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GENERAL | NFORVATI ON

The Community Reinvestnent Act ("CRA") requires each federal financia

supervi sory agency to use its authority when exam ning financial institutions
subject to its supervision to assess the institution's record of neeting the
credit needs of its entire conmunity, including | ow and noderate-incone

nei ghbor hoods, consistent with the safe and sound operation of the
institution. Upon conclusion of such exam nation, the agency nust prepare a
witten evaluation of the institution's record of meeting the credit needs of
its community.

Thi s docunment is an evaluation of the CRA performance of Dacotah Bank

Mobri dge, South Dakota, prepared by the Federal Reserve Bank of M nneapolis
the institution's supervisory agency, as of March 18, 1996. The agency rates
the CRA performance of an institution consistent with the provisions set forth
in Appendix Ato 12 CFR Part 228.

I NSTITUTION S CRA RATING: This institution is rated " Satisfactory."

Several major factors contribute to the bank's CRA rating. First, the bank
has continued to maintain a reasonabl e | oan-to-deposit ratio since the

previ ous eval uation. Second, the bank has made a substantial portion of its
loans to residents in its assessnment area. Third, the bank has originated a
significant nunber of |oans to borrowers of all incone |levels residing in all
areas of its assessnment area. Finally, the bank has a reasonable distribution
of | oans between geographies of different incone |evels.
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The following table indicates the perfornmance | evel of

Dacot ah Bank,

Mobr i dge,

Sout h Dakota, with respect to each of the five perfornmance criteria.

SMALL | NSTI TUTI ON
ASSESSMENT CRI TERI A

DACOTAH BANK, MOBRI DCGE, SOUTH DAKOTA

PERFORMANCE LEVELS

Exceeds
St andar ds
for
Satisfactory
Per f or mance

Meet s
St andar ds
for
Satisfactory
Per f or mance

Does Not Meet
St andar ds
for
Satisfactory
Per f or mance

Loan-to-Deposit Ratio

X

Lendi ng i n Assessnment Area

Lendi ng to Borrowers of
D fferent | ncones and to
Busi nesses of Different
Si zes

Ceographic Distribution of
Loans

X

Response to Conpl aints

No conplaints were received since the

previ ous eval uati on.
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DESCRI PTI ON OF | NSTI TUTI ON

Based on its size and financial condition, the bank is able to nmeet the credit
needs of the conmunities in its assessnent area. According to the bank's
Decenber 31, 1995, Report of Condition ("ROC'), its total assets are
approximately $53.1 mllion. The bank's volunme of |oans and deposits have
remai ned stable since the previous evaluation. The bank's |oan portfolio
consists of 60% agricultural, 25%real estate (15%agricultural, 4%
conmercial, and 6% residential), 8% consuner, and 7% comercial |oans. An
analysis of the ROCs for the quarters since the previous evaluation reveals
little change in the loan m x, except for some seasonal variations.

The bank's only office is in Mbridge, South Dakota. Chartered in 1910, the
bank has not opened or closed any offices since the previous evaluation. The
bank's facilities allowit to provide its products and services to its entire
assessnment ar ea.

The bank has tailored its comercial nmarketing strategy to neet the
agricultural financial needs of its assessment area. To hel p neet these
needs, the bank offers a full array of products and services. The bank al so
offers a variety of real estate, agricultural, comercial, and consuner |oans.
The credit products and services offered by the bank are appropriate for a
smal |, rural comunity.

