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PART 1
Item 1. Business

The disclosures set forth in this report are qualified by Item 1A. Risk Factors included herein and the section

captioned “Cautionary Note Regarding Forward-Looking Statements and Factors that Could Affect Future Results”

included in Part II, Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

When we refer to “we,” “our,” “us” or the “Company” in this annual report, we mean First Interstate BancSystem, Inc. and our
consolidated subsidiaries, including our wholly-owned subsidiary, First Interstate Bank, unless the context indicates

that we refer only to the parent company, First Interstate BancSystem, Inc. When we refer to the “Bank” in this annual

report, we mean First Interstate Bank.
Our Company

We are a financial and bank holding company incorporated as a Montana corporation in 1971. We are headquartered
in Billings, Montana. As of January 31, 2012, we had consolidated assets of $7.3 billion, deposits of $5.8 billion,
loans of $4.2 billion and total stockholders’ equity of $770 million. We currently operate 71 banking offices in 42
communities located in Montana, Wyoming and western South Dakota. Through our wholly-owned subsidiary, First
Interstate Bank we deliver a comprehensive range of banking products and services to individuals, businesses,
municipalities and other entities throughout our market areas. Our customers participate in a wide variety of
industries, including energy, healthcare and professional services, education and governmental services, construction,
mining, agriculture, retail and wholesale trade and tourism. Our principal markets range in size from 23,000 to
150,000 people, have diversified economic characteristics and favorable population growth prospects and usually
serve as trade centers for larger rural areas.

We are the licensee under a perpetual trademark license agreement granting us an exclusive, nontransferable license to
use the “First Interstate” name and logo in Montana, Wyoming and the six neighboring states of Idaho, Utah, Colorado,
Nebraska, South Dakota and North Dakota.

We have grown our business by adhering to a set of guiding principles and a long-term disciplined perspective that
emphasizes our commitment to providing high-quality financial products and services, delivering quality customer
service, effecting business leadership through professional and dedicated managers and employees, assisting our
communities through socially responsible leadership and cultivating a strong and positive corporate culture. In the
future, we intend to remain a leader in our markets by continuing to adhere to the core principles and values that have
contributed to our growth and success and by continuing to follow our community banking model. In addition, we
plan to continue to expand our business in a disciplined and prudent manner, including organic growth in our existing
market areas and expansion into new and complementary markets when appropriate opportunities arise.

Community Banking

Community banking encompasses commercial and consumer banking services provided through our Bank, primarily
the acceptance of deposits; extensions of credit; mortgage loan origination and servicing; and trust, employee benefit,
investment and insurance services. Our community banking philosophy emphasizes providing customers with
commercial and consumer banking products and services locally using a personalized service approach while
strengthening the communities in our market areas through community service activities. We grant our banking
offices significant authority in delivering and pricing products in response to local market considerations and customer
needs. This authority enables our banking offices to remain competitive by responding quickly to local market
conditions and enhances their relationships with the customers they serve by tailoring our products and price points to
each individual customer’s needs. We also require accountability by having company-wide standards and established
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limits on the authority and discretion of each banking office. This combination of authority and accountability allows
our banking offices to provide personalized customer service and be in close contact with our communities, while at
the same time promoting strong performance at the branch level and remaining focused on our overall financial
performance.

Lending Activities

We offer short and long-term real estate, consumer, commercial, agricultural and other loans to individuals and
businesses in our market areas. We have comprehensive credit policies establishing company-wide underwriting and
documentation standards to assist management in the lending process and to limit our risk. Each loan must meet
minimum underwriting standards specified in our credit policies. Minimum underwriting standards generally specify
that loans (i) are made to
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borrowers located within a designated geographical lending area with the exception of participation loans and loans to
national accounts; (ii) are made only for identified legal purposes; (iii) have specifically identified sources of
repayment; (iv) mature within designated maximum maturity periods that coincide with repayment sources; (v) are
appropriately collateralized whenever possible, (vi) are supported by current credit information; (vii) do not exceed
the Bank's legal lending limit; (viii) with fixed interest rates are adjusted within designated time frames; and (ix)
require a flood determination prior to closing. In addition, our minimum underwriting standards include lending
limitations to prevent concentrations of credit in agricultural, commercial, real estate or consumer loans. Further, each
minimum underwriting standard must be documented as part of the loan approval process.

