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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 Rocky Mountai n Bank
Billings, Mntana, prepared by the Federal Reserve Bank of M nneapolis, the
institution' s supervisory agency, as of Decenber 2, 1996. The agency rates
the CRA performance of an institution consistent with the provisions set forth
in Appendix Ato 12 CFR Part 228.

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

Several factors support the bank's satisfactory CRArating. First, the bank
has mai ntai ned a very good | oan-to-deposit ratio since the |ast eval uation
Second, it nakes a significant majority of its loans to residents of its
assessnment areas. Third, it has a reasonable distribution of |oans to
borrowers of different incones and to businesses of different sizes. Finally,
it makes a reasonabl e percentage of its loans to residents of the ow and
noder at e-i ncone census tracts and bl ock nunbering areas ("BNA") inits
assessment areas.
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The followi ng table indicates the perfornmance | evel

Billings,

of Rocky Mountai n Bank
Mont ana, with respect to each of the five performance criteria

SMALL | NSTI TUTI ON
ASSESSMENT CRI TERI A

ROCKY MOUNTAI N BANK
Bl LLI NGS, 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

The bank received no CRA conplaints since the

previ ous eval uati on.
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DESCRI PTI ON OF | NSTI TUTI ON

The bank is able to nmeet credit needs effectively based on its size and the
products and services it offers. The bank received a satisfactory CRA rating
at its last evaluation. The bank's main office is located in Billings,

Mont ana, and it operates six full-service branch offices |ocated throughout
the state. The branches are in Plentywod, Harlem Broadus, Witehall
Stevensville, and Plains, Mntana. The bank al so operates 18 cash-di spensi ng
and/ or deposit-taking, 24-hour autonated teller machine ("ATMs") at branch

of fices, grocery and conveni ence stores, and office buildings throughout its
seven assessnent areas. The bank has opened one office and two ATMs (one in
Billings and one in Plentywod) since the |ast evaluation and has not cl osed
any offices. On May 31, 1996, the Rocky Muntain Bank, Plentywod (fornerly
known as Security State Bank, Plentywod, Mntana), nmerged with the bank
Since then, the bank has been operating it as a full-service branch

Based on its Septenber 30, 1996, Report of Condition ("ROC'), the bank's
assets totaled approxinately $226.9 nillion. |Its assets have increased by
approximately $68.7 mllion (43% since Septenber 30, 1995, prinarily because
of the May 31, 1996, nerger and openi ng of the Pl entywood branch office. The
bank is primarily a commercial and agricultural |ender. According toits

Sept enber 30, 1996, ROC, the bank's | oan portfolio includes 40% conmercial and
32% agricultural loans. The remainder of the portfolio includes 17% consuner
real estate, 10% consuner, and 1% ot her | oans.

The bank offers a variety of |oan and deposit products that help serve the
banki ng needs of residents of its assessment areas. It offers a wide variety
of checking, savings, and time accounts, including accounts targeted to
children and senior citizens. The bank offers comercial, agricultural
consuner, and real estate |oans. The bank's consumer |oan nenu incl udes
credit cards and overdraft checking lines of credit. In addition, the bank
of fers | oans guaranteed by the Farm Servi ce Agency, Snall Busi ness

Adm nistration, Bureau of Indian Affairs, Federal Housing Admi nistration
Department of Veterans Affairs, Mntana Board of Housing, and the Mntana
Board of Investnents.

DESCRI PTI ON OF RCCKY MOUNTAI N BANK' S Bl LLI NGS, HARLEM
AND PLENTYWOOD ASSESSMENT AREAS

The bank has seven assessnent areas, one for each office. At this evaluation
we visited the bank's offices in Billings, Harlem and Pl entywood.

Billings Assessnent Area

Thi s assessment area consists of Yellowstone County, Mntana, and is served by
the main office in Billings. Yellowstone County is a nmetropolitan statistica
area ("MBA").

Thi s assessnment area conprises 27 census tracts. O these 27 census tracts,
two are low incone (1.00 and 3.00); approximately 4% of the assessnent area
residents live in these tracts. Four census tracts (2.00, 4.00, 9.01, and
9.02) are noderate incone and contain about 14% of the assessnment area's
residents. Fifteen census tracts (5.00, 7.02, 7.03, 8.00, 10.00, 11.00,

12. 00, 14.00, 15.00, 16.00, 17.01, 17.02, 18.02, 18.03, and 19.00) are niddle
i ncome and contain 64% of the assessnent area's popul ation. Census tract
16.00 includes a small portion of the Crow I ndian Reservation ("Reservation").
This section of the Reservation has no towns and few residents. The
remai ni ng si x census tracts (6.00, 7.01, 7.04, 13.00, 18.01, and 18.04) are
upper income and have about 18% of the assessnents area's residents. The
bank's office is located in census tract 17.01, which is mddle incone.