DESCRI PTI ON OF THE ASSESSMENT AREA

The bank defines its assessnment area as Canpbell, Corson, Dewey, and Wal worth
counties, South Dakota; the counties are located in the north-central portion
of the state. The bank's office is located in Mbridge, which is in the

nort hwest corner of Walworth County and is 110 miles north of Pierre, South
Dakota, the state capital. Corson County is part of the Standing Rock Indian
Reservation, which is headquartered in Fort Yates, North Dakota. Dewey County
is part of the Cheyenne River Indian Reservation, which is headquartered in
Eagl e Butte, South Dakota. According to the 1990 census, the assessnent area
has a popul ation of 17,770. The town of Mbridge has a popul ati on of 4,174.
The mnority popul ation, primarily American |Indians, conprises 35.2%of the
total assessnment area popul ation. The minority percentages by county are
Canpbel | at 0.7% Corson at 48.8% Dewey at 66.9% and Walworth at 8.4%

CRA divides inconme levels for borrowers into four categories: |ow inconeg,
noderate i nconme, mddle inconme, and upper income. Because the bank's
assessment area is not in a nmetropolitan statistical area, the categorization
of a borrower or block nunmbering area's ("BNA") inconme is determned rel ative
to the statew de nonmetropolitan nmedian famly income. Lowincone borrowers
have i nconmes of |ess than 50% of the statew de nonnmetropolitan nedian famly
i ncone, while noderate-incone borrowers have incones of at |east 50% but |ess
than 80% of this amount. The regul ation defines a m ddl e-i nconme borrower as
one with an incone of at |east 80% but |ess than 120% of the statew de
nonnetropolitan median famly income. A borrower with an inconme that is at

| east 120% or nore of the statew de nonnetropolitan nmedian famly income is
consi dered upper income. BNAs are classified using simlar categories based
on the level of the nedian famly incone in the geography.

The bank's assessnment area is divided into five BNAs. BNA 9861 (Corson
County) and BNA 9881 (Dewey County) are designated as noderate income. The
popul ati on of these two BNAs, both of which are on Indian reservations, totals
9,728, 54% of the assessment area's popul ation. BNAs 9851 and 9852 (\Val worth
County) and BNA 9841 (Campbell County) are designated as m ddl e i ncone.
According to 1990 census data, the assessment area's nmedian famly incone is
$20, 650, while the nedian famly income for nonnetropolitan areas in South
Dakota is $25,547. Al though the assessnent area is classified as mddle
i ncome, the population is concentrated in the | ower- and upper-incone ranges.
Specifically, 32%of the area's households are classified as | ow incone, 17%
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are noderate incone, 17%are mddle income, and 34% are upper incone. The
assessment area's nedi an househol d i ncone of $16,892 is substantially bel ow
the area's median fanmily income of $20,650. Mre than 28% of the househol ds
in the assessnent area are bel ow the poverty | evel

The econony of the bank's assessnment area is based primarily on agricul ture.
Tourismis a developing industry in the area with increasing interest in
sport fishing and an | ndi an-owned casi no near Mbridge. According to the
February 1996 South Dakota Labor Bulletin, which is published nonthly by the
Sout h Dakota Departnment of Labor, 7,174 people in the assessment area are in
the | abor force; the unenploynment rate is approximtely 5.7% Unenpl oynent
varies significantly anong the counties in the assessment area, ranging from
Canpbel | at 3.7%and Walworth at 4.4%to Corson at 6.0% and Dewey at 8.5%
The area's unenpl oynent percentage is expected to drop as seasonal enpl oynent
needs i ncrease.

The agricultural sector is split between |ivestock and grain production

Corson and Dewey counties, which are west of the Mssouri R ver, are primarily
i vestock production areas. Canpbell and Walworth counties are small grain
production areas. For the past several years, the area's livestock industry
has experienced | ow prices for livestock and high prices for feedstuffs,
resulting in little or no profitability. The grain production areas have
benefited fromhigh prices for grains and feedstuffs for the past severa
years. However, changes in federal farm subsidies and forecasts for continued
low prices in the livestock sector may affect the area' s econony negatively.
Tourismcontinues to expand in the Mbridge area as the comunity pronotes
sport fishing in the Cahe Reservoir and gam ng at the |ocal casino. Residents
of the assessnent area travel to Mbridge for food and ot her basic services.
Residents travel primarily to Aberdeen, South Dakota, or Bismarck, North
Dakota, for clothing and entertai nment.

