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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 Plaza Park State
Bank, Waite Park, M nnesota, prepared by the Federal Reserve Bank of

M nneapolis, the institution's supervisory agency, as of August 19, 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."

The CRA eval uation reveal ed several factors that support the bank's
satisfactory CRA performance. First, the bank's |oan-to-deposit ratio is
reasonabl e given the credit demands, conpetition, and denographics of its
assessment area. Second, the bank has originated nost of its loans to
assessment area residents. Third, the bank actively extends |loans to |l ow- and
noder at e-i ncone i ndi vidual s and snal | busi nesses.
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The followi ng table indicates the perfornmance | evel

of Plaza Park State Bank,

Waite Park, Mnnesota, with respect to each of the five performance criteria.

SMALL | NSTI TUTI ON
ASSESSMENT CRI TERI A

PLAZA PARK STATE BANK
WAl TE PARK, M NNESCOTA
PERFORVMANCE LEVELS

Exceeds
St andar ds
for
Satisfactory
Per f or mance

Meet s Does Not Meet
St andar ds St andar ds
for for

Satisfactory
Per f or mance

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

The bank has not

recei ved any CRA conpl aints

since the | ast eval uation.
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DESCRI PTI ON OF | NSTI TUTI ON

Based on its size and financial condition, the bank is able to effectively
nmeet the credit needs of its assessnment area. The bank was rated satisfactory
in helping to neet the credit needs of its community at its previous CRA

eval uation. The bank operates a full-service office in Wiite Park, which is
located in the St. Coud, Mnnesota, Metropolitan Statistical Area ("MBA").
The bank has only one office and operates an on-site automated teller nachine.

According to the June 30, 1996, Report of Condition ("ROC'), the bank has
total assets of $72.8 mllion and total deposits of $65.6 mllion. The bank
is not subject to any financial constraints that would inhibit it from
effectively meeting the credit needs of its assessnent area. According to
June 30, 1996, ROC data, the bank's loan portfolio consists of 53% comer ci al
25% consuner real estate, 17% consuner, 3% agricultural, and 2% other | oans.
The bank's | oan portfolio reflects the demand | evel for specific types of

| oans in the assessnent area.

The bank offers a variety of |oan products that serve the credit needs of the
conmunity, primarily products for commercial borrowers, including Smal

Busi ness Administration |oans. The bank al so extends a wi de array of consuner
| oans for autonobile, hone inprovement, nobile home, and debt consolidation
purposes. In addition, the bank offers a honme equity line of credit. The
bank currently provides conventional and Federal Housing Admi nistration
consuner real estate financing.

DESCRI PTI ON OF PLAZA PARK STATE BANK' S ASSESSMENT AREA

The bank's assessment area includes portions of four M nnesota counties:
Stearns, Benton, Sherburne, and Wight. This area also includes portions of

the St. Coud MSA and the M nneapolis/St. Paul MSA. The bank's one office is
|ocated in Waite Park, Mnnesota, in census tract 5, a mddle-incone tract.

According to the 1990 census, the assessnent area had a popul ati on of 120, 443.
Since the bank is located in an MBA, it is subject to the Hone Mrtgage

Di scl osure Act ("HVDA").

CRA divides inconme into four categories: |ow noderate, mddle, and upper
The categorization of a borrower or geography's incone is determned relative
to the MBA nmedian famly income. Pursuant to CRA's definitions, |owincome

i ndi vi dual s have i ncones of |ess than 50% of the MSA nedian famly incone,
whi | e noder at e-i ncone i ndi vi dual s have incones of at |east 50% but |ess than
80% of this amount. The regul ation defines a mddl e-income individual as one
with an income of at |east 80% but |ess than 120% of the MSA nedi an i ncone.
An individual with an incone that is 120% or nore of the MSA nedian incone is
consi dered upper income. Census tracts are classified using simlar
categories based on the level of the nmedian famly income in the geography.
The 1990 census indicates the median famly incomes for the St. doud MSA and
M nneapol i s/ St. Paul MSA are $32,693 and $43, 063, respectively. According to
1995 data, the nedian famly incones for the St. doud MSA and M nneapolis/ St
Paul MSA are $39, 400 and $51, 000, respectively.

