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GENERAL INFO RMATIO N

Th e  Com m unity Re inve s tm e nt Act re q uire s  e ach  fe de ral financial supe rvisory age ncy to
us e  its  auth ority w h e n e xam ining financial institutions  subje ct to its  supe rvis ion, to as s e s s
th e  institution’s  re cord of m e e ting th e  cre dit ne e ds  of its  e ntire  com m unity, including low -
and m ode rate -incom e  ne igh borh oods , cons iste nt w ith  safe  and sound ope ration of th e
institution.  Upon conclus ion of e ach  e xam ination, th e  age ncy m ust pre pare  a w ritte n
e valuation of th e  institution’s re cord of m e e ting th e  cre dit ne e ds  of its  com m unity.

Th is docum e nt is  an evaluation of th e  Com m unity Re inve stm e nt Act (CRA) pe rform ance
of Pinnacle  Bank , Aurora, Ne bras k a, pre pare d by th e  Fe de ral Re s e rve  Bank  of Kansas City
(Re s e rve  Bank ), th e  institution’s supe rvisory age ncy, as  of August 9 , 19 9 9 .  Th e  age ncy
rate s  th e  CRA pe rform ance  of an institution cons iste nt w ith  th e  provis ions  s e t forth  in
Appe ndix A to 12 CFR Part 228.
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INSTITUTIO N

INSTITUTIO N’S CRA RATING:  Th is  institution is  rate d "Satisfactory"

An institution in th is  group h as  a satisfactory re cord of h e lping to m e e t th e  cre dit ne e ds
of its  as s e s s m e nt are a, including low - and m ode rate -incom e  ne igh borh oods  or
h ous e h olds , in a m anne r cons iste nt w ith  its  re s ource s  and capabilitie s .

Table  1 indicate s  th e  pe rform ance  le ve l of Pinnacle  Bank  w ith  re s pe ct to th e  le nding,
inve s tm e nt, and s e rvice  te s ts .

Table  1
PERFO RMANCE O N TH E TH REE CRA TESTS

PERFO RMANCE TESTSPe rform ance
  Levels Le nding Te s t Inve stm e nt Te s t Se rvice  Te s t
O utstanding

H igh  Satisfactory X X

Low  Satisfactory X

Ne e ds  to Im prove

Substantial
 Noncom pliance

Th e  bank 's  le nding and s e rvice  te s t re s ults  w e re  ge ne rally strong, and its  pe rform ance
unde r th e  inve s tm e nt te s t w as  cons ide re d satisfactory given th e  lim ite d leve l of
com m unity de velopm e nt activity in th e  im m e diate  are a.  Th e  prim ary conclus ions  of th e
CRA  evaluation are :

• Th e  bank  is  re asonably m e e ting th e  cre dit ne e ds  of its  as s e s s m e nt are a give n its
s ize , financial condition, and re s ource s , and m ak e s  a substantial m ajority of its
loans in th e  as s e s s m e nt are a.

• Th e  distribution of loans  to borrow e rs  of all incom e  leve ls , including low - and
m ode rate -incom e  borrow e rs , and to sm all bus ine s s e s  and sm all farm s  w as
re asonable  and re pre s e ntative  of th e  as s e s s m e nt are a.  Th e  bank  h as  b e en
proactive  in financing affordable  h ous ing de s pite  lim ite d opportunitie s .

• Th e  bank  h as  b e en proactive  in providing com m unity de ve lopm e nt s e rvice s  th at
h e lp addre s s  is sue s  pe rtaining to affordable  h ous ing and low e r incom e  h ous e h old
ne e ds in Aurora.  In addition, th e  bank 's  s e rvice  de live ry syste m s  are  re asonably
acce s s ible  and conve nie nt to all portions  of th e  as s e s s m e nt are a.

• Alth ough  its  ove rall le ve l of q ualifie d inve s tm e nts  is  lim ite d, th e  bank  h as  m ade
inve s tm e nts  in th e  Aurora D eve lopm e nt Corporation and s eve ral oth e r local
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organizations  involve d prim arily in com m unity de ve lopm e nt program s  th at be ne fit
low e r incom e  individuals.  In ge ne ral, th e re  appe ars  to be  lim ite d opportunitie s  for
q ualifie d inve s tm e nts  in th e  as s e s s m e nt are a.
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DESCRIPTIO N O F INSTITUTIO N

Pinnacle  Bancorp, Inc., a bank  h olding com pany bas e d in Ce ntral City, Ne bras k a, ow ns
Pinnacle  Bank  in Aurora, Ne bras k a.  Th e  bank  h as  20 affiliate d bank s  and 6 affiliate d
h olding com panie s  ope rating in Colorado, Iow a, Kansas , Ne bras k a, and W yom ing.

Th e  bank 's  total as s e t s ize , according to its  June  30, 19 9 9  Re ports  of Condition and
Incom e  (Call Re port), w as  $61,155M , w ith  $32,015M  in ne t loans  re pre s e nting a 52.4
pe rce nt s h are .  Th e  bank 's  as s e t s ize , ne t loans , and total de pos its  h ave  all grow n by 5 to
6 pe rce nt in th e  last 12 m onth s .

