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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 eval uation of the CRA performance of Dacotah Bank, Lemmon,
Sout h Dakota, prepared by the Federal Reserve Bank of M nneapolis, the
institution's supervisory agency, as of April 15, 1996. The agency rates the
CRA performance of an institution consistent with the provisions set forth in
Appendi x Ato 12 CFR Part 228.

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

Several factors support the bank's satisfactory rating. First, the bank has
mai nt ai ned a reasonabl e | oan-to-deposit ratio. Second, the bank has
originated a substantial portion of its loans within its assessnent area.
Third, a substantial portion of the bank's consunmer |oans are to | ow and
noder at e-i nconme borrowers. Also, a significant majority of the bank's snal
farm and business | oans are to businesses with revenues of $1 nmillion or |ess.
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The tabl e bel ow i ndi cates the performance |evel

of Dacot ah Bank,

Dakota, with respect to each of the five performance criteria.

Lenmon, South

SMALL | NSTI TUTI ON
ASSESSMENT CRI TERI A

Dacot ah Bank

PERFORVMANCE 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 | ncones and to
Busi nesses of Different
Si zes

Ceographic Distribution of
Loans

X

Response to Conpl aints

No conpl aints were received since the prior

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 neet the credit
needs of the assessment area effectively. According to the Decenber 31, 1995,
Report of Condition ("RCC'), the bank's total assets are approximtely $70
mllion. Total assets have renmai ned steady over the last 12 nonths. The
bank's total gross |oans have increased from$38.7 mllion as of Decenber 31,
1994, to $41.8 mllion as of Decenmber 31, 1995. According to the bank, the
increase is due to normal |oan demand fromits various borrowers. Based on
the bank's total | oans, the |oan portfolio consists of 65%agricultural, 15%
conmercial, 11% consumer real estate, 6% consuner, and 3% conmerci al rea
estate.

The bank's main office is in Lemmon, South Dakota; it has a full -service
branch in Bison, South Dakota. The bank's operating hours have been expanded
to all ow greater access and service to residents of the assessnent area. The
bank offers a full array of |oans, deposit products, and services, including a
conmunity roomin its basenent. Its |oan products include comerci al
agricultural, real estate, consuner, and student |oans. The bank has
underwitten various |oans through federal - and state-guaranteed credit
prograns.

DESCRI PTI ON OF THE ASSESSMENT AREA:  ADAMS, CGRANT, AND Sl QUX COUNTI ES
NCRTH DAKOTA, AND PERKI NS, CORSQN, AND Z| EBACH COUNTI ES, SCQUTH DAKOTA

The bank's assessnent area consists of three counties in North Dakota and
three counties in South Dakota. These six counties enconpass seven bl ock
nunbering areas ("BNA"). The bank and its branch are | ocated in Perkins
County, South Dakota, which is BNA 9983. Adanms County, North Dakota, has two
BNAs, 9655 and 9656. Sioux County, North Dakota, is BNA 9660; Corson County,
Sout h Dakota, is BNA 9861; and Grant County, North Dakota, is BNA 9658. A
portion of Sioux County and all of Corson County contain the Standi ng Rock

I ndi an Reservation. The eastern edge of these counties borders the M ssouri
River. Ziebach County, South Dakota, is BNA 9871 and contains a portion of

t he Cheyenne River Indian Reservation

According to the 1990 census, the assessnent area has a total popul ation of

18, 782. Perkins County, South Dakota, has a total population of 3,932

Lemmon, South Dakota, is situated on the north end of the county, close to the
Nort h Dakota border. Bison, South Dakota, is |ocated approximately 40 miles
sout hwest of Lemmon and is the county seat of Perkins County. According to
bank managenent and various contacts, Perkins County's general popul ation has
declined over the |last few years because of the |lack of job opportunities in
the area.

CRA divides inconme levels into four categories: |owinconme, noderate incone,
m ddl e i ncone, and upper income. Because the bank's assessnment area is not in
a netropolitan statistical area, the categorization of a borrower or BNA's
incone is deternmined relative to the statew de nonnetropolitan nedian famly
incone. Lowincone individuals have inconmes 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 at |east 80% but |ess
than 120% of the statewi de nonnmetropolitan nedian famly incone. An

i ndi vidual with an inconme that is 120% or nore of the statew de
nonnetropolitan median famly income is considered an upper-inconme person

BNAs and census tracts are classified using simlar categories based on the

| evel of the nmedian famly income in the geography.