CRA divides inconme levels into four categories: |ow, noderate, mddle, and
upper. The categorization of a borrower or geography's incone is determ ned
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relative to the MSA's nedian famly income. Lowincone individuals have

i nconmes of |ess than 50% of the MSA's nedian famly inconme, while noderate-

i ncone individual s have inconmes of at |east 50% but |ess than 80%of this
amount. The regul ation defines a mddle-income individual as one with an

i ncome of at |east 80% but |ess than 120% of the MSA's median famly income.
An individual with an inconme that is 120% or nore of the MSA's nedian famly
i ncome is considered an upper-income person. BNAs and census tracts are
classified using simlar categories based on the level of the nmedian famly
i ncome in the geography.

According to 1990 census data, the Billings assessment area has 113,419
residents, all of whomlive in the Billings MSA. Based on the 1990 census,
the nedian famly incone is $31,534 and the nmedi an househol d i ncone is
$25,943. Approximately 9% of the assessment area's famlies and 13%of its
househol ds |ive below the poverty level. O the assessnment area's 44,877
total househol ds, 24%are | ow i ncome, 16% are noderate income, 20% are middle
i ncomre, and 40% are upper incone.

Exam ners made a nunber of comunity contacts, including |ocal governnent
of ficials and nenbers of community econom c devel opment and grassroots
organi zations, as part of this evaluation. Information obtained fromthese
i ndi vidual s was used in evaluating the bank's CRA perfornmance.

Billings, the site of the bank's main office, is |located in central Montana
and is the largest city in the state. According to bank managenment and
conmuni ty menbers contacted during the evaluation, Billings has a stable

econony with a great deal of diversity. Agriculture is considered a strong
conponent; the | eading comodities consist of cattle, wheat, and sugar beets.
There is a sugar beet processing plant in Billings. However, nore than 86%
of the work force is enployed in nonfarmjobs or occupations. Tourismis also
consi dered a maj or component of the econony because of the avail abl e
recreational options, including Yellowstone National Park just south of
Billings. The city's convention trade is also expanding. Q1 refining is
anot her inportant part of the Billings econony; Billings has three oi

refining facilities that produce asphalt, gasolines, and sweet crude
petroleum According to the Montana Departnment of Labor and Industry, the

| abor force is well educated and skilled. Major industries also include

medi cal services, governnent offices, and two institutions of higher |earning.
O her significant aspects of the Billings econony include retail, financial
and transportation services. The unenploynment rate remains approxi mately 4%

Several comunity contacts said there is a significant |ack of affordable
housing in the Billings area. It is difficult to find affordable starter
honmes for |ess than $60,000, and rental costs have continued to rise. The
contacts al so said that the housing nmarket for hones priced between $110, 000
and $125,000 continues to be fairly strong.

Har | em Assessnent Area

The bank has defined the Harl em assessnent area as Bl ai ne County, Montana.
Thi s assessnent area i ncludes BNAs 9723, 9724, and 9725. BNAs 9723 and 9725
are classified as noderate i ncone and BNA 9724 is classified as m ddl e i ncone.
The bank's Harl em branch office is located in BNA 9723.

Harlemis | ocated about 200 mles north of Billings in Blaine County.
According to 1990 U S. Census data, Harlem s population is 882. According to
the sanme data, Blaine County's population is 6,728. BNAs 9723 and 9725 have a
conbi ned popul ation of 3,921, or 58% of the assessnent area. BNA 9724,
classified as m ddl e-i ncome, has a popul ati on of 2,807, or 42%of the
assessment area. The county al so includes about three-fourths of the Fort

Bel knap I ndi an Reservation ("Reservation"), which has a popul ation of 2,500.
Most of the tribal nenmbers live on the Reservation

The area's econony is agriculturally based, dom nated by grain farm ng and



Small Ingtitution Performance Evaluation
FFIEC November 13, 1995

cattle ranching. Q1 and natural gas production conprise a much small er
secondary econom c source, and there is little tourismactivity. |In addition
to Harlem this assessnent area includes Chinook, the county seat. Chi nook
has a popul ati on of approxi mately 1, 500.

According to county officials famliar with the econom ¢ and denographic
characteristics of Blaine County, crops have been good during the | ast few
years, but the lack of noisture may hold down yields and, consequently, area
farmearnings fromthe current harvest. 1In addition, |low cattle prices have
adversely affected the |ivestock operations in the area.

According to tribal officials contacted to help determ ne the economc
situation on the Reservation, econonic prospects are poor and unenpl oynment
continues to vacillate between 70%to 80% The tribe is the major enployer

al t hough sone tribal menbers ranch or farm According to the contacts, a new
Indian Health Service hospital will open soon on the Reservation. The

hospi tal should provide sone additional jobs when it opens. The triba
contacts al so indicated that affordable housing on the Reservation is in short
supply. However, they indicated that banks are not necessarily responsible
for this housing shortage. For a variety of reasons, nost housing for triba
menbers has been built through HUD prograns that do not require bank

i nvol vernent .