Th e  bank ’s  m ain office  and one  branch  office  are  locate d in Aurora, Ne bras k a.
Agricultural lending dom inate s  th e  bank 's  loan portfolio, as  illustrate d in Table  2, w h ich
s h ow s  th e  bre ak dow n of th e  bank 's  portfolio as  of th e  June  30, 19 9 9  Call Re port.

Table  2
PINNACLE BANK’S LOAN PO RTFO LIO

Loan Type Am ount ($000) Pe rce nt of Total
Farm land or Agricultural 14,39 8 48.9
1- to 4-Fam ily Re s ide ntial 7,448 25.3
Com m e rcial 4,339 14.7
Consum e r 2,380 8.1
O th e r 869 3.0
Le s s :  Une arne d Incom e (2) (0)
     TO TAL  29 ,432 100.0

Table  2 s h ow s  th at agricultural loans  are  th e  bank 's  prim ary le nding focus , follow e d by
re s ide ntial re al e s tate  and com m e rcial loans , re s pe ctive ly.  All th re e  of th e s e  loan type s
w e re  re vie w e d at th is  e xam ination.  Th e  Fe de ral Re s e rve  Bank  of Kansas City last
e valuate d th e  bank 's  CRA pe rform ance  on Fe bruary 3, 19 9 7.  Th e  bank  w as  rate d
"Satisfactory" at th at tim e .

No legal im pe dim e nts  or factors  re late d to th e  bank 's  as s e t s ize  or financial condition
affe ct its  ability to m e e t as s e s s m e nt are a cre dit ne e ds.

DESCRIPTIO N O F TH E ASSESSM ENT AREA

Th e  bank 's  as s e s s m e nt are a include s  all of H am ilton County, Ne bras k a, an are a in south
ce ntral Ne bras k a, about 50 m ile s  w e s t of Lincoln and 18 m ile s  e ast of Grand Island.  Th e
are a is  not in a m e tropolitan statistical are a (M SA).
H am ilton County is com pris e d of th re e  m iddle -incom e  block  num be ring are as  (BNAs), and
its  19 9 0 m e dian fam ily incom e  of $28,89 4 w as  104.6 pe rce nt of th e  ave rage  for
state w ide  rural are as .  Alth ough  th e  ge ograph ie s  are  de fine d as  m iddle -incom e , th e  are a
h as  a re lative ly low  conce ntration of low -incom e  fam ilie s  and a h igh  conce ntration of
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uppe r-incom e  fam ilie s .  Th e  pe rce ntage s  of low -incom e  fam ilie s  and be low  pove rty le ve l
fam ilie s  are  13 pe rce nt and 5.9  pe rce nt, re s pe ctive ly, s ignificantly low e r th an state w ide
rural are a figure s  of 16.8 pe rce nt and 9 .1 pe rce nt, re s pe ctive ly.  M iddle - and uppe r-
incom e  fam ilie s  in th e  as s e s s m e nt are a com pris e  28.2 pe rce nt and 36.7 pe rce nt,
re s pe ctive ly.  In state w ide  rural are as , m iddle -incom e  fam ilie s  com pris e  25.6 pe rce nt and
uppe r-incom e  fam ilie s  com pris e  37.9  pe rce nt.

Th e  as s e s s m e nt are a h as  an e conom y h e avily re liant on farm ing industrie s  for
e m ploym e nt and pe rsonal e arnings .  In 19 9 7, 30.1 pe rce nt of th e  are a's  pe rsonal incom e
w as  from  farm ing.  Agricultural industrie s  provide d 16 pe rce nt of th e  jobs , w h ich  w as
s e cond to s e rvice s  industrie s  at 24.5 pe rce nt.  A com m unity contact w ith  th e  local
gove rnm e nt indicate d th at alth ough  som e  re s ide nts  of th e  as s e s s m e nt are a com m ute  to
jobs  in ne arby Grand Island, m ost w ork e d in th e  im m e diate  are a.

Th e  bank  is  locate d in Aurora, th e  s e at of H am ilton County.  Ch am be r of Com m e rce
re pre s e ntative s  e s tim ate  Aurora's  19 9 9  population to be  4,300, up 12.9  pe rce nt from  th e
19 9 0 figure  of 3,810.  H ow e ve r, Ce nsus Bure au e s tim ate s  indicate  a county population
incre as e  of 6.9  pe rce nt from  19 9 0 to m id-ye ar 19 9 8, com pare d to a state w ide  population
grow th  of only 5.3 pe rce nt.

Aurora and H am ilton County are  both  h e avily re liant on agri-bus ine s s , alth ough  both  h ave
dive rs e  e conom ie s .  Large  e m ploye rs  include  th e  M e m orial H ospital, Iam s  Pe t Foods ,
Bonna Villa M anufacture d H om e s , and Ne bras k a Ene rgy LLC, a local e th anol
m anufacture r.