As previously nentioned, the bank's assessnment area consists of six counties
and seven BNAs. Three BNAs in the bank's assessnment area are categorized as
noderate inconme: 9660, Sioux County, North Dakota; 9861, Corson County, South
Dakot a; and 9871, Zi ebach County, South Dakota. These three noderate-incone
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BNAs conprise the eastern side of the assessnment area. According to 1990
census data, these three BNAs have a total popul ation of 10,176, or 54% of the
total popul ation of the assessnment area. However, there are only 2,970
househol ds in the three noderate-income BNAs, as conpared with 3,430
househol ds in the m ddle-incone BNAs. The nedi an househol d i ncone for the
assessment area is $17,740. According to 1990 census data, approxinmately 31%
of the households are classified | owinconme and 18% noderate incone. The
remai ning 51% are classified as m ddl e and upper incone.

Bank managenent and community contacts indicated that nuch of the area around
Lemmon is sparsely popul ated. The bank is a sizeable distance fromthe | arger
towns in the eastern section of the assessnent area. The assessnment area's
main industry is agriculture, with an enphasis on livestock production. Bank
managenent and comunity contacts consider the |ocal econony to be stable;
however, livestock prices continue to be depressed. Contacts indicated that
the agricultural econony will continue to suffer in the near future because of
depressed livestock prices and reductions in federal farm subsidies. The
maj or enployers in Lenmon are a manufacturing conpany, which has approxi mately
150 enpl oyees, a hospital, and the |ocal school district. The nmajor enployers
in Bison are the county governnent and a tel ephone cooperative.

Exam ners conmuni cated with several contacts in the assessnent area, including
a local governnent official, a businessperson, and a resident with contacts on
a local Indian reservation. Information fromthese contacts was used in

eval uating the assessnment area and the bank's CRA perfornance.

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A

The bank has done a satisfactory job of neeting the credit needs in its
assessment area. The criteria detailed below were reviewed in determning
this rating.

Loan-to-Deposit Rati o Anal ysis

The bank's | oan-to-deposit ratio neets the standard for satisfactory
performance. Based on quarterly ROC data, the bank's average net | oan-to-
deposit ratio since the prior evaluation is 64% The ratio has ranged froma
hi gh of 66% as of the Septenber 30, 1995, ROC, to a |low of 60% as of the
Decenber 31, 1994, ROC. The ratio has increased as a result of normal |oan
grow h and deposit fluctuations.

There are a nunber of conpetitor financial institutions that serve portions of
the bank's assessment area. The following table reflects how conpetitor banks
conpare with the bank regarding net | oans to deposits since the |ast

eval uation. The total assets are based on Decenber 31, 1995, ROCC data.

Total Assets Aver age Loan-t o- Deposit

Banks (I'n thousands) Rati o
Subj ect Bank $70, 031 64%
Conpetitor A $40, 847 64%
Conpetitor B $25, 506 64%
Conpetitor C $33, 105 73%
Conpetitor D $24, 165 65%
Conpetitor E $24, 983 38%
Conpetitor F $15, 313 61%
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The bank's | oan-to-deposit ratio is consistent with that of conpetitor banks,
even though it is the largest institution in ternms of total asset size.
Contacts identified the bank as a leading | ender in the assessnent area. In
addition, the bank has underwitten several Bureau of Indian Affairs-
guaranteed | oans in the noderate-income BNAs. Based on these facts, the |oan-
to-deposit ratio nmeets satisfactory standards.

Lendi ng i n Assessnent Area

The bank's lending in its assessnent area exceeds standards for satisfactory
performance. Based on a statistical sanple of its |oan originations, the bank
originated a substantial majority to borrowers residing in the assessnent

area. The following table reflects the percentage of the total nunber and
dol Il ar volune of |oans by |oan type originated inside the assessnent area.

Total Nunber of Total Dollar
Maj or Product Line Loans Amount of Loans
Agricul tural / Smal | 94% 96%
Busi ness
Consuner 89% 87%

As indicated in the table, the two major product categories reviewed were
agricultural and small business | oans and consuner | oans. As previously

menti oned, the primary business in the assessnent area is agriculture. The
percentages for agricultural and small business | oans correspond to the
agricultural nature of the assessment area. The slightly snaller percentages
for consuner loans are attributed to fornmer assessnent area residents who have
nmoved out of the area but still borrow fromthe bank. The high concentration
of lending in the assessnment area, representing nearly all the bank's
originations, exceeds satisfactory standards.

