GENERAL | NFORVATI ON

Thi s docunment is an evaluation of the Comunity Reinvestnment Act ("CRA")
performance of First American Bank Valley, Gand Forks, North Dakota, prepared
by the Federal Reserve Bank of M nneapolis, the institution's supervisory
agency.

The eval uation represents the agency's current assessnent and rating of the
institution's CRA performance based on an exam nation conducted as of

Cctober 21, 1996. It does not reflect any CRA-related activities that may
have been initiated or discontinued by the institution after the conpletion of
t he exam nation

The purpose of the Community Rei nvestnent Act of 1977 (12 U. S.C. 2901), as
amended, is to encourage each financial institution to help nmeet the credit
needs of the conmunities in which it operates. The Act requires that in
connection with its exam nation of a financial institution, each federa
financi al supervisory agency shall (1) assess the institution's record of

hel ping to neet the credit needs of its entire commnity, including |low- and
noder at e-i ncone nei ghbor hoods, consistent with safe and sound operations of
the institution, and (2) take that record of performance into account when
deci di ng whether to approve an application of the institution for a deposit
facility.

The Financial Institutions Reform Recovery, and Enforcenment Act of 1989,
Pub. L. No. 101-73, anended the CRA to require the Agencies to make public
certain portions of their CRA performance assessnments of financia
institutions.

BASI S FOR THE RATI NG

The assessnment of the institution's record takes into account its financia
capacity and size, legal inpedinments and | ocal econom c conditions and

denogr aphi cs, including the competitive environnent in which it operates.
Assessing the CRA performance is a process that does not rely on absol ute
standards. Institutions are not required to adopt specific activities, nor to
of fer specific types or amounts of credit. Each institution has considerable
flexibility in determning howit can best help to neet the credit needs of
its entire community. In that light, evaluations are based on a revi ew of

12 assessment factors, which are grouped together under 5 performance
categories, as detailed in the follow ng section of this eval uation



ASSI GNVENT COF RATI NG

Identification of Ratings

In connection with the assessnment of each insured depository institution' s CRA
performance, a rating is assigned fromthe foll ow ng groups:

Qut standi ng record of neeting community credit needs.

An institution in this group has an outstanding record of, and
is aleader in, ascertaining and hel ping to neet the credit
needs of its entire delineated conmunity, including | ow and
noder at e-i ncone nei ghbor hoods, in a manner consistent with its
resources and capabilities.

Satisfactory record of neeting community credit needs.

An institution in this group has a satisfactory record of
ascertaining and helping to neet the credit needs of its
entire delineated conmmunity, including | ow and noderate-
i nconme nei ghbor hoods, in a nmanner consistent with its
resources and capabilities.

Needs to inprove record of neeting community credit needs.

An institution in this group needs to inprove its overal
record of ascertaining and helping to nmeet the credit needs of
its entire delineated conmunity, including | ow and noderate-
i nconme nei ghbor hoods, in a nmanner consistent with its
resources and capabilities.

Subst antial nonconpliance in neeting community credit needs.

An institution in this group has a substantially deficient
record of ascertaining and helping to nmeet the credit needs of
its entire delineated conmunity, including | ow and noderate-
i nconme nei ghbor hoods, in a nmanner consistent with its
resources and capabilities.



Di scussion of Institution's Perfornmance

Institution' s Rating:

This institution is rated " Qutstanding record of nmeeting comunity credit
needs" based on the findings presented bel ow.

. ASCERTAI NVENT OF COMMUNI TY CREDI T NEEDS

Assessnent Factor A - Activities conducted by the institution to
ascertain the credit needs of its community, including the extent of the
institution's efforts to conmunicate with nenbers of its comunity
regarding the credit services being provided by the institution

The bank's directors, officers, and staff are involved in a variety of
activities that enable themto very effectively determne the credit
needs of the bank's delineated conmunity. These activities include
formal and informal contacts with a variety of |ocal organizations and

i ndi viduals. The bank determ nes conmunity credit needs through a

conbi nation of activities. These activities include interaction with
conmuni ty groups, custoners, business |eaders, and government officials.