Ce nsus  inform ation from  19 9 0 indicate d th at th e  as s e s s m e nt are a h ad a low e r h ous ing
vacancy rate , at 9 .9  pe rce nt, th an th e  11.4 figure  for state w ide  rural are as  in Ne bras k a.
In addition, th e  are a h ad sligh tly m ore  re ntal units  th an state w ide  rural Ne bras k a, at 27.6
pe rce nt and 26.6 pe rce nt, re s pe ctive ly.  Com m unity contacts  indicate d th at w h ile
Aurora's  affordable  h ous ing s h ortage  in th e  e arly 19 9 0's  w as  ne arly critical, th e  s ituation
h as  ch ange d "dram atically" w ith  both  s ingle -fam ily and m ultiple -fam ily affordable  h ous ing
h aving be e n built.

Table  3 be low  include s  a sum m ary and com parison of de m ograph ic and e conom ic
inform ation for th e  as s e s s m e nt are a and state w ide  rural are as .
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Table  3
BANK ASSESSM ENT AREA CO M PARED  TO  STATEW IDE RURAL AREAS

As s e s sm ent Are a Statew ide  Rural
Tract Sum m ary
Total Num be r of Tracts 3 NA

Num be r of M iddle -Incom e  Tracts 3 NA
Incom e  Sum m ary
M e dian Fam ily Incom e $28,89 4 $27,623
     Pe rce nt Low -Incom e  Fam ilie s 13.0 16.8
            Pe rce ntage  Be low  Pove rty Le ve l 5.9 9 .1
     Pe rce nt M ode rate -Incom e  Fam ilie s 20.0 19 .7
     Pe rce nt M iddle -Incom e  Fam ilie s 28.2 25.6
     Pe rce nt Uppe r-Incom e  Fam ilie s 38.7 37.9
Une m ploym e nt Sum m ary
Labor Force  Population (A s s e s s m e nt Are a) 4,377 384,262
     Pe rce nt Une m ploym e nt 2.5 3.4
M isce llane ous  Inform ation
Total Population 8,862 79 1,050
Total H ous ing Units 3,589 343,743
     Pe rce ntage  O w ne r-O ccupie d/Total Units 62.6 62.1
     Pe rce ntage  Re ntal Units  to Total Units 27.6 26.6
     Pe rce ntage  Vacant Units  to Total Units 9 .9 11.4
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CO NCLUSIO NS W ITH  RESPECT TO  PERFO RMANCE TESTS

Th e  conclus ions  re garding Pinnacle  Bank 's  pe rform ance  unde r th e  le nding, inve stm e nt,
and s e rvice  te s ts  are  s um m arize d at th e  be ginning of e ach  s e ction.  Is sue s , facts , and
supporting inform ation re garding pe rform ance  ch aracte ristics  for th e  as s e s s m e nt are a
follow .  A pe e r group of s im ilarly-s ituate d financial institutions  w as  analyze d as  a
conte xtual re fe re nce  to us e  in th e  evaluation of Pinnacle 's  pe rform ance  unde r th e  CRA.
Th e  pe e r group w as  ide ntifie d on th e  bas is  of s im ilaritie s  in as s e t s ize , product type , and
ge ograph ic proxim ity.  Com m unity contacts , including a local gove rnm e nt official and a
bus ine s s  le ade r, provide d inform ation re garding are a cre dit and com m unity de ve lopm e nt
ne e ds and w h e th e r th os e  ne e ds  are  be ing m e t.

LENDING TEST

In as s e s s ing th e  bank 's  pe rform ance  unde r th e  le nding te s t, th e  revie w  focus e d on th e
bank 's  le nding activity, including its  ove rall leve l of le nding and conce ntration of lending
in th e  as s e s s m e nt are a; borrow e r incom e  profile; com m unity deve lopm e nt lending;
re s pons ive ne s s  to cre dit ne e ds of low - and m ode rate -incom e  pe rsons , sm all bus ine s s e s
and sm all farm s; and product innovation and fle xibility.

Th e  bank  is  re asonably m e e ting th e  cre dit ne e ds  of its  as s e s s m e nt are a bas e d on its  s ize ,
financial condition, and re s ource s .  Th e  bank  offe rs  a large  varie ty of cre dit products  th at
h e lp m e e t are a cre dit ne e ds, and a substantial m ajority of loans  are  m ade  w ith in th e
bank 's  as s e s s m e nt are a.  In addition, th e  dis tribution of loans  re fle cts  a good pe ne tration
to borrow e rs  of all incom e  leve ls  and to bus ine s s e s  and farm s  of all s ize s .  Th e  bank
offe rs  fle xible  lending te rm s , including participation in gove rnm e nt loan program s , to
furth e r m e e t th e  cre dit ne e ds of its  com m unity.  Th e  bank 's  leve l of com m unity
de ve lopm e nt le nding and th e  re s pons ive ne s s  of its  cre dit products  to low e r incom e
borrow e rs  is  good, particularly cons ide ring th e  agricultural and bus ine s s  focus  of th e
bank 's  le nding activity.

