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Bank of North Dakota Rating Raised
To ‘A+’ From ‘A’ Because Of State
Ownership

Overview

= We believe that there is a high likelihood the State of North Dakota, which owns the Bank
of North Dakota, will provide the bank with extraordinary support if needed.

= As a result, after applying our new criteria for government-related entities, we have raised
our rating on the bank to ‘A+’ from ‘A’.

= The outlook is stable, reflecting our expectation that BND should continue to perform well
throughout this economic environment.

Rating Action

On July 30, 2009, Standard & Poor’s Ratings Services raised its long-term counterparty credit
rating on Bank of North Dakota (BND) to ‘A+’ from ‘A’. At the same time, Standard &
Poor’s affirmed its ‘AA+/A-1+’ deposit rating on the bank. The outlook is stable.

Rationale

The upgrade incorporates a one-notch uplift from the bank’s stand-alone creditworthiness

based on the state ownership of BND following the application of our new government-

related entities criteria. In our opinion, there is a high likelihood that the State of North

Dakota would provide timely and sufficient extraordinary support to BND, as the state owns,

controls, and maintains the bank. We base this view on our assessment of BND:

= |ts important role in promoting the state government’s economic development and
stabilization process by delivering quality, sound financial services that promote agriculture,
commerce, and industry in North Dakota.
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= |ts integral link with the state government, as the bank acts as the agent of several state-legislated
programs as a lender, as a depository for state agency funds, and as a correspondent bank to private
financial institutions in the state.

Moreover, the state explicitly guarantees all of BND’s deposits as codified in the North
Dakota Century Code (NDCC § 6-09-10). As a result, the ‘AA+’ deposit rating parallels the rating on
the State of North Dakota. No other liabilities have an explicit guarantee.

North Dakota’s steadily growing economy throughout economic cycles buttresses the rating
on BND. The bank’s earnings continue to increase year over year, as has loan growth. Its capital is
generally strong, with a Tier 1 ratio of 10.96%. Moreover, liquidity appears ample.

In addition to deposits, other sources of funding are provided by the Federal Home Loan
Bank, repurchase agreements, and fed funds. The economy of North Dakota continues to post strong
revenue performance at a time when many other states struggle with a weakening and recessionary
economy. We attribute the state’s strong performance to its key sectors: oil production and agriculture.
Because of the state’s current financial strength, it has suspended the usually large annual appropriation
payouts the bank typically makes to the state’s general fund. This two-year suspension should help to
further improve not only the banks’ profitability but also its already strong capital.

Outlook

The stable outlook reflects our expectation that BND should continue to perform well throughout this
economic environment and that asset-quality measures will remain acceptable. We could lower the
rating if the state economy deteriorates, putting pressure on BND’s earnings, or if asset-quality levels
deteriorate significantly. A change in the political environment affecting the support for BND could
positively or negatively affect the ratings.

Related Research
“Enhanced Methodology And Assumptions For Rating Government-Related Entities,” June 29, 2009.
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Complete ratings information is available to subscribers of RatingsDirect, Standard & Poor's Web-
based credit analysis system, at www.ratingsdirect.com. All ratings affected by this rating action can be
found on Standard & Poor's public Web site at www.standardandpoors.com; under Credit Ratings in
the left navigation area, select Find a Rating, then Credit Ratings Search.

Standard & Poor’s 2



Published by Standard & Poor's, a Division of The McGraw-Hill Companies, Inc. Executive offices: 1221 Avenue of the Americas, New York, NY 10020.
Editorial offices: 55 Water Street, New York, NY 10041. Subscriber services: (1) 212-438-7280. Copyright 2009 by The McGraw-Hill Companies, Inc.
Reproduction in whole or in part prohibited except by permission. All rights reserved. Information has been obtained by Standard & Poor's from sources
believed to be reliable. However, because of the possibility of human or mechanical error by our sources, Standard & Poor's or others, Standard & Poor's
does not guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions or the result obtained
from the use of such information. Ratings are statements of opinion, not statements of fact or recommendations to buy, hold, or sell any securities.

Standard & Poor's uses billing and contact data collected from subscribers for billing and order fulfillment purposes, and occasionally to inform subscribers
about products or services from Standard & Poor's, our parent, The McGraw-Hill Companies, and reputable third parties that may be of interest to them. All
subscriber billing and contact data collected is stored in a secure database in the U.S. and access is limited to authorized persons. If you would prefer not to
have your information used as outlined in this notice, if you wish to review your information for accuracy, or for more information on our privacy practices,
please call us at (1) 800-852-1641 or write us at: privacy@standardandpoors.com. For more information about The McGraw-Hill Companies Privacy Policy
please visit www.mcgraw-hill.com/privacy.html.

Analytic services provided by Standard & Poor's Ratings Services ("Ratings Services") are the result of separate activities designed to
preserve the independence and objectivity of ratings opinions. Credit ratings issued by Ratings Services are solely statements of opinion
and not statements of fact or recommendations to purchase, hold, or sell any securities or make any other investment decisions.
Accordingly, any user of credit ratings issued by Ratings Services should not rely on any such ratings or other opinion issued by Ratings
Services in making any investment decision. Ratings are based on information received by Ratings Services. Other divisions of Standard
& Poor's may have information that is not available to Ratings Services. Standard & Poor's has established policies and procedures to
maintain the confidentiality of non-public information received during the ratings process.

Ratings Services receives compensation for its ratings. Such compensation is normally paid either by the issuers of such securities or by
the underwriters participating in the distribution thereof. The fees generally vary from US$2,000 to over US$1,500,000. While Standard
& Poor's reserves the right to disseminate the rating, it receives no payment for doing so, except for subscriptions to its publications.

Permissions: To reprint, translate, or quote Standard & Poor's publications, contact: Client Services, 55 Water Street, New York, NY
10041; (1) 212-438-7280; or by e-mail to: research_request@standardandpoors.com.

The McGraw-Hill companies :



