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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 Q Bank, Fort Benton
Mont ana, prepared by the Federal Reserve Bank of M nneapolis, the
institution's supervisory agency, as of Qctober 7, 1996. The agency rates the
CRA performance of an institution consistent with the provisions set forth in
Appendi x Ato 12 CFR Part 228.

INSTITUTION' S CRA RATING: This institution is rated " Qutstanding."

Several factors support the bank's outstanding rating. First, the bank has
consistently mai ntained a high | oan-to-deposit ratio since the |ast

eval uation. Second, based on an analysis of the bank's loans, it lends to
borrowers of many different incone levels and to small businesses and farns.
Third, it lends to persons and busi nesses throughout the assessment area and
actively originates | oans to businesses |ocated in the noderate-incone
geography in the assessnent area. Fourth, it has nade a mgjority of its | oans
within its assessnent area. Finally, its services significantly enhance
credit availability in its assessment area. For instance, it has a branch
office in the only noderate-incone bl ock nunbering area ("BNA") in the
assessment area. There are no other banking facilities in this BNA
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The followi ng table indicates the perfornmance | evel

Mont ana, with respect to each

of Q Bank, Fort Benton,
of the five performance criteria.

SMALL | NSTI TUTI ON
ASSESSMENT CRI TERI A

Q BANK

FORT BENTON, MONTANA

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
Different | ncone Levels and
to Busi nesses of Different
Si zes

Ceographic Distribution of
Loans

X

Response to Conpl aints

No CRA conpl aints were received
since the previous eval uation.
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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 effectively. The bank

recei ved an outstanding rating at its |last CRA evaluation. According to the
bank's June 30, 1996, Report of Condition ("ROC'), its total assets are
approximately $13.4 mllion. The bank's volune of net |oans and deposits have
increased $2.2 million and $2.6 nillion, respectively, since the previous
evaluation. A significant portion of the bank's |loan portfolio includes
agriculture-related | oans, which mrrors the agricultural nature of the loca
econony. According to the bank's June 30, 1996, ROC, agricultural |oans
conprise 64% of the bank's portfolio. The remainder of the portfolio includes
21% comercial, 9.5%real estate, 5% consuner, and .5% other | oans.

The bank offers many types of |oan products that serve |local residents' credit
needs. Its agricultural products include farmand ranch lines of credit,
operating loans, termloans, and real estate nortgage | oans. To suppl enent
its conventional agricultural |oan prograns, the bank offers Farm Service
Agency- guar ant eed and -subordi nated | oans. Conmercial custonmers may obtain
conventional |loans for start-up funds, inventory financing, and real estate
purposes. The bank also offers Small Business Admnistration loans. 1In
addition to its agricultural and conmrercial products, the bank provides a
variety of consunmer real estate and consumer |oan products. The bank's | oan
products appear appropriate for its comunity's credit needs.

DESCRI PTI ON OF ASSESSMENT AREA

The bank defines its assessnent area as a portion of Chouteau County, Mbntana,
that includes two BNAs: 9715 and 9716. The bank's nain office is located in
Fort Benton, Montana (BNA 9715), approximately 45 miles northeast of G eat
Falls, Montana; its branch office is |located in Geral dine, Montana (BNA 9716),
approxi mately 30 m | es southeast of Fort Benton. The bank al so has an
automated teller machine ("ATM') at its Fort Benton office. Based on 1990
census data, the bank's assessment area has a popul ation of 3, 818.

CRA divides inconme levels into four categories: |ow, noderate, mddle, and
upper. Because the bank's assessnent area is not in a nmetropolitan
statistical area, the categorization of a borrower or BNA's inconme is
determned relative to the statew de nonnetropolitan nedian fam ly incone.
Lowi ncone i ndi vi dual s have incones of |ess than 50% of the statew de
nonnetropolitan median famly income, while noderate-incone individuals have
i ncomes of at |east 50% but |ess than 80% of this anount. The regul ation
defines a mddl e-incone individual as one with an incone of at |east 80% but
| ess than 120% of the statew de nonnetropolitan nedian i ncome. An individua
with an incone that is 120% or nore of the statew de nonnetropolitan nmedi an
i ncome i s considered an upper-income person. BNAs are classified using
simlar categories based on the level of the median famly income in the

geogr aphy.

