal of Psychology, 91 (November 1975): 253-258.

Motter, D. C. '"Bank Formation and Public Interest." National Banking
Review, 2, United States Treasury Department (March 1965): 299-304.

Nevin, J. R. '"Laboratory Experiments for Estimating Consumer Demand,
A Validation Study.”" Journal of Marketing Research (August 1974):
261-269.

Olson, R. S. '"Franchise Agreement." Management Accounting, 52 (June
1971): 37-44,

Pelzman, Sam. "Bank Entry Regulation: Its Impact and Purpose." Na-
tional Banking Review, 3 (March 1966).

Plotkin, Manuel D, "The Use of Credit Accounts and Computers in Deter-
mining Store Trading Areas." New Directions in Marketing, Chicago:
American Marketing Association, 1965.




164

Plummer, Joseph T. "Life Style Patterns and Commercial Bank Credit Card
Usage.”" Journal of Marketing, 35 (April 1971): 35-41.

Pyle, J. Freeman. "Determination of Location Standard for Retail Con-
cerns." Harvard Business Review, No. 4 (1926): 303-312,

Renshon, S. A. "Psychological Needs, Personal Contract and Political
Participation." Journal of Political Sciences (March 1975): 107-
116,

Salby, E. L., Jr. '"The Structure of Banking in Georgia." Georgia Busi-
ness, 36, 6 (December 1974): 1-8.

Snvder, J. D. '"Franchises: Selling the Hustings Instead of Headquarters."
Sales Management, 108 (January 1972): 19-22,

Stephenson, P. R. and House, R. G. "A Perspective on Franchising."
Business Horizons, 14 (August 1971): 35-42,

Thompson, Donald L. "Future Directions in Retail Area Pesearch." Eco-
nomic Geography (January 1966): 1-18,

Trevor, H. S. '"Guidelines for Lending to Franchisors/Franchisees."
Bankers Monthly, 88 (February 1971): 20-23.

Van Fleet, D. D. '"Need Hierarchy and Theories of Authority." Human Re-,
lations, 26 (1973): 567-580.

Weighland, R. E. and Wasson, H. C. "Arbitration in the Marketing Channel."
Business Horizons, 17 (October 1974): 39-47,

Wells, William D. 'Measuring Readiness to Buy." Harvard Business Review,
39 (July-August 1961): 81-87.

Weston, Fred and Hasking, W. L. '"Geographic Aspects of Market Structures
and Performance in Banking." Journal of Business Research, 1 (Summer
1973): 31-42.

Wotruka, T. R. and Duncan, P. L, "Are Consumers Peally Satisfied?" Busi-
ness Horizons, 18 (February 1975): 85-90.

Wright, P. '"Consumer Choice Strategies: Simplifying vs. Optimizing."
Journal of Marketing Research, 12 (February 1975): 66-67.

Wrighton, Fred. '"Banking in Louisiana.” The Louisiana Economy, 6, 2
(November 1972).

Yeates, A. J. "Further Evidence on the Structures-Performance Relation
in Banking." Journal of Economics and Business, 26 (Winter 1974):
95-100.




165

Yeates, A. J.; Irons, E. D.; and Rhoadas, S. "An Analysis of New Bank
Growth." Journal of Business, 45 (April 1975): 179-203.

Yeh, Y. "Consumer Preferences and Gains from Trade." American Economic
Review, 64 (July 1974): 473-477.

"An Svaluation of Current Store Location Research." New Directions in
Marketing (1965): 243-250.

"Bank Competition and Michigan Banking Structure." Michigan State Eco-
nomic Record, 14 (September-October 1972): 1-8.

"Chain Store Location Strategy and the Profit S-Curve." New Directions
in Marketing, American Marketing Association (1965): 283-294,

"Evaluating Store Sites and Determining Store Rents." Economic Geo-
graphy (January 1960): 1-35,

"Can Store Location Research be a Science?" Economic Geography (July
1965): 234-237.

"Business of Your Own?" The Economist, 235 (May 1970): 52.

"Franchisee's Find Friend (F.T.C.)" Sales Management, 107 (December
1971): 8.

"How to Measure a Trading Area." Chain Store Age (January 1951).

"Interstate Banking: The New York Initiative." Review of Business, 11
(March/April 1974): 1-2.

“Marketing Strategies: American Training: Learn, Then Sell." Sales
Management, 110 (April 1973): 12,

"Minority Groups Help Spearhead Franchising Industry Upsurge." Commerce
Today, 3 (February 1975): 25.

"Potential Competition in Banking." Address, March 19, 1973. D. I. Boken.
Vital Speeches 39: 405-9, April 15, 1973.

"Store Location Research--A Survey by Retail Chains." Journal of Re-
tailing (Summer 1964): 53-56.

"Toward a Better Understanding of Store Site Evaluation and Rentals."
The Frontiers of Marketing Thought and Science. American Marketing
Association, 1957.

Articles in Other Periodicals

Diamond, S. A. "Franchise System Charged in Anti-Trust Violation." Ad-
b ]
'

a
vertising Age, 42 {(November 1971); 44.




166

Furst, R. W. and Markland, R. E, "Evaluating Franchising Opportunities:
A Problistic Approach." Financial Executive, 38 (February 1970):
70-75.

Murray, D. J. "Cautious Boom in Franchising."” Dun's Review, 100 (No-
vember 1972): 45-49,

"Chain of Laws for Franchising." Business Week, April 4, 1970: 26.

"Changing Pattern for the Franchise Boom, with Tables." U.S. News and
World Report, April 25, 1972.

"Ever Tighter Limits on Franchising Power." Business Week, May 25, 1974.

"Franchising's Busy Helpers: Franchiser Consultants." Business Week,
February 1970.

"Franchising Goes on the Griddle." Business Week, January 3, 1970.

"How a Social Conscience Shapes Banking." Business Week, September 15,
1973.

"Law Shapes Up on Franchising." Business Week, January 1970.

"Line is Drawn on Banks; Administration Bill to Regulate One-Bank Holding
Comapnies.”" Business Week, March 29, 1969.

"New Banking: Special Report." Business Week, September 15, 1973.

"Shutting the Gates on Area Franchisers."

1971.

Business Week, January 23,

"Bank Franchises the Cashless Society." Business Week, May 26, 1975.

"Battle Over Banking Limits.” Business Week, December 5, 1970.

Unpublished Material

Dikeman, N. J., Jr. The Image of the May Avenue Bank and Trust Company,
an unpublished report, Bureau for Business and Economic Research,
University of Oklahoma, 1972.

Homan, A. G. and Dikeman, N. J., Jr. The Image of the First State Bank
and Trust Company of Oklahoma City, an unpublished report, Bureau for
Business and Economic Research, University of Oklahoma, 1970.

Feasibility of a New Bank in Nichols llills, Oklahoma, an unpublished re-
port, Business Research Center, Oklahoma City University, 1972.




167

The Economic Feasibility of a Bank in the Shepherd Mall Shopping Center
in Oklahoma City, an unpublished report, Bureau of Business Research,
Norman, Oklahoma, University of Oklahoma, 1966.

The Feasibility of Changing the Name of a Bank in Oklahoma City, an un-
published report, Bureau for Business Research, University of Okla-
homa, 1960.

Reports and Hearings

United States Bureau of the Census. "Use of Census Tract Data for Locat-
ing Retail Limits.” Paper presented at the Census Tract Conference,
December 29, 1964, Working Paper 27, 18-19.

Statutory
Illinois, Banking Act (1973), Section 13,

Iowa, Iowa Banking Act of 1969 (1969), C. 301.

Kansas, Banking Laws (1974), Article 8.

Minnesota, Banking Laws and Related Statutes (1973), C. 48.

Missouri, Laws Relating to Banks and Trust Companies (1967), C. 362.

Montana, Laws Relating to Banks and Banking (1971), Table 5.

Nebraska, Banking Laws (1974), Section 8-120.

North Dakota, Uniform Commercial Code (1966), C. 41-04.

Oklahoma, Banking Code (1965), Article III.
Texas, Banking Code (1943), C. II.

West Virginia, Banks and Banking (1969), C. 31-A-2-5.

Wyoming, Laws Relating to Banks and Banking (1974), C. 1,




APPENDIX A



Address

APPENDIX A

CONFIDENTIAL - BAMK QUESTIONNAIRE
OKLAHOMA CITY, OKLAHOMA
Code Number 180

Interviewer

Date

W N -

Origin: W B 0
Size of Household
Occupation of Head of Household

llhere does he (she) work?

Downtown Oklahoma City
Bethany

Will Rogers Airport
Meridian Industrial Area
Other (Specify)

What is the approximate age of the head of the household?
How many automobiles does the household own?

Where do you normally purchase these goods?

Okla. City Out of Town
Type of Goods (Name of Store) (Mame of City)

Food

Clothing

Automobiles

Furniture

Appliances

Farm Machinery

Other (specify):




OKLAHOMA CITY BANK STUDY

8.

10.

1.

12.

13.

At which type of establishment do you usually buy these goods?

Downtown Discount Shopping Center
Food

Clothing

Automobiles

Furniture

Appliances

Farm Machinery

Other (Specify):

Do you have a checking account? If yes, give the bank's name and
Tocation

a) Do you have a savings account? If yes, give the bank's name
and location

b) Does your bank provide the services and conveniences you desire?
c) If no, what other services or conveniences do you desire?

d) Do you have more than one savings account? If yes, where? (Mame)

Is there any particular reason for banking where you now bank? If yes,
what is it?

How often do you visit your bank?

Heekly: Once Twice Three Times Four Times

Monthly: Once Twice Three Times Four Times

What services do you wish a bank to provide?
Drive-In Window
Automatic Savings
Mail Banking

Night Depositories
Other (Specify):




OKLAHOMA CITY BANK STUDY

14,

15.
16.
17.
18.
19.
20.

21.

22.

23.

Do you bank where you shop? Work? Reside? Neither?_

a) Do you have more than one checking account at a bank? If yes, in
what bank (s) are these accounts located?

Would you rather bank where you shop? _ Work? _ Reside? _ No preference?;__
Does the husband or wife do the banking?

What time of the day is most convenient for your banking needs?
Does distance influence your choice of banks?

Would adequate parking affect your choice of banks?

Are you satisfied with the attitude of local bankers in providing you with
services you want? If not, give your reasons.

Would you bank at a new bank located in the vicinity of the intersection of
Northwest 10th and Purdue?

If the answer to number 21 was yes, what banking services would you use?
(Check those applicable).

Checking Account

Savings Account

Safety Deposit Box (Lock Box)
Loans

Financial Advice

Check Cashing

Other (Specify):

What is your approximate annual income?

Less than $3,000
$3,000 to $4,999
$5,000 to $7,999
$8,000 to $9,999
$10,000 to $11,999
$12,000 or over
Refused

Don't know
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24. VWhat is the educational level of the household, in other words, the number
of years he attended school?

Grades, © years
High School
College, years

Post Graduate
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10.

1.

12.

SCHEDULE OF QUESTIONS Intervie:
rOR AREA BUSINESSMEN Date

Code Number 180

Type of Business (observed)

Is that the main store or a branch?

Number of employees

Trade area served (mile radius or street limits)

Approximate number of customers per week (if retail or service)

Where is closest bank? (observed and owner/manaaer opinion)

How far is this bank from your store? (Observed and owner/manager opinion)

lhere do you now bank? (name of banks)

If not the closest bank, why do you use this bank (s)?

Does your present bank(s) provide the services you need? Yes

No If no, what additional services do you desire?

Would you become a depositor in a new bank located at Northwest 10th and
Purdue?

a. Why?

b. If yes, what services should this bank offer?

c. Do you think a new bank at this location is needed? Yes No
Don't Know __ Refused '

d. Why?

If you would become a customer of the pronosed new bank, approximately how

much would your average monthly devosits amount to?




CONFIDENTIAL
SUPERMARKET QUESTIONNAIRE

ADDRESS

INTERVIEWER

DATE

1. Ethnic Group

1. White 2. Negro 3. Indian 4,
2. Size of Family

1. 1 3. 3 5.

2. 2 4o 4 6.
3. What is occupation of head of household?

1. Construction

2. Finance, real estate, insurance

3. Manufacturing

4. Trade

5. Government

6. Service, including professional

7. Transportation, communication, utilities

8. Retired

9. Unemployed

10. Other, including student

Asiatic

5

6 or more



Where does he or she work?

5.

6.

Oklahoma City (Downtown)

Oklahoma City (Other)

Del City

Midwest City (FAA)

Tinker AFB

Other (Specify)

What is the age of the head of the household?

1. 0 - 20 4. 41 - 50 7. 71 - up
2. 21 - 30 5. 51 - 60

3. 31 - 40 6. 61 - 70

How many years of school has the head of the household
completed?

1. 8th grade or less 4. Some college

2. Some high school 5. College graduate

3. High school graduate 6. Masters

7. Doctorate

How many automobiles does the family own?

1

2

3

4

5 or more



8.

10.

11.

12.

13.

13a.

14,

l4a.

15.

16.

What type of grocery store do you prefer? (Check those applicable)

Supermarket

Regular Grocery/meat market

Neighborhood Grocery Store

Fast Service (7-11 type) Store

Grocery Department in Discount Store

Other

Where do you now purchase most of your groceries? (Name and
give approximate location of Store)

Where do you now purchase most of your meat? (Name and give
location of store)

How often do you visit this gorcery store (given in 9 above)?

How often do you visit this meat store (given in 10 above)?

Do you ever purchase gorceries at fast service stores?

Yes No

Why?

Do you ever have reason to travel on Sooner Road near the inter-
section of Southeast 29th Street?

Yes No

If yes, how frequently?

Approximately how much do you spend each week for groceries?

$ ; for meat?$ .

Would you become a customer of a supermarket handling a full
line of groceries and meats at competitive prices located at
the intersection of Southeast 30th Street and Sooner Road?

Yes No Don't know




l6a. If yes, would you be a regular or occasional customer?

Regular Occasional

17. What is your approximate annual income?
Less than $5,000
$5,000 but less than $7,500
$7,500 but less than $10,000
$10,000 but less than $15,000
$15,000 but less than $20,000

$20,000 and above
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THE ADMINISTRATOR OF NATIONAL BANKS

WASHINGTON, D.C. 20220

Office of the
Comptroller of the Currency

Instructions Regarding
Application to Organize a National Bank
and Supplementary Forms

Mr.

Dear Mr.

TR

- " 'You and your associates have expressed an interest in organizing a.. .
National Bank. Before undertaking action of any nature to effectuate your
purpose, including execution of the enclosed documents, you are urged to
discuss your proposal with the following named Regional Administrator of
National Banks for the National Bank Region in which you intend to locate the
proposed bank:

Such consultation will save you time and expense.

In developing your proposal for presentation to the Regional Ad-
ministrator, bear in mind that the statutory minimum invested capital
requirements for organization of a National Bank vary according to the
population of the city, town, village, or other place in which the bank is to
be located. 1In general, in a place having a population of not more than 6,000,
capital of not less than $50,000 is required. In a place having a population-
in excess of 6,000 but less than 50,000, capital of not less than $100,000 is
required. In a city the population of which is in excess of 50,000, a minimum
capital of $200,000 is required. The Comptroller of the Currency, however,
ordinarily requires a substantially larger amount of initial capital, depending
upon the facts developed in an investigation.
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In addition to paid-in capital, a National Bank is required to
have an amount of paid-in surplus equal to not less than twenty percent
of its capital. Moreovexr, the Comptroller of the Currency always requires
an amount of paid-in undivided profits, over and above capital and paid-in
surplus, adequate to meet organizational and other expenses and still
provide a margin of safety until the operations of a new bank become
profitable.

The following enclosed documents are to be executed and submitted
to the Regional Administra*or of National Banks in accordance with the in-
structions hereinafter set forth:

- Application to Organize a National Bank and
Representations of 2pplicants (Three Copies)

Appointment of Agent (Three Copies)
Financial Report (Three Copies)
Biographical Report (Three Copies)

If additional copies of these documents are required, please advise the
Regional Administrator. The purpose of these documents is to seek the
preliminary upproval of the Comptroller to organize the proposed bank.

The Application to Organize a National Bank and Representations of
Applicants must be completed and signmed, in auplicate, Dy at least Iive
adult natural persons and the Avpointment of Agent must be completed and
signed, in duplicate, by the same persons who ‘signed the application to
organize. The latter document should also be signed, in duplicate, at
the appropriate place by the person designated as agent for those signing
the application to organize, whether or not the person designated as agent
is one of those signing the application to organize.

A Financial Report and a Biographical Report must be completed
and signed, in duplicate, by each person who signed the application to
organize.

When properly executed, the application to organize, the appoint-
ment of agent, and financial and biographical reports for each applicant,
all in duplicate, must be mailed to the Regional Administrator. Do not
deliver them by hand or otherwise. If desired, an applicont may forward,
by mail, his financial and biographical reports directly to the Regional
Administrator so as to arrive at or about the same time as the other documents
are delivered to the Regional Administrator. If all financial and biographical
reports do not accompany the application to organize and appointment of agent,
the application to organize will not be acted upon in any manner by the
Regional Administrator until all such reports are received by the Regional
Administrator,
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The fee for filing an application to organize is $2,500. A
check in this amount, payable to the Comptroller of the Currency, must
be transmitted to the Regional Administrator with the application to
organize. Refund with respect to this filing fee will be made only as
follows:

l. If the application is withdrawn by you before a field
investigation is undertaken by this Office, $2,000 will
be refunded.

2. If the application is withdrawn by you after a field
investigation is undertaken by this Office but before
the Comptreller renders a decision with respect to
preliminary approval of the application, $500 will be
refunded. .

Your attention is particularly directed to the several
representations and warranties set forth in the application to organize.
Read these representations and warranties carefully. Be certain you under-
stand them fully. Their importance cannot be overemphasized. The informa-
tion set forth by you in the application to organize, and._in _the _appointment._ .
of agent and biographical and financial reports is subject to verification
through investigation. A misrepresentation in or omission of a material
fact. from these documents may subject you to severe criminal penalties, in--. ..
cluding those provided for by 18 U.S.C. 1001. Moreover, discovery of a
nisrepresentation or omission of a material fact will ordinarily result im no
further action being taken by the Comptroller of the Currency in connection
with the application or if discovered after the proposed bank has achieved
corporate existence or has commenced the business of banking; may-result-in- --
action to revoke the bank's corporate existence or its authority to do business.
T ""Also enclosed is an outline of the minimum information which must
be developed and submitted to the Regional Administrator -of National Banks
within 30 days after filing of the application. Failure to meet this
requirement or to be otherwise prepared for personal interviews or to
assist in the investigation may result in your application being con-
sidered as abandoned.

While ordinarily unnecessary, you may, if you choose, .employ
professional assistance such as attorneys, economic researchers, and other
specialists, to aid you in connection with your application. You are, however,
advised that all charges for organization expenses must be reasonable in
amount.
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No such expense or charge except minor organizational expenses may be paid
until full details, including dates, nature of services, and the charges
therefor, are submitted to the Comptroller of the Currency and the
Comptroller has expressly approved payment. Moreover, if the Comptroller
of the Currency approves payment, payment shall ultimately be paid only out
of bank funds and reflected on the books of the bank.

Funds to pay for organizational expenses should not be borrowed
by the proposed bank or the applicants from any source. If necessary, minor
organizational expenses incurred by you should be paid out of your personal
funds subject to reimbursement by the bank and later approval by the
Comptroller.

In no event shall the amount of or payment of an expense or charge
be solely contingent upon any action, decision, or forbearance on the part
of the Comptroller of the Currency. A contingent expense or charge will
ordinarily result in the Comptroller of the Currency's refusal to grant
preliminary approval, or the Cecmptroller's withdrawal of such approval if..
the same has already beea granted. A contingent charge, however, is not
one where an additional charge will be made to cover additional work .
- resulting from action by the Comptroller of the Currency. - -~: .-~ = ==~ ~rmwew

feeee---- ..You will be notified by letter when your application has been. ... . __
accepted for filing. Within fifteen days after receipt of such notification
you must publish the proposals contained in the application and the names: -
of. the. signatories to the application one time in a local newspaper-of - SN
general circulation. Immediately thereafter, supply the Reglonal Admlnlstrator
with a tearsheet or clipping evidencing such publication.

- The acceptance for filing of your application to organize should .-
not- be ‘construed- as evidence that your- application will receive ‘the pre-:-.-= -
Timinary approval of the Comptroller of the Currency. In addition, the
Comptroller of the Currency may grant preliminary approval and yet disapprove
some' persons who have participated in submitting the application tobe - -- -
shareholders in the bank or to be affiliated with the bank in any other
way.. Consequently, until you receive a written authorization from the ..
Comptroller- of the Currency; do not-enter into any binding -agreements ~-
written or oral, among yourselves or with any other person regarding sub-

scriptions_for or purchase of stock, in the proposed bank or. regardlng
election of directors of the proposed bank.
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Until further notice by the Comptroller of the Currency
or the Regional Administrator of National Banks, do not take any
other action of any kind with respect to organization of the bank.
In the event preliminary approval is granted, complete additional

instructions will be given to you at that time.
5;;7 l;’ ¥

Smith
Comptifller of the Currency




COMPTROLLER OF THE CURRENCY
THE ADMINISTRATOR OF NATIONAL BANKS

SUMMARY OF INFORMATION TO BE SUBMITTED TO THE REGIONAL
ADMINISTRATOR OF NATIONAL BANKS WITHIN 30 DAYS AFTER THE
FILING OF AN APPLICATION TO ORGANIZE A NATIONAL BANK

(1) Population of city, town, county, village or municipality in which the
proposed bank is to be located as of the last decennial census and a
present estimate.

(2) (a) Estimated population of the service area, for last decennial census
and a present estimate from which the proposed bank is expected to
generate 75% or more of its loans and deposits.

(b) This area extends from the proposed bank location approximately
miles north; miles east; niles south;
miles west,

(Area must be outlined on the maps and aerial photographs submitted)

(3) Provide the following information with respect to each competitive bank
and branches thereof located within the service area of the proposed bank
(if complete branch figures are not available use consolidated figures).
In nonpar, so indicate.