Exam ners made several contacts with county and tribal government officials as
part of this evaluation. Information obtained fromthese individuals was used
in evaluating the bank's CRA performance in this assessment area

As di scussed under the Billings Assessment Area section, CRA assigns an incone

determ nation to borrowers and geographi es based on a nedian i ncone figure.
Because the Harl em assessnent area is not |ocated in an MSA, the

categorization of a borrower or geography's incone is determined relative to

t he statew de nonmetropolitan median famly income. Based on 1990 census

data, the Harl em assessnent area's nmedian famly inconme is $21,357 and its
nmedi an househol d i ncone is $18,520. According to the sane census, the

st at ewi de nonnetropolitan nedian famly income for Montana is $27,352. O the

2,385 households in the Harl em assessnent area, 31%are | ow incone, 18%are
noderate i ncone, 21%are mddle i ncone, and 30% are upper incone.

Approxi mately 23% of the Harl em assessnent area's famlies and 25%of its
househol ds have i ncomes bel ow the poverty | evel.

Pl ent ywood Assessnent Area

The bank has defined this assessnent area as Sheridan County, Mntana, which
is located in the northeastern corner of the state. The assessnent area
contains three BNAs: 9501, 9502, and 9503. BNA 9503 is designated as
noderate incone and the two other BNAs in the assessnent area, 9501 and 9502,
are classified as mddl e i ncone.

The Pl entywood assessnment area is in Mintana's northern region, known as

M ssouri River Country. The communities |located within the assessnent area

i ncl ude Pl entywood, Raynond, Antelope, Westby, Coalridge, Dagmar, Qutl ook
Reserve, and Honestead, Mntana. The assessnment area is sparsely popul at ed,
with a total population of 4,732. According to 1990 U.S. Census dat a,

Pl ent ywood' s popul ation is 2,476, representing 52% of the assessment area's
popul ati on. The bank's assessnent area al so includes the northeastern section
of the Fort Peck Indian Reservation ("Fort Peck Reservation"). The Fort Peck
Assi ni boi ne & Sioux Tribe has approximately 11,000 nenbers. Approxi mately
6,000 tribal nenbers reside on the Fort Peck Reservation

According to the 1990 U S. census data, the assessment area's nedian famly

i ncome is $25,265, while its nedian household incone is $20,728. There are
1,353 fam lies and 1,894 households in the assessment area. Approximtely 11%
of the famlies and 15% of the households residing in the assessnment area have
i nconmes bel ow the poverty level. The distribution of famly and househol d
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i nconme for the assessnent area is sunmarized in the follow ng table.

PLENTYWOOD ASSESSMENT AREA POPULATI ON DI STRI BUTT ON
BY | NCOMVE LEVEL

Low Moderate | Mddl e Upper
Unit of Measure I ncome I ncome I ncome I ncome
Househol ds Conpared to 24% 19% 20% 37%
Medi an Househol d | ncone
Fam |1 es Conpared to 21% 22% 24% 33%
Medi an Fam |y | ncone

Exam ners contacted a | ocal nmnunicipal government official and a triba
government representative as part of the CRA evaluation of this assessment
area. Information fromthese contacts was used in evaluating the bank's CRA
per f or mance.

Accordi ng to bank nmanagenent and community contacts, the econony in the

Pl ent ywood assessnent area has declined. A tribal official famliar with area
econom ¢ and denogr aphi c i ssues al so said that eastern Montana's econony is
poor. He indicated that unenpl oynent on the Fort Peck Reservation is

approxi mately 58% According to bank nmanagenent and community contacts,
agriculture is the main industry. Cattle and grain represent the I oca
agriculture sectors. The demand for credit by local ranchers and farnmers is
limted because farm operations are passed fromone generation to the next.

Pl entywood is the assessnent area's retail and government center and is the
county seat of Sheridan County. Despite its small size, Plentywdod is served
by three financial institutions, nmaking the market for financial services very
conpetitive. Local residents and busi nesses al so have access to credit froma
nunber of other providers: «credit unions in Mdicine Lake and Scobey,

Mont ana; a bank in Froid, Mntana; and Farm Credit Services

Assessnent area residents are served by a regional hospital, which is one of
the primary | ocal enployers, and a nursing honme; both institutions are |ocated
in Plentywod. Because of the county's sparse popul ation, many | oca

busi nesses are the sole providers of their respective services within the
assessment area. A local governnent official contacted during the eval uation
i ndi cated that sone | ocal businesses are struggling. Local residents often
travel 60 mles to WIliston, North Dakota, for retail and nedical services.

CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A

The bank has done a satisfactory job of neeting the credit needs in the three
assessment areas we evaluated. Mich of the analysis on the foll owi ng pages
was based on a statistical sanple of 176 consuner, 249 snmall farm and

busi ness, and 73 residential real estate |oans originated since the preceding
eval uation. The criteria discussed bel ow were reviewed in determning this
rating.