Because bank officers are active in local comunity activities, the bank
obtains nost of its comunity information through contacts with | oca
residents. Bank officers are | eaders and nenbers of a wide variety of
civic and fraternal organizations in the delineated community. For
exanpl e, the bank's president serves on the boards of directors of the
G and Forks Regi on Econom c Devel opnent Corporation and the North Dakota
Bankers Association. He continues as a nenber of the G and Forks
Chanber of Commerce. Bank officers are also involved with organizations
such as Sertoma International, Gand Forks Exchange C ub, G and Forks
Optimst Aub, Kiwanis, Wal sh County Job Devel opnent Aut hority, Sioux
Boosters, Grand Forks Rotary International, Valley Menorial Homes
Foundati on, and a nunber of other |ocal civic and religious

or gani zat i ons.

The bank finalized the results of a customer survey in Septenber 1996
The bank used the survey to ascertain the bank's perfornmance in severa
key areas. The survey was conducted in the Gafton, Larinore, and G and
Forks branch markets. The results of the survey reveal ed no
deficiencies with the bank's service to its custoners.

Since the previous eval uation, the bank has not offered any new credit
products. It has placed new automated teller machines ("ATM) at
several locations in the delineated community.

Through contacts with and participation in the organizations |isted
previ ously, bank managenent is able to ascertain specific community
credit needs and investigate the feasibility of the bank neeting those
needs.



Assessnent Factor C - The extent of participation by the institution's
board of directors in forrmulating the institution's policies and
reviewing its performance with respect to the purposes of the Community
Rei nvest nent Act.

The board of directors is very involved in the comunity and in
formul ati ng the bank's CRA policies and reviewing its CRA performance.
The bank's board of directors is conposed of three bank officers and six
outside directors. Al of the directors reside in the bank's delineated
conmunity. Al of the outside directors and two of the bank officers
are long-tine residents of the commnity. The outside directors
represent a variety of comrercial interests.

The board's oversight concerning CRAis strong. Board nenbers regularly
di scuss substantive issues concerning CRA. For instance, the bank's
conpl i ance specialist presents information to the board on the bank's
CRA performance regularly. The directors approved the bank's CRA
statement at its February 22, 1996, neeting. This CRA statenent

i ncl uded an analysis of the bank's lending activities, a discussion of
the bank's marketing program a listing of staff involvenent in various
organi zations, and a listing of the bank's credit products. The board
of directors also ensures that all technical requirenents of the

regul ation are net.

MARKETI NG AND TYPES OF CREDI T OFFERED AND EXTENDED

Assessnent Factor B - The extent of the institution's marketing and
special credit-related prograns to make nenbers of the comunity aware
of the credit services offered by the institution

The bank has a highly effective marketing programthat uses a variety of
advertising media. The program uses word-of -nmouth conmuni cations, print
and broadcast advertisenents, seminars, statement stuffers, church
bul l etins, and various sponsorships to pronote the bank's nane and
credit products.

Seni or managenent, in conjunction with the marketing staff of Brener

Fi nancial Services, Inc., an affiliate of Brener Financial Corporation
(the bank's hol di ng conpany), prepares, plans, and reviews all forma
marketing efforts. Print advertising represents the |argest part of the
bank's marketing efforts. The bank advertises in the Gand Forks
Heral d, which covers the Grand Forks, North Dakota, and East G and
Forks, M nnesota, communities. |In addition, it advertises in the
Larinore Pioneer, Larinore Leader, Hillsboro Banner, and G afton Record.
These newspapers serve the Larinore, HiIlsboro, and G afton

conmuni ties. The bank al so advertises in the Wl sh County Press,

Tri County Sun, and Ag Wek magazi ne. The bank advertises in various
organi zati onal brochures as well.

The bank al so pl aces advertisenments with various |ocal radio and

tel evision stations that cover the entire delineated comunity.
Advertisenents are placed with radio stations KYCK Country, Magic 96,
KKXL 93, KNOX AM Hot Country Y-95, KMAV-H || sboro, and KXPO G afton.
The bank advertises on the following | ocal television stations:

WDAZ- TV, KXIB-TV, KBRR-TV, KTH -TV, and the Cabl ecom channel. The
bank's print and broadcast advertisenents pronote many of its credit and
deposit products.

Assessnent Factor | - The institution's origination of residentia
nortgage [oans, housing rehabilitation | oans, hone inprovenent | oans,
and smal |l business or small farmloans within its comunity, or the
purchase of such loans originated in its commnity.