*  Location marker Date established Deposits Loans
number, names if within three
and addresses years
Distance by road Interest rates paid Interest rates Rate of
mileage and direction on savings deposits normally re- return on
from proposed bank and certificates of ceived on short- capital for
deposits term business previous
and instalment  three years
loans
Hours of business Estimate of com- Loan-deposit
mercial bank share ratio
of mortgage loan
business

(4) Provide handy-sized duplicate maps (with a scale of miles and compass
points) of the city or area appropriately labeled to show the location
of the proposed bank and the names and locations of all banks and branches,
including applications pending and those approved but not opened. Aerial
photographs of reasonable coverage, including expected service area are
helpful, and if available, one so labeled should be submitted. The expected
service area of the proposed bank should be clearly outlined on the maps
and on aerial photographs.

*Include applications pending and those approved but not opened.

Form CC 7022-18
Rev 3/71
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(5) Provide the following information with respect to Savings and Loan, Building
and Loan, and Mutual Savings Banks located within the proposed service area.

Names and Date established Share Loans Distance by road
Addresses if within three Accounts mileage and
years direction from

proposed bank

Indicate the number of the following institutions within the proposed service
area three years ago and the number of each at the present: Credit Unions,
Finance companies, Insurance companies granting loans, and other institutions
granting loans.

Paand)
O
N’

(7) Indicate degree of intensity of competition in service area by Savings and
Loan, Mutual Savings Banks, Credit Banks, etc.

(8) Provide a copy of any survey made preliminary to filing the application for
the proposed bank and also the cost for any such survey.

(9) Comment on the economic character of the area to be served.

A, If area is largely residential, state whether homes are generally owner-
occupied, the extent of housing development, type, quality, price level,
average age, number of unsold new homes, and prospect for continued
development.

B. If primarily industrial or business, state the number and general types
of business, and in the cases of principal employers, give the name of
each company or firm, number of employees, and payroll, and comment on
the consistency of employment and special skills required.

C. Shopping center locations should be fully described. State the number
of units, size as to total land and building area, number of individual
parking spaces, accessibility to surrounding communities, the extent to
which signed leases have been obtained, the names of principal lessees,
and provide information as to their financial responsibility, if not
national concerns.

D. Provide information regarding population growth potential; new businesses
recently established or planned, etc. Discuss the traffic pattern, the
street and road facilities, and their adequacy. Describe geographical
barriers, if any.

(10) If no bank in community, where is banking business conducted by residents?



(11)

(12)

(13)

(14)

(15)

(16)

(17)

(18)

-3 -
Past banking history of community.
Proposed ownership of stock, is it to be widely distributed or closely
held. Amounts to be taken by organizers, proposed directors, officers
and their families.,
Financial position of city, town, village, school districts and county.
Discuss tax collections, showing total levy, percentage collected and
arrears, etc.
List the major types of loaning demands proposed bank expects toc serve.
Give estimates of the volume of total deposits, showing the amount of
public funds included in total and total loans expected at the end of
the first year of operations, second and third year.
A detailed projection of earnings and expenses must be submitted showing
the breakdown of income and expenses for each of the first three years of

operations.

Give the following information regarding banking house and equipment as
it applies:

(a) If to be purchased, the separate costs of land, building, furniture
and fixtures, and vault.

(b) If to be leased, give terms in brief and describe the quarters.

(c) If property is to be purchased or leased from a director, officer,
or large shareholder, state name and other pertinent data.

(d) Give expiration date of any option to purchase or lease.
(e) If new construction, furnish anticipated completion date.

(f) If a tempovary location is planned, furnish exact address, distance
and direction from permanent location, and period it will be occupied.

(g) State the approximate period of time that will be required to place
bank in operation in temporary and/or permanent site.

What plans have been made to obtain fidelity insurance covering all
individuals authorized to collect, receive or deposit funds from stock
subscriptions?
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s
County of ...
TO TIIE COMMISSIONER OF BANKS AND TRUST COMPANIES:

We, the undersigned, hereby make application for 2 Permit to Organize 2 bank under the provisions of
the Hlinois Banking .\ct, approved May 11, 1955, in force January 1, 1957, as amended, and for the purpose of

such organization we hereby state as follows, to-wit:

1. The name of such bank shall be:

2. The business of said bank shall be canried on at No. Street,
in the O County of
(eity, town or village)
and State of Ilinois, a community of._.. inhabitants,

in which place there are banks existing and doing business.

thousand dollars.

3. The capital stock shall be
. The preferred stock shall be

dollars.

. The surplus shall be.

dollars,

. The reserve for operating expenscs shall be.

dollars.

LS Y - RV T

dollars.

. ‘The par value of each share shall be
{$———— ), and each share of stock shall be sold for §

8. The number of shares shall be

9. The duration shall be

years.

10. A statement of the financial worth of each of the applicants is attached hereto and made a part hereof.

11. A list of three references as to the personal character of each of the applicants is attached hereto and

made 2 part hercof.

12. The proposed management is as follows:

BUS(X)NRESS
NAME RESIDENCE ADDRESS OCCUPATION




BUSINESS

OR
NAME RESIDENCE ADDRESS OCCU¥PATION
STATE OF ILLINOIS,
ss.
County of
I , 2 Notary Public in and for the
County and State aforesaid, do hereby certify that on the day of

19, personally appeared before me

to me personally known to be the same persons who executed the forcgoing statement and sew-

erally acknowledged that they executed the same for the purpose therein set forth.
IN WITNESS WHEREOF, I have hereunto set my hand 2nd seai, the day and year above written.

Notasry Public.

($1944—2M—4-T2) D6
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Application to Organize a State Bank
Supetintendent of Banking

Department of Banking
Des Moings, fuwa
Dear Sir: '

We, the undersigned prospective incorporators, being natural persons and of lawful age, hereby make application to

the Superintendent uf Banking to organize « State Bank under the ditle of

* to be located at

{STREET Abd\tssl
County of . S}(of lowa, pursuant

{CITY OR TOWN]
applicable provisions of the 1971 Cude of lowa and amendinents thereto,

In connection with this Application we hereby submit the proposed Articles of Incorporation ffr the new bank and
applicable fees for filing and recording such areicles with the Sceretary of Stare as required W Section 496A.124,
1971 Code of towa. You are turther advisud that proof of publication ui\he notice required by Sectiun 524.304 of
the Code will be forwarded within thirey (30} days.

- . . . . . g . .. i) .
We have. in conncetion with this Application, read the following provisions f the Pode of Jowa 'which govern the

organization of new State banks, namely:

“Sec. §24.301 Incorporators. A state bank may be iNorporaged under chis chapter by not less than
five individuals nineteen vears of age or older, 2 majoriy of Ahom shall be citizens of this state and
all of whom shall be citizens of the United States.”

“Sec, 524.302 Articles of Incorporation. The

ticles of indrporation of a state bank, in the form
prescribed by the superintendent, shall set fdreh "

¢ following?

EEE R

“Sec, 524.303 Application for Appragal, The incorpryators shall make an application to the super-
intendent for appreval of a proposed shite bank in the ihnner preseribed by the superintendent and
shall deliver to the superintendent, (og}\hcr with such apNication: 1. The articles of incorporation.
2. Applicable fees, pay gble to the secretany of state as specified in section 496A.124 of the Code,
for the filing and n‘cor@: of the articles Xf ncorporation. Within chirty davs after delivery of the
foregoing items, the inc!
the notice required by scitiol
was made.”

rivgators shall alsoNjeliver to che superintendent proof of publication of
324.304 by aft¥avit of the publisher of the newspaper in which it

“Sec. 524.304 Publication 4f Noticy.
intention po deliver, or the \delivAy of Yo articles of incorporation ta the superintendent, once
cach wcﬁor two successive Welhs in a newdpaper of general circulation published in the municipal
corporation which is proposcll as the principal place of business of thw state bank, or if there is
none, f newspaper of general \circulation published in the county, or in a county adjoining the
county, i fehethe proposcll state bank is tu have its principal place of husiness. The first
publication of the nothsg shall aj\pear prior to. or within seven days after. the date of delivery of the
articles of incorporationfo the Yuperintendent and shall set forth: 1. The name of the proposed
state bank. 2. A statemeft thatlit is to be incorporated under this chapter. 3. The purpose or
purposes of the state bank) 4. The names and addresses of the incorporators and of tie members of
the initial bourd of directufs as they appear. or will appear, in the articles of incorporation. 5. The
date of the delivery of the jrticles of incorporation to the superintendent.”

ie incorporators of a state bank shall publish notice of their

“Sec. 524.401(2) Mininyfm Capital. 2. The minimum capital of a state bank originally incorporated
pursuant to the proviyfins of this chapter shall not be less than one hundred thousand dolfars o
such higher amount xthich the superintendent may deem necessary in view of the deposit potential
of the state bank pfd current banking standards relating to total capital requirements.”

*“Sec. 524402(1) Surplus. 1. A state bank originally incorporated pursuant to the provisions of chis
chapter shall establish. prior to receiving an authorization to do business from the superintendent, a
paid in surplus as required by the superintendent, in an amount not less than fifty percent of its
capital.”

“Sec. §24.403 Undivided Profits. A state bank originally incorporated pursuant to the provisions of
this chapter shall cstablish, prior to receiving an authorization to do business from the super-
intendent, a fund to be denominated undivided profits in an amount to be determined by the
suprintendent. but in na event less than twenty percent of the capital reguired by subscction two
of scction 524.401, The superintendent shall estimate the amount of inim? expenses to be incurred
by the state bank in determining the amount of the fund required by this section.”



In support of this Application, we hereby make the following statements and representations and submit the
fullowing informaticn tor the parpase of induding the Superintendent of Banking wo approve the arganization of
the proposed State Bank:

(1) FINANCIAL HISTORY AND CONDITION

A statement of the estimated assets and liabilitics of the proposed State Bank, as of the beginning of business, is as

i//

The following is a detailed description of the premises to be occupied by the Statd\Bank. It includes\idine of owner
and annual rental, if by lease: date of construction, original cost, price to be paid\and from whom acquired, if by
purchase; or the cstimated costs, if new construction,

There is set forth below a brief history of the ¢ »Hﬂuh)of any*Qanking in\titution the assets and liabilities of
which are to be assumed in whole or in pare by the Yroposed State Bank. such banking insticution being hercinafter
referved to as Predecessor Institution. This history idcludes the date obprganization and full information on any
mergers, consolidations, conversions, reorganizations, t «capitalization pr\bc.'uns, gudrantics or guaranty bonds exe-
cuted, capital concributions, liabilicy or deposic assuniptions. depasic waivers, deposit deferment or restriction
agreements, subordinations of claims \ineposits, and so foxgh, which have occurred during the past twenty years.

(2) ADBQUACY OF CAPITAL STRUCTURE

The capital structure of the Applicant Bank \s 4t the datc € this Application is as follows:

/
NUMSER PAR VALUE
\ OF SMARES PER SHART AMOUNTY

Preferred capital

Common capital . . . ... ..

Capital notes and/ordebentures . N, .« . oL i i e

Surplus . ... ... L.,
Undivided profits .. ......

¢ v e 8 e 4 s 4 e s b s s e v s e s e s e e s s a0 e s s o

Other segregations of the capitalaccodnt . . . ... ..o i i i

Total capital structure]

It is estimated that after the b€yinning of busiress the State Bank will have a nornal deposit volume as follows:

One year, § :Twovyears,$_______ :Three years, $

The apflicant State Bank will at all times maintain adequate total capital accounts in relation to the true value of
its total assets.

The propased State Bank upon organization will not refinance. cither directly or indirectly any loan, advance, or
credit extension made to any prospective sharcholder by any existing financial mstitution or by others, if such
loan, advaice, or credit extension was originally made to the prospective sharcholder to obtain funds to purchase
stock in the proposed State Bank.



(3) FUTURE EARNINGS PROSPLECTS

It is the opiniun of the undersigned that the carnings of the propused State Bank will be sufficient within a
reasonable period after comnencement of business, to cover all operating expenses, losses, and charge-offs and to
provide a reasonable return to sharcholders.

There follows a statement of the current operating earnings and expenses of the Predecessor Institution f{or the fast
calendar vear or for the twelve months ending sor. if there is no Predecessor
Institution, there follows a statement of esiimated current operating carnings and expenses of the proposed State
Bank for the first twelve months following the beginning of business:

Current Operating Eamings Current Operating Expenses
{a) Interest and discountonloans.....ovvivemme (a2} Interest on tine and savings deposits /o v oo
{b) Interest and dividends on securities. . ooo— . (b)Interest and discount on borrowi

(¢} Commissions, fees, and collection, exchange, () Salaries and wages
and service charges ..o vveiiii i ——

{d) Other current operating earnings .o o vve v s e

Gross Current Operating Earningt. . oo et

Annual charges for regular depreciation to be taken on bank premises will apprgximate % of original

% of
and

cost. Annual charges for depreciation on furniture and fixtures will average approximatel

original costs to the State Bank. Annual charges for regular depregfition on hank prc\\iscs of/S

furniture and fixtures of $

The proposed directors and officers are listed below. Folldwing the name of ¥ch of the proposed officers is a brief
resume or outline of his past business and banking experidpce anc \%ther qualifications as well as a brief statement
of his proposed duties in connection with the operaiqq of thy Srate Bapk.

Annual Par value of
Wort Salary stock owned
Preferred Common

Name, address and occupation

No changes are cofitemplated in the proposed dircktorate or active management of the State Bank, within the first
year of operationfwith the following possible excepdigns:

None of the propused directors, officersr employecs of the proposed State Bank has been convicted of any
criminal offensc involving dishonesty or a bréych of trust.

There is detailed below (a) the indebtedness gf cach of the above Directors and Officers and their unincorporated
companies to any Predecessor Institution. (b} the indebtedness to any Predecessor Institution of corporations in
which any of the above Directors or Offigérs are substantially interested, (c) securities held by any Predecessor
Institution issued by corporations in whigh any of the above Dirvctors or Officers are substantially interested, and
{d) the indcbtedness or portions thergaf of others to anv Predecessor Institution, collateralled by securitics issued
by corporations in which any of the“above Directors or Officers arc substantially interested: (the term indebtedness
includes both direct and inditect liabilitics).

There is listed below each prospective sharcholder (excluding Directors and Officers) subscribing 10 per centum or
more of the aggregate par value of stock to be issued, together with the aggregate par value of common or preferred
stock each will purchase.

The Applicant State Bank will at all times maintain sufficient surety bond coverage on its active officers and
employees to conform with gencrally accepted banking practices.

3



(5) CONVENIENCE AND NLEDS OF COMMUNITY

Existing banks and branches of banks focated in same city or town as propased State Bank and existing banks and
branches of banks located within a radius of twenty-tive nules of proposcd State Bank are as follows:

The approximate population of the town or city in which the proposed State Bank will Byocated is

The approximate population of the trade area to be served is

The principal industries of the community are: \

of the territoxy to be served are:

The principal agricultural, mineral, and other proflu
The approximate average annual value of the abovp products during the past three years is:

Other supporting information relative to the Tactor of conveniene and needs of the community is as follows :

CERTIFICATE

The undersigned hyseby certify, joily and s
their best knowlddge and belicf, and Biat the
to grant his appipval for the organizatidy of fhe propoded State Bank.

eally, that the statements contained in this Application are true to

Dated:

Signed: Address:

INFORMATION FOR APPLICANT

1. Any prospective incorpogator desiring to qualify his certificate may do so by attaching hereto any statement
which may be requicedA0 make his certificatc accurate.

2. Schedules or inscrts may be attached to this Application wherever the space provided is insufficient. Such
attached schedules or inserts arc a part of this Application and likewisc must be signed by the prospective
incorporators. All schedules or inscrts should preferably be on paper the same size as this page. Applications are
to be securely bound at the top of the page.

3. This application is to be exccuted in triplicate. two signed Applications to be forwarded to the Superintendent
of Banking and the other Application to be retained by the prospective incorporators.

4. It is recommended that the prospective incorporators review alf of Chapter 524 of the Code of lowa and any
amendments thereto before delwenng this App{’ication to the Superintendent of Banking.

5.1f in any instance it is not clear as to what information is necessary to complete this Application, a letter or
telephone call to the Office of the Superintendent of Banking will bring a prompt and informative reply.

4
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are e for the purpose of inducing the Superintendent of Banking
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APPLICATION FOR THE
INCORJ-CRATION/EHANGE-OF-LOCATION
oF

THE

OF.

To: Kansas State Banking Board, Topeks, Kansas -
SIQS:

The undessigned hereby respectiully request your approval for the Incorporstion/chango of location of &
state bank to be named, or named,
the samo to be located, o relocated, at , In the County of
State of Kansas.

This application Is made in good frith snd with the futentlon of Iacorporating and engaging in the baoking
buslaess within onc year after approval hercof, Should this application be appraved by tho banking board the
epplicants agree to mect the sequisements for eapital funds and other matters required by the Board prlor to
commencing operations. The applicants furthier agtee that should the proposed bank not ba in operation within
one year, sny approval given this application by the board shall be cancelled end withdrawn, except that such
approval may be extended by the board on tinely request boing made befors explration of said poriod and foe
good cause being shown.

71 ove.co .

A deposlt of $500.00 Is being mnde with the Bank Commissloner to defray the expenses of the vegular stats
utory Investigation In connection with this application, and o fusther like sum will be daposited, if requested,

To support of thiy application we sudinit the following Information: Tha capitad structuro of tals bank, s of the beglaning of

Yolal
business, will conslst of. shares of sicox having a psr volue of 9. each...... ]
Surplus £pad 8]0 oottt er e e an s ree e b e tar s ra et ar e e e
Undivided prolts account {(Pald ). .coeviiiiniiiiiiieienonrionaniccrecs tveesesrecesneerittencans —
Total capitad structure..voeveenininnvenne. | .
BANK PREMISES °

Hero give a description of the premises to ba occupled, stating whether the tame ere to ba construcied, purchaczd ¢y Jessed,
and giving the espenies thoreo! or the reatel tharcons

PUBLIC NECESSITY

Here give the nformation under the sppropriate heads for esch bank—national and state—tocated within a radius of twentys
Bve nules of the propased banke :

Nasx or Bang Locanon Dotancs Porvtanon Drroams




TEICERS AND pInrcrons:

Mers glva the sequiis ) Inf miettea concemiag eseh propaaed ofces and dicector, which b +1 tactudy o brd:f etznezt J VY
puit busthess espertioce end cther qualifieaticns; and alia faclude a beicf statement of tha dutles s0d reszonsitili:s of ech proe
pored oficer auining specifeclly the mm;in; ofocr of the propased bank.

Oucupstion snd Previous Experience, giving Dateas

1. Namn 008cey
Selarys Nuintee of thates ouned:
Ags Net Worthg Addeeass
Occupation end Previous Eapericacs, glving Dateny

2. Nimet OfBeny
Salam Number of thares ovmody
Age: ' Net Werths Addresnn .
Occupation and Previous Esperience, glving Datess L

3 Nume: Ofca;
Solarys Number of eheres ownedy
Age: Net Worths Addresn
Occupatioa and Pravious Espesience, giving Datoss :

[ : .
s . -

4 Name: Offlcas
Salarys Number of sharet owneds
Age: Net Worths . Addresns
Occupatloa and Previous Experlence, glving Daton

8 Names Offons .
Salasys Number of shases owneds
Agot Not Worth: Addrasns
Occupation and Previous Experience, glving Datens

& Nunwm Offleey .
Sclairys Numbaor of shares owneds
Ager - Nt Worthy Addioagg
Occupatica and Provious Expardeacs, glving Datess

* 1. Namas © Oflear

Sslurys . Humbes of gheres cwneds
Aga: Nat Worth Addresny
Occupatioa end Provious Experdencs, glviag Datens .

& Nome: Officey
Sslam ) Nuaiber ¢f shases gwneds
Age: Not Warthy . Addrowss |
Oceupsiion and Piuvious Bapeduncs, gtving Datess .

