Risk Profile and Scope Memorandum

COMPLIANCE EXAMINATION

Pre-Examination Planning Memorandum Data Sheet

_____________________________________________________________________________________

Name of Institution:...................................Platinum Bank

City, State:...........................................OAKDALE, MN

Cert. No...............................................58511

# of Open Offices (including Main Office)..............1

Exam Number............................................225630

Total Assets (12/31/2013)..............................132,481

Field Office of Institution............................MIN

Field Office Performing Examination....................MIN

Examiner-In-Charge (Current Examination)...............Cynthia L. Smith

_____________________________________________________________________________________

LAST EXAMINATION INFORMATION

_____________________________________________________________________________________

Type    PROC   Date           Rating         # Examiners     Hours  EIC
CPEX    FS     08/29/2011           /2       2                 127  Deborah D. Kreitz

CREX    SM     08/29/2011           /2       2                  82  Deborah D. Kreitz

VISIT   NB     01/22/2008                    2                  85  Jennifer A. Ball

S&S     N/A    06/03/2013     222222/2       N/A               N/A

_____________________________________________________________________________________

OUTSTANDING ENFORCEMENT ACTION INFORMATION

_____________________________________________________________________________________

         EA Type                  Division     Issue Date               Supervisory Area
-------------------------------------------------------------------------------------

CURRENT EXAMINATION INFORMATION

_____________________________________________________________________________________

PEP Start Date.........................................          

PEP Completion Date....................................          

Anticipated Examination Date...........................

Anticipated Completion Date............................

Assigned Number of Examiners...........................3

Anticipated Compliance Hours...........................

Anticipated CRA Hours..................................

Proposed Number of Community Contacts to be Performed..

Consumer Complaints received since the previous

Examination?...........................................No

Has data requested from the Institution been received?.

Is HMDA Applicable?....................................Y

Current SAER Exam Comment:

06/03/2013

6/3/13 FDIC exam.  UFIR:  222222/2.  Denovo bank that opened for business on 2/12/07 and remains wholly owned by Platinum Bancorp, Inc. (RFI/C-D: 200/2-0), a 1BHC. HC is widely owned between 98 shareholders. Gregory A. Larson owns 7% and is the largest single shareholder.  The Board collectively own 8% of HC and provide satisfactory oversight, with no one individual dominating policy-making decisions.  Management operates a traditional community bank business model with a owner-occupied CRE / commercial lending emphasis from its only office located in the Minneapolis-St. Paul metropolitan area.  Founding President David Rom left the bank in February 2013 since his philosophic growth strategy (acquisitions and branch expansion using wholesale funding resources) differed from the Board's desire to grow organically with core deposits.   Thomas W. Jacobson, former chief lending officer (CCO), succeeds Mr. Rom as president.  Other internal promotions include Steven Marchek to CCO (with intent to groom him as next president over a minimum 5-year period) and Marc Cove to chief operating officer.  Other management departures include Thomas Cronin as chief financial officer and Kimberly Duitsman as Bank Secrecy Act (BSA) officer and senior vice president - operations.  A MRBA is listed to formalize growth, capital, balance sheet composition, funding, and staffing objectives/management succession into a formal strategic plan.  Financial condition remains satisfactory.  Adversely classified items have increased about $1.6MM since the last examination resulting in the ACI Coverage ratio increasing from 33% to 41%.  Risk rating processes are satisfactory; although, recent credit information received on three large relationships resulted in downgrades from "watch" to "substandard."  One downgrade in which management disagreed with (Range Systems, Inc.) totaled $2,435M and represents 49% of adversely classified loans.  Satisfactory written workout plans on problem assets exist and ALLL is appropriately funded based on a conforming methodology.  Underwriting and credit administration practices are satisfactory; although, loan policy does not adequately address RE collateral evaluations (practices rely to heavily on tax assessed values) and monitoring of asset-based lending activities.  Other isolated exceptions to annual credit review policies and procedures by loan staff were also noted.  One loan concentration of credit is listed, not otherwise criticized and appropriately monitored.  NIM benefits from large volume of earning assets, good loan volume, and a low volume of interest-bearing deposits.  First quarter 2013 performance results in a Sub-S ROAA (ROAA) of 1.2%, inclusive of securities gains, estimated by examiner at 0.83% exclusive.  ROAAs for 2012 and 2011 were 0.66% and 0.61%, respectively.   Tier 1 Leverage Capital ratio of 10.1% and Total Risk-Based Capital ratio of 15.9% are comparable to ratios reported at the last examination, and prospects are satisfactory based on reasonable earnings and growth projections.  Asset-based liquidity totals 12%, down from 16% at the last examination due to paying off brokered and Internet deposits with investments.  Non-core dependence ratio totals 4%.  Contingency Liquidity Funding Policy needs enhancement, but secondary liquidity resources appear sufficient and include around $59MM in borrwing capacity.  SMR is limited to minimal IRR, adequately managed; however, repeat policy deficiencies are cited and IRR model assumptions still need to be periodically validated.  These deficiences are listed as the second MRBA.  BSA program is satisfactory.  Composite 2 rating assigned at concurrent IT exam.  Transmittal requests management to respond to the MRBA item by October 30, 2013.  Bank remains an a 12-month examination schedule due to its denovo status.  SCOR: 1.82%/6%.  CRCovert(7/31/13)  

