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Forward-Looking Statements

First Midwest Financial, Inc. (Y6 Midwest” or the “Company”), and its whollywned operating subsidiaries including F
Federal Savings Bank of the Midwest and SecuriaiteéSBank, may from time to time make written orl éfarward-looking statements’inc
luding statements contained in its filings with Becurities and Exchange Commission (including Amisual Report on Form 1K-and the
Exhibits hereto and thereto), in its reports torghalders and in other communications by the Comppahich are made in good faith by
Company pursuant to the “safe harbor” provisionthefPrivate Securities Litigation Reform Act of9E9

These forward-looking statementdude statements with respect to the Companyiefselplansobjectives, goals, expectatio
anticipations, estimates and intentions, that abgest to significant risks and uncertainties, anel subject to change based on various fe
some of which are beyond the Company’s control. Wweds “may”, “could”, “should”, “would”, “believe; “anticipate”, “estimate”
“expect”, “intend”, “plan” and similar expressioase intended to identify forwarddoking statements. The important factors we disdedov
and elsewhere in this document, as well as otheorfs discussed under the caption “Managersebiscussion and Analysis of Finan
Condition and Results of Operationisi’ our Annual Report to Shareholders and identifieadur filings with the SEC and those prese
elsewhere by our management from time to time,cccalise actual results to differ materially frorosth indicated by the forwatdeking

statements made in this prospectus:

» the strength of the United States economy in ggr@d the strength of the local economies in tvitie Company conducts
operations

+ the effects of, and changes in, trade, monetaryfemedl policies and laws, including interest rgtelicies of the Feder
Reserve Boarc

< inflation, interest rate, market and monetary flations;

» the timely development of and acceptance of newdynts and services of the Company and the percaivedhll value ¢
these products and services by users, includingfaéhtures, pricing and quality compared to compeditproducts an
services

« the willingness of users to substitute compet’ products and services for the Comg’'s products and service
« the success of the Company in gaining regulatopyaal of its products and services, when requi

« the impact of changes in financial servicémivs and regulations (including laws concerningetaxbanking, securitie
agriculture and insurance

« technological change

e acquisitions

e changes in consumer spending and saving habits

» the success of the Company at managing the riskévied in the foregoinc

The Company wishes to caution eesdhat such forwartboking statements speak only as of the date mBde.Company do
not undertake, and expressly disclaims any intewtbtigation, to update any forwatdeking statement, whether written or oral, thatyrba
made from time to time by or on behalf of the Compa



Available Information

The Company’s website address wawmetacash.com. The Company makes available, ghr@u link with the SEGEdga
database, free of charge, its annual report on AdH, quarterly reports on Form 10-Q, current ipon Form 8, amendments to tha
reports filed or furnished pursuant to Section 18¢al5(d) of the Securities Exchange Act of 19%84d beneficial ownership reports on Fo
3, 4, and 5 as soon as reasonably practicable el#etronically filing such material with, or fusfiing it to, the Securities and Excha
Commission. The information found on the Companyebsite is not incorporated by reference in dniany other report the Company f
or furnishes to the Securities and Exchange Coniomiss

PART |
Item 1. Description of Business
General

First Midwest Financial, Inc. iDalaware corporation, the principal assets of whighall the issued and outstanding shares of
Federal Savings Bank of the Midwest (“First Fed@rahd Security State Bank (“Security'Hirst Midwest, on September 20, 1993, acqt
all of the capital stock of First Federal in conm@mt with First Federaf conversion from the mutual to stock form owngrsfthe
“Conversion”). On September 30, 1996, First Midwastame a bank holding company upon its acquis@ifdecurity, as discussed below.

Since the Conversion, the Compang hAcquired several financial institutions. On Ma&8, 1994, First Midwest acquit
Brookings Federal Bank in Brookings, South Dak@a.December 29, 1995, First Midwest acquired loweair®)s Bank, FSB in Des Moin
lowa (“lowa Savings”)Brookings Federal and lowa Savings were both mevg#d and now operate as divisions of, First Fatand suc
divisions are currently referred to as “Brookingsid “lowa Savings,’tespectively. On September 30, 1996, First Midvesshpleted th
acquisition of Central West Bancorporation (“CWBQWB was the holding company for Security in Stubmya, which upon the merger
CWB into First Midwest resulted in Security becogiia standalone banking subsidiary of First Midwest. Unlebe tontext otherwit
requires, references herein to the Company indhiid¢ Midwest, Security and First Federal and alisdiaries on a consolidated basis.

First Federal and Security (cdllesdy, the “Banks”)are the only direct, active banking subsidiarieFioft Midwest. The Banks ¢
communityeriented financial institutions offering a variedf financial services to meet the needs of the canities they serve. Tl
Company, through the Banks, provides a full ranfénancial services. The principal business ofsFifederal has consisted of attrac
retail deposits from the general public and investhose funds primarily in one- to fofamily residential mortgage loans, commercial
multi-family real estate, agricultural operating and resiate, construction, consumer and commercialnbasiloans primarily in Fii
Federal's market area. First FedesdBnding activities have expanded to include ameiased emphasis on originations of commercia
multi-family real estate loans and commercial businesssoThe principal business of Security has beéncantinues to be attracting re
deposits from the general public and investing ¢ifosds in commercial and mufamily real estate and commercial operating loans o ¢
lesser extent, one- to four-family residential @otisumer (including agriculture) loans. The Banks purchase mortgadecked securiti¢
and invest in U.S. Government and agency obligatiand other permissible investments. At SeptemBer2804, the Company had tc
assets of $780.8 million, deposits of $461.6 milliand shareholdersquity of $47.3 million. It is anticipated that §itMidwest, First Feder
and




Security will change their names to Meta FinanGebup, Inc., MetaBank and MetaBank — West Centnafl in the first quarter of 2005.

The Company’s revenues are derp@marily from interest on mortgage loans, morigrhgcked securities, commercial busir
loans, other investments, consumer loans, agri@alltoperating loans, commercial business loanspniec from service charges, Ic
origination fees, and loan servicing fee income.

First Federal, through its affiliation with Bill Miave and Associates, offers insurance productsuatdtinds, equities, bonds ¢
annuities.

First Services Trust Company (theist Company”), established in April 2002 as aioDakota corporation and a wholtynec
subsidiary of First Midwest, provides a full rangfetrust services. It is anticipated that the Ti@stmpany will change its name to Meta T
Company in the first quarter of 2005. First MidwEgtancial Capital Trust, also a wholbywned subsidiary of First Midwest, was establis
in July 2001 for the purpose of issuing CompanysTRreferred Securities.

First Midwest and the Banks arejsct to comprehensive regulation. See “Regulatlwréin.

The executive offices of the Company are locatekifth at Erie, Storm Lake, lowa 50588. Its telepbmumber at that addres
(712) 732-4117.

Market Area

First Federal Savings Bank of the Midwest has finasions: First Federal Savings Bank Northwest do(#fFSL), Brooking
Federal Bank (BFB), lowa Savings Bank (ISB), andtHrederal Savings Bank Sioux Empire (FFSE). Festerals headquarters is loca
on the corner of Fifth and Erie streets in Storrkd,dowa. FFSL operates a total of six offices tor® Lake, Lake View, Laurens, Odet
and Sac City, lowa. BFB operates one office in Riogs, South Dakota. ISB operates four offices msMoines, West Des Moines
Urbandale, lowa, with plans to open a fifth offlmg Jordan Creek Mall in West Des Moines in 2005SEfperates two offices in Sioux F.
with plans to open a third office in 2005. TheHiffivision is Meta Payment Systems, which is thaekBa start up in the business of stc
value cards. It operates out of its headquarte@anx Falls, South Dakota. See “Stored Value Gaayram.”

Security State Bank operatesititsiess through three full-service offices in Caségnlo and Stuart, lowa.

The Comparg/primary market area includes the lowa countieAdsir, Buena Vista, Dallas, Guthrie, Pocahontask Rnd Sac
and the South Dakota counties of Brookings, Lin@id Minnehaha.

lowa ranks sixth lowest nationally business costs (Economy.com Inc. 2003), amdrgy top ten states fortéchnolog
sophistication” in K12 schools (Market Data Retrieval), third most falade business liability climate in the nation (Hstnteractive Surve
U.S. Chamber of Commerce, 2003), second “most l&/adtate in the nation (Morgan Qullno State Rankirgf¥)3), and has low corpor.
income taxes.

South Dakota ranks first in “empreneurial friendliness"Small Business Survival Foundation, 2002), firsstudents per compu
(Technology Courts 2002), is the second “safesdte (FBI, 2001), and has no corporate incomegassonal income tax, personal prop
tax, business inventory tax, or inheritance tax.




Storm Lake is located in lowd8uena Vista County approximately 150 miles nog$iof Des Moines and 200 miles southwe
Minneapolis. Like much of the State of lowa, Stdrake and the surrounding market area are highlg@gnt upon farming and agricultt
markets. Major employers in the area include BuwWigta Regional Medical Center, Tysémwods, Sara Lee Foods and Buena
University, which currently enrolls 1,242 full-timstudents at its Storm Lake campus and employsu8itirhe faculty members. Tl
Northwest lowa division operates two offices inr&td_ake with additional offices in Laurens, SacyCltake View and Odebol

Brookings is located in east cain8outh Dakota Brookings County, approximately 50 miles northSadux Falls and 200 mil
west of Minneapolis. The Bank’s market area encarsgs approximately a 3@ie radius of Brookings. The area is generallyakuanc
agriculture is a significant industry in the commynSouth Dakota State University is the largasptoyer in Brookings. The University h
10,996 students enrolled for the 2004 fall term antploys 550 fulkime faculty members. The community also has séweemufacturini
companies, including 3M, Larson Manufacturing, Dakics, Falcon Plastics and Twin City Fan. The Biogs division operates from
office located in downtown Brookings.

Des Moines, lowa'capital, is located in central lowa. The Des Mgimarket area encompasses Polk County and suing
counties. ISB’s main office is located in a higlowth area just off BO at the intersection of two major streets in Wdsle. The West D
Moines office operates near a hitfaffic intersection, across from a major shoppingll. The Ingersoll office is located near the hefDes
Moines, on a major thoroughfare, in a densely patedl area. The Highland Park facility is locatea ihistorical district approximately fi
minutes north of downtown Des Moines. The Des Mpimetro area is one of the top three insuranceeceint the world, with sixtysevel
insurance company headqguarters and over one huregeshal insurance offices. Major employers ineliRfincipal Life Insurance Compa
Des Moines Community Schools, Central lowa Hosgltatporation, Mercy Hospital Medical Center, Nge Food Stores, Inc., Wells Fa
Home Mortgage Inc., Pioneer Hi Bred Internationat.] Bridgestone/Firestone, Communications DataviSes Inc., and Meredi
Corporation. Universities and colleges in the aredude Des Moines Area Community College, Drakevigrsity, Simpson College, D
Moines University —Osteopathic Medical Center, Grand View College, A®llege of Business, and Upper lowa University.e
unemployment rate in the Des Moines metro area3a6fs as of October 2004.

Sioux Falls is located at the crossroads of Indest29 and 90 in southeast South Dakota, 270 solghwest of Minneapolis. T
Sioux Falls market area encompasses Minnehahaiandlh counties. Sioux Falls ranks third in a nagiblist of top cities to start a comps
according to a report by Cognetics, Inc. (Kiplinggaport, April 2001). Sioux Falls received an “Aefi Zero Population Growth’s 2001 Kid-
Friendly Cities Report Card, excelling in healtluppic safety, education, economics, environment, esmmunity life; ranking third out
140 cities. The city was called a “Diamond in theuBh” as a great smaller market for businesses to makeve. The magazine cited
community’s growth rates as a huge opportunity amcbgnized the state’friendly tax laws. (Sales & Marketing Managemégril
2002.) The main branch is located at a high-trafftersection of Minnesota and &8in the heart of Sioux Falls. The second branchch
opened in 2004, is located at the high-traffic is¢etion of 12" and Elmwood. The third branch, expected to ope20id5, is located at tl
high traffic intersection of 57th and Western. Magmployers in the area include Sioux Valley Haapif\vera McKennan Hospital, Jo
Morrell & Company, Citibank (South Dakota), and Mge Food Stores. Sioux Falls is home to Augustasie@e with 2004 fall enrollme
of 1,653 and The University of Sioux Falls with 20€all enrollment of 1,586. The unemployment rateSioux Falls was 2.7% as
November 2004



Security’'s main office operatesStuart, which is located in weséntral lowa on the border of Adair and Guthrie raes
approximately 40 miles west of Des Moines. Seclsityarket area is highly dependent on farming amit@ture. Local businesses inclt
Agri-Drain Corporation, Cardinal Glass, Rose Acre Faiidausau Supply and Schafer Systems, Inc. In addiiolarge number of ar
residents commute to the Des Moines metro areavéok. In recent years, efforts of the Midwest Parship Corporation have resultec
significant development of new servioglated businesses in the area, associated withvéisévard expansion of Des Moines and d
interstate highway access. Seven industrial parist én these two counties with rail access regeritided to the Stuart area. 1
development provides economic diversity to Seclrityarket area.

Several of the Company’s marketarare dependant on agriculture-related busindssess land values are currently near the all-
time high of 1981. Agricultureelated businesses in recent years have perforreédiue to a relatively stable agricultural enviment in th
Companys market area. Generally yields and commodity pricave been at reasonable levels for area farmenstbe past few yea
however, commodity prices have declined somewhat the past year. Although there has been minififatteobserved to date, an exten
period of low commodity prices could result in @weed demand for goods and services provided bguligreselated businesses, wh
could also affect other businesses in the Compangiket area.

Lending Activities

General . Historically, the Company originated fixed-ratee- to fourfamily mortgage loans. In the early 1980s, the Camy
began to focus on the origination of adjustable-mabrtgage (“ARM”) loans and shadfm loans for retention in its portfolio in ordi
increase the percentage of loans in its portfolit wore frequent repricing or shorter maturitiasd in some cases higher yields, than fixed-
rate residential mortgage loans. The Company, hewdvas continued to originate fixeate residential mortgage loans in respons
consumer demand, although most such loans are algneold in the secondary market. See “ManagerseBDtscussion and Analysis --
Asset/Liability Management” in the Annual Report.

More recently, the Company hasugsal its lending activities on the origination oframercial and multfamily real estate loar
commercial business loans, and commercial consgtrutbans. The Company has increased its emphiaasik, in absolute dollars and a
percentage of its gross loan portfolio, on all typd commercial lending. The Company also contintee®riginate one-tdeur family
mortgage loans, consumer loans and agriculturaligted loans. The Company originates most of igdoin its primary market area.
September 30, 2004, the Company’s net loan postfolialed $404.1 million, or 51.7% of the Compartptl assets.

Loan applications are initially considered and appd at various levels of authority, dependingtmntype and amount of the lo
The Company has loan committees for each of th&k®dmans in excess of certain amounts requireafipgoval of at least two commit
members of the senior loan committee by the BaBkard loan committee or by the BaskBoard of Directors, which has responsibility
the overall supervision of the loan portfolio. TBempany reserves the right to discontinue, adjusteate new lending programs to resy
to its needs and to competitive factors.

At September 30, 2004, the Compaitargest lending relationship to a single borrosegroup of related borrowers totaled §
million. This lending relationship has total boriogs outstanding with the Company of $27.6 milliavith $18.1 million sold to oth
participants. The Company had twemipe other lending relationships in excess of $8ilion as of September 30, 2004 with the ave
outstanding balance of such loans equal totalimyaimately $4.6 million. At September 30, 2004cleaf these loans was performing
accordance with its repayment terms.




Loan Portfolio Composition. The following table provides information about tt@mposition of the Compars/loan portfolio il
dollar amounts and in percentages (before dedwfmmoans in process, deferred fees and discantsallowances for losses) as of the ¢
indicated.

September 30
2004 2003 2002 2001 2000
Amount Percent Amount Percent Amount Percent Amount Reent Amount Percent
Real Estate Loans
One- to four-family $ 45,63: 11.(%$ 52,19: 14.£%% 72,67¢ 20.5%$ 95,61: 27.9%$105,70: 31.6%
Commercial and mu-family 196,77 47.z 171,79: 47.z 151,80t 42.¢ 123,63t 36.C 103,59 31.C
Agricultural 12,88( 3.0 11,63¢ 3.2 12,06" 3.4 11,72¢ 3.4 10,89: 3.2
Construction or developme 29,73: 7.1 19,43¢ 5.3 25,74: 7.3 21,88¢ 6.4 31,30« 9.4
Total real estate loal 285,01f 68.z 255,05¢ 70.1 262,29 74.1 252,86 73.7 251,49: 75.2
Other Loans:
Consumer Loan:
Home equit 21,99: 5.3 18,12¢ 5.C 14,66¢ 4.2 17,45¢ 5.1 18,14« 5.4
Automobile 2,97t 0.7 3,271 0.8 3,28 0.¢ 4,16( 1.2 2,59¢ .8
Other(1 5,381 1.3 5,231 14 5,631 1.€ 6,551 1.6 5,74: 1.7
Total consumer loal 30,35¢ 7.3 26,63 7.3 23,59: 6.7 28,16¢ 8.2 26,48: 7.¢
Agricultural operating 21,14¢ 51  22,59¢ 6.2 25,30¢ 7.1 25,25: 7.4 26,81( 8.C
Commercial busines 80,51f 19.2  59,46¢ 16.4 42,84« 12.1 36,77: 10.7 29,33: 8.¢
Total other loan 132,01t 31.7 108,70: 29.¢ 91,74t 25.¢ 90,19¢ 26.2 82,62¢ 247
Total loan: 417,03t 100.% 363,75¢ 100.(% 354,04: 100.(% 343,05¢ 100.(% 334,11¢ 100.(%
Less:
Loans in proces 7,342 8,89t 7,15¢ 5,85¢ 5,42¢
Deferred fees and discoul 272 21C 25¢€ 26€ 401
Allowance for losse 5,371 4,962 4,69 3,86¢ 3,59(
Total loans receivable, n $404,05: $349,69:. $341,93 $333,06. $324,70:
Q) Consist generally of various types of secured arsdoured consumer loal
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The following table shows the composition of thex@any’s loan portfolio by fixed and adjustable rat¢he dates indicated.

September 30,
2004 2003 2002 2001 2000
Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent
(Dollars in Thousands)
Fixed Rate Loans
Real estate
One- to four-family $ 33,917 8.1%%$ 36,65t 10.1%$ 45,381 12.8€%$ 55,52: 16.2%%$ 50,81 15.2%
Commercial and mu-family 105,00: 25.z 95,97¢  26.4 72,65¢ 20.t 40,77¢ 11.¢ 35,273 10.€
Agricultural 5,30¢ 1.2 5,311 1kt 5,49¢ 1€ 5,60t 1.€ 3,143 9
Construction or developme 15,22: 3.€ 11,52¢ 3.1 2,78¢ 0.8 5,54¢ 1.€ 4,001 1.2
Total fixecrate real estate loal 159,44!  38.z 149,47( 41.1 126,33 35.7 107,44¢ 31.: 93,23¢  27.C
Consume 15,58: 3.7 17,88¢ 4.¢ 20,28: 5.7 25,83¢ 7.5 25,06¢ 7.5
Agricultural operating 5,987 1.4 5,23¢ 1.4 9,33¢ 2.€ 7,40z 2.2 10,39¢ 3.1
Commercial busines 23,94¢ 5.E 27,96° 7.7 14,45t 4.1 14,98¢ 4.4 14,21t 4.3
Total fixec-rate loan 204,96. 49.1 200,56: 55.1 170,40° 48.1 155,67. 45.4 14291! 42
Adjustable Rate Loans :
Real estate
One- to four-family 11,71t 2.8 15,53¢ 4.3 27,291 7.7 40,09: 11.7 54,88¢ 16.4
Commercial and mu-family 91,77: 22 75,81t  20.t 79,14¢ 22.4 82,85¢ 20.t 68,31¢  20.t
Agricultural 7,57¢ 1.8 6,32¢ 1.7 6,56¢ 1.¢ 6,12¢ 1.8 7,74¢ 2.3
Construction or developme 14,51 3.t 7,907 2.2 22,957 6.5 16,33¢ 4.8 27,30( 8.2
Total adjustable-rate real estate
loans 125,57  30.1 105,58{ 29.C 135,96 38.f  14541: 424 158,25' 474
Consume 14,77 3.t 8,74t 2.4 3,311 0.¢ 2,33t 7 1,417 A4
Agricultural operating 15,16: 3.€ 17,36: 4.8 15,96¢ 4.t 17,85 5.2 16,41 4.9
Commercial busines 56,56¢ 13.7 31,50: 8.7 28,38¢ 8.C 21,781 6.4 15,117 4.t
Total adjustable rate loa 212,07t 50.¢ 163,19! 44.¢ 183,63: 51.¢ 187,38" 54.€ 191,20 57.z
Total loan: 417,03t 100.(% 363,75¢ 100.(% 354,04: 100.(% 343,05¢ 100.0% 334,11¢ 100.(%
Less:
Loans in proces 7,342 8,89¢ 7,15¢ 5,85¢ 5,42¢
Deferred fees and discoul 272 21C 25€ 26€ 401
Allowance for losse 5,371 4,96: 4,69: 3,86¢ 3,59(
Total loans receivable, r $404,05: $349,69: $341,93° $333,06: $324,70:
9



The following table illustratestinterest rate sensitivity of the Compasnidan portfolio at September 30, 2004. Mortgagkgh
have adjustable or renegotiable interest ratestaoe/n as maturing in the period during which thetct reprices. The table does not re
the effects of possible prepayments or enforcerkdtie-on-sale clauses.

Real Estate
Agricultural Commercial
Mortgage(1) Construction Consumer Operating Business Total
Weighted Weighted Weighted Weighted Weighted Weighted
Average Average Average Average Average Average
Amount Rate Amount Rate Amount Rate Amount Rate Amount Rate Amount Rate
(Dollars in Thousands)

Due During Year:
Ending September 30
2005(2) $ 96,47: 5.94%%$21,63: 5.77%$18,58¢ 5.7(%$17,21¢ 6.27%$56,09( 5.8(9%%209,99° 5.8%
200€-2009 125,72¢ 6.0C 5,671 5.6€ 8,46¢ 7.01 3,86¢ 6.27 22,60¢ 5.4z 166,33: 5.97
2010 and following 33,08¢ 5.97 2,42¢ 5.1¢ 3,30¢ 7.0z 69 5.5C 1,81¢ 5.8z 40,70¢ 6.0C

(1) Includes one- to four-family, multi-falyji commercial and agricultural real estate loans.

(2) Includes demand loans, loans havingtated maturity and overdraft loans.
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The total amount of loans due after September 805 2vhich have predetermined interest rates is $ldfllion, while the tote
amount of loans due after such date which havéifigar adjustable interest rates is $124.1 million

One- to Four-Family Residential Mortgage Lending. One- to fourfamily residential mortgage loan originations aemgrated by tt
Company’s marketing efforts, its present customerdk-n customers and referrals from real estate agamisbuilders. At September
2004, the Company’s one- to four-family residentredrtgage loan portfolio totaled $45.6 million,k.0% of the Compang’total gross loe
portfolio. Approximately 8.2% of the Company’s onie- four-family mortgage loans or 0.9% of the Comyga gross loans have be
purchased, generally from other financial instdns. The majority of these are ARM or balloon loése Originations, Purchases, Sales
Servicing of Loans and Mortgage-Backed Securitiés.September 30, 2004, the average outstandingipal balance of a one- to four-
family residential mortgage loan was approximagsg,000.

The Company offers fixeate and ARM loans. During the year ended Septe@®e2004, the Company originated $4.1 millio
adjustable-rate loans and $23.0 million of fixeterlans secured by one- to fdamily residential real estate, of which approxieiat$9.(
million was held in portfolio. The Company’s one-fourfamily residential mortgage originations are sedysamarily by properties locat
in its primary market area and surrounding areas.

The Company originates one- ta-fiamily residential mortgage loans with terms opatmaximum of 30-years and with loan-to-
value ratios up to 97% of the lesser of the appthislue of the security property or the contraittep The Company generally requires
private mortgage insurance be obtained in an amsuffitient to reduce the Company’s exposure tor dtelow the 80% loan-tealue level o
the loans are sold. Residential loans generallgatonclude prepayment penalties.

The Company currently offers otieege, five and seven year ARM loans. These loane la fixedrate for the stated period a
thereafter, such loans adjust annually. These Igengrally provide for an annual cap of up to a B&6is points and a lifetime cap of |
basis points over the initial rate. As a conseqaesfcusing an initial fixedate and caps, the interest rates on these loapsatde as ra
sensitive as is the Company’s cost of funds. The@oys ARMs do not permit negative amortization of piat and are not convertit
into a fixed rate loan. The Compasydelinquency experience on its ARM loans has gdiyelbeen similar to its experience on fixed
residential loans.

Due to consumer demand, the Compdso offers fixedate mortgage loans with terms up to 30 years, misthich conform t
secondary market standard®, , Fannie Mae, Ginnie Mae, and Freddie Mac standandisrest rates charged on these fixe loans a
competitively priced according to market conditiomBe Company currently sells most, but not alliteffixed+ate loans with terms grea
than 15 years. Historically, the Company had heldartfolio a higher percentage of its fixed ratertgage loans.

In underwriting one- to four-fagnilesidential real estate loans, the Company eteduzoth the borrowes’ability to make month
payments and the value of the property securingdahie. Most properties securing real estate loaadenby the Company are appraise:
independent fee appraisers approved by the Bodbdreftors. The Company generally requires borrewerobtain an attorney'title opiniotr
or title insurance, and fire and property insuratiseluding flood insurance, if necessary) in anoamt not less than the amount of the |
Real estate loans originated by the Company gdperahtain a “due on saleflause allowing the Company to declare the unpaittipal
balance due and payable upon the sale of the sepuoperty.
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Commercial and Multi-Family Real Estate Lending. The Company engages in commercial and nfaitiily real estate lending in
primary market area and surrounding areas and inahgsed whole loan and participation interesteams from other financial institutior
At September 30, 2004, the Company’s commercial mntti-family real estate loan portfolio totaled $196.8lliom, or 47.2% of th
Companys total gross loan portfolio. The purchased loamd laan participation interests are generally settury properties located in
Midwest and Northwest. See “Originations, PurchaSa¢es and Servicing of Loans and Mortgage-Ba8eirities."The Company, in ord
to supplement its loan portfolio and consistenthwitanagement’s objectives to expand the Comparyisntercial and multfamily loar
portfolio, purchased $25.7 million, $26.2 millioand $24.5 million of such loans during fiscal 20@003 and 2002, respectively.
September 30, 2004, $399,000 or 0.2% of the Conmipargmmercial and multi-family real estate loansrevaon-performing. See “Non-
Performing Assets, Other Loans of Concern and GiedsAssets.”

The Company’s commercial and rrialthily real estate loan portfolio is secured priityaoy apartment buildings, nursing hon
assisted living/retirement facilities, office buitds and hotels. Commercial and mdi#timily real estate loans generally have terms dloato
exceed 20 years, have loanviaue ratios of up to 80% of the appraised valuéhefsecurity property, and are typically securggérsone
guarantees of the borrowers. The Company has atyasf rate adjustment features and other ternissinommercial and mulfamily rea
estate loan portfolio. Commercial and mditimily real estate loans provide for a margin ozerumber of different indices. In underwrit
these loans, the Company currently analyzes thandimal condition of the borrower, the borrovgecredit history, and the reliability a
predictability of the cash flow generated by thegarty securing the loan. Appraisals on propersiesuring commercial real estate Ic
originated by the Company are performed by indepehdppraisers.

At September 30, 2004, the Comfmlaygest commercial and multi-family real estiaten was a $7.7 million loan secured by
residential housing developments. The Company Wwadty-two other commercial and/or multi-family I&im excess of $3.0 million at such
date. All of these loans are currently performing@ccordance with their terms. At September 30420 average outstanding principal
balance of a commercial or multi-family real estan held by the Company was approximately $46%,00

Multi-family and commercial readtate loans generally present a higher level &f ttien loans secured by one- to fdamily
residences. This greater risk is due to severabfacincluding the concentration of principal itiraited number of loans and borrowers,
effect of general economic conditions on incomedpoing properties and the increased difficulty wdlaating and monitoring these type:
loans. Furthermore, the repayment of loans sechyethulti-family and commercial real estate is typically degent upon the success
operation of the related real estate project.df¢hsh flow from the project is reduced (for exanplleases are not obtained or renewed,
bankruptcy court modifies a lease term, or a migoant is unable to fulfill its lease obligation)e borrowers ability to repay the loan m
be impaired.