°- Nenay Omtll
(AT Number of shares M
Aget Net Works Addrossg

Y )



-
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INCORPORATORS
Mere give b soqmnd Inforaston concurning each Ingur poratog:
1. Name: Apes Net Worthy
Adhioa: Nunter of Shares Owoed;
Duengiation and Pigvicus Lypaticoces .
2. Naune: Ages NeA Werths -
Adidreas: " Number of Shores Owned:
Ocuupatlan and T'revious Experlences
3. Nume: Age: - Net Worths
Address: Number of Sheces Qwaeds
Occupation oud Previous Exgerfoncer : N
4. Name: . Agas Net Wosths t- X
Addross: Numbor of Sharea Owacds N
Oxcupatlon and Previous Experfence: .
3. Name: Agos
Addicsa; !
Occupation and Previous Esparieace;

Net Wortht
Number of Shares Ovmeds

8, Names
Addreus

Ager -
Occupotlon and Pravious Exgericnces

Net Wesihs
Number of Bhates Ovmody

1. Name: Agot . Net Warths .
Addies: Nusmber of Shares Ownedt .
Occupation and Proviows Caperiencen
8. Names R Ages Net Worths
Addiosn: Number of Shares Ownedt -
Oceupatlun and Previous Faperiencst -
9. Numne: Agor Net Worths
Addiers: . Number of Shares Owoedy
Occupatiun and Previous Espeticnces .
’ 2 ° .
. - PS
10 Name: Ages Net Worthg
Addiess: : Nuniber of Sharcs Owneds : .
v thon snd Previous Byperieness
N L}
11, Name: Age:
Addreus
(xcupation and Previons Espert

Net Worths
Number of Shagys Owneds

Iy




it

Namaz Age: Yet Warths
Adidies: Nutaber of Shates Owned:
Ovcupation and Provious Espatlence:

13 Name: Ages Net Wosths:
Addeesss N Nuinber of Shares Owned:
Oucupation ond Previous Eaperlence

[ ]
14. Nama: Age: ' Net Wosthy
T Addiews . Nuniber of Sheres Ounod:

Oxcupatlon end Previous Eaperlencor

15 Neme; ~ Ages Net Woutht
Addresss Number of Shases Owaad;
Occupation 00d Prevlous Experieaces

18 Name; . Ages Net Worths
Addrasn . Numbcr of Sharcs Ownady
‘Occupation sad Previaus Exper, :

12. Noames Agos ] ’ Net Worths
Address; Number of Shares Qwnods

. Oceupation and Previous Eaperfencas

18, Name: Ager Het Wasths
Addiesns Number of Shares Ownads
Occupation and Provious Expert : H

19. Nomes Ages E Net Worths
Addiesss Nuaber of Shares Owneds
Occupation and Previous Experd :

20. Namog Ages Not Warths R
Addeenst Numbeor of Sharcs Qwneds ’
Ocvupation snd Picvious Expericace: b .

In Wimizas Wirazor we hercunto subscrfbe ous namos thlee . iy of

n__




APPLICATION FOR AUTHORITY TO

ENGAGE IN DARKING BUSINESS

STATE BANKING BOARD
818 Kansas Avenue
Suite 600

Topeka, Kansas 66612

Gentlemen:

We, the undersigned, do hereby make application to the Bank
Commissioner and the State Benking Board for permission to organize
a bank and for authority to enaage in the kanking kusiness at

, Kansas, said bank to ke known as '

(Name of Bank)
In support of said application, we submit the following information:

1. Name of proposed bank

2. The capital stock of said kank will be divided into

shares at the par value of $ each, totaling’
$

3, SUrPlUS & & 4 ¢ 4 s s s e 0 o s s e o3

4, Undivided Profits « o« « « ¢ « « = o « $

A. Do you agree to keep capital accounts to National
Average WITHOUT issuance of capital notes for the first
five (5) years of operation? Yes or No

S. Legal description of location

6. Names and addresses on INcorporators or Organizers and cash

investment. Submit the following on each person: ,

A, Financial Statement. Provide confidential financial
statement on each incorporator and if stock in any cor-
poration or ownership of a business or partnership
comprises over 25% of an individuals net worth, submit

a financial and operating statement on that Corporation or

business.




Sukmit biographical sketch on each person, stating banking
experience if any and other business experience.

State Source of funds for investment. If any or all is
Being torrowed so state, giving name of lender and terms
and conditions of loan. Include security, interest rate

and maturity of loan.

Name Address




7. Will this Bank be owned by a Holding Company? Yes or No
If the answer to 7 is yes, give the following information:
A. Will there ke a management fee paid to the Holding
Company? If so, state amount and basis on which it will
be computed. ‘
B. Will the stockholders in the Holding Company ke the
same as those in the Bank? If not, please list names

and addresses.

Name Address

8, Is it anticipated that the Bank will ask for trust powers in

the application of within five (5) years? Yes or No



9.

Names of subscribers to the capital stock and amount of stock
which each subscriked. (Please type. Use additional sheet,

if necessary)

Name No._ Shares Amount

mmmmmmmmmmmmmmmmmmmm%mmmmmmmm




i0. Names of persons, partnerships, associations or corporations
proposing to own or control more than one-half (%) of the

stock (controlling interest).

Name No. Shares

11. Names and addresses of proposed directors. (Evidence of
the character and ability of each director must be attached

to this application and identified as Exhibit B).

Name Address




[T
n

Names and addresses of officers. (Evidence of the character
and ability of the managing officer must ke attached to
this application and identified as Exhikit C together with

his employment record.)

:

Address Office

13.

14,

Furnish ____ maps of the town, city, suburban area, or
county and surrounding trade territory showing location of
proposed bank, location of existing banks, and the distance
of each existing kank from the proposed bank. In cities

or suburban areas of 10,000 population of more, draw circles
on map showing radius of 1 mile, 2 miles, 3 miles, 4 miles
and 5 miles from proposed location of new bank. Where trade
territory is largely rural show on map radius distances of

5 miles, 10 miles, 15 miles, 20 miles and 25 miles from

proposed bank,

Furnish list of banks in above area, giving total deposits,
total loans, distance from proposed kank and population.
Names of other financial institutions, such as building and
loan associations, credit unions and finance companies,

located with primary trade areas.




15,

Organization and other preliminary expenses.

Attorney Fees: Name of Attorney $
Investigétion Fee $
Advertising $
Charter Fee and Filing $
Other $
Total $
16. 1Is Banking quarter to ke owned or leased? Submit cost
estimates or lease agreement.
17, Population of town or city in which proposed bank is to
be located.
18. Population of county in which proposed bank is to be located.
19. Have any of the proposed directors or officers of the applicant
bank keen convicted of any criminal offense other than minor
traffic violation. If so, list names and offenses.
20, Evidence of the need for proposed bank and advisability of

granting authority.




|

21,

List past and present connection with any bank or trust
company, other than as a customer, of each director, the

proposed active manager, and each subscriber to more than

5% of the capital stock.




22. Sukmit herewith a check in the amount of $ to
cover expenses incurred by the Banking Department in

connection with this application.

23. The incorporators represent that a majority of the incorporators

are residents of the State of Kansas and citizens of the
United States.

24. Attach projected balance sheet and income and expense
statements for a five (5) year period.

25. The undersigned incorporators represent that the capital
stock of the proposed kank has keen fully subscrited as

reflected in Item 9 of this application.

STATE OF KANSAS )
8Se
COUNTY OF _____ )

Before me, a Notary Public in and for the County and State

above named, personally appeared

and that each of them stated under oath that all of the matters

herein contained are true and correct to their kest knowledge and

P T P P Y




kelief.
Subscrited and sworn to kefore me this day of

, 19 .

NOTARY PUBLIC
SEAL

My Commission Expires: , 19 .




MINNESOTA




STATE OF MINsZIS50TA

St. Paul, Himmescta 53101, pursuznt o the Jellcwing prececure:

Y. Apolicaiian fer Jertificate autharizing 3ank to Transset Susinress.,
2, Four copies of the attached applisation Jor Aulhorizaticn must be com-
pleted inm £ull, and executed Iy (4hree) or zere inceorporators. (See
Hinnesotla Statutas, Sesticn 300.7223%).
b. The naze of the rmropesed tani must be listed In order of preference, and
must be such as to distinguish it from all other corporciions doing busi-

n2ss in the State and must cemtain the words "State Sank.” The name

should te accepted by the Comissiomer ¢f Sanks tefore the spplication is

L

had 'll)l

[
ES]

filed xithz the Cormerce Cormissien. (See Mirmesoiz Statutes, Sectic

¢. The capitalizzilon of the proposed bank must include & S*"-n"‘s Account
equal to st least 20% of the Capiial and an Undivided Profitls Account.
The Danking Tivisicn will assist yor in determining the amsunt of Undi-
vided Frofits which should be set w. (See Minresota Statules, Seciicn
£8.2).

é. Before filing your application, indicate in the space provided, the n2xe
and address of the person to whem you wish all instruciions and notices
to be sent.

e. A check for $1,000 payzble io the State Trezsurer, in payment of the
filting fee, and a check for $500, payadle to the Cemuissiorer of 3anks,

in payment of the investigaticn fee, shall acecmpany the application.

2, Peguired supporiirg data {Consists of an eight pege quesiiomnaire and

Exhibits & and B).

a. The name (first cheice) and exact locatica of the proposed bark shall te
disclosed in the marmer prescrived in questions #1 and #2 of the applica-
tion. :

b. Question #3 and 4 call for Lthe cresent name, residential address, age,
net worih and husiress or e:p‘;c;,:cnt cf cach ¢f the propesed directors,

officers end key e=ployees of the prorosed bark. An Afficavit on (wner-

ship and Perticiraticn in ihe Susiness Aclivities of the Proposed Bank,




B.

c'

(See Exhibit A), and a Biorranhica) Statement {See Exhibit B) musb be

completed individually by each person listed in question #3 oend #4, and
filed with the application.

¢. All persons listed in questions #3 and #, are required to file detailed
financial statements with the application. This detailed financial in-
formation is nceded in addition to the net worths shown,

d. Copies of all working papers containing figures or information used in
arriving at the estimated or projected figures required to answer ques—
tions #5 through #11, shall be retained and made available, upon request,
to the Commerce Commission or any party to the hearing no later than
seven days prior to hearing date,

4, If the information called for in Question #24 is not supplied with the
original application, the incerporators shall sign their names and déte the
document in the spaces provided. Four copies of Question #24 and Exhibits
A & B signed by the proposed managing officer may then be filed within the
4time specified.

Hearing on the Application

i. Upon the filing of the Application and required supporting data with the
Commerce Commission, a date for hearing will be set within the next 60 days.

2, The Commerce Commission, by its executive secretary, will notify the appli-
cants of the date of hearing, furnish the applicants with a proper form of
notice to be published and give instructions as to the manner of publica-
tion and procedure to be followed.

3. Upon completing the typewritten transcript, the hearing will be closed after
which the Commerce Commission has 90 days in which to either grant or deny
the application.

Rules and Regulations applicable to financial institution hearings have been

adopted by the Commerce Commission, copies may be ordered through the Documents

Section, Department of Administration, Room 140 Centennial Building, St. Paul,

Hinnesota 55101,




LIPORTANT
THIS APFLICATION MUST Y5 EXSCUTED EY AT LEAST THEFE THCORFORATORS, OR PROPOSED
LICCRCRA™0'S, AND FILED WITH TiE CO'ISSTON IN QUADRUPLICATE. ALL SUPSORTLNG
DATA FURNISIED WITH REFEFINGE TO THE APPLICATICH MUST ALSO ES L QUADRUFLICATE.
STATE OF MTRESOTA

Conmerce Commisgion

APPLICATIQN FOR

CERTIFICATE AUTHORIZING BAKX TO TRANSACT EUSINESS

To The Dopartment of Cormerce
of the State of Minnesota
St, Paul, llinnesota

Shares of Stock
Subscribed for:

residing st , lnnesota
residing et , Minnesota
residing gt , Vinnesota
. residing at ) , Minnesota
residing at , Minnesota

hercby mako application to transact business as a State Ennk, and propose:

1. That, in order of vreference, said state bank have one of the following
titles: (Corporate name must inclute city or village named in application)

2, That the proposed site of sald stete bank be lccated at

, in the
(City, Village, Township)
of , County of , State of Minnesota.
. 3. That said stste tark be authorized to issue shares of capital -

stock, for a tolal consideration of & .

4. That the above-named individuals have subscribed for s total of
shares at $ per share. (Verified and sworn financial statements
must be filed by each person listed ahsve topether with a Eiograrhical
Statement (See Exhibit A) and Business Activities Statement (Sce Exhibit B),

5, That balance of the capital stock of the proposed bank that is to be
disposed of shall be (has been) offered as follows:

(A verified and sworn financial statement must be furnished by all subscribers
of 10% or more of the capitsl stock,)

=)o



6., That the total consilarction received by eaid state bank for shares issuved
by it be allncated as follows:

Caormon Capital $ (divided into shares
of par value of § ___each,)

Surnlus $
Undivided Profits &
Total Consideration 3

7. That the proposed canital shructure complies with the ninimua require~
ments of Scetion 48,02 Minnesota Stetuies and that the Cormissioner of
Barks may require sdditional funds in accord with current tanking
standards if circumstences varrant,

8. That the anmdlication, supporting data, queaticnnaire, verified and sworn
financial siatecents, copics of Zxhibit A, and copiss of
Exhitit B, are true and correct statements of fact and sre sutnitted
nursuant to ctatute and regulations for the purncse of giding the
Cormerce Comnission in passing upon our application,

STATE OF MINESOTA )
)ss,
COUTY OF:

being first duly sworn, each for himself deposes and savs that he is one of the

inzorporators cf the amove-named benk: that he has read the foregoing application
and ¥nows the conbents thereol: that the facts stated thercin are true and except
83 to the matters staled on inforzation and belicf deponeats know them to be true,

INCORPCRATLRS - APPLICANTS
Subscribed and avorn to before me this
day of , 19 (NOTARIAL SEAL)

Notary Publle, County,
Mnnesota
My commission &«zir:s
TDATE OF RELRLG SEND TIE HOTICE CF HZARLNG AND LETTER OF
LIZTRCTICS TO:
» 19
M HNano:
Street:
City: ~ -




To the Urmsoren Crialiaion
5th Floor, Meiro Squere Rlde,
St. Tad, duoccin

Tho Toel.drg sureavbinyg d-ta da herely svw lied Uy the Tncorroraiorg-Ayplicants
in pupport ol their appri~sntion for » Certificate to Transact bLusinesa as a State
Bark,

1. Nome of Ivoposced Bank:

(First ciioico)

2, location: o, MnRIRAOTA
(City, Viilage or Town) (County)

3. Proposed Loard of Directors: ) ]

et Eusiness
Ro,!  Mzome tdrass g “orth or Occuration

7.

L, Propoced Officers and Xey Employess:

Yo. REhY fddress Iee ilerth{ Fusiness or Occusation

1.

2'

3
4
5
3

2

5. Propesed Szlaries to fetdve Cfficers and Emrlerees for the First Three Years:

—
1%
o
s
o
o
ir ]

Title Yea 2nd_Year  3rd Year
President $ ‘$ )
Vice President '

Cashier

pssistant Cashier

Tellers

Bookkeepers & Clericzl Yelo
Totals

</»

i

~le

v
it e
.



6. FESTIUTER TUCOM OF Tron0esh mAUX FOR FINOT TURER YRARG:

1lst Yenr 2nd Year dnd Yenr
Intgrest & Discount on Logns $ 5 $
Intorost & Discount on Securities $ 8 $
Service Charges on Deposit Accownts  § $ 8
Other ¥ise. Commissions & Fees $ $ $
Total Earnings $ $ $
7, ESTRMATED THFRNSES (F FINDGSTD FANY FOR FIPST THENT YO'FS:
lst Vear 22d Year 3rd Year
Salaries & emnloyee benefits 3 3 &
Interest on Time & Savings Deposits & > $
Interest & Discount on Borrewings S 8 $
- Taxes (Other then on income) $ $ ¢
Recurring Deprecistion on Fisxed Assets § S $
Adve‘rbising, Travel & Promotional Exp. $ $ &
Supplics & Contractual Expenses $ $ $
Rent of Panking Quarters & Lquiprent $ 4 $
Other Current Operating Expenses $ 5 8
Total Expenses & & $

8., PROPOSZD IITERTST RATES:

e expect to charge:

W EJ\JJX-'\LR

|

o«

/3
o
[E—

‘e expect to pay:

|

9. We propose to adopt a uniferm

on
on
cn
ch
on

on
on

schedule of tank service charges: Yes lo,

tgrisultural Toans
Comrercial Loans
Installrent Leans
Farm keel Fstate ioans
City Fesl Estate Lcans

Savings Accounts
Savirgs Certificotes & Thne Certificates

30, ESTIMATED "ITCSITS (F FRITCCED GAVE TOD TITAT TNIE YEARS: (In Thousands)

Tine Lepasita Total
Denard Nea~sits favinpg I~ ts, .Javi—ps Certif, Public Furnis [Deronits
6 Yonths $ 8 5 $ $
12 Months & & $ $ $
18 Yonths 3 $ 5 3 S
2L Months & 3 S $ $
30 Yonths § $ 3 & $
36 Yonths  § $ & ¢ $




1.

12,

13,

15,

26,

7.

STINATED 1OMS & RINCOUNTS OF Ima7ennh PRIV PO FITOT THIONS Yoaus:  (In Thousands)
Comrareial Ioans Installrent, Jorns  Deal Bstabe loans  Tokal Loans
6 ¥ontha & ] 3 ¢
12 Months  § S $
18 Yonths < < $ S
2, Menths S 3 3 S
30 lionths & S $ ¢
35 Montha $ S z $
It is understood that denosit esiimates gre based ca the essumstion that FDIC

degosit inswrance will ke anplied for ond that the hearine hefore Lhe Cermarce
Commission will be cenducted on e tasis tha’ the bank will not be erencd
until such FDIC deposit insurance is in effezt,  (Yes) (i) .

Pooulaticn of the comwwnity in which the proposed tank is to be located as of:
1950 3970 rresent estimate .

a, Lstimmted remuletion of the rronosed service area from which the propossd bank
is erpected to geacvale 757 or more of its loans and depnsits as of:
1930 197C Present ectimate .

b. The vrenosed sorvice crea extends from the provosed bark site approximately
__mics rorth: niles south: miles east: and
rilcs west,

S r———

List name. location (city, towm, villege) and total loans arnd deposits of ell financial
institutions tlLat serve the pronosed bank's service area frem their existing locations,
and the distance of each finenciel inciitutlon from the provosed bank site, (Use
separate sheet ard refer to it 2s Appendix A.)

Outline on a recezt map {with a scale of miles and comnass ncints) the boundaries of
the proposed bank'!s service ares, and indicste by aprrorrisie murkings the exact
location of the nrormascd tank cite and the lecation of &1l exizting financial
institutions listcd abev:, (Use separate siicot and refer to it as Appendix B).

Cormunity Facilitics:

Hurher of schools in nrenosad cervice area bank expects to serve:
Number of stulents in these sclocls:

Teachers and Adrinictrative Personnel in these schools:

Types of public transno-tation evailable*

Utilities that are evailzble to residents of proposed service area, snd percentage
of proposcd service arca that is served by these vtilities:

Survey of Farming Operatiens in Proposed Service Area (Then epplicable).

Nunber of owner-orerated farzs:
Nuaber of tenant—cperated ferws:
Total Farms: .
Average acrooge of 211 fams:
Value of farn prolusts sold last year:
Averzge far: in-cTe last year:
Average farm incsme {or rast five years:
Rural 2il Routes rurning out of community where proposed bank
site is to be located:
Other Rural businers or commercisl develognent:
Type:
Average Ani.usl income:

Type:
Average AJguui iniome:

aiau




8.

19,

20,

Other:

Type:

Average Annual Income:

Tonoe
aype:

Aversge frauval Income:

Principal Business Institutions in Proposed Service Area and Gross Sales of Fach,

llature of Huzber of Gross Sales Prev, 5 Yr, iver-
Pusiness llane Busirness Ennlovees Frevinug Yr, nre Grosa Sales

Huaber of Business Institutions in Prorosed Service Area,

Agricultural equipment and surply sales and service -firms:
Autorebile and truck sales and cervice firms:
Entertainent centers:

Hospitals:

Hotels and llotels:

lewspapars:

Professicnal offices:

Public utilities:

Radio and television stations:

Feal Estate and insurance offices:

Retsil stores:

Total number:

FACILITIES OF F-0POSZD EXNK

a., 411 a2 bank building be constructed or an existing structure utilized by the
proposed bark

b, If tho proposed bark will own the building please indicate:
(1) size of buldding_

(41) Size of area within tuilding to be utilized by provesed bank

———————————

{111) Ovmershipn of building (describe in detail)




C.

d.

©.

(iv) Cost of land ani building and frem whom rurchased

(v) If a portion of the building is to be leased to third parties, state tho

estimated income and to whon incoms will be credited

If facility will te leased by crorosed bank, please indicate:

(1) Area (square footsge) that will be leased by proposed bank

(12) Terms and duration of lease

{311) From whom the rroposed bank will iease its facilitics

Please attach receat rhobtogravh of propnzed bank site and surrounding area.

Please indicate whether the propoced banking fecility will include the following

cervices within the first year of its existence:

(1)

(11)

(111)

(4v)

(v)

Off-strect varking? If yes, how many automcbiles will be
accormodated?

Vault and nizht depositery? If yes, stute the estimated cost

of each

Security Program, Jf yes, describe fully and include a cost

breakdown,

Safety deposit bexes? If yes, state the number that will be

installed the first year, and the estimated cost.

Drive-in tz=llers? If yes, state the number that will be

installed within the first two years, and the estimated cost,




21,

22,

23,

Whiad plans havo toen made to obhain fidelity insurance covering all individuals
authorized to collect; receive; or deposii funds from stock subscriter?

Identify any fensibility siudy, statistical or econonic swivey er simllar detailed
data tuhat will b2 introduced into the record st the hezrisg.

Do you g5ree to gurply, urvon request, copies of the data listed above to the Comnission
ard any cbj~ctor of record no later than seven (7) days pricr to the hearing date?
Yes: llo:

I!‘_ purchase of stock hiss been or will be pledged, give the following information:

Name Address ' Nurber of Shares



2k,

TPORTANT:  Information rejulred on this pase rartains to the proposed managing

officer and must bte ceomnleted in all detail and filed torether with fxhibit A and
Fxhibit L, no dater than 15 days prior to the hearing date,

For the colo information of tho Cormorce Commission, we hereby fuimish tho following
information with reference to the proposed managing officer of the bunk naned in the
spplication:

Yama: Address:

kge: t iarried: Dependents:

there now coployed: Present Salary$

Describe in detail the duties, resronsibilities and proposed starting sslary of the
proposed raneging officer, . .