While each loan must meet minimum underwriting standards established in our credit policies, lending officers are
granted certain levels of authority in approving and pricing loans to assure that the banking offices are responsive to
competitive issues and community needs in each market area. Lending authorities are established at individual, branch
and market levels. Branch and market lending authorities are assigned annually by the Company's chief executive
officer and chief credit officer based on the size of the branch or market's loan portfolio and the branch or market's
historical credit performance. Individual lending limits are approved annually by branch or market management and
are based on the credit ability and experience of each individual officer. Branch and market lending limits and
aggregate lending relationships in excess of $10 million are approved by the Bank's board of directors after review by
the Credit Committee of the Company's board of directors.

Deposit Products

We offer traditional depository products including checking, savings and time deposits. Deposits at the Bank are
insured by the Federal Deposit Insurance Corporation, or FDIC, up to statutory limits. We also offer repurchase
agreements primarily to commercial and municipal depositors. Under repurchase agreements, we sell investment
securities held by the Bank to our customers under an agreement to repurchase the investment securities at a specified
time or on demand. All outstanding repurchase agreements are due in one business day.

Wealth Management

We provide a wide range of trust, employee benefit, investment management, insurance, agency and custodial services
to individuals, businesses and nonprofit organizations. These services include the administration of estates and
personal trusts; management of investment accounts for individuals, employee benefit plans and charitable
foundations; and insurance planning. As of January 31, 2012, the estimated fair value of trust assets held in a fiduciary
or agent capacity was in excess of $3 billion.

Centralized Services

We have centralized certain operational activities to provide consistent service levels to our customers company-wide,
to gain efficiency in management of those activities and to ensure regulatory compliance. Centralized operational
activities generally support our banking offices in the delivery of products and services to customers and include
marketing; credit review; credit cards; mortgage loan sales and servicing; indirect consumer loan purchasing and
processing; loan collections and, other operational activities. Additionally, specialized staff support services have been
centralized to enable our branches to serve their markets more efficiently. These services include credit
administration, finance, accounting, human resource management, internal audit, technology and other support
services.

Competition
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Commercial banking is highly competitive. We compete with other financial institutions located in Montana,
Wyoming, South Dakota and adjoining states for deposits, loans and trust, employee benefit, investment and insurance
accounts. We also compete with savings and loan associations, savings banks and credit unions for deposits and loans.
In addition, we compete with large banks in major financial centers and other financial intermediaries, such as
consumer finance companies, brokerage firms, mortgage banking companies, insurance companies, securities firms,
mutual funds and certain government agencies as well as major retailers, all actively engaged in providing various
types of loans and other financial services. We generally compete on the basis of customer service and responsiveness
to customer needs, available loan and deposit products, rates of interest charged on loans, rates of interest paid for
deposits and the availability and pricing of trust, employee benefit, investment and insurance services.
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Employees

At January 31, 2012, we employed 1,677 full-time equivalent employees, none of whom are represented by a
collective bargaining agreement. We strive to be the employer of choice in the markets we serve and consider our
employee relations to be good.

Regulation and Supervision
Regulatory Authorities

We are subject to extensive regulation under federal and state laws. A description of the material laws and regulations
applicable to us is summarized below. This description is not intended to include a summary of all laws and
regulations applicable to us. In addition to laws and regulations, state and federal banking regulatory agencies may
issue policy statements, interpretive letters and similar written guidance applicable to us. Those issuances may affect
the conduct of our business or impose additional regulatory obligations.

As a financial and bank holding company, we are subject to regulation under the Bank Holding Company Act of 1956,
as amended, or the Bank Holding Company Act, and to supervision, regulation and regular examination by the
Federal Reserve. Because we are a public company, we are also subject to the disclosure and regulatory requirements
of the Securities Exchange Act of 1934, as amended, or Exchange Act, as administered by the Securities and
Exchange Commission, or SEC.

The Bank is subject to supervision and regular examination by its primary banking regulators, the Federal Reserve and
the State of Montana, Department of Administration, Division of Banking and Financial Institutions, with respect to
its activities in Wyoming the State of Wyoming, Department of Audit, and with respect to its activities in South
Dakota, the State of South Dakota Department of Revenue & Regulation, Division of Banking.

The Bank's deposits are insured by the deposit insurance fund of the FDIC in the manner and to the extent provided by
law. The Bank is subject to the Federal Deposit Insurance Act, or FDIA, and FDIC regulations relating to deposit
insurance and may also be subject to supervision and examination by the FDIC.