6/3/13 FDIC BSA exam.  BSA/AML program is satisfactory with no apparent violations noted.  Management engaged a third party to review and provide recommendations to enhance BSA policies and practices after BSA Officer Duitsman left the bank.  BSA recommendations listed in the Report dealing with policies, risk assessment, and other BSA issues need implementation. Corrective action promised.  CRCovert(7/31/13)

6/3/13 FDIC IT exam.  Composite 2 rating assigned.  ISP program is satisfactory.  Management agreed to implement recommendations listed in Report dealing improving risk assessment procedures, audit enhancements, disaster recovery testing and training, and vendor management issues.  CRCovert(7/31/13) 

 

 

 

 

 

_____________________________________________________________________________________

REPORT OF CONDITION AND INCOME

_____________________________________________________________________________________

Date...................................................12/31/2013

Net Loans.............................................. 97,306

Gross Loans............................................ 98,780

_____________________________________________________________________________________

BREAK-DOWN OF LOAN PORTFOLIO

_____________________________________________________________________________________

Loan Type                     Dollar Volume                 % of Portfolio
Consumer Loans                        8,126                           8.23

Commercial Loans                     63,391                          64.17

Farm Loans                            2,797                           2.83

Multi-Family Loans                    1,323                           1.34

Residential Loans                    22,069                          22.34

Other                                 1,074                           1.09

_____________________________________________________________________________________

ASSET GROWTH

Call Date:     06/30/2011                                Call Date:       12/31/2013

Total Assets:     112,030                                Total Assets:       132,481

_____________________________________________________________________________________

DEPOSIT INFORMATION

_____________________________________________________________________________________

             Non-Interest                              Interest Bearing
                   33,791                                        84,182

-------------------------------------------------------------------------------------

SUMMARY OF THE RISK PROFILE OF THE INSTITUTION

(Complete prior to on-site portion of examination. It is not necessary to update this section with the results of the examination.)

Risk Profile Matrix
	Bank Name

City, State
	CMS Element

	
	Oversight
	Program
	Audit

	Operational Areas:
	

	Lending
	
	
	

	Deposits
	
	
	

	Insurance Sales
	
	
	

	Investment Sales
	
	
	

	(Other)
	
	
	

	Other Issues:
	

	(__________)
	
	
	

	(__________)
	
	
	

	
	


(L)=Low Risk; (M)=Moderate Risk; (H)=High Risk; (NO)=Not Offered by the Bank

General Bank Information

CMS Elements:

Oversight

Program

· Policies/Procedures

· Monitoring

· Training

· Consumer Complaints

Audit

Operational Areas:

Lending

Deposits

Insurance Sales

Investment Sales

Other Products or Issues, including Third Party Relationships

SCOPE OF THE EXAMINATION

(Complete prior to on-site portion of examination, then update at conclusion to indicate any changes, using different type-face to distinguish.)