Havs coples of Shibilh A been executed by the proposed mansging officor snd filed
wich the applicaticn? Yes: No:

Have copics of Eiiibit B been exscubed by the propesed menaging officer and filed
with the applicaticn? Yes: Ko:

To he cigred, if informmation called for on this pase is n~t filed with original

The incorporaters hereby certily end agree that the information called for on this
page together with Zanibits A and B will be filed within 15 days prior to the hearing
date, and that fzilure to file said information within the time reguired will, unless
expressly waived by the Commerce Cosmission, result in the summary denial of the
applicaticn,

(INCORPGRATOSS = APFLICAITTS)

Dated:

.
- ————



Wy, the wdersisned incorvarstors-ams~licanla wrlerstond that Lafore the Commercn Commisaion
may frant a chavier the statutory requircrients as aseh farth dn linnescta Statubes Seetion
45.07 must be established,

1. That the aprlicants are of good moral character and {inanelal inteprity,
2. That there 13 a reasonable public demand for cuch bank in such locatlon,

3, That the organization cymenses pnid by the subsceribine sharcholders do not exceed
the necescary lezal ex-onses incurred in draving incorvoration papers end publica~
tion end recording theresi, as required by law,

4, That the probable volums of tuciness in such location ia sufficient to Insure and
maintain the solvency of the new tank, and the szlvency of tho then exdsting tank or
banl;s in such locality, withoul endangering the cafet;r of any bank in said locality
as & place of deposit of putiic end private meney,

5. That the proposed benk wiil be proverly and safely manzied,

The undersizned incorporators, thercfore, respactfully reguest that the Commission issue
its orler circeating the Comaissioner of Fanks to issuc a certificate of authorization
as provided by law, :

STATE CF YITCIO0A )

) ss.
- COTHTY OF )

Veing first duly sworn, each for himself deposes and says that he is one of the in-
corporators cf tho sbcve named hank; thet he has read the foregoing application and
knows the contents thercef: that the facts stated therein are true and except as to

the matters stated on informztien and belief deponents know them to be true,

Incorporators - Applicents

Subscribed and sworn to before me this

day of,

HIOTARIAL SEAL)

Nctary Public, COMTY, ML

Yy comuission expires N

—— ey

[ SRR O




\Sazple Exhibit ;;
(Affidavit muct follow this form)
{Subniit in riplicate)

AFPPIDAVIT

Regarding Ownership end Participation in Pusiness Activities

of the Proposed Bank

A1l of the following quastiors are to te answered under penalty of perjury by
each of the prop~sel npplicintce-incorporators, directors, officers, and questions
4 tarough 7, inclusive, are to be answered by each of the prorosed purchasers of ten
percent or wore of tie hank stock who are not proposed oificers or directors.

STATE OF NIWESOTA ) Affidavit on Cvnorchip and Farticipation in
Business Activities of the froposed Benk
COniTY OF )

{(hame of Proposed Lank)

P E S e B W e e tm e G PR eh T N G G @ et T TE en W e S % ™ om e owm o= - e wm g o e e mm

If the Application for Certificate of Authority to transact business as a State
Bank at the propoyscd location is approved:

1. Will you perscnally perform tne duties of an officer or director so that the
bank will be operated only for the purposes set {orth in Chapter 46 of the
Minnesota Statutes?

2, How long have you known each of the other propossd directors? -- officers?

] Period of
liane Time Known

3. In your participation as a prcposed officer, dircctor, or incorporator will
you be acting solely on your own behalf and not as an agent, representative
or trustee for some other principal or bencficiary?
If your answer is "Xo", explain fully.

4, Will the chares proposed to be purchased by you be paid for with your own
funds and n>t with tne funds of any other persons, firm or corporation or
funds derivcd from a pledge of the shares? If your answer is
YNO", explain fully.

wla




dample: LExhibi’ & | "y

5. Under your present finsncial circunstarces have you entered into any con-

viaLwv WLGU LT

tract or undnb«#qndins or do vo

u intend within five (5) vears to soll,

8ssign, hypothecate cr encumber any of said chares to be purchased by you?

If your answer is “Yes", explain fully,

6, Did vou review the financial staterment which you signed end filed with the
acrlication, and is it true and correct as of the date appearing on the

piatement? Yes: s lo:

7. Do veu conterplate using the business or facilities of the bank for your own
personal gain, directly or indirectly, in connection with any other tusiness
{if vour enswer is “Yes", explain fully,)

in weich you may engege?

I herehy acknowledge and agree thst any misrepresentation or omission of & material
fact with recpect to the foregoing representations or with respect to any other
documents or papers which contain my signature and have been submitted in connection

with the azplication of

(lame of prorosed bank)

for a Certificate of Authority to operate as a state benk shall, unless expressly
vaived by the Commerce Cermission, censtitute frand in the inducement and grounds for
denial of a state bank charter in this or any other matter: grounds to require my
resignation as a director or officer of said state bank, and may subject me to other

legal sanctions,

DATED:

Subscribed amd sworn to tefore me

this day cf

Notary Public, County,
liinnesota

Yy Camission expires:

2

(Signature)

Proposed:

(Aprlicant~Incorporator,
Director, Cfficer)

i



e (Semplo: Ixhibit B)

THIS IS A 8105

PR omid

BICGRAPITCAL STATEITNTS FUST FGLLOM THIS Fomd

JNSTRUCT IS s
1. Submit in guadruplicate; pign all copies
2, Answor all quostinns, If woro sraco is needod to answer ony questlona,

attach additicnal sheet ard *do‘xtii‘y the question by nuaber,

OB ) Gs M D EE R R UL W M W Y Be M) Y s TV G @ R R AP TH G A s S WME W e SH GU PN SE G5 D 00 WM B SR GNY W 0

BICGRAZHICAL STATENENT OF APPLICANT -
INCORPORATOR, DIRZCTOR, OFFICER, STCCKHOLDER OR ENPLOYEE OF

{llame srd Location of Propcsed State Bank)

1, Full MNawe:

2, Other names you have used or are now using: (If none, so state),

3. Genorel Information:
a, Dato of Birth:
b. Flace of Birth:

¢, Current larital Ststus: N

L, Dusiness Address:

Pnone:
5. Residonce lddress:
Fhone:
6. List previous residences during the past ten years,
7. Education:
a. High school:
Name * Mddress (Years attended)

b, Colleges or other schools: (Describe in detail glvmg nareo, address, years
attended, field of study, and degree received)

=)




K (F>hibit B = continued)

8, litary Service:
a, Sct forth in roverso shrennlogicsl order, all yaur procent and pact United
Statos nilitare sewvico, whether active or rosorve service., (Ircludo branch
. of sorvico, years scrved, grade or renk. )

b, Set forth 4n reverse chronological order, complete information regarding all
discharges from Unitced States military service, other than honorsble discharges,

9, Present occunstion cr business activities: (Descrite in detail, giving name, sddress,
and type of business.) .

10. Past occupstions and business activities: (Describe in detail)

a, lave you ever been discharged from cmployment for reasons other than lack of work?
Yes, Yo . If enswer is "Yes" explain fully,

b, Have you ever been required by a former employer to tender your resignation?
Yes No, o If answer is "Yes", explain fully.




(Fxhibit T - continued)

13, Ldct 21l Interests and the extent thercof pear held by you or held by you within
tho pant five (5) years in the following:

a, Financlal Institutions:

(1) Any state-chertercd bank:

(2) Any other financial institutions:

b, Dusiness allied to rezl estete seles and develooment:

¢, Building ceastrictlon businesa:

d. Insurance:

o, Buginess alied to installment lending activitics:

12, Hava you ever beon af{fillated with any proposed domestic, foreign, state or federal
tonk or ssvings aid loan eczociation which did not become cperastive? Yes: Ho: .
If gnower iz “Yeg", cxplain cxtent of intercst snd nature of affiliation:




13,

5.

7.

. (Exhivit B - continued)

Have you ever been arrestod?

Ii angwer is "YES", give full history of charge, the year thercof, placo and final
disposition: .

(a) Hovo you ever filed a voluntary petition in bantrurtcy?

Have you cver hed en involuntery petition in bankruptcey f1led a{;ainat you?

Hove you evar been involved in a forced liquidation?

Have you ever toen involved in an cquitadle receivership?

Have you ever been involved in any proceeding similar to those above?

(b) If the angwer to emy of the foregoing is "Yes", give full details thereof,
incdluwding date, place, name of bucincss, final disnosition:

Doscribe any perding civil litigation of any nature in which you ere involved as
Pleintiff or ¢ofendant:  (State naturo of case and court in which pending,)

Are you now scrving or heve you ever served in the following capacities? If yes,
give f11l dsteils, iacluding :ircumstances and dates services commenced and terminsted,
(If voluntary resistation sc state):

(a) Trustes:

(b) Guardisn:

(2) Bxecutor:

{d) Adzinistrator:

{e) Similar Fiduciary Carecity:

Provide two (2) credit references#:

Hane Address
a. Bank:
b.

e

——

o e ey

S,



(xhibit B = continued)

18, Give narmoo and addrosses of thres (3) individual charactor reforences:

a,
b.
[

19, /ny other matters you feel bear upon your character, expericnce and genersl fitness

at 3

to engege in the banking buziness (civie, professional, church or social affilistions):

#If posaible your banking connection, and the report of a credit reporting agsncy

such as [un & Bredstreet.

I bereby asimouledye and acrae that any misrepresentation or omissicn of ¢ materdal fect
with resprect to the foregsins represantaticna or with respect to any other documents or
papers which cont.ain my sigiature snd have teen submitted in comnection with tho appli-

cation of

(liame of proposed bank)

for & Cortificats cf Avthority to operate as a state bank shall, unless exprossly walved
by the Cozmerce Comnission, conctituto freud in the inducement srd grownds for denial of
a state benk charter in this or any athar matter; grounds to require ny resignation as a
director cr ofiicer of seid state bank, and may subject me to other legal sanctions,

DATED:

Subscribed and sworn to befare ‘no
this day of

Notary Public, Conty,
Minnesota

Yy Coznission Expires:

- (Sigisture)

Proposed:

(Applicont~Incorporator,
Director, Officer)
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GEHCRAL INFORMATION ANO INSTRUCTIONS

The original and iwo copies of this applicaticn must be sub-
mitted Lo the Missouri Commissioner of Finance. Should the
decision of the Commissioner be appealed to the Missouri
State Banking Board, applicant will be required to furnish
duplicates of this application for each member of the Board.

A1l pages of this application must be submitted on legal size
paper.” Pages shall be numbered consecutive with numbers
appearing at the bottom of each page.

A three inch margin must be left at the top of each page of
the application.

A1l exhibits larger than legal size paper should be bound
separately. ‘hen submitted for filing this application must be
appropriately indexed showing the subject and page numbers of
each section,

Certain information specified in particular exhibits and material
that identifies confidential relationships with parties un-

related to this application deemed to be of a confidential
nature, should be separately bound and labeled "Confidential"
with only a general reference made thereto under the appropriate
question. The Commissioner will determine whether information
submitted as confidential will be so regarded, and will advise’
applicant of any decision to make available to the public, in-
formation labeled "Confidential” (This office generally considers
financial statements, correspondence with federal agencies, and
inter-office memos as confidential.)

The formal schedules and questions in this application are not
intended to limit applicant's presentation on any of the
statutory factors. Supplemental statements with respect to any
or all of these factors, setting forth the basis for applicant's
Judgement, may accompany this application. This office reserves
the right to require the submission of additional information.

Conclusions or opinions unsubstantiated by facts will be given
consideration as such.

Applications will not be accepted as "Completed Files" until all
information requested by this office is submitted.

This application will be acted upon in the order that it was
accepted as a "Completed File." The only exception to this

policy is when this or another applicaticn, in the opinion of

the Commissioner, effects the same geographical area. In that
event, all applications affecting similar areas will be considered
concurrently. .

The completed application and all supplemental information must
be MAILED to this office.



SUMMARY OF THFORMATION TO BE SUBMITTED
TO THE COMMISSIGHER OF FIRAKRCE WHEN
FILING APPLICATION FOR A BANK CHARTER

Articles of Agreement and Subscription Agrecment

A. The Articles of Agreement are to be attached, (See Form # 1)

Submit three originals to this office. We will review

the document as to form and return a copy to you for re-
cording in the Recorder of Deeds Office. The copy evidencing
the recordation must then be returned to this office.

B. Submit a copy of the Subscription Agreement detailing name
and address of each subscriber, the number of shares each share-
holder has subscribed for, the purchase price of each share,
and any restricting clauses.

C. Form # 2 should be completed, signed and notarized by each in-
corporator and by all other subscribers who will own more than
103 of the outstanding shares. The completed forms should be
submitted as part of the application and will become part of the
public file,

- D, Form # 3 is self-explanatory. The form should be completed under the
same terms as {C) above.



FORFl FOR INCORPORATING A STATE BANK OR TRUST COMPANY
{(Form £1)
ARTICLES OF AGREEMENT

Know all men by these presents:
That we, the undersipned, desirous of forming a corporation under the
laws of the Statc of Missouri, and more particularly under the provisions of Chapter

362, RSHo. thereto, for the purpose of establishing a (bank), have entercd into the
follewing agreement:

First-That the name of this corporation shall be

Second-That the bank shall be located at (Street)

in (Town or City)

County of ,Missouri.

Third-That the arount of the capital stock of the corporation shall be
divided into shares of the par value of .

dollars cach; that the same has been bona fide subscribed and is actually pald up in
lawful money of the United States and is in the custody of the persons hereinafter named

as the first board of directors; that the surplus will be and the Undivided
Profits will be

: Fourth-That the names and places of residence of the several shareholders
and the number of shares subscribed by each are as follows:

NAME . RESIDENCE NUMBER OF SHARES

Fifth-That the board of directors shall consist of shareholders,
and the following are the names of those agreed upon as the first directors:

s ]

Sixth-The duration of the corporation shall be

Seventh-The purpose for which this corporation is formed is to have
exercise all rights and powers of a bank, cxcept fiduciary powers requiring a scparate
Certificate of Authority from the Commlss1oner of Finance pursuant to Section 362.11S,
under Chapter 362. RSMo.




IN TESTIMONY WHEREOY, we have hereunto, this

day of ,19 , set our hands.
State of Missouri )
) Ss
County of . )
On this day of , 19 ,before me

personally appeared (Names of all stockholders) to me known to be the persons described
in and who exccuted the foregoing instrument, and acknowledged that they executed the
same as their free act and deed.

In testimony whereof, I have hereunto set my hand and affixed my
notary seal the day and year above mentioned. My commission expires

, 19

SEAL . Notary Public

INSTRUCTIONS: When the articles are signed and acknowledged by ALL the stockholders,
three executed copies thercof shall be sent to the Comnissioner of Finance for his
approval as to their form.



FORI ¥ 2

I, ) ,being a director and/or

officer and/or shareholder of the proposed

of , Missouri, do hereby certify that the

shares of stock in said prooosed bank which I have subscribed are for my
own investment and that I do not serve as a straw party in this regard for
any other individual, group of individuals, corporation, partnership or entity

of any description.

1 further certify that I have no plans or intentions to sell or otherwise
dispose of said shares of stock and that I have not in the past nor am I
presently negotiating for the sale or transfer of said shares of stock to
any individual, group of individuals, corporation, partnership or entity of

any description.

The above statement is true and correct to the best of my knowledge and

belief,
(Name)
(Address)
(City)
Subscrfbed and sworn to me this day of , 1975,

Notary Public
My Term Expires



FORM ¥ 3

Date

Division of Finance RE:
Jefferson City,

Missouri 65101

Gentlemen:

12 connection with captioned application, the following information is submitted
and certified to be true and correct:

NAME

1. Total Number of Shares Subscribed
Total Par Value of Subscription

Total Cost of Subscription

Amount to be Borrowed or the lotal Cost

Lending Institution

Interest Rate

Collateral to be Pledged to Secure # 4

(o] ~1 (=) o o w ny
. . .

of the above (7) the number of shares
of proposed bank to be pledged as
collateral

9, Repayment terms

Subscribed and sworn to be this day of

1975,

Notary Public

My term expires



Manapgement

A,

B,

Submit a detailed and complete resume for cach director, managing
officer and any sharcholder owning more than 10% of the total shares
authorizcd. Include a complete and detailed financial statcement

for cach individual. Provide full details on cach dircctor's borrow- -
ings in connection with the stock subscribed for, (Forms are enclosed
to be completed and submitted). Submit financial statements. under
separatc cover at the same time application is filed.

In those cases where the statements submitted reflect that 10% or more of
the maker's total asscts are in the form of shares of stock, notes or
debentures of a company, corporation or other entity, the value of which
is not readily determinable through stock market quotes, submit a current
audited tinancial statcnment and carnings report of that organization.

What plans have becen made to obtain fidelity insurance covering all ia-
dividuals authorized to collect, receive or deposit funds from stock
subscriptions?

Describe in detail, the management policies the proposed bank will

follow, (i.e. Committees, their members and policies; authority will mana -
ing officer will have with regard to loans, securities, etc.; Dividend
policies; director's fees; bonus paid to employees and directors;

character of the bank business that applicant will strive for, (i.e.
comnercial or consumers etc.)

Provide complete details of contemplated changes in directors and manage-
ment during the first three years of operation.



FIXED ASSET INVESTMENT

J.

K.

Submit a lcgal description of the land to be utilized.

Detail the size of the lot to be utilized. (optional-supplement
with plats, maps, and photographs.)

State the cost of the land, from whom it was purchased, and the
terms of the purchase. If the ground is to be leascd, submit a
lease to be signed and a signed option to lease. (Be sure the
lease includes the lease termination clause as required by this
office.) If the land was purchased or leased from an incorpor-
ator, submir full details on the circumstances of his acquisition &
his cost, ’

If the bank plans to occupy temporary quarters, supply the
following:

1. The cost of occupying temporary quarters including a lease
and a signed option to lease.

2. Address of the temporary quarters and the distance from the
proposed permanent quarters.

3. The length of time before temporary quarters could be
occupied after the charter is granted and the length of time
these quarters will be used. :

4, Detail the costs of leasehold improvements to be capital-~
ized and include plans for depreciation.

5. Insurance coverage to be carried including premium cost.

6. List of the equipment, cost and depreciation schedule to be
utilized in these quarters.

7. Submit a detailed explanation of the facilities and services
to be offered from these quarters,

Furnish maps and/or drawings showing the location of the building on
the land to be utilized by the proposed bank.

Submit drawings, indicating size of the building, its appearance and
parking area. Include a description of the facilities available in
the building (i.e. drive-up windows, teller windows, vaults, etc,)

Provide contractor bids or estimates for the construction, paving,
and landscaping of the premises.

If there are plans to lease,permanent banking quarters, submit the tollowing:

1. Copy of the lcase to be signed, which includes the termination
clause as required by this office,

2, A signed option to lease.

3. Dctailed plans for any leasehold improvements to be capitalized
each of the first three years. (Include a depreciation schedule.)

4. State expiration date of the lease or option to lease.

§. Insurance coverage to be carried including premium cost.

6. List of the equipment, cost and depreciation schedule to be
utilized by the proposed bank,

7. Submit a detailed explanation of the facilities and services
to be offered from thesc quarters.

Submit a depreciation schedule to be used for the bank premises,

Submit a detailed list of turniture, fixtures and equipment to be
used. Indicate the cost of cach and plans for depreciation. (verify
that the estimated cost of each is rcasonable by bids or estimates
from the apprepriate equipment supplies,)

If clectronic data processing (EDP) is to be used by the applicant,
submit a list of bank cquipment and a1ts cost, that will be needed for
this operation. In addition, provide a bid trom an EDP trirm, in-
dicating the cost of this service the first three ycars of operation.
Indicate the bookkeeping functions to bo performed by the servico center.



FIXED ASSET INVESTMENT - Cont'd

L. Submit an attorney's letter giving his opinion on the proposed site's
zoning. Will any special permits be needed for the bank to operate
at this location.
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- PROBABLE EARNTRUS AND VOLUME OF BUSINESS

A.

(1) Average Interest Rate On LO@NS...ceceeeeeesscvns
{2) Average Interest Rate on Securities.......... .

(3) Average Interest Rate on Time (C/D & Savings)...

Submit a pro-forma balance sheet as it will appear the day the bank opens,

Project the volume of deposits to be generated at the end of cach of the first three
years of operations, In making these projections, supply a step by step cxplanation
of how these were determined. A footnote should show the volume of deposits each
dircctor has cormitted for deposit in the bank. In addition deposits should indicate
a breakdown of public tunds included in the total.

Complete the following form which will indicate the incorporator's estimatc of the
probable carnings of the proposed bank., Using the numbers on the left side of this
schedule, footnote the schedule as to what factual determination was used in arriving
at cach figure, For the purpose of this schedule, all figures, beginning with
Item 5 should reflect yearly averages and not year end figures.

(4) Projected Deposits (Year End)...

First Year

Second Year Third Year

Average Available Funds

(5) Demand...cceeveencocscvrccnasnes

(6) Time.uvesieseseoroossnnoansonnes

Total Deposits....eeeenes

(7) Cdpital....iiivenrrsnnencacnnnns

Subtotal..cseesvcecansnes

(8) Less Fixed AssetS..vieriasasessss

Subtotal..ieeeernercnanns

(9) Reserve RequirementS.....eeessee

Subtotal (Funds Avail-
for investment)..eveeaese

(10) Loans.....vvvvveevnernvensnsnses

(11) SecuritieS...vveseecevcvensassan

Income

(12) Interest on Loans & Discounts..

(13) Interest on Securities.........

(14) Service Charge, Commissions,
Fees § Other InCOmMC.evevevansns

Total Income....ccvvuen

Ezncnscs

(1S) Interest on SavingS...eeeeevves

(16) Intcrest on Certificates of
DCPOSItS.saveonncessonnresannss

Total Interestecesvesees




Titlo Salary First Year Second Year Third Yeur

(17) Salarics
{officers)

Total Officer's Salaries ...uvevecesses

(18) Salaries
{cmployees)

Total Employee's SalarieS......ccceeeess

(19)  BOMUS...eeenerrnnseonenesannnsnes

(20. Director's Fees.......;...........

(21) Stationary & SupplieS....ceceeveas

(22) Payroll Tax (5.85%.¢cievceeccrenes

(23) Utilities (light-heat-water)......

(24) Insurance (BBB-Bldg-Equip-Auto, etc.)

(25) FDIC Insurance ( 1/24 of 1% of average
total deposits)...eveesicenracaas

(26) *State AsSSEeSSMENT..ceessnccsncosss

(27) Advertising (Including bank cign).

(28) Travel § Entertainment...cceeessss

(29) Telephon€.....eiveeevenccsssnseans

(30) Building Depreciation.............

(31) F § F Depreciation (Include Auto).