The extensive regulation of the Bank limits both the activities in which the Bank may engage and the conduct of its
permitted activities. Further, the laws and regulations impose reporting and information collection obligations on the
Bank. The Bank incurs significant costs relating to compliance with various laws and regulations and the collection
and retention of information.

The Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, or the Dodd-Frank Act, enacts significant
changes in federal statutes governing banks and bank holding companies generally as well as other entities. Some of
the significant changes are already in effect, additional significant changes will become effective in the near-term and
other significant changes require action by federal banking agencies, including the Federal Reserve, the principal
federal regulator of the Company. Except as otherwise noted, the following discussion assumes that provisions of the
Dodd-Frank Act applicable to banks and bank holding companies to become effective in the near-term are currently in
effect.

Financial and Bank Holding Company

The Company is a bank holding company and has registered as a financial holding company under regulations issued
by the Federal Reserve. Under federal law, the Company is required to serve as a source of financial strength to the
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Bank, including providing financial assistance to the Bank if the Bank experiences financial distress. The federal
banking agencies are required under the Dodd-Frank Act to issue joint rules to carry out the source of strength
requirements. As of December 31, 2011, the federal banking agencies had not issued rules establishing such source of
strength requirements applicable to the Company. However, the Federal Reserve has indicated its intent to issue
proposed rules to carry out the source of strength requirements in the first calendar quarter of 2012. Under existing
Federal Reserve source of strength policies, the Federal Reserve may require a bank holding company to make capital
injections into a troubled subsidiary bank. The Federal Reserve may also determine that the bank holding company is
engaging in unsafe and unsound practices if it fails to commit resources to such a subsidiary bank.
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We are required by the Bank Holding Company Act to obtain Federal Reserve approval prior to acquiring, directly or
indirectly, ownership or control of voting shares of any bank, if, after such acquisition, we would own or control more
than 5% of its voting stock. Under the Dodd-Frank Act, when acting on an application for approval the Federal
Reserve is required to consider whether the transaction would result in greater or more concentrated risks to the
United States banking or financial system. Under federal law and regulations, including the Dodd-Frank Act, a bank
holding company may acquire banks in states other than its home state if the bank holding company is both
'well-capitalized' and 'well-managed' both before and after the acquisition. The interstate acquisitions are subject to
any state requirement that the bank has been organized and operating for a minimum period of time, not to exceed five
years, and the requirement that the bank holding company not control, prior to or following the proposed acquisition,
more than 10% of the total amount of deposits of insured depository institutions nationwide or, unless the acquisition
is the bank holding company's initial entry into the state, more than 30% of such deposits in the state, or such lesser or
greater amount set by state law of such deposits in that state.

With additional changes made to federal statutes under the Dodd-Frank Act, banks are also permitted to establish new
branches in a state if a bank located in that state could establish a new branch at the proposed location without regard
to state laws limiting interstate de novo branching. Banks may also merge across state lines. A state can prohibit
interstate mergers entirely or prohibit them if the continuing bank would control insured bank deposits in excess of a
specified percentage of total insured bank deposits in the state, provided such prohibition does not discriminate against
out-of-state banks. Under Montana law, banks, bank holding companies and their respective subsidiaries cannot
acquire control of a bank located in Montana if, after the acquisition, the acquiring institution and its affiliates would
directly or indirectly control, in the aggregate, more than 22% of the total deposits of insured depository institutions
located in Montana.

We have voluntarily registered with the Federal Reserve as a financial holding company. As a financial holding
company, we may engage in certain business activities that are determined by the Federal Reserve to be financial in
nature or incidental to financial activities as well as all activities authorized to bank holding companies generally. In
most circumstances, we must notify the Federal Reserve of our financial activities within a specified time period
following our initial engagement in each business or activity. If the type of proposed business or activity has not been
previously determined by the Federal Reserve to be financially related or incidental to financial activities, we must
receive the prior approval of the Federal Reserve before engaging in the activity.

We may engage in authorized financial activities, such as providing investment services, provided that we remain a
financial holding company and meet certain regulatory standards of being “well capitalized” and “well managed.” If we
fail to meet the “well capitalized” or “well managed” regulatory standards, we may be required to cease our financial
holding company activities or, in certain circumstances, to divest of the Bank. We do not currently engage in
significant financial holding company businesses or activities not otherwise permitted for bank holding companies
generally. Should we engage in certain financial activities currently authorized to financial holding companies, we

may become subject to additional laws, regulations, supervision and examination by regulatory agencies.