Construction Lending. The Company makes construction loans to indiv&lé@ the construction of their residences as \aslkc
builders for the construction of one- to four-faynilesidences and commercial and mfdtiily real estate. At September 30, 2004,
Company'’s construction loan portfolio totaled $2thiflion, or 7.1% of the Company’s total gross Igaortfolio.

Construction loans to individuals for their resides are structured to be converted to permanens latathe end of the construct
phase, which typically runs up to twelve monthsedénconstruction loans have rates and terms wigichrglly match the one- to fotamily
loan rates then offered by the Company, exceptdhiahg the construction phase the borrower patgsest only. Generally, the
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maximum loan-tosalue ratio of owner occupied single family constion loans is 80% of appraised value. Residentiaktruction loans a
generally underwritten pursuant to the same guidslused for originating permanent residentialdo&t September 30, 2004, the Comg.
had $2.8 million of construction loans to borrowertending to live in the properties upon completa¥ construction.

Generally, construction loans tilders of one- to foufamily residences require the payment of intere¢y éor up to 12 montt
and have terms of up to 12 months. These loanspmayde for the payment of interest and loan feemfloan proceeds and carry adjust
rates of interest. Loan fees charged in conneetitimthe origination of such loans are generally. 1%

Construction loans on commercia anultifamily real estate projects may be secured by agarts, agricultural facilities, sm
office buildings, medical facilities, assisted figi facilities, hotels or other property, and araagally structured to be converted to perma
loans at the end of the construction phase, whaemlly runs up to 18 months. During the consioacphase the borrower pays inte
only. These loans generally provide for the payna#rinterest and loan fees from loan proceeds. édt&nber 30, 2004, the Company
approximately $26.9 million of loans for the comstion of commercial and mulfamily real estate. This amount consisted of sdwan:
totaling $3.7 million for the construction of nanvner occupied single family residences, one ledaling $550,000 for the construction ¢
church, and twelve loans totaling $22.8 million foe construction of commercial facilities. All tfese loans were performing in accord:
with their terms at September 30, 2004.

Construction loans are obtained principally throwgmtinued business from builders who have preWobsrrowed from th
Company and from existing customers who are budldiew facilities. The application process includesubmission to the Company
accurate plans, specifications, costs of the ptdebe constructed and projected revenues fronptbgct. These items are also used
basis to determine the appraised value of the supjeperty. Loans are based on the lesser ofgheised value of the property or the co:
construction (land plus building).

Construction loans to borrowetseotthan owner-occupants involve many of the sasks discussed above regarding mtatiily
and commercial real estate loans and tend to be memsitive to general economic conditions thanymaher types of loans. Also, 1
funding of loan fees and interest during the camgton phase makes the monitoring of the progrétkeoproject particularly important,
customary early warning signals of project difftee$ may not be present.

Agricultural Lending. The Company originates loans to finance the masehof farmland, livestock, farm machinery
equipment, seed, fertilizer and for other farmtedlaproducts. At September 30, 2004, the Compadyalyacultural real estate loans seci
by farmland of $12.9 million or 3.0% of the Compangross loan portfolio. At the same date, $21.lliomi, or 5.1% of the Compang’gros
loan portfolio, consisted of secured loans relateagricultural operations.

Agricultural operating loans are originated at eitan adjustable or fixed rate of interest for e tone year term or, in the cas
livestock, upon sale. Most agricultural operatiogris have terms of one year or less. Such loanideréor payments of principal and intel
at least annually, or a lump sum payment upon ntatifithe original term is less than one year. heaecured by agricultural machinery
generally originated as fixedte loans with terms of up to seven years. At&aper 30, 2004, the average outstanding princiglahice of a
agricultural operating loan held by the Company %46,000. At September 30, 2004, $254,000, or 1@Phe Company agriculture
operating loans were non-performing.
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Agricultural real estate loans are frequently oréged with adjustable rates of interest. Generallgh loans provide for a fixed r
of interest for the first one to five years, whitfen balloon or adjust annually thereafter. In &ddj such loans generally amortize ov
period of ten to 20 years. Adjustabskgte agricultural real estate loans provide foraagim over the yields on the corresponding U.Sasue
Security or prime rate. Fixe@te agricultural real estate loans generally Hakms up to five years. Agricultural real estat@ne are genera
limited to 75% of the value of the property secgrthe loan. At September 30, 2004, none of the Gmy'p agricultural real estate portfc
was non-performing.

Agricultural lending affords theo@pany the opportunity to earn yields higher thhosé obtainable on one- to foiamily
residential lending. Nevertheless, agriculturaldieg involves a greater degree of risk than onefoto-family residential mortgage loa
because of the typically larger loan amount. Initaly payments on loans are dependent on the ssftdeoperation or management of
farm property securing the loan or for which anragiag loan is utilized. The success of the loary mlao be affected by many factors out
the control of the farm borrower.

Weather presents one of the greatest risks asdnailght, floods, or other conditions, can sevelietjt crop yields and thus imp:
loan repayments and the value of the underlyinfathl. This risk can be reduced by the farmehwitvariety of insurance coverages wil
can help to ensure loan repayment. Government suppagrams and the Company generally require fdwathers procure crop insurai
coverage. Grain and livestock prices also preseiskas prices may decline prior to sale resuliing failure to cover production costs. Tt
risks may be reduced by the farmer with the uséutfres contracts or options to mitigate price riske Company frequently requi
borrowers to use future contracts or options taicedprice risk and help ensure loan repayment. #eraisk is the uncertainty of governm
programs and other regulations. During period®waftommodity prices, the income from governmengpams can be a significant sourc
cash to make loan payments and if these programsliacontinued or significantly changed, cash fiowblems or defaults could res
Finally, many farms are dependent on a limited nemdf key individuals upon whose injury or deathymesult in an inability to successf
operate the farm.

Consumer Lending . The Company offers a variety of secured consuloens, including home equity, home improverr
automobile, boat and loans secured by savings deptis addition, the Company offers other secusad unsecured consumer loans.
Company currently originates substantially alltsféGonsumer loans in its primary market area andsoding areas. The Company origin:
consumer loans on both a direct and indirect bagiSeptember 30, 2004, the Compangbnsumer loan portfolio totaled $30.4 million
7.3% of its total gross loan portfolio. Of the comer loan portfolio at September 30, 2004, $15.ianiwere short- and intermediaterm
fixed-rate loans, while $14.8 million were adjudéatate loans.

The largest component of the Camyfmconsumer loan portfolio consists of home equiink and lines of credit. Substantially
of the Companys home equity loans and lines of credit are secbyedecond mortgages on principal residences. Tdrapany will lent
amounts which, together with all prior liens, may lp to 100% of the appraised value of the propseturing the loan. Home equity lo
and lines of credit generally have maximum termfvef years.

The Company primarily originates automobile loansaddirect basis, but also originates indirect matbile loans on a very limit
basis. Direct loans are loans made when the Compat®nds credit directly to the borrower, as opdaseindirect loans, which are me
when the Company purchases loan contracts, oftarda&count, from automobile dealers which havermdéd credit to their customers.
Company'’s automobile loans typically are originasdixed interest rates with terms up to 60
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months for new and used vehicles. Loans secureautymobiles are generally originated for up to 8@Rthe N.A.D.A. book value of tt
automobile securing the loan.

Consumer loan terms vary according to the typevahake of collateral, length of contract and creditthiness of the borrower. T
underwriting standards employed by the Companyctmsumer loans include an application, a deterioinadf the applicans paymer
history on other debts and an assessment of atilityeet existing obligations and payments on tlopgsed loan. Although creditworthin
of the applicant is a primary consideration, theemwvriting process also includes a comparison efllue of the security, if any, in relat
to the proposed loan amount.

Consumer loans may entail greater credit risk gh@amesidential mortgage loans, particularly in thse of consumer loans wh
are unsecured or are secured by rapidly depreceddets, such as automobiles or recreational eguiprin such cases, any reposse
collateral for a defaulted consumer loan may nowigle an adequate source of repayment of the owlista loan balance as a result of
greater likelihood of damage, loss or depreciatinraddition, consumer loan collections are depahda the borrowes continuing financi
stability, and thus are more likely to be affecbydadverse personal circumstances. Furthermoregphkcation of various federal and s
laws, including bankruptcy and insolvency laws, rimyt the amount which can be recovered on suemdo At September 30, 2004, 59,(
or 0.2%, of the Company’s consumer loan portfolaswmon-performing.

Commercial Business Lending. The Company also originates commercial busineaasloMost of the Compars/’commercic
business loans have been extended to finance dochiegional businesses and include sterty loans to finance machinery and equipt
purchases, inventory and accounts receivable. Cooimhéoans also involve the extension of revolvargdit for a combination of equipmi
acquisitions and working capital in expanding conipa. At September 30, 2004, $80.5 million, or ¥8.8f the Company total gross lo¢
portfolio was comprised of commercial business $an

The maximum term for loans extended on machinedy equipment is based on the projected useful fifsush machinery ai
equipment. Generally, the maximum term on non-nam#glines of credit is one year. The loansdde ratio on such loans and lines of ci
generally may not exceed 80% of the value of tHatmwal securing the loan. The Compangommercial business lending policy inclt
credit file documentation and analysis of the baeds character, capacity to repay the loan, theqadcy of the borrowes’ capital an
collateral as well as an evaluation of conditiofisaiing the borrower. Analysis of the borronepast, present and future cash flows is al:
important aspect of the Compasycurrent credit analysis. Nonetheless, such laembelieved to carry higher credit risk than moaelitiona
investments.

The largest commercial business loan outstandin§eptember 30, 2004 was a $8.4 million warehouse dif credit secure
primarily by the assignment of automobile contramtsl new and used automobiles. The next largesinavaial business loan outstandin
September 30, 2004 was a $4.1 million loan secbgedll operating assets of the borrower. The Compgsad sixteen other commerc
business loans outstanding in excess of $1.0 miflicSeptember 30, 2004. All of these loans areently performing in accordance with tF
terms. At September 30, 2004, the average outstgngdriincipal balance of a commercial business lbaid by the Company w
approximately $173,000.

Unlike residential mortgage loaw$ijch generally are made on the basis of the b@rs ability to make repayment from his
her employment and other income and which are edchy real property whose value tends to be moséyeascertainable, commerc
business loans typically are made on the basiseoborrower’s ability to make repayment from thelciow of the borrowes business. As
result, the availability of funds for the repaymefitommercial business loans may be substantially
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dependent on the success of the business itselEi{fw turn, is likely to be dependent upon thengral economic environment). 1
Companys commercial business loans are usually, but medyed, secured by business assets and personahtgewaHowever, the collate
securing the loans may depreciate over time, magiffieult to appraise and may fluctuate in valugsbd on the success of the busines
September 30, 2004, none of the Company’s comnidmgsaness loan portfolio was non-performing.

Originations, Purchases, Sales and Servicing of Laa and Mortgage-Backed Securities

Loans are generally originatedtiy Companys staff of salaried loan officers. Loan applicatiare taken and processed in
branches and the main office of the Company. WhieeCompany originates both adjustable-rate areblfiate loans, its ability to origine
loans is dependent upon the relative customer deénfianloans in its market. Demand is affected bg thterest rate and econol
environment.

The Company, from time to time, sells whole loand bban participations generally without recouseSeptember 30, 2004, th
were no loans outstanding sold with recourse. Wbans are sold the Company typically retains tispoesibility for collecting and remittii
loan payments, making certain that real estat@éyments are made on behalf of borrowers, andwibeiservicing the loans. The servic
fee is recognized as income over the life of thent The Company services loans that it originated sold totaling $53.3 million
September 30, 2004, of which $25.8 million werelgol Fannie Mae and $27.5 million were sold to rthe

In periods of economic uncertajiitbe Companys ability to originate large dollar volumes of Isamay be substantially reducec
restricted, with a resultant decrease in relatad larigination fees, other fee income and operaargings. In addition, the Compaswbility
to sell loans may substantially decrease as patdniiers (principally government agencies) redhe& purchasing activities.
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The following table shows the loan origination (iting undisbursed portions of loans in processyclipase and repaym:
activities of the Company for the periods indicated

September 30,

2004 2003 2002

(Dollars in Thousands)
Originations by type:
Adjustable rate

Real estat- one- to four-family $ 4,08 % 1,748 $ 1,892
- commercial and mu-family 35,28¢ 24,45; 23,78:
- agricultural real estat 5,41¢ 5,861 3,807
Nor-real estat— consume 14,66¢ 10,42 3,161
- commercial busines 103,86« 68,08¢ 83,47¢
- agricultural operatin 29,847 25,13: 20,03¢
Total adjustab-rate 193,17: 135,70t 136,15t
Fixed rate
Real estat— one- to four-family 22,96¢ 76,21¢ 49,49:
- commercial and mu-family 43,87 52,28: 50,84¢
- agricultural real estat 40 — —
Nor-real estat— consume 8,28¢ 12,57¢ 13,82¢
- commercial busines 21,32« 33,40¢ 33,271
- agricultural operatin 5,83¢ 14,50: 16,26¢
Total fixec-rate: 102,33! 188,98 163,70t
Total loans originate 295,50t 324,68t 299,86:
Purchases :
Real estat- one-to-four-family — — —
- commercial and mu-family 25,73: 26,16: 24,54;
Non-real estat— commercial busines 13,81( 2,56
Total loan 39,54: 26,16: 27,10¢
Total mortgac-backed securitie 46,00 428,75: 128,49
Total purchase 85,54¢ 454,91¢ 155,59¢
Sales and Repayments :
Sles:
Real estat— one- to four family 18,04: 46,41¢ 21,48¢
Nor-real estat— commercial busines — —
Total loan 18,04 46,41¢ 21,48¢
Mortgage-backed securitie 88,21( —
Total sale 18,04 134,62¢ 21,48¢
Repayments:
Loan principal repaymen 265,93: 294,76 293,24
Mortgag-backed securities repayme 88,58¢ 185,62: 48,51¢
Total principal repaymen 354,79: 480,38 341,76(

Total reduction 372,83! 615,01( 363,24t




Increase (decrease) in other items, (1,139 (7,067 (1,389

Net increase (decrea $ 7,082 $ 157527 $  90,82¢

At September 30, 2004, approxirye$81.7 million, or 22.0%, of the Compamsygross loan portfolio consisted of purchased I
The Company believes that purchasing loans outsides market area assists the Company in divargifyts portfolio and may lessen
adverse affects on the Company’s business or apesatvhich could result in the event of a downtarmweakening of the
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local economy in which the Company conducts itsrafi@ens. However, additional risks are associatétl murchasing loans outside of
Companys market area, including the lack of knowledgehef ibcal market and difficulty in monitoring andspecting the property secur
the loans. The Company does not record any adjussme the allowance for loan losses as a restliaxfe loan purchases.

The following table provides infioation regarding the Compaisybalance of wholly purchased real estate loanseaidestate oz
participations for each state in which the balaotsuch loans exceeded $1.0 million at Septembe2804. Not included in the followil
table are purchased commercial business loansi@t$10.4, approximately 17.0% of which are locatethe Company’s market area.

One- to four- Commercial and Construction Total Purchased
Family Loans Multi-Family Loans Loans
Number Number Number Number
of of of of
Location Balance Loans Balance Loans Balance Loans Balance Loans

(Dollars in Thousands)

Arizona $ — —  $10,00( 2 % — — $ 10,00( 2
California — — 2,57C 2 — — 2,57C 2
Colorado — — 4,86¢ 8 — — 4,86¢ 8
lowa 273 9 2,89( 3 5,00(C 1 8,16: 13
Minnesota — — 6,01¢ 5 3,00( 1 9,01¢ 6
Missouri 39t 8 3,81( 3 — — 4,20k 11
Montana — — 1,46¢ 1 — — 1,46¢ 1
North Caroling 2,07z 9 — — — — 2,07z 9
Oregon — — — — 3,00( 1 3,00( 1
South Dakot: 50 3 3,66¢ 3 — — 3,71¢ 6
Washingtor 284 1 22,82¢ 10 2,24¢ 5 25,35¢ 16
Wisconsin — — 5,497 4 — — 5,497 4
Other state 651 46 732 2 — — 1,38: 48
Total $ 3,72t 76 $64,33¢ 43 $13,24¢ 8 $ 81,307 127
Percent of loan portfoli 8.2% 32.1% 44.5% 19.5%

Non-Performing Assets, Other Loans of Concern, an€lassified Assets

When a borrower fails to make a required paymerneahestate secured loans and consumer loanswighdays after the paym
is due, the Company generally initiates collectiwacedures by mailing a delinquency notice. Thearusr is contacted again, by writ
notice or telephone, before the payment is 30 gags due and again before 60 days past due. Inaasss, delinquencies are cured prom
however, if a loan has been delinquent for more 9@ days, satisfactory payment arrangements naustdhered to or the Company 1
initiate foreclosure or repossession.

Generally, when a loan becomes delinquent 90 daysooe or when the collection of principal or irgst becomes doubtful, 1
Company will place the loan on a nenerual status and, as a result, previously accintedest income on the loan is taken out of cu
income. The loan will remain on a non-accrual statotil the loan becomes current.
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The following table sets forth tB@mpanys loan delinquencies by type, before allowanceldan losses, by amount and
percentage of type at September 30, 2004.

Loans Delinquent For:

30-59 Days 60-89 Days 90 Days and Over
Percent Percent Percent
of of of

Number Amount Category Number Amount Category Number Amount Category

(Dollars in Thousands)

Real Estate
One- to four-family 2 $ 86 01% — $ — —% — $ — —%
Commercial and mu-family 1 951 0.4¢ — — — 1 39¢ 0.2C
Consume 9 10¢ 0.3¢€ 4 35 0.1z 2 59 0.1¢
Agricultural operating — — — — — — 1 254 1.2C
Commercial busines — — — — — — — — —
Total 12 $1,14¢ 0.27% 4 $ 35 0.01% 4 $ 71z 0.17%

Delinquencies 90 days and ovesstitiied 0.17% of total loans and 0.09% of totzkds.
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The table below sets forth the ants and categories of non-performing assets irCrapanys loan portfolio. Loans, with sor
exceptions, are typically placed on naccrual status when the loan becomes 90 days ar dedinquent or when the collection of princ
and/or interest become doubtful. For all years guted, the Company’'troubled debt restructurings (which involved feiigg a portion o
interest or principal on any loans or making loatsa rate materially less than that of market jatgs included in the table and w
performing as agreed.

September 30,
2004 2003 2002 2001 2000
Non-accruing loans
One- to four-family $ — $ 15 $ 51 $ 166 $ 20¢€
Commercial and mu-family 39¢ 417 417 464 —
Agricultural real estat — — 41 — 37
Consume 59 17 — 33 —
Agricultural operating 254 291 394 56¢ 17
Commercial busines — 12¢€ 40¢ 36¢ 51
Total no-accruing loan: 712 1,007 1,311 1,60: 311
Accruing loans delinquet
90 days or mor — — 81¢ — —
Total no-performing loan: 712 1,007 2,13( 1,60: 311
Restructured Loan:
Consume — — — 10 —
Agricultural operating 9 28 9 14 91¢
Commercial busines 8 31 71 — 43
Total restructured loa 17 59 80 24 961
Foreclosed assei
One- to four-family — — — — —
Commercial real esta — 912 1,31C 88¢ 43C
Consume — 4 18 51 15
Commercial busines — 19¢ — — —
Total — 1,10¢ 1,32¢ 94C 44k
Less: Allowance for losst — — — — —
Total foreclosed assets, — 1,10¢ 1,32¢ 94C 44%
Total noi-performing asset $ 72¢ $ 2,17¢ $ 3536 $ 2,561 $ 1,717
Total as a percentage of total as .09% .28% .58% 4% .34%

For the year ended September 804 2gross interest income which would have beeorded had the noaecruing loans be:
current in accordance with their original terms amted to approximately $129,000, of which none imakided in interest income.

Non-accruing Loans . At September 30, 2004, the Company had $712 0G®naccruing loans, which constituted 0.17% of
Company’s gross loan portfolio. At such date, theege no non-accruing loans or aggregate agruing loans to one borrower in exces
$399,000 in net book value.

Accruing Loans Delinquent 90 Days or More. At September 30, 2004, the Company has no acctaargs delinquent 90 days
more.

Other Loans of Concern. At September 30, 2004, there were loans totalthgy & million not included in the table above wt
known information about the possible credit proldenfi borrowers caused management to have concamthe ability of the borrower



comply with the present loan
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repayment terms. This amount consisted of one nésurfamily residential mortgage loans totaling $26,086yen commercial busint
loans totaling $912,000, four agricultural opergtloans totaling $458,000, two consumer loans itaja$14,000 and four commercial r
estate loans totaling $10.8 million.

Commercial real estate loans of concern at SepteB8)e2004 included a $4.1 million participatiomiosecured by a hotel loca
in Federal Way, Washington. A slow down in the &landustry after 9/11 contributed to delinquenssuies with this loan during fiscal 20
This property is continuing its recovery from thevedown and the loan was current at September @4 2

Classified Assets. Federal regulations provide for the classificatmf loans and other assets such as debt and ezpdatyritie
considered by the Office of Thrift Supervision (t&TS") to be of lesser quality as “substandardidtibtful” or “loss.”An asset is consider
“substandard’if it is inadequately protected by the current wetth and paying capacity of the obligor or of dwlateral pledged, if an
“Substandard” assets include those characterizethéy'distinct possibility” that the savings assdimin will sustain “some lossif the
deficiencies are not corrected. Assets classifietdaubtful” have all of the weaknesses inherenthimse classified “substandardyith the
added characteristic that the weaknesses presduet foallection or liquidation in full,”on the basis of currently existing facts, condisioan:
values, “highly questionable and improbable.” Assdassified as “loss” are those considered “uectitble” and of such minimal value tt
their continuance as assets without the establishmiea specific loss reserve is not warranted. ams held by Security are subjec
similar classification by its regulatory authoritie

When assets are classified as either substandaloubtful, the Bank may establish general allowarfoe loan losses in an amo
deemed prudent by management. General allowanpessent loss allowances which have been establigheglcognize the inherent r
associated with lending activities, but which, kealspecific allowances, have not been allocatguhtticular problem assets. When asset
classified as “loss,the Bank is required either to establish a spedfiowance for losses equal to 100% of that portbrthe asset
classified or to charge-off such amount. The Bamlkterminations as to the classification of thesess and the amount of their valua
allowances are subject to review by their regulatauthorities, who may order the establishment dadittonal general or specific Ic
allowances.

On the basis of managemengview of its assets, at September 30, 2004Ctmpany had classified a total of $12.9 millionite
assets as substandard, $11,000 as doubtful andasdaoss.

Allowance for Loan Losses. The allowance for loan losses is established tift@iprovision for loan losses based on management
evaluation of the risk inherent in its loan poridodnd changes in the nature and volume of its kaivity, including those loans which .
being specifically monitored by management. Sucaluation, which includes a review of loans for whifull collectibility may not b
reasonably assured, considers among other mattergstimated fair value of the underlying collateeconomic conditions, historical Ic
loss experience and other factors that warranigr@tion in providing for an adequate loan lossablace.

Current economic conditions in #ggicultural sector of the Compasymarket area are generally stable. The agricllea@on
is accustomed to commodity price fluctuations andénerally able to handle such fluctuations withsignificant problem. Although tl
Company underwrites its agricultural loans basedhencurrent level of commaodity prices, an extengedod of low commodity prices
adverse growing conditions could result in weaknedke agricultural loan portfolio and could creat need for the Company to increas
allowance for loan losses through increased chagpsovision for loan losses.
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Real estate properties acquired through forecloameerecorded at the lower of cost or fair valdefair value at the date
foreclosure is lower than the balance of the rdldtan, the difference will be chargeff-to the allowance for loan losses at the tim

transfer. Valuations are periodically updated bynagement and if the value declines, a specific iprow for losses on such property
established by a charge to operations.

Although management believes that it uses theib&sination available to determine the allowanee¥preseen market conditic
could result in adjustments and net earnings cbaldignificantly affected if circumstances diffeibstantially from the assumptions use
making the final determination. Future additionstite Companys allowances will be the result of periodic loanpperty and collater
reviews and thus cannot be predicted in advance.
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The following table sets forth@malysis of the Company’s allowance for loan losses

September 30

2004 2003 2002 2001 2000

(Dollars in Thousands)

Balance at beginning of peric $ 4962 $ 469 $ 3,86¢ $ 3,59 $ 3,09:
Charge-offs:
One-to four family 7 4) (11 (37 (65)
Agricultural operating — — (84) (30¢) —
Commercial and mu-family — (31 — — (370
Consume (19 (49 (139 (62) (1049)
Commercial busines (83 (29 (86) (76) (737)
Total charg-offs (109 (113 (320 (482) (1,270
Recoveries
One-to-four family 2 2 2 2 —
Consume 25 13 39 29 55
Commercial busines 2 10 4 3 33
Commercial and mu-family — — — — —
Agricultural operating — 7 9 17 39
Total recoverie 29 32 54 51 127
Net charc-offs (80) (81) (26€) (431 (1,149
Additions charged to operatio 48¢ 35C 1,09C 71C 1,64C
Balance at end of peri $ 5371 $ 4962 $ 4,69 $ 3,86¢ $ 3,59(

Ratio of net char¢-offs during the period t
average loans outstanding during the pe 0.02% .02% .08% 13% 37%

Ratio of net char¢-offs during the period t
average nc-performing assel 2.2€% 2.5(% 4546 16.0% 64.5%

For more information on the prawisfor loan losses, see “Management’s Discussi@hAnalysis - Results of Operationist’ the
Annual Report.
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The distribution of the Compangl®wance for losses on loans at the dates indidateummarized as follows:

One- to four-family

Commercial and mu-family
real estatt

Agricultural real estat
Constructior

Consume

Agricultural operating
Commercial busines
Unallocatec

Total

September 30,
2004 2003 2002 2001 2000
Percent Percent Percent Percent Percent
of Loans of Loans of Loans of Loans of Loans
in Each in Each in Each in Each in Each
Category Category Category Category Category
to Total to Total to Total to Total to Total
Amount Loans Amount Loans Amount Loans Amount Loans Amount Loans
(Dollars in Thousands)
$ 97 10909 $ 13t 14.37% $ 17C 205% $ 22z 27.8% $ 25C 31.6%0
2,704 47.1¢ 2,39( 46.9¢ 2,53¢ 42.8¢ 1,604 36.04 1,18: 31.01
17¢ 7.1 11€ 3.2C 131 3.41 12¢ 3.4z 124 3.2¢€
13C 3.0¢ 122 5.5¢ 12¢ 7.217 88 6.3¢ 12t 9.37
37¢ 7.2¢ 344 7.3z 317 6.6€ 40¢ 8.21 33t 7.9
47¢ 5.07 62¢€ 6.21 63¢ 7.1t 617 7.3¢€ 611 8.0z
1,33¢ 19.31 1,02 16.3¢ 662 12.1( 61¢€ 10.7z 592 8.7¢
70 — 20C — 10¢ — 18¢ — 37C —
$5,371 100.0(% $4,96z 100.0(% $ 4,69 100.0(% $ 3,86¢ 100.0(% $3,59C 100.0(%
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Investment Activities

General. The investment policy of the Company generallytdsinvest funds among various categories of inmests an
maturities based upon the Compangeed for liquidity, to achieve the proper balabetveen its desire to minimize risk and maximieddy
to provide collateral for borrowings, and to fulfthe Company’s asset/liability management policiEee Company investment ar
mortgagebacked securities portfolios are managed in acooelavith a written investment policy adopted by Bward of Directors, which
implemented by members of the Bank’s Investment @itae.