(32) Personal Property TaX...eeeeesease

(33} Rcal Estate TaX.eeeeeeosasecsessas

{34) DividendS...csesovessssaceasessess

{35) Postage.....cccecasesscissnrannnns

(36) Legal FeeS..viseaveosccescsocsones

(37) Audit FeeS.eevneacecosrasnonansans

(38) Collection FeeSivvssesrvrrarannans

(39) Leascd EQuipment..ivsesssccsssssas

(40) Service ContractS..vvesescssnsneas




© e m—

(41) EDP SeTVicCiuvsueievesssasannnasne

(42) Rent on Promises..ivveciencsnsonas

(43) Other Expenses (3).evevecenscesses ’ -

(B)eviieiavernacens

()

{C) P TP NN

) T

Total Other Expenses..... ceeenan

Summary of Earnings

Total InCOMCuuetiiennaacsccenannnsnnnns .

Total Expense....ovvevrecsacencasnnaasen :

Net Income(Before Taxes)...ceeeeveeeenss

(44) Income TaXeS.veeesveeesnassnrcannss

Net Income (After TaxXeS...eeieoeesecoosss

Retained Earning.....ccevvevecvscsacanes

Examination Fee:

*TOTAL ASSETS BASIC FEE RATE PER IM
OVER 100M
Up to 750,000 123,00+ +30497
750,000 to 5,000,000 160.00+ | .24804
5,000,000 to 10,000,000 761.00+ 12539
10,000,000 or more 1,091.00+ .09206

D. Submit documentation showing the amount, cost and extent of blanket bond insurance cover-
age, the bank will have each of the first three years. Verify 1,000,000.00 Special Dis-
honesty Coverage will be acquired immediately after the charter is granted.



Neceds & Convenicnce

A.

Deseribie the proposed site Jocation in relation to other banks and
financial institutions, busincss cstablishments, traffic patterns,
residential arcas and growth arcas.

State any changes such as rclocations of main banking house or

facility, additions of facility, or proposed charters which you be-

licve are contcmplated by other banking institutions which would cffect your
service arca.

State, in order,the banks (and the reasons) which it is expected will
be the most competition with the proposed bank.

Provide the following information with respect to cach competitive bank
and facility in or near the PSA:

1. Location (Names & Address)
2. Date established
3. Volume of deposits.
4. Volume of loans.
S. Distance by road miles and direction from proposed bank.
6. Interest rates paid on time money.
7. Interest rate normally received on short-term business and
installment loans.
8. Rate of return on capital (basic capital, surplus, undivided profits
and valuation reserves) for the last three years (Available from FDIC).
9. Hours of business.
10. loan to Deposit Ratio for last three years.

. Define the primary service area (that area from which you will receive 75%

of individuals, partnerships and corporation deposits.) Include maps and
an explanation of what factors you used and considered in determining the
boundaries of the PSA.

Submit a general history of the PSA with emphasis on growth and developuent.
Include a history of financial institutions in the area, and past banking
history.

Yhat material developments effecting the PSA are likely to take place in the
next five years? Explain the effect these developments will have and the
probability they will occur.

Provide a complete and demographic analysis of the primary service area,

1. Include estimates of current population in the PSA with an explanation
of how these figures were determined. Census figures for the PSA for
1950-1960-1970 and an estimate of present should be included.

Provide additional breakdowns on the daytime working population and
the residential population of the PSA. Describe traffic patterns.
street and road facilities and their adequacy. Describe geographical
barriers, if any, and their effect on the PSA.

2. The analysis should show the number of households, average value of
homes, average size of families and average family income, average age
of population, extent of housing development and number of unsold
homes and prospect for continucd development.

3. The analysis should include a presentation on employment in the PSA
showing where people work and a short history of employment and un-
employment growth, '

4, A presentation of commercial and industrial activity in and around
the PSA, Stating Number of employees, payroll and plans for con-
tinuing in the arca should bc submitted.

inciude a iisting of schools and other public buildings in the PSA.

!



Effect On Existing Canks

A

F.

Submit 3 Tist of banks and their fecilities within a 25 mile radius
of the propesed site. The listing should include the size of the bank
and the distance from Lhe proposcd site.in road miles.

Khat effect wil) the proposed bank have on cach of the existing banks?
[xplain what faclors were considered in reaching your conclusions.

Estirate the loss in deposits each exisiing bank will experience.
Project the effect the proposcd bank will have on existing bank's earnings.

In what way will the proposcd bank effect the existing banks' ability to
offer cerplete banking services.

Comment upon ihe reputation existing banks have in the community.
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APPLICATION FOR CERTIFICATE OF
AUTHORIZATION TO ORGANIZE A NEW MONTANA BANK

! 19

Montana State Banking Board
Department of Business Regulation
805 North Main

Helena, Montana 59601

Gentlemen:

Pursuant to Chapters 2 & 6 of Title 5, R.C.M. 1947, we, the undersigned proposed in
corporators, request a certificate of authorization to proceed with the incorporation

and organization of a new Montana bank. Sald bank proposes to conduct business at

, Montana, and will be known as

(Name of Bank)

We submit the following for your information in support of this application.

I. STOCKHOLDERS.

Attached as exhibit number 1 are the names, addresses, principal businesses and net
worths of the stockholders of the proposed new bank.

II. OFFICERS.

Attached as exhibit number 2 are the names, positions, experience and references of
the proposed officers of the new bank,

III. PUBLIC NECESSITY AND DEMAND.
Attached as exhibit number 3 is evidence demonstrating a persuasive showing of rea-

sonable public necessity and demand for the proposed new bank., (Refer to Rule
8-3.22(6)-51000.)

IV. PROPOSED CAPITAL STRUCTURE.

Capital

Surplus

Undivided Profits

Pdr value per share of capital stock

Organizational cost assessment per share




VII. ADDITIONAL EXHIBITS. (continued)

Exhibit 7  Articles of Agreement,
Exhibit 8 Legal description and street address of proposed site for bank building.
Exhibit 9 If building or land is to be leased, a copy of proposed lease agreement.

Exhibit 10 List of equipment, furniture, etc. to be leased, with annual cost of eac
lease agreement,

Exhibit 11 Detail of employees to be on payroll at opening of bank, with salary est-

imate for each position,

VIII. A NON-REFUNDABLE APPLICATION FEE OF $1,000 MUST ACCOMPANY THIS APPLICATION. (Make
remittance payable to the State of Montana.

In witness whereof, we have hereunto set our hands this day of

19 .

State of Montana )
) ss.
County of )

Before the undersigned, a notary public for Montana, personally appeared

the proposed incorporators of the above named bank, to me known, who severally acknowledg
that they executed the foregoing application for the purpose therein mentioned.

Witness my hand and official seal this day of y 19

—

Notary Public in and for the State of Montana
regiding at ; Montana.
My commission expires .
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Form 28-8

CERTIFICATE OF RESOLUTION

1, President of the

{hare or tanking
. J ] U
Lorperation) ‘{Acoress or nesicent Agent) {Lity or iown)
Nebraska, hereby certifv that the following is a true and correct copy of a resolution
duly adopted by the Board of Directors of the said corporation at a meeting of said Board
recularly called and held on ; and entered in the minutes of
that meeting;

Yhereas, the Prosident of the ’
) (liame of banking Corporation)
, llebraska, a corporation duly

1,

(Address) (City or Toun)
orcanized under the laws of the State of Nebraska, is hercby authorized to make application
to the Cepartment of Banking on behalf of said corporation for a charter to transact the
business of a corwercial bank;

Now, Therefore it is Resolved, that the Board of Directors of this Corporation
hereby approves the action of the President in premaring and presenting to the Cepartment
of Banking said Application, and hereby ratifies and confirms the same, with the same force
and effect as if said Application had been made in behalf of the Banking Corporation by
this Board;

Resolved, that a true copy of said Anolication shall be and the same is hereby
made a part of the minutes of this meeting; that all of the written statements and repre-
sentations therein made by the President and all of the written information therein con-
tained, submitted by him upon the several factors enumerated in Section 8-120 R,R.S. ilebr,
1943, as amended, toaether with additional information therein, for the purpose of inducing
said Department to arant a charter to transact a business of a commercial bank, be and the
same are hereby adopted, ratified, and confirmed as statements, representations, and infore
mation submitted by. this Board, except as hereinafter noted, with like effect as though
made and submitted by it:

Resolved, that the President is hereby authorized and directed to prepare and
transmit to the Department of Banking, the following documents:

(1) One copy of this Resolution;

(2) A Certified copy of the Articles of Incorporation,

Date:
(Hame of Applicant bank)
_ (Location)
(Seal) ’ By
(President)
Attest:

(Secretary)



Form 28-A

APPLICATION FOR A BARK CHARTER
{Preliminary Statement)

To: STATE OF NEBRASKA
DEPARTMENT OF BANKING & FIHANCE

I, President of the

y @ corporation duly organized under the
lews of the State of Nebraska, do hereby make application to transact the business of a
cormercial bank in accordance with the provisions of law pertaining thereto.

In support of this application, I hereby make the following statements and
representations and submit the following information upon the several factors enumerated
in Section 8-120 R.R.S. lebraska, 1943.

1. The name of the proposed bank is

2. A certified copy of the Articles of Incorporation of the proposed bank as filed in
the office of the Secretary of State is attached hereto.

3. The names of the stockholders are:

Stockholders:* No. Shares Residence Occupation

*If space is not sufficient, attach schedule.

4. The county, city, or village and the exact location in which the proposed bank is to
be located: ) E

Street Address . City or Village
State of Nebraska

County

Legal Description:*

*]f additional space is reguired, attach this information on a separate sheet.

5. The general character or type of business which will be exercised by the bank will
be: (Check all appropriate items.) { )Commercial Banking; ( )Executor or
Administrator of Estates: (  )Full Trust Powers; ( )Personal Loan Business;

{ )Others. Specify:

-1-



G, The proposed ancunts of paid-up capital stock, surplus and undivided profits shall be:
Paid-up Capita] StockQOO".C.ll..lll'o.l.llbllt.‘.b.l‘..‘lll..s.o..'ll.llll.l.&ll.llb

SUYPIUS AO'tl..'.l'."...'il‘ll'll‘lll!ilOlllllIl...ll.lllCSI.l.li.b'l..ll.llillll

Undivided ProfitSltloll.lllb'll..ll.lllll!lll'l"‘bllllt‘!lSu!b'l‘ll.onollooclllll

Tota} Canita] ﬁCCOUHt..a.....n.o....uc;a...-.-.a.S..-.-c'..-..c..........

The followina amounts of actual cash and pronertv, as renorted and apnroved at the
meeting of the stockholders, are included in the above capital account.

Cashncc.oaolllollcooaloc-n-a0-.n-0.--llttcvotu-voooolccnl.lS-l|00||u.¢o--al.oolc-u

PrOPerty.o...-su-.....n........;.o..u....o»o-.ou-a-.--c-nnns..-..o‘.a....os-...-oc

Tota] Cauita] ACCOunt.u‘l-accnvl-ll.nA‘lulllnl}t‘Snll{talnno-'olov.'co-.

7. The undersiqned hereby certifies that at least twentv percent (20%) of the amounts
comprising the total capital account (as set forth in item 6 above) have been paid
in to the corporation by its stockholders.

In addition to the required statutory information above we offer the following
information pursuant to Regulation 8-120,01 as investigative information to the Director:

1 [NIAGEHENT

.The proposed directors and officers are listed below, Following the name of each of
the proposed officers is a brief resume or outline of his past business and banking
experience and other qualificaticns as well as a brief statement of his proposed duties
in connection with the operation of the Bank,

Title ‘ Par value of stock
and Annual to be subscribed
lame, address, and occupation Age Duties salary - Preferred  Common

No changes are centemplated in the proposed directorate or acti:2 mananement of the
Bank, within the first year of operation, with the following possible exceptions:

Hone of the proposed directors, officers or employees of the proposed Bank has been
convicted of any criminal offense involving dishonesty or a breach of trust,

Please submit with this application sinned current financial statements of all officers,
directors and principal stockholdars, In addition please include a staterent from each
stockholder whether or not it will b2 necessary for him to borrow funds for the purchase
of his stock. If it is the intention of the stockholder to borrow funds for said purpose,
please indicate the amount to be borrowed, the lender, and the term of repayrent. This
information is considered confidential by the Cepartment and is offered for its use only,

It is acceoted on that basis and is not considered part of this application for public
distribution, (This includes the financial statement and statement of borrowings.)

11 FUTURE EARHINGS PROSPECTS
It is the oninion of the undersioned that the earninas of the proposed Bank will be
sufficient within a reasonable period after cormencerient of business to cover all operating
exnanses, 10sses, and charqe-offs and to provide a reasonable return to shareholders,

The following is a staterent of anticipated operating carninas and expenses of the
proncsed Bank: :

2




First Year Second Year Third Year

Estimated Coneratinag Incore

{a) Interest on securities,
average i

{b) Interest on loans, average y4
» ]

{e) Income from comissions, fees, and
collection, exchanne, and seryice
chargas, % of estimated
averane toral assets

{d) Other current operatina income

Gross Operating Income

Estimited Oneratina Exnenses

{e) Salaries, wages, and fees

(f) Interest on time and savings
deposits, )

{q) Interest and discount on borrowings

(h) Taxes (other than on income)

(i) Recurring depreciation on banking
house, furniture and fixtures

(3) Other operating expenses

T

Total Operating Expenses

et Operating Income

Annual charges for recular depreciation to be taken on bank premises will approximate
% of original cost, Annual charges for depreciation on furniture and fixtures will

averzqe approximately % of original costs to Bank, Annual charges for reqular de=~
preciation on bank pramises of $ and furniture and fixtures of §

are included in the abopve statement under item (i).

Detailed Estimates of Other
Operating Expenses as noted
above under Item (j)

Attorney fee in organization

Charter fee and filing

v ct————
D ]

Investigation fee

Other organization expenses

Rent of banking quarters

Premiums on blanket bond

l

Premiums on other insurance

Stationery and supplies

Postage

Advertising

Lights and vater

Telephone and telegraph )

=3




FUTURE FARITIGS PROSPECTS (continued)

first Year Second Year Third Year

Nermberships, dues and dunations

FDIC assessments

Examination fees

Repairs, maintenance, and machine
and time lock contracts

Hicrofilm machine rent and film

Hiscellaneous

Totals

Other estimated averages during each year:

Total Deposits

Total assets

(Estimated average total :
deposits plus proposed
capital structureg

Total securities
) % of estimated average

total assets)

Total loans
( % of estimated average
total assets)

Time and savings deposits
% of estimated average

(
total deposits)

111 FIIANCIAL HISTORY AND COMDITION OF THE BANK
Pro Forma Statement

Assets Liabilities

Cash and due from banks Common Capital :
Banking house Surplus
Leasehold improvements Undivided profits

Furniture and fixturas

Expenses

Prepaid expenses

Federal Reserve Bank stock

‘“ !

Total ¢

Banking House

Location:

Pescriptions




Banking llousa {continuad)

Cost of land $ Date purchased

Cost of building § Purchased from

Purchase option

Assessed value § Insurance to be carried §

Date of construction Estimated useful life of building

Completeness of title papers

Tax status Outstanding liens

Repairs to be made:

If quarters are to be leased:

Hame of owner Date of lease N

Term of lease Annual rental $

Renewal option

Purchase option

Option to lease

Repairs to be made by bank and carried as leasehold improvements:

Estimate of Furniture and Fixtures Account

Vault door
Vault ventilator
Safe

Gri1l work, tellers' chests, etc., for vault
Safe deposit boxes :
Humber g3 ner box
Drive-in tellers' windows (llumber )
llight depository
Counter and cage fixtures
Posting maciiines

[T
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Estirate of Furniture and Fixtures Account {continued)

Tellers' machines
Proof machines
Adding machines
Typeuriters

Microfilm machines

Oificers’ desks
Other desks
Directors' table
Chairs

Lobby equipment

Carpating and draperies

Check writer

Cancelling maching

Filing cabinets, ledger stands, etc,

Heating system

Air conditioning system

Miscellaneous

Total

Insurance to be carried on furniture and fixtures $

Jtii

Depreciation and amortization of fixed assets:

Bank building

%-3

per annum,

Leasehold improvements ?-4

per annum,

Furniture and fixtures BEE

Orqanization and Other Preliminarv Exnenses

Attorney fees

(obtain definite aareement on this item)

Investigation fee
Advertising

Charter fee and fi]ing'
Travel and telephone

Hiscellaneous

per annum,

Total

7 T 7 R 7, B K L-44

IV CONVENIENCE AND HEEDS OF COMMUMITY

Existing banks located in same city or town as proposed bank and existing banks
located within a radius of twenty-five miles of proposed bank are as follows:

Name of bank

Anproximate

Location Population

6=

deposits

Distance from
proposed bank



COMVENTENCE AUD NEEDS OF COIWUNITY (Continuad)

The approximgte population of the town or city in which the proposed bank will be located

is .

The approximate populaticn of the trade area to be served is

The principal industries of the community are:

Name Type

Approximate Approximate
nuimber of annual

employees payroll

Aporoximate

The principal agricultural, mineral, and other products of the territory to be served ara:

The apnroximate average annual value of the above products during the past three years is:

Other supporting infcrmation relative to the factor of convenience and needs of the

cormunity is as follows:
Year

Bu;iness licenses

Retail stores

Doctors

Dentisis

Hospitals

Colleges (and enrollment)
public Schools (enrollment)
Hotels

Telephones '

Hater connections
Electric connactions

Gas connections

Postal receipts

Other !tiscellaneous Information:

Assessed valuation:
Town
County
5chool District

Bonded debt:
Touwn
County
School District

Qther debt:
Tovn
County
School District

Tax rates:
Toun
State and County
School District

Agricultural production of

(area):

Year
Products

L7 AT
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CONVENTENCE AD NEEDS OF COMMWMITY {Continuad)

Voluse of lqans r:ade in arca by Government Aqencies:

Businass or economic factors that will affect future prospects of proposed bank:

Do existing banks produce satisfactory earnings:

Services to be offered by pronosed bank: (Available at existing banks?)

Checking accounts
Savinns and tire denosits
Safe deposit department
Safekeeping

Trust departrent
Drive-~in windovs

parking

Other

V MISCELLANEQUS

Trust Dapartrment - Yes No

If ers”. obtain detailed information on the following:

8.

Trust powers requested and to which bank will be confined:
Amount of capital and surplus required under State law:

Give name, ane, title, and salary, and elaborate fully on duties, experience and
qualifications of (1) Trust Officer, (2) Trust Comnittee, (3) Legal Counsel:

Estimate of additional expenses to be incurred through establishment of Trust
Department for first three years of operation:

Estimate of Trust Department earnings for first three years of operation:
Estimate of volume and types of business that may be obtained in a period of three

years:

Outiine bank's propbsed program for soliciting Trust business:

List competing banks exercisina Trust powers, and corment on size, povers exercised,
and the acequacy of such facilities:

Do you plan to submit an application for membership in the Federal Deposit Insurance
Corporation? Yes lio

The proposed bank upen orqanization will not refinance, either directly or indirectly,
any loan advance or credit extension made to any nrospective sharcholder by any exist-
ing financial instituticn or by others, if such loan, advance, or credit extension

was originally made to the prospective shareholder to secure funds with which te
purchase stock in the proposed banx,

-a.
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APPLICATION FOR A BANK CHARTER (Preliminarv Staterment) {Continued)

1 President of the proposed bank declare
that no premium, Donus, coinission, compznsetion, revard, salary, or other form of
reruneration has baen paid, or promised to be paid, to any person for selling the stock
of such bank or for inducing in any manner any subscription for such stock,

Bank

rresident -

STATE OF NEBRASKA

L el

County

» being first duly sworn, on oath says that
he is the duly elected President of the )

Bank

» Nebraska, and that the foregoing

detailed statement is true and correct.
Subscribed in my presence and sworn to before me this day of

y 19

My commission expires

tlotary Public

-9



INSTRUCTIONS

{Read Carefully)

The Application for Authority to Engage in Banking Business is a
five~-section application as follows:

Section T is the formal application which sets out the proposed
name, location, incorporators, directors, proposed capital, etc.,
and includes the warranties to the State Banking Department, as

well as the appointment of an agent, and certification that the
organizational expense has been paid and also the one percent (18%)
subscription of the incorporators. This section must be completed
in every detail and signed twice by the incorporators.

Section II is the section which contains thc statements of the in-
corporators and directors, that support their character and ability.
Attached to this section should be the financial statements of each,
which will be detached in this department and maintained in a confi-
dential file. Al) other parts of the application, except the fi-
nancial statements, are public information.

Section III is the section to show the need for the new bank, the
community support of the new bank, and statistical data. This
section must be completed in every detail. (see last paragraph.)

Section IV is the section to be completed only if the applicants
are also applying for trust powers, If the bank is not applying
for trust powers, this section can be omitted.

The Board may deny the application for trust powers and approve
the bank application, but in no case will trust powers be granted
unless the application for the proposed bank is approved.

Section V is the section to be completed only after authority has
been granted, either by the Banking Board or a court of competent
jurisdiction, in order to make a verified application to obtain a
Certificate of Authority. Adequate records should be maintained to
complete this section later. This section also provides the name (s)
of the management, qualifications of management, and request for
approval.

* k X & x k k & %

Submit herewith a check in the amount of $2,000.00 to cover ex-
penses incurred by the Banking Department in connection with the
application,

In accordance with the provisions of Title 6 0.S., X 303, attach
to each copy of this application a copy of the proposed Articles
of Incorporation, duly signed by each of the incorparators and
sworn to before an officer authorized by the laws of this State
to administer oaths.

In accordance with the provisions of Title 6 0.S., I 305, attach
to each copy of this application a copy of the proposed bylaws of
the corporation,

Submitting Sections I and II in gquintuplicate, with above attach~
ments and other documents requested throughout these various sec-
tions, shall constitute filing as provided for in Title 6 0.S.,

X 306. Section III (and IV if applicable) may be filed at this
time; however, the incorporators may prefer to file these sections
with the Commissioner immediately prior to the hearing, as pro-~
vided for in Title 6 0.S., X 306 C. -
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Banks—Articles 0t Ansociation,

ARTICLES OF ASSOCIATION

OF

KNOW ALL MEN BY THESE PRESENTS, That we, the undersigned, have this day associuted ourselves together
for the purpose of incorporating under the laws of the State of North Dakota, a corporation to be known by the cor-

porate name of

And we hereby certify that the objects for which this corporation is formed, are:

That its principal place of business shall be in the. of , County

of State of North Dakota; said town having a population of. inhabitants;
That the term of its exi shall be years from and after the date of its Charter.