Exami ners performed detail ed anal yses of three of the bank's assessnent areas,
the Billings MSA and the non- MSA assessnent areas for the Harl em and

Pl ent ywood offices. Data for the other four assessnent areas was reviewed to
ensure consistency with the overall results. The assessnent areas revi ewed
account for 53%of the bank's total assets, 56% of the bank's total |oans, and
53% of total deposits as of Septenmber 30, 1996. Enphasis in this analysis is
pl aced on the Harlem and Pl entywood offices. Less than 20% of the bank's
assets are centered in the Billings office. Accordingly, activity in the

non- MSA assessnent areas is nore significant to the bank's overall perfornmance
than is its performance in the MSA. Mreover, the Billings office is a very
small institution located in a very heavily banked community. As noted

t hr oughout the evaluation, the Billings office conpetes with several very
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large institutions, including the main offices of the Mntana subsidiaries of
two regional bank hol di ng conpanies. There are al so many nonbank | enders
active in the Billings market. Conversely, the Harlem and Pl entywood of fices
are one of only three banks in their respective assessnment areas. Activity by
nonbank | enders in these assessnment areas is limted. Finally, while the
Billings assessnent area includes sone | ow and noderate-inconme consuners and
geogr aphi es, these areas are not adjacent to the Billings office. Conversely,
the Harl em and Pl entywood offices are centrally located in their assessnent
areas and can nore easily serve borrowers and geographi es of different income
| evel s.

Loan-to-Deposit Rati o Anal ysis

The bank's | oan-to-deposit ratio is reasonable and, as such, neets the
standards for satisfactory performance. Since the previous evaluation, the
quarterly average of the bank's net |oan-to-deposit ratio is 75% The
follow ng chart, based on quarterly ROC data, shows that the bank's |evel of
net |oans increased by $28.8 mllion since the previous evaluation and the
bank's net deposits have increased by approxinmately $55.3 mllion since the
| ast eval uation. These increases were primarily due to the bank's second
quarter 1996 nmerger with a bank in Plentywod. Oherw se, the proportion of
the bank's | oans and deposits has renained relatively stable since the

previ ous eval uati on.

NET LQANS DEPCSI TS LOAN- TO
DATE (I'n thousands) | (I n thousands) | DEPCSI T RATI O
Sept enber 30, 1996 $138, 438 $194, 911 71%
June 30, 1996 $135, 497 $189, 474 72%
March 31, 1996 $106, 700 $132, 460 81%
Decenber 31, 1995 $103, 227 $139, 534 74%

Not included in the nunbers |isted above are a nunber of residential rea
estate and a few comercial |oans sold on the secondary narket since the |ast
evaluation. |If included, the bank's quarterly |oan-to-deposit ratio would
have i ncreased by a few percentage points.

As nentioned previously, the bank's quarterly average | oan-to-deposit ratio is
75% Based on quarterly ROC data, the following table identifies the asset
size and quarterly average | oan-to-deposit ratios for the bank and its
conpetitors.
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TOTAL ASSETS QUARTERLY AVERACE
(Sept enber 30, 1996) LOAN- TO- DEPCSI T

BANK AND LOCATI ON (I'n thousands) RATI O
Rocky Mbuntai n Bank $226, 933 71%
Billings, Montana
Conpetitor 1 $170, 638 T7%
Conpetitor 2 $111, 616 70%
Conpetitor 3 $ 42,108 59%
Conpetitor 4 $ 36,549 82%
Conpetitor 5 $ 28,716 77%
Conpetitor 6 $ 39,081 46%

As the conpetitor data show, the bank conpetes against few simlar-sized banks
inits assessnment areas. The first three conpetitors are |located in the
Billings assessnent area; Conpetitors 4 and 5 are in the Harl em assessnent
area; and Conpetitor 6 is in the Plentywod assessnent area. None of the
conpetitors has offices in nore than one of the bank's seven assessnent areas.
The bank's quarterly average |oan-to-deposit ratio is higher than three of
its conpetitors and slightly |lower than three of its competitors. According
to the Septenber 30, 1996, Uniform Bank Performance Report, the bank's
Sept enber 30, 1996, |oan-to-deposit ratio places the bank in the 50th
percentile of its peer group. Additional conpetition includes branches of two
regi onal banks and several credit unions and savings banks. |In addition, sone
nonbank entities extend credit to residents and businesses within the bank's
assessment areas. A conparison of the bank to the regi onal bank conpetitors
i s not meani ngful because of the vast difference in the sizes of the
institutions. In addition, financial information is not available for
conpari son for the credit unions, savings banks, and nonbank entities in the
bank's assessnent areas.

The many financial institutions operating within the bank's assessnent areas
create a very conpetitive credit market for the types of |oans offered by the
bank. As reflected by the conpetitor data, it appears that the denmand for
credit is strong and | ocal banks are willing to extend credit to fulfill the
needs of |ocal residents and busi nesses.

The bank's | oan-to-deposit ratio is reasonabl e and neets the standards for
satisfactory performance. This determnation is based on the bank's
consistently strong | oan-to-deposit ratio and the conpetitive nature of
lenders in its assessnent areas. |In addition, |oan-to-deposit ratios for
i ndi vi dual branches are consistent with or higher than the ratios of
conpetitors in the rel evant assessnent areas.

Lending in the Assessnent Areas

The bank's lending levels within its assessnent areas exceed the standards for
satisfactory performance. |In the |last six nonths, the bank nmade a substanti al
majority of its loans to residents of its assessnent areas. The follow ng
tabl e shows the percentage of total nunber and total dollar volunme of |oans

| ocated within the assessnent areas.

