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GENERAL | NFORVATI ON

The Comunity Reinvestnent Act ("CRA') requires each federal financial

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 Flint Creek Valley
Bank, Philipsburg, Mntana, prepared by the Federal Reserve Bank of

M nneapolis, the institution's supervisory agency, as of March 5, 1996. The
agency rates the CRA performance of an institution consistent with the
provisions set forth in Appendix Ato 12 CFR Part 228.

INSTITUTION 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 since the |last eval uation.
Second, the bank has a substantial majority of its loans within its assessnent
area. Finally, the bank lends to borrowers of nmany different income |evels
and to snall businesses.
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The followi ng table indicates the perfornmance | evel
Montana, with respect to each of the five performance

Bank, Phili psburg,
criteria.

of Flint Creek Valley

SMALL | NSTI TUTI ON
ASSESSMENT CRI TERI A

FLI NT CREEK VALLEY BANK

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 | 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 uation
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DESCRI PTI ON OF | NSTI TUTI ON

Based on a variety of factors, the bank is able to neet area credit needs in
an effective manner. The bank's only office is in Philipsburg, Mntana, a
small, rural comunity of 925 residents. Since the previous eval uation, the
bank added cash-only automated teller machines ("ATM') in Philipsburg and
Drummond, Montana. Both ATMs are in the bank's assessnent area

The bank's size supports its ability to neet credit needs in its assessnent
area. According to its Decenber 31, 1995, Report of Condition ("ROC'), the
bank has approximately $26.8 nmillion in assets. The bank's asset size has

i ncreased by about $1 million since the previous evaluation. Based on
Decenber 31, 1995, ROC data, the bank's |loan portfolio includes nostly rea
estate and comercial |loans. Real estate |oans conprise 45%of the portfolio,
wi th consumer real estate |oans accounting for 22% agricultural real estate

| oans maki ng up 20% and conmercial real estate |oans accounting for 3% of the
portfolio. The remainder of the portfolio includes 32% commercial, 16%
agricultural, and 7% consuner | oans.

The bank offers a variety of |oan products that serve the credit needs of area
residents. Included are |l oans for agricultural, consuner, snall business,
conmuni ty devel opnent, and government purposes. |n addition, the bank
provides residential real estate |oans for purchasing, refinancing, and

i mprovi ng homes. The bank participates in government-guaranteed | oan prograns
sponsored by the Small Business Admi nistration, Department of Veterans
Affairs, and Federal Housing Adm nistration.

DESCRI PTI ON OF GRANI TE COUNTY, MONTANA

The bank defines its assessnent area as Granite County, Mntana, a western
Mont ana county | ocated sout heast of M ssoula, Montana. Based on 1990 U. S.
census data, Granite County has few residents (2,548). Because the Sapphire
Mount ai n range forns the county's western boundary, nost of the county's
residents live in its eastern section

The bank's assessnment area includes bl ock nunbering areas ("BNA") 9917 and
9918. Although both BNAs are designated m ddl e incone, the nmedian famly

i nconmes for the tracts are just higher than those in the noderate-income
category. As discussed in detail under the Lending to Borrowers of Different
Income Levels . . . section, noderate inconme is defined as being | ess than 80%
of the nonmetropolitan nedian famly incone. The incone |evels of BNAs 9917
and 9918 are about 85% and 83% of the nonnetropolitan nedian famly incone,
respectively. The househol d nedi an i ncone for the assessnment area is $18, 302.
O the 1,053 total households in the assessnent area, approximtely 28% are

| ow i ncone, 21% are noderate incone, 18% are m ddl e i ncome, and 33% are upper
i ncome. Approximately 19% of the househol ds have i ncones bel ow the poverty

| evel .

Granite County's econony has started to diversify in recent years. Al though
agriculture continues to dom nate the county's econony, the area continues to
attract nore tourists and sunmer residents. Several small businesses have
been successful drawing on the tourist trade. For exanple, one such business
now enpl oys 22 individuals. Despite the increased tourist trade, few jobs are
avail able for county residents. According to bank managenent, sone residents
conmute nore than 50 miles to Butte, Montana, for enploynent purposes.

County government and a | ocal hospital are the |argest enployers in Ganite
County.