As of September 30, 2004, the Camyfs entire investment and mortgaogeked securities portfolios were classified aslalvke
for sale. For additional information regarding Bempany’s investment and mortgalggeked securities portfolios, see Notes 1 and tBe
Notes to Consolidated Financial Statements in theual Report

As of September 30, 2004, investivend mortgag®acked securities with amortized costs of approtetge5204.9 million an
fair values of approximately $203.9 million weregged as collateral for FHLB advances and revesgerchase agreements. For additi
information regarding the Compasycollateralization of borrowed money, see Notes@® 9 of the Notes to Consolidated Financial State
in the Annual Report.

Investment Securities. It is the Company general policy to purchase investment secuntigish are U.S. Government securi
and federal agency obligations, state and locakgovwent obligations, commercial paper, corporatet decurities and overnight fede
funds.

The following table sets forth tbarrying value of the Company’s investment segupiortfolio, excluding mortgagbacket
securities, at the dates indicated.

September 30,

2004 2003 2002

(Dollars in Thousands)

Investment Securitie:

Trust preferred securities( $25,99: $23,32: $24,12¢
Municipal bond: 482 60€ 764
Equity investment 514 494 66C
Freddie Mac preferred sto 264 22¢€ 191
Fannie Mae common sto 127 14C 15€
Other 1052 1,001 —
Subtota 28,43: 25,79( 25,89¢
FHLB stock 11,05 10,93( 6,84:
Total investment securities and FHLB st $39,48¢ $36,72( $32,74.

Other Interes-Earning Assets

Interest bearing deposits in other financialiinons and Feder:
Funds solt $ 7,34t $ 7,661 $ 6,05]

Q) Within the trust preferred securities preserdbdve, there are securities from individual issubat exceed 10% of the Company’
total equity. The name and the aggregate markaewal securities of each individual issuer areadlews, as of September 30, 20
Key Corp Capital I, $4.8 million; Bank Boston Cagifrrust IV, $4.8 million; BankAmerica Capital 11$4.8 million; PNC Capit:
Trust, $4.7 million.
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The composition and maturitiestttd Companys investment securities portfolio, excluding equcurities, FHLB stock a
mortgage-backed securities, are indicated in thewing table.

September 30, 2004

After 1 After 5
Year Years
1 Year or Through Through After Total Mortgage-Backed
Less 5 Years 10 Years 10 Years Securities
Amortized
Carrying Carrying Carrying Carrying Market
Value Value Value Value Cost Value
(Dollars in Thousands)
Trust preferred securitie $ — $ — $ — $2599: $26,75: $25,99:
Municipal bonds 227 25E — — 475 482
Other — 1,05: — — 99¢ 1,05:
Total investment securitie $ 227 $ 1,30¢ $ — $25,99: $28,22¢ $27,52]
Weighted average yield (. 3.34% 5.31% 0.0(% 2.8% 2.8% 2.95%

(1) Yields on tax-exempt obligations have notrbeemputed on a tax-equivalent basis.

Mortgage-Backed Securities. The Company’s mortgadeacked and related securities portfolio consistseafurities issued unc
governmentponsored agency programs, including those of @iriae, Fannie Mae and Freddie Mac. The Company htdds
Collateralized Mortgage Obligations (“CMOs”), aslhas a limited amount of privately issued mortgggssthrough certificates. The Gint
Mae, Fannie Mae and Freddie Mac certificates ardified pass-through mortgadmcked securities that represent undivided interi
underlying pools of fixed-rate, or certain typesadjustable-rate, predominantly single-family ateda lesser extent, mult&mily residentie
mortgages issued by these governnggransored entities. Fannie Mae and Freddie Macrginerovide the certificate holder a guarante
timely payments of interest, whether or not colleictGinnie Maes guarantee to the holder is timely payments ofgipal and interest, back
by the full faith and credit of the U.S. GovernmeRtivately issued mortgage pabseugh certificates generally provide no guararase
timely payment of interest or principal, and retiaris placed on the creditworthiness of the isswbiich the Company monitors on a reg
basis.

CMOs are special types of pideugh debt in which the stream of principal amigtiest payments on the underlying mortgag
mortgagebacked securities is used to create classes witdratit maturities and, in some cases, amortizairedules, as well as a resi¢
interest, with each such class possessing differgkicharacteristics. At September 30, 2004, tben@any held CMOs totaling $1rillion,
all of which were secured by underlying collatesdued under governmesponsored agency programs or residential realeestattgag
loans. Premiums associated with the purchase e&tli®Os are not significant, therefore, the rislsighificant yield adjustments becaus
accelerated prepayments is limited. Yield adjustsie@re encountered as interest rates rise or @echhich in turn slows or increa:
prepayment rates and affect the average liveseo€MOs.

At September 30, 2004, $278.9iamillor 94.8% of the Company’s mortgabaeked securities portfolio had fixed rates of e
and $15.2 million or 5.2% of such portfolio haduslable rates of interest.
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Mortgage-backed securities geiematrease the quality of the Compasyssets by virtue of the insurance or guarantegacl
them, are more liquid than individual mortgage Bamd may be used to collateralize borrowings berobbligations of the Company.
September 30, 2004, $234.2 million or 79.6% of@menpany’s mortgagbacked securities were pledged to secure varioligations of th
Company.

While mortgagleacked securities carry a reduced credit risk agpeoed to whole loans, such securities remain stibjethe risl
that a fluctuating interest rate environment, alerity other factors such as the geographic distignuof the underlying mortgage loans, r
alter the prepayment rate of such mortgage loadssaraffect both the prepayment speed, and vafugjah securities. The prepayment
associated with mortgadecked securities is monitored periodically, aneppyment rate assumptions adjusted as appropoiatedate th
Company’s mortgage-backed securities accounting amset/liability reports. Classification of the Qmany’s mortgagdsacked securitie
portfolio as available for sale is designed to mize that risk.

The following table sets forth terying value of the Company’s mortgage-backediisées at the dates indicated.

September 30,

2004 2003 2002

(Dollars in Thousands)

Ginnie Mae $ 6,727 $ 12,54¢ $ 23,48¢
CMO 1,60¢ 3,82¢ 43,25¢
Freddie Mac 164,00 183,89 33,32(
Fannie Mae 121,62° 139,84 92,07t
Privately Issued Mortgage P-Through Certificate 12¢ 16€ 21C

Total $294,09. $340,28' $192,34¢

The following table sets forth ttentractual maturities of the Company’s mortgagekied securities at September 30, 2004. Not
considered in the preparation of the table belothéseffect of prepayments, periodic principal ggpants and the adjustable-rate nature of
these instruments.

September 30, 2004

After 1 Year After 5 Years
1 Year or Through Through After Total Mortgage-Backed
Less 5 Years 10 Years 10 Years Securities
Carrying Carrying Carrying Carrying Amortized Market
Value Value Value Value Cost Value

(Dollars in Thousands)

Ginnie Mae $ — $ — 3 7 $ 6720 $ 6,37¢ $ 6,727
CMO — 1,59¢ — 10 1,612 1,60¢
Freddie Mac — 85C 148,37t 14,77° 164,99¢ 164,00:
Fannie Mae — 9,87t 106,51: 5,241 122,57: 121,62
Privately Issued Mortgac
Pas-Through Certificates(1 — — — 12¢ 11F 12¢
Total investment securiti $ — $ 12,32 $ 254,89: $ 26,877 $295,67. $294,09:
Weighted average yie 0.0(% 4.7% 3.68% 4.69% 3.81% 3.81%

(1) This security is rated Aaa by a nationallyagnized rating agency.

At September 30, 2004, the comtr@lcmaturity of 9.1% of all of the Company’s matgbacked securities was in excess of
years. The actual maturity of a mortg-backed security is typically less than its stateaturity due to scheduled principal payments
prepayments of the
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underlying mortgages. Prepayments that are diffettean anticipated will affect the yield to matyrifThe yield is based upon the inte
income and the amortization of any premium or distaelated to the mortgadmcked security. In accordance with generally aeo
accounting principles, premiums and discounts amertized over the estimated lives of the loans,cwhilecrease and increase inte
income, respectively. The prepayment assumptiorsd ts determine the amortization period for prensiend discounts can significar
affect the yield of the mortgadmcked security, and these assumptions are revigweaddically to reflect actual prepayments. Althb
prepayments of underlying mortgages depend on rfetyrs, including the type of mortgages, the coupste, the age of mortgages,
geographical location of the underlying real estalateralizing the mortgages and general levélsarket interest rates, the differe
between the interest rates on the underlying mgegand the prevailing mortgage interest ratesrgiyés the most significant determin;
of the rate of prepayments. During periods of fgilimortgage interest rates, if the coupon ratehef underlying mortgages exceeds
prevailing market interest rates offered for moggdoans, refinancing generally increases and eek the prepayment of the underl
mortgages and the related security. Under suchmistances, the Company may be subject to reinvestris& because to the extent that
Company’s mortgagbacked securities amortize or prepay faster thaicipated, the Company may not be able to reinttesstproceeds
such repayments and prepayments at a comparable rat

Sources of Funds

General. The Companys sources of funds are deposits, borrowings, aratitn and repayment of loan principal, intereshee
on or maturation of investment securities and stesrh investments, and funds provided from openatio

Borrowings, including Federal Horhean Bank (“FHLB”) of Des Moines advances, reverse repurchase agréemed reta
repurchase agreements, may be used at times tceosaip for seasonal reductions in deposits or dapfiews at less than projected levi
may be used on a longtrm basis to support expanded lending actividad, may also be used to match the funding of @spanding asse

Deposits. The Company offers a variety of deposit accouraging a wide range of interest rates and term& Cbhmpanys
deposits consist of passbook savings accounts, ynoaeket savings accounts, NOW and regular checkaogunts, and certificate accot
currently ranging in terms from fourteen days tondGnths. The Company only solicits deposits frosnpitimary market area and does
currently use brokers to obtain deposits. The Campalies primarily on competitive pricing policieadvertising and highuality custome
service to attract and retain these deposits.

The flow of deposits is influenced significantly bgneral economic conditions, changes in money etakd prevailing intere
rates, and competition.

The variety of deposit accounts offered by the Camyphas allowed it to be competitive in obtainingds and to respond w
flexibility to changes in consumer demand. The Canypendeavors to manage the pricing of its depasikeeping with its asset/liabili
management and profitability objectives. Based tenekperience, the Company believes that its passbavings, money market savil
accounts, NOW and regular checking accounts aadively stable sources of deposits. However, thittalf the Company to attract a
maintain certificates of deposit and the rates paithese deposits has been and will continue sdmaficantly affected by market conditiol
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The following table sets forth $evings flows at the Company during the periodgcated.

September 30,

2004 2003 2002

(Dollars in Thousands)

Opening balanc
Deposits
Withdrawals
Sale of deposi
Interest credite:

$ 43555. $ 35578 $ 338,78:
2,065,442  1,528,05 978,25
(2,031,44) (1,457,27)  (972,85¢)
(16,109 — —
8,151 8,99¢ 11,59¢

Ending balanc $ 461,58. $ 43555! $ 355,78

Net increas $ 26,026 $ 7977 $ 16,99¢

Percent increas 5.98% 22.4%% 5.02%
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The following table sets forth the dollar amounsafings deposits in the various types of deposijams offered by the Compe
for the periods indicated.

September 30,
2004 2003 2002
Percent Percent Percent
Amount of Total Amount of Total Amount of Total

(Dollars in Thousands)
Transactions and Savings Deposits :

Commercial Deman $ 19,537 42% $ 17,45¢ 401% $ 11,93¢ 3.35%
Passbook Accoun 45,66¢ 9.8¢ 21,32 4.8¢ 15,06¢ 4.2¢
NOW Accounts 27,657 5.9¢ 24,60: 5.6t 20,08¢ 5.6t
Money Market Account 103,96¢ 22.5% 73,57 16.8¢ 55,26! 15.5¢
Total Nor-Certificate 196,82¢ 42.64 136,95¢ 31.4¢4 102,34¢ 28.7¢
Certificates :

Variable 2,052 0.44 2,21( 0.51 2,16¢ 0.61
0.00-1.99% 89,60: 19.41 110,83 25.4¢ 10,25z 2.8¢
2.00-3.99% 129,44 28.0¢ 130,23¢ 29.9( 134,44¢ 37.7¢
4.00-5.99% 32,22t 6.9¢ 38,63: 8.87 61,54 17.3C
6.00-7.99% 11,42¢ 2.4¢ 16,68¢ 3.8: 45,02¢ 12.6¢
Total Certificates 264,75" 57.3¢ 298,59' 68.5¢ 253,43 71.2¢
Total Deposits $461,58: 100.00% $ 435,55: 100.0(% $ 355,78( 100.0%
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The following table shows rate anaturity information for the Company’s certificatef deposit as of September 30, 2004.

0.00 — 2.00- 4.00- 6.00- Percent
Variable 1.99% 3.99% 5.99% 7.99% Total of Total

(Dollars in Thousands)

Certificate accounts maturing
in quarter ending :

December 31, 20C $ 20€ $ 44,99 $ 1551 % 69¢ $ 193¢ $ 63,35( 23.%
March 31, 200¢ 34¢ 15,48: 11,36¢ 70& 1,32¢ 29,22¢ 11.C
June 30, 200 694 13,05: 27,87( 1,44z 2,76t 45,82 17.z
September 30, 20( 29¢ 5,62¢ 9,107 65E 1,05z 16,737 6.3
December 31, 200 304 4,55¢ 13,10¢ 364 3,83¢ 22,16¢ 8.4
March 31, 200¢ 19¢ 2,647 7,967 462 21¢ 11,49: 4.4
June 30, 200 — 2,46t 6,73¢ 862 297 10,357 3.9
September 30, 20( — 72€ 8,16¢ 721 — 9,61¢ 3.6
December 31, 20C — 10 2,06t 79C — 2,86t 1.1
March 31, 200" — 24 10,93¢ 5,78¢ — 16,747 6.3
June 30, 200 — 22 3,612 6,23¢ — 9,76¢ 3.7
September 30, 20( — — 2,14¢ 4,45¢ — 6,60¢ 2.t
Thereafte — — 10,95¢ 9,04¢ — 20,00: 7.6
Total $ 2,05 $ 89,60: $129,44° $ 32,22F $ 11,42¢ $264,75 100.(%
Percent of tote 0.7&% 33.84% 48.8% 12.1% 4.32%  100.0%

The following table indicates thmount of the Company’certificates of deposit and other deposits byetimmaining unt
maturity as of September 30, 2004.

Maturity
3 After After
Months 3to6 6to 12 After
or Less Months Months 12 Months Total

(In Thousands)

Certificates of deposit less than $100,! $ 2257¢ $ 6,24¢ $ 59,18 $ 91,88t $ 179,89
Certificates of deposit of $100,000 or m 40,77 22,98( 3,38( 17,73 84,86:
Total certificates of deposit(: $ 63,35( $ 29,22¢ $ 62,56( $ 109,61¢ $ 264,75!

(1) Includes deposits from governmental and ogludalic entities totaling $106.0 million.

Borrowings. Although deposits are the Company’s primary sewffunds, the Company’policy has been to utilize borrowit
when they are a less costly source of funds, canvasted at a positive interest rate spread, mmithe Company desires additional capi
to fund loan demand.

The Comparsg/borrowings historically have consisted primadfyadvances from the FHLB of Des Moines upon theusty of ¢
blanket collateral agreement of a percentage ohcumabered loans and the pledge of specific investreecurities. Such advances cal
made pursuant to several different credit prograash of which has its own interest rate and rarigeaturities. At September 30, 2004,
Company had $226.3 million of advances from the BHif Des Moines and the ability to borrow up to a@pproximate additional $67
million. At September 30, 2004, advances totalit@1%0 million had terms to maturity of one yeatess. The remaining $125.3 million |
maturities ranging up to 5 yea
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On July 16, 2001, the Company issued all of th@aMauthorized shares of Company Obligated Manitiafeedeemable Preferr
Securities of First Midwest Financial Capital Trusfpreferred securities of subsidiary trust) hofglisolely subordinated debt securil
Distributions are paid senainnually. Cumulative cash distributions are cal®daat a variable rate of LIBOR (as defined) plug26, not ti
exceed 12.5%. The Company may, at one or more tidedsr interest payments on the capital securfitiesip to 10 consecutive semimnua
periods, but not beyond July 25, 2031. At the ehdny deferral period, all accumulated and unpastributions will be paid. The capi
securities will be redeemed on July 25, 2031; harethe Company has the option to shorten the ribatlate to a date not earlier than .
25, 2006. The redemption price is $1,000 per chpeaurity plus any accrued and unpaid distribugtitm the date of redemption plus
redeemed prior to July 25, 2011, a redemption premas defined in the Indenture Agreement. Holdéthevcapital securities have no vol
rights, are unsecured and rank junior in prioritypayment to all of the Company’s indebtedness serdor to the Company’common stoc
The trust preferred securities have been includabkhe Companyg capital calculations on a limited basis sincey tivere issued. Durir
calendar 2004, due to changes in accounting regeints, those limitations were increased. However,degree to which the Company
include its trust preferred securities in its capdalculations has not been changed as a restiieathange in limitations.

From time to time, the Company has offered refgilurchase agreements to its customers. These agreetypically range fro
14 days to five years in term, and typically haeer offered in minimum amounts of $100,000. Thegeds of these transactions are us
meet cash flow needs of the Company. At Septembe2@®4, the Company had $294,000 of retail remselagreements outstanding.

Historically, the Company has eatkinto reverse repurchase agreements througbnadlyi recognized brokedealer firms. Thes
agreements are accounted for as borrowings by timep@ny and are secured by certain of the Companyé&stment and mortgadescket
securities. The brokatealer takes possession of the securities duriagpéniod that the reverse repurchase agreemenitssanding. Th
terms of the agreements have usually ranged fratayg to six months, but on occasion longer terneegents have been entered intc
September 30, 2004, the Company had $32.3 milligewerse repurchase agreements outstanding.

The following table sets forth theaximum monttend balance and average balance of FHLB advane&s]| and rever:
repurchase agreements and Preferred Securitiasbsidtary Trust for the periods indicated.

September 30,

2004 2003 2002

(Dollars in Thousands)

Maximum Balance :

FHLB advance $ 226,25( $ 226,16¢ $ 125,09(
Retail and reverse repurchase agreen 58,50( 110,48t 70,17¢
Subordinated debentur 10,31( — —
Preferred securities of subsidiary tr — 10,00( 10,00(
Average Balance :
FHLB advance $ 203,13 $ 176,96: $ 118,41
Retail and reverse repurchase agreen 38,977 78,20¢ 39,28¢
Subordinated debentur 10,31( — —
Preferred securities of subsidiary tr — 10,00( 10,00(
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The following table sets forth teém information as to the Company’s FHLB advanaed other borrowings at the dates indicated.

September 30,

2004 2003 2002

(Dollars in Thousands)

FHLB advance: $ 22625( $ 223,78 $ 125,09(
Retail and reverse repurchase agreernr 32,54¢ 57,70: 70,17¢
Subordinated debentur 10,31( — —
Preferred securities of subsidiary tr — 10,00( 10,00(
Total borrowing: $ 269,10¢ $ 291,48t $ 205,26t
Weighted average interest rate of FHLB advai 3.62% 3.4(% 5.4€%

Weighted average interest rate of retail and r&
repurchase agreemet 2.4% 1.16% 1.9(%

Weighted average interest rate of preferred séesi
of subsidiary trus 5.74% 4.9(% 5.61%

Subsidiary Activities

The only subsidiaries of the Company are First Fd&ecurity, First Services Trust Company andtRidwest Financial Capit
Trust I. First Federal has one service subsidiaingt Services Financial Limited (“First ServicesAt September 30, 2004, the net book v
of First Federab investment in First Services was approximatel#,®80. Security does not have any subsidiariest Fiederal organiz
First Services, its sole service corporation, iB3JFirst Services has no active operations nowttieaBanks have affiliated with Bill Mark
and Associates to provide insurance, mutual fuadsuities, bonds and other investments.

Stored Value Card Program

First Midwest, through its subsidiary First Fedem@berating under the divisional name of Meta Payntystems, has bec
offering a stored value card program. The programets banks, card processors and third party reaek® distribute the cards. Stored vi
products are segregated into three categoriesadalde cards for applications such as payroll ardgnal use; non-reloadable cards for one
time uses such as gifts or promotions; and, benafils for applications such as transportation feexible-spending accounts. Stored ve
card programs are subject to certain fraud riskduding but not limited to, collusion between barid merchant employees, and merc
employees and cardholders, counterfeiting, imprepsorization, and system failure. Taking on pr@fands from customers also subj
the Company to somewhat increased liquidity aner@st rate risk.

While no guarantees can be made that the Compalhyeti experience losses in its stored value carsliness, the Compa
believes that it has adopted policies and procedtoemanage and monitor these risks. The executives were engaged to manage
Company’s stored value card program have yeargpdreence in this line of business.

In commencing a stored value paagrthe bank also assumes compliaretated risks. The program must be adapted to ¢hg
regulatory requirements. For example, the FedeepldSit Insurance Corporation (“FDICHRs proposed to treat funds in prepaid prograi
deposits if the bank
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holding the funds keeps records on the amounts dweshch cardholder. In the event of a bank fajlesch cardholdes’ funds would &
insured by the FDIC up to $100,000. If the propasadopted, treatment of prepaid funds as depaditincrease the bank’obligations fc
deposit insurance and reserve requirements.

Regulation

Recent Legidation - The Financial Services Modernization Act. On November 12, 1999, the Gramm-Ledlhey Financia
Services Modernization Act of 1999 (“GLBA%as signed into law. The purpose of this legistaticas to modernize the financial serv
industry by establishing a comprehensive framewonsermit affiliations among commercial banks, irmgce companies, securities firms
other financial service providers. Generally, thet:A

@) repealed the historical restrictions and eliminateeny federal and state law barriers to affiliasicamong banks, securit
firms, insurance companies and other financialiserproviders

(b) provided a uniform framework for the functiomagulation of the activities of banks, savinggitn§ons and their holding
companies
(c) broadened the activities that may be condulsyexational banks, banking subsidiaries of banklimgl companies and their

financial subsidiaries

(d) provided an enhanced framework for protecting ttieapy of consumer information; at
(e) addressed a variety of other legal and regulassues affecting day-to-day operations and l@mg: activities of financial
institutions.

The GLBA also imposes certain obligations on finahmstitutions to develop privacy policies, réstrthe sharing of nonpub
customer data with nonaffiliated parties at thetmuer's request, and establish procedures and practige®tect and secure customer ¢
These privacy provisions were implemented by regpria that were effective on November 12, 2000. @liance with the privacy provisio
was required by July 1, 2001.

USA Patriot Act of 2001 . In October 2001, the USA Patriot Act of 2001 veswacted in response to the terrorist attacks in
York, Pennsylvania and Washington, D.C. which ocmtiron September 11, 2001. The Patriot Act is bento strengthen U.S. |i
enforcement’s and the intelligence communitedslities to work cohesively to combat terrorismamariety of fronts. The potential impac
the Patriot Act on financial institutions of allnkls is significant and wide ranging. The Patriot Agntains sweeping antitoney launderin
and financial transparency laws and imposes vamegslations, including standards for verifyinged identification at account opening, .
rules to promote cooperation among financial ingtins, regulators and law enforcement entitidglémtifying parties that may be involvec
terrorism or money laundering.

Among other requirements, Titledflthe USA Patriot Act imposes the following reguments:

« Allfinancial institutions must establish amieney laundering programs that include (i) intepalicies, procedures and contr
(i) specific designation of an anti-money laundgrcompliance officer, (iii) ongoing employee tiiaigp programs and (iv) an
independent audit function to test the -money laundering prograr
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* Financial institutions that establish, maintaidminister, or manage private banking account®mespondent accounts in the
United States for non-United States persons or tepresentatives must establish appropriate, Bpemind, where necessary,
enhanced due diligence policies, procedures, anttale designed to detect and report money laungde

* Financial institutions are prohibited from estshing, maintaining, administering or managing espondent accounts for
foreign shell banks that do not have a physicatgmee in any country, and will be subject to cartacord keeping obligations
with respect to correspondent accounts of foremmkb.

e Bank regulators are directed to consider a hgldompany’s effectiveness in combating money latingevhen ruling on
Federal Reserve Act and Bank Merger Act applicati

Our policies and procedures haaenbupdated to reflect the requirements of the BS#iot Act.

Sarbanes-Oxley Act of 2002. On July 30, 2002, President Bush signed into law the Sarbabeley Act of 2002, or the SOA. T
SOA is the most far-reaching U.S. securities lagish enacted in many years, and includes manytauidge and disclosurbase:
requirements. The stated goals of the SOA are ¢ee@se corporate responsibility, to provide forarded penalties for accounting .
auditing improprieties at publicly traded comparéesl to protect investors by improving the accuracg reliability of corporate disclosu
pursuant to the securities laws. The SOA geneggllylies to all companies, both U.S. and hbB-, that file or are required to file perio
reports with the Securities and Exchange Commissgiater the Securities Exchange Act of 1934 (thectaxnge Act”).Given the extensiy
and continuing SEC role in implementing rules iaato many of the SOA new requirements, the effects of these requireswemain to b
determined, although it is likely that the Compangosts will increase as a result of SOA implent@na

General. Bank holding companies, such as First Midwest, saibject to comprehensive regulation by the FR&euthe BHC/
and the regulations of the FRB. As a bank holdioggany, First Midwest is required to file reportithathe FRB and such additiol
information as the FRB may require, and is subj@cegular inspections by the FRB. The FRB alsoehdsnsive enforcement authority o
bank holding companies, including, among otherghjrihe ability to assess civil money penaltiesssoe cease and desist or removal o
and to require that a holding company divest suésés (including its bank subsidiaries). In gehesaforcement actions may be initiated
violations of law and regulations and unsafe ooumsl practices.

Under FRB policy, a bank holding company must se&ve source of strength for its subsidiary babkealer this policy the FR
may require a holding company to contribute addéiacapital to an undercapitalized subsidiary bank.

Under the BHCA, a bank holding company must obfiRB approval before: (i) acquiring, directly or irettly, ownership ¢
control of any voting shares of another bank okidawlding company if, after such acquisition, itwie own or control more than 5% of s
shares (unless it already owns or controls the mtyjof such shares); (ii) acquiring all or subgtalty all of the assets of another bank or t
holding company; or (iii) merging or consolidatinith another bank holding company.

The BHCA prohibits a bank holding company, withtaer exceptions, from acquiring direct or indir@stnership or control
more than 5% of the voting shares of any companigiwis not a bank or bank holding company, or frengaging directly or indirectly
activities other than those of banking, managingamtrolling banks, or providing services for itgsidiaries. The principal exceptions to
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these prohibitions involve certain nank activities which, by statute or by FRB regolator order, have been identified as activitiexsely
related to the business of banking or managingpatrolling banks. The list of activities permittegt the FRB includes, among other thir
operating a savings institution (such as First Fa)lemortgage company, finance company, creditl campany or factoring compai
performing certain data processing operations;ighog certain investment and financial advice; umdéing and acting as an insurance a
for certain types of credit-related insurance; ilegproperty on a full-payout, nosperating basis; real estate and personal proppgsaising
and, subject to certain limitations, providing sdttes brokerage services for customers. The sodgermissible activities may be expan
from time to time by the FRB. Such activities mégoabe affected by federal legislation.

First Midwest currently has fouhelly-owned subsidiaries, First Federal, a fedgraliartered thrift institution, Security, an lowa-
chartered commercial bank, First Midwest Finan€iapital Trust |, a statutory business trust orgaghiander the Delaware Business Trust
and First Services Trust Company, a South Dakotpocation that provides trust services. First Fabler subject to extensive regulati
supervision and examination by the OTS, as itstehiag authority and primary federal regulator, dydthe Federal Deposit Insural
Corporation (the “FDIC")which insures its deposits up to applicable limitsst Federal is a member of the FHLB System anslibject t
certain limited regulation by the FRB. Such regolatand supervision governs the activities in whachinstitution can engage and the ma
in which such activities are conducted, and isridezl primarily for the protection of the insurarioed and depositors. Security is subjec
extensive regulation, supervision and examinatigrine lowa Superintendent of Banking (the “ISBihd the FRB, which are its state
primary federal regulators, respectively. It isoassibject to regulation by the FDIC, which insuitesdeposits up to applicable limits. As w
First Federal, such regulation and supervision gm/éhe activities in which Security can engage #wedmanner in which such activities
conducted and is intended primarily for the pratecof the insurance fund and depositors.