PERCENTAGE OF LOANS IN THE ASSESSMENT AREAS

Total Nunber Total Anount
Loan Type of Loans of Loans

Consumer 88 82
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PERCENTAGE OF LOANS TN THE ASSESSMENT AREAS
Resi dential Real Estate 89 88
Smal | Far ml Busi ness 89 88

Because a large majority of the bank's total nunber and dollar vol ume of | oans
are located within its assessnent areas, the bank's performance exceeds
standards for satisfactory performance.

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

Si zes

The bank's | evel of lending to borrowers of different incone |levels and to
busi nesses of different sizes is reasonable and neets the standards for
satisfactory performance. The follow ng di scussion anal yzes the bank's

I ending patterns in each of the three assessnent areas eval uated

Billings MSA Assessnent Area

The bank's | evel of |ending by borrower incone [evel in the Billings
assessment area i s reasonabl e. As previously discussed, CRA groups incone
levels into four categories: |ow, noderate, mddle, and upper incone. The

follow ng tabl e shows the percentage of consumer and residential real estate
| oans made to borrowers of different incone |evels.
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DI STRIBUTI ON OF LOANS I N THE BI LLI NGS ASSESSMENT
AREA BY BORROWER | NCOVE LEVEL*
Low Moderate | Mddle Upper

Loan Type I nconme I ncome I ncome I ncome
CONSUMER
Total Number of Loans 12% 28% 16% 44%
Total Anount of Loans 11% 14% 18% 57%
RESI DENTI AL REAL
ESTATE
Total Number of Loans 9% 17% 40% 34%
Total Anopunt of Loans 5% 19% 34% 42%
*Income |l evel is determ ned based on the 1996 Billings MSA
medi an fanily inconme of $41, 800.

The data in the table indicate that the bank nmade 40% of its consunmer |oans to
| ow- and noder at e-i ncone borrowers. The table also shows that the bank nade
16% of the consumer |oans to middle-incone borrowers and 44% of the consuner
loans in the sanple to upper-incone borrowers. As previously nentioned,
approxi mately 24% of the households in the Billings assessnent area are | ow

i ncome, 16% are noderate inconme, 20% are mddl e income, and 40% are upper

i ncome. The bank's consumer lending to | ow and noderate-incone individuals
equal s the percentage of | ow and noderate incone households in the assessnent
area (40%. |In addition, the bank's percentage of consuner lending to middle -
and upper-incone borrowers cl osely approxi mates the percentage of mddle- and
upper -i ncome households in the assessnment area. Conmunity contacts did not
note a demand for any particular types of credit anong the various incone

cat egori es.

The data in the table al so show that the bank nade 26% of its residential rea
estate loans to | ow and noderate-incone borrowers in the MSA. In addition
the tabl e shows that the bank made 40% of the |oans to m ddl e-i ncome borrowers
and 34% of the loans in the sanmple to upper-incone borrowers. According to
HVDA data for the MSA, the bank made | oans to all eight of the | ow and
noder at e-i ncone i ndi viduals who applied for HVDA | oans in 1995. Real estate
loans to | ow and noderate-income borrowers equal ed 14. 3% of the bank's HVDA
loans in 1995. This conpares unfavorably to the penetration for aggregate

| enders who made 27.9% of their loans to | ow and noderate-i ncone borrowers.

Al t hough the bank's level of real estate lending to | ow and noderate-income
borrowers is below that of aggregate lenders, it is reasonable given the |oca
real estate market and the bank's size and location in the market. Conmmunity
contacts noted that the area has few hones for sal e under $60,000 and that the
housi ng market for md-priced homes was strong. Considering that a noderate-

i ncone househol d has an inconme equal to or |less than $33,440 (according to
1996 i ncone data), the |lack of housing | oans to these borrowers does not
appear unreasonable. Moreover, conpetition for those | ow and noderate-incone
borrowers who do purchase homes in Billings is intense. In addition to the
conpetitors detailed previously, the bank faces conpetition fromoffices of
two regional banks, one large bank with a statew de branchi ng network, severa
savi ngs and | oan associ ati ons, and nunerous nonbank entities. These
institutions, because of their substantially |arger resources, are able to

of fer special |oan products and terns that the subject bank cannot match
Finally, the bank's office in Billings is located on the western edge of the
city. There are numerous other banking offices between the bank and the areas
with the heaviest concentration of |ow and noderate-inconme borrowers.

10
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The bank provides a mpjority, 72% of
assessnent area to snall busi nesses,
less than $1 million. |In addition

its business loans in the Billings

busi nesses with gross annual revenues of
a mpjority of the sanpled loans in this
assessment area had | oan anounts of $100,000 or less. Specifically, 76% of
the | oans had anmounts of $100, 000 or |ess, 16% had ambunts | ess than or equa
to $250,000 but greater than $100, 000, and 8% of the sanpl ed small business

loans in this assessnent area had anounts greater than $250, 000 but Il ess t han
$1, 000, 000.

Overall, the bank's record of lending in the Billings assessnment area neets
the standards for satisfactory performance. As noted, consuner |oans are

di stributed anong vari ous income groups consistent with these group's
representation in the assessnment area. No unusual |evels of demand for any
type of consuner credit was noted anong any of the inconme categories. Rea
estate lending is reasonable given the | ack of adequate affordable housing in
t he assessnent area and the bank's Iimted ability to conpete with | arger

| enders in the assessnent area and the bank's Iimted ability to conpete with
larger lenders in the assessnment area. Finally, the bank makes a substanti al
portion of its business loans to small businesses and for small anounts.