Compliance Management System

Community Reinvestment Act (CRA)

Fair Lending Review

Miscellaneous

e-Exam information

If the institution has registered and is able to use FDIC Connect, please complete the following chart by indicating 'Yes' or 'No'.

	e-Exam Data Summary, per DCP RD Memo 2011-022

	Bank Data
	Electronic Delivery to FDIC
	Offsite Review
	Onsite Review

	CIDR
	
	
	

	ALERT download
	
	
	

	Board & committee minutes, Policies, Disclosures for loans and deposits, training information, and other PEP materials requested
	
	
	

	Audit reports
	
	
	

	Loan Files
	
	
	

	Info requested during PEP
	
	
	

	Other Comments or Notes:




ISSUES TO BE INVESTIGATED OR AREAS TO BE TARGETED

All issues of special concern discussed previously will be targeted. In addition, the following table indicates the specific regulations that will and will not be subject to transactional testing.  In the 'Testing' column, indicate if TT was conducted at the last exam (LX) and if TT is anticipated at the current exam (CX).  If the area was Spot Checked (SC) at the LX, then reflect it as TT in the LX column, since SC no longer exists.  Update Comments at the end of the examination to indicate changes in activities.  Briefly describe testing, indicating if Level 3/High Severity, Level 2/Medium Severity, or Level 1/Low Severity violations were found; reference Examiner Summaries as applicable.  Also update the "CX Violations" column indicating type (Level 3 (3), Level 2 (2), Level 1 (1)) or No violations were cited.  If the area was not TT at the CX, then indicate No in this column.  All cells should contain some kind of information or comments.  There should be no blank cells.
	AREA
	Testing

(No/TT)
	CX

Violations

(No/3/2/1)
	Comments

	
	LX
	CX
	
	

	LENDING

	Truth In Lending including MDIA, Higher Education Act, and the Credit Card Act
	
	
	
	

	Equal Credit Opportunity Act
	
	
	
	

	Fair Housing Act
	
	
	
	

	Home Mortgage Disclosure Act
	
	
	
	

	Flood Insurance
	
	
	
	

	Real Estate Settlement Procedures Act including secondary market referral arrangements
	
	
	
	

	Homeownership Counseling
	
	
	
	

	Homeowners Protection Act
	
	
	
	

	Helping Families Save Their Homes Act
	
	
	
	

	Protecting Tenants at Foreclosure Act
	
	
	
	

	SAFE Act
	
	
	
	

	Preservation of Consumer Claims and Defenses
	
	
	
	

	Credit Practices Rule
	
	
	
	

	Fair Debt Collection Practices Act
	
	
	
	

	Servicemembers Civil Relief Act
	
	
	
	

	Talent Amendment
	
	
	
	

	Consumer Leasing
	
	
	
	

	DEPOSITS

	Truth In Savings
	
	
	
	

	Electronic Funds Transfer
	
	
	
	

	Expedited Funds Availability, including Check 21
	
	
	
	

	Part 360 - Resolution and Receivership Rules
	
	
	
	

	INSURANCE AND INVESTMENT SALES

	Retail Insurance/ Annuities Sales
	
	
	
	

	Retail Investment Sales/Recordkeeping
	
	
	
	

	Bank Broker/Dealer Issues (Reg R)
	
	
	
	

	Government Securities
	
	
	
	

	OTHER PRODUCTS

	Right to Financial Privacy Act
	
	
	
	

	Privacy of Consumer Financial Info
	
	
	
	

	Fair Credit Reporting including affiliate marketing, and address change/discrepancies
	
	
	
	

	Children's On-line Privacy Protection
	
	
	
	

	CAN SPAM
	
	
	
	

	Telephone Consumer Protection/Junk Fax Protection Act
	
	
	
	

	Electronic Banking, including E-Sign
	
	
	
	

	Advertising of Membership
	
	
	
	

	Section 343 - Dodd Frank Act
	
	
	
	

	Part 212 - Garnishment of Accounts Containing Federal Benefits
	
	
	
	

	CRA Technical Requirements
	
	
	
	

	Branch Closings
	
	
	
	

	Interstate Banking and Branching
	
	
	
	

	Deposit Production Offices
	
	
	
	

	OTHER GUIDANCE

	Unfair or Deceptive Acts or Practices
	
	
	
	

	Overdraft Programs
	
	
	
	

	Third Party Arrangements
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