First Midwest is regulated as a bank holding comydanthe FRB. Bank holding companies are subjecbtoprehensive regulati
and supervision by the FRB under the Bank Holdimgn@any Act of 1956, as amended (the “BHCAHd the regulations of the FRB. A
bank holding company, First Midwest must file reaparith the FRB and such additional informatiorttees FRB may require, and is subjec
regular inspections by the FRB. First Midwest ibjsat to the activity limitations imposed under BidCA and in general may engage in ¢
those activities that the FRB has determined tolbgely related to banking.

Regulatory authorities have been granted exterdis@etion in connection with their supervisory ardorcement activities whi
are intended to strengthen the financial conditbrthe banking industry, including the impositioh restrictions on the operation of
institution, the classification of assets by thstitution and the adequacy of an institut®allowance for loan losses. Any change in thera
of such regulation and oversight, whether by the&sOffie FDIC, the FRB or legislatively by Congressyld have a material impact on F
Midwest, First Federal or Security and their resipecoperations.

Certain of these regulatory reguients and restrictions are discussed below owkkse in this document.

Federal Regulation of Financial Ingtitutions. The OTS has extensive supervisory and regulatotiyosity over the operations
savings associations. As part of this authoritystFFederal is required to file periodic reportdhamhe OTS and is subject to peric
examination by the OTS and the FDIC. The last mg@TS examination of First Federal was as of R#1e2004. Security is subject
similar regulation and oversight by the ISB andFfRB and was last examined as of June 30, 2004.
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Each federal and state banking regulator also ki@hsive enforcement authority over its regulatestifutions. This enforceme
authority includes, among other things, the powecdmpel higher reserves, the ability to asses$ migney penalties, to issue cease-and-
desist or removal orders and to initiate injunctaions. In general, these enforcement actions Ineainitiated for violations of laws a
regulations and unsafe or unsound practices. Qittgrns or inactions may provide the basis for m#ment action, including misleading
untimely reports. Except under certain circumstanpeblic disclosure of final enforcement actiogstiie regulator is required. The fed:
banking agencies have adopted guidelines estaidiskafety and soundness standards on such matetdsaa underwriting ar
documentation, asset quality, earnings standantisrnial controls and audit systems, interest riate @xposure and compensation and ¢
employee benefits. Any institution which fails toneply with these standards must submit a compliptere.

In addition, the investment, lending and branchanthority of First Federal is prescribed by feddamls and it is prohibited fro
engaging in any activities not permitted by suakslaSecurity is subject to such restrictions urgtate law as administered by the |
Federal savings associations are generally autitbtia branch nationwide, whereas lowa chartereddyasuch as Security, are limitec
establishing branches in the counties contiguows tmrnering upon the county where their homeceffs located.

Both First Federal’'s and Secustgeneral permissible lending limit to one borrowgeequal to the greater of $500,000 or 15¢
unimpaired capital and surplus (except for loarly secured by certain readily marketable colldterawhich case this limit is increasec
25% of unimpaired capital and surplus). Securitysubject to similar restrictions. At September 3004, First Federal’'s and Securiy’
lending limit under these restrictions was $8.0lionl and $969,000, respectively. First Federal Sedurity are in compliance with th
lending limits.

Insurance of Accounts and Regulation by the FDIC. First Federal is a member of the Savings Assaxiatinsurance Fund (t
“SAIF") and Security is a member of the Bank Insum@ Fund (the “BIF")gach of which is administered by the FDIC. Depaoaitsinsure
up to applicable limits by the FDIC and such insgris backed by the full faith and credit of theitedd States Government. As insurer,
FDIC imposes deposit insurance premiums and isoaigthd to conduct examinations of and to requiporéng by FDICinsured institution:
It also may prohibit any FDI@sured institution from engaging in any activibetFDIC determines by regulation or order to poseriu:
risk to the SAIF or the BIF. The FDIC also has #éuhority to initiate enforcement actions againmst BDIC insured institution after giving
primary federal regulator the opportunity to takels action, and may terminate the deposit insuréniceletermines that the institution |
engaged in unsafe or unsound practices or is imaafe or unsound condition.

The FDIC's deposit insurance prams are assessed through a bisked system under which all insured depositorjtutions ar
placed into one of nine categories and assessathimse premiums based upon their level of capitdl supervisory evaluation. The cun
assessment rates range from zero to .27% per #1@8sessable deposits. Risk classification ofreliied institutions will be made by
FDIC for each semi-annual assessment period. utistits that are wellapitalized and have a high supervisory ratingsaigect to the lowe
assessment rate. At September 30, 2004, both Feddral and Security met the capital requiremehss ‘ovell capitalized”institution ant
were not subject to any assessment. See Note Ni8te$ to Consolidated Financial Statements in theual Report.

Since January 1, 1997, the premium schedule foraBdf- SAIF insured institutions has ranged from @#dasis points. Howev
SAIF- and BlFinsured institutions are required to pay a Finagd@orporation assessment in order to fund thedstesn bonds issued
resolve thrift failures in the 1980s equal to apjrately 1.5 basis points for each $100 in domefijoosits annually. These assessments,
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which may be revised based upon the level of BIFSAIF deposits, will continue until the bonds nratu

Under the Federal Deposit Insueafict (“FDIA”), the FDIC may terminate deposit insurance upondirfgnthat the institution h
engaged in unsafe or unsound practices, is in @&afernor unsound condition to continue operationhas violated any applicable le
regulation, rule, order or condition imposed by E2IC or the OTS. Management of the Banks doesknotv of any practice, condition
violation that might lead to termination of depdaiurance.

Regulatory Capital Requirements. Federally insured financial institutions, such Fisst Federal and Security, are require
maintain a minimum level of regulatory capital. $hecapital requirements mandate that an institutiamtain at least the following rati
(1) a core (or Tier 1) capital to adjusted totaleds ratio of 4% (which can be reduced to 3% fghlyirated institutions); (2) a Tier 1 capita
risk-weighted assets ratio of 4% and (3) a riskebasapital to riskweighted assets ratio of 8%. Capital requirememtsxcess of the
standards may be imposed on individual institutions case-bgase basis. As of September 30, 2004, both Banks wecompliance wit
all capital standards applicable to them and wezsighated a “well-capitalizedunder federal guidelines. See Note 13 of Note
Consolidated Financial Statements in the AnnualdRep

Prompt Corrective Action. Federal banking regulators are authorized andemndrtain circumstances required, to take ce
actions against banks that fail to meet their ehpquirements. Effective December 19, 1992, #defal banking agencies were gi
additional enforcement authority over undercaptadi depository institutions. They are generallyunexyl to take action to restrict !
activities of an “undercapitalizediank (generally defined to be one with less théimeeia four percent core capital ratio, a four petcTier :
risked-based capital ratio or an eight percentba&ed capital ratio). Any such bank must submaégital restoration plan and until such
is approved may not increase its assets, acquathaninstitution, establish a branch or engagany new activities, and generally may
make capital distributions. The banking regulatnes authorized to impose the additional restrigjatiscussed below, that are applicab
significantly undercapitalized institutions.

Any institution that fails to comgpwith its capital plan or is “significantly undeapitalized” (i.e ., Tier 1 riskbased or core capi
ratios of less than three percent or a bsked capital ratio of less than six percent) mhashade subject to one or more of additional sjeel
actions and operating restrictions mandated by E®IThese actions and restrictions include reqgirthe issuance of additional vot
securities; limitations on asset growth; mandatsskereduction; changes in senior management; tdives merger or acquisition of t
association; restrictions on executive compensatod any other action the OTS deems appropriateinstitution that becomesfitically
undercapitalized” {.e ., a tangible capital ratio of two percent or lessjubject to further mandatory restrictions @naittivities in addition 1
those applicable to significantly undercapitalizegsociations. In addition, the appropriate bankiegulator must appoint a receiver
conservator with the concurrence of the FDIC) forimstitution, with certain limited exceptions, tiih 90 days after it becomes critic:
undercapitalized. Any undercapitalized institutisralso subject to other possible enforcement astimcluding the appointment of a rece
or conservator. The appropriate regulator is aksoegally authorized to reclassify an institutiomoim lower capital category and imp
restrictions applicable to such category if theiingon is engaged in unsafe or unsound practicés in an unsafe or unsound condition.

Though not expected, the imposition of any of thesasures on the Banks may have a substantialssedeéfect on them and
the Company’s operations and profitability. Firdidwest shareholders do not have preemptive rigatsl therefore, if First Midwest
directed by the OTS, the FRB or the FDIC to issigiteonal shares of Common Stock, such issuanceremylt in the dilution in sharehold
percentage of ownership of First Midwest.
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Limitations on Dividends and Other Capital Distributions. The OTS imposes various restrictions on saving®a@ations witl
respect to their ability to make distributions apital, which include dividends, stock redemptionsepurchases, casiut mergers and otr
transactions charged to the capital account. Th& @S0 prohibits a savings association from dewjaar paying any dividends or fr
repurchasing any of its stock if, as a result ahsaction, the regulatory capital of the associatimuld be reduced below the amount reqt
to be maintained for the liquidation account esshigld in connection with the association’s mutoatock conversion.

Savings institutions such as First Federal may naagapital distribution without the approval of tB&S, provided they notify tl
OTS 30days before they declare the capital distributind they meet the following requirements: (i) haveegulatory rating in one of t
two top examination categories, (ii) are not of swsory concern, and will remain adequately- otlxeapitalized, as defined in the O
prompt corrective action regulations, following theposed distribution, and (iii) the distributidees not exceed their net income for
calendar year-tolate plus retained net income for the previousdalendar years (less any dividends previously p#i@) savings institutic
does not meet the above stated requirements, itobtein the prior approval of the OTS before dectpany proposed distributions.

Security may pay dividends, in cash or propertyy out of its undivided profits. In addition, FRBgulations prohibit the payme
of dividends by a state member bank if losses la\any time been sustained by such bank that egquatceed its undivided profits then
hand, unless (i) the prior approval of the FRB Ihasn obtained and (ii) at least twords of the shares of each class of stock oudgtgrhavi
approved the dividend payment. FRB regulations ptsdibit the payment of any dividend by a statemiber bank without the prior appro
of the FRB if the total of all dividends declaregithe bank in any calendar year exceeds the tbitd aet profits for that year combined w
its retained net profits of the previous two calngears (minus any required transfers to a surpfu® a fund for the retirement of ¢
preferred stock).

Qualified Thrift Lender Test. All savings associations, including First Fedeaag required to meet a qualified thrift lender TIQ)
test to avoid certain restrictions on their operadi This test requires a savings association ve laa least 65% of its portfolio assets
defined by regulation) in qualified thrift investnts on a monthly average for nine out of every Iéhtns on a rolling basis or meet
requirements for a domestic building and loan dasioo under the Internal Revenue Code. Under eithst, the required assets prime
consist of residential housing related loans ardstments. At September 30, 2004, First Federakimegiest and has always met the test
its effectiveness.

Any savings association that fails to meet the @84t must convert to a national bank charter, grta®qualifies as a QTL with
one year and thereafter remains a QTL, or limgsniw investments and activities to those permesddr both a savings association at
national bank. In addition, the association is sobjto national bank limits for payment of dividendnd branching authority. If st
association has not requalified or converted tatinal bank within three years after the failutenust divest of all investments and ceas
activities not permissible for a national bank.

Community Reinvestment Act. Under the Community Reinvestment Act (“CRABvery FDIC insured institution has a contint
and affirmative obligation consistent with safe @ednd banking practices to help meet the creditisef its entire community, including |
and moderate income neighborhoods. The CRA doesstablish specific lending requirements or progrémn financial institutions nor do
it limit an institution’s discretion to develop the types of products ardtices that it believes are best suited to itdigdar community
consistent with the CRA. The CRA requires the OTE #he FRB, in connection with the examination dafst-Federal and Securi
respectively, to assess the
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institution’s record of meeting the credit needs of its comiyuamd to take such record into account in its @at@bn of certain applicatior
such as a merger or the establishment of a bréanycthe institution. An unsatisfactory rating mayused as the basis for the denial of suc
application. First Federal was examined for CRA pbamce in July 2004 and Security was examinecuime2003 and both received a ra
of “satisfactory.”

Inter state Banking and Branching. The FRB may approve an application of an adequatghtalized and adequately managed |
holding company to acquire control of, or acquileoa substantially all of the assets of, a bankaked in a state other than such hol
companys home state, without regard to whether the trdimsacs prohibited by the laws of any state. In g@h, the FRB may not apprc
the acquisition of a bank that has not been intemce for the minimum time period (not exceeding fyears) specified by the statutory la
the host state or if the applicant (and its depogiinstitution affiliates) controls or would cootrmore than 10% of the insured deposits ir
United States or 30% or more of the deposits intdinget banks home state or in any state in which the targek Imaaintains a branch. loy
has adopted a five year minimum existence requinéme

The federal banking agencies are also generallyoaized to approve interstate merger transactidtfsowt regard to whether sL
transaction is prohibited by the law of any sthtéerstate acquisitions of branches or the estakst of a new branch is permitted only if
law of the state in which the branch is locatedmptsr such acquisitions. Interstate mergers anddbratquisitions are also subject to
nationwide and statewide insured deposit conceotramounts described above. lowa permits interdieanching only by merger.

Holding Company Dividends. The FRB has issued a policy statement on the patyafeash dividends by bank holding compai
which expresses the FRBView that a bank holding company should pay ctgldends only to the extent that its net incomethe past ye:
is sufficient to cover both the cash dividends andte of earning retention that is consistent wWith holding compang’ capital needs, as
quality and overall financial condition. The FRBalindicated that it would be inappropriate forenpany experiencing serious finan
problems to borrow funds to pay dividends. Furth@en under the prompt corrective action regulatiadepted by the FRB, the FRB n
prohibit a bank holding company from paying anyidiénds if the holding company’s bank subsidiargléssified as “undercapitalized.”

Bank holding companies are required to give the FRBr written notice of any purchase or redempiidrits outstanding equi
securities if the gross consideration for the pasehor redemption, when combined with the net denation paid for all such purchase:
redemptions during the preceding 12 months, is letjud0% or more of their consolidated net wortlihneTFRB may disapprove suc
purchase or redemption if it determines that theppsal would constitute an unsafe or unsound mect would violate any law, regulati
FRB order, or any condition imposed by, or writegreement with, the FRB. This notification requiesthdoes not apply to any comp.
that meets the well-capitalized standard for conutmaébanks, has a safety and soundness examimnatiog of at least a “2and is not subje
to any unresolved supervisory issues.

Holding Company Capital Requirements. The FRB has established capital requirementsdak tholding companies that gener
parallel the capital requirements for federal thirtitutions and commercial banks such as Fiestefal and Security. First Midwest is
compliance with these requirements.

Transactions with Affiliates. The Banks must comply with Sections 23A and 23EhefFederal Reserve Act relative to transac
with affiliates. Generally, transactions betweerirestitution or its subsidiaries and its affiliatee required to be on terms as favorable t
bank as transactions with non-
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affiliates. In addition, certain of these trangmus$, such as loans to an affiliate, are restridteé percentage of the institutionsapital
Affiliates of the Banks include the Corporation aady company that is under common control with Banks. In addition, a savin
institution may not lend to any affiliate engagadctivities not permissible for a savings and Iballing company or acquire the securitie
most affiliates. The OTS has the discretion tottsedsidiaries of savings institutions as affilsate a case-by-case basis.

On April 1, 2003, the Federal Res&s Regulation W, which comprehensively amends sest®3A and 23B of the Fede
Reserve Act, became effective. The Federal Res&cv@nd Regulation W are applicable to the Bankse Regulation unifies and upde
staff interpretations issued over the years, ino@es several new interpretative proposals (ssctoeclarify when transactions with
unrelated third party will be attributed to an kdiie) and addresses new issues arising as a m@sthe expanded scope of nbanking
activities engaged in by banks and bank holdingpames in recent years and authorized for finarwdding companies under the Finan
Services Modernization Act of 1999.

Certain transactions with directors, officers ontrolling persons are also subject to conflictrdérest regulations. These conflic
interest regulations and other statutes also impesictions on loans to such persons and th&ite@ interests. Among other things, <
loans must be made on terms substantially the sanfier loans to unaffiliated individuals.

Federal Home Loan Bank System. First Federal and Security are both members oftieB of Des Moines, which is one of
regional FHLBs, that administers the home finandregit function of savings associations. Each FiéeBses as a reserve or central ban
its members within its assigned region. It makesmfoto members (i.e., advances) in accordancepasitbies and procedures establishei
the board of directors of the FHLB. These poli@es procedures are subject to the regulation ardsight of the Federal Housing Fina
Board. All advances from the FHLB are required ¢oflily secured by sufficient collateral as deterad by the FHLB. In addition, all long-
term advances must be used for residential hora@ading.

As members of the FHLB System, First Federal ancuffty are required to purchase and maintain siacthe FHLB of De
Moines. At September 30, 2004, the Banks had iragfiggegate $11.1 million in FHLB stock, which wasompliance with this requireme
For the fiscal year ended September 30, 2004, elidd paid by the FHLB of Des Moines to First Feldana Security totaled $222,000. O
the past five calendar years such dividends hageged 4.8% and were 1.9% for the first three gusdf the calendar year 2004.

Under federal law the FHLBs are required to provigieds for the resolution of troubled savings agg@ams and to contribute
low- and moderately priced housing programs throughctioans or interest subsidies on advances targetecbommunity investment a
low- and moderat@come housing projects. These contributions h#fested adversely the level of FHLB dividends paidi could contint
to do so in the future. These contributions coldd &ave an adverse effect on the value of FHLBksio the future. A reduction in value
the Banks’ FHLB stock may result in a correspondiaduction in the Banksapital. Recent legislative changes have requined=HLB tc
change the characteristics and amount of FHLB shed& by its members. It is also anticipated thase changes will restrict the ability
FHLB members to redeem their shares of FHLB sttcladdition, the federal agency that regulatesRH&Bs has required each FHLB
register its stock with the SEC, which will increabe costs of each FHLB and may have other effbatsare not possible to predict at
time.

Federal Securities Law. The common stock of First Midwest is registerechwitie Securities and Exchange Commission (“QEC”
under the Securities Exchange Act of 1934, as aete(ttie “Exchange
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Act”). First Midwest is subject to the information, prosglicitation, insider trading restrictions and athequirements under the Excha
Act.

First Midwest’ stock held by persons who are affiliates (geherdficers, directors and principal stockholdea$)the Compan
may not be resold without registration unless soldccordance with certain resale restriction&ilét Midwest meets specified current pu
information requirements, each affiliate of the Qamy, subject to certain requirements, will be ableell, in the public market, withc
registration, a limited number of shares in angémonth period.

Federal and State Taxation

Federal Taxation. First Midwest and its subsidiaries file consolethfederal income tax returns on a fiscal yearisbasing th
accrual method of accounting. In addition to thgutar income tax, corporations, including savingaks such as First Federal, generally
subject to a minimum tax. An alternative minimur ta imposed at a minimum tax rate of 20% on al@we minimum taxable incon
which is the sum of a corporatianitegular taxable income (with certain adjustmeats) tax preference items, less any available etiem
The alternative minimum tax is imposed to the exteexceeds the corporatiantegular income tax and net operating losses tfaatonc
more than 90% of alternative minimum taxable income

To the extent earnings appropddtea savings bank’bad debt reserves and deducted for federal in¢campurposes exceed
allowable amount of such reserves computed una@eexperience method and to the extent of the Isasigplemental reserves for losse
loans (“Excess”)such Excess may not, without adverse tax consegsaghe utilized for the payment of cash dividendstber distribution
to a shareholder (including distributions on redgarp dissolution or liquidation) or for any otheurpose (except to absorb bad debt los
As of September 30, 2004, First Federal's Excestafopurposes totaled approximately $6.7 million.

First Midwest and its consolidated subsidiariesehaot been audited by the IRS within the past tears. In the opinion
management, any examination of still open retuinslyding returns of subsidiaries and predecessfyrr entities merged into, Fi
Midwest) would not result in a deficiency which é@bihave a material adverse effect on the financtaddition of First Midwest and |
subsidiaries.

lowa Taxation. First Federal and Security file lowa franchise taturns. First Midwest and First Fedesalowa subsidiary file
consolidated lowa corporation tax return on a figear-end basis.

lowa imposes a franchise tax on the taxable incofrrautual and stock savings banks and commercisk$arhe tax rate is 5
which may effectively be increased, in individuakes, by application of a minimum tax provisionxdtzle income under the franchise ta
generally similar to taxable income under the fatleorporate income tax, except that, under thealranchise tax, no deduction is allo
for lowa franchise tax payments and taxable incomkides interest on state and municipal obligatidnterest on U.S. obligations is tax:
under the lowa franchise tax and under the fedmngdorate income tax. The taxable income for loradhise tax purposes is apportione
lowa through the use of a one-factor formula cdmgjsof gross receipts only.

Taxable income under the lowa corporate incomasa@enerally similar to taxable income under thaefal corporate income ti
except that, under the lowa tax, no deduction liswedd for lowa income tax payments; interest fromates and municipal obligations
included in income; interest from U.S. obligatioagxcluded from income; and 50% of federal corf@macome tax payments are
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deductible from income. The lowa corporate incomerates range from 6% to 12% and may be effegtivelreased, in individual cases,
application of a minimum tax provision.

South Dakota Taxation. First Federal and First Services Trust Compamyditonsolidated South Dakota franchise tax retugntc
their operations in Sioux Falls and Brookings. Huth Dakota franchise tax is imposed on depositatjtutions and trust companies. F
Midwest, Security and First Federal’s subsidiagestherefore not subject to the South Dakota frizectax.

South Dakota imposes a franchise tax on the taxabteme of depository institutions and trust comiparat the rate of 6%. Taxa
income under the franchise tax is generally sintilataxable income under the federal corporatenredax, except that, under the Sc
Dakota franchise tax, no deduction is allowed tatesincome and franchise taxes, income from mpaiabbligations exempt from fede
taxes are included in the franchise taxable incaand, there is a deduction allowed for federal inedaxes accrued for the fiscal year.
taxable income for South Dakota franchise tax psepds apportioned to South Dakota through theotisethreefactor formula consisting
tangible real and personal property, payroll arasgireceipts.

Delaware Taxation. As a Delaware holding company, First Midwest xerapted from Delaware corporate income tax b
required to file an annual report with and pay anual fee to the State of Delaware. First Midwssilso subject to an annual franchise
imposed by the State of Delaware.

Competition

The Company faces strong competition, both in negng real estate and other loans and in attrgqateposits. Competition
originating real estate loans comes primarily frrommercial banks, savings banks, credit unionsiramce companies, and mortgage bar
making loans secured by real estate located ilCdrapanys market area. Commercial banks and credit uniomge vigorous competitic
in consumer lending. The Company competes for @stdte and other loans principally on the basihefquality of services it provides
borrowers, interest rates and loan fees it chaayebthe types of loans it originates.

The Company attracts all of its deposits throughrétail banking offices, primarily from the comnitigs in which those ret:
banking offices are located; therefore, competifamthose deposits is principally from other comeie banks, savings banks, credit uni
and brokerage offices located in the same comnasnifihe Company competes for these deposits byirgffa variety of deposit account:
competitive rates, convenient business hours, andenient branch locations with interbranch depasit withdrawal privileges at each.

The Company serves Adair, Buena Vista, Dallas, @aitiPocahontas, Polk and Sac counties in lowaBandkings, Lincoln an
Minnehaha counties in South Dakota. There are twidmee commercial banks, one savings bank, other st Federal, and two cre
union which compete for deposits and loans in Fresierals primary market area in northwest lowa and tenmensial banks, one savir
bank, other than First Federal, and two credit n®iovhich compete for deposits and loans in FirsieFed’s market area in Brookings, So
Dakota. In addition, there are twelve commerciatksain Securitys primary market area in west central lowa. Fimstléfal competes f
deposits and loans with numerous financial insting located throughout the metropolitan markeasua Des Moines, lowa and Sioux F:
South Dakota.
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Employees

At September 30, 2004, the Compang its subsidiaries had a total of 196 employaeduding 19 partime employees. Tl
Company’s employees are not represented by angatioi bargaining group. Management considersiiigl@yee relations to be good.

Executive Officers of the Company Who Are Not Diretors

The following information as to the business exgece during the past five years is supplied witpeet to the executive office
of the Company who do not serve on the CompaBgard of Directors. There are no arrangementmderstandings between such per
named and any persons pursuant to which such fficere selected.

On December 5, 2003, Mr. Ronald J. Walters wadhimeassume the position of Chief Financial Offitethe place of Mr. Dona
J. Winchell, who left the company effective Janugr2004 to pursue other interests. Mr. Walters, &g joined First Midwest as Senior Vv
President. Prior to joining the Company, Mr. Wadtserved as Vice President, Treasurer and ChiainEial Officer of Kankakee Banco
Inc. of Kankakee, lllinois, (how known as Centruadncial Corporation), having worked for the compaimce 1984. Mr. Walters receive
Bachelor of Science degree from the Universityllofdis, Chicago, Illinois. Mr. Walters is a ceréfl public accountant.

Item 2. Properties

The Company conducts its business at its maineo#itd branch office in Storm Lake, lowa, and fitteeo locations in its prima
market area in Northwest lowa. The Company alseaips one office in Brookings, South Dakota, thiotlge Company Brookings divisio
of the Bank; four offices in Des Moines, lowa, thgh the Companyg’ Central lowa division of the Bank; two offices Sioux Falls, Soul
Dakota, through the Company’s Sioux Empire divisidrihe Bank; and three offices in West Central dawrough the Comparg/’'Securit
State Bank subsidiary.

The Company owns all of its offices, except for thranch offices located at Storm Lake Plaza, Stbake, lowa, West D¢
Moines, lowa and West 12th Street in Sioux Falt®tB Dakota, as to which the land is leased. Thed t@et book value of the Company’
premises and equipment (including land, building &asehold improvements and furniture, fixtured aquipment) at September 30, 2
was $11.7 million. See Note 6 of Notes to Constdidd-inancial Statements in the Annual Report.

The Company believes that its current facilities adequate to meet the present and foreseeable né#ue Company and t
Banks, but the Company will continue to add addaiobranches in the future. The Company plans th adifth Des Moines, lowa ar
branch and a third Sioux Falls, South Dakota bran&@005.

The Bank maintains an lore data base with a service bureau, whose prirbaginess is providing such services to finai
institutions. The net book value of the data preires and computer equipment utilized by the Companhyseptember 30, 2004 v
approximately $705,000.

Item 3. Legal Proceeding:

On June 11, 2004, the Sioux Falls School Distiietifsuit in the Second Judicial Circuit Courtegling that First Federal Savir
Bank of the Midwest, a whollpwned subsidiary of the Company, improperly allovfedds, which belonged to the school district, &
deposited into, and subsequently withdrawn fromgmorate account established by an employee afdheol district. The school
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district is seeking in excess of $600,000. Firstidfal has submitted the claim to its insurancei@arand is working with counsel
vigorously contest the suit. There are no otheenitpending legal proceedings to which the Comgparits subsidiaries is a party other t
ordinary routine litigation incidental to their pective businesses.

Item 4. Submission of Matters to a Vote of Security Holde

No matter was submitted to a \afteecurity holders, through the solicitation obxies or otherwise, during the quarter ended
September 30, 2004.

PART Il
ltem 5. Market for Registran’s Common Equity, Related Shareholder Matters andusr Purchases of Securitie
Page 44 of the attached 2004 AhReport to Shareholders is herein incorporatedeigrence.

The following table provides infioation about purchases by the Company during taet@uended September 30, 2004 of equity
securities that are registered by the Company putso Section 12 of the Exchange Act.