In order to assess the financial strength of the bank holding company, the Federal Reserve and the State of Montana
also conducts throughout the year periodic onsite and offsite inspections and credit reviews of us. The federal banking
agencies, including the Federal Reserve, may also require additional information and reports from us. In addition, the
Federal Reserve may examine, and require reports and information regarding, any entity that we control, including
entities other than banks or entities engaged in financial activities. In certain circumstances, the Federal Reserve may
require us to divest of non-bank entities or limit the activities of those entities even if the activities are otherwise
permitted to bank holding companies under governing law.

10
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With limited exceptions, as of July 21, 2011, banks and their affiliates are not permitted to engage in proprietary
trading, or invest in, or serve as an advisor to, hedge funds or private equity funds. We have not historically engaged
in any of those activities.

Restrictions on Transfers of Funds to Us and the Bank

Dividends from the Bank are the primary source of funds for the payment of our expenses of operating and for the
payment of dividends. Under both state and federal law, the amount of dividends that may be paid by the Bank from
time to time is limited. In general, the Bank is limited to paying dividends that do not exceed the current year net
profits together with retained earnings from the two preceding calendar years unless the prior consents of the Montana
and federal banking regulators are obtained.

11
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A state or federal banking regulator may impose, by regulatory order or agreement of the Bank, specific dividend
limitations or prohibitions in certain circumstances. The Bank is not currently subject to a specific regulatory dividend
limitation other than generally applicable limitations.

In general, banks are also prohibited from making capital distributions, including dividends and are prohibited from
paying management fees to control persons if it would be “‘undercapitalized” under the regulatory framework for
corrective action after making such payments. See “Capital Standards and Prompt Corrective Action.”

Certain restrictive covenants that may exist in future debt instruments may also limit the Bank's ability to make
dividend payments to us. Also, under Montana corporate law, a dividend may not be paid if, after giving effect to the
dividend: (1) the company would not be able to pay its debts as they become due in the usual course of business; or
(2) the company's total assets would be less than the sum of its total liabilities plus the amount that would be needed,
if the company were to be dissolved at the time of the dividend, to satisfy the preferential rights upon dissolution of
shareholders whose preferential rights are superior to those receiving the dividend.

Furthermore, because we are a legal entity separate and distinct from the Bank, our right to participate in the
distribution of assets of the Bank upon its liquidation or reorganization will be subject to the prior claims of the Bank's
creditors. In the event of such a liquidation or other resolution, the claims of depositors and other general or
subordinated creditors of the Bank are entitled to a priority of payment of the claims of holders of any obligation of
the Bank to its shareholders, including us, or our shareholders or creditors.

Restrictions on Transactions with Affiliates, Directors and Officers

Under the Federal Reserve Act, the Bank may not lend funds to, or otherwise extend credit to or for our benefit or the
benefit of our affiliates, except on specified types and amounts of collateral and other terms required by state and
federal law. The limitation on lending may limit our ability to obtain funds from the Bank for our cash needs,
including funds for payment of dividends, interest and operational expenses.

The Federal Reserve also has authority to define and limit the transactions between banks and their affiliates. The
Federal Reserve's Regulation W and relevant federal statutes, among other things, impose significant additional
limitations on transactions in which the Bank may engage with us, with each other, or with other affiliates.

Federal Reserve Regulation O restricts loans to the Bank and Company insiders, which includes directors, officers and
principal stockholders and their respective related interests. All extensions of credit to the insiders and their related
interests must be on the same terms as, and subject to the same loan underwriting requirements as, loans to persons
who are not insiders. In addition, Regulation O imposes lending limits on loans to insiders and their related interests
and imposes, in certain circumstances, requirements for prior approval of the loans by the Bank board of directors.

Capital Standards and Prompt Corrective Action

Banks and bank holding companies are subject to various regulatory capital requirements administered by state and
federal banking agencies. Capital adequacy guidelines and, additionally for banks, prompt corrective action
regulations, involve quantitative measures of assets, liabilities and certain off-balance sheet items calculated under
regulatory accounting practices. Capital amounts and classifications are also subject to qualitative judgments by
regulators about components, risk weighting and other factors.