The variety of credit products offered by the bank are very effectively
tailored to nmeet the credit needs in the delineated cormmunity. The bank
underwites consuner, snmall business, agricultural, and real estate
loans. The different types of consuner and real estate |loans are quite
extensive. The bank has five active secondary nmarket participants that
wi Il purchase nortgage |loans. Its consuner |oans include autonobile,
boat, hone inprovenent, and overdraft checking lines of credit.

The bank's | oan-to-deposit ratio has remained relatively constant since
the | ast evaluation. Based on quarterly Report of Condition ("ROC")

i nformati on, the bank's average net |oan-to-deposit ratio since the |ast
evaluation is 70% In July 1995, First Anerican Bank Valley in G and
Forks nmerged with the First American Banks in Grafton and Larinore

whi ch al nost doubled its asset size.

Conpared with its peers, the bank has a slightly | ower |oan-to-deposit
ratio. Based on information in the June 30, 1996, Uniform Bank

Per f ormance Report, the bank's 74% | oan-to-deposit ratio placed it in
the 49th percentile, as conmpared with peer group banks. The bank's

| oan-to-deposit ratio does not include a sizable nunber of nortgage

| oans sold on the secondary market since the previous eval uation

The followi ng chart, based on ROC data from March 31, 1995, to June 30,
1996, conpares the bank's average net |oan-to-deposit ratio with other
| ocal banks.

June 30, 1996 Aver age Net
Bank Name Asset Size Loan-t o- Deposi t
(Locati on) (I'n thousands) Rati o
First American Bank Vall ey $342, 782 70%
G and Forks, North Dakota
Bank A $453, 834 87%
Bank B $83, 228 63%

The majority of the bank's |oans are small business and agricul tural

| oans. Based on the bank's June 30, 1996, RCC, the bank's | oan
portfolio consists of 42% comercial, 33%agricultural, 12% consuner,
11% consuner real estate, and 2% other |oans. The bank's percentage of
agricultural loans increased after the July 1995 nerger

On an annual basis, the bank conducts a performance review of its

| endi ng patterns. The bank performs this review by analyzing its Home
Mort gage Di sclosure Act ("HVDA') data and a geographic distribution
analysis of loans in its portfolio. A review of the bank's |oan
analysis is detailed in Assessment Factor E

Assessnent Factor J - The institution's participation in governnmentally-
i nsured, guaranteed or subsidized | oan prograns for housing, smal
busi nesses, or small farns.

The bank is actively involved in a wide range of governnent-guar ant eed
credit progranms to help nmeet the community's credit needs. The bank

of fers Federal Housing Administration ("FHA"), Departnent of Veterans
Affairs ("VA'), North Dakota Housi ng Finance Agency First Time Home
Buyers ("FTHB"), Bank of North Dakota Partnership in Assisting Comunity
Expansi on, Small Business Admi nistration ("SBA"), Agricultura



Partnership in Assisting Community Expansion, and Farm Servi ce Agency
("FSA") | oan prograrns.

In the first 9 nonths of 1996, the bank originated 41 FHA 15 VA, and

13 FTHB nortgage loans. |In 1995, the bank originated 29 FHA, 14 VA, and
8 FTHB nortgage loans. A mgjority of the bank's residential nortgage

| oans are sold on the secondary market. |In addition, the bank currently
has 14 FSA-guaranteed | oans and 18 SBA-guaranteed | oans out standi ng.

GEOCGRAPHI C DI STRI BUTI ON AND RECCRD OF OPENI NG AND CLCSI NG OFFI CES

Reasonabl eness of Delineated Community

The bank's delineated comunity has changed since the previous

eval uation. The bank has delineated two comunities in its CRA
statement. Area 1 is defined as starting at Manvel, North Dakota, and
the eastern edge follows H ghway 29 north. The delineated comunity
follows H ghway 29 until it comes to Drayton, North Dakota. The
conmunity then is based on a diagonal |ine drawn from Drayton northwest
to an intersecting point on H ghway 81 just south of dasston, North
Dakota. The line then proceeds straight west, intersecting H ghway 18,
until it reaches a point south and west of Hensel, North Dakota; at this
point it proceeds straight south, intersecting H ghway 17 just east of
Park River, North Dakota. The line then proceeds on a diagonal to the
nort hwestern corner of Grand Forks County, North Dakota, and follows the

western edge of Grand Forks County south until it reaches H ghway 15

The line then proceeds east follow ng H ghway 15 until it stops at

H ghway 29; the line then turns north and foll ows H ghway 29 back to the
sout hern edge of Grand Forks, North Dakota. The line then stops on