BNA 9716 is classified as noderate incone, while BNA 9715 is classified as

m ddl e i ncome. The assessnent area's noderate-income BNA contains about 29%
of the area's popul ation. According to 1990 census data, the assessnent
area's nedian famly incone is $25,139, while the nedian famly incone for
nonnmetropolitan areas in Mntana is $27,352. The assessnent area has 1, 465
househol ds and 1,087 famlies. Approximately 13% of the assessnent area's
househol ds and 12% of its famlies have inconmes bel ow the poverty level. The
di stribution of household and famly incone for the assessnment area is
summari zed in the follow ng table:

ASSESSMVENT AREA PCPULATI ON BY | NCOVE LEVEL

Low Moderate M ddle Upper
Unit of Measure | ncone | ncone | ncone | ncone
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Per cent age of Househol ds 19% 17% 24% 40%
Conpared to Medi an
Househol d I ncone

Percentage of Famlies 18% 25% 21% 36%
Conpared to Medi an
Fam |y I nconme

Agriculture is the domnant industry in the assessnment area. According to
conmuni ty contacts and bank enpl oyees, wheat farmng and cattle ranching are
the region's primary agricultural activities. Recent wheat stemsawfly

i nfestati ons have had a negative effect on the region's wheat crop. However,
ot her sectors of the econony, mainly tourism have experienced significant
gromh in recent years.

Exam ners contacted several nenbers of the community as part of the bank's CRA
eval uation, including a government official and school representative.
Information fromthese contacts was used in evaluating the bank's CRA

per f or mance.

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A
The bank has done an outstanding job of neeting the credit needs in its
assessment area. The criteria discussed bel ow were reviewed in determ ning

this rating.

LOAN- TO DEPCSI T RATI O ANALYSI S

The bank's | oan-to-deposit rati o exceeds the standards for satisfactory
performance based on its consistently high | evel and the bank's community
devel opnent | oans. Since the previous evaluation, the quarterly average of
the bank's | oan-to-deposit ratio is 79% The chart on the foll owi ng page,
based on quarterly ROC data, shows that the bank's rati o has been consistently
hi gh since the [ ast eval uation.
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NET LOANS DEPGCSI TS NET LOAN- TO

DATE (I n t housands) (I n thousands) DEPCSI T RATI O

June 30, 1996 $10, 047 $11, 632 86%
March 31, 1996 $ 8,856 $11, 902 74%
Decenmber 31, 1995 $ 9,235 $11, 811 78%
Sept enber 30, 1995 $ 8,687 $11, 054 79%
June 30, 1995 $ 8,092 $10, 751 75%
March 31, 1995 $ 7,140 $ 9,980 72%
Decenber 31, 1994 $ 7,874 $ 9,062 87%

The chart above shows the seasonal fluctuations in the bank's |oan volune as a
result of the advances and paydowns on agricultural lines of credit. Loan and
deposit volume has increased substantially since the |ast evaluation. Bank
managenent attributes sone of this growh to anticipation about the bank's
expansi on efforts.

As listed in its June 30, 1996, Uniform Bank Perfornmance Report ("UBPR"), the
bank's | oan-to-deposit ratio was 86% which places the bank in the 96th
percentile in relation to its peer group. The follow ng chart shows June 30,
1996, UBPR data for the subject bank and two conpetitors:

Total Assets Loan-t o- Deposi t
Bank Name (In mllions) Rati o
Q Bank $13. 4 86%
Bank A $63. 6 69%
Bank B $13.7 94%

The subj ect bank's June 30, 1996, |oan-to-deposit ratio conpares favorably
with one conpetitor and is significantly above the other. The quarterly
average net | oan-to-deposit ratios for the bank and its conpetitors show a
simlar pattern. The bank, bank A, and bank B have the follow ng quarterly
net | oan-to-deposit ratios, respectively: 79% 67% and 86%

The bank made several significant comunity devel opment | oans since the | ast
evaluation. First, it financed a relocation loan for a |ocal professiona
whose clients principally reside in the assessnent area's noderate-income BNA
Second, it financed a loan for inprovenents to a |ocal medical center that
serves many residents of the nmoderate-income BNA. Third, it provided funding
for a city water project located in the noderate-incone BNA. Based on its
conmuni ty devel opnent | ending and the apparent |ack of any unnet credit needs
in the assessnent area, the bank's | oan-to-deposit ratio exceeds the standards
for satisfactory performance

COVPARI SON OF CREDI T EXTENDED | NSI DE AND QUTSI DE THE ASSESSMENT AREA

A statistical review of the | oans originated by the bank in the six nonths
precedi ng the evaluation reveals that a magjority of its |oans were made inside
the assessnent area. The table on the follow ng page shows the percentage of

| oans within the assessnent area based on total nunber and anount in each
maj or | oan category.
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PERCENTAGE OF LOANS | N THE ASSESSMENT AREA

Total Nunber Total Anount
Loan Type of Loans of Loans
Smal | Farm 73% 81%
Consuner 69% 68%
Based on the concentration of lending within the assessment area for all |oan

types in the sanple, the bank's lending in the assessnent area neets the
standards for satisfactory performance.

LENDI NG TO BORRONERS OF DI FFERENT | NCOVE LEVELS AND TO BUSI NESSES OF DI FFERENT

SI ZES

The bank's |l evel of lending to individuals of different inconmes and to

busi nesses of different sizes exceeds the standards for satisfactory
performance. As nentioned previously, the bank's primary focus is
agricultural and commercial |ending, followd by consuner |ending. The
definition of a small farmor business is one with gross annual revenues of
$1 nmillion or less. As the following table illustrates, all of the bank's
agricultural and comercial borrowers in the CRA sanple are snall businesses
or farms.