Accordi ng to bank managenent, |low cattle prices have increased the need for
operating credit lines with annual carryover features. |In addition, increased
demand for housing and | and has caused real estate prices to increase
significantly in the last five years. Bank managenent stated that the area's
relatively high land prices have priced many individuals out of the new hone
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mar ket. Modst new hone builders in the area have higher-than-average i ncones

and have noved to the area from M ssoul a, Montana; California; or Washi ngton

Conmunity contacts stated that some ranchers have sold ranch land to housing
devel opers.

Exam ners contacted several residents of the assessnent area as part of this
evaluation. Information fromthese contacts was used in evaluating the bank's
CRA performance.

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A

The bank has done a satisfactory job of neeting credit needs in its assessnent
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 is reasonable given the credit needs in the
assessment area. As such, the ratio neets the standards for satisfactory
performance. The quarterly average of the bank's |oan-to-deposit ratio since
the previous evaluation is 59% The ratio has ranged froma | ow of 54% as of
Decenber 31, 1995, to a high of 61% as of Septenber 30, 1994, and

Sept enber 30, 1995. The bank's | oan vol unme has remained relatively constant
since the previous eval uation. Bank nanagenent indicated that while rea
estate activity has increased, agricultural volume has decreased in the past
five years.

The bank is Granite County's only bank. 1ts nearest conpetitors are | ocated
approximately 75 mles northwest in Mssoula and approximately 35 niles

sout heast in Anaconda, Montana. Community contacts commented that the
majority of county residents bank in Philipsburg. As such, there are no |oca
conpetitors in the bank's assessnent area. In addition, because the Anaconda
banks are branches of larger financial institutions, |oan-to-deposit ratio
information is not available for these individual branch offices.

Si nce the previous eval uation, the bank provided | oan funds for two notable
conmuni ty devel opnent projects in Philipsburg. Funds for the first |oan
hel ped start a business that serves a large mgjority of | ow and noderate-

i nconme individuals. The bank provided funds to the second small business
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owner to expand the business significantly. Gven the small nunber of
busi nesses in Philipsburg, this |oan hel ped pronote econom c devel oprnent in
the area.

One community contact noted inprovenent in the bank's lending activities in
the last ten years. He added that the bank has expanded its services and
expl ai ned that the bank supports its community.

Lendi ng i n Assessnment Area

Based on a statistical sanple of |oans, the bank made a substantial majority
of its loans within its assessnment area. The follow ng chart shows the
percent age of total nunber of |oans and total dollar volune of |oans by type
| ocated within the assessnent area.

PERCENTAGE OF LOANS | N THE ASSESSMENT AREA

Total Nunber of Total Anount of
Loan Type Loans Loans
Conmrer ci al and Agri cul tural 94% 81%
Consuner Real Estate 96% 98%
Consuner 88% 61%

The chart shows that the bank nmade the vast majority of sanpled |oans to
residents of its assessment area. As such, the bank exceeds the

reasonabl eness standard for this category. Al though the bank nmade al nost al
its consuner |oans to assessnent area residents, it nmade only 61% of the tota
dol I ar anount of such loans to area residents. The percentage of the tota
dol | ar anount of consuner loans is |ower than the total nunber of |oans
because the sanple included one relatively | arge consuner |oan outside the
assessment area. Excluding this loan fromthe sanple increases the percentage
of the total dollar anmount of consumer [oans within the assessnment area to
83%

Lending to Borrowers of Different Inconme Levels and to Busi nesses of Different

Si zes

The bank has an excellent record of lending to borrowers of different incone
| evel s and to businesses of different sizes. CRA divides incone levels into
four categories: |owincome, noderate incone, mddle incone, and upper

i ncome. Because the bank's assessment area is not in a netropolitan
statistical area, the categorization of a borrower or geography's incone 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
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| ess than 120% of the statewi de nonmetropolitan 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. The statew de
nonmetropolitan median famly incone for Montana Is $27,352. The assessnent
area's nedian famly income Is $22,839.

The foll owi ng chart shows the percentage of consunmer real estate and consuner
| oans made to borrowers of different income |evels.