H ghway 29, at approximately Northfield, North Dakota, and forns a

sem circle around East G and Forks, M nnesota, stopping at a point north
of East Grand Forks; it then proceeds on a straight line north to
Nort hl and, M nnesota. The line stops at Northland and is drawn strai ght
east until it intersects at the starting point of Manvel, North Dakot a.
This area includes all of the branch offices and ATMs, except the

H |1 sboro office.

Area 2 is defined as a square with the H Il sboro branch office in the
center and bounded by east-west |lines from Buxton, North Dakota, on the
north to Grandin, North Dakota, on the south and north-south |ines from
Mayvill e, North Dakota, on the west to the Mnnesota state |line on the
east.

Assessnent Factor E - The geographic distribution of the institution's
credit extensions, credit applications, and credit denials.

The bank has established a highly effective systemto analyze its | oan
applications. The bank perforns an anal ysis of the geographica
distribution of all accepted and deni ed applications by use of the
CENTRAX software program All |loan applications are initially analyzed
by zip code. The analysis is then converted into census tracts or bl ock
nunbering areas ("BNA") using the CENTRAX program The bank is then
able to determine its lending patterns within its delineated community.
An additional feature of the CENTRAX programis that it automatically
identifies which census tracts or BNAs are | ow, noderate, middle, or
upper income and the percentage of applications the bank has obtai ned
fromthese tracts.

The bank's mpbst recent review was conducted using 1995 data. This

anal ysi s includes alnost all of the bank's outstanding | oans. Based on
this analysis, the bank has 79.2%of its loans in its delineated
conmuni ty. The bank's analysis of its 1995 | endi ng patterns includes



reasons why the bank's percentage of loans within its assessnent area is
not higher. First, approximately 13% of the bank's portfolio could not
be geocoded because the | oan borrowers provided post office box
addresses rather than street addresses. Bank managenent believes that
nost of these borrowers live within the bank's delineated comunity.
Accordi ng to bank nmanagenent, including these borrowers in the sanple
woul d raise its percentage of loans within the delineated comunity to
bet ween 90% and 95% Second, bank managenent believes many of the | oans
outside its conmunity were to individuals who fornmerly resided in G and
Forks. For instance, a nunber of consuner |oans were nade to

i ndi viduals with Hi spani c surnames who now have addresses in Texas or
other southern states. In addition, the bank has made | oans to forner
residents of the Gand Forks Air Force Base ("Base") and to forner
students of the University of North Dakota. Although these individuals
once lived in Grand Forks, many now |ive outside the bank's delineated
conmuni ty.

The anal ysis further reflects that the bank has a nore than reasonabl e
distribution of its | oans anong the noderate-, mddle-, and upper-incone
census tracts and BNAs in its delineated community. Bank managemnent
stated that there are no | owincone areas within the delineated
conmuni ty. However, there were few |l oans in the noderate-incone tracts.
These noderate-incone tracts are primarily located close to the
Uni versity of North Dakota canpus and the Base. Demand for credit in
these areas is limted because of the limted i ncomes and tenporary
nature of much of the population. Al so affecting demand is the smal
nunber of owner-occupied hones in these tracts.



HVDA Dat a

The bank's main office is located in the Grand Forks netropolitan
statistical area ("MSA'), which consists of Gand Forks County, North
Dakota, and part of Polk County, M nnesota. According to 1990 census
data, the MSA had a total popul ation of 79,655 and included 22 census
tracts. The racial conposition of the MSA consisted of 93% white,

2% Hi spanic, 1.8% African-Anmerican, 1.6% Native Anerican, and

1.2% Asian. Four of the census tracts are classified as noderate

i ncome, 14 are nmiddle incone, and 4 are upper inconme. According to the
HVDA data, the census tract that contains the University of North Dakota
canpus has only five owner-occupied units. The census tract that

i ncl udes the Base has only 17 owner-occupi ed housing units.