DI STRI BUTI ON OF LOANS BY BORROAER REVENUES

Annual Revenue Annual Revenue
Loan Type < $1 nillion > $1 nmillion

Agri cul tural
and Commer ci al 100% 0%

In addition, a substantial majority of the loans for agricultural and
comrercial borrowers were for anmounts |ess than or equal to $250, 000.
Specifically, 99%of the agricultural and comrercial |oans had anmounts bel ow
or equal to this amount. Furthernmore, 81% of the agricultural and conmerci al
| oans had amobunts |l ess than or equal to $100, 000.

As shown on the foll owi ng page, the bank rmade 79% of its consumer |oans to

| ow and noderate-income borrowers. As previously discussed under the
Description of Institution section, consunmer |oans conprise 5% of the bank's
total loan portfolio. Low and noderate-inconme househol ds conprise 36% of the
assessment area's popul ation. The bank's consuner lending to | ow and
noder at e-i nconme individuals significantly exceeds the percentage of these
individuals living in the assessnent area. The remaining consuner |oans are
evenly distributed between the m ddl e- and upper-incone categori es.
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DI STRI BUTI ON OF LOANS | N THE ASSESSMENT AREA
BY BORRONER | NCOMVE LEVEL*

Low Moder at e M ddl e Upper
Loan Type | nconme | ncone | ncone | nconme
CONSUVER
Total Number of Loans 67% 12% 12% 10%
Total Amount of Loans 42% 19% 15% 24%

*Income | evel based on Montana's 1996 nonmetropolitan nmedian famly
i ncone of $34, 700.

The bank's enphasis on agricultural and commercial lending to small businesses
and farms, together with the high percentage of its consuner |oans to | ow and
noder at e-i ncome borrowers, denonstrates a strong conmtnment to neeting the
credit needs of all segnents of the conmunity and exceeds the standards for
satisfactory perfornance.

GEOCGRAPHI C DI STRI BUTI ON OF LQANS

The bank's | oans are well distributed between the assessnment area' s noder at e-
and m ddl e-income BNAs. As nentioned previously, the bank's assessnent area
i ncl udes one noderate- and one m ddl e-i ncone BNA. The followi ng table
illustrates the distribution of the bank's | oans between these two BNAs.

DI STRI BUTI ON OF LOANS | N ASSESSMENT AREA CGEOCGRAPHI ES

Moder at e- M ddl e-
Type of Loan | ncome BNA | nconme BNA
Smal | Busi ness and Farm
Per cent age of Total Loans 50% 50%
Percent age of Total Loan Anounts 46% 54%
Consuner:
Percent age of Total Loans 58% 42%
Percent age of Total Loan Amounts 54% 46%

The bank originated more than 50% of its loans to residents of the assessnent
area's noderate-incone BNA. This level of lending is significant considering
that only 29% of the assessnment area's residents live in this BNA. Thus, the
bank's lending in the noderate-income area exceeds the percentage of the
popul ation living in this area. The bank's distribution of |oans between its
assessnment area's noderate- and m ddl e-i ncone BNAs exceeds the standards for
satisfactory perfornance.
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SERVI CES

The bank has an excellent record for providing services that enhance credit
availability in its assessnent area. On July 1, 1996, Ceral dine State Bank
Geral dine, Montana, relocated its charter to Fort Benton, Mntana, and nade
its Ceraldine office a branch, giving the newy named Q Bank two | ocations to
serve custoners. The Ceral dine branch office is |located in the assessnment
area's only noderate-income BNA. [In addition, the bank's new nain office in
Fort Benton is located just outside the noderate-income BNA, it provides
services to many noderate-inconme individuals who frequent this bank | ocation
The bank also installed a new ATMat its nmain office |ocation in Fort Benton
that provides after-hours banking services to many noderate-i ncone

i ndividuals. This ATM di spenses cash only and does not accept deposits. The
bank offers a new 24-hour tel ephone banking service for all its custoners.
The bank's | evel of services hel ps support its outstanding CRA rating.

GENERAL

The eval uation did not reveal any violations of the substantive provisions of

the fair housing and fair lending | ans and regul ati ons. The eval uation

reveal ed one violation of the technical aspects of Regulation B--Equal Credit

Qpportunity Act. Bank nanagenent promised to correct this violation pronptly.
In addition, the bank has not received any CRA conpl ai nts.
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PUBLIC DISCLOSURE

October 7, 1996
Date of Evaluation

COMMUNITY REINVESTMENT ACT
PERFORMANCE EVALUATION

Q Bank
Name of Depository Ingtitution

093004300000
I dentification Number of Ingtitution

Fort Benton, Montana
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.