Har | em Assessnent Area

The bank's | evel of
area i s al so reasonabl e.
| oans nade to borrowers of different
ar ea.

| endi ng by borrower incone |level in the Harl em assessnent
The followi ng table shows the percentage of consuner
incone |levels in the Harl em assessnent

DI STRIBUTI ON OF LOANS | N THE HARLEM ASSESSMVENT
AREA BY BORROAER | NCOMVE LEVEL*

Low Moderate | Mddle Upper
Loan Type I nconme I ncone I nconme I nconme
CONSUMER
Total Number of Loans 38% 40% 12% 9%
Total Amount of Loans 24% 39% 9% 27%

*]l ncone | evel

is determ ned based on Montana's 1996
nonmetropolitian nmedian famly incone of $34, 700.

The preceding table indicates that the bank actively nakes consuner
| ow and noderate-incone borrowers in this assessnent
The data indicate that the bank nmade 78% of the consuner
a significantly higher
| ow and noder at e-i ncone households in this
31% of the households in the Harl em
assessnent area are |low incone, 18% are nbderate incone, 21% are m ddl e

Many of the | ow and noderate-income people

signi ficant nunber of
ar ea.

sample to | ow and noderate-i ncome borrowers,
percent age than the percentage of
As noted previously,

assessnent area.

i ncome, and 30% are upper incone.
| oans.

have needs for small consuner

The bank made only two residentia
area during the six nonths preceding the eval uation
estate lending in this assessnent area i s not
The lack of activity is due primarily to lack of demand.

of the distribution of rea

meani ngf ul .

r eal

estate loans in the Harl em assessnent
Accordi ngly,

housi ng on the Reservation is built through HUD prograns that do not

bank participation. Also,

officials,

difficulty retai ning young residents.
estate loans in this assessnent area

for real

Al of the farmloans in the Harlem assessnent area's CRA sanple were nade to
38 borrowers have gross annua

small farns; al

11

revenues of

accordi ng to bank managenent and county gover nnment
few people are noving into the county and the county is having

These factors result in very | ow demand

| ess t han

| oans to a

loans in the

an anal ysi s
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$1 mllion. In addition, the bank provides snaller |oans to these borrowers;
87% had anmpbunts of $100, 000 or |less, 11% had anounts between $100, 000 and
$250, 000, and 2% had anounts between $250, 000 and $1, 000, 000.

Overall, the bank's lending in the Harl em assessnment area is reasonable given
the high concentration of consuner |oans to | ow and noderate-incone
borrowers, |lack of demand for real estate |oans, and the high percentage of
loans to small farns.

Pl ent ywood Assessnent Area

The bank has reasonable lending | evels by incone |evel in the Pl entywod
assessment area. The follow ng table shows the percentage of residential rea
estate and consuner | oans nade to borrowers of different incone |evels.

DI STRI BUTI ON OF LOANS | N ASSESSMENT
AREA 1 BY BORROWAER | NCOVE LEVEL*

Low Moderate | M ddl e Upper

Loan Type I ncone I ncone I ncone I ncone
CONSUMER
Total Number of Loans 30% 38% 14% 18%
Total Anopunt of Loans 10% 46% 11% 33%

RESI DENTI AL REAL ESTATE

Total Nunber of Loans 7% 32% 25% 36%
Total Amount of Loans 6% 34% 25% 35%

*Income level 1s determ ned based on the 1996 nonmnetropolitan
nedian fanmly inconme for Mntana of $34, 700.

The preceding table indicates that the bank actively nakes consumer Toans to

| ow- and noderate-i nconme borrowers in this assessnent area. As shown above,
the bank made 68% of its consuner |oans to | ow and noderate-inconme borrowers,
a significantly higher percentage than the percentage of |ow and noderate-

i ncome households in this assessnent area. As noted previously, 24% of the
househol ds in the Pl entywod assessnent area are | ow incone, 19% are noderate
i ncome, 20% are mddle incone, and 37% are upper inconme. The data al so

i ndi cate that the bank made 14% of the consuner |oans to m ddl e-i ncone
borrowers and 18%to upper-income borrowers.

The bank's |l evel of lending to | ow and noderate-inconme residential rea
estate borrowers is nuch lower than its consunmer lending levels. 1In the |ast
six nonths, the bank nmade 39% of its Plentywood assessment area residential
real estate loans to | ow and noderate-income borrowers. However, given the
relatively small nunber of real estate |oans nade by the Plentywood office in
the past six nonths, only 28, these statistics are of limted val ue.

Al of the farmloans in the Plentywod assessnent area's CRA sanple were nmade
to small farns; all 95 borrowers have gross annual revenues of |ess than $1
mllion. |In addition, the bank provides smaller |oans to these borrowers; 96%
had amounts of $100,000 or |ess and 4% had amounts between $100, 000 and

$250, 000.