Lending Activity

Le nding le ve ls  re fle ct a re asonable  re s pons ive ne s s  to th e  cre dit ne e ds  of Pinnacle  Bank 's
as s e s s m e nt are a, give n th e  local e conom y, com pe tition, are a loan de m and, and th e
le nding ph ilosoph y of th e  bank 's  m anage m e nt.  Th e  bank 's  ave rage  ne t loan-to-de pos it
ratio (LTD) is 56.3 pe rce nt, us ing th e  e igh t q uarte rly Call Re ports  file d s ince  th e  last
e xam ination on Fe bruary 3, 19 9 7.  Th is  figure  is  re lative ly low  com pare d to th re e
s im ilarly-s ituate d are a bank s , w h ich  h ad ave rage  LTDs  of 63.8 pe rce nt, 67.3 pe rce nt, and
77.7 pe rce nt for th e  s am e  pe riod.  Th e  figure  is  also low e r th an Pinnacle  Bank 's  state
pe e r group ave rage  of 73.2 pe rce nt and national pe e r group ave rage  of 65.6 pe rce nt.
Th e  bank 's  pe e r group h as  b e en de fine d as  all com m e rcial bank s  w ith  as s e ts  betw e e n
$50 m illion and $100 m illion w ith  tw o or fe w e r bank ing office s  and locate d in a
nonm e tropolitan are a.

Th e  bank 's  re lative ly low  ave rage  LTD is  m itigate d by s eve ral factors .  For e xam ple , th e
bank 's  ave rage  LTD h as  incre as e d s ince  th e  m ost re ce nt com pliance  e xam ination, w h e n it
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w as  52 pe rce nt.  In addition, th e  LTD is  m ore  com parable  to th e  63.8 pe rce nt ratio of th e
only com pe titor bank  locate d in th e  tow n of Aurora.  Th e  oth e r tw o com pe titor bank s  are
locate d in th e  north e aste rn corne r of H am ilton County and do not s h are  th e  s am e  trade
are a, according to th e  m ost re ce nt CRA Public Evaluations  of th os e  bank s .  Anoth e r
factor m itigating th e  low  LTD is  th at ove r h alf of th e  bank 's  loan portfolio is  com pris e d of
agricultural loans, traditionally subje ct to s e asonal fluctuations  and w ide  s w ings bas e d on
m ark e t price s  of live s tock  and crops.

Th e  bank 's  low e r LTD is  also offs e t by th e  fact th at th e  bank  s ells m ore  th an h alf of its
re s ide ntial re al e s tate  loans on th e  s e condary m ark e t.  During th e  s e cond q uarte r of 19 9 9 ,
th e  bank  sold $758M  out of a total of $1,508M  in re s ide ntial loans.  In addition, as  of
June  30, 19 9 9 , th e  bank  h ad on its book s  $3,339 M  in de pos its  from  gove rnm e ntal
e ntitie s , a figure  re pre s e nting 11 pe rce nt of its  total de pos its .  Th e s e  funds  are  ple dge d
and cannot be  loane d out, e ffe ctive ly re ducing th e  bank 's  funds  available  for lending.
Anoth e r factor is  th e  cons e rvative  le nding ph ilosoph y of bank  m anage m e nt and gre ate r
focus  on agricultural/bus ine s s  and re al e s tate  lending, w ith  m uch  le s s  e m ph as is  on
consum e r le nding.

As s e s sm e nt Are a Conce ntration

A substantial m ajority of th e  bank 's  total le nding occurs  w ith in its  as s e s s m e nt are a.  Th is
conclus ion w as bas e d on a statistical sam ple  of 31 re s ide ntial re al e s tate  loans and all of
th e  bank 's  19 9 7 and 19 9 8 sm all farm  (482 loans) and sm all bus ine s s  loans  (170 loans).
Table  4 be low  illustrate s  th e  pe rce ntage  of loans  in e ach  loan cate gory m ade  w ith in th e
bank 's  as s e s s m e nt are a.

Table  4
LOANS W ITH IN TH E BANK’S ASSESSM ENT AREA

Loan Type
Sam ple d

Pe rce ntage
of Loans
Re vie w e d

Pe rce ntage
of Total

Dollar Am ount
Re s ide ntial M ortgage 9 7 9 6
Sm all Bus ine s s 9 6 9 5
Sm all Farm 9 9 9 9

     TO TALS 9 7 9 6

Com bining th e  th re e  products , th e  bank ’s  pe rce ntage  of loans  w ith in its  as s e s s m e nt are a
is  9 7 pe rce nt, w h ich  is  ne arly e q uivale nt to th e  9 6 pe rce nt of loan dollar am ounts  in th e
as s e s s m e nt are a.  Both  figure s  re fle ct th e  bank 's  com m itm e nt to m e e ting cre dit ne e ds  in
th e  im m e diate  are a.