Under the Dodd-Frank Act, the federal banking agencies are required to establish, by regulation or order, minimum
capital requirements for insured depository organizations and the Federal Reserve is permitted to establish capital

12
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requirements, by regulation or order, for bank holding companies. The minimum capital requirements to be
established cannot be less than the minimum capital guidelines in effect when the Dodd-Frank Act was enacted. The
Federal Reserve is required to seek to make capital requirements countercyclical by increasing the amount of required
capital during times of economic expansion and decreasing the amount of required capital during times of economic
contraction. The provisions of the Dodd-Frank Act, together with actions taken by the Basel Committee for the Basel
IIT accords, may result in future regulatory minimum capital requirements that will exceed the regulatory minimum
capital guidelines to which we are currently subject.

13
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In 2011, the Federal Reserve issued several requests for comments on proposed rules that, if adopted, would
implement, among other things, the capital guideline requirements under the Dodd-Frank Act. In most circumstances
the proposed rules would apply only to bank holding companies or banks with consolidated assets in excess of $50
billion. Some proposed rules would apply to bank holding companies or banks with consolidated assets in excess of
$10 billion. Because the Company has consolidated assets of less than $10 billion, none of the proposed rules, if
adopted, would apply to the Company or the Bank.

The Federal Reserve has indicated its intent to issue additional proposed rules in 2012 addressing minimum capital
and leverage requirements.

Currently, the Federal Reserve Board and the FDIC have substantially similar risk-based capital ratio and leverage
ratio guidelines for banks similar in asset size to the Bank. The guidelines are intended to ensure that banks have
adequate capital given the risk levels of assets and off-balance sheet financial instruments. Under the guidelines,
banking organizations are required to maintain minimum ratios for tier 1 capital and total capital to risk-weighted
assets (including certain off-balance sheet items, such as letters of credit). For purposes of calculating the ratios, a
banking organization's assets and some of its specified off-balance sheet commitments and obligations are assigned to
various risk categories. Generally, under the applicable guidelines, a financial institution's capital is divided into two
tiers. These tiers are:

Core Capital (tier 1). Tier 1 capital includes common equity, noncumulative perpetual preferred stock (excluding
auction rate issues) and minority interests in equity accounts of consolidated subsidiaries, less both goodwill (adjusted
for associated deferred tax liability) and, with certain limited exceptions, all other intangible assets. Bank holding
companies, however, may include up to a limit of 25% of cumulative preferred stock in their tier 1 capital.

Supplementary Capital (tier 2). Tier 2 capital includes, among other things, cumulative and limited-life preferred
stock, hybrid capital instruments, mandatory convertible securities, qualifying subordinated debt and the allowance for
loan and lease losses, subject to certain limitations.

Institutions that must incorporate market risk exposure into their risk-based capital requirements may also have a third
tier of capital in the form of restricted short-term subordinated debt.

The Dodd-Frank Act provisions relating to required minimum capital also limit, in certain circumstances, the use of
hybrid capital instruments in meeting regulatory capital requirements, including instruments similar to those which we
currently have issued and outstanding. However, because our total consolidated assets are substantially less than $15
billion, the limitations on use of hybrid capital instruments are not expected to apply to us for the foreseeable future.

We, like other bank holding companies, are required under current guidelines to maintain tier 1 capital and total

capital (the sum of tier 1 and tier 2 capital) equal to at least 4.0% and 8.0%, respectively, of our total risk-weighted
assets. The Bank, like other depository institutions, is required to maintain similar capital levels under capital

adequacy guidelines. For a depository institution to be considered “well capitalized” under the regulatory framework for
prompt corrective action its tier 1 and total capital ratios must be at least 6.0% and 10.0% on a risk-adjusted basis,
respectively.

Bank holding companies and banks are also required to comply with minimum leverage ratio requirements. The
leverage ratio is the ratio of a banking organization's tier 1 capital to its total adjusted quarterly average assets (as
defined for regulatory purposes). The current guidelines require a minimum leverage ratio of 3.0% for financial
holding companies and banks that either have the highest supervisory rating or have implemented the appropriate
federal regulatory authority's risk-adjusted capital measure for market risk. All other financial holding companies and
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banks are required to maintain a minimum leverage ratio of 4.0%, unless a different minimum is specified by an
appropriate regulatory authority. For a depository institution to be considered “well capitalized” under the regulatory
framework for prompt corrective action, its leverage ratio must be at least 5.0%.