(c) (d)

Total Number of Maximum Number (or
Shares (or Units) Appropriate Dollar
(a) (b) Purchased as Part Value) of Shares (or
Total Number of Average Price of Publicity Units) that May Yet Be
Shares (or Units) Paid per Share Announced Plans Purchased Under the
Period Purchased (or Unit) or Programs Plans or Programs(1)

July 1, 2004 through

July 31, 200« 6,172 $ 22.99 6,172 —
August 1, 2004 through

August 31, 200: — — — —
September 1, 2004 through

September 30, 20( — — — —

Total 6,172 $ 22.99 6,172 —
(1) The active repurchase program expired on Ju\2804.
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Item 6. Selected Financial Dat:

Page 10 of the attached 2004 AhRegort to Shareholders is herein incorporatedeigrence.
Item 7. Managemen's Discussion and Analysis of Financial Condition drResults of Operation

Pages 11 through 20 of the attd@@94 Annual Report to Shareholders are herewrjozated by reference.
ltem 7A. Quantitative and Qualitative Disclosure About Mark®&isk

Pages 16 through 18 of the attd@®94 Annual Report to Shareholders are herewrjpozated by reference.
Item 8. Consolidated Financial Statements and SupplementBgta

Pages 21 through 41 of the attd@@94 Annual Report to Shareholders are herewrjozated by reference.
Item 9. Changes In and Disagreements With Accountants orcéenting and Financial Disclosure

Not applicable.
Item 9A. Controls and Procedures

Any control system, no matter how well designed apérated, can provide only reasonable (not absphgsurance that
objectives will be met. Furthermore, no evaluatidrcontrols can provide absolute assurance thatoaffrol issues and instances of frau
any, have been detected.

Disclosure Controls and Procedures

The Corporation’s management, \thin participation of the CorporatienChief Executive Officer and Chief Financial Officha
evaluated the effectiveness of its disclosure atmtand procedures (as such term is defined in R1Ba-15(e) and 1585(e) under tr
Securities Exchange Act of 1934 (Exchange Act))ohghe end of the period covered by this reportsé@aon such evaluation,
Corporation’s Chief Executive Officer and Chief &intial Officer have concluded that, as of the ehdguzh period, the Corporatian’
disclosure controls and procedures are effectivedording, processing, summarizing and reportmga timely basis, information requirec
be disclosed by the Corporation in the reportsittfdes or submits under the Exchange Act.

Internal Control Over Financial Reporting

There have not been any chang#ilCorporation’s internal control over finanai@porting (as such term is defined in Rules 13a:
15(f) and 15dt5(f) under the Exchange Act) during the fiscalryi@awhich this report relates that have materiaffigcted, or are reasona
likely to materially affect, the Corporation’s imtel control over financial reporting.

Section 404 of the Sarbafedey Act of 2002 requires that companies eval@ate annually report on their systems of inte
control over financial reporting. In addition, ngdar our independent
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accountants must report on managenseat/aluation. We are in the process of evaluatiogumenting and testing our system of inte
control over financial reporting to provide the isaf®r our report that will, for the first time, tserequired part of our annual report on F
10K for the fiscal year ending September 30, 2005e Du the ongoing evaluation and testing of ourrimdé controls, there can be
assurance that if any control deficiencies aretifled they will be corrected before the end of #@05 fiscal year, or that there may no
significant deficiencies or material weaknesses$ wauld be required to be reported. In addition, expect the evaluation process and
required remediation, if applicable, to increase accounting, legal and other costs and divert memeent resources from core busit
operations.

Item 9B. Other Information
None.
PART IlI
Item 10. Directors and Executive Officers of the Registrs
Directors

Information concerning directors the Company is incorporated herein by referemoenfthe Companyg definitive Prox
Statement for the Annual Meeting of Shareholdetsetdeld in January 2005 filed on December 15, 2004

The Company has adopted a Codetlnt&that applies to its principal executive afficand principal financial officers of t
Company. A copy of the Code of Ethics, includedaasexhibit to this Form 18-and filed with the Securities and Exchange Corsiors
may also be found on the Company’s website at wmfichsh.com.

Executive Officers

Information concerning the exeeaitofficers of the Company is incorporated hergjrrdéference from the Compaisytefinitive
Proxy Statement for the Annual Meeting of Shareiddo be held in January 2005, filed on Decembef@04 and from the information
forth under the caption “Executive Officers of tiempany Who Are Not Directors” contained in Paof this Form 10-K.

Compliance with Section 16(a)

Section 16(a) of the Exchange riquires the Company'directors and executive officers, and persons evino more than 10%
a registered class of the Compangyuity securities, to file with the SEC repoift®wnership and reports of changes in ownershigaimor
stock and other equity securities of the Comparf§ic€s, directors and greater than 10% sharehsldege required by SEC regulatior
furnish the Company with copies of all Section }8¢ams they file.

To the Comparsy’knowledge, based solely on a review of the copfesuch reports furnished to the Company and en
representations that no other reports were requdtethg the fiscal year ended September 30, 200&extion 16(a) filing requiremer
applicable to its officers, directors and grealemt 10 percent beneficial owners were complied.with
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Audit Committee Financial Expert

Information regarding the auditnouittee of the Compang’ Board of Directors, including information regangliG. Marl
Mickelson, the audit committee financial expertvégg on the audit committee, is presented undehtadings “Meetings and Commitegs”
Audit Committee matters” and under “Election of &itors” which contains Mr. Mickelson’s biographg,the Companyg definitive Prox
Statement for the 2004 Annual Meeting of Stockhiidde be held on January 26, 2005, which was fif@d the SEC on December 15, 2C
and is incorporated herein by reference.

Code of Ethics

We have adopted a written codestbics within the meaning of ltem 406 of SEC RetiofaSK that applies to our princig
executive officer and senior financial officersc@py of which is available free of charge by cotitag Lisa Binder, our Investor Relatic
Officer, at 800.792.6815 or from our internet wébgivww.metacash.com).

Item 11. Executive Compensatio

Information concerning executivempensation is incorporated herein by referenam fitte Company definitive Proxy Stateme
for the Annual Meeting of Shareholders to be heldanuary 2005, filed on December 15, 2004.

Item 12. Security Ownership of Certain Beneficial Owners aianagement and Related Stockholder Mattt
€) Security OwnershfpCertain Beneficial Owners

The information required by thiem under the sections captioned “Voting Rights;tev&equired”, Voting of Proxies
Revocability of Proxies: Proxy Solicitation Costaid Stock Ownershipdn pages 1 through 5 of the Proxy Statement filad the SEC o
December 15, 2004 is incorporated herein by reteren

(b) Security Ownershigtanagement

The information required by thismh under the section captioned “Stock Ownershippages 3 through 5 of the Proxy Statel
filed with the SEC on December 15, 2004 is incoaped herein by reference.

(c) Changes in Control

Management of the Company knows of no arrangemamtisiding any pledge by any persons of securibethe Company, tt
operation of which may, at a subsequent date,tresalchange in control of the Registrant.

(d) Equity Compensati®lan Information

The following table provides infioation about the Company’s common stock that maisséged under the Compasydmnibu
incentive plans. The Company does not have anytyegoimpensation plan that was not approved by slodders, except for its employ
stock ownership.
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Number of securities
remaining available for
future issuance under

Number of securities to Weighted-average equity compensation
be issued upon exercise exercise price of plan (excluding
of outstanding options, outstanding options, securities reflected in
Plan Category warrants and rights warrants and rights (@)
Equity compensation plat
approved by shareholde 250,483 $ 17.04 307,358
Equity Compensation plans r
approved by shareholde N/A N/A N/A
Item 13. Certain Relationships and Related Transactio

Information concerning certainat@nships and transactions is incorporated hdagireference from the Company’s definitive
Proxy Statement for the Annual Meeting of Sharebiddo be held in January 2005, filed on DecembefQ04.

Item 14. Principal Accountant Fees and Servict
Audit Fees

Fees paid to McGladrey & PullenA_and its associated entity, RSM McGladrey, Irar.gfach of the last two fiscal years are set
forth below.

Fiscal Audit Audit-Related Tax All Other
Year Fees Fees Fees Fees

2004 $ 83,000 $ 7,00 $ 13,00 $ —
2003 $ 80,00 $ 7,00 $ 12,00 $ —

Audit fees include fees for sergigerformed to comply with generally accepted anglistandards, including the recurring aud
the Companys consolidated financial statements. This categésy includes fees for audits provided in connectigth statutory filings ¢
services that generally only the principal audigasonably can provide to a client, such as praesdelated to audit of income tax provisi
and related reserves, consents and assistancandtreview of documents filed with the Securitind &xchange Commission.

Auditrelated fees include fees associated with assuramdeelated services that are reasonably relatddet performance of t
audit or review of the Comparg/financial statements. This category includes fe&sed to assistance in financial due diligeredated ti
mergers and acquisitions, consultations regardiemerally accepted accounting principles, reviewd awvaluations of the impact of n
regulatory pronouncements, general assistanceimjlementation of the new SEC and Sarba@&key Act of 2002 requirements and al
services not required by statute or regulation. iAtelated fees also include audits of employee bemddins, as well as the review
information systems and general internal contral®lated to the audit of the financial statements.
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Tax fees primarily include feesaxsated with tax audits, tax compliance, tax cotisg) as well as tax planning. This category
includes services related to tax disclosure ambfilequirements.

The Audit Committee has not authedi any noraudit services by the independent auditor. The AGdimmittee must approve ¢
such services prior to the services being perforriibe Audit Committees considerations would include whether such sesvace consiste
with the SEC'’s rules on auditor independence.

PART IV

Item 15. Exhibits, Financial Statement Schedules, and Repgoon Form &K

The following is a list of documents filed as parof this report:

@) Financial Statements:

6.

(b) Exhibits :

The following financial statemeatg incorporated by reference under Part Il, I8eof this Form 10-K:

Report of Independent Auditor
Consolidated Balance Sheets as of September 38,8102003
Consolidated Statements of Income for the Yeare&®&keptember 30, 2004, 2003 and 2(

Consolidated Statements of Changes in SharaisbEeguity for the Years Ended September 30,
2004, 2003 and 200

Consolidated Statements of Cash Flows for ther&'Ended September 30, 2004, 2003 and
2002.

Notes to Consolidated Financial Stateme

See Index of Exisbi

(c) Financial Statement Schedules:

All financial statement schedutese been omitted as the information is not requineder the related

instructions or is inapplicabl
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SIGNATURES

Pursuant to the requirements of Section 13 or 16{dhe Securities Exchange Act of 1934, the Regidthas duly caused t
Report to be signed on its behalf by the undersigtieereunto duly authorized.

FIRST MIDWEST FINANCIAL, INC.

Date: December 22, 20 By: /s/James S. Haa

James S. Haahr
(Duly Authorized Representative)

Pursuant to the requirements efSbcurities Exchange Act of 1934, this Reportiesn signed below by the following persons on
behalf of the Registrant and in the capacities@nthe dates indicated.

By: /s/ James S. Haahr Date: December 22, 2004

James S. Haahr, Chairman of the Board
and Chief Executive Officer
(Principal Executive Officer)

By: /s/J. Tyler Haahr Date: December 22, 2004

J. Tyler Haahr, Director, President and
Chief Operating Office

By: /sl E. Wayne Cooley Date: December 22, 2004

E. Wayne Cooley, Director

By: /s/ E. Thurman Gaskill Date: December 22, 2004

E. Thurman Gaskill, Director

By: /s/ Rodney G. Muilenburg Date: December 22, 2004

Rodney G. Muilenburg, Director

By: /s/ Jeanne Partlow Date: December 22, 2004

Jeanne Partlow, Director

By: /s/ G. Mark Mickelson Date: December 22, 2004

G. Mark Mickelson, Director

By: /s/ Ronald J. Walters Date: December 22, 2004

Ronald J. Walters, Senior Vice
President, Secretary, Treasurer and
Chief Financial Officer
(Principal Financial and Accounting Officer)






INDEX TO EXHIBITS

Exhibit

Number Description

3(i) Registrant’s Articles of Incorporation as currenity effect, filed on June 17, 1993 as an exhibithe Registran§ registratio
statement on Form-1 (Commission File No. - 64654), are incorporated herein by refere|

3(ii) Registrant’s Bylaws, as amended and restated, defxhibit 3(ii) to Registrant’s Report on FormK @or the fiscal year ended
September 30, 1998 (Commission File N- 22140), is incorporated herein by referer

4 Registrant’s Specimen Stock Certificate, filed anel 17, 1993 as an exhibit to the Registrant’ssteggion statement on Form S-1
(Commission File No. -64654), is incorporated herein by referer

10.1 Registrant’s 1995 Stock Option and Incentive Pligeq as Exhibit 10.1 to Registrant’s Report onmdr0-KSB for the fiscal year
ended September 30, 1996 (Commission File 1-22140), is incorporated herein by referer

10.2 Registrant’s 1993 Stock Option and Incentive Plged on June 17, 1993 as an exhibit to the Regyis's registration statement on
Form &1 (Commission File No. -64654), is incorporated herein by referer

10.3 Registrant’s Recognition and Retention Plan, fdedJune 17, 1993 as an exhibit to the Registraegistration statement on Form
S-1 (Commission File No. -64654), is incorporated herein by referer

10.4 Employment agreement between First Federal SaBagk of the Midwest and J. Tyler Haahr, filed asahibit to Registrant’s
Report on Form 10-K for the fiscal year ended Sepgr 30, 1997 (Commission File No. 0-22140), ioiporated herein by
reference

10.5 Registrant’s Supplemental Employees’Investment Rilad as an exhibit to Registrant’s Report ondr0-KSB for the fiscal year
ended September 30, 1994 (Commission File 1-22140), is incorporated herein by referer

10.6 Employment agreements between First Federal Satiagk of the Midwest and James S. Haahr and Dahaldinchell, filed on
June 17, 1993 as an exhibit to the Registrantstradgion statement on Form S-1 (Commission File 3864654), is incorporated
herein by referenct

10.7 Registrant’s Executive Officer Compensation Progrilled as Exhibit 10.6 to Registrant’s Report ari 10-K for the fiscal year

ended September 30, 1998 (Commission File 1-22140), is incorporated herein by referer



10.8

10.9

11

13

21

23

31.1

31.2

32.1

32.2

Registrant’s Executive Officer Incentive Stock @ptiPlan for Mergers and Acquisitions, filed as Exh10.7 to Registrand’ Repor
on Form 1K for the fiscal yeaended September 30, 1998 (Commission File 1-22140), is incorporated herein reference

Registrant’s 2002 Omnibus Incentive Plan, filedeahibit 10.9 to Registrant’s Report on Form 10-K tlee fiscal year ended
September 30, 2003 (Commission File N-22140),is incorporated herein by referen

Statement re: computation of per share earningtufied under Note 2 of Notes to Consolidated Firzdt8tatements in the Annual
Report to Shareholde attached heretas Exhibit 13)

Annual Report to Shareholde

Subsidiaries of the Registra

Consent of McGladrey & Pullen, LLI

Certification of Principal Executive Officer pursuao Section 302 of the Sarba- Oxley Act of 2002
Certification of Principal Financial Officer purquao Section 302 of the Sarba- Oxley Act of 2002
Certification of the CEO pursuant to Section 906hef Sarban«-Oxley Act of 2002

Certification of the CFO pursuant to Section 908hef Sarban-Oxley Act of 2002
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(Dollars in Thousands except Per Share Data)

AT SEPTEMBER 30
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Shareholde’ equity
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Total equity to asse

FOR THE FISCAL YEAR
Net interest incom
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Diluted earnings per she
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Net yield on intere-earning asse!
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FINANCIAL HIGHLIGHTS

2004 2002 200z 2001 200C
$ 780,79¢ $ 772,28" $ 607,64 $ 523,18 $ 505,59(
404,05: 349,69 341,93 333,06: 324,70
461,58: 435,55 355,78( 338,78: 318,65¢
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$ 17,76¢ $ 15,72¢ $ 13,70 $ 12,83: $ 14,177
3,987 3,397 2,157 1,91( 2,32¢
$ 157 $ 1.3¢ $ 087 $ 0.7¢ $ 0.9:
.51% 47% .38% .37% .4€%
8.6%% 7.51% 4.95% 4.57% 5.9%
2.4(% 2.31% 2.56% 2.5%% 2.86%
& -
: f: ;J;
; ‘
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TOTAL DEPOSITS MET INCOME
In millions In millicns

The Company and its subsidiaries exceed reguibry capital requirements.
Banks are Members FDIC and Equal Housing Lenefs.




LETTER TO SHAREHOLDERS

To Our Shareholders

THE SUCCESS WE HAVE ACHIEVED AS A COMMUNITY BANK I DIRECT RESULT
OF OUR COMMITMENT TO PROVIDE BOTH HANDS-ON SERVICEND ONLINE
OPTIONS THAT MAKE CORE BANKING EASIER FOR OUR CUSTMERS.

J. TYLER HAAHR
President and Chief Operating Officer

OUR NUMBERS TELL A STORY. IN LESS THAN TEN YEARS, HAVE MORE THAN DOUBLED OUR ASSET SIZE. MORE
IMPORTANTLY, WE HAVE DONE IT PROFITABLY. THE GROWTHN KEY BANKING AREAS, SUCH AS LOW-COST DEPOSITS
AND QUALITY LOANS, CONTRIBUTES TO OUR NET INCOME A OVERALL PROFITABILITY. THE EXPANSION IN OUR
MARKETS AND IN NEW BUSINESS VENTURES HAVE OR ARE BEHNNING TO SHOW RETURNS. OUR STORY LOOKS
PROMISING IN YEARS TO COME.

FUN FACTS: BORN ON FRIDAY THE 13TH. SERVED ON THE FIESTA BOWCOMMITTEE. COACHES KIDS IN MULTIPLE
SPORTS.

WE ARE PLEASED TO REPORT First Midwest Financiag 2004 performance and the momentum that is bgildithin our organizatior
The Company produced another year of double-digit land low-cost deposit growth, stellar loan dquaéind an increase in overall
profitability. We also announced our entrance thi prepaid debit card industry, a new alliancd\aitop midwestern insurance and
investment firm, and plans for more banks unitederone name.

Earnings rose 17.4 percent, with net incofr4d) million or $1.57 per diluted share for tlechl year ended September 30, 2004. This
compares to $3.4 million or $1.36 per diluted shheeprevious year. The 17.4 percent increasevisligrowth of 57.5 percent and 12.9
percent the previous two years.

The Company’s sale of its Manson, lowa braoffice and the start-up costs associated withéts prepaid card division, Meta Payment
Systems, affected 2004 earnings. The Manson brsadetin January 2004 provided a net gain, aftesnmetaxes, of $699 thousand. Earnings
per diluted share increased by $.28 for the yearrasult of the sale. Conversely, earnings wetaaed by $490 thousand or $.20 per diluted
share due to the start-up costs associated witBdngpany’s entry into the prepaid card industry.

Excluding the profit from our Manson branetesand the Meta Payment Systems start-up codtsjarene would have been $3.8 million
for the year ended September 30, 2004 or a 11c&peincrease from the previous fiscal year.

Net interest income rose 13.0 percent, dd $dllion, compared to the previous fiscal yearaheto-deposit interest rate spreads were
wider in 2004 due, in part, to our growth in lowstdeposit balances (checking, money market, aridg®accounts) and in originated
commercial loans.

Low-cost deposit balances grew a record 48.4 perceintiodal deposit balances grew 9.7 percent theygast excluding the impact of o
Manson branch sale. The Company’s drive to increagecost deposits is not new. During the past fiears, the Company has achieved a
151.8 percent increase in low-cost deposit balaandsa 56.7 percent increase in total deposit balgrexcluding the Manson branch sale.

Our commitment to attract low-cost deposés khifted the percentage of l@wst funds from 24.7 percent of total deposits3d $ercen
during the past five years. The shift directly imyes loan-to-deposit interest rate spreads andheekahe Company’s ability to cultivate
banking relationships that start from core servi
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LETTER TO SHAREHOLDERS

FMFI NAT NAB IAB
LOAN QUALITY AND ALLOWANCE COMPARISON
Delinquent Loans 30 Days to Total Lo 0.28% NA NA NA
Nor-Performing Loans to Total Loal 0.1&% 0.5%% 0.9€% 0.64%
Nor-Performing Assets to Total Asst 0.0%% 0.4&% 0.62% 0.4%
Net Charg-Offs to Average Loan 0.02% 0.27% 0.6&% 0.14%
(Fiscal Year Annualize

Allowance for Loan Losses to Total Lot 1.31% 0.77% 1.62% 1.27%
Allowance for Loan Losses to N-Performing Loan: 754% 13(% 16<% 19€%

FMFI (First Midwest Financial, Inc.) statistics are as of September 30, 2004. The most current stafist available for NAT (National
Average Thrift), NAB (National Average Bank), and IAB (lowa Average Bank) are as of June 30, 2004. Ragroup data, institutions
with assets greater than $100 million, is taken frm the FDIC.

As our concentration and volume of originatedchmercial loans increase, the Company benefits the related deposit accounts, better
loan-to-deposit spreads, less interest rate seitygitand more fee income. Originated commerciah®grew $33.6 million, or 19.3 percent,
during fiscal 2004. This follows 43.5 percent ad%percent increases in 2003 and 2002 respectively

Credit quality ratios outpaced the Comparsyéde and national peer group for the fourth camsee year.(1) Our diligent emphasis on
credit quality resulted in less than $80 thousaaeo loan charge offs and lower non-performingiduring fiscal 2004. Exceptional credit
quality combined with a rapidly growing loan potifoposition the Company for more success.

The Company announced its entrance into thegid debit card industry in May 2004. Meta Payn&ystems, a division of First Federal
Savings Bank of the Midwest, will issue prepaiddsathrough turnkey solutions for banks, card preces and third-party distributors across
the country. This new venture for the Company opbagloor for profitable growth opportunities iretexpanding area of prepaid cards and
related payment systems services.

We are pleased to work with Brad Hansonpageér in the prepaid card industry, and membetiseoMeta Payment Systems team who
have proven track records for creating value aofitability in this emerging market. The divisiorsgart-up operations are progressing, and it
issued its first cards in August 2004.

In June 2004, First Midwest Financial annaghits alliance with Bill Markve and Associates (B®), one of the Midwest'’s leading full-
service insurance and investment firms. The Comigaaffiliation with BM&A offers customers an oppairtity to purchase stocks; bonds;
fixed and variable annuities; mutual funds; andidewarray of insurance options such as life, diggpblong-term care, property and casua
and group and individual health insurance.

In November 2004, director John Thune wastetkto the United States Senate from the StaB®oth Dakota. Due to his election and
new responsibilities, Senator-elect Thune resigrad our board effective November 12, 2004. We khiaim for his dedicated service to our
company and wish him well as he serves South Dakudeour country in the United States Senate.

JAMES S. HAAHR
Chairman of the Board and Chief Executive Officer

OUR COMPANY HAS A STRONG HISTORY OF HELPING PEOPLEBNE OF THE MOST REWARDING PARTS OF MY JOB
TODAY IS TO SEE OTHERS SUCCEED. IT IS GRATIFYING T&EE A BANK ASSOCIATE EARN A PROMOTION OR TO SEE
CUSTOMERS REACH THEIR FINANCIAL GOALS. | FIRMLY BELEVE THAT EACH OF US CAN MAKE A DIFFERENCE IN THE

LIVES OF OTHERS



FUN FACTS: TAUGHT GRANDCHILDREN HOW TO PLAY “TRAP AND CHASE'GAME. HAD FIRST HOLE- IN-ONE IN 2001.
ENJOYS ATTENDING MAJOR SPORTING EVENTS WITH FAMILY.

(1) Based on reports distributed by the FDIC.



LETTER TO SHAREHOLDERS

Looking Ahead

ELLEN MOORE
Senior Vice President of Marketing and Sales

WHAT AN OPPORTUNE TIME TO BE A CUSTOMER, AN EMPLOYE, AND A SHAREHOLDER. THANKS TO YEARS OF
PROGRESS, EACH OF US IS BENEFITING FROM STREAMLINEIPERATIONS, A BETTER AND CONSISTENT PRODUCT MIX,
NEW BUSINESS VENTURES, AND MORE LOCATIONS AND SERVES— SOON TO BE UNITED UNDER ONE META NAME. IT
IS REWARDING TO EXPERIENCE FIRST-HAND THE TEAMWORKND MOMENTUM THAT CONTINUES TO BUILD WITHIN
OUR ORGANIZATION.

FUN FACTS: AVID RUNNER. LIKES TO PLAY HIDE-N-SEEK WITH HER TWCQOCHILDREN. EXPECTING TWINS BEFORE YEAR
END.

DURING THE FIRST HALF OF 2005, First Midwest Financial, Inc. will become Meta &irtial Group, Inc., pending shareholder
approval. Meta Financial Group, Inc. will be madatinder the trade name Meta Financial Group. Bngenchange will not affect the
ownership of the Company. We will keep our tickgmbol “CASH,” and shareholders who possess physiwealk certificates will be able to
keep them.

The “Meta” name change fits within the Comyadong-term strategic plan and is symbolic ofifiee change. It will unify our affiliates
under one common identifying name: MetaBank, MetdBa/est Central, Meta Trust, and Meta Payment 8yst&Ve are excited about the
opportunities ahead. First, one name allows usdate a consistent brand image throughout aliai that makes it easier for customers to
identify us and differentiate us from competit@gcond, we improve operating efficiencies that ichjplae bottom line and will improve
shareholder value over time. Third, when the ttéorsis completed, our customers benefit by beilg #o transact business in any MetaBank
office.

The Company continues to expand banking dipasain Sioux Falls, South Dakota and in the Deasrids, lowa metropolitan area. The
Company opened a second full-service bank fadilitgioux Falls, ahead of schedule and on budgéflay 2004. A third full-service retail
bank is expected to open in Sioux Falls in late52@@ile a fifth fullservice bank facility is expected to open in WessMoines in mid 200

At First Midwest Financial, we understandttheowth and success do not happen by chance.aBuntéd team of associates has carefully
planned and implemented key initiatives to get hgng we are today. It is this team that will dduture success and carry forward a simple
credo that our founder, Stanley H. Haahr, beliewbdn he opened the doors more than fifty years ‘Ggdke care of the people.”

Our goal is to make money management eassufstomers through every life change. We know banls not just about money. It is
about making money work so customers have moreftimehat is really important in life.

Our team remains dedicated to increasingesivéder value and enhancing your return. Thankfgoinvesting in our company.

(7] [ Aa
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JAMES S. HAAHR J. TYLER HAAHR
Chairman of the Board & CE President & CO(C






COMPANY STRUCTURE AND PROFILE

COMPANY STRUCTURE

First Midwest Financil, Inc.

First Services Trust Company

|

First Federal Savings Bank

of the Midwest et

| | |
First Federal Savings Bank Brookings Federal Bank lowa Savings Bank First Federal Savings Bank Mata P
Maorthwiest lawa Market Markar Market Sloux Emplre Market i

COMPANY PROFILE

First Midwest Financial, Inc. is a $781 million kamolding company for First Federal Savings Bankhef Midwest and Security State Bank.
Headquartered in Storm Lake, lowa, the Company edad from mutual ownership to stock ownership983. In June 2004, the Company
announced plans to change its name to Meta FirlaBotaup, Inc. during the first half of 2005, pengishareholder approval. Its primary
business is marketing deposits, loans, and othanéial services and products to meet the neeitis admmercial, agricultural, and retail
customers.

First Midwest operates under a super-commranking philosophy that allows the Company torgwehile maintaining its community
bank roots, with local decision making and custossvice. Administrative functions, transparenth® customer, are centralized to enhance
the banks’ operational efficiencies and to improustomer service capabilities.

First Federal Savings Bank of the Midwes federally charted thrift with five divisions: BirFederal Savings Bank Northwest lowa
Market, Brookings Federal Bank Market, lowa SaviBagsk Market, First Federal Savings Bank Sioux Emplarket, and Meta Payment
Systems. Security State Bank is a state-chartenemnercial bank. Seventeen offices support customeBsookings and Sioux Falls, South
Dakota, and throughout central and northwest IGv&. banks plan to operate under the MetaBank sigaaluring the first half of 2005.

First Services Trust Company, a subsidiarlicft Midwest Financial, Inc., provides professibtrust services. First Services Trust
Company will change its name to Meta Trust in 2005.

