Small Ingtitution Performance Evaluation
FFIEC November 13, 1995

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 community, 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 The Northwestern
Bank, Chippewa Falls, Wsconsin, prepared by the Federal Reserve Bank of

M nneapolis, the institution's supervisory agency, as of Novenber 4, 1996.
The agency rates the CRA performance of an institution consistent with the
provisions set forth in Appendix Ato 12 CFR Part 228

I NSTI TUTION' S CRA RATING: This institution is rated " Satisfactory."”

Several factors support the bank's satisfactory rating. First, the bank
mai nt ai ns a reasonabl e | oan-to-deposit ratio. Second, the bank has nmade a
significant nunber of its loans within its assessnent area. Third, based on
an anal ysis of the bank's |oans, the bank | ends to borrowers of many different
inconme levels and to small businesses. Finally, the geographic distribution
of the bank's | oans ampong geographies of different inconme levels is
reasonabl e.
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The followi ng table indicates the perfornmance | evel
with respect to each of the five performance

Chi ppewa Fal | s,
criteria.

W sconsi n,

of The Nort hwest ern Bank,

SMALL | NSTI TUTI ON
ASSESSMENT CRI TERI A

THE NORTHWESTERN BANK
CH PPEVWA FALLS, W SCONSI N

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 | ncone Levels and
to Busi nesses of D fferent
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 effectively neets the
credit needs of the assessnent area. The bank operates full-service offices
in Chippewa Falls, Cornell, and Thorp, Wsconsin. The bank al so operates a
payi ng and receiving station in Lafayette, Wsconsin. |In addition, the bank
has three automated teller machines ("ATM') in Chippewa Falls and ATMs in

Laf ayette, Thorp, Cadott, Eau Claire, and Cornell, Wsconsin. Al the bank's
ATMs have 24-hour access except the ATMs | ocated at grocery stores in

Laf ayette and Cornell. These two ATMs are available for public use only while
the grocery stores are open for business. The bank received a satisfactory
rating at its |last CRA eval uation

According to its Septenber 30, 1996, Report of Condition ("ROC'), the bank had
total assets of approximately $146.5 mllion. Since June 30, 1995, the bank's
net | oans and deposits have I ncreased by approximately $7.3 mllion and

$1 million, respectively. |In addition, the bank's total assets increased by
approximately $1 mllion. The bank's average net |oan-to-deposit ratio since
June 1995 is about 62% Its |oan-to-deposit ratio as of Septenber 30, 1996
has increased slightly since the [ast CRA evaluation. The bank's |oan
portfolio is conposed of approximately 73%real estate (37% residential rea
estate), 13% commercial, 7% consuner, 6% agricultural, and 1% ot her | oans.

The conposition of the bank's |loan portfolio reflects the level of demand for
specific types of |oans by residents of the assessnent area

The bank offers a variety of |oan products to help neet the credit needs of

residents and businesses within its assessnent area. It extends open- and
cl osed-end consuner, residential real estate, agricultural, and commerci al
loans. In addition to offering these conventional |oan products, the bank

participates in Small Business Adm nistration and Farm Servi ce Agency
government | oan progranms. The bank al so offers Wsconsin Housi ng Econom c
Devel oprment Authority | owincone, first-tine honmebuyer | oans and participates
in several |ocal governnent |oan and grant prograns.

DESCRI PTI ON OF THE NORTHWESTERN BANK' S ASSESSMENT AREA

The bank's assessment area is defined as Clark, Eau daire, and Chippewa
counties, Wsconsin. dark County is conposed of bl ock nunbering areas
("BNA") 9501 through 9508. The assessnment area further includes the Eau
Claire netropolitan statistical area ("MSA"), conprised of Eau Claire and

Chi ppewa counties. The bank's Chippewa Falls, Cornell, and Lafayette offices
are | ocated in Chippewa County, while the bank's remaining office (Thorp) is
located in dark County. BNAs 9502 and 9508 are designated as noderate

i ncome, while the remaining six BNAs in Clark County are m ddl e income

Except for Eau Claire and Chippewa Falls, the MBA is rural and nost of the
census tracts are located in or near these two cities. There are 32 census
tracts in the Eau Claire MSA. The tracts are as follows: 101, 102, 103, 104,
105, 106, 107, 108, 109, 110, 111, and 112, all located in Chi ppewa County;
and tracts 1, 2, 3.01, 3.02, 4, 5.01, 5.02, 6, 7, 8 8.01, 8.02, 9, 10, 11,
12, 13, 14, 15, and 16, which are located in Eau Caire County. The NMSA
includes 1 | owincome census tract (106), 4 noderate-incone (1, 6, 11, 109),
21 mddl e-i ncone, and 6 upper-incone census tracts (3.02, 8, 8.01, 8.02, 9,
10) .