The bank's assessment area consists of 4 tracts |located in the M nneapolis/St
Paul MBA (303, 313, 314, and 1003) and 26 tracts located in the St. Coud MA
O the 30 census tracts in the bank's assessnent area, 2 tracts are | ow

i ncome, 23 are nmiddle incone, and 5 are upper inconme. According to the 1990
census, the lowincone tracts have a total population of 1,281, the mddle-

i ncome tracts have a total popul ation of 97,163, and the upper-incone tracts
have a total population of 21,999. There are 263 households in the | owincone

tracts and only 10 owner-occupi ed househol ds.

Tract 314, located in the Mnneapolis/St. Paul MSA, enconpasses a M nnesota
State Corrections facility. As such, its population is primarily prison
inmates. It has no househol ds and an incone level listed as 0% of the NMSA
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median famly inconme. Tract 1 is the other lowincome tract and is part of
downtown St. Coud. This area is comercialized and has a very smal
popul ati on.

Tracts 303, 313, and 1003 in the M nneapolis/St. Paul MSA, and 201, 202.01
202. 02, 203, 3.01, 3.02, 5, 6.01, 6.02, 7.01, 8.01, 9.01, 10.01, 102, 103,

104. 01, 104.03, 112, 113.01, and 113.02 are middl e-incone tracts. These
tracts are dispersed throughout the assessnent area. The nedian famly incone
level s of the 23 tracts range from $27, 197 to $41, 976.

Tracts 2, 4, 101, 113.03, and 114 are upper-inconme tracts. These tracts are
clustered in the central portion of the assessnent area and in the western
suburbs of St. doud. The nedian famly inconme |levels of the five tracts
range from $40, 069 to $52, 264.

According to 1990 U S. census data, the bank's assessment area nmedian famly
i ncome is $35,362, while its nedian household incone is $29,388. There are
28,131 fam lies and 39,696 households in the bank's assessnent area.
Approxi mately 6% of the famlies and 12% of the households in the area have
i nconmes bel ow the poverty level. The follow ng table sumarizes the
distribution of famly and househol d i ncone for the assessnent area.
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ASSESSMVENT AREA PCPULATI ON DI STRI BUTI ON
BY | NCOMVE LEVEL

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

Househol ds Conpared to
Medi an Househol d | ncone 20. 6% 16. 3% 21. 2% 41. 8%

Fam | ies Conpared to
Medi an Fam |y | ncome 15. 7% 17. 8% 26. 6% 39. 9%

St. Coud' s econony is considered one of the fastest-grow ng econonmies in

M nnesota. St. Coud is the county seat of Stearns County and functions as a
commer ci al and busi ness hub for Stearns, Benton, and Sherburne counties. The
conmuni ty has a diverse econony with its four major industries being service,
manuf acturi ng, governnent, and retail. The city is rapidly evolving into a
retail center with many new shoppi ng establishments having located in the area
within the past five years

Housi ng has generally kept pace with the area's growth but has been dedi cated
nmore to higher-income hones. According to a comunity contact, it is
difficult to find starter hones in the $65,6000 to $80, 000 price range because
few homes in this price range are being built. |In addition, apartment rentals
are very expensive, and there are virtually no rental hones avail abl e.

Exami ners relied on information received fromseveral nmenbers of the
conmuni ty, including civic | eaders, to conplete the CRA eval uation
CONCLUSI ONS W TH RESPECT TO PERFORVANCE CRI TERI A

The bank's overall CRA performance neets the standards for satisfactory
performance. The criteria detailed below was reviewed in determning this
rating.

Loan-to-Deposit Rati o Anal ysis

The bank's | oan-to-deposit ratio is reasonable. As such, the bank's |ending
nmeets the standards for satisfactory performance. The quarterly average of
the bank's | oan-to-deposit ratio since the previous evaluation is 61% The
follow ng chart, based on quarterly ROC data, reflects that the | oan-to-
deposit ratio has increased since the | ast eval uation
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Net Loans Deposits Loan-t o- Deposi t

Quarter Ending (in thousands) | (i n thousands) Rati o
June 30, 1996 $40, 894 $65, 635 62%
March 31, 1996 $38, 532 $65, 199 59%
Decenber 31, 1995 $38, 666 $63, 173 61%
Sept enber 30, 1995 $37, 981 $61, 574 62%
June 30, 1995 $37, 433 $60, 072 62%
March 31, 1995 $34, 834 $60, 984 57%

The bank's net | oans have increased approxinmately $5 mllion since the

previ ous evaluation. The bank attributes this, in some degree, to its active
marketing efforts. Al so, the bank has been offering an attractive fixed
interest rate for many of its consumer |oans. Furthernore, deposits have

i ncreased since the previous evaluation due to additional custoners who have
noved their accounts fromconpetitors. The bank's | oan-to-deposit ratio does
not reflect a significant nunber of residential real estate |oans sold by the
bank on the secondary market since the previous eval uation

The tabl e bel ow conpares ot her banks in the assessnent area with the subject
bank in terns of total assets and quarterly average | oan-to-deposit ratio.