The Company is affiliated with Bill Markve @ssociates to offer a wide range of non-insuregstment and insurance products to
customers through Ameritas Investment Corporatmmh@her companies.

VISION
Provide a financial services home that customepseaate, return to, and refer friends with conficie.
MISSION
Make money management easy for customers througty éfe change.
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BANK HIGHLIGHTS
Life changes. Bank easy.

PEOPLE HELPING PEOPLE.

CORRINE PALMER
Assistant Cashier,
Customer Service Representative Supervisor

I AM PROUD TO WORK FOR A COMPANY THAT CARES SO MUCHBOUT ITS CUSTOMERS AND THE COMMUNITIES IT
SERVES. WE ARE ALWAYS LOOKING FOR WAYS TO MAKE BANKNG EASIER. WHEN | SEE CUSTOMERS AT LOCAL BALL
GAMES OR COMMUNITY EVENTS, | FEEL ASSURED THAT WEROVIDE THEM WITH THE BEST SERVICE AND FINANCIAL
RESOURCES AVAILABLE.

FUN FACTS: ENJOYS CAMPING WITH HER HUSBAND, TWO CHILDREN, ANBHER SHIH TZU PUPPY NAMED EMMA.
VOLUNTEERED 214 HOURS IN THE COMMUNITY THIS YEAR.IEECTED OFFICER OF THE GUTHRIE COUNTY YOUTH
FOUNDATION.

“TAKE CARE OF THE PEOPLE" is a core philosophy our founder, Stan Haahr,eshaith employees back in 1954—and still shares
today when he visits with bank associates. Thigclhaincipal has flourished into programs and tiragndedicated to building long-term
relationships based on trust, integrity, and okhfaned hard work.

Our Integrity Selling program trains bankaxsates to actively listen to customers’ needspodctively offer products and services
designed to meet those needs—all with each custsimest interest in mind. We know that customeesthe reason we are in business.

We also respect the special connection we kawour communities just by the nature of our hess. Lending money for a first home, a
new business, and other life events are ways awksbaork to enhance people’s lives.

Our company actively participates in the fatl€ommunity Reinvestment Act (CRA) to meet thedit needs in our communities. Your
business with us is reinvested back into our nagitods to make them better places to live, workay.

Employee time and bank resources are deditatmake positive changes in our communities. teeea few examples:
» This year 130 employees volunteered more than 0&)6&rs of service to 565 local community groups projects

» Touchdown Scholarship programs are establish&xtal schools. To date we have donated a tot®lLl8f500 to help students fund higher
education

* We initiated an annual charity cookout that hase@imore than $53,000 for local charities and dsharing the past five yeai

» Our bank associates have educated more than §t088nts througfieach Children to Save andIn Charge Credit presentations during the
past five years

» This year we received city and state recognitasrour Habitat for Humanity Holiday Loan programdathe volunteer efforts associated
with it. We donated more than $5,000 and volun@dr& hours within a tw-month period

When you get right down to it, we are in business of helping people. Our success comestirerafforts of talented people working
together to do the right things ri—for our customers, for our communities, and forheather.






MAKING YOUR MONEY WORK FOR YOU.

THE ONLY CONSTANT IN LIFE IS CHANGE. Whether you are focused on buying a home or planfanretirement, our mission is to
make money management easy for you through evferghange. That means offering unique resource$ands-on service that guide you

through whatever life throws your way.

Our Life Change Specialists are trained tgudbthat. From graduation, to a new baby, taeaient, we offer detailed checklists and
experts who can personally assist you with mora jhst financial matters. That is because our petply care.

We know banking is not just about moneys labout you. A great bank gives you choices, asdkaple ready to work with you every
step of the way. Our company puts your money tdwoo matter where you are in life, so you have lgsrries and more time for what is

really important... living life.

BANK HIGHLIGHTS

Life changes. Bank easy.

HOW CAN WE MAKE MONEY MANAGEMENT EASIER FOR YOU?

PERSONAL FINANCIAL SERVICES
Checking Choices

Check Imaging

Online Express Check Reorder
Online Banking

Online Bill Payment

24-Hour Telephone Banking
Overdraft Protection

Privileged Status PhotoSecure™ Debit Card
Privileged Status ATM Card

Money Market

Silver Savings

Moola Moola Kids Savings Club
Certificates of Deposit

Change Kit

Commercial Lending

Mortgage Lending

Agricultural Lending

Consumer Lending

Lines of Credit

Ready Reserve

24-Hour Online Loan Applications
Credit Cards

Retirement Planning

Credit Life and Disability Insurance
Mortgage Life and Disability Insurance
Direct Deposits

Automatic Payment

Safe Deposit Boxes

Notary Service and Signature Guarar
Travelers Cheques

Cashier’'s Checks

American Express Gift Checks
Award-Winning Web Sites

INVESTMENT AND INSURANCE SERVICES(1)

Stocks

Bonds

Mutual Funds

Fixed and Variable Annuities
Property and Casualty Insurance
Life Insurance

Disability Insurance



Long-term Care Insurance
Retirement Planning
Tax-advantaged Investments

TRUST SERVICES

Trust and Estate Planning
Investment Management Services
Custody Services

Retirement Planning

Employee Benefit Services

PHYLLIS WHEELER
Assistant Branch Manager

WHAT | LIKE MOST ABOUT OUR COMPANY IS THAT WE REALLY GET TO KNOW OUR CUSTOMERS. | GREW UP IN THE
HIGHLAND PARK NEIGHBORHOOD AND WHEN CUSTOMERS CALIOR STOP IN OUR OFFICE, | KNOW THEM BY NAME. AT
THE END OF THE DAY, IT IS REWARDING TO KNOW THAT MAKE THEIR LIVES A LITTLE BETTER BY PROVIDING
FINANCIAL SERVICES DESIGNED TO FIT THEIR LIFESTYLES

FUN FACTS: MAKES DELICIOUS EGG ROLLS—WHICH RARELY LAST THROUGHBANK GATHERINGS. ENJOYS READING
AND HISTORY. MEMBER OF THE HIGHLAND PARK BUSINESSIAJB.

(1) Non-traditional bank products offered through Bill Markve and Associates via Ameritas Investmentorporation are not FDIC
insured, nor are they guaranteed by the banks of F$t Midwest or any affiliate.
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BANK HIGHLIGHTS
Life changes. Bank easy.

MAKING YOUR BUSINESS BETTER.

GARY G. SIEVERDING
Vice President
Business Banking

IN MY TWENTY-ONE YEARS OF BANKING, THE BEST JOB REWRD IS TO SEE CUSTOMERS HAVE SUCCESS AND TO SEE
THEIR NET WORTH GROW. OUR BUSINESS CUSTOMERS KNOWAT WHEN THEY CALL WITH QUESTIONS OR REQUEST
THEY GET ANSWERS. MAYBE THAT IS WHY WE CONTINUE TGEE OUR BUSINESS BANKING REFERRALS AND
ACCOUNTS GROW.

FUN FACTS: 25-YEAR CHURCH CANTOR AND CHOIR MEMBER. HOSTED FOREN EXCHANGE STUDENTS FROM
HUNGARY AND POLAND. ACTIVE IN THE SIOUX FALLS HUMAN RELATIONS COMMISSION AND DOWNTOWN LIONS
CLUB.

IT TAKES MORE THAN JUST A GOOD IDEA AND HARD WORK T O RUN A SUCCESSFUL BUSINESS.You need the right
people, the right product, and the right locatidow, more than ever before, you also need the fighhcial partner.

We know that as your business changes, smdofinancial needs. From business start ups tiismarket expansions, our hometown
know-how and big bank resources can give your lassitthe financial backing it needs to reach its potential.

Let us roll up our sleeves and work with wwery step of the way. We keep it simple so yolehaere time and more money to get down
to business.

HOW CAN WE MAKE MONEY MANAGEMENT EASIER FOR YOUR BU SINESS?

BUSINESS FINANCING SERVICES
Commercial Real Estate Loans

Lines of Credit

Term Loans

Equipment Financing

Construction Lending

Management Buyouts

Employee Stock Ownership Plan Financing
Specialized Industries

Small Business Administration (SBA) Lending
Beginning Farmer Loan Programs

Crop Loans and Insurance

Livestock Loans

Alternative Lending Options

Letters of Credit

CASH MANAGEMENT SOLUTIONS
Business Advantage Checking
Monthly, Quarterly, or Annual Analys



Business Money Market Accounts

Interest Advantage Accounts for Non-Profit Entities
Check Imaging

Online Balance and Activity Reporting
Loan and Investment Sweeps

Zero Balance Accounts

Online Services and Administration
Automated Clearinghouse Origination
Automated Payroll Services

Domestic and International Wire Transfers
Federal Tax Payments

Ready Reserve Overdraft Protection

Cash Concentration Services

OTHER SERVICES

Business Retirement Planning

Personal Trust Services

Merchant Credit Card Processing
Business Credit Cards

Online Business Resource Center
Business and Cash Management Planning
Award-Winning Web Sites
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First Midwest Financial, Inc. and Subsidiaries

SELECTED CONSOLIDATED FINANCIAL INFORMATION

SEPTEMBER 30,

SELECTED FINANCIAL CONDITION DATA
(In Thousands)

Total asset

Loans receivable, ni

Securities available for sa

Excess of cost over net assets acquirec
Deposits

Total borrowings

Shareholder equity

YEAR ENDED SEPTEMBER 30,

SELECTED OPERATIONS DATA
(In Thousands, Except Per Share Data)

Total interest incom
Total interest expens

Net interest incomr
Provision for loan lossi

Net interest income after provision for loan los
Total noninterest incorr
Total noninterest expen:

Income before income tax
Income tax expens

Net incomq

Earnings per common and common equivalent sl

Basic earnings per shi
Diluted earnings per she

YEAR ENDED SEPTEMBER 30,

SELECTED FINANCIAL RATIOS AND OTHER DATA

PERFORMANCE RATIOS

Return on average ass
Return on average sharehol’ equity
Interest rate spread informati
Average during the ye
End of yet
Net yield on average inter-earning asset

Ratio of operating expense to average tsébt:

QUALITY RATIOS

2004

2002

200z

2001

200C

$780,79¢ $772,28" $607,64¢ $523,18" $505,59(
404,05: 349,69: 341,93 333,06: 324,70¢
322,52« 366,07! 218,24° 145,37- 147,47¢
3,40¢ 3,40¢ 3,40¢ 3,40¢ 3,76¢
461,58: 435,55! 355,78 338,78 318,65«
269,10¢ 291,48t 205,26t 138,34« 143,99:
47,27¢ 43,03: 44 ,58¢ 43,72; 40,03t
$ 36,18( $ 3517¢ $ 3543« $ 38,22« $ 38,75¢
18,41: 19,45 21,73¢ 25,39 24,57¢
17,76¢ 15,72¢ 13,70( 12,83 14,171
48¢ 35C 1,09( 71C 1,64(
17,28( 15,37¢ 12,61( 12,12 12,531
3,59¢ 3,55¢ 2,781 1,492 782
14,83( 13,85¢ 12,26¢ 10,69¢ 9,40¢
6,04¢ 5,07¢ 3,12¢ 2,92( 3,911
2,05¢ 1,67¢ 96¢€ 1,01C 1,58:
$ 398 $ 3397 $ 2157 $ 191C $ 2,32¢
$ 161 $ 137 $ 08 $ 07¢ $ 09t
$ 157 $ 13€¢ $ 087 $ 078 $ 09¢
0.51% 0.47% 0.38% 0.31% 0.4€%
8.6% 7.51% 4.95% 4.51% 5.98%
2.21% 2.1&% 2.31% 2.2&% 2.4€%
2.28% 1.9(% 2.5% 2.21% 2.32%
2.4(% 2.31% 2.5¢% 2.5% 2.8%
1.91% 1.92% 2.1% 2.0% 1.8"%



Nor-performing assets to total assets at end of
Allowance for loan losses to r-performing loan:

CAPITAL RATIOS

Shareholde’ equity to total assets at end of per

Average sharehold’ equity to average asst

Ratio of average inter-earning assets to averz
intere-bearing liabilities

OTHER DATA

Book value per common share outstanc
Dividends declared per shi

Dividend payout rati

Number of fu-service offices

10

$
$

0.0%%
754.3%

6.05%
5.91%

105.0:%

18.9¢

0.5Z
32%

17

$
$

0.28%
492.7%

5.51%
6.25%

104.5%

17.2¢

0.5Z
38%

16

$
$

0.5&%
220.3%

7.34%
7.68%

104.8t%

18.0¢

0.52
59%

15

$
$

0.4%%
240.02%

8.3t%
8.11%

106.9(%

17.71

0.5Z
65%

14

$
$

0.34%
1,156.1%

7.95%
7.61%

108.02%

16.4¢

0.52
55%

14



First Midwest Financial, Inc. and Subsidiaries
MANAGEMENT'’S DISCUSSION AND ANALYSIS
MANAGEMENT'S DISCUSSION AND ANALYSIS
GENERAL

First Midwest Financial, Inc. (the “Company” or ¥Bi Midwest”) is a bank holding company whose priynsubsidiaries are First Federal
Savings Bank of the Midwest (“First Federal”) aret@rity State Bank (“Security”). The Company wasoirporated in 1993 as a unitary non-
diversified savings and loan holding company amdSeptember 20, 1993, acquired all of the capitedksof First Federal in connection with
First Federal’s conversion from mutual to stockriasf ownership. On September 30, 1996, the Compangme a bank holding company in
conjunction with the acquisition of Security.

The Company focuses on establishing and miaing long-term relationships with customers, andommitted to serving the financial
service needs of the communities in its market.arba Company’s primary market area includes tiieviing counties: Adair, Buena Vista,
Dallas, Guthrie, Pocahontas, Polk, and Sac lodatémva, and the counties of Brookings, Lincoln anshnehaha located in east central
South Dakota. The Company attracts retail depésits the general public and uses those deposdsther with other borrowed funds, to
originate and purchase residential and commeramtgage loans, to make consumer loans, and togedinancing for agricultural and other
commercial business purposes.

The Company’s basic mission is to maintaid @anhance core earnings while serving its primaaykext area. As such, the Board of
Directors has adopted a business strategy destgn@dmaintain the Company’s tangible capital ktess of regulatory requirements, (ii)
maintain the quality of the Company’s assets, ¢iiilitrol operating expenses, (iv) maintain andyassible, increase the Company'’s interest
rate spread, and (v) manage the Company’s exptseignges in interest rates.

CORPORATE DEVELOPMENTS IN FISCAL 2004

On January 9, 2004, the Company announced thatHederal completed the sale of its branch officBlanson, lowa, which had been
announced on October 6, 2003. Deposits totalingl®B3000, loans totaling $731,000, and office boddand equipment were transferred to
the purchaser. The transaction resulted in a ga#1,d 13,000, which, net of income taxes, amoutdeb599,000.

On May 6, 2004, the Company announced thrat Federal had started the process of formingregfva operating division to position the
Company to take advantage of opportunities in toeving area of prepaid debit cards and relatecesystand services. On May 4, 2004, the
first five members of the management group leattirgnew division joined First Federal. These indlials have extensive experience and a
proven track record for creating value and profitighin this emerging market. As of September 3004, the division had a total of sevent
(17) employees, operating under the name Meta PatyByestems. The first cards for the operation visseed during the fourth quarter of the
fiscal year ended September 30, 2004. As the dprredat process continues, it is anticipated thaitiadal staffing will be needed over the
next twelve (12) to eighteen (18) months. The diiwiss based in Sioux Falls, South Dakota, wherstFederal recently opened a second
banking office. While results are subject to chaage cannot be predicted with certainty, it is extee the first twelve months of operations
will result in an operating loss of approximatell. B million, net of income taxes, and the secorar wé operations will be break-even, or
result in a small profit, net of income taxesslanticipated the third year will result in incomet of income taxes, sufficient for the three-
year cumulative operations of the division to beegusitive. Actual results for the division througbptember 30, 2004 produced
operating loss of $490,000, net of income taxeschvieduced diluted earnings per share for thalfigear by $.20 per share.

On May 26, 2004, the First Federal openeddtond office in Sioux Falls, South Dakota. Cargdton of the facility, which had been
announced earlier in the fiscal year, was complatezhd of schedule. As a result of opening a newdbr office, additional expenses were
incurred, primarily in compensation and benefitg] & costs associated with owning, operating aathtaining an office building.

On June 30, 2004, the Company announcedrtretFederal’s whollypwned subsidiary, First Services Financial Limitedd entered int
an agreement with Bill Markve and Associates to/ate non-insured investment services and full-lmurance services in First Federal's
branch locations. Previously, First Services Fimriamited had offered similar services throughdiwn staff in an agreement with a
securities firm.

During the third quarter of the fiscal yetlie Company announced that it will change its nsorideta Financial Group during the first f
of calendar 2005, subject to shareholder apprdved. Company’s subsidiary bank divisions will albcige to a form of the name MetaBank
and First Services Trust Corporation will becomaaeust. The Meta name is symbolic of positive geand expands on the existing
operating philosophy of the Company and its subsiels to make money management easy for individaradsbusinesses through every life
change. The Company’s stock will continue to tradéhe NASDAQ National Market under the symbol “GAS

During the fourth quarter of fiscal year 20€@# First Federal received approval to estalishnew office facilities. One will be the third
location in Sioux Falls, South Dakota, and the pthid be in West Des Moines, lowa, the fifth lomat in the Des Moines metropolitan area.
Construction on both offices is expected to begithe fourth quarter of calendar 2004, weather géng. It is anticipated that the West C



Moines office will open late in the second quadeearly in the third quarter of calendar 2005, lesttthe Sioux Falls location will open for
business late in the third quarter or early inftheth quarter of calendar 2005. Funds for capitgdrovements of this type will come from the
normal operations of the Company.

FINANCIAL CONDITION

The following discussion of the Company’s consdkdifinancial condition should be read in conjumctivith the Selected Consolidated
Financial Information and Consolidated Financiat&ments and the related notes included elsewleeeinh

The Company’s total assets at SeptemberB™ &ere $780.8 million, an increase of $8.5 miiljior 1.1%, from $772.3 million at
September 30, 2003. The increase in assets wasridu@rily to an increase in net loans receivableicl was funded primarily by a decrease
in securities available for sale, and increasefeposits and advances from the FHLB, offset in pai decrease in securities sold under
agreements to repurchase.
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First Midwest Financial, Inc. and Subsidiaries
MANAGEMENT’S DISCUSSION AND ANALYSIS

The Company'’s portfolio of securities avaitafor sale decreased $43.6 million, or 11.9%,3825 million at September 30, 2004 from
$366.1 million at September 30, 2003. The Compapgitfolio of securities available for sale consigtimarily of mortgage-backed
securities, most with balloon maturities, which éaglatively short expected average lives and éichinaturity extension. During fiscal 2004,
purchases of securities available for sale decde@s$46.2 million from $431.7 million in 2003. Whirepayment and prepayment of princ
also decreased, to $89.2 million in 2004 from $&88illion in 2003, such payments exceeded new @se$. Excess funds provided by
repayment of securities were used to fund loan tiro{®ee Note 3 of Notes to Consolidated Finarfsiatements.)

The Company'’s portfolio of net loans receleabcreased by $54.4 million, or 15.5%, to $404illion at September 30, 2004 from
$349.7 million at September 30, 2003. The incrémset of $731,000 of loan balances that were teared to the purchaser of the Manson,
lowa branch office. Net loans receivable increas®ed result of the increased origination of comimksnd multi-family real estate loans on
existing and newly constructed properties andlesiased origination of commercial business loenaddition, the increase reflects an
increase in consumer loans. Conventional one toféouily residential mortgage loans declined astixg originated and purchased loans
were repaid in amounts greater than new originatretained in portfolio during the period. (See dNétof Notes to Consolidated Financial
Statements.)

The Company'’s investment in FHLB stock insex$122,000, or 1.1%, to $11.1 million at SeptemBbe 2004 from $10.9 million at
September 30, 2003. The increase is due to anaisetlia the level of borrowings from the FHLB, whielgyuire a calculated level of stock
investment based on a formula determined by theB=HL

Customer deposit balances increased by $8#lion, or 6.0%, to $461.6 million at September, 2004 from $435.6 million at September
30, 2003. This increase is net of $16.1 milliom@posit balances that were transferred to the psestof the Manson, lowa branch office.
increase in deposits reflects the opening of a offiee in Sioux Falls, South Dakota and managenserwhtinued efforts to enhance deposit
product design and marketing programs. Deposingakincreased for non-interest-bearing demanduate@and interest-bearing transaction
accounts, which include savings, NOW and money statkmand accounts, in the amounts of $2.0 millieth $57.8 million, respectively.
These increases were partially offset by a decreb$83.8 million in certificates of deposit. Inded in the decrease in certificates of deposit
is a $24.5 million decrease in jumbo certificatédeposit. The overall increase in deposits, alwith the net decrease in securities available
for sale, was used to reduce securities sold uagierements to repurchase and fund loan growthgitimmperiod. (See Note 7 of Notes to
Consolidated Financial Statements.)

The Company’s borrowings from the Federal lddroan Bank increased by $2.5 million, or 1.1%$226.3 million at September 30,
2004 from $223.8 million at September 30, 2003. bakance in securities sold under agreements torebpse decreased by $25.2 million, or
43.6%, to $32.5 million at September 30, 2004 f&5#.7 million at September 30, 2003. The overalrease in borrowings was more than
offset by the increase in deposits. (See Note=d®asf Notes to Consolidated Financial Statements.)

Shareholders’ equity increased $4.2 million9.9%, to $47.3 million at September 30, 2004nfi®43.0 million at September 30, 2003.
The increase in shareholders’ equity was primatilg to net income and a decrease in unrealizestosecurities available for sale in
accordance with SFAS 115, which were partially etffsy dividends paid to shareholders and the pgecbétreasury stock during the period.
(See Note 15 of Notes to Consolidated Financigk&tants.)

RESULTS OF OPERATIONS

The following discussion of the Company’s resufteperations should be read in conjunction with $séected Consolidated Financial
Information and Consolidated Financial Statementsthe related notes included elsewhere herein.

The Company’s results of operations are piilsndependent on net interest income, non-intelregime, operating expenses and income
tax expense. Net interest income is the differeacepread, between the average yield on intesrsiiveg assets and the average rate paid on
interest-bearing liabilities. The interest rateesyt is affected by regulatory, economic, and coitiyefactors that influence interest rates,
loan demand, and deposit flows. The Company, ltkerdfinancial institutions, is subject to interestie risk to the extent that its interest-
earning assets mature or reprice at different timesn a different basis, than its interest-begliabilities.

The Company’s non-interest income considtagmily of fees charged on transaction accountsckvhelp offset the costs associated with
establishing and maintaining these deposit accolmeddition, non-interest income is derived frgains or losses on the sale of loans and
securities available for sale. Additionally, noneirest income has been derived from the activitidsrst Federal’s wholly-owned subsidiary,
First Services Financial Limited, which was engaiyetthe sale of various non-insured investment pet&l and the activities of First Services
Trust Company, a wholly-owned subsidiary of Firstiiest, that provides a variety of professionastiservices. The products and services
previously offered directly by First Services Finah Limited are now being offered through an agement with Bill Markve and Associat

COMPARISON OF OPERATING RESULTS FOR THE YEARS ENDED SEPTEMBER 30, 2004 AND SEPTEMBER 30, 200



GENERAL

Net income for the year ended September 30, 20f4ased $590,000, or 17.4%, to $3,987,000, frolBHH3000 for the year end:
September 30, 2003. The increase in net incomectsfn increase in net interest income and a séncadlase in non-interest income, which
were partially offset by an increase in non-inteeegense and a small increase in provision fan loases.
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First Midwest Financial, Inc. and Subsidiaries
MANAGEMENT’S DISCUSSION AND ANALYSIS

The following table sets forth the weighted averaffective interest rate on interest-earning assetsinterest-bearing liabilities at the end of
each of the years presented.

AT SEPTEMBER 30, 2004 2002 200z

WEIGHTED AVERAGE YIELD ON

Loans receivab 6.04% 6.17% 7.02%
Mortgag-backed securities available for s 3.81 2.87 5.2¢
Securities available for se 2.5C 2.2t 2.8t
FHLB stock 2.2¢ 3.0C 3.0C
Combined weighted average yield on int-earning asse! 4.94 4.4z 6.1¢€

WEIGHTED AVERAGE RATE PAID ON

Demand, NOW and money market demand def 1.2z 0.8: 1.27
Savings deposi 1.32 1.14 1.4¢€
Time deposit 2.81 2.7¢ 4.07
FHLB advance 3.62 3.4C 5.4¢€
Other borrowed mong 3.2t 1.71 2.3¢€
Combined weighted average rate paid ones-bearing liabilities 2.6€ 2.52 3.63
Spreac 2.2¢ 1.9C 2.5¢

RATE/VOLUME ANALYSIS

The following schedule presents the dollar amotfichanges in interest income and interest expesrsmdjor components of interest-earning
assets and interest-bearing liabilities. It distisges between the changes in interest incomepanse related to changes in outstanding
balances and those due to the levels and volatilitgterest rates. For each category of interastiag assets and interest-bearing liabilities,
information is provided on changes attributabléXahanges in volume (i.e., changes in volume ipligtd by old rate) and (ii) changes in ri
(i.e., changes in rate multiplied by old volume)r purposes of this table, changes attributableoth rate and volume that cannot be
segregated have been allocated proportionatehetchiange due to volume and the change due to rate.

YEAR ENDED SEPTEMBER 30, 2004 VS. 2003 2003 VS. 2002
Increase Increase Total Increase Increase Total
(Decrease  (Decrease Increase (Decrease  (Decrease Increase
(in Thousands) Due to Volume Due to Rate (Decrease Due to Volume Due to Rate (Decrease

INTEREST-EARNING ASSETS

Loans receivab $ 1,981 $ (1,820 $ 161% 36C $ (1,579 $ (1,219
Mortgag-backed securities available for s 991 (20 971 4,87¢ (3,355 1,521
Securities available for se 6 (72) (66) (84 (535) (619
FHLB stock 25 (90) (65) 72 (14) 58
Total interes-earning assel $ 3,00 $ (2,007 $ 1,001% 5,22¢ $ (5,479 $ (25%)

INTEREST -BEARING LIABILITIES

Demand, NOW and money market depc $ 202 $ (12$% 19Cs 236 $ (39§ $ (162
Savings deposi 24¢ 19 26¢ 32 (63 (32)
Time deposit 80F (2,119 (1,310 69: (3,468 (2,779
FHLB advance 972 (727) 252 2,41¢ (2,009¢) 40¢€
Other borrowed mone (96€) 52€ (440 734 (455) 27¢
Total interes-bearing liabilities $ 1,26: $ (2,309 $(1,040% 4,10¢ $ (6,397 $ (2,289

Net effect on net interest incor $ 1,74C $ 301 $ 2,041% 1,11 $ 91z $ 2,02¢
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MANAGEMENT'S DISCUSSION AND ANALYSIS

AVERAGE BALANCES, INTEREST RATES AND YIELDS

The following table presents for the periods inthdathe total dollar amount of interest income frawerage interest-earning assets and the
resultant yields, as well as the interest expensaverage interest-bearing liabilities, expressatl in dollars and rates. No tax equivalent
adjustments have been made. Non-accruing loansbesreincluded in the table as loans carrying a yeid.

YEAR ENDED SEPTEMBER 30,

(Dollars in Thousands)

INTEREST-EARNING ASSETS
Loans receivable(:

Mortgag-backed securities available for ¢ 317,48¢

Securities available for s¢
FHLB stock

Total interes-earning asse!
Nor-interes-earning asse!

Total asset

INTEREST -BEARING LIABILITIES
Demand, NOW and money mar

demand depos
Savings deposi
Time deposit
FHLB advance
Other borrowed mong

Total interes-bearing liabilities
Nor-interes-bearing:
Deposit

Liabilities

Total liabilities
Shareholde’ equity

Total liabilities and sharehold¢ equity
Net interes-earning asse!