Borrow e rs ' Profile

Th e  bank ’s distribution of loans  to bus ine s s e s  and farm s  of diffe re nt s ize s  and consum e rs
of diffe re nt incom e  le ve ls  is  m ore  th an re asonable  given th e  as s e s s m e nt are a's business
and de m ograph ic ch aracte ristics .  Th e  bank ’s le nding leve ls  re pre s e nt good pe ne tration to
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sm all bus ine s s e s  and sm all farm s .  Table  5 illustrate s  th e  bank ’s le nding activity by s ize  of
bus ine s s  and farm  and indicate s  th e  bank ’s  w illingne s s  to m ak e  s m all bus ine s s  and sm all
farm  loans .

Table  5
DISTRIBUTIO N O F CO M M ERCIAL AND AGRICULTURAL LOAN O RIGINATIO NS

W ITH IN TH E BANK’S ASSESSM ENT AREA BY LOAN AMOUNT

Com m e rcial Loans Agricultural Loans

Re ve nue  Size  of Bus ine s s
or Farm

Pe rce ntage  of
Loans Revie w ed

Pe rce ntage  of
Dollar Am ount

Pe rce ntage  of
Loans Revie w ed

 Pe rce ntage  of
Dollar Am ount

Les s  th an or e q ual to $1M M 100 100 100 100

Greate r th an $1M M 0 0 0 0

TO TAL 100 100 100 100

A revie w  of th e  169  com m e rcial loans and 463 farm  loans originate d w ith in th e  bank ’s
as s e s s m e nt are a s h ow e d th at all w e re  originate d to bus ine s s e s  and farm s  w ith  re ve nue s
le s s  th an $1 m illion.  According to 19 9 8 Dun and Bradstre e t data, 88.2 pe rce nt of th e
bus ine s s e s  in th e  bank ’s  as s e s s m e nt are a h ave  re venue s  of le s s  th an $1 m illion.  Th e
bank ’s  com m e rcial loan distribution to sm all bus ine s s e s  e xce e ds th e  s m all bus ine s s
re pre s e ntation in th e  com m unity, and pe ne tration to sm all farm s  is  e xce lle nt.  In addition,
a substantial m ajority of th e  s m all bus ine s s  and sm all farm  loans  th e  bank  originate d w e re
for sm aller dollar am ounts .  Th is  furth e r de m onstrate s  th e  bank 's  w illingne s s  to e xte nd
low e r dollar loans ne e de d by sm all bus ine s s e s  and sm all farm s .

Table  6 on th e  follow ing page  illustrate s  th e  pe rce ntage  of re s ide ntial re al e s tate  loans
m ade  to e ach  borrow e r incom e  le ve l com pare d to th e  pe rce ntage  of fam ilie s  in th e
as s e s s m e nt are a th at are  de s ignate d low -, m ode rate -, m iddle -, and uppe r-incom e .
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Table  6
PERCENTAGE DISTRIBUTIO N O F LOANS REVIEW ED  W ITH IN TH E BANK’S

ASSESSM ENT AREA BY INCO M E LEVEL O F BO RRO W ER

Ass e s sm e nt Area M e dian Fam ily Incom e : $28,89 4*

Incom e  Level
 of Borrow e r

Pe rcentage  of Consum e r
Loans  Revie w e d

Pe rcentage  of Fam ilie s
w ith in As s e s sm e nt Area **

Low  (Le s s  Th an 50 Pe rce nt
 of M e dian Incom e )         6.7         13.0

M ode rate  (50 To 80
 Pe rce nt O f M e dian  Incom e )          21.6 20.0

M iddle  (80 To 120 Pe rce nt
 O f M e dian Incom e )         36.6 28.3

Uppe r (Gre ate r Th an 120
 Pe rce nt O f M e dian  Incom e )          36.7 38.7

*    Are a M e dian Fam ily Incom e  is based on th e  19 9 7 H UD  e s tim ate d m e dian fam ily incom e .
**  Pe rce ntage  of Fam ilie s  in Assessm e nt Are a is based on 19 9 0 ce nsus data.

Th e  bank ’s  re cord of re s ide ntial re al e s tate  lending to m ode rate -incom e  borrow e rs
e xce e ds  th e  proportion of m ode rate -incom e  fam ilie s  in th e  as s e s s m e nt are a.  W h ile  20
pe rce nt of as s e s s m e nt are a fam ilie s  are  m ode rate  incom e , th e  bank  m ade  21.6 pe rce nt of
re s ide ntial re al e s tate  loans to m ode rate -incom e  borrow e rs .  Th is de m onstrate s  th e  bank 's
strong e fforts  to m e e t th e  cre dit ne e ds of low e r incom e  borrow e rs  in th e  com m unity.