That the number of its directorsshallbe_________and that the names and residences of *hose whe shall be di-

rectors and serve as such officers until the election of their successors and their qualification, are:

Name Residence

The names and places of resid of the shareholders and the number of shares held by each of them are as follows:

Name Residence No, of Shares

That the Capital Stock of this Corporation shall be.

Dollars, divided into. shares of dollars each, which may be increased

from time to time as may be deemed expedient.
IN WITNESS WHEREOF, We have hereunto set our hands and seals this._ ______dayof |
A.D. 18

Signed and Scaled in Presence of ({SEAL)

(SEAL)

(SEAL)

(SEAL)

(SEAL)

(SEAL)

(SEAL)
(SEAL)




STATE OF NORTH DAKOTA,
sa.
County of.

On this_ day of. in the year A. D. One Thousand Nine Hundred sad

- am—before me.

s Notary Public in and for. County, North Dakota, personally appeared

known to me to be the persons whose names are subscribed to the foregoing instrument, and they severally duly ack-
nowledged to me that they executed the same.

Notary Publie.

My ission expires. 19.

CERTIFICATE OF OFFICER AS TO AMOUNT OF THE PAID UP CAPITAL STGCK OF THE

State Bank.

being duly sworn, deposes and

s3ys that he is the identical named in the copy of the Articles of Association of the
State Bank hereto attached; that he is

the of said State Bank; that the Capital Stock of said Association as stated in said Articles is
; and that the said State Bank has in cash the sum of
paid up Capital Stock.

of the
State Bank.
Subscribed and sworn to before me this day of.
19 N
Notary Publie.
My commissi pi ~19
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Banka~Organlzation Certificate,

ORGANIZATION CERTIFICATE '

OF THE

STATE BANK.

KNOW ALL MEN BY THESE PRESENTS, That we, whose names are hercunto subscribed, have this day united
ourselves together to form an association for carrying on the business of banking under the Jaws of the State of North
Dakota, and have adupte;! and exccuated Articles of Association, in duplicate for that purpose, and have duly forwarded
such articles to the Secretary of State of North Dakota; that we do hereby under our hand make and file the following
as our Certificate of Organization:

FIRST

The name of said corporation is.

SECOND

The place where the business of discount and deposit are to be carried on is

THIRD

The amount of the capital stock and the amount into which its shares are to be divided is:

FOURTH

The names and residence of the sharcholders and the number of shares held by each of them are as follows:

Name Residence Number of Shares

FIFTH

The period at which this corporation shall commence business shall be within one year from date of its charter, or

upon date of yreliminary examination and delivery of charter by State Examiner,

IN WITNESS WHEREOF, We have hereunto set our hands and seals, each for himself, this_____________ day of

A.D. 19

(SEAL)

(SEAL)

(SEAL)

—_ (SEAL)

{SEAL)

—_— (SEAL)

——- —-{SEAL)




=

STATE OF NORTII DAKOTA,

County of.

d

before me personally app

19,

day of.

On this.

known to me to be the persons who are described in and who executed the foregoing certificate of organization, and

they and each of them acknowledged to me that they executed the same.

Notary Publie,

19.

expires_
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XXXXXXXAXXXXXAXXXXXXXXXXXXXXXX XXX

x x
x NORTH DAKCTA STATE BANKING BOARD x
x x

XXXXXXXAXXXXXXAXXXXXXXXXXXXX XXX XXX X

APPLICATION

FOR

PROPOSED NEW BANK

INFORMATION FOR APPLICANT

CONFIDENTIAL SECTION

The State Bankinr Board has determined that Application information is likely
to be of such contidential nature, when meeting any of the three following
categories:

1. Trade secrets and commercial or financial information obtained
from a person and privileged or ccnfidential,

2, Personnel and medicat fites and simifar files the disclosuce of
which would constitute a clearly unwarranted invasion of
persanal privacy.

3. Information contained in the application formwhich is in the
nature of examination report information.

However, the determination of the question of confidentiality and the discretion
to release information which is exempt resides with the State Banking Board and
the specific information you include in this section may be made available for
public review in the soie discretion of the Buard.



3
3|
3
3

CONFIDENTIAL SECTION

A ertsT VT . I Wy ATV 2, LA

L FINANCIAL HISTORY AND CONDITION

GUTLIS BELGS I ORN TG Wil REG TEr Ty - "
T QR T D L1 VT HEGARD TO FIXLU A%57T5 WHICH YOU BT GIEVE I DISCLART G 10 Tt PUBLIC, WIGLO ADVERSELY

1. ADEQUACY OF CAPITAL STRUCTURE

STATE THE CASH DIVIDEND POLICIES TO bE FOLLOWED DURING THE FIRST THAEE YEARS OF OPERAVION

INSTRUCT!ICONS: List 2*l subncribers 1o tha capiial stock of the oronosed! bank,

NAME PLACE OF RESIDENCE OCCUPATION N O aREs

ND 74 - la 1



CONFIOENTIAL SECTION

1. ADEQUACY OF THE CAPITAL STRUCTURE (Continued)

INSTHUCTION 2 Last chsunseniters 1o the Coptal STock 0f 1 pronnsed hank,

NAANIE

PLACE OF RESIDENCE

OCCUPATION

NO Of SHARES
SUBSCRIBED

ND 74 - la




CONFIDUNTIAL SECTION

- -~ A Sl A
Wi FUTURE EARNINGS PROSPECTS
ESTIATE O SALATITU AT O LAY
POSITION FIRST YEAR SHCCND YEAR THIAD YEAR
-(:'._‘!!’”_‘" \" "‘~‘ i;u_ﬂll o T Tt -
o -
Preswlent
Execut ve Vice Presudent
Vige Pvn:i:ﬂ(isl
Cashies
Assstant Casbveris)
Auditor
Tollers
Boclkeepers
Secretarus
Cintks
Jamitor
All Others.
TOTAL
CETINMATED LOAN DIVERSIFICATION
FIRS1 YiaR SCCOND YEAR THIRD YEAR
TYPe oF Loaw e pen] Rpwer s
IR vOoLL*E RETUAN VOLUME RETURN
Commarcial } % %
tnstalmeny % %
Rea! Estate % %
Term 5 % %
Purchased Perticipitions % % %
NN N AN
TOTAL ’\\A\ NN N
INTERLST HATE 10 BE PAID ON TIME DEPOSITS TTEREST RATE TO 6E PAID ON SAVINGS DEPOSITS
% %

EAXCHAK\(.'E AND SERVICE CHARGE POLICIES TO BE FOLLONED

COrIMENTS (/ncluue other information supporting mncome and expense estumates reported i the Pubhic Section of this apphication,)

ND 74 - la
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CONFIDENTIAL SECTION

-

1V, GENERAL CHARACTER OF THE MANAGENINT

NoZlfl: Finarcial and Porscaal Vistery Cratement, for each Divector, cach Officer,

and ecach person owning ocr subscribing to 5% or more of the total capital,

FRUrCTLD CHELL Ly

NARE ADOIESS AGE OTCUPATION TITLE

1. Has any proposed director, officer, or employee been convicted of any criminal offense involving dishonesty or a breach of trust?
11 *'Yes,” eaplain befow.)

CHECK

YEY]

NQ

2. Do s:0r.x option paat s wxist? fIf “Yes, esplan tn “Connenents” colow,}

3.4 stock ontion p.ns exist, B2s ful desclosure been made, mwnting, 1o ail shireholdes?

NOTE: Inciude a copy of tire disclosure statement with your ap-pheation,

4. Haye corresnondent bank relationsnips buen establsbien™ it Yes,™ list bulow)

LIST NAMLS AND ADDRISSES OF ALL CORKESPUNNDEINT BANKS

5. If "“Yes,” are there any agreements with correspondent banks, written or oral, establishing batances required in connection with
loans to any Director, Offrcer, Employee, ¢r 5'» stockholder for the purpase of financing the p:urchase of stock in the propased
bank? /If “Yes,” explain in “Comments” below.}

COMMENTS [Furmish any necessary detals to the above questions. Reler by item No. whenever possible.}

ND 74 - la 4




XXXXXXXXXXXXXXXXXXXXXXXXXXXXX XXX,

x x
x NORTH DAKOTA STATE BANKING BOARO x
x X

XXXXAXXXXXXAXXXXXXAXXXXXXXXXXXX XXX

APPLICATION

FOR

PROPOSED NEW BANK

INFORMATION FOR APPLICANT

PUBLIC SECTION

1. Organization Certificate - Per Sections 6-02-04 and 6-02-05, North Dakota
Century Code.

Articles of Association - Per Section 6-02-02, North Dakota Century Code.
{Note: Attach hereto 3 copies each)

2, Any prospective incorporator desiring to qualify his certificate may do so by
attaching hereto any statement which may be required to make his certifi-
cate accurate.

3. Schedules or inserts may be attached to this Application whenever the space
provided is insufficient. Such attached schedules or inserts are a part of
this Application. Ali schedules or inserts should be on paper the same
size as this page. Applications are to be securely bound.

4. This Application is to be executed in six (6) copies. Forward all copies to
Department of Banking and Financial Institutions.

5. Requests for clarification as to what information is necessary to complete
this Application should be directed to the Department of Banking and
Financial Institutions.

6. You may provide any information in addition to that requested by the State
Banking Board which, in your opinion, might aid in the disposition of your
Application. However, any such unsolicitated information will be accepted
for consideration with the understanding that it may be made public,



APPLICATION FOR PROPOSED NEW BANK DATE

Proposed Title

Street and Number City

County North Dakota Zip Code

Type of Business (Check all which apply)
Commercial Banking Trust Business

Other (Specify)

We, the undersigned prospective incorporators, being natural persons
and of lawful age, intend to organizc a State banking asscciation as indi-
cated above, We hereby make application to the North Dakota State Banking
Board on behalf of the proposed bank.

It is understood that the State Banking Board in applying the factors
set out in Chapters 6-02 and 6-03, North Dakota Century Code, will con-
sider the application only with respect to the general character or type
of business above stated and that the Bank will not engage in any other
business without the prior written consent of the State Banking Board.

The factors to be considered by the State Banking Board shall be the
following: Adequacy of the proposed association, capital structure, pro-
posed location is in need of further banking facilities, whether the pro-
posed association is adapted to the filling of such need, whéther the
proposed incorporators are possessed of such character, integrity, reputa-
tion, and financial standing as shown by a detailed financial statement to
be furnished by them, that their connection with the banking association
will be benefiecial to the public welfare of the community in which such
bank is proposed to be established, qualifications of management shall in-
clude adequate experience,

We hereby make the following statements and representations and sub-
mit the following information upon the several factors enumerated in
Chapter 6-02, North Dakota Century Code, for the purpose of inducing the
State Banking Board to approve the proposed Bank.

THE UNDERSIGNED HEREBY CERTIFY, JOINTLY AND SEVERALLY, that the statements
contained herein are true to their best knowledge .and belief,

Signature and Place of Residence Signature and Place of Residence

ND 74 - 1 1




PUBLIC SECTION

I. FINANCIAL HISTORY AND CONDITION

A, PREMISES TO BE OCCUPIED BY BANK

INSTRUCTIONS: Complete all appropriate sections below, Where not applicable
insert N,A, or None, When the disclosure of any information may adversely af-
fect ongoing negotiations, include such information in the Confidential Section
of this application. Copies of any completed contracts and leases should also
be submitted and, unless otherwise provided by State law, leases must include
clauses similar to those with which you, the applicants, have been provided,
The use of these leases and contracts by the State Banking Board will remain

confidential,

TYPE OF OCCUPANCY (Creck ail wnich appiy to inaicate Bah type of quarters 3t opening and contamplated permanent quarters)
D Temporary quarters (Complete 5 below]

N
D Permanent quarters teased (Complete 2 and 3 below) D Parmanent quarters owned (Complete 2 and 4 befow)

2. DESCRIPTION OF PREMISES
NO. OF STORIES NO. PARXING SPACES [NO.TELLER'S STATIONS

DIMENSIONS OF LOT DIMENSIONS OF BUILOING

TYPE OF CONSTRUCTION OF BUILDING

DETAILS OF BUILDING INTERIOR {Mention all employee facilities and uze of lobby area}

3. PREMISES LEASED

NAME OF OWNER INSURANCE TO BE CARRIED

COST AND OESCRIPTION OF LEASEHOLD IMPROVEMENTS ANNUAL RENTAL

ANN., AMORTIZATION

TERMS OF LEASE

RENEWAL QPTIONS

4. PREMISES OWNED
EXISTING STRUCTURE

NAME OF SELLER DATE CONSTRUCTED |EST, USEFUL LIFE COST TO BANK
COST AND DESCRIPTION OF NECESSARY REPAIRS AND ALTEAATIONS
ASSESSED VALUATION INSURANCE TO BE CARRIED IESTIMATED ANNUAL DEPRECIATION
PROPOSED STRUCTURE .
COST OF LOT TO BANKICONSTAUCTION COST

NAME OF SELLER OF LOT

ESTIMATED ASSESSED VALUATION INSURANCE TO 8E CARRIED

IESTXMATED ANNUAL DEPRECIATION

5. TEMPORARY QUARTERS

NAME OF OWNER COST OR MONTHLY RENTAL

LOCATION finciude distance and direction {rom permanent quarters)

DESCRIPTION

ND 74 - 1 2



PUBLIC SECTION

I, FINANCIAL HISTCRY AND CORDITION (Continued)

B. PROPOSED INVESIMENT IN AND RENTAL OF FURNITURE, FIXTURES, AND EQUIPMENT

[14]

ANNUAL
RENTAL
{11 teased)

JOIAL | rotat cost

:U(:”S(".'; Ut owned)

Vault Door

Vault Ventilator

Safe

Gnilf \\’ork,_Tﬂler‘s Chests, etc.

Safe Deposit Boxes

Drive-tn Teller’s Windows

N:ght Depository

Counter and Gate Fixtures

Posting Machines

Teller’s Machines

Proof Machines

Adding Machines

Typewniters

Microfitmer

Checkwriter

Cancelting Machine

*Electronic Data Processing or Automatic Data Processing Equipment

Desks

Tables

Chairs

Filing Cabinets

Ledger Stands

Carpeting

Draperies

Heating System

Air Conditioning System

Other (Specify}:

TOTALS

TOTAL INSURANCL TO BE CARRIED

TOTAL ANNUAL DEPRECIATION

*LIST ALL ITEMS COMPRISING THIS EDP OR ADP INVENTORY

NOTE: Copies of any completed contracts and leases should be submitted for the
confidential use of the State Banking Board,

C. RELATIONSHIPS AND ASSOCIATIONS WITH RANK

ARE ANY OF THE SELLERS OR LESSORS OF L&ND, BUILDINGS, OR EQUIPMENT LISTED ABOVE OTHERWISE DIRECTLY QHINDIRECTLY

ASSOCIATED WITH THIS APPLICATION? (If “Yes,” complete the tollowing table. )

O ves TUno

NAME OF SELLER OR LESSOR

ITEMSOLD OR LEASED
(Place “X**in appropriate columnl| (Speciy Dircetor, Ofticer, 5y stockholder, or thoir relatives.

RELATIONSHIP OR ASSOCIATION WITH BANK

Land Building

Designate any business interasts of the alarementioned. )
Equipment

IMPORTANT: Upon organization, the proposed bank will not refinance, directly or indirectly, any loan, auvance, or credit extension originally
made by any existing financial institution, or others, to any of the indwviduals listed anove for the purpose of obtaining funds (0 purchase the

tixed assets

a2 A




PUBLIC SECTION

I, FINANCIAL HISTORY AND CONDITION (Continued)

D, ORGANIZATION EXPENSES

INSTRUCTIONS: List alt exnences related to the organization of the bank. Includs all expenses paid, addhit:onal costs anticepated prior to the
opening date, and inctude any expenses for work performed durning the organization phase for which disbursement has been deferred beyond

the operung date. Attorney tees will require a detaled account of actual legal work perform.ed,

Aﬁf?ﬁ'é“f;ﬁ“ TYPE OF RELATIONSHIP
N * Sorc:ty Direct 1, i stockholder,
NAME OF RECIPIENT Istark smwroprate cond | e e AMOUNT
Decect Jindirect] None nterests of the aforementioned. |

Altorney Fees:

1. TOTAL ATTORNEY FEES

Consultant Fees:

2. TOTAL CONSULTANT FEES

3. TOTAL PRE-OPENING SALARIES

4. TOTAL PRE-OPENING TRAVEL AND ENTERTAINMENT

5. TOTAL APPLICATION AND INVESTIGATION FEES

Other Expenses: (Describe in detail any item in excess of $1,000)

6. TOTAL OTHER EXPENSES

Total Organization Expenses (Sum of lines 1 thru 6 above.)

Pre-opening tncome

NET TOTAL

DESCRIBE SOURCE OF PRE-OPENING INCOME

OESCRIBE HOW ORGANIZATION EXPENSES WILL BE PAID

1I, ADEQUACY OF THE CAPITAL STRUCTURE

A, PROPOSED PAID-IN CAPITAL STRUCTURE

IMPORYANT: Upon organszation, the proposed bank will not refinance, directly or indirectly, any loan, advanc.e,.or credit extension ariginaII.y
made by any existing financial institution, or others, to any subscriber of shareholder for the purpose of obtaining funds to purchase stock in

the proposed bank.

DESCRIPTION

AMOUNT

Comimon capital . no. of shares @ § par value}

Surplus

Other capital segregations

TOTAL

NOTE: Attach a copy of the stock subscription form and prospectus, if any, which will be used in connection with the issuance of capital

stock. A suhstantially complete list of stock subscribers will have (o be submitted before the application can be processed.

LIST AMOUNTS AND RECIPIENTS OF ANY FEES OR COMMISSIONS PAID IN CONNECTION WITH THE SALE OF STOCK SALE PRICE PER SHARE

ND 74 - 1 4




PUBLIC SECTION

II, ADEQUACY OF THE CAPITAL STRUCTURE (Continued)

B, ESTIMATED DEPOSITS

TYFE OF DEPOSIT

ESTIMATED VOLUME AT END OF

First Year

Second Year

VThied Year

INDIVIDUALS, PARTNERSHIPS, AND CORPORATIONS:
Demand deposits

Saviras Depasits

Time Ceposits

PUELIC FUNDS:
Demand Deposits

Time Depusits

DEPOSITS OF BANKS AND OTHER FINANCIAL INSTITUTIONS:
Demand Deposits

Timz Depnsits

TOTAL DEMAKRD DEPOSITS

TOTAL TIME AND SAVINGS DEPOSITS

TOTAL DEPOSITS

YHE ASOVE ESTIMATES ARE BASED ON THE FOLLOWING DATA AND ASSUMPTIONS:

IMPORTANT: The hank will at all times maintain adequate capitai accaunts i redation 1o the truc value of it o2l assets,

‘ND 74 - 1
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PUBLIC SECTION

I1I, FUTURE EARNINGS PROSPECTS 2

THE AFORESIGNED ARE OF THE OPINION THAT, withiy a reasnnable peniad alter comnencement nf business as an nsueed bank, the
earnings of the Proposed B.ank will be sullicient to cover alf operating expenses, 10sses. and charge-0!fs and to provide 3 reasonable return (o
sharehollers.

AESTINATED AVERAGE DEFUSITS AND ASSETS
INSTRUCTIONS: Average deposits for the secont and thaa vears are comnutyd hy adding bigures 1 the end of tre preceding year to the totals
at the end of the sulyect year and dividing by two (Refer to II B)

»\\‘E‘fAGE DURING

DESCRIPTION
Furst Year Secund Year Thud Year

AVERAGE DEPQOSIT VOLUME:

A Demand deposits

B. Time and Savings deposits :
Total estimated cverage deposit volume
Capityl paid i (Shouia avree vath 1i A.]

Totn estimated average assets
L. ESTINATED INCCMNF AND EXPENSES

INSTRUCTIONS: Gross income is calculated by multiplyirg the estimated return on assets by the total estimated average assets above.

ESTIMATEC AMOUNT
First Year T Sccond Year Third Year

DESCRIPTION

Gross income (@ %)
EXPENSES:
1. Salaries and benefits
2. Interest on time and savings deposits
3. Net occupancy expr:nse (details befow/
4. Furmiture and eowpment (riepreciation, rental, maintenance, ctc.)
5. Other operating expenses:
Advertising
Teleptione
Legal
Postage
Computer services
Miscellaneous

6. MNet organizatian expunses { Ist year only. Should agree with I£.) * &Z%WV////////////,

Total estimated expenses

ESTIMATED NET PROFIT OR (LOSS}

OCCUPANCY EXPENSES:
Rent
Depreciation
Repairs
Marntenance fincluding building staff salaries)
Insurance
Taxes on real estate
Utilities fheat, light, power, etc.)
QOther occupancy Costs
Total Occupancy Expenses
Less: Rental Income

Net occupancy cost {should agree with line 3 above)

COMMENTS

ND 74 -1 6



PUBLIC SECTION

1V, GENERAL CHARACTER OF THE MANAGEMENT

AL DIRECTORS, ORRICLHS, AND SHAREHOLDERS

INSTAUCTIONS Lt a'bhubint Latly, by growi, o) Dieectors, N0 Late c1o: OPLeers, an any GIEMS ownmyg 97 Subscrinng 1o 5 or more of (he proposed caplal,
TN cate the seatus of esch indindudl bted try chieching the appraprate box ot wit, O - Ouectar, Q - Othewr ard S - Sharerotder I disclosure of ary of the
propessd alleiers of the Dragused Pank wauc! jaONArIs Currel en pioymedl anctuee the nrorm:anan in the Cont dentul S-er:on.