During the eval uati on, exam ners contacted several governnent officials and
individuals famliar with conditions on the two Indian reservations |ocated in
t he assessnent area. The contacts indicated that affordable housing was
needed. The contacts also indicated they were unaware of unnet credit needs
in the bank's assessnent area.
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CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A

The bank's performance in nmeeting the credit needs of its assessnent area is
satisfactory. The criteria detailed below were evaluated in determning this
rating.

LOAN- TO DEPCSI T RATI O ANALYSI S

The bank's lending | evels nmeet the standards for satisfactory perfornmance.
According to the bank's Decenber 31, 1995, RCC, the bank's net | oan-to-deposit
ratio was 43.7% Since Septenber 30, 1994, the quarterly average of the
bank's net |oan-to-deposit ratio has been 44.8% The follow ng chart, based
on quarterly ROC data, shows that the bank's |oan-to-deposit ratio has been
consi stent since the previous eval uation.

Net Loans Deposits Loan-t o-
Dat e (in thousands) | (in thousands) | Deposit Ratio

Decenmber 31, 1995 $20, 341 $46, 573 43. 7%
Sept enber 30, 1995 $20, 209 $44, 430 45. 5%
June 30, 1995 $20, 331 $44, 142 46. 1%
March 31, 1995 $19, 756 $44, 673 44. 2%
Decenber 31, 1994 $20, 184 $46, 416 43. 5%
Sept enber 30, 1994 $20, 338 $44, 181 46. 0%

The following table shows the total assets as of Decenber 31, 1995, and the
average quarterly |l oan-to-deposit ratios since Septenber 31, 1994, for three
ot her area banks, none of which has an office in Mbridge.

Total Assets Quarterly Average
Bank Name Decenber 31, 1995 Loan-to-Deposit Ratio
Subj ect Bank $53, 055 44. 8%
Bank A $113, 694 76. 7%
Bank B $29, 975 68. 0%
Bank C $17, 622 54. 3%

Each of these institutions represents the only financial institution inits
respective community. Conversely, there are several conpeting financial
institutions located in the city of Mbridge. Each of the Mbridge
conpetitors is a branch of a larger institution and, as such, |oan-to-deposit
ratio information is not available for them Wile the bank's average ratio
is lower than both smaller and |arger area banks, the ratio is satisfactory
for a bank in a small agricultural community with strong conpetitors.

Conmunity contacts did not indicate that there are any unnmet credit needs in
the comunity.
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COVPARI SON OF CREDI T EXTENDED | NSI DE AND QUTSI DE THE ASSESSMENT AREA

A review of a statistical sanple of |oans originated by the bank since the
previ ous eval uation reveals that a substantial majority of its | oans was made
inside its assessnent area. The follow ng table shows the percentages for the
nunber and dol | ar volume of major |oan products that were inside the
assessnment area.

PERCENTAGE OF LOANS | N THE ASSESSMENT AREA
Maj or Loan Product Lines Total Nunber Tot al Anount
of Loans of Loans
Farm and Busi ness 95% 86%
Residential Real Estate 100% 100%

This |l evel of concentration in the assessnent area exceeds the standards for
satisfactory performance. As noted in the table, the vast mgjority of all the
bank's | oans are within the assessnent area.

DI STRIBUTION OF CREDIT WTH N THE ASSESSMENT AREA

Lending to Borrowers of Different Inconmes and to Businesses of Different Sizes

A review of the distribution of Ioans to borrowers of different income |evels
shows that the bank adequately provides |oans to borrowers of all incone

| evel s and, thus, neets the standards for satisfactory performance. The

i nconme |level of residential real estate borrowers is conpared to the nedian
famly income for a famly residing outside a netropolitan statistical area in
Sout h Dakota. As discussed previously, the assessnent area nedian fanmly

i ncome based on the 1990 census is $20,650, or 80.8%of the level for
statew de nonnetropolitan areas. The bank's distribution of |oans by incone

[ evel is shown in the follow ng table.