The bank is the fifth largest lender in the MSA, accounting for about 8%
of the HVDA reportable activity in 1995. 1In 1994, the bank reported 301
HVDA reportabl e applications and 239 | oans. O these |oans, 167 were
made to residents within the bank's MSA-del i neated comunity. The bank
received 210 of its applications fromits MSA-delineated comunity. In
1995, the bank reported a total of 259 applications and 231 |loans. O
these, 179 applications and 173 |l oans were to residents of the bank's
MBA- del i neated comunity. The bank denied only four applications inits
del i neated comunity in 1995, resulting in a denial rate of 2.23% This
conpares favorably with the 10.88% denial rate for aggregate |enders.

The bank's HVDA data from 1994 to 1995 indi cates that the nunber of
applications received decreased by about 15% while |oans nmade by the
bank in the MSA increased 3% For all lenders in the MBA, tota
applications received decreased by 3% and | oans nade decreased by 4%

According to 1990 census data, 3% of the owner-occupied housing units in
the delineated community are in the noderate-incone census tracts. The
1995 HVDA data reflects that the bank originated 100% of the seven
applications received fromresidents residing in the noderate-incone
census tracts. These seven | oans represent 4% of the applications
recei ved and | oans nmade in the MSA, conpared with 4.7% for aggregate
lenders. In addition, the bank made loans in all but two of the census
tracts in its delineation. The two tracts where no | oans were
originated are the census tracts that contain the University of North
Dakota and the Base. Gven the |limted nunber of owner-occupi ed hones
in these tracts, the lack of activity is reasonable.

The bank's lending activity in its delineated community is nore than
reasonabl e for several reasons. First, the bank makes the vast mgjority
of its loans in its delineated community. Second, the bank's
distribution of |oans anobng census tracts of different incone |evels
exceeds expectations given the denographic factors affecting | ending
opportunities in the delineated comunity's noderate-incone census
tracts. Third, the bank is a very active originator of HVDA | oans in
its delineated comunity.



Assessnent Factor G - The institution's record of opening and cl osing
of fices and providing services at offices.

The hours and services provided at the bank's branch offices are
reasonabl e. The bank's hours and services are conpetitive with other

| ocal financial institutions and neet the banki ng needs of the
del i neated comunity. The bank's hours and |locations are listed inits
CRA statenent. Al of the offices and ATMs are | ocated within the
bank' s delineated community. The bank has not closed any offices since
t he previous eval uation

Since the | ast evaluation, the bank has opened its new main office on
Sout h Col umbi a Road, Grand Forks, North Dakota. The fornmer main office
was converted into a branch and is now known as the downtown office.
The bank operates four ATMs in the Grand Forks market and two in
Gafton. Two of the Grand Forks ATMs and one Grafton ATM accept
deposits.

The board of directors has adopted a branch closing policy for the bank.
The policy is designed to mnimze the inpact of a branch closing on
the | ocal area by including provisions for branch cl osure determ nations
and custoner notification.

DI SCRI M NATI ON AND OTHER | LLEGAL CREDI T PRACTI CES

Assessnent Factor D - Any practices intended to di scourage applications
for types of credit set forth in the institution's CRA Statenent(s).

The eval uation did not reveal any evidence of bank practices intended to
di scourage applications for the credit types listed in the bank's CRA
statement. Through its fair lending training and policies, the bank
ensures conpliance with fair lending |aws and regul ati ons. The bank
adopted an Equal Credit Qpportunity Act ("ECQOA') policy as part of its
conpliance policies. |In general, the ECOA policy prohibits | enders from
maki ng | endi ng deci si ons based on prohibited bases.

The bank's board of directors approved the Second Look programin 1994.
The goal of the programis to ensure that all consuner credit
applicants receive fair and equal consideration. The Second Look
program applies to denied applications for direct consumer-purpose
credit, including those secured by residential real estate.

Assessnent Factor F - Evidence of prohibited discrimnatory or other
ilTegal credit practices.

The eval uation did not reveal any violations of the substantive

provi sions of the fair housing and fair lending | aws. However,

exam ners found isol ated technical violations of ECOA's Regul ati on B and
HVDA' s Regul ation C. Managenent prom sed to inplenment pronpt corrective
action to correct the violations.