STATUS NAME AND ADDRESS
IChechl finctuge ZIF Code) occupATION TITLE

n{o|o|n0iL|v{0io|» |00 0|0l oiT v |O|o|n|O|0 | |0|0|v|0|0jviC|T|n|0|v|v|o|olwlololvw|o|Tv|o|o|vicivin|oioinio|oln|o]oln|olo

ND 74 -1 7 .



PUBLIC SECTION

IV, GENERAL CHARACTER OF THE MANAGEMENT (Continued)

CHANGES CONTEMBLATED 18 THE PROVOSED DIRECTURATE OH ACTIVE MANAGENLNT DUAING THE FIRST YLAR (If none, 30 state}

IMPORTANT: Prompt written notification must be given to the Department of Bank-
ing and Financial Institutions if changes in the directorate, active management,
or in the ownership of stock of 5% or more of the total are made prior to

opening.,

B. COMMITYEES
LOAN
NAMES OF MEMBERS DUTIES
INVESTMENT
NAMES OF MEMBERS DUTIES
AUDIT
NAMES OF MEMBERS DUTIES

C. REPRESENTATIONS

1. Are the prospective incOrpor:inrs acting as representative of or on benhalf of any other person, partnership, asscciation, or corporation? {/f
O Yes O No

“’Yes,” explain in “Comments” below.)

2. Are the prospective incorporators, directly or indirectly, party to any written or oral agreement or understanding providing for the sale of
the assets of the proposed bank to, or merging or consolidating the proposed bank with, any other financial institution?
{If “Yes,” explain in “Comments below.} 0 Yes O No

COMMENTS

ND 74 -1 . 8




"PUBLIC SECTION

V. CONVENIENCE AND NEEDS OF THE COMMUNITY TO BE SERVED

INSTRUCTIONS: The applicants are responsibife for deveioping the legal factor Convenienice and Needs of the Comienunity o 3 way which
clearly shows the economic support and justification tor the proposed bank. include @ map of the trade area pipainuing the location of offices
of the nearest bank and/or competing bank{s}. Submit such data reloting to the trade area which you fect s sefevant to the proposal, if 3n
economic survey or feasibitity study has been prepared it may provide most of the information requested. Such information submitted in
support of your application will be included in the public fite.

THE AFORESIGNED ARE OF THE OPINION THAT the interests of the residents of the proposed rraée area would be scrved by the
establishment of the proposed bank. Data to supoort this opinion is presenied below and in other informaticn submitted with this application,

A. DESCRIPTIC:I OF THE AREA TO CE SERVED
OESCRIBE THE TRADE TERIMTORY WHICH THE PROPOSLD BANK WILL SERVE (/nciude the geographic boundaries wrthinr which all or most of the
proposed bank’s potentia! customers reside. ) ’

B. ECCNCIIC AND DEMOGRAPHIC DATA
DESCRIBE THE ECONOMIC CRARACTERISTICS OF THE TRADE TERRITORY SPECIFIED ABOVE. (lnciude manulacturing, agricultural, and other
industrial data. Also include information covering, but not hmited to: population, mcome, construction activity, and retdil and wholesale sales. This information, as
& rmummum shouid cover the most recent 5-year period.

NO. OF HOUSING STARTS WITHIN PAST 5 YEARS (/ndicate year}
19 19 19 19 19

1. PRINCIPAL BUSINESSES AND INOUSTRIES OF THE AREA

NUMBER OF APPROXIMATE
NAME OF COMPANY TYPE OF BUSINESS ANNUAL ANNUAL SALES
EMPLOYEES PAYROLL

‘ND 7% - 1 9



PUBLIC SECTION

V. CONVENIENCE AND NEEDS OF THE COMMUNITY TO BE SERVED (Continued)

8. ECONOMIC AND DEMOGRAPHIC DATA (Continued}

2. COMPETITIGN

INSTRUCTIONS: List ali banks and branches now serving the trade terntory to be served by the proposed bank. Hf nane, list the nearest bank

in each diection within 3 25 mile radwus from the proposed site,

NAME OF BANK LOCATION {City and State}

DEPNSITS
{000's omutred}

OATFE OF LATEST
STATEMENT

DISTANCE
{R0ad miles)

OIRECTION

COMMENTS

V1. CONSISTENCY OF CORPORATE POWERS

The proposed bank will have only such corporate powers as are granted'to a
State Banking Association under the following provisions of the State Law,
(Sections 6-03-01 and 6-03-02, North Dakota Century Code)

NOTE: Attach hereto a copy of the proposed Articies of Incorporation or Associ-

ation and Organization Certificate,

ND 74 - ) 10
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SECTION I

APPLICATION CR AUTHORITY TO ENGAGEZ IN BANKING BUSINESS

wn

TATE OF OXLAHOMA
STATE BANKING DEPA ’TM::.NT

YOCATION . - -

Title 6 0.S., Y 303 (Oklahoma Banking Code), prov;des that five
or more individual incorporators desiring to organlzg a bank or
trust company shall file with the Commissi.ner, in quintuplicate,
an application to organize, setting forth the information re--
qulred by X 305 and attaching a copy of the proposed articles of
incorporation, both of which instruments shall be duly signed by -
each of the incorporators and sworn to before an officer autho-
rized by the laws of this state to administer o0athS. ...e..cees
(Instructions are furnished for this application)



sBb 1-74

We, the undersigned, do hereby make application to the Bank Com-
missioner and the State Banking Board for permission to organize

a bank and for authority to engage in the banking business,

trust powers. (If with trust powers, add supple-

{(with or without)
mental Section IV to application) at , Oklahoma,
said bank to be known as

1.

{(Same of bank)

2. That said bank is to be located at

Town or City of '
County of . State of Oklahoma.

3. That said bank be authorized to issue shares of
stock at a par value of § each, and to be subscribed to
for § each; that the total consideration received for

the shares 1s to be allocated as follows:

Capital $
Surplus $
Undivided Profits $
Total $
4. That , whose address is

’
act as agent to receive all correspondence and documents with re-
spect to this application, in accordance with the annexed appoint-
ment of agent.

5. That the evidence of the need and advisability of granting this
authority is

lof1:



SBD 1-74

6. That the following subscribers have subscribed to the capital
stock in the amount set by their names arnd cach has paid his pro

rata share in cash in a fund to be used to defray the expense of

organization as required by Title 6 0.S., X 304 A,

I Total Amount of Paid for organi-

I
Name i No. Shares Subscrivticn Price zation exncnse
a
Indicate incorpo-
rators with (*)
TOTAL shares § $
{must equal (must egual total (must equal at
shares speci~  amount specified least 5% of aggre-
fied in #3) _ in #3) gate par value of
all authorized
shares)

6a. The names of the persons, partnerships, associations or corpora-
tions which propose to own or control more than 1/2 of capital stock:

3

L]

%

20f I



$8D 1-74

7. That the following persons are the proposed directors. (In-
dicate the incorporators with (*) and submit in Supplemental II
evidence of the character and ability of each.)

Name

Address

No. Shares

Director

Director

Director

Director

Director

Dircctor

Director

Director

Director

Director

Director

8. That the following proposed directors or subscribers (to more

than 5% of the capital stock) have present or past connections with

a bank or trust company (other than as a customer) .

Name Past or present con~ <tion. Be specigic.
Kame Past or present connection. Be specific.
Name Past or present connection. Be specific.
Name

Past or present connection.

Be specific.

Jof1l

. Aod b



SBD 1-74

8a. Will you obtain professional management and what requirements
will you have as to his qualifications, experience, abilily, and
character?

8b. What salary range do you anticipate having to pay to obtain
management?

8c. Mow much stock will be available to the chief executive officer?’

40fI



SBD 1-74 .

9. That with respect to stock issued by said bank to obtain the
total) consideration set forth above, none of the shares of said
stock will be sold by the bank for a price other than $

per share, without prior written approval having been obtained from
the State Bank Commissioner.

10. That with respect to stock issued by the bank to obtain the
total consideration set forth above, nore of said stock will be
sold through an underwriter, broker or dealer, nor will any com~
mission or other fee be paid to any pa2rson or company in connection
with the sale of said stock, without prior written approval having
been obtained from the State Bank Commissioner.

11. That the undersigred have not directly or indirectly paid to
or received from any person, partnership, association, or corpora-
tion, any money or other thing of value as a fee, commission or
other conmpensation for any service rendered or to be rendered or
for any property transferred or to be transferred, in connection
with the organization of said bank, except as follows:

[y

12. That the undersigned are not acting in the premises as repre-
sentative of or on behalf of any person, partnership, association
or corporation undisclosed to the State Bank Commissioner.

13. That the undersigned acknowledge that any misrepresentation or
omission of a material fact with respect to the foregoing repre-
sentations or with respect to any other documents or papers sub-
mitted by the undersigned to the State Bank Commissioner or State
Banking Board in connection with the organization of this bank shall,
unless expressly waived by the State Bank Commissioner, constitute
fraud in the inducement and be grounds for denial of a state bank
charter in this or any other matter, and grounds to require the
resignation of the undersigned as directors of said bank.

14. That the capital stock has been fully subscribed as indicated in
Item No. 6, and that each incorporator, as required by Title 6 0.S.,
Y 303, has paid in full in cash for stock, the total subscription
price of which is not less than one percent (1%) of the minimum
capital and paid-in surplus requirements, as provided in )Y 302.

15. That all information contained in this application or in attach-
ments or supplements hereto is true and correct to the best of our
knowledge and belief,

IN WITNESS WHEREOF, the undersigned have set their hands this
day of . 19 .

Sof I
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TATE OF OKLAHOMA
$S.

N st N

COUNTY OF

Before me, a Notary Public in and for the County and State above
named, personally epgeared

and that each of them stated under oath that all of the matters
herein contained are true and correct to their best knowledge
and belief.

Subscribed and sworn to before me this day of .

19 .

Notary Public

(SEAL)

My Commission expires: s 19 .

§ of I
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APPOINTMENT OF AGENT

KNOW ALL MEN BY THESE PRESENTS, that the undersigned, being
all the incorporators of an Application for Authority to Engage
in Banking Business, dated ,» 19 __, do hereby
make, constitute, appoint, and dgsignate .

(First Nare) {Middle Name) (Last Name)

of

{Number and Street) ' (City and State)

(Area Coda) (Telephone Number)

as our agent, as hereinafter set forth, hereby revoking any and
all previous appointments of agent heretofore executed in the
premises,

SAID AGENT is hereby authorized to represent and appear for
the undersigned before the Bank Commissioner and the State Banking
Board of the State of Oklahoma, in relation to the aforesaid appli-~
cation and, except in instances where the Bank Commissioner and
the Banking Board shall require personal actions by the under-
signed, said agent is hereby empowered and authorized to do and
perform all and every act of things whatsoever requisite or neces-
sary in connection with the aforesaid application, as fully and
to all intents and purposes as the undersigned might or could do
if personally present at the doing thereof, and to receive all
correspondence and documents from the Bank Commissioner in con-
nection with the aforesaid application.

THE AGENCY CREATED HEREUNDER shall automatically terminate
upon the date the proposed state bank shall become a body corpo-
rate and the directcrs thereof appointed in accordance with law.

THE AGENCY CREATED HEREUNDER is and shall be irrevocable ex-
cept by resolution adopted by a majority plus one of the under-
signed, which resolution shall be certified to the Bank Commissioner
by the undersigned voting for the same.

THE UNDERSIGNED jointly and severally represent and warrant
to the Bank Commissioner and the Banking Board that the complete
terns of the agreement of the undersigned with the said agent per-
taining to compensation of said agent for services performed and
to be performed by said agent in connection with the aforesaid
application are as follows, and that the undersigned are not di-
rectly or indirectly party to any other written or oral agreement

. or understanding with said agent relating to such compensation.

7To0f 1
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IN WITNESS WHEREOF, the undersigned have hereunto set their
hands on this day of , 19 .

CERTIFICATE OF AGENT

THIS IS TO CERTIFY and warrant to the Bgnk Commissioner and
the Banking Board of the State of Oklahoma, that the undersigned
is not directly or indirectly a party to any written or oral
agreement with the signators of an APPOINTMENT OF AGENT, dated

, 19 , under the texms of which the under-

signed has been paid or will be paid any money or other thing of

value that is not disclosed herein.

AGENT

DATE

8 of 1
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CERTIFICATION OF DEPOSIT: (Organizational Expense Account)

This is to certify that there is on deposit in this financial

institution the sum of § , in the name of

The following are authorized to make withdrawals:

Dated this day of M

(Name of financial institution)
By:

{Title)

CERTIFICATION OF DEPOSIT: (Subscription Account)

This is to certify that there is on deposit in this financial

institution the sum of § ¢ in the name of

The following are authorized to make withdrawals:

Dated this day of ) » 19 .

(Name of financial institution)
By:

(Title)

9 of 1



SBD 1-74

INSTRUCTIONS FOR SECTION II

{Read Carefully)

Attach a biographical sketch similar to the one attached, for each
incorporator and each proposed director,

Attach a current firnancial statement on each. HOTE: This financial
statement is confidential and will be removed from the section at
the time of filing with the Banking Department, and will not be
made public. Only one set of financial statements need be sub-
mitted.

Have each incorporator and proposed director prepare a statement
over his/her signature, setting forth the reason why he/she has

indicated an interest in the organization of this bank, and give
evidence of his/her character and ability.
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SUPPLEMENTAL SECTION IIX
to

APPLICATION FOR AUTHORITY TO ENGAGE IN BANKING BUSINESS

NAME

ADDRESS

STATEMENT OF INCORPORATORS AND PROPOSED DIRECTORS

etk |
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BIOGRAPHICAL
Date of birth Social Security No.
Place of birth
Citizenship ’ Marital Status
Husband's full name: Wife's Full (Maiden) Names:

No. of childrer. & ages:

If divorced, give name of former spouse and current alimony arrange-
nents: ) :

Educational background:

Residential background within past 15 years: (List cities with perioé
covered by each)

Occupation:

Employers: (List all within past 15 years, including aﬁy'period(s)
of self-employment) -

List all banks and other financial institutions in'which you are cur-"-
rently an officer, director, or employee: (State which)

List other businesses in which you are an officer, director, employee,
or partner, or rajor stockholder; (State which)

Date:

1 of IIX
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FINAUCIAL STATIMEZNT

ASSETS . . LIABILITIES

- ) . >
. . . .

Net Vorth $

TOTAL § _ TOTAL §

Staterent of Income
Yeax

Net Incoms from Salaries & Wagss

Net Incomz from Commissions & Feas

MNet Income from Investments

Net Income from Other (spacify)

)
(o3
w

Tazes paid for year Federal $

State $

Arz all current and prior yesars' taxes paid?

2 of II
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Have you ever takesn ba.—:}::up\_cy7 (If so, give t=tle and nature
of proceadings, name of Court, and disposition) X

Do you have any unsatisfied judgmanis?

Do you have any suits against you pernding?

I certify the information coata
anined by nme and is tro2, corre

2in2d ha2rein has been carefully ex-
ct anc complete.

3Jof 11
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INSTRUCTIONS FOR SECTION TII

Among otner prereguisites, the Banking Board must determine that
the public need and advantage will be promoted by the establish-
ment of the proposed bank, that conditions in the community in
which the bank would transact business afford reasonable promise
of successful operation, and that there is public support.

Section III is designed to assist the Board in making this de-
termination. The information requested in questions such as 2,

6, 8, 9, 10, 11 and 12 must be substantiated by evidence which
reasonable men may be expected to believe and not mere conjecture,
whim or caprice. The Board can put little weight in obscure and
indefinite facts. It must determine how many people will patronize
or use the proposed bank with their accounts, investments, or box-
rowings.

This section is not to suggest a proper manner in which a random
sampling survey should be made or even to infer that one must be
made, but is given to impress on the applicants that the Board
must make its decision upon substantial evidence and facts which
can be supported. '
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SUPPLEMENTAL SECTION IIX
to
2PPLICATION FOR AUTHORITY TO ENGAGE IN BANKING BUSINESS

NAME

ADDRESS

NEED - COMMUNITY SUPPORT - STATISTICAL DATA

The information provided in this Supplemental Section is
true and correct to the best of my knowledge and belief.

AGENT



or touwn in which oreposa2d bank iz Lo zZz

" 3. List 2l)
following in
sary, usin

Nams Date Estedlishad - T
Location mark numbar o map _ Distancs from proposed bank
Rate paid on sa virgs $ Total Deposits $
Rate paid on C.D.'s % Total Lozns $
Business Hours Deposit/Loan Ratio
Rate ‘charged normzlly on businass loans
Rate charged nohﬁally on installmant loans
Estimated share of area's COx“arc1al bank businsss
- MName R Date Established '
Location maxk numda2r O3 Jkap Distence from proposed bank
Rate paid on savings "% Total Deposits $
Rate paid on C.D.'s $ Total Loans $
.'Business Hours Dezposit/Lean Ratio
Rate charged normally oa business loans
Rate chargcu no-.-lly on installmaznt loans -
Estimated share oif area's commercial bank business
Name o Date Estzblished
Location nmark number on map__ Distance from progesed bank
Rate paid on savings : % Total Dzposiis $
Rate paid on C.D.'s $ Tot2l Loans $
Businsss Hours Deposit/Loan Ratio %
Rate charged normzlly on business loans $
Rate charged normzlly on installment loans 3
Estimated share of area's commercial bpank businass 3
Name - Date Established
Location mark nums=2r on map  Distance f£rom proposed bank
Rate paid on saving "% Totz) Deposits $
Rate paid on C.D.' 3 Totel Loens $
Business Hours Deposit/Loan Ratlo 3
Rate ci 1rg~d noxmzlly on business loans 3
Rate charged nornnllj on installment loans 3
Estinmated shave of area's commercizl bank busicess 3

1 of 111
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4. List all other banks or trust companies within the county and

within a 30-mile redius of the proposed bank.

Name

L.ocation

Distance

S. List all other financial institutions, such as savings and loan
associations and credit unions, in same town as proposed bank, and
give following data.

Name &
Address

Date established
if within 3 yrs.

Depcsits

Loans

Distance (by
road) from
proposed bank

2 of 111
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6. Indicate number of financial institutions in primary service
area 3 years ago, compared to present, and indicate degree of in-
tensity of competition.

7. Was a preliminary survey made prior to filing?

8. Comment on the economic and general condition of the primary
service area, both residential and commercial, indicating indus-
try, employment, payrolls, vacancies, land use and potential
growth and developnent.

3 of III
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2
14
N
2
3

9. Give past bhanking history of community and, if no bank in com-

munity, indicate where residents presently bank.

10. Give an estimate of the percent of deposit and loan volume that
can reasonably be expected by the proposed bank over the next 5
years. Include types of loans and deposits and indicate the bases
or premises upon which estimates are made. (See instructions this
section.) :

4 of IIX
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11. Attach a 5-ycar projected statewent of condition of the pro-
posed bank, showing figures for each year. (Attach on sheet same
size,)

12, Attach a 5-year pro forma statement showing the breakdown of
income and expenses for each yecar. (Attach on shcet same size.)

13. Give the following information regarding banking house and
equipment as it applies.

Name of Seller or Lessor Iten soléd or leased Association with

if associated with pro- Land | 8lcg.| Equipmant this bank

posed bank in any wav. Dir,-Off.-5% SH

How will bank occupy premises? Owner ( ) Lessor ( )
1f owner If lessor

Name of seller Name of owner

Date purchased Term of lease

(Or attach option agreement, in-

serting expiration date) Renewal option

Cost estimate of improvements, Annual rental

under current conditions. (Attach copy of lease - see Note B)

(Include fixtures, vault and

door, and security equiprent - Furn. & Fixt. furnished by owner

see Note A)

If rental not included above, what
is additional rent $

Furn.& Fixt. furnished by bank
(and cost estimate)

Annual depreciation $ Annual depreciation $
Insurance to be carried $ Insurance to be carried $

Note A: This estimate of cost can be prepared by management of pro-
posed bank, based on its general knowledge of cost per square foot,
cost of banking equipment, etc. Use the same basis on which any
occupancy expense was determined in the pro forma requested in
Item #12. Outline the basis and assumption used.

5 of IXX
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Note B: If no formal leasa has been entered into, outline below
the incorporators' plans for providing a banking house and how they
plan to arrive at the terms and conditions of a future feasible
lease agreement.

When a lease agreement is made, it MUST contain the following clause:

"Notwithstanding any other provision of this lease, in the
event the Lessee or its successors or assignees shall become in-
solvent, bankrupt, or make an assignment for the benefit of credi-
tors, or if it or their interests hereunder shall be levied upon or
sold under execution or other legal process, or in the event the
bank to be operated on the premises is clesed, or is taken over by
the Bank Commissioner of the State of Oklahoma, or other bank super-~
visory authority, the Lessor may terminate the lease only with the
coencurrence of said Bank Commissioner or other bank supervisory
authority, and any such authority shall in any event have the
election to either continue or terminate the lease, provided, that
in the event this lease is terminated, the maximum claim of Lessor
for damages or indemnity of injury resulting from the rejection or
abandonment of the unexpired lease shall in no event be in an amount
exceeding the rent reserved by the lease, without acceleration, for
the year next succeeding the date of the surrender of the prcmises
to the landlord, or the date of reentry of the landlord, whichever
first occurs, whether before or after the closing of the bank, plus
an amount equal to the unpaid rent accrued, without acceleration,
up to such date.”

6 of III
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SUPPLEMENTAL SECTION 1V
to

APPLICATION FOR AUTHORITY TO ENGAGE IN BANKING BUSINESS

NAME

ADDRESS

APPLICATION FOR TRUST POWERS IN CONJUNCTION
WITH APPLICATION FOR A NEW BANK ONLY

The information provided in this Supplemental Section is
true and correct to the best of my knowledge and belief.




SpD 1-74

1., State the need in the community for fiduciary services and
the probable volume of such fiduciary business.