Th e  pe rce ntage  of re s ide ntial re al e s tate  loans  to low -incom e  borrow e rs  is  s im ilar to th e
approxim ate  pe rce ntage  of low -incom e  fam ilie s  w ith in th e  bank ’s as s e s s m e nt are a w h o
are  above  th e  pove rty le ve l.  According to 19 9 0 Ce nsus data, 5.9  pe rce nt of fam ilie s
w ith in th e  as s e s s m e nt are a live  be low  th e  pove rty le ve l and, th us , are  le s s  lik e ly to h ave
sufficie nt financial viability for re s ide ntial re al e s tate  loans  re q uiring h igh e r capital outlays
and m onth ly paym e nts .  Th e  e ffe ctive  loan de m and for re s ide ntial re al e s tate  loans  from
low -incom e  individuals is  ge ne rally re duce d by th e  pe rce ntage  of borrow e rs be low  th e
pove rty le ve l.  Th e re fore , th e  6.7 pe rce nt figure  for th e  bank 's  re s ide ntial le nding to low -
incom e  borrow e rs  is  com parable  to th e  7.1 pe rce nt of as s e s s m e nt are a low -incom e
fam ilie s  above  th e  pove rty le ve l.  In sum m ary, th e  bank 's dispers ion of re al e s tate  loans
to low - and m ode rate -incom e  borrow e rs  s h ow s  good pe ne tration.

D istribution of Le nding Am ong Ge ograph ie s  of D iffe rent Incom e  Levels

Th e  bank ’s  as s e s s m e nt are a is  com pris e d of th re e  m iddle -incom e  BNAs.  Th e  dis tribution
of loan originations  w ith in th e  bank ’s  as s e s s m e nt are a by incom e  le ve l of BNA w as  not
cons ide re d m e aningful s ince  th e  bank  did not h ave  any low - or m ode rate -incom e
ge ograph ie s  w ith in its  as s e s s m e nt are a.

Re spons ive ne s s  to Credit Ne e ds and Product Innovation
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As  Table s  5 and 6 de m onstrate , Pinnacle  Bank  originate s  a re asonable  pe rce ntage  of
loans to low - and m ode rate -incom e  borrow e rs  and a substantial pe rce ntage  of loans to
sm all farm s  and bus ine s s e s .  Alth ough  th e  bank 's  loan products  are  th os e  typically
offe re d by rural bank s  of s im ilar s ize  and location, th e  bank  h as  de m onstrate d fle xibility in
accom m odating th e  cre dit ne e ds  of its  as s e s s m e nt are a.  For e xam ple , th e  bank  offe rs  a
full range  of gove rnm e nt loans , w h ich  are  re lative ly tim e  consum ing and costly to
proce s s .  Th e  gove rnm e nt loan program s  spe cifically targe t low - to m ode rate -incom e
(LM I) individuals  and sm all bus ine s s e s  and farm s .

Since  th e  pre vious  com pliance  e xam ination, th e  bank  h as  originate d and sold on th e
s e condary m ark e t:  4 Ve te rans Adm inistration (VA) h om e  loans  for a total of $239 M , 11
Fe de ral H ous ing Adm inistration (FH A) loans  for a total of $546M , 3 Rural Econom ic and
Com m unity  Deve lopm e nt (RECD) loans  for a total of $128M , and 1 Fe de ral Agricultural
M ortgage  Corporation (Farm e r M ac) loan for $39 M .  Th e  bank  also h as  originate d a
num be r of Sm all Bus ine s s  Adm inistration (SBA) loans , Ne bras k a Inve s tm e nt Finance
Auth ority (NIFA) loans  for first-tim e  LM I h om e  buye rs , Ne bras k a Ene rgy loans used for
h om e  im prove m e nts  for LM I individuals, Farm  Se rvice  Age ncy (FSA) loans , and
Guarante e d Stude nt loans  in am ounts  alre ady include d in th e  LTD.  In addition, th e  bank
offe rs  sm all-dollar consum e r loans; a product usually e xte nde d to low e r incom e
borrow e rs .

Com m unity  Developm e nt Loans

O pportunitie s  to m ak e  q ualifie d com m unity de ve lopm e nt loans , as  define d by th e  CRA,
are  lim ite d s ince  th e re  are  no low - or m ode rate -incom e  BNAs  w ith in th e  as s e s s m e nt are a,
and only lim ite d de ve lopm e nt h as  occurre d w ith in th e  com m unity s ince  th e  m ost re ce nt
com pliance  e xam ination.  D e s pite  lim ite d opportunitie s , th e  bank  h as  finance d activitie s  to
provide  affordable  h ous ing in Aurora and w as  give n cre dit for its  e ffort in th e  as s e s s m e nt
of th e  bank 's  sm all bus ine s s  le nding activitie s .

INVESTM ENT TEST

Th e  bank 's  participation in q ualifie d com m unity de ve lopm e nt inve s tm e nts , as  define d by
th e  CRA, is  re asonable  bas e d upon th e  opportunitie s  w ith in th e  as s e s s m e nt are a and th e
bank 's  s ize .  Th e  as s e s s m e nt are a contains  no low - or m ode rate -incom e  ge ograph ie s  to
targe t for q ualifie d inve s tm e nts .
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Inve stm e nt and Grant Activity

Th e  bank 's  m ost s ignificant inve s tm e nt w as  th e  $5,000 purch as e  of 50 s h are s  of Aurora
D eve lopm e nt Corporation stock , w h ich  w as  e s tablis h e d in part as  an incubator for sm all
bus ine s s  de ve lopm e nt.  Re fe r to additional discus s ion of th e  Aurora D eve lopm e nt
Corporation unde r "Com m unity  Deve lopm e nt Se rvice s " on page  13.