Overall, the bank's lending in the Pl entywod assessnent area is reasonable

gi ven the high percentage of consunmer |oans to | ow and noderate-i ncone
borrowers and the hi gh percentage of loans to small farnms. Comunity contacts
did not identify any unnet credit needs or comment on heavy | oan demand by
particul ar i ncone groups.

Concl usi on
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Overall, the bank's level of lending to borrowers of different incone |evels
nmeets the standards for satisfactory performance. As expl ai ned previously,
greater weight is placed on the perfornmance of the non-MSA offices than on the

Billings office. Consuner lending in the Harl em and Pl ent ywood assessnent
areas is heavily concentrated in loans to | ow and noderate-i nconme borrowers
reflecting the need for small |oans to consunmers in these assessment areas.

VWiile real estate lending to | ow and noderate-inconme borrowers i s somewhat
lower, the level is reasonable in Ilight of the |lack of demand for such | oans
in Harlemand Pl entywood and the | ack of affordabl e housing and strong
conpetition for real estate loans in Billings. Finally, the heavy
concentration of snall business and snmall farm |l oans indicates the bank is
actively supporting this sector of the econony in each assessnent area.

Ceographic Distribution of Loans

The distribution of the bank's | oans in geographies of different income |evels
i s reasonabl e and neets the standards for satisfactory performance. The

foll owi ng di scussion reviews the bank's | endi ng patterns by geography in each
assessnment ar ea.

13
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Billings MSA Assessnent Area

The bank's distribution of |Iending to geographies of different incone |evels
inthe Billings assessnent area is acceptable given the bank's size and

| ocation in the assessment area. As previously discussed, the Billings
assessnment area contains two | owincone tracts and four noderate-incone
tracts. According to the 1990 census data, the percentage of the assessnent
area's popul ation distribution by the inconme |evel of census tracts was 4% | ow
i ncome, 14% noderate income, 64% m ddl e i ncome, and 18% upper incone. Al of
the | ow and noderate-inconme tracts are adjacent to one another. These tracts
i ncl ude nuch of downtown Billings and the southern section of the city. These
sections are primarily conmrercial and industrial having only 4,048 owner -
occupi ed housing units, 13.8%of the MSA total. As the follow ng chart shows,
t he bank has nost of its loans in the mddl e- and upper-income tracts.

DI STRIBUTTON OF LOANS | N BI LLI NGS ASSESSMENT AREA
BY I NCOVE LEVEL OF CENSUS TRACT

Bl LLI NGS ASSESSMENT AREA

Low Moderate | Mddle Upper
Loan Type I ncone I ncone I ncone I ncone

Consuner Loans:

Per cent age of Total Loans 4% 4% 76% 16%
Percent age of Total Loan Anounts 1% 1% 73% 25%
Resi dential Real Estate Loans:

Percent age of Total Loans 0% 6% 74% 20%
Percent age of Total Loan Anmounts 0% 4% 76% 20%
Smal I Busi ness Loans:

Percent age of Total Loans 9% 9% 65% 17%
Percent age of Total Loan Anmounts 4% 8% 64% 24%

The tabl e shows that 8% of the sanpled consuner | oans were nade in | ow and
noder at e-i ncone census tracts. The table also shows that the bank did not

make any residential real estate loans in [owinconme census tracts and only 6%
of its residential real estate |oans in noderate-incone census tracts. In
1995, the bank nade one of its HVDA | oans, 1.8%of total HVDA | oans, in | ow

or noderate-inconme census tracts. This conpares unfavorably to the aggregate

| enders who nade 12. 8% of HVDA reportable loans in | ow and noderate-incone
tracts. Finally, the table shows that 18% of small busi ness | oans were made
in low and noderate-income census tracts.

Al t hough the I evel of lending in |ow and noderate-incone tracts is |ow for

all types of loans, this distribution is reasonable given the |ocation and
size of the bank's Billings office. The bank's office is |located on the
western side of Billings near a |arge shopping mall. The | ow and noder at e-
income tracts are in the southern and eastern sections of the city. Numerous
other financial institutions are located in or nearer to these tracts than
subj ect bank. Accordingly, it is reasonable that few consuners or business
owners woul d travel past numerous financial institutions in order to reach the
bank's offi ce.

Second, the bank's Billings office is very snmall, representing | ess than 20%
of the bank's total assets. The bank's small size in a highly conpetitive

mar ket domi nated by several very |large organizations hinders its ability to
conpete for loans in | ow and nmoderate-inconme areas. Not only do many of
these institutions have offices near these census tracts, but several have the
resources to devel op special products geared toward | ow and noderate-i ncone

14
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resi dents.

Based on the above, the bank's distribution of |oans between geographi es of
different incone levels in the Billings assessnent area is reasonable.

Har | em Assessnent Area

The bank has a reasonabl e distribution of |oans anong this assessnent area's
geogr aphies. The Harl em assessnent area has two noderate-i ncone BNAs where
about 58% of the assessnent area's residents live. The assessnent area al so
i ncl udes one mddl e-i ncone BNA that contains the renmaining 42% of the

popul ation. The table bel ow shows the distribution of the Harl em assessnent
area's | oans anong these three BNAs.