Total Assets Quarterly Average
Institution Nane (June 30, 1996) Loan-t o- Deposi t

and Location (i n thousands) Ratio
Pl aza Park State Bank $ 72,774 61%
Waite Park, M nnesota
Conpetitor A $211, 431 78%
Conpetitor B $319, 007 71%
Conpetitor C $264, 442 88%

In addition, several nonbank entities and branches of |arge financial
institutions provide conpetition for loans in the St. doud area. Many of
these institutions do not conpete with the bank for deposit custoners.

The bank's 61% | oan-to-deposit ratio is |lower than its conpetitors. However,
as noted above, the bank sold a substantial amount of secondary market rea
estate | oans since the previous evaluation and these | oans are not reflected
in the |loan-to-deposit ratio. Considering the strong conpetition for |oans,
the bank's size conpared with its direct conpetitors, and its sale of
secondary nmarket real estate |oans, the | oan-to-deposit ratio is reasonable
and neets the standards for satisfactory perfornance.
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Lendi ng i n Assessnment Area

The bank's lending in its assessnent area exceeds the standards for
satisfactory perfornance. Based on a review of a statistical sanple of bank
| oans originated in the past six nonths, the bank made a substantial majority
of loans inside the assessnent area. Examiners reviewed the bank's three
maj or | oan product categories (small business, consuner, and residential real
estate) by analyzing the nunber and dol |l ar anobunt of new | oans ori gi nated

i nsi de and outside the assessnent area.

The tabl e bel ow shows the sizable percentage of the total nunber and doll ar
vol une of reviewed |loans that are to borrowers inside the assessnent area

PERCENTAGE OF LOANS | N THE ASSESSMENT AREA
Maj or Loan Total Nunber Tot al Anobunt
Product Lines of Loans of Loans
Smal | Busi ness 96% 97%
Consuner 90% 91%
Resi dential Real Estate 93% 89%

The bank's | evel of small business lending within its assessnent area is
significant considering that these | oans represent 53% of the bank's | oan
portfolio. 1In addition, St. Coud is a very conpetitive small business and
consuner banki ng nmarket .

The bank is one of the smaller lenders in the St. Coud MSA and the assessnent
area. The bank's | oans accounted for about 1.5% of the HVDA reportable
activity in the St. doud MSA and the assessnent area during 1994 and about 1%
in 1995.

In 1995, the bank reported 61 HVDA | oans. O these loans, 47 were to
residents of the assessnent area. The pattern is simlar for 1994; the bank
reported 73 HVDA | oans that year, of which 68 were to assessnent area
residents.

As the data shows, the bank's lending activity is highly concentrated wi thin
t he assessnent area. Accordingly, the bank's |ending exceeds this category's
standards for satisfactory performance.

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

The bank's lending to borrowers of different incone |evels and to busi nesses
of different sizes exceeds the standards for satisfactory performance. The
bank provides a major portion of its loans to | ow and noderate-income
borrowers and to small businesses and farns. The incone |evel of consunmer and
residential real estate borrowers is determ ned based on the MSA nedian famly
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i nconme for the MSA in which the consumer resides. The follow ng chart
illustrates the bank's distribution of loans in its assessment area by incone
| evel .

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

Low Moderate | Mddle Upper
I nconme | nconme I nconme | ncome
Consuner :
Percent age of Total Loans 40% 26% 17% 17%
Percent age of Total Loan Anmounts 32% 22% 14% 32%
Resi denti al Real Estate:

Percent age of Total Loans 9% 25% 23% 43%
Percent age of Total Loan Amounts 4% 28% 18% 50%
*Income | evel is determ ned based on the 1995 nedian fam ly incones for

the M nneapolis/St. Paul MSA (5210) and the St. d oud MSA (6980), which
are $51, 000 and $39, 400, respectively.