DI STRI BUTI ON OF LOANS BY | NCOVE LEVEL | N THE
ASSESSVENT AREA*

Low Moder at e M ddl e Upper
Loan Type I ncome I ncome I nconme I ncone

Resi dential Real Estate

Percent age of Total Loans 12% 15% 27% 46%
Percent age of Total Loan 5% 17% 20% 58%
Amount s

*Income | evel is based on the 1995 Sout h Dakota nonnetropolitan nedian famly
i ncone of $30, 100.

Data in the table show that the bank nmade 27% of its residential real estate
loans to | ow and noderate-income borrowers. As noted previously, 49% of the
area's households are classified as | ow and noderate income. In the two
noder at e-i ncome BNAs, only 44% of the housing units are owner occupied. @Gven
the limted nunber of affordable honmes |ocated in the area and the | ow income
| evel of many residents of the assessnment area, this level of residential real
estate lending to | ow and noderate-incone residents is reasonable.

The size and vol ume of agricultural and commercial | oans appear reasonable for
the bank as well. Al the comrercial and agricultural |loans in the sanple
were made to borrowers with less than $1 million in gross annual revenues.
Alnost all the loans in the sanple (86% had | oan anmounts | ess than or equal
to $100,000. Another 11% had | oan anounts greater than $100, 000 but |ess than
or equal to $250,000. Only 2% of the |oans had anounts between $250, 000 and
$1 nmillion. The bank's level of lending to | ow and noderate-income real
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estate borrowers and to small businesses and farns neets the standards for
satisfactory perfornance.

Ceographic Distribution of Loans

The bank's | oans are distributed in a reasonabl e manner throughout the
assessment area. As such, the geographic distribution of the bank's | oans
nmeets the standards of satisfactory performance. As previously nmentioned, the
bank's assessnment area includes two noderate- and three m ddl e-i ncome BNAs.

The following table illustrates the distribution of the bank's |loans in the
noder at e- and mi ddl e-i ncone areas.

DI STRI BUTI ON OF LOANS | N ASSESSMENT AREA GECCGRAPHI ES
Moder at e- M ddl e-
Type of Loan I nconme BNAs I ncone BNAs

Smal | Busi nesses and Farns:
Per cent age of Total Loans 46% 47%
Percent age of Total Loan Amounts 42% 58%
Resi dential Real Estate Loans:
Per cent age of Total Loans 25% 75%
Percent age of Total Loan Amounts 42% 58%

The tabl e indicates that the bank makes 46%of its snall business and farm

| oans in the noderate-income BNAs, where about 55% of the assessnment area's
popul ation resides. The table also indicates that only 25% of the bank's
residential real estate |oans are to residents of the noderate-incomes BNAs.

Al though this figure appears somewhat |low, it should be noted that about 39%
of the households in the noderate-incone BNAs have inconmes bel ow t he poverty
level. Many residents of these BNAs may not qualify for real estate |oans.

In addition, comunity contacts indicated a need for affordable housing in the
assessment area. As such, |ower-incone residents nmay not have many
opportunities to purchase housing. The bank's activity in the noderate-incone
areas is, therefore, adequate.
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CGener a

The eval uation did not reveal any violations of the substantive or technica
provisions of the fair lending |laws and regulations. In addition, the bank
has not received any CRA conpl aints since the previous eval uation
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PUBLIC DISCLOSURE

March 18, 1996
Date of Evaluation

COMMUNITY REINVESTMENT ACT
PERFORMANCE EVALUATION

Dacotah Bank
Name of Depository Ingtitution

094610200000
I dentification Number of Ingtitution

Mobridge, South Dakota
Address of Ingtitution

Federal Reserve Bank of Minneapolis
250 Marquette Avenue
Minneapolis, Minnesota 55401-2171

NOTE: This evaluation is not, nor should it be construed as, an assessment of the financial condition of
thisingtitution. The rating assigned to this ingtitution does not represent an analys's, conclusion,
or opinion of the federal financial supervisory agency concerning the safety and soundness of this
financial ingtitution.