The capital guidelines also provide that banking organizations experiencing significant internal growth or making
acquisitions will be expected to maintain strong capital positions substantially above the minimum supervisory levels,
without significant reliance on intangible assets. In addition, the regulations of the bank regulators provide that
concentration of credit risks, as well as an institution's ability to manage these risks, are important factors to be taken
into account by regulatory agencies in assessing an organization's overall capital adequacy. The Federal Reserve has
not advised us of any specific minimum leverage ratio applicable to us or the Bank.
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The FDIA requires, among other things, the federal banking agencies to take “prompt corrective action” in respect of
depository institutions that do not meet minimum capital requirements. The FDIA sets forth the following five capital
tiers: “well capitalized,” “adequately capitalized,” “undercapitalized,” “significantly undercapitalized” and “critically
undercapitalized.” A depository institution's capital tier will depend upon how its capital levels compare with various
relevant capital measures and certain other factors, as established by regulation. The relevant capital measures are the
total capital ratio, the tier 1 capital ratio and the leverage ratio.

Under the regulations adopted by the federal regulatory authorities, a bank will be: (1) “well capitalized” if the
institution has a total risk-based capital ratio of 10.0% or greater, a tier 1 risk-based capital ratio of 6.0% or greater

and a leverage ratio of 5.0% or greater and is not subject to any order or written directive by any such regulatory
authority to meet and maintain a specific capital level for any capital measure; (2) “adequately capitalized” if the
institution has a total risk-based capital ratio of 8.0% or greater, a tier 1 risk-based capital ratio of 4.0% or greater and

a leverage ratio of 4.0% or greater (3.0% in certain circumstances ) and is not “well capitalized”; (3) “undercapitalized” if
the institution has a total risk-based capital ratio that is less than 8.0%, a tier 1 risk-based capital ratio of less than

4.0% or a leverage ratio of less than 4.0% (3.0% in certain circumstances); (4) “significantly undercapitalized” if the
institution has a total risk-based capital ratio of less than 6.0%, a tier 1 risk-based capital ratio of less than 3.0% or a
leverage ratio of less than 3.0%; and (5) “critically undercapitalized” if the institution's tangible equity is equal to or less
than 2.0% of average quarterly tangible assets. An institution may be downgraded to, or deemed to be in, a capital
category that is lower than indicated by its capital ratios if it is determined to be in an unsafe or unsound condition or

if it receives an unsatisfactory examination rating with respect to certain matters. Our regulatory capital ratios and

those of the Bank are in excess of the levels established for “well capitalized” institutions. A bank's capital category is
determined solely for the purpose of applying prompt corrective action regulations and the capital category may not
constitute an accurate representation of the bank's overall financial condition or prospects for other purposes.

The FDIA generally prohibits a depository institution from making any capital distributions (including payment of a
dividend) or paying any management fee to its parent holding company if the depository institution would thereafter
be undercapitalized. Undercapitalized institutions are subject to growth limitations and are required to submit a capital
restoration plan. The agencies may not accept such a plan without determining, among other things, that the plan is
based on realistic assumptions and is likely to succeed in restoring the depository institution's capital. In addition, for a
capital restoration plan to be acceptable, the depository institution's parent holding company must guarantee that the
institution will comply with such capital restoration plan. The aggregate liability of the parent holding company is
limited to the lesser of (1) an amount equal to 5.0% of the depository institution's total assets at the time it became
undercapitalized and (2) the amount which is necessary (or would have been necessary) to bring the institution into
compliance with all capital standards applicable with respect to such institution as of the time it fails to comply with
the plan. If a depository institution fails to submit an acceptable plan, it is treated as if it is “significantly
undercapitalized.”

“Significantly undercapitalized” depository institutions may be subject to a number of requirements and restrictions,
including mandated capital raising activities such as orders to sell sufficient voting stock to become “adequately
capitalized,” requirements to reduce total assets, restrictions for interest rates paid, removal of management and
cessation of receipt of deposits from correspondent banks. “Critically undercapitalized” institutions are subject to the
appointment of a receiver or conservator.

A bank that is not “well-capitalized” as defined by applicable regulations may, among other regulatory requirements or
limitations, be prohibited under federal law and regulation from accepting or renewing brokered deposits.

The capital stock of banks organized under Montana law, such as the Bank, may be subject to assessment upon the
direction of the Montana Department of Administration under the Montana Bank Act. Under the Montana Bank Act,
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if the Department of Administration determines an impairment of a bank's capital exists, it may notify the bank's
board of directors of the impairment and require th