According to 1990 census data, the population for the assessnent area is
169,190. O these assessnent area residents, 137,543 individuals reside in
the MBA, while the remaining 31,647 reside in the BNA tracts. The popul ation
of Eau daire, Chippewa Falls, and Thorp is 58,702, 13,000, and 677,
respectively, according to 1995 popul ati on esti nmates.

CRA divides inconme levels into four categories: |ow, noderate, mddle, and
upper. The categorization of a borrower's or geography's inconme is deterni ned
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relative to the MSA nedian famly income for MSA areas and the statew de
nonnetropolitan median famly income for non-MBA areas. Lowincone

i ndi vi dual s have incomes of |ess than 50% of the MSA or the statew de
nonnetropolitan nmedian 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 MSA or the statew de nonnetropolitan nedian famly
incone. An individual with an incone that is 120% or nore of the MSA or the
statew de nonnetroplitan nmedi an i ncone is considered an upper-incone person
BNAs and census tracts are classified using simlar categories based on the
| evel of the nmedian famly income in the geography.

As of the 1990 census, the median famly incone in the MBA is $31, 613,
conpared with the assessnent area's nedian famly incone of $30, 653

According to 1990 census data, the statewi de nonnetropolitan median famly
income in Wsconsin is $30,290. There are 43,250 fanilies and 61, 719
househol ds in the assessnent area. Based on 1990 census data, the nedian
househol d i ncone for the assessment area is $25,187, conpared with the MA's
nedi an househol d i ncone of $25,876 and Wsconsin's nonnetropolitan medi an
househol d i ncone of $25,322. Approximately 9% of the fanmilies and 13% of the
househol ds in the assessnent area have incomes bel ow the poverty |evel.

The chart bel ow shows the assessment area's popul ation distribution by census
tract or BNA incone |evel

PCPULATI ON DI STRI BUTI ON
BY CENSUS TRACT CR BNA | NCOVE LEVEL

Popul ati on Per cent age
Low i ncone 500 0
Moder at e i ncome 22,877 14
M ddl e i ncone 121, 598 72
Upper income 24,215 14
Tot al 169, 190 100

The distribution of assessnment area famlies and househol ds by inconme level is
summarized in the follow ng table.
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ASSESSVENT AREA PCPULATI ON DI STRI BUTI ON
BY FAM LY OR HOUSEHOLD | NCOVE LEVEL

Low Moderate Mddle Upper
Unit of Measure I ncone |ncone |ncone | ncone

Per cent age of 19 19 26 36
Fam | i es Conpared

to Median Famly

| ncome

Per cent age of 24 17 20 39
Househol ds

Conpared to

Medi an Househol d

| ncone

Exam ners contacted one governnent official and two civic | eaders as part of
the bank's CRA evaluation. Information fromthese contacts was used to help
eval uate the bank's CRA performance.

According to conmunity contacts and bank managenent, the |ocal econony of
Eau G aire is healthy and unenpl oynent is about 3.3% |In addition, despite
tremendous growt h, there is no housing shortage because housi ng has kept pace
with demand. Major |ocal manufacturers include Pope & Tal bot, Inc., Eau
Claire Press Co., Allen-Bradley Co., Inc., and Nestle Food Conpany. The
econony of Chippewa Falls is "very sound" and unenpl oynent is not a concern at
| ess than 3% Cray Research, Inc., and Johnson WNMatthey are the | argest
enpl oyers in Chippewa Falls. Thorp's econony depends heavily on agriculture.
The standard of living for individuals in this comunity rises and falls with
the condition of the area's agricultural econony. Dairy farmng is the area's
maj or agricultural activity. The |ocal econony is described as being in "good
shape, " and unenpl oynment is not a concern

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A

The bank's performance in meeting the credit needs in its assessnent area is
consi dered satisfactory. The following criteria were analyzed to determne
this rating.

LOAN- TO DEPCSI T RATI O ANALYSI S

The bank's | oan-to-deposit ratio is reasonabl e and, as such, neets the
standards for satisfactory performance. The quarterly average of the bank's
net |oan-to-deposit ratio is approximately 62% since the previous eval uation
The followi ng chart, based on quarterly ROC data, shows that the bank's ratio
has steadily increased from58%to 65% since the previous CRA evaluation. The
steady increase in the net |oan-to-deposit ratio is attributed to the bank's
busi ness marketing efforts. A large deposit during the third quarter affected
t he bank's Septenber 30, 1996, |oan-to-deposit ratio.
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Net
Net Loans Deposits Loan-t o- Deposi t
Dat e (I n thousands) (I n thousands) Rati o
June 30, 1995 $72,612 $124, 249 58. 4%
Sept enber 30, 1995 $75, 390 $124, 651 60. 5%
Decenber 31, 1995 $77,474 $127, 236 60. 9%
March 31, 1996 $78, 925 $123, 181 64. 1%
June 30, 1996 $79, 339 $122, 117 64. 9%
Sept enber 30, 1996 $79, 895 $125, 276 63. 8%