DI STRIBUTTON OF LOANS TN THE HARLEM ASSESSMVENT
AREA BY BNA | NCOVE LEVEL*
Moder at e M ddl e
Loan Type I ncome I ncome
CONSUMER
Total Nunber of Loans 94% 6%
Total Amount of Loans 76% 24%
SMALL FARM
Total Nunber of Loans 76% 24%
Total Amount of Loans 45% 55%
*The Harl em assessnent area contains no | ow or
upper -i ncome BNAs.

As shown above, the bank made 94% of its consuner and 76%of its snmall farm
loans in the Harl em assessnent area's noderate-incone BNAs. As noted
previously, an analysis of real estate |oan distribution is not meani ngful
because only two | oans fromthis assessnent area were reviewed. G ven that
58% of the assessnment area's residents live in these tracts, the bank's |eve
of lending conpares favorably with the area's popul ation distribution. The
bank's |l ower level of lending in the m ddle-incone BNA can be attributed to
the fact that of the three banks in Blaine County, two are located in the
m ddl e-i nconme BNA, while the subject bank is |located in a noderate-income BNA
Bot h noderate-i ncone BNAs are closer to the subject bank than to the other
banks in the assessnment area. Overall, the bank's | ending across BNAs of
different incone levels in the Harl em assessnent area i s reasonabl e given the
high | evel of lending in the noderate-incone BNAs in the assessnent area and
hi gh | evel of banking conpetition in the m ddl e-i ncome geography.

Pl ent ywood Assessnent Area

The bank has a reasonabl e distribution of |oans anong the Pl entywood
assessment area's geographies. As previously discussed, this assessnent area
has one noderate-i ncone BNA where approxi mately 20% of the assessnent area's
residents live. The assessnent area al so includes two m ddl e-i ncome BNAs t hat
contain the remai ni ng 80% of the county's population. The bank's Pl entywood
branch is located in a mddle-income BNA. The tabl e bel ow shows the
distribution of the Plentywod assessnent area | oans ampong these three BNAs.

DI STRIBUTTON OF LOANS | N THE PLENTYWOCD
ASSESSMENT AREA BY BNA | NCOVE LEVEL*

Moder at e M ddl e
Loan Type I ncome I ncome

CONSUMER
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Total Nunber of Loans 3% 97%
Total Amount of Loans 4% 96%

RESI DENTI AL REAL ESTATE

Total Nunber of Loans 0% 100%
Total Amount of Loans 0% 100%
SMALL FARM

Total Nunber of Loans 5% 95%
Total Amount of Loans 2% 98%

*The Pl ent ywood assessnent area contalins no | ow
or upper-income BNAs.

As shown above, the percentage of bank |l ending in the noderate-incone BNA in
this assessment area is quite low The bank only made 3% of its consuner and
5% of its small farmloans in the Pl entywod assessnent area's noderate-incomne
BNA. The table al so shows that the bank did not make any residential real
estate | oans in the noderate-incone BNA

The fact that the bank has extended fewer consumer and small farmloans and no
residential real estate loans to borrowers fromthe noderate-income BNA is
mtigated by at least two factors. First, the Plentywood branch is centrally
located within its defined assessnent area. The nobderate-income BNA, | ocated
in the southern section of the assessment area, is served by a credit union in
Medi ci ne Lake, Montana, and a bank in Froid, Mntana, which is a fewmles
from Sheridan County's sout hern boundary. The bank's lending in the noderate-
income BNA likely reflects the | ocation of conpetitors in and near the

sout hern section of the bank's assessnent area. Second, the noderate-incone
BNA i s sparsely populated with only 945 residents and the denand for
residential real estate loans is extrenely limted. Al though the bank's

l ending activity in the noderate-income BNAis low, it seens reasonabl e given
the | ack of popul ation and | ocation of conpetitors in this BNA and neets the
standards of satisfactory performance.

Concl usi on

Overall distribution of |ending between geographies of different incone |evels
nmeets the standards for satisfactory performance. Limted lending in [ow and
noder at e-i ncone geographies in the Billings and Pl entywood assessnent areas is
expl ai ned by the | ocation of the bank offices in those areas and conpetitive
conditions in the comunities. Likew se, the concentration of the Harlem
office's loans in the noderate-incone BNAs is largely the result of the

| ocation of the office relative to other institutions. The overall |ending
patterns for the three offices denonstrate that the bank actively lends to
residents, BNAs, and census tracts of all income categories.

Ceneral Comments

The eval uation did not reveal any substantive violations of fair |ending | ans

or regulations. The evaluation reveal ed procedural violations of the

techni cal aspects of HVDA and two isolated violations of the technical aspects

of Regul ation B. Bank nanagenent promised to correct the violations pronptly.
In addition, the bank has received no CRA-rel ated conpl aints since the

previ ous eval uati on.
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PUBLIC DISCLOSURE

December 2, 1996
Date of Evaluation

COMMUNITY REINVESTMENT ACT
PERFORMANCE EVALUATION

Rocky Mountain Bank
Name of Depository Ingtitution

093001170000
I dentification Number of Ingtitution

Billings, 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.