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

The bank's record of lending to borrowers of different incone levels and to
busi nesses of different sizes exceeds satisfactory perfornmance. As previously
di scussed, CRA breaks incone into four levels: |ow, noderate, middle, and
upper. Because the assessnent area is not located in a netropolitan
statistical area, the nedian famly incone is determned in relation to the
statewi de nonnetropolitan median famly income for both North Dakota and South
Dakota. Also, according to 1990 census data, the nonnetropolitan nedi an
famly income for the assessnment area is $21, 263; the nonnetropolitan medi an
fam |y inconme for North Dakota is $26,195 and $25,547 for South Dakota. The
assessment area's nmedian famly income is 81% of the North Dakota statew de
average nedian famly incone and 83% of the South Dakota statew de average.

The table below illustrates the bank's distribution of |oans by incone |evel
Distribution of Loans by Income Level in the Assessnent Area*
Moder at e M ddl e Upper

Loan Type Low | nconme I ncone I ncone I ncone
Consuner
Per cent age of Tot al 45% 21% 15% 19%
Loans
Per cent age of Tot al 42% 14% 22% 21%
Loan Anounts
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*Income | evel is determ ned based on the 1995 statew de nedian famly
i ncome of $30,400 for North Dakota and $30, 100 for South Dakot a.

The | oan sampl e data indicates that the bank originated a substantial majority
of its consumer loans to | ow and noderate-incone borrowers. According to
1990 census data, 31% and 18% of the households in the assessnent area are
classified as | ow and noderate incone, respectively. The bank nade 66% of its
consuner |oans to | ow and noderate-inconme individuals. This |level of |ending
exceeds the percentage of |ow and noderate-incone individuals in the
conmunity. The table also reflects that the bank provided 56% of the tota

| oan amounts to | ow and noderate-i ncome borrowers

The bank has a strong record of lending to small business and agricul tural
borrowers. The file sanple reveal ed that the bank originates |oans to
agricultural and business entities regardless of their revenue level. Only
one agricultural or business borrower in the sanple had revenues greater than
$1 million. This is significant considering that agricultural and commrercia
| oans are 80% of the bank's loan portfolio. Al nost all the bank's business
and agricultural loans in its assessnent area had | oan ambunts of $100, 000 or
less. Specifically, 90% of the |oans had amounts of $100, 000 or |ess, 8% had
anounts greater than $100,000 but |less than or equal to $250,000, and 2% had
anounts greater than $250,000 but less than $1 mllion. The good
concentration of consunmer |loans to | ow and noderate-inconme borrowers and the
extensive penetration of small dollar agricultural borrowers exceeds standards
for satisfactory performances.

Ceographic Distribution of Loans

The bank's | oans are well distributed throughout the assessnent area and neet
the standards for satisfactory performance. As previously nmentioned, the
bank's assessnent area includes three noderate-incone and four m ddl e-i ncone
BNAs. The table belowillustrates the distribution of the bank's loans in the
noder at e- and m ddl e-i nconme ar eas.

Type of Loan Moder at e | ncome M ddl e | ncone
Smal | Busi ness/Agricul tural :
Per cent age of Total Loans 14% 86%
Percent age of Total Loan 24% 76%
Amount s
Consuner :
Percent age of Total Loans 1% 99%
Percent age of Total Loan 1% 99%
Amount s

Al t hough the bank has few |l oans in the noderate-incone BNAs, there are severa
reasons for this fact. First, both bank offices are located in a m ddl e-
income BNA. Two additional mddle-incone BNAs are cl ose to the bank's main

of fice. Second, although the mgjority of the assessnment area's residents
reside in the noderate-i ncone BNAs, these three BNAs are in the eastern
portion of the bank's assessment area and are a consi derabl e di stance fromthe
bank and its branch. Bank staff and contacts indicated that a nunber of
residents in these BNAs conduct business with financial institutions closer to
their hones, rather than drive to Lemmpon, South Dakota. A tribal contact

i ndi cated that a nunber of tribal residents bank in Mandan, North Dakota, and
Sel fridge and Mbridge, South Dakota. The contact indicated that nopst
reservation residents do not bank in Lenmmon, South Dakota, because it is too
far away.
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CGener a

The eval uation did not reveal any violations of the substantive or technica
provi sions of the fair housing and fair lending | aws and regulations. In
addi tion, the bank has not received any CRA conplaints since the previous
eval uati on.
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PUBLIC DISCLOSURE

April 15, 1996
Date of Evaluation

COMMUNITY REINVESTMENT ACT
PERFORMANCE EVALUATION

Dacotah Bank
Name of Depository Ingtitution

094608400000
I dentification Number of Ingtitution

Lemmon, 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.