The data in the table indicates that the bank provided 66% of its consuner and
34%of its residential real estate loans to | ow and noderate-inconme

i ndividuals. Overall, these percentages conpare very favorably to the

percent age of | ow and noderate-incone households and famlies in the bank's
assessment area. As previously nentioned, approximately 37% of the assessnent
area' s households and 33%of its famlies are classified as | ow and noderate

i ncome.

The bank nmade | oans to 26 | ow and noderate-incone individuals in the
conmunity in 1994. These |oans constituted 38% of the bank's total |oans that
year. Based on St. O oud MSA aggregate data for the bank's community that
year, MSA | enders nade 29% of all originated |oans to | ow and noderate-incone
i ndividuals. In 1995, the bank nmade 22 of 52 loans (42% to | ow and
noder at e-i ncone individuals in the community. Aggregate |enders in the bank's
St. doud MSA comunity made 28% of their total [oans to | ow and noderate-

i ncone individuals.

CRA defines snmall businesses as those with less than $1 mllion in gross
annual revenues. The bank has an excellent record of |lending to smal

busi nesses in the assessnent area. Loans to small businesses conprise 82% of
the revi ewed comercial |oans and 71% of the reviewed total conmercial |oan
amounts. Even for large |oans that range from $250, 000 to $1, 000, 000, both of
the revi ewed borrowers were small businesses. It should be noted that the
bank nade 82% of the reviewed |oans in anobunts | ess than $100, 000.

Based on the significant |evel of consuner lending to | ow and noderate-incone
borrowers in the community and the nunber of small business | oans extended,
t he bank exceeds the standards for satisfactory performance in this category.

Ceographic Distribution of Loans

The geographic distribution of |loans in the assessnment area is reasonabl e and
nmeets the standards for satisfactory performance. As discussed, the bank's
assessment area includes 2 | owincone, 23 mddle-incone, and 5 upper-income
census tracts. The vast majority of the assessnent area's residents live in
m ddl e-i ncone census tracts. Approximately 81% of the population live in
these tracts. The |lowinconme tracts contain only 1,281 residents, or 1% of

t he assessnent area's residents, and the upper-income tracts contain 18% of
the assessnment area's residents.
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Based on our |oan sanple, the bank made no consuner, residential real estate,

or small business loans in the | owincome census tracts. As discussed, very

fewresidents live in these tracts, and there are only 10 owner-occupi ed
households in these tracts. In addition, the residents of one of these tracts

are prison inmates who woul d not be considered potential borrowers. The bank
made the large majority of its loans in the mddle-income tracts.

Approxi mately 89% of the residential real estate |oans sanpled and 86% of the

total anobunt of these |oans went to residents of mddle-inconme census tracts.
For consuner |oans, the bank made 82% of the | oans and 78% of the total |oan

amounts in mddle-income census tracts. In addition, the bank made

approxi mately 72% of the small business | oans and 81% of the total snal

busi ness [ oan anobunts in mddl e-incone census tracts.

The bank made fewer | oans in the upper-incone census tracts in its assessnent
area. The bank originated 11%of its residential real estate, 18%of its
consuner, and 28%of its small business |oans in upper-incone census tracts.
The bank made the followi ng percentages of total |oan amounts for its
residential real estate, consuner, and small business | oans, respectively, in
upper-income census tracts: 14% 22% and 19%

The bank's distribution of |oans anong the types of census tracts closely
approxi mates the popul ation distribution in those tracts. The percentage of
residential real estate and consumer loans in mddle-inconme tracts al nost
equal s the percentage of the population living in those tracts. Al though the
bank made a snaller percentage of small business |oans in mddle-incone tracts
conpared with the other |oan types, the bank still made 72% of these | oans
within the mddl e-income tracts.

Because the bank's distribution of |oans conmpares closely with the assessnent
area's popul ation distribution, the bank's distribution of |oans is reasonable
and neets the standards for satisfactory perfornance.

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 HVDA. Bank nanagenent agreed
to correct these violations. |In addition, the bank has not received any CRA
conpl aints since the |l ast evaluation
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PUBLIC DISCLOSURE

August 19, 1996
Date of Evaluation

COMMUNITY REINVESTMENT ACT
PERFORMANCE EVALUATION

Plaza Park State Bank
Name of Depository Institution

092762620000
Identification Number of Institution

W aite Park, Minnesota
Address of Institution

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 this institution. The rating assigned to this institution does not represent
an analysis, conclusion, or opinion of the federal financial supervisory agency
concerning the safety and soundness of this financial institution.