As listed in the June 30, 1996, Uniform Bank Performance Report ("UBPR'), the
bank's net | oan-to-deposit ratio was 65% which placed the bank in the 36th
percentile in relation to its peer group. There are no conparably sized
financial institutions in the bank's nmain service area. Qher than the bank
all financial institutions in Chippewa Falls are branch operations. Based on
| oan demand and the | ack of any identified unnet credit needs in the
assessment area, the bank's | oan-to-deposit ratio neets the standards for
satisfactory perfornance.

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

A review of a statistical sanple of the |oans originated by the bank since the
| ast CRA evaluation reveals that a substantial majority of its | oans were nmade
inside its assessnent area. The follow ng table shows the percentages for
nunber and dollar volume of major |oan product lines that were inside the
assessnent ar ea.

PERCENTAGE OF LOANS | N THE ASSESSMENT AREA

Maj or Loan Total Nunber Total Doll ar
Pr oduct Li nes of Loans Anount of Loans
Consurmer 81 79
Resi dential Real Estate 85 84
Smal | Busi ness/ Agri cul tur al 91 89

According to Hone Mrtgage Disclosure Act ("HVDA'") data, the bank originated
193 | oans, or about 5% of the 3811 total nmade in the MSA during 1995. Four
other lenders originated nore |l oans. No | enders are domi nant HVDA | enders in
t he assessnent area, which has |loans from99 different reporters. There is
significant conpetition anong financial institutions in the assessnent area
for real estate |oan originations.

According to HVDA data, the bank reported 56 | oans fromresidents outside the
Eau G aire MsA, about 21% of all [oans nade by the bank in 1995. In 1995 the
bank approved 83% of applications received fromoutside the MSA. This |eve
of activity outside the MSA is reasonable given that al nost 19% of the
assessment area's population |lives outside the MBA
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The | evel of concentration in the assessnent area shown in the preceding table
exceeds the standards for satisfactory performance. As discussed previously,
real estate loans conprise 73%of the bank's |oan portfolio, and the bank nmade
alnmost all of its residential real estate |loans in the assessnent area. As
noted in the table, the vast majority of all the bank's loans are within the
assessnment ar ea.

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

SI ZES

The bank's record of lending to borrowers of different incone levels is very
good and, as such, exceeds the standards for satisfactory performance. The
bank provides consunmer and residential real estate |oans to individuals of al
i ncone | evels, as shown in the follow ng chart.

DI STRI BUTI ON OF LOANS | N THE ASSESSMENT AREA
BY BORROAER | NCOMVE LEVEL*

Low Moderate M ddle Upper

Loan Type | nconme Incone |Inconme | ncone
RESI| DENTI AL REAL ESTATE
Total Nunber of Loans 9% 29% 33% 29%
Total Amount of Loans 10% 25% 30% 35%
CONSUMER
Total Nunber of Loans 44% 30% 18% 9%
Total Ampbunt of Loans 32% 36% 22% 11%

*Income | evel based on Wsconsin's 1996 nonnetropolitan median famly incone
of $37,700 and the Eau daire MSA nedian famly inconme of $38, 700.

The data in the table indicate that the bank originated 38% of its residenti al
real estate loans to | ow and noderate-incone individuals. Residential rea
estate | oans conprise approximately 37% of the bank's total |oan portfolio.
This level of residential real estate | ending seens nore than reasonabl e given
t he nunmber of conpeting financial institutions in the bank's assessnent area.
As di scussed previously under the Description of Institution section,

approxi mately 41% of the assessnent area' s househol ds have | ow and noderate

i ncones. The bank's consuner |lending to | ow and noderate-incone individuals
significantly exceeds the percentage of these individuals living in the
assessment area. The bank made approximately 74% of its consuner loans to

| ow and noderate-income borrowers. The remaini ng consunmer and residentia
real estate loans are divided between the m ddl e- and upper-income categori es.

Al of the bank's commercial and agricultural borrowers are snall busi nesses
and farms. Al small farmand snall business | oans sanpl ed during the

eval uation went to borrowers with gross annual revenues of $1 mllion or |ess.
The size and vol ume of the | oans appear reasonable. Based on the CRA sanple,
96% of the small farmand small business | oans had anounts | ess than or equa
to $100, 000 and the remaini ng 4% had anpbunts between $100, 001 and $250, 000.