2. Will you obtain a qualified trust officer and what requirements
will you have as to his qualifications, experience, ability, and
charactex?

1 of IV
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3. Name the trust committee; indicate if they are directors
of the proposed bark, and list their qualifications and ex-
perience in trust activities.

4. Who will be the available trust counsel?

5. Estimate the annual expenses of the bank, resulting from
the establishment of a trust department, and the period of
time which will elapse before the income from the trust de-
partment will approximate the cost of its operation. Provide
supporting information to estimates.

2 of IV
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6. Who is now providing fiduciary services for the area?

3 of IV
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INSTRUCTIONS FOR SECTION V

After final approval has been obtained by either the Banking Board
or a court of competent jurisdiction, and as a portion of Section
V, the incorporators shculd designate the proposed managing officer
and have their agent submit his name and qualifications to the
Banking Board for consiceration. This can be done prior to or
simultaneously with the remainder of Section V; however, a Cer-
tificate of Authority will not be issued by the Bank Commissioner
until consideration has been given by the Board.

The financial data requested from the managing officer shall be
confidential.
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SUPPLEMENTAL SECTION V
to

APPLICATION FOR AUTHORITY TO ENGAGE IN BANKING BUSINESS

NAME

ADDRESS

VERIFIED APPLICATION
for
CERTIFICATE OF AUTHORITY

TO BE USED ONLY ATTER FINAL APPROVAL OF APPLICATION
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THIS IS TO CERTIFY:

1. That the first meeting of the stockholders of

, located at ’
City or Town of , County of .
State of Oklahoma, was held on s 19 . and
that the following directors were elected.

Name Address

(Attach resume' of business and professional affiliations)

2, That the entire capital, surplﬁs and undivided profits have
been paid in and the statemant of condition as of this date is
"as follows:

ASSETS LIABILITIES § CAPITAL
Cash $ Capital $
Investments Surplus
» Und. frofits
" Earnings
. Other

F&F

Land & Bldg.

Other

TOTAL $ TOTAL $

3. That the names and addresses of each stockholder, together
with number of shares held by each,are as follows:

Name Address g No. Shares

lofvVv
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3. cont'd.

Name Address No. Shares

20fV
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4. That all of the bylaws attached to the application for charter
have been adopted.

5. That avplication has been filed for membership in the Federal
Deposit Insurance Corporation or the Federal Reserve System.
(Certificate of Authoriiv will not be issued until approval has
been received by the Banking Department.)

6. That the organizational fund was expended as follows:

Total organizational fund $
(Thai amount shown in “Certifi-

cation of Deposit" representing

the organizational expense account.)

Expenses

Surplus or beficit $

(If surplus, it must be withdrawn aad credited
to undivided profits account.)

(If deficit, an assessment against stockholders

must be made. Bank prohibited from carrying
on its books or expending same.)

7. That the following officers have been elected:

President

Secretary or Cashier

Jo0fv
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8. That the bank will open on or about

19

at a permanent/temporary location at

Town or City of , County of

State of Oklahoma.

9. We, the\undersigned, certify that the information contained
in this Verified Application {or Certificate of Authority, as
wall as the Request for Approval of Managing Officer, is true and

correct to the best of our knowledge and belief,

ATTEST:

Secretary

4 of V
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REQUEST FQR ADDROVAL OF

MANAGING OFFICER OF

Proposed Bank

Vie submit to you

as the proposed managing officer of this bank. The organizers propose

to pay him the annual salary of $ , and have

agread to the following as 28ditional consideration or compensation:

He now resides at

and is presently employed by

Ke will purchase shares from

at § per share,

The incorporators believe he has the character, financial responsibility,

and ability to manage saidé bank because

AGENT

PRYRTYN
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"WOTZIZ: {The following affidavit is to be corapleted by any party appearing
before the State Banking Board, Banking Commissioner of Texas, or
Department of Banking on behalf of any client, in accordance with
the provisions of Art, 6252-23, Vernon's Annotated Civil Statutes)

THE STATE OF TEXAS
COUNTY OF

Before me, the undersigned authority, on this day personally appeared

v

, who after being by me duly sworn upon

his oath, deposes and says:

1. My name is .

2, My address is .

3. My occupation is . s

4, 1 am representing

(Nam‘e)

(A‘d.dresa)
5. I was employed on

by : .

6. I(am to receive) (have received) the following specific fee, gifts
or things of value; (if none, so state)

7. Are there any coatingent fees or benefits to be derived in the event

. the Charter is granted? ,
8. The above referred to fees, gifts or things of value (were) (are to
be) paid by o
{Name)
(Address)

..

9. I{have) (have not) contacted any member of the State Banking Board.
Banking Commissioner of Texas, Department of Banking, any
Legislator, or State Official, either directly or indirectly, concerning
this matter, If you have coatacted any such party, list the pa.rty.
date of contact, and the nature of said contact,

(Signature)

Sworn to and subscribed before me, the undersigned authority, on this the

day of » A.D, 19" .

. Notary Public in and for

County and State



THE STATE OF TEXAS i

COUNTY OF }

BEFORE ME, the undersigned authority, on this day personally appeared

» who after being by me duly sworn, upon his oath,

deposes and says;

1) My name is .

2} My dddress is .

Street City State

3) 1Iam a subscriber of shares of

{bank)
, Texas, and am to pay $ as tota
compensation therefor.

4) The names, identity, title and address of any other persons who will
be beneficial owners of such stock or otherwise share an interest or
ownership in said stock (other than spouse), or who will pay any
portion of the consideration therefor are:

5) I (will) (will not) obtain a loan for the purpose of purchasing such
stock. (If a loan will be made the following must be answered. )

{a) The amount of the loan is .
(b) The name and address of any person or corporation which has
committed to loan, or from whom a loan is irtended, for the purpose
of purchasing such stock is

(c) The specific collateral for the loan is

(d) The name of any cosigner, guarantor, partner, or other person
liable for the repayment of such loan is

If the information required by any of the above is not available at this time, an
amendment to the form, by letter, must be furnished the Department within the
time required by the Banking Board Rule on amendments,

EXECUTED this day of , 19 .

Signature

SWORN TO and SUBSCRIBED BEFORE ME, the undersigned authority,

on thia the day of , 19 .

Notary Public

County,
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ARTICLES OF ASSOCIATION

THE STATE OF TEXAS
County of..venreereecaronrvocarnanss

KNOW ALL MEN BY THESE PRESENTS: That we, whose names are subscribed hereto, a majority of
whom are resident of the State of Texas, have this day and do by these presents voluntarily associate
ourselves together for the purpose of establishing u State Bank, and of incorporating and operating the
same under and by virtue of the laws of the State of Texas; and to that end we declare:

FIRST

The name of the Corporation shall be:

SECOND
It shall be located at, and its place of business shall be in, the 6ty of. ..vveeeenssevseeesesessoneeny

County of............ , Texas.

THIRD

The Corporation shall have the following powers:

IR |
o .



FOURTH
The amount of the Capital Stock shalibe........... e beseaceresrearenenaene PN Dollars,
which shall be divided into............ e Shares of.....ovvvveiiernrcossonsecassnnsses Dollars
each, all of which has been bona fide subscribed. (Surplus $............... Reserves $....ceevevncens }
FIFTH

The corporation shall exist and be in force perpetually,

SIXTH
The Board of Directors shall consist of................ stockholders, each of whom shall be a bona
fide owner of at least............ shares of the capital stock of the Corporation, and a majority shall be
bona fide resident citizens of the State of Texas. The names of the directors sclected and agreed upon for

the first year are as follows:

...............................................

e eieriteeaaeteee et e teveteatoee ereserrsesssaeraasntorasanaras Cerieeesaees

............. T T T T

...........................................

..............................................................................

.....................................................
SEVENTH

The names and residences of all subscribers to the capital stock of the Corporation, and the number
of shares subscribed by each, are written below by each of said subscribers, respectively.
IN WITNESS WHEREOF, each of the subscribers to the capital stock aforesaid has hereunto affixed

his or her name, his or her bona fide place of residence, and the number of shares of the capital stock of

the Corporation subscribed and fully paid for by him or her, on this the...... dayof............. ,19...2
- . . : Number of Shares of
Name Place of Residence .
Stock Subseribed
et tensirececanatanenan CeMetearanes seeesaranas Cererreane eteeerearee esresesecsiense
e ea e aeee s e raaaaaeeanecnrantee aenseetetittaneaectaabentastoonns oraaenn Cerresenrerreenans
................ Creesrseteteetansee oo
.....

v wemind
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THE STATE OF TEXAS

County of...iiiiiiiiirinernnnrcaacae

Crseserstrasistecisesanens
tesrsesetitettinetesananns
tettttestanerertttatttoans
B PR
Ceterereiretaceseenseresas
Cevivesessaccaisiettaneses
cesesesereesseiniesecernas
teerisiasestnsacanenssaonn
Cesiessesceretcrseesonnnns
teerecsrreetateataeernanen
lll‘l-lcuolltll'l'lnlil‘ll.
cteeccecsterasstraenenrnen

“dssececresrssnrrsncacinn

'

ssesescssrecosanbaNtnsnee

'.......lll.."l.l.l'll...-

“esssesesesaassereranscns

BEFCRE ME, the undersigned authority, on this day personally appeared......ccceivecnenenscnss
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known to me to be the persons described in and who executed the foregoing instrument and severally

acknowledged to me that they executed the same for the purpose and considerations therein expressed.

IN TESTIMONY WHEREOQF, I have hereunto set my hand and affixed my seal of office this........

L F Y S . W 1 X |:

P R R Y R R T RN

Notary Public,....ovvvviavirenees...County, Texas

ator i ntiii i
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Charter No.......o0ee

CHARTER

Sesseesssass it esvssssetesssassesestsn s

Capital Stock . « « « $eevecccans
Filing Fee . . . . . $.vevvnean .

Franchise Tax . . . $.cvuvennes

Filed in Department of Banking this

Banking Commissioner of Texsas




INDIVIDUAL STATEMENT

To be executed by each Director and Officer of the Charter Application identified below:

L -
Nuoe ‘ Addsens

baving been selected 2a of the proposed
Tutle of Officn

At

Baak

Texas, submit hetewith the following information and a complete and correct statement of my financial condition as of.

19.
Assets Lisbilitie

{2} Cachonhandandinbanks . . ... ..., _— o () Account payable . ... ... ..., ¢ —
(b) Notes and accounts teceivable—considered (b) Notes payable to banks and others, include

good and collecuble . . v ... L L ing relatives . . . oL vl e e
{c) Notes and accounts recaivable—considersd

doubtiul and included at d value {c) Chattel mortgages payable . ... .. P e em————
(d) Merchandire and inventory owned and on *

band—at lower of cost or market value —— _______  (d) Real estate mortgages payable .. ... .o
(¢) Livestock—at current market value , . .. ()1 and taxes due and unpaid . .. ..
(f) Grain and farm products owned and on

hand--at current market value .. .. .. e ({) Loans payable on life insurance . .. ...
{g) Boods, stocks, and other securitiea owned . .

—at current market or estimated actval (g) Judgments outstanding against me . .. 4. —————

value . . L L s e 4 ey s
(b) Mortgages owned — considered good and (b) Other debts and liabilities ( ).

collectible . . .. ... L0l ———
(i) Mortgages d idered doubeful and

included at estimated value . . . ... . ————e
(j) Life i e (Face amount § )

Cash surrender value . . . . ... ... O —

(k) Real estate owned—at faic market value — o
(1) Farm machinery and equipment ~— at esti-

mated value . . .. ...l e e [
{m) Business or industrial machinery and equip- .

ment—at cost, less depreciation . . . . . e (1) Total Habilities . . .. it it e—
(n) Other agsets . . ..o vvvvvecnnnnn e (Y NetWorth . v ov v vaeecnvnnnnns o
(o) Total assets . . .......... et e (k) Total Lizbilities and Net Worth . ... ..

Included value of assets not recorded solely in my name §

Assets pledged or hypothecated valued at $—__________ are pledged to secure notes or obligations aggregating $

q q

1 have additionally , ¢ d or am contingently liable for Jebta of others ing to § of which it is

probable that I will be called upon for payment of §.

1 offer the following named references s to my ability:

T Bave beea identificd with the banking professi years, having served in the capacities showm in the following named banks:

4

Age e Number of years in community where now residing.

Principal Occupation and Title.

Sivoed this the. day of. 19.

Signature
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DEPARTMENT OF BANKING
STATE OF WEST VIRGINIA

CHARLESTON :

APriL TaATION

i

POR

CZRTIPICATY GF AURHOP2TITY

(¢ Tre lommissioner of 2anking of tne ltate of Vest Virginia.

Tre undersigned corvoration heret; applies to the Commissioner of Banking

for authoritr to ergage in the business of a

wder the statutory provisions of

of the Vest Virginia Code.

Corporate Name

Lldress

By (signature)

sfficial Title

Tigned this day of s 19 .

tlegse rrovicde the following information:

by either Sre Fest Virgini:
7

1. (g} “Jere rour irtinles of inenrporction nprrovi
2 S rking or

Bnard »f Banking and Financial Tnetivetions, the Commissiorer of
the Jepzrtment of 3anking?
Atsenh a certifiec copy of your corporate charter.

(%) Give the dete znd county in which your charter is recorded.
Z. nen were your bylaws adorted? __+ Attach =

7
certified copy of ithe minutes of the rmeeting =t wnicn the bylaws were z
and inciude a copr of the byiaws if not 2 part »f the minates.

7. 'nen were sour present directors elecizd?
Aitach & Frtlfl?n copy of the minuteg of we meeting ot whicer your aireetors
vere elected.



4-

-2a

List the name and residence of each of your directors:

When were your present officers elected? .
Attach a certified copy of the minutes of the meeting at which your officers
were elected.

Lis¢ the title, name, residence and salary of each of your officers:

Give the following information concerning your capital stock:
Par value of one share: 3

Number of shares authorized by corporate charter:

Number of shares issued at this time:

b




-3.

8. Give your present capital structure:

Capital Stock $
Surplus $
Undivided Profits ' 3
Capital Notes or Debentures $

Other Capital Accounts:

o
3

TOTATL, CATITAL ACCOUNIS $

Attach a statement of your financial condition (balance sheet) duly verified
under oath by your president or vice-president and your cashier or secretary.

9. On what date do you propose to start doing business as a financial institutior

10. Will your rlace of business be completed, furnished, and all security systems
installed and operating on the above date? If no,
explain.

-

The information contained herein is true and correct to the best of my knowledge
and belief.

Signed

Title

ATTEST:

Date

Title
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APPLICATION TO ORGANIZE

A STATE BANK AND

Dated

THE STATE EXAMINER
Cheyenne, Wyoming

APPLICATION
WE, THE UNDERSIGNED, intending to organize and operate a State Bank in
Wyoming in accordance with the provisions of Wyoming Statutes 1957, Section
13 - 1 through 211, as amended, do hereby make application to the State

Examiner for permission to organize said State Bank, and propose as follows:

1, That the State Bank be located at

Street and number.

of » County of .
Tity = Town

State of Wyoming.

2. That said State Bank shall have the following title:

3, That said State Bank be authorized to issue shares of capital
stock, of said shares to be issued in connection with the organization
of said State Bank for a total consideration of $
to te fully paid. :

4, That the total consideration received by said State Bank for the shares
issued by it be allocated as follows:

Capital $

Surplus

Undivided Profits

Total Consideration $

29 i



5. That

of s

County of , State of , act as sole
and exclusive Agent to represent and appear for the undersigned before the State
Examiner, and to receive all correspondence and documents, in respect to this
Application, in accordance with the annexed Appointment of Agent,

REPRESENTATIONS

THE UNDERSIGNED, for the purpose of inducing the State Examiner to permit
t .e organization of said State Bank, upon the terms and conditions set forth in
the aforesaid Application or upon such other or additional terms and conditions ar
may be required by the State Examiner, and with the intention that the State
Examiner shall rely upon the following, do, for the benefit of the State Examiner,
hereby jointly and severally represent and warrant to the State Examiner as follow-

FIRST, that with respect to Stock issued by the said State Bank to obtain the
total consideration set forth above, the undersigned, as Directors or Shareholders
of the said State Bank or otherwise, will not vote for or in any other manner apprc
of or consent to any sale thereof by the said State Bank for any price other than
$ per Share, unless the State Examiner shall have
approved the same in writing,

SECOND, that the undersigned, as Directors or Shareholders of the said State
Bank or otherwise, will not vote for or in any other manner approve of or consent
to any sale by the said State Bank of any Stock in the said State Bank to or
through any underwriter, broker or dealer, unless the State Examiner shall have
approved the same in writing,

THIRD, that the undersigned have not directly or indirectly paid to or
received from any person, partnership, association, or corporation, any money
or other things of value as a fee, commission, or other compensation for any
service rendered or to be rendered or for any property transferred or to be
transferred, in connection with the organization of the said State Bank, except
as follows: '
Amour:
Name(s) of Payor(s) Name(s) of Pavee(s) Reason Date Paid
(If none, so state)




FOURTH, that the undersigned are not directly or indirectly party to anv
written or oral agreement or understanding to directly or indirectly pay tec or
receive from any person, partnership, association, or corporation, any money or
other thing of value as a fee, conmission, or other compensation for any service
rendered or to be rendered or for any pioperty transferred or to be transferred,
in connection with the organization of the said State Bank, except as follows:
Name(s) of Pavor(s) Name(s) of Pavee(s) o?aggrgggeg% é? 8“351?

(1f none, so state)

FIFTH, that the undersigned, as Directors or Shareholders of the said State
Bank or otherwise, will not personally pay and will not vote for or in any other
manner approve of, consent to, or participate in payment of any charge or expense
incurred by the undersigned or the said State Bank in connection with the organiza-
tion of the said State Bank, unless the State Examiner shall have approved the sarc
in writing and, in such event, the charge or expense will be paid only by the said
State Bank out of funds of the said State Bank.

SIXTH, that the undersigned are not acting in the premises as representative
of or on behalf of or on behalf of any person, partnership, association, or cor-
poration undisclosed to the State Examiner,

SEVENTH, that the undersigned are not directly or indirectly party to any
written or oral agreement or understanding providing for the undersigned or any oth:
person, partnership, association, or corporation to directly or indirectly purchase
any Stock of the said State Bank or providing for the sale, pledge, transfer, or
other disposition of any Stock in the said State Bank to be legally or equitably
owned by the undersigned to or for the benefit of any person, partnership, associat:
or corporation, except as follows:

Name(s) of undersigned Name(s) of other Party(ies) Date and Terr.
Party to the Agreement to the Acgreement of Agreement
{IF NONE, SO STATE)




EIGHTH, that the undersigned are not directly or indirectly party to any
vritten or oral agreement or understanding, undisclosed to the State Examiner, pr<
viding for the szle of ihe assets of the said State Bank to, or werging or consoli-
dating the said State Bank with any other financial institution,

NINTH, that the undersigned acknowledge that any misrepresentation or omissic.
of a merial fact with respect to the foregoing representations or with respect to
other documents or papers submitted by the undersigned to the State Examiner in cc
nection with the organization of the said State Bank shall, unless expressly waive
by the State Examiner, constitute fraud in the inducement and be grounds for denic
of a State Bank Charter in this or any other matter, grounds to require the resign
tion of the undersigned as Directors of the said State Bank, and may subject the
undersigned to other legal sanctions, including those provided for in Title 13,
Wyoming Statutes 1957, '

IN WITNESS WHEREOF, the undersigned have hereunto set our hands on the date
first above written,

Signature Signature

Typed Name

Typed Address

Signature

Typed Name

Typed Address

Signature

Typed Name

Typed Address

Signature

Typed Name

Typed Address

Signature

Typed Name

Typed Address

Typed Name

Typed Address

Signature

Typed Name

Typed Address

Signature

Typed Name

Typed Address

Signature

Typed Name

Typed Address

Signature

Typed Name

Typed Address




MARKETING CRITERIA FOR CHARTERING BANKS
IN UNIT BANKING STATES
By Neil J. Dikeman, Jr.

Major Professor: Rodney E. Evans, Ph.D.

This study was concerned first with the degree to which bank
chartering agencies in unit banking states recognized, either explicitly
or implicitly, the marketing concept in the chartering of banks. Second-
arily, the study examined the degree to which three methods for evaluating
the economic feasibility of establishing banks was applicable to other
types of providers of consumer oriented goods and services.

The establishment of a bank involves a number of steps which are
unique to most business ventures. Because it is a repository for public
and private funds, society has dictated that certain safeguards be provided
and certain conditions be met before a charter for a new bank can be
granted. These conditions, formalized in various state banking codes and
in the National Bank Act (Title 12, U.S.C. 36), are such that entry into
this field is highly restricted and thus are not based on purely demand
and supply relationships but also include such other considerations as
the character of management, the character of organizers, and the poten-
tial impact of a new bank on existing banks. Thus, by regulation a bank
may not be established purely on marketing nor economic considerations.

However, each of the banking codes promulgated by the various unit banking



states and the federal government recognize, in varying degree, the

importance of demonstrating demand or '

'need" for banking services as a
part of the charter granting process.

A comparison of the number of bank charters granted with popula-
tion and income growth and concentration in unit banking states revealed
that little relationship existed between these series during the period
1970 through 1974. Since population and income are generally accepted
determinants of demand for consumer oriented goods and services, the lack
of relationship between the establishment of new banks and growth in de-
mand suggests that the demand for banking services in unit banking states
is only subsidiary to other bank charter qualifications.

Application of methodologies used to forecast the feasibility
(i.e., the demand for and likely support of) of new banks in a unit bank-
ing state to another type of retail stores proved to be less efficient
than other methods now in use. One of the major reasons for the failure
of bank feasibility measurement methods to accurately forecast the trade
potential of other types of retail stores lies in the fact that where the
major portion of the clientele of a retail store are individuals to whom
convenience is important, the bank must often rely heavily on commercial
and industrial customers who consider convenience to be a relatively

unimportant factor.