Net interest incom
Net interest rate sprei

Net yield on average inter-earning assel

Average intere-earning assets to avere
interes-bearing liabilities

2004 2003 2002
Average Interest Average Interest Average Interest
Outstanding Earned Yield Outstanding Earned Yield Outstanding Earned Yield
Balance /Paid /Rate Balance /Paid /Rate Balance /Paid /Rate
$374,45( $24,26( 6.48% $343,87¢ $24,09¢ 7.01% $338,73( $25,31¢« 7.47%
10,871 3.4z 288,56( 9,90C 3.4: 146,43! 8,37¢ 5.7z
38,88¢ 82¢ 2.1: 38,62 894 2.31 42,27 1,51 3.5¢
10,36: 221  2.1: 9,18¢ 28€¢ 3.11 6,861 228 3.3¢
741,18 $36,18( 4.88% 680,25( $35,17¢ 5.17% 534,30' $35,43¢ 6.62%
34,47 37,73 32,374
$775,66: $717,98 $566,67!
$112,81° $ 1,28¢ 11806 $95,11¢ $ 1,09¢ 1.1€% $74,65¢ $ 1,261 1.6%
36,23¢ 475 1.31 17,23¢ 207 1.2C 14,58: 23¢ 1.6
304,32: 7,878 2.5¢ 273,21 9,18t 3.3¢€ 252,60t 11,96( 4.7:
203,13 7,54¢ 3.7z 176,96 7,297 4.1Z 118,41! 6,891 5.8z
49,28 1,227 2.4¢ 88,20¢ 1,66 1.8¢ 49,28¢ 1,38¢ 2.81
705,79° $18,411 2.61% 650,74, $19,451 2.9%9% 509,54° $21,73¢ 4.27%
19,41¢ 15,37¢ 10,10¢
4,582 6,97¢ 3,501
729,79¢ 673,09: 523,15!
45,86¢ 44,89: 43,52¢
$775,66: $717,98 $566,67!
$ 35,39 $ 29,50! $ 24,75
$17,76¢ $15,72¢ $13,70(
2.27% 2.1&% 2.31%
2.4(% 2.31% 2.56%
105.0% 104.5% 104.8t%




(1) Calculated net of deferred loan fees (which areot material), loan discounts, loans in process anallowance for loan losses.
NET INTEREST INCOME

Net interest income for the year ended Septembe2@™ increased by $2,041,000, or 13.0%, to $B700® compared to $15,728,000

the period ended September 30, 2003. The increaset interest income reflects a $60.9 million @age in the average balance of interest-
earning assets, and an increase in the net yiedd@rage earning assets. The net yield on aveerging assets increased to 2.40% for the
period ended September 30, 2004 from 2.31% fosdinee period in 2003. The increase in net yieldvamage earning assets was due
primarily to balance sheet growth during the yeatha result of the growth in loans receivable. @herage interest rate spread between loan:
and deposits increased to 4.35% for the fiscal gaded September 30, 2004 from 4.29% for the puswear. The increase in spread reflects
a reduction in the average cost of deposits dam tiocrease in the level of lower cost transactideposit accounts and an increased
percentage of originated commercial loans at radftihigher yields during the period. Interest safgarticularly at the shorter end of the yield
curve, increased during the last half of fiscal£20@anagement believes interest rates in fiscab20il more likely increase than decrease.
This should result in an increase in both inteiesdtme and in interest expense during the comirag, yehich combined with continued

growth in shorter term adjustable loans and lovest deposits, would increase net interest income.

INTEREST AND DIVIDEND INCOME

Interest and dividend income for the year endede®elper 30, 2004 increased $1,001,000, or 2.8%36¢180,000 from $35,179,000 for the
same period in 2003. The increase was due prim@rigyn increase of $840,000 in interest and divddem investments which was the result
of an increase of $30,366,000 in the average balahthese assets during the period. Addition#lfigre was an increase of $161,000 in
interest income from loans receivable which wasréisellt of an increase of $30,571,000 in the avelmdance of loans receivable during the
period. The yield on loans receivable decrease®®¥ during the period, which partially offset iherease in income from the higher
average balance.
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MANAGEMENT’S DISCUSSION AND ANALYSIS
INTEREST EXPENSE

Interest expense decreased $1,040,000, or 5.3%48td11,000 for the year ended September 30, 2004 $19,451,000 for the 2003. Inter
expense on deposits decreased by $851,000 duerijtyitnea decrease in the average rates paid oosiespduring the period from 2.72% to
2.13%, which was partially offset by a $67,804,0@fease in the average balance of deposits betthegreriods. Interest expense on FHLB
advances and other borrowings decreased by $188100ty the period, due to a decrease of $12,783/Dthe average balance outstanding
during the period, which was partially offset byiaarease in the average cost from 3.38% to 3.48%.

PROVISION FOR LOAN LOSSES

The provision for loan losses for the year endgute&Saber 30, 2004 was $489,000 compared to $350¢0@Re same period in 2003.
Management believes that, based on a detailedwenfiehe loan portfolio, historic loan losses, @ntreconomic conditions, growth of the
loan portfolio, and other factors, the current lesfeprovision for loan losses, and the resultiegdl of the allowance for loan losses, reflects
an adequate allowance against probable lossestfretan portfolio at such date.

Economic conditions in the agricultural sectbthe Company’s market area are currently stdbieto record yields and modest
deterioration in commaodity prices. The agricultugabnomy is accustomed to commodity price fluctuetiand is generally able to handle
such fluctuations without significant problem. Hoxee, an extended period of low commodity pricesldaasult in weakness of the
Company’s agricultural loan portfolio and couldateea need for the Company to increase its allowvéorcloan losses through increased
charges to provision for loan losses.

During recent years, the Company has inceeds@®rigination and purchase of multi-family as@mmmercial real estate loans and has
increased its origination of commercial businessit The Company anticipates activity in this tgpkending to continue in future years.
While generally carrying higher rates, this lendaugivity is considered to carry a higher levetisk due to the nature of the collateral and
size of individual loans. As such, the Companyajpéites continued increases in its allowance fan losses as a result of this lending
activity.

Although the Company maintains its allowafardoan losses at a level that it considers tadequate, there can be no assurance that
future losses will not exceed estimated amountthatradditional provisions for loan losses wilt be required in future periods. In addition,
the Company’s determination of the allowance fanléosses is subject to review by its regulatommages, which can require the
establishment of additional general or specifiowiinces.

NON-INTEREST INCOME

Nor-interest income increased by $41,000, or 1.1%3t6%6,000 for the year ended September 30, 2004 $2,555,000 for the same per

in 2003. The increase in non-interest income igéisealt of the sale of the Company’s branch officBanson, lowa, which resulted in a

profit of $1,113,000. This profit was substantiafifset by decrease in gain on the sale of loaais, gn sales of securities available for sale,
deposit service charges and other income, whicredsed by $661,000, $242,000, $49,000 and $57880ectively. The decrease in gain

the sale of loans reflects a lower volume of o@giions of 1-to-4 family, fixed rate loans during thear due to the slow down in the mortgage-
refinancing market. The decrease in the gain anafadecurities available for sale is due to nauggcsales having taken place during the
year. The decrease in other -interest income was the result of a mesurring gain of $177,000 during the previousdlsear on the sale |

a building formerly used as a drive up facilityidtanticipated that fiscal 2005 will produce additl deposit related service charges with
continued growth in checking balances and highezlgeof gains on the sale of loans due to an iseréaone-to-four family lending activity.

NON-INTEREST EXPENSE

Nor-interest expense increased by $972,000, or 7 ©%i4,831,000 for the year ended September 30, 20601$13,858,000 for the same
period in 2003. The increase in non-interest expgmisnarily reflects the costs associated withdiaet-up of operations for Meta Payment
Systems, opening of the second banking office augFalls, South Dakota, and additional staffinghi@ lending departments. These
increases were partially offset by $501,000 in pyepent fees associated with the early extinguishmielRHLB advances incurred in fiscal
2003, which did not recur in fiscal 2004.

INCOME TAX EXPENSE

Income tax expense increased by $380,000, or 220/%2,059,000 for the year ended September 30} 26én $1,678,000 for the same
period in 2003. The increase in income tax expeefects the increase in the level of taxable inedratween the comparable periods.

COMPARISON OF OPERATING RESULTS FOR THE YEARS ENDED SEPTEMBER 30, 2003 AND SEPTEMBER 30, 2002



GENERAL

Net income for the year ended September 30, 20f8ased $1,240,000, or 57.5%, to $3,397,000, frdjh5#,000 for the same period ent
September 30, 2002. The increase in net incomectsfan increase in net interest income, an inengasoninterest income and a decreas
provision for loan losses, which were partiallyseff by an increase in non-interest expense.

NET INTEREST INCOME

Net interest income for the year ended Septembe2@IB increased by $2,029,000, or 14.8%, to $B500® compared to $13,699,000

the period ended September 30, 2002. The increaset interest income reflects a $145.9 millioréase in the average balance of interest-
earning assets, which was partially offset by aekse in the net yield on average earning asse¢sndt yield on average earning assets
decreased to 2.31% for the period ended Septenth@083 from 2.56% for the same period in 2002. dberease in net yield on average
earning assets was due primarily to balance shieettly during the year through the purchase of sgesiiavailable for sale funded primarily
with borrowings, which provided a net interest spreelatively lower than the spread received ordbmpany’s loans and deposits. The
average interest rate spread between loans anditiejmzreased to 4.29% for the fiscal year endgute8nber 30, 2003 from 3.53% for the
previous year. This increase reflects a reductiathé average cost of deposits due to an increatbe ilevel of transactional deposit accounts
and an increased percentage of originated comnhévaias at relatively higher yields during the pei
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INTEREST AND DIVIDEND INCOME

Interest and dividend income for the year endede®elper 30, 2003 decreased $254,000, or 0.7%, td $3H00 from $35,433,000 for the
same period in 2002. The decrease is due primardgy$1,215,000 decline in interest income fronm#oegeceivable as a result of a decrease in
the average yield on these assets during the parimidecrease was partially offset by a $902,80feRse in interest income on securities
available for sale due to a higher average balahtieese assets during the period.

INTEREST EXPENSE

Interest expense decreased $2,283,000 or 10.5$49td51,000 for the year ended September 30, 2088%$21,734,000 for the same period
in 2002. Interest expense was reduced due primardy$2,968,000 decrease in interest expensemside as a result of a decline in the
average rates paid on deposits during the peribe.dEcrease was partially offset by a $685,00@asw in interest expense on FHLB
advances and other borrowings due to an increa$e iaverage balance outstanding during the period.

PROVISION FOR LOAN LOSSES

The provision for loan losses for the year endguté&@rber 30, 2003 was $350,000 compared to $1,09000@he same period in 2002.
Management believes that, based on a detailedwenfithe loan portfolio, historic loan losses, @ntreconomic conditions, and other factors,
the current level of provision for loan losses, #melresulting level of the allowance for loan Esgeflects an adequate allowance against
probable losses from the loan portfolio at suckedat

NON-INTEREST INCOME

Nor-interest income increased by $774,000, or 27.8%3t555,000 for the year ended September 30, 2668%$2,781,000 for the same
period in 2002. The increase in non-interest incoeflects a $168,000 increase in service chargdscted on deposit accounts, and a
$334,000 increase in gain on sales of loans. Ttrease also reflects a gain on sale of securitieable for sale in the amount of $243,000
during fiscal 2003 compared to a gain on sale 6{@® in the previous year. Other nioterest income increased $177,000 for the yeaed
September 30, 2003 compared to the previous yeapdumarily to a gain on the sale of a buildingnfierly used as a drive-up branch facility.

NON-INTEREST EXPENSE

Nor-interest expense increased by $1,590,000, or 1,3®%4 3,858,000 for the year ended September(IB8 ffom $12,268,000 for the
same period in 2002. The increase in non-intevgstrese primarily reflects the costs associated apning new offices during the period. In
November 2001, the Company opened its third Desbgilowa, location and in November 2002, the Cammgened its newly construct
facility in Urbandale, lowa, which serves as thepany’s Des Moines area main office. Nioterest expense also increased by $501,00
to prepayment fees associated with the early exisignent of FHLB advances that were repaid in aactjon with the sale of securities
available for sale and early repayments receiveldams.

INCOME TAX EXPENSE

Income tax expense increased by $712,000, or 730/%4,,678,000 for the year ended September 3® 206én $966,000 for the same per|
in 2002. The increase in income tax expense reflbet increase in the level of taxable income betwbe comparable periods.

CRITICAL ACCOUNTING POLICY

The Company’s financial statements are preparedéordance with accounting principles generallyepted in the United States of America.
The financial information contained within thesatsments is, to a significant extent, financiabmifation that is based on approximate
measures of the financial effects of transactiorsevents that have already occurred. Based aotitsideration of accounting policies that
involve the most complex and subjective decisiard assessments, management has identified itsamidsal accounting policies to be that
related to the allowance for loan losses and asg®tirment judgements including the recoverabihityoodwill.

The Company’s allowance for loan loss methagipincorporates a variety of risk consideratidnsth quantitative and qualitative in
establishing an allowance for loan loss that mamege believes is appropriate at each reporting daaantitative factors include the
Company’s historical loss experience, delinquemay eéharge-off trends, collateral values, changemirtperforming loans, and other factors.
Quantitative factors also incorporate known infotisraabout individual loans, including borrowershsitivity to interest rate movements.
Qualitative factors include the general economidremment in the Company’s markets, including egsoitoconditions throughout the
Midwest and in particular, the state of certainustties. Size and complexity of individual creditselation to loan structure, existing loan
policies and pace of portfolio growth are otherljagve factors that are considered in the methogip As the Company adds new prodt



and increases the complexity of its loan portfaliovill enhance its methodology accordingly. Maaatent may report a materially different
amount for the provision for loan losses in theéesteent of operations to change the allowance fam losses if its assessment of the above
factors were different. This discussion and analgbiould be read in conjunction with the Compafipancial statements and the
accompanying notes presented elsewhere hereirglhasithe portion of this Management’s Discussind Analysis section entitled “Asset
Quality.” Although management believes the levélthe allowance as of both September 30, 2004 apde®ber 30, 2003 were adequate to
absorb probable losses inherent in the loan partfaldecline in local economic conditions, or otfaetors, could result in increasing losses.

Goodwill represents the excess of acquisitiosts over the fair value of the net assets aeduir a purchase acquisition. Goodwill is
tested for impairment at least annually.

ASSET/LIABILITY MANAGEMENT AND MARKET RISK
QUALITATIVE ASPECTS OF MARKET RISK

As stated above, the Company derives its inconmaguiiy from the excess of interest collected oveeriest paid. The rates of interest the
Company earns on assets and pays on liabilitiesrgiy are established contractually for a peribtroe. Market interest rates change over
time. Accordingly, the Company’s results of opera$, like those of most financial institution hoidicompanies and financial institutions,
are impacted by changes in interest rates andhtbeest rate sensitivity of its assets and liabgit The risk associated with changes in interest
rates and the Company’s ability to adapt to thésmges is known as interest rate risk and is thepaay’s only significant “market” risk as
defined in rules adopted by the Securities and &xgh Commission.
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QUANTITATIVE ASPECTS OF MARKET RISK

In an attempt to manage the Company’s exposurkaonges in interest rates and comply with applicedagilations, we monitor the
Company’s interest rate risk. In monitoring inténede risk, we analyze and manage assets antitiebbased on their payment streams and
interest rates, the timing of their maturities, éimeir sensitivity to actual or potential changesnarket interest rates.

An asset or liability is interest rate semsitwithin a specific time period if it will maturer reprice within that time period. If the
Companys assets mature or reprice more rapidly or to atgreextent than its liabilities, then net poribolialue and net interest income wc
tend to increase during periods of rising ratesdeatease during periods of falling interest ra@mversely, if the Company’s assets mature
or reprice more slowly or to a lesser extent thatiabilities, then net portfolio value and neteirest income would tend to decrease during
periods of rising interest rates and increase duperiods of falling interest rates.

The Company currently focuses lending efftotgard originating and purchasing competitivelicpd adjustable-rate and fixed-rate loan
products with short to intermediate terms to mégugenerally 5 years or less. This theoreticallgves the Company to maintain a portfolio
of loans that will be relatively sensitive to chardn the level of interest rates while providingeasonable spread to the cost of liabilities |
to fund the loans.

The Company’s primary objective for its intraent portfolio is to provide the liquidity necepsto meet the funding needs of the loan
portfolio. The investment portfolio is also usedlie ongoing management of changes to the Compasg&t/liability mix, while contributing
to profitability through earnings flow. The investnt policy generally calls for funds to be invesédong various categories of security ty
and maturities based upon the Company’s needdoidity, desire to achieve a proper balance betwei@mizing risk while maximizing
yield, the need to provide collateral for borronsngnd to fulfill the Compar's asset/liability management goals.

The Company'’s cost of funds responds to chsutyinterest rates due to the relatively shartvteature of its deposit portfolio, and due to
the relatively short-term nature of a portion sftibrrowed funds. Consequently, the results ofaijmers are generally influenced by the level
of short-term interest rates. The Company offei@ge of maturities on its deposit products at cglitipe rates and monitors the maturities
on an ongoing basis. The Company uses borrowed fiamndoth the purchase of investment securitiesfanday-to-day cash management.

The Company emphasizes and promotes itsgavimoney market, demand and NOW accounts andecubjmarket conditions,
certificates of deposit with maturities of threentits through five years, principally in its primanarket area. The savings and NOW
accounts tend to be less susceptible to rapid @saingnterest rates.

In managing its asset/liability mix, the Ccemng, at times, depending on the relationship betieeg- and short-term interest rates,
market conditions, and consumer preference, mayeamewhat greater emphasis on maximizing itderest margin than on strictly
matching the interest rate sensitivity of its assetd liabilities. Management believes the incréamt income that may result from an
acceptable mismatch in the actual maturity or cépgi of its asset and liability portfolios cantiates, provide sufficient returns to justify the
increased exposure to sudden and unexpected irsreamterest rates that may result from suchsamaich. The Company has established
limits, which may change from time to time, on teeel of acceptable interest rate risk. There aandassurance, however, that in the event
of an adverse change in interest rates, the Con'gaffgrts to limit interest rate risk will be suessful.

NET PORTFOLIO VALUE

The Company uses a net portfolio value (“NPV”) aygmh to the quantification of interest rate riskisTapproach calculates the difference
between the present value of expected cash flaams &ssets and the present value of expected cagh filom liabilities, as well as cash
flows from off-balance-sheet contracts. Managenoétihe Companys assets and liabilities is performed within thatest of the marketplac
but also within limits established by the Boarddafectors on the amount of change in NPV that eptable given certain interest rate
changes.

Presented below, as of September 30, 20026038, is an analysis of the Company’s interest nigk as measured by changes in NPV for
an instantaneous and sustained parallel shiftdryigld curve, in 100 basis point increments, ug @own 200 basis points. As illustrated in
the table, the Company’s NPV at September 30, 2i®tmore sensitive to decreasing interest ratestthasing interest rates. This reflects
management’s efforts to maintain the Company’sé@sterate sensitivity in light of the events of tast six months. During this period market
interest rates first increased, particularly atldrger end of the yield curve, from historicalowl levels, due to concerns over né&amm future
increases in inflation. Then, while the Federal @parket Committee began to increase shemt interest rates, back to a more normal l¢
longer term rates moderated creating a flattenirntgé yield curve. While management does not goatei a significant shift in market interest
rates in the near future, it does believe thatetligetess risk from declining interest rates thamfrising interest rates, and interest rate risk
management has reflected this belief.



Change in Interest Rat¢ Board Limit At September 30, 200 At September 30, 200
(Basis Points % Change $ Change % Change $ Change % Change
Dollars In Thousands

+20C b (40)%  $(5,47)) (12%  $ (6,067 (19)%

+10C b (25) (1,580) (3) (2,457 (8)

( — — — — —

-10C bg (25) (3,130 7 1,08t 3

- 20C b (40) (5,63)) (12) 92t 8
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Certain shortcomings are inherent in the webibf analysis presented in the table. For exangileough certain assets and liabilities may
have similar maturities or periods to repricinggythmay react in different degrees to changes irketamterest rates. Also, the interest rates on
certain types of assets and liabilities may flutgua advance of changes in market interest ratleie interest rates on other types may lag
behind changes in market rates. Additionally, ¢eré@sets such as adjustatdée mortgage loans have features that restrictgesain interes
rates on a short-term basis and over the life ®Btfset. Further, in the event of a change indsteates, prepayments and early withdrawal
levels would likely deviate from those assumedaltalating the table. Finally, the ability of sofnerrowers to service their debt may
decrease in the event of an interest rate incrddmeCompany considers all of these factors in tooing its exposure to interest rate risk.

Management reviews the OTS measurementsedated peer reports on NPV and interest rate misk quarterly basis. In addition to
monitoring selected measures of NPV, managementnadsitors the effects on net interest income tagufrom increases or decreases in
interest rates. This measure is used in conjunetitnNPV measures to identify excessive interags risk.

ASSET QUALITY

It is management’s belief, based on informationilatsée at fiscal year end, that the Company’s aquiresset quality is satisfactory. At
September 30, 2004, non-performing assets, camgisfinon-accruing loans, accruing loans delinqg@éndays or more, restructured loans,
foreclosed real estate, and repossessed consuopary; totaled $729,000, or 0.09% of total asseisipared to $2,175,000, or 0.28% of
total assets, for the fiscal year ended 2003.

Non-accruing loans at September 30, 2004idt&lamong others, a commercial real estate lotireiamount of $417,000 secured by a
casino and an agricultural operating loan in thewam of $291,000 secured by agricultural land.

There were no foreclosed properties or reggses] assets on the Company'’s books at Septem20@B0

The Company maintains an allowance for laesés because of the potential that some loansatde repaid in full. (See Note 1 of
Notes to Consolidated Financial Statements.) At&Saper 30, 2004, the Company had an allowance#or losses in the amount
$5,371,000 as compared to $4,962,000 at Septerdb@083. Management’s periodic review of the adegud the allowance for loan losses
is based on various subjective and objective fadtwluding the Company’s past loss experiencewknand inherent risks in the portfolio,
adverse situations that may affect the borrowdsikta to repay, the estimated value of any undedycollateral, and current economic
conditions. While management may allocate portmfithe allowance for specifically identified probidoan situations, the majority of the
allowance is based on judgmental factors relatebddmverall loan portfolio and is available foydoan charge-offs that may occur.

In determining the allowance for loan losskse,Company specifically identifies loans thatahsiders to have potential collectibility
problems. Based on criteria established by Stateofdfinancial Accounting Standards (SFAS) No. 1dane of these loans are consider¢
be “impaired” while others are not considered tarbpaired, but possess weaknesses that the Contygdinyes merit additional analysis in
establishing the allowance for loan losses. Aleotleans are evaluated by applying estimated ktsssrto various pools of loans. The
Company then analyzes other factors (such as edoreamditions) in determining the aggregate amaidnhe allowance needed.

At September 30, 2004, $197,000 of the altoveafor loan losses was allocated to impaired I§¢8ee Note 4 of Notes to Consolidated
Financial Statements), $1,256,000 was allocatedetatified problem loan situations, and $3,918,0G3 allocated as a reserve against losses
from the overall loan portfolio based on historilzeds experience and general economic conditionSefstember 30, 2003, $312,000 of the
allowance for loan losses was allocated to impdmeads, $1,522,000 was allocated to identified f@wbloan situations, and $3,128,000 was
allocated as a reserve against losses from thalbl@an portfolio based on historical loss expece and general economic conditions.

The September 30, 2004 allowance for loase®shat was allocated to impaired loans was $007y0hich is 30.2% of impaired loans as
of that date. The September 30, 2003 allowanceatkal to impaired loans was $312,000, which is®@%5impaired loans at that date. The
decrease in the dollar amount and percentage @ilibeated allowance is a result of the resolutba number of impaired loans during the
year and specific analysis performed on a-by-loan basis as described above.

The September 30, 2004 allowance allocatexdHer identified problem loan situations was $86,280 as compared to $1,522,000 at
September 30, 2003, a decrease of $266,000. Theadecin the dollar amount of the allocated allaveas due to a relative decrease in
identified problem loan situations between thegmsiand is the result of a specific analysis peréat on a loan-by-loan basis as described
above.

The portion of the September 30, 2004 allaxeahat was not specifically allocated to indivibiaans was $3,918,000 as compared to
$3,128,000 at September 30, 2003, an increase® &J0. The increase primarily reflects overallvgitoin the loan portfolio and a change
the composition of the loan portfolio, which reddame-to-four family residential mortgage loans ameased commercial and multi-family
real estate loans and operating lo:



LIQUIDITY AND SOURCES OF FUNDS

The Company’s primary sources of funds are depdsitsowings, principal and interest payments @nand mortgage-backed securities,
and maturing investment securities. While schedldad repayments and maturing investments arevelatpredictable, deposit flows and
early loan repayments are influenced by the lef/@iterest rates, general economic conditions, Gmdpetition.

The Company relies on competitive pricingi@es, advertising and customer service to atmadtretain its deposits and only solicits
these deposits from its primary market area. Baseits experience, the Company believes that gsip@ok savings, money market savings
accounts, NOW and regular checking accounts aatively stable sources of deposits. The Compantyiliéyato attract and retain time
deposits has been, and will continue to be, sicgnifily affected by market conditions. However, @empany does not foresee significant
funding issues resulting from disintermediatioritefportfolio of time deposits.
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First Midwest Financial, Inc. and Subsidiaries
MANAGEMENT’S DISCUSSION AND ANALYSIS

First Federal and Security are required bylagn to maintain sufficient liquidity to assuteeir safe and sound operation. In the opinion
of management, both First Federal and Securitynacempliance with this requirement.

Liquidity management is both a daily and ldagnm function of the Company’'management strategy. The Company adjusts itstimeat:
in liquid assets based upon management’s assessfm@nexpected loan demand, (ii) the projectedikmbility of purchased loan products,
(iii) expected deposit flows, (iv) yields availalba interest-bearing deposits, and (v) the objestof its asset/liability management program.
Excess liquidity is generally invested in intereatning overnight deposits and other short-terneganent agency obligations. If the
Company requires funds beyond its ability to getgetlaem internally, it has additional borrowing aaipy with the FHLB and has collateral
eligible for use with reverse repurchase agreem@&his Company is not aware of any significant teeimithe Company’s liquidity or its
ability to borrow additional funds if needed.

The primary investing activities of the Compaare the origination and purchase of loans aagthchase of securities. During the years
ended September 30, 2004, 2003 and 2002, the Conapiginated loans totaling $295.5 million, $324nilion and $299.9 million,
respectively. Purchases of loans totaled $39.5anjl$26.2 million and $27.1 million during the ys#&nded September 30, 2004, 2003 and
2002, respectively. During both fiscal 2004 anddl2003, the mix of loans outstanding changed) wammercial and multi-family real
estate loans, commercial business loans and condoams increasing while one-to-four family resiti@hmortgage loans and agricultural
loans decreased. (See Note 4 of Notes to Consafiddhancial Statements.) During the years endete8tdber 30, 2004, 2003 and 2002, the
Company purchased mortgage-backed securities &ied stcurities available for sale in the amour#i4f.2 million, $431.7 million and
$135.5 million, respectively. (See Note 3 of Ndte€onsolidated Financial Statements.)

At September 30, 2004, the Company had qudsig commitments to originate and purchase lo&$60.2 million. (See Note 14 of
Notes to Consolidated Financial Statements.) Geat#s of deposit scheduled to mature in one yekss from September 30, 2004 tc
$155.1 million. Based on its historical experieno@anagement believes that a significant portiosuzh deposits will remain with the
Company, however, there can be no assurance th&dmpany can retain all such deposits. Managebwigtves that loan repayment and
other sources of funds will be adequate to mee€Ctirapany’s foreseeable short- and long-term liquideeds.