DI STRI BUTI ON OF LOANS | N THE ASSESSMENT
AREA BY BORROAER | NCOVE LEVEL
Low Moderate | Mddle Upper
Loan Type I ncone I ncome I ncome I ncome
CONSUVER REAL ESTATE
Total Number of Loans 9% 5% 45% 41%
Total Amount of Loans 3% 0% 53% 44%
CONSUVER
Total Number of Loans 49% 11% 23% 17%
Total Amount of Loans 23% 6% 14% 58%

As shown above, the bank made 60% of

its consuner

i nconme individuals. Although the bank nade only 17% of

dol | ar vol une of

|l oans to | ow and noderat e-
its consuner
upper-income borrowers, it nmade a | arge percentage (58% of the tota
vol ume of consuner | oans to upper-income borrowers.
the total dollar volunme of consuner
sampl e included 35 consuner | oans within the assessnment area;
loans were relatively large | oans made to one upper-incone borrower.
two | oans constituted 77% of the total

|l oans to
dol | ar

The bank made only 23% of
loans to | owincome individuals. The |oan

two of these

These

| oans in the consuner

upper-income category. Excluding these two |oans fromthe sanple creates a

nore even distribution anong the income categories,
For exanpl e,

vol une of consuner | oans.

41%

The bank made a nuch snal | er percentage of
| ow and noderat e-i ncome i ndividual s.

fact. First, the bank made a rel atively smal

| oans since the previous eval uation
Description of Ganite County,

section

nunber

its consuner rea
Sever al

sever a

based on the tota
the percentage of the total
vol ume of such | oans to upper-incone individuals drops to 24%
of the total dollar volune of

real

estate | oans to
factors contributed to this
of consuner
Second, as di scussed under the

sources indicated

dol | ar
dol | ar
The percent age
loans to | owincone individuals increases to

estate
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that housing prices in the area are very high conpared to inconme levels. As
such, there is |l ess demand for housing | oans fromlower-income individuals.

The bank's | evel of consuner lending to | ow and noderate-incone individuals
exceeds the percentage of such individuals living in the assessnent area. As
previously discussed, 49% of the assessnent area's househol ds have | ow and
noderate incones. Only 18% are middle income and the remai ning 33% are upper
incone. Wth 60%of its consuner |oans nade to | ow and noderate-individuals
and 23% nade to m ddl e-i ncome borrowers, the vast majority of such | oans went
to these incone groups. Although the bank nade few real estate |oans to | ow
and noder at e-i ncone borrowers, the bank provided 45% of these |oans to m ddl e-
i ncone borrowers.

The bank provides alnmpst all its commercial and agricultural |oans to snal
busi nesses and farms. This is significant considering that comercial and
agricultural |oans, including conmercial and agricultural real estate,
constitute 71% of the bank's loan portfolio. None of the 48 assessnent area
borrowers included in the sanple had gross annual revenues of $1 million or
nmore. Only one of the three comrercial borrowers | ocated outside the
assessnment area had gross annual revenues that exceeded $1 million. Al nost
all the assessnent area conmercial and agricultural borrowers received | oans
for anounts |ess than $100,000. Specifically, 90% of these borrowers received
| oans for |ess than $100,000. In fact, 81% of the borrowers received | oans
for less than $50,000. Only 6% received | oans of at |east $100,000 but |ess
than $250, 000 and only 4%received | oans for anounts between $250, 000 and $1
mllion. The sanple's largest loan in the assessnent area was for $290, 000.

Ceographic Distribution of Loans

The distribution of the bank's |oans throughout its assessnment area is
reasonabl e and neets the standard for satisfactory perfornmance. As previously
di scussed, the bank's assessnment area includes only mddl e-i ncome BNAs. As
such, all the bank's assessnent area | oans are | ocated w thin mddle-incone
BNAs. No further analysis is required. There is no reason to believe that
any | ow or noderate-income BNAs should be added to the bank's assessnent

ar ea.

CGener a

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 violations of the technical aspects of Regulation B--Equal Credit
Qpportunity Act. Bank nmanagenent promised to correct these violations in a
pronmpt manner. |In addition, the bank has not received any CRA conplaints
since the previous eval uation
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PUBLIC DISCLOSURE

March 5, 1996
Date of Evaluation

COMMUNITY REINVESTMENT ACT
PERFORMANCE EVALUATION

Flint Creek Valley Bank
Name of Depository Ingtitution

093007900000
I dentification Number of Ingtitution

Philipsburg, 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.