Th e re  are  a lim ite d num be r of organizations  involved prim arily in com m unity de ve lopm e nt
program s th at be ne fit low - and m ode rate -incom e  individuals .  In spite  of th e  lack  of low -
and m ode rate -incom e  ge ograph ie s  and h igh  conce ntration of m iddle - and uppe r-incom e
fam ilie s , th e  bank  h as  m ade  th e  follow ing q ualifie d donations :  (1) $100 annually and an
additional one -tim e  $1,000 contribution to Th e  Ce llar Youth  Ce nte r, cre ate d to offe r a
safe  and cle an atm osph e re  for disadvantage d te e nage rs  to as s e m ble  (2) $1,000 annually
to th e  H am ilton County M iniste rial Se rvice s  us e d to h e lp fam ilie s  in financial ne e d (3)
$1,000 annually to th e  Aurora Ele m e ntary Sch ool to purch as e  s upplie s  for ch ildre n of LM I
fam ilie s; (4) $1,000 annually to th e  H am ilton County Food Pantry; (5) $250 to th e
Ce ntral Ne bras k a Goodw ill Industrie s; and (6) $200 to th e  Rural Ente rpris e  A s s is tance
Proje ct (REAP), form e d to provide  s m all bus ine s s  m anage m e nt training.

Re spons ive ne s s  to Com m unity  Developm ent Ne e ds

Th e  bank  pre s ide nt h as  be e n ve ry active  ove r th e  ye ars  in th e  Aurora D eve lopm e nt
Corporation and th e  Aurora H ous ing D eve lopm e nt Corporation; both  discus s e d m ore  fully
be low .  Both  groups  h ave  be e n instrum e ntal in addre s s ing th e  com m unity's affordable
h ous ing ne e ds  and th e  ne e ds of local sm all bus ine s s e s .  Com m unity contacts  state d th at
affordable  h ous ing is  no longe r a proble m  in Aurora.

SERVICE TEST

Acce s s ibility of D elivery Syste m s

Th e  bank 's  de live ry syste m s  are  re asonably acce s s ible  and ge ne rally convenie nt to all
portions  of th e  as s e s s m e nt are a, bas e d on th e  bank 's  s ize  and re s ource s .  Se rvice s  do not
vary in a w ay th at inconvenie nce s  ce rtain portions  of th e  com m unity, particularly LM I
individuals.  Th e  institution provide s  an ade q uate  le ve l of com m unity de ve lopm e nt
s e rvice s .

Th e  bank  h as  one  full-s e rvice  office  locate d in th e  ce ntral bus ine s s  dis trict of Aurora.
Th is  facility is re asonably acce s s ible  to th e  e ntire  as s e s s m e nt are a.  Th e  h ours  of
ope ration are  M onday th rough  Friday from  9 :00 a.m . to 3:00 p.m . and Saturday,
9 :00 a.m . to noon.  Th e  bank  also h as  a drive -th rough  facility at 16th  &  M  Stre e ts  ope n
from  7:45 a.m . to 5:30 p.m . on M onday th rough  Friday and 7:45 a.m . to noon on
Saturday.  Also locate d at th e  drive -th rough  facility is a full-s e rvice , 24-h our Autom atic
Te lle r M ach ine  (ATM ).  In addition, a cas h -dis pe ns e r ATM  h as  b e en installe d s ince  th e
previous  e xam ination at th e  Pum p &  Pantry Convenie nce  Store  at 1304 Q Stre e t in
Aurora.  Custom e rs  can us e  de bit cards  at non-proprie tary ATM s .  Th e re  is  also a nigh t
de pos itory at th e  bank .
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In addition, th e  bank  offe rs  s eve ral innovative  sy ste m s  for th e  de live ry of bank ing
s e rvice s .  For e xam ple , s e niors  ove r th e  age  of 55 can obtain Golde n Club ch e ck ing
accounts  w ith  a m inim um  balance , no s e rvice s  ch arge s , inte re s t paid m onth ly, and fre e
cas h ie rs ' ch e ck , trave le rs  ch e ck s , notary s ervice , copy s e rvice , and ch e ck s .  Stude nt
accounts  h ave  s im ilar fe ature s .  Th e  bank  h as  also form e d a partne rs h ip w ith  M e m orial
H ospital th at allow s  th e  h ospital to guarante e  low -inte re s t loans  us e d by LM I individuals
w ith out m e dical insurance  to pay th e ir h ospital bills .  Th e  bank  curre ntly h as  one  s uch
loan on its  book s .