HVDA Dat a

The bank received few applications frommnority residents of the MSA in
1994 and 1995. The data shows that applications frommnorities total ed
six in 1994 and only three in 1995. The minority applications represent
approximately 2.9%in 1994 and 1. 7% in 1995 of the total applications
recei ved by the bank. The bank indicated that the greatest percentage
of mnorities in the delineated comunity reside near the University of
Nort h Dakota canpus and the Base. Bank managenent indicated that nmany
mnorities in the MSA are short-termresidents who are not in the market
for long-term nortgage products.

COVMUNI TY DEVELCPMENT

Assessnent Factor H - The institution's participation, including
i nvestnments, in Iocal conmunity devel opnent and redevel opnent projects
or prograns.

The bank is very active in a nunber of community devel opnent projects.
The bank has actively pronoted projects for both community devel oprment
and redevel opnent since the previous evaluation. As of the evaluation
date, the bank's portfolio contained 19 comercial |oans to various
muni ci palities in the delineated community. The bank al so had

four outstanding loans to various nonprofit entities in the delineated
conmuni ty. The bank has a significant anmount of outstandi ng nortgage
| oans for disabled individuals who reside in the delineation

The bank has several |arge new community devel opment commtnents. It
has originated two conmunity devel opnent | oans for projects that are

| ocated outside the delineated conmunity. The bank provi ded many SBA
loans to small businesses in its delineated community since the previous
evaluation. In addition, the bank has several credit relationships with
borrowers participating in the Cty of Gand Forks G owth Fund Program
The bank al so made several |oans for business start-up purposes since
the | ast eval uati on.

The bank is a participant in the Federal Hone Loan Bank ("FLHB")

Af f ordabl e Housing Program As a participant in this program the bank
handl es the funds for a local construction project to build housing for
very |l owincome individuals. The bank nonitors and di sburses the FHLB
grant money used to fund the project. Once construction is conplete,
the project will obtain a long-termloan fromthe Departnent of Housing
and Urban Devel opnent.

The bank al so continues to provide substantial support for |oca

organi zati ons t hrough extensive donations of nmoney and enpl oyee

assi stance. During 1995, the bank donated significant funds to | oca
civic, charitable, and religious organizations. |In addition, the bank
directs charitable petitions through sponsorship of grant requests to
the Oxto Brener Foundation

The bank purchases nunici pal bonds fromlocal communities within its
delineation. At the tinme of the evaluation, the bank maintained a | arge
amount of local bonds in its investnent portfolio. The bank bids on al

| ocal bond issues.

Assessnent Factor K - The institution's ability to neet various
conmunity credit needs based on its financial condition and size, |ega
i npedi ments, |ocal econom c conditions and ot her factors.

The bank's financial condition and size allowit to effectively neet the
credit needs of its delineated community. The city of Gand Forks,
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North Dakota, is |ocated on the border of North Dakota and M nnesota
about 75 mles south of the Canadi an border. According to the 1990 U. S.
census, the city of Gand Forks has 49,425 residents, with 70, 683

i ndividuals residing in Gand Forks County. East Gand Forks

M nnesota, has a popul ation of 8,658. There are two major contributing
factors to the local area econony. First, Gand Forks is the site of
the Base, which has a total popul ation of approxi mately 10,000. Since
t he previous eval uati on, the Base has undergone staffing reductions as
partial operations were transferred to other facilities in the country.
As a result, the Base | ost approximately 1,500 individuals. Second,
Grand Forks is hone to the University of North Dakota. The coll ege
canpus has approximately 11, 000 students.

The | ocal area econony is geared primarily toward agricultura
production, specifically crops. According to |ocal contacts, the area's
primary crops are sugar beets and potatoes. Livestock production is
practically nonexistent in the surrounding farm ng area. Gand Forks is
the largest city in the delineated comunity and serves as a naj or

retail and service center for a large section of northeastern North
Dakota and northwestern M nnesot a.

Assessnent Factor L - Any other factors that, in the regulatory
authority's judgenent, reasonably bear upon the extent to which an
institution is helping to neet the credit needs of its entire community.

The bank is willing to participate in all viable devel opnent projects
and ot herwi se neet the credit needs of its community.
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