According to 1995 HVDA data for the MSA, the bank originated a substantially
hi gher volune of |loans to | ow and noderate-incone borrowers than the
aggregate of lenders. During that year, the bank originated 41 |loans to | ow

i ncome (20.4%, 37 loans to noderate-incone (18.4%, 63 loans to m ddl e-i ncone
(31.3%, and 55 |l oans to upper-inconme borrowers (27.4% . Aggregate |enders
made only 6.8% of loans to | owincome borrowers and 17.3% of |oans to
noder at e-i ncome borrowers. A review of 1995 LAR entries reveal s that the bank
reports applicants' entire incomes for HVDA purposes.

The bank's enphasis on small business | ending, together with the high
percent age of consumer and residential real estate |oans to | ow and noder at e-
i ncome borrowers, denonstrates a strong conmtment to neeting the credit needs
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of all segments of the comunity and exceeds the standards for satisfactory
per f or mance.

GECGRAPHI C DI STRI BUTI ON OF LQANS

The distribution of the bank's | oans anmbng geographi es of different income
levels in its assessnent area is reasonable. As discussed previously, the
bank's assessnment area includes 1 |owinconme tract, 6 noderate-incone,

27 mddl e-i nconme, and 6 upper-incone tracts and BNAs. Approximately 72% of
the area's population reside in the mddle-incone tracts and BNAs, 14%reside
in the noderate-incone tracts and BNAs, 14%reside in the upper-incone tracts,
and less than 1%reside in the lowincome tract. As the follow ng chart

i ndi cates, the bank's lending patterns mrror this distribution

DI STRI BUTI ON OF LOANS | N THE ASSESSMENT AREA
BY BNA OR CENSUS TRACT | NCOVE LEVEL

Loan Type Moderate Inconme Mddle Income
RESI DENTI AL REAL ESTATE

Total Nunber of Loans 9% 91%
Total Amount of Loans 12% 88%
CONSUMVER

Total Nunber of Loans 6% 939%F
Total Ampunt of Loans 7% 919%
SMALL BUSI NESS/ AGRI CULTURAL

Total Nunber of Loans 6% 94%
Total Amount of Loans 7% 93%

*The remai ni ng 1% consuner total nunber of |oans and the remai ni ng 2% consurner
total anount of loans fall in the upper-income tract.

As the chart shows, the percentages of residential real estate, consuner, and
smal | business and agricultural loans in the noderate- and m ddl e-i ncone
census tracts and BNAs approxi mate the percentages of assessnment area
residents living in these tracts. It should be noted that the noderate-incone
area tracts are located in sparsely popul ated or industrialized sections of

t he assessnent area, a reason the bank did not make | arger percentages of
loans in these tracts. 1In addition, there is little upper-incone |oan
activity as a result of significant financial institution conpetition in the
bank' s assessnment area. The upper-incone tracts are located in Eau daire,
whi ch has a | arge nunber of financial institutions. The bank has no loans in
the | owinconme tract because this tract has a very snall popul ati on

HVDA data for 1995 showed that the bank made 3.5%of its loans in the MSA' s
noder at e-i nconme tracts, 96.5%in the mddle-incone tracts, and no |l oans in the
| ow or upper-incone tracts. Aggregate |lenders in 1995 nmade 9.5% of all HVDA
| oans in the noderate-incone tracts, 74.8%in the mddle-income tracts, and
15. 7% in the upper-incone tracts. The bank's HVDA | endi ng i n geographi es of
different of incone |evels conpares favorably to aggregate | ending figures for
1995.

The distribution of consuner, real estate, and small business and farm |l endi ng
anong the census tracts and the BNAs of different incone |evels conpares
favorably to the area's denmpbgraphics. |In addition, strong conpetition for

| oans in upper inconme tracts and limted demand in | owincome tracts explain

t he absence of significant activity in those areas. Accordingly, the bank's
geographic distribution of | oans nmeets the standards for satisfactory

per f or mance.

GENERAL
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The eval uation did not reveal any practices that are inconsistent with the
substantive provisions of the fair I ending and fair housing | aws and

regul ations. The evaluation reveal ed violations of the technical aspects of
Regul ation C s Hone Mdirtgage Disclosure Act and Regul ation B s Equal Credit
Qpportunity Act. Managenment prom sed pronpt corrective action. In addition,
t he bank has not received any CRA conplaints since the previous eval uation.
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PUBLIC DISCLOSURE

November 4, 1996
Date of Evaluation

COMMUNITY REINVESTMENT ACT
PERFORMANCE EVALUATION

The Northwestern Bank
Name of Depoditory Ingtitution

095509100000
I dentification Number of Indtitution

Chippewa Falls, Wisconsn
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.