O th e r s e rvice s  offe re d by th e  bank  include  trust s e rvice s , e le ctronic bank ing, and bank  by
m ail.  Te le bank ing h as  also be e n introduce d s ince  th e  pre vious  e xam ination and include s
ch e ck ing and savings  account inform ation, loan inform ation, funds  transfe r, and loan or
bill paym e nt.

Com m unity  Developm e nt Se rvice s

Bank  m anage m e nt h as  tak e n a ve ry proactive  approach  in addre s s ing is s ue s  pe rtaining to
affordable  h ous ing and LM I h ous e h olds  in th e  com m unity of Aurora.  Bank  Pre s ide nt Rod
Rude busch  w as  pre s ide nt of th e  Aurora H ous ing D eve lopm e nt Corporation (A H DC) from
th e  date  of its  form ation in 19 9 0 until 19 9 8, and is  curre ntly on its board of dire ctors .
A H DA is  a nonprofit corporation form e d unde r Se ction 501(c)(3) of th e  Inte rnal Reve nue
Code s  for th e  purpos e  of building affordable  h ous ing.  M r. Rude busch  provide d financial
and te ch nical as s is tance  to AH DC in its  application for a grant unde r th e  Ne bras k a
Com m unity  Deve lopm e nt Block  Grant Program  (CDBG).  Th e s e  funds  are  available  as
dow n paym e nt as s is tance  to LM I borrow e rs .  Low e ring th e  am ount of th e  dow n paym e nt
allow s  th e  borrow e r to low e r th e  am ount of th e  m ortgage  and q ualify for fe de rally-
guarante e d m ortgage s  at a leve l to m atch  th e ir curre nt incom e .  In addition, A H DC
as s is te d th e  city of Aurora in obtaining CDBG funds  to build affordable  h ous ing.  Since
th e  m ost re ce nt com pliance  e xam ination, nine  h ous e s  h ave  be e n built.  O f th e  40 units
built s ince  19 9 0, fam ilie s  q ualifying as  LM I fam ilie s  h ave  purch as e d 87 pe rce nt.  Also
s ince  th e  previous  e xam ination, th re e  apartm e nt buildings  of 6 units  e ach  h ave  be e n built
w ith  14 of th e  18 units  targe te d for LM I individuals.

M r. Rude busch  is  also on th e  board of dire ctors  for th e  Aurora D eve lopm e nt Corporation
(ADC).  ADC's  m is s ion is  to im prove  th e  e conom ic conditions  of H am ilton County by
e ncouraging inve s tm e nt in agriculture , m anufacturing, bus ine s s , h ous ing, and com m unity
facilitie s .  Th e  group s e rve s  as  an incubator for sm all bus ine s s e s .  For q ualifie d
bus ine s s e s , ADC as s is ts  in th e  arrange m e nt of industrial de ve lopm e nt bonds , com m unity
de ve lopm e nt block  grants , sm all bus ine s s  loans, and oth e r gove rnm e ntal program s .  Th e
ADC coordinate s  activitie s  w ith  th e  Ne bras k a D e partm e nt of Econom ic D eve lopm e nt, th e
Ne bras k a Te ch nical As s is tance  Ce nte r, and th e  Ne bras k a Job Se rvice s .  A bus ine s s
advisory te am , com pris e d of are a bus ine s s  e xe cutive s , m e e ts  w ith  and advis e s  th os e
partie s  s e e k ing to start th e ir ow n bus ine s s e s .
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CO M PLIANCE W ITH  TH E ANTIDISCRIM INATIO N LAW S AND REGULATIO NS

No substantive  violations  of th e  antidiscrim ination law s  and re gulations  w e re  ide ntifie d.
Furth e rm ore , a re vie w  of bank  policie s , cre dit applications , loans , and inte rvie w
proce dure s  re veale d no proh ibite d practice s  de s igne d to discourage  loan applicants .   



APPENDIX A

SCO PE O F EXAMINATIO N

SCO PE O F EXAMINATIO N

TIM E PERIOD  REVIEW ED H om e  Purch as e  11/25/9 8 - 5/25/9 9
Sm all Bus ine s s  &  Sm all Farm  1/1/9 7 - 12/31/9 8

FINANCIAL INSTITUTIO N

Pinnacle  Bank
Aurora, Ne bras k a

PRODUCTS REVIEW ED

H om e  Purch as e
Sm all Bus ine s s
Sm all Farm

Th e  bank  is  ow ne d by Pinnacle  Bancorp, and th e  bank 's  tw e nty bank ing affiliate s
and s ix h olding com pany affiliate s  are  locate d in Colorado, Iow a, Kansas , Ne bras k a
and W yom ing.  H ow e ve r, loans  originate d by th e  bank 's  affiliate s  w e re  not
cons ide re d for purpos e s  of th is  e xam ination.

LIST O F ASSESSM ENT AREAS AND TYPE OF EXAMINATIO N

ASSESSM ENT AREA
TYPE O F

EXAM INATIO N
BRANCH ES
VISITED

O TH ER
INFO RMATIO N

Nebras k a

BNAs 9 89 1, 9 89 2, 9 89 3

O n-Site Not applicable