The following table summarizes the Compamygmificant contractual obligations at SeptemberZiD4 (in thousands):

Contractual Obligations Total Less than 1 yea 1to 3 year: 3to 5 year: More than 5 years
Time deposit: $ 264,75t $ 155,13t $ 89,617 $ 18,95 $ 1,05(C
Long-term debr 258,79¢ 113,59 54,20¢ 55,00( 36,00(
Operating lease 73¢ 12t 19¢ 192 228
Subordinated debentur

Issued to capital tru 10,31( — — — 10,31(
Data processing servic 2,74¢ 57¢€ 1,152 1,02C —

Total $ 537,35 $ 269,43. $ 145170 $ 75,16 $ 47 ,58:

During July 2001, the Company’s unconsoliddtest subsidiary, First Midwest Financial Capialist |, sold $10 million in floating rate
cumulative preferred securities. Proceeds frons#ie were used to purchase subordinated debewifuFést Midwest, which mature in the
year 2031, and are redeemable at any time afterytars. The Company used the proceeds for gerwmirate purpose

On September 20, 1993, the Bank convertad faidederally chartered mutual savings and loaociesson to a federally chartered stock
savings bank. At that time, a liquidation accounasvestablished for the benefit of eligible accdwitiers who continue to maintain their
account with the Bank after the conversion. Thaitigtion account is reduced annually to the exteaut eligible account holders have redu
their qualifying deposits. At September 30, 2004, temaining liquidation account balance was apprately $2.2 million, compared to $2.6
million one year earlier.

The Company, First Federal and Security medimpliance with their capital requirements arelansidered “well capitalized” under
current regulatory guidelines. (See Note 13 of NateConsolidated Financial Statements.) The Comgaes not anticipate any significant
changes to its capital structure.

On July 7, 2003, the Company announced & stqaurchase plan authorizing the purchase of Upb@000 shares, or approximately 6%
of the Company’s outstanding shares, through opekeh and privately negotiated transactions. Onusu@, 2004 the Company announced
the expiration of the plan. A total of 17,042 sisané stock were purchased under the plan at adotlof $384,000. On August 23, 2004,



Company announced that the Board of Directors lu#itbaized the Company’s ESOP to purchase up tdd@0s8ares of the Company’s stock
through open market and privately negotiated tretig@s. The stock will be used in future distrilomis to participants in the Company’s
ESOP. Through October 31, 2004, 24,100 shares éa fiurchased under the program at a total c&83%,000.

The payment of dividends and repurchase afeshhas the effect of reducing stockholders’ ggRitior to authorizing such transactions,
the Board of Directors considers the effect thédgind or repurchase of shares would have on liguéatid capital ratios. The Banks and the
Company may not declare or pay cash dividendsieffect thereof would cause equity to be reduedovbapplicable regulatory capital
requirements, which include, in the case of Fiesiétal, consideration of the liquidation balance.
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First Midwest Financial, Inc. and Subsidiaries
MANAGEMENT’S DISCUSSION AND ANALYSIS
IMPACT OF INFLATION AND CHANGING PRICES

The Consolidated Financial Statements and Notesttheresented herein have been prepared in aco®aéth generally accepted
accounting principles, which require the measurdrogfinancial position and operating results imis of historical dollars without
considering the change in the relative purchasowegr of money over time due to inflation. The prignanpact of inflation is reflected in the
increased cost of the Company’s operations. Umlikst industrial companies, virtually all the assatd liabilities of the Company are
monetary in nature. As a result, interest rateggdly have a more significant impact on a finahiriatitution’s performance than do the
effects of general levels of inflation. Interesiesado not necessarily move in the same directiotg the same extent, as the prices of goods
and services.

IMPACT OF NEW ACCOUNTING STANDARDS

The Accounting Standards Executive Committee hageid Statement of Position 03-3, Accounting fort&@erLoans or Debt Securities
Acquired in a Transfer. This Statement appliedittbans acquired in a transfer, including thosguaed in the acquisition of a bank or a
branch, and provides that such loans be accouatet fair value with no allowance for loan lossaspther valuation allowance, permitted at
the time of acquisition. The difference betweerhdémvs expected at the acquisition date and thestment in the loan should be recognized
as interest income over the life of the loan. Ifittactually required payments for principal anetiest are less than expected cash flows, this
amount should not be recognized as a yield adjugtradoss accrual, or a valuation allowance. RerGompany, this Statement is effective
for fiscal year 2006 and, early adoption, althopghmitted, is not planned. No significant impactxpected on the Company’s consolidated
financial statements at the time of adoption.

SEC Staff Accounting Bulletin (“SAB”) No. 10Bpplication of Accounting Principles to Loan Corntments, was released in March
2004. This release summarizes the SEC staff pogitigarding the application of GAAP to loan comnatits accounted for as derivative
instruments. The Company accounts for interestlogtecommitments issued on mortgage loans thdtbeiheld for sale as derivative
instruments. Consistent with SAB No. 105, the Conypeonsiders the fair value of these commitmentsetaero at the commitment date,
with subsequent changes in fair value determin&gyson changes in market interest rates. The Caoryipadoption of this bulletin had no
impact on the consolidated financial statements.

At the March 17-18, 2004 Emerging Issues Trmice (“EITF”) meeting, the Task Force reachedm@sensus on Issue No. 03-1, The
Meaning of Other-Than-Temporary Impairment andipplication to Certain Investments. EITF 03-1 pars guidance for determining the
meaning of “other-than-temporarily impaired” ansl dpplication to certain debt and equity securiti#hin the scope of Statement of
Financial Accounting Standards No. 115, AccounforgCertain Investments in Debt and Equity Secesiff*'SFAS 115") and investments
accounted for under the cost method. The guidagicioh in the Statement was originally to be effifee for the Company in the September
30, 2004 consolidated financial statements. Howereseptember 2004, the effective dates of cepaits of the Statement were delayed.
Management is currently assessing the impact atl88-1 on the consolidated financial statements.

In March 2004, the Financial Accounting Stani$ Board (“FASB”) issued an Exposure Draft, StBase Payment—an amendment of
Statements No. 123 and 95. This Statement amen@lS Skatement No. 123, Accounting for Stock-Baseth@ensation, SFAS Statement
No. 95, Statement of Cash Flows, and APB Opinion I¥%, Accounting for Stock Issued to Employees ®hjective of the amendment
SFAS No. 123 is to recognize in the financial staats the cost of employee services received ihange for equity instruments and
liabilities incurred as the result of such transats. The grant-date fair value of stock optionsilddoe determined using an option-pricing
model, and expense would be recognized over theggseriod. In October 2004, the FASB postponeddfiective date of the this proposed
standard from fiscal years beginning after DeceniBef004 to periods beginning after June 15, 2M@Enagement is reviewing the propo
standard to determine the impact on the finantééments.

FORWARD-LOOKING STATEMENTS

The Company, and its wholly-owned subsidiariestfFiexleral and Security, may from time to time makitten or oral “forward-looking
statements,” including statements contained ifilitgys with the Securities and Exchange Commissiorthis its annual report to
shareholders, in other reports to shareholdersiraather communications by the Company, whichraaele in good faith by the Company
pursuant to the “safe harbor” provisions of thes&é Securities Litigation Reform Act of 1995.

These forward-looking statements includeesitesnts with respect to the Compamnpeliefs, expectations, estimates, and intentibias,are
subject to significant risks and uncertainties, arelsubject to change based on various factarse &6 which are beyond the Company’s
control. Such statements address the followingesitgj future operating results; customer growthratehtion; loan and other product
demand; earnings growth and expectations; new ptedund services; credit quality and adequacy srkes; technology; and our
employees. The following factors, among others)dtoause the Company’s financial performance ttedihaterially from the expectations,
estimates, and intentions expressed in such foreatdng statements: the strength of the UnitedeStaconomy in general and the strength
of the local economies in which the Company corgloperations; the effects of, and changes in, trad@etary, and fiscal policies and lay



including interest rate policies of the Federaldétes Board; inflation, interest rate, market, anshetary fluctuations; the timely development
of and acceptance of new products and servicdseo€ompany and the perceived overall value of thesg@ucts and services by users; the
impact of changes in financial services’ laws aggltations; technological changes; acquisitionanges in consumer spending and saving
habits; and the success of the Company at man#gingsks involved in the foregoing.

The foregoing list of factors is not exclusiAdditional discussion of factors affecting then@pany’s business and prospects is contained
in the Company’s periodic filings with the SEC. TBempany does not undertake, and expressly disslain intent or obligation, to update
any forward-looking statement, whether written mlpthat may be made from time to time by or ohaeof the Company.
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First Midwest Financial, Inc. and Subsidiaries
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

TO THE BOARD OF DIRECTORS
FIRST MIDWEST FINANCIAL, INC. AND SUBSIDIARIES
STORM LAKE, IOWA

We have audited the accompanying consolidated balsineets of First Midwest Financial, Inc. and &lihdes as of September 30, 2004
2003, and the related consolidated statementxofe, changes in shareholders’ equity and castsffomeach of the three years in the
period ended September 30, 2004. These finanei@reents are the responsibility of the Company’sagament. Our responsibility is to
express an opinion on these financial statemersisdoan our audits.

We conducted our audits in accordance wighstandards of the Public Company Accounting Ogbtd8oard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. An audit includes examining, on glasis, evidence supporting the amounts and digids in the financial statements. An
audit also includes assessing the accounting ptesiused and significant estimates made by marageas well as evaluating the overall
financial statement presentation. We believe thataodits provide a reasonable basis for our opinio

In our opinion, the consolidated financiatements referred to above present fairly, in afterial respects, the financial position of First
Midwest Financial, Inc. and Subsidiaries as of 8eyiiter 30, 2004 and 2003, and the results of tipeirations and their cash flows for eacl
the three years in the period ended September0®d, 2n conformity with U.S. generally accepted@aatting principles.

Meadscy f llene, cor

Des Moines, lowa
October 21, 2004
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First Midwest Financial, Inc. and Subsidiaries

CONSOLIDATED BALANCE SHEETS

SEPTEMBER 30, 2004 AND 200:

200¢ 200:
ASSETS
Cash and due from bar $ 1,591,98 $ 2,090,22:
Interes-bearing deposits in other financial institutic 7,344,58 7,666,59:
Total cash and cash equivalents 8,936,56! 9,756,81!
Securities available for s: 322,523,57 366,075,03
Loans receivable, net of allowance for lézsses of $5,370,9¢
in 2004 and $4,961,777 in 2| 404,051,37 349,691,99
Loans held for sa 270,00( 1,126,311
Federal Home Loan Bank (FHLB) stock, att 11,052,70 10,930,30
Accrued interest receivat 3,849,21! 3,932,071
Premises and equipment, 11,690,43 11,353,36
Foreclosed real est: — 1,109,33
Bank owned life insuran 11,847,42 11,301,39
Other asse 6,577,22 7,008,50!
Total assets $780,798,52 $772,285,12
LIABILITIES AND SHAREHOLDERS ' EQUITY
LIABILITIES
Nonintere-bearing demand depos $ 19,537,37 $ 17,457,66
Savings, NOW and money market demand dex 177,287,97 119,497,88
Time certificates of depo: 264,755,53 298,597,19
Total deposits 461,580,87 435,552,74
Advances from FHLI 226,250,00 223,784,39
Securities sold under agreements to rese 32,549,37 57,702,03
Trust preferred securiti — 10,000,00
Subordinated debentu 10,310,00 —
Advances from borrowers for taxes and iasoe 216,33: 268,68:
Accrued interest payat 473,42t 506,86
Accrued expenses and other liabili 2,144.24; 1,439,61!
Total liabilities 733,524,25  729,254,32
COMMITMENTS AND CONTINGENCIES (NOTE 14)
SHAREHOLDERS’ EQUITY
Preferred stock, 800,000 shares authorizede issue — —
Common stock, $.01 par value; 5,200,000eshauthorized;2,957,999 sha
issued and 2,491,025 shares oustgrat September 30, 2004; 2,957,
shares issued and 2,493,949 sloaitstanding at September 30, 2( 29,58( 29,58(
Additional pai-in capital 20,678,64 20,538,87
Retained earnin—substantially restricte 36,758,25 34,057,74
Accumulated other comprehensive (lc (1,240,33)  (3,028,76)
Unearned Employee Stock Ownership Planes (394,76¢) (401,676
Treasury stock, 466,974 and 464,050 comshames, at cos
at September 30, 2004 and 200pgect/ely (8,557,11)  (8,164,96)
Total shareholders equity 47,274,26 43,030,79

Total liabilities and shareholders’ equity $780,798,52 $772,285,12



See Notes to Consolidated Financial Statements.
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First Midwest Financial, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF INCOME

YEARS ENDED SEPTEMBER 30, 2004, 2003 AND 20C

Interest and dividend incom
Loans receivable, including fe
Securities available for s¢
Dividends on FHLB stoc

Interest expenst
Deposit:
FHLB advances and other borrowi

Net interest income

Provision for loan losse

Net interest income after provision for loan losse

Noninterest income
Deposit service charges and other
Gain on sales of loans, |
Bank owned life insuran:

Gain on sales of securities available &be snef

Gain on sale of branch offi

(Loss) on sales of foreclosed real estadt

Brokerage commissio
Other incom

Noninterest expens
Employee compensation and bent
Occupancy and equipment expe
Deposit insurance premit
Data processing exper
Prepayment fee on FHLB advan
Other expens

Net income before income tax expens

Income tax expens

Net income

Earnings per common and common equivalent sl

Basic earnings per common st
Diluted earnings per common sh

2004 2002 200z
$24,259,72 $24,098,70 $25,313,82
11,698,93 10,794,14  9,891,52

221,59 286,31 228,13
36,180,25 35,179,15 35,433,49
9,639,44. 10,490,92 13,458,79
8,771,74.  8,959,83  8,275,25
18,411,18 19,450,75 21,734,05
17,769,07 15,728,40 13,699,44

488,50 350,00( 1,090,001
17,280,57 15,378,40 12,609,44
1,275,445,  1,324,76!  1,157,21

293,99 955,46¢ 621,49

596,01 628,95 671,13

— 242,56. 86,19+

1,113,23 — —

(8,752 (5,377 (42,866

98,46¢ 125,37« 181,29

227,36 283,29° 106,48:
3,595,76! 3,555,051  2,780,94
9,473,68.  8,400,50.  7,528,99
2,369,62. 2,15435!  2,077,88

66,48( 61,95( 61,50¢

723,56t 634,00t 563,48t

— 500,67 —

2,197,23 2,106,591  2,036,00
14,830,59 13,858,16. 12,267,88
6,045,74i 5075290 3,122 51
2,058,609/  1,678,28 965,88:
$ 3,987,051 $ 3,397,000 $ 2,156,62
$ 1.61 $ 1.37 $ 0.8¢
1.57 1.3€ 0.87



See Notes to Consolidated Financial Statements.
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First Midwest Financial, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

YEARS ENDED SEPTEMBER 30, 2004, 2003 AND 2002

Unearnec
Accumulated Employee
Additional Other Stock Total
Common Paid-in Retainec Comprehensive  Ownership Treasury Sharehholders’
Stock Capital Earnings Income (Loss Plan Share: Stock Equity
Balance, September 30, 2C $29,58( $20,863,37 $31,066,64 $ 338,42° $(180,00() $(8,390,81) $43,727,21
Comprehensive incorr
Net income for the year ended Septm
30, 2002 — —  2,156,62 — — — 2,156,62
Net change in net unrealized gairt a
losses or
securities available for salet of
reclassification adjustmemnd sax
effects — — — 156,40° — — 156,40
Total comprehensive income 2,313,03
Purchase of 62,447 common shares of
treasury stocl — — — — —  (843,32) (843,32)
Purchase of 10,238 common shares for E — — — — (145,89) — (145,89))
22,000 common shares committed to be
releasec
under the ESC — 24,71¢ — — 279,75l — 304,46¢
Issuance of 61,524 common shares from
treasury stocl
due to exercise of stock opti — (369,369 — — — 809,22: 439,86(
Tax benefit from exercise of stock opti — 75,03t — — — — 75,03t
Cash dividends declared on common stock
($.52 per share — —  (1,282,62) — — — (1,282,62)
Balance, September 30, 20 $29,58( $20,593,76 $31,940,64 $ 494,83: $ (46,147 $(8,424,92) $44,587,76
Balance, September 30, 20 $29,58( $20,593,76 $31,940,64 $ 494,83: $ (46,147 $(8,424,92) $44,587,76
Comprehensive incomr
Net income for the year ended Septm
30, 20083 — —  3,397,00 — — —  3,397,00.
Net change in net unrealized gait a
losses
on securities available fdesaet of
reclassification adjustmerrig
tax effec — — —  (3,523,59) — —  (3,523,59)
Total comprehensive (loss) (126,597
Purchase of 10,147 common shares of
treasury stocl — — — — —  (165,09) (165,09)
Purchase of 35,574 common shares for E — — — — (608,589 — (608,58¢)
15,000 common shares committe
be released under the ES — 10,00¢ — —  253,05( — 263,05!
Issuance of 35,292 common shares from
treasury
stock due to exercise of stock opti — (189,77() — — — 425,05: 235,28:
Tax benefit from exercise of stock opti — 124,87t — — — — 124,87t
Cash dividends declared on comr
stock ($.52 per sha — —  (1,279,91) — — —  (1,279,91)

Balance, September 30, 20 $29,58(

$20,538,87 $34,057,74 $(3,028,76) $(401,67() $(8,164,96) $43,030,79



Balance, September 30, 20 $29,58( $20,538,87 $34,057,74 $(3,028,76) $(401,67¢) $(8,164,96) $43,030,79
Comprehensive incomr
Net income for the year ended Septm
30, 2004 — — 3,987,05! — — — 3,987,05!
Net change in net unrealized gairt a
losses or
securities available for salet of
reclassification adjustmesutsl tax

effects — — — 1,788,42. — — 1,788,42.
Total comprehensive income 5,775,47.
Purchase of 39,470 common shares of

treasury stocl — — — — —  (906,65()  (906,65()
Purchase of 10,000 common shares for E — — — — (212,400 — (212,400
13,000 common shares committe

be released under the E¢ — 71,70¢ — — 219,31 — 291,01¢

Issuance of 36,546 common shares from
treasury stocl

due to exercise of stock opti — 68,057 — — — 514,50( 582,55

Cash dividends declared
common stock ($.52 per shi — —  (1,286,53) — — — (1,286,53)
Balance, September 30, 2C $29,58( $20,678,64 $36,758,25 $(1,240,33) $(394,76¢) $(8,557,11) $47,274,26

See Notes to Consolidated Financial Statements.
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First Midwest Financial, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED SEPTEMBER 30, 2004, 2003 AND 2002

200¢ 200z
CASH FLOWS FROM OPERATING ACTIVITIES
Net incom: $ 3,987,05( % 3,397,000 $ 2,15
Adjustments to reconcile net income toaath provided by operating activiti
Depreciation, amortization and ation, net 4,656,31. 3,380,211 2,18
Provision for loan loss 488,50( 350,00t 1,09
Prepayment fee on FHLB advar — 500,67
(Gain) on sales of securities aldé for sale, ne — (242,567) (8!
(Gain) on sales of branch ofi (1,113,23)) —
(Gain) on sales of office propertgf — (134,700
Proceeds from sales of loans haldéle 18,043,20 76,465,66 22,10
Originations of loans held for s (16,892,90) (75,381,54) (22,74
(Gain) on sales of loans, (293,999 (955,469 (62
(Gain) loss on sales of foreclossal estate, n¢ 8,752 5,372 4.
Net change i
Accrued interest receive 77,34% 388,43t 43
Other ass: (864,59 (809,716 (83
Accrued interest paya (33,439 (164,177 (19
Accrued expenses and dihbilities 710,75¢ 451,81¢ 4
Net cash provided by operating activities 8,773,76! 7,251,02. 3,57
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of securities available for (46,204,35) (431,711,57) (135,4¢
Proceeds from sales of securities availtdyleale — 90,473,56 7,46
Proceeds from maturities and principal yepants of securities available for s 89,167,76 185,761,34 54,27
Loans purchast¢ (39,542,10) (26,162,84) (27,10
Net change in loal (16,106,77) 17,696,05 16,40
Proceeds from sales of foreclosed reate 1,158,93! 631,15¢ 31
Proceeds from sale of office buildi — 197,16¢
Cash transferred to buyer on sale of br: (14,154,35) —
Purchase of shares by ES (212,400 (608,589)
Purchase of FHLB stor (7,879,201 (7,786,601 (44
Proceeds from redemption of FHLB st 7,756,801 3,698,901
Purchase of premises and equipr (1,364,92) (1,254,81) (2,53
Net cash (used in) investing activities (27,380,62) (169,066,23) (87,11
CASH FLOWS FROM FINANCING ACTIVITIES
Net change in noninter-bearing demand, savings, NOW and money market de heposit 66,183,85 34,607,34 11,69
Net change in time depos (24,052,97) 45,165,64 5,29

Proceeds from advances from FF+

Repayments of advances from FF

Net change in securities sold under agregsite repurchas
Net change in advances from borrowersa®es$ and insuranc
Cash dividends pa

Proceeds from exercise of stock opti

Purchase of treasury stc

2,414,190,00 1,219,200,00 275,52
(2,411,724,39) (1,121,006,27) (276,7€

Net cash provided by financing activities

Net change in cash and cash equivalen

CASH AND CASH EQUIVALENTS

(25,152,65)  (12,474,19) 68,18
(46,60%) (87,20%) o
(1,286,53)  (1,279,91) (1,28
582,55° 235,28: 43
(906,65() (165,09) (84
17,786,61  164,19559 82,14
(820,24¢) 2,380,38 (1,38



Beginning of yee

End of yea

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year f
Interes
Income taxe

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING ACTIVITI ES
Loans transferred to foreclosed real e:

SALE OF BRANCH

Assets dispose
Loan
Accrued interest receiva
Premises and equipm

Liabilities assumed by buyt
Noninterest bearing demand, saviNg3W and money market demand accol
Time deposi
Advances from borrowers for taxed asuranci
Other liabilitie

Gain on sale of branch offi

Cash paid

9,756,81! 7,376,43. 8,76

8,936,56! $ 9,756,81!'$ 7,37

$

18,444,622 $
2,213,42i

19,614,92 $ 21,93
1,757,441 88

58,34¢ $ 418,06: $ 74

(730,702
(5,515
(110,81

6,314,061
9,788,68:
5,74¢
6,12€
(1,113,23)

14,154,35

See Notes to Consolidated Financial Statements.
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First Midwest Financial, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIE S
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include to®ants of First Midwest Financial, Inc. (the Comgppga bank holding company located in
Storm Lake, lowa, and its wholly-owned subsidiaridsch include First Federal Savings Bank of theWist (the Bank or First Federal), a
federally chartered savings bank whose primarylegguis the Office of Thrift Supervision, SecurBjate Bank (Security), a state chartered
commercial bank whose primary regulator is the Faldeeserve, First Services Financial Limited amdd&ings Service Corporation, which
offer brokerage services and non-insured investimpeagucts, First Services Trust Company, whichrsffarious trust services, and, for 2003
and 2002, First Midwest Financial Capital Trusihich was capitalized in July 2001, for the purpobissuing trust preferred securities (See
Note 10). All significant intercompany balances érahsactions have been eliminat

NATURE OF BUSINESS, CONCENTRATION OF CREDIT RISK AN D INDUSTRY SEGMENT INFORMATION

The primary source of income for the Company isnest from the purchase or origination of consum@mmercial, agricultural, commercial
real estate, and residential real estate loansN8te4 for a discussion of concentrations of dradk. The Company accepts deposits from
customers in the normal course of business prignarihorthwest and central lowa and eastern SoatkoEa. The Company operates prime
in the banking industry which accounts for morentB@% of its revenues, operating income and asa#ide the Company’s management
monitors the revenue streams of the various Compargucts and services, operations are managefiramtial performance is evaluated
a Company-wide basis. Accordingly, all of the Comyga banking operations are considered by managetodie aggregated in one
reportable operating segment.

Assets held in trust or fiduciary capacity ao¢ assets of the Company and, accordingly, aréoluded in the accompanying consolide
financial statements.

USE OF ESTIMATES IN PREPARING FINANCIAL STATEMENTS

The preparation of financial statements requiresagament to make estimates and assumptions tleat #ie reported amounts of assets,
liabilities and disclosure of contingent assets latullities at the date of the financial statenseand the reported amounts of revenue and
expenses during the reporting period. Actual reszduld differ from those estimates.

CERTAIN SIGNIFICANT ESTIMATES

The allowance for loan losses and fair values ofisges and other financial instruments involvetam significant estimates made by
management. These estimates are reviewed by mapagesgularly and it is reasonably possible thaturhstances that exist at September
30, 2004, may change in the near-term future aatithte effect could be material to the consolidditeghcial statements.

CASH AND CASH EQUIVALENTS

For purposes of reporting cash flows, cash and egslvalents is defined to include the Companyshaan hand and due from financial
institutions and short-term interest-bearing detsdai other financial institutions. The Companya#p net cash flows for customer loan
transactions, deposit transactions, and secusitiesunder agreements to repurchase.

SECURITIES

The Company classifies all securities as availédisale. Available for sale securities are théee@ompany may decide to sell if needed for
liquidity, asset-liability management or other r@as Available for sale securities are reportefdiatvalue, with net unrealized gains and
losses reported as other comprehensive incomesialad as a separate component of shareholdeit/,etpt of tax.

Gains and losses on the sale of securitiedetegmined using the specific identification metivased on amortized cost and are reflected
in results of operations at the time of sale. kgéand dividend income, adjusted by amortizatigpuochase premium or discount over the
estimated life of the security using the level gigiethod, is included in income as earned.

Unrealized losses on securities determindgkttother than temporary are charged to operations.

LOANS HELD FOR SALE



Mortgage loans originated and intended for sathénsecondary market are carried at the lower sif @oestimated market value in the
aggregate. Net unrealized losses are recognizadatuation allowance by charges to income.

LOANS RECEIVABLE

Loans receivable that management has the intenalgility to hold for the foreseeable future or Untaturity or pay-off are reported at their
outstanding principal balances reduced by the @ime for loan losses and any deferred fees or oostsiginated loans.

Premiums or discounts on purchased loansmacgtaed to income using the level yield methodrahe remaining period to contractual
maturity, adjusted for anticipated prepayments.

Interest income on loans is accrued overdgha bf the loans based upon the amount of principtitanding except when serious doubt
exists as to the collectibility of a loan, in whichse the accrual of interest is discontinuedréstancome is subsequently recognized only to
the extent that cash payments are received umtihanagement’s judgment, the borrower has thetyabilimake contractual interest and
principal payments, in which case the loan is regdrto accrual status.

LOAN ORIGINATION FEES, COMMITMENT FEES, AND RELATED COSTS

Loan fees and certain direct loan origination casésdeferred, and the net fee or cost is recodrigean adjustment to interest income using
the interest method.

ALLOWANCE FOR LOAN LOSSES

Because some loans may not be repaid in full, lamwahce for loan losses is recorded. The allowdockan losses is increased by a
provision for loan losses charged to expense anrkdsed by chargaeffs (net of recoveries). Estimating the risk afdand the amount of Ic

on any loan is necessarily subjective. Managem@et'mdic evaluation of the adequacy of the allogeais based on the Company’s past loan
loss experience, known and inherent risks in thi&f@m, adverse situations that may affect therbaer’s ability to repay, the estimated va

of any underlying collateral, and current econoognditions. While management may periodically atecportions of the allowance for
specific problem loan situations, the whole alloesirs available for any loan charge-offs that occur
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First Midwest Financial, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Loans are considered impaired if full prindipainterest payments are not anticipated in ataoce with the contractual loan terms.
Impaired loans are carried at the present valwxpécted future cash flows discounted at the baffective interest rate or at the fair valu
the collateral if the loan is collateral dependé@nportion of the allowance for loan losses is @ditied to impaired loans if the value of such
loans is deemed to be less than the unpaid balHrtbese allocations cause the allowance for loages to require an increase, such increase
is reported as a component of the provision fon logses.

Smaller-balance homogeneous loans are evdlf@mtémpairment in total. Such loans include resitial first mortgage loans secured by
one-to-four family residences, residential congtaicloans, and automobile, manufactured homes ehequity and second mortgage loans.
Commercial and agricultural loans and mortgagedaamtured by other properties are evaluated ingiliigl for impairment. When analysis
borrower operating results and financial condiiiticates that underlying cash flows of the borrog/business are not adequate to meet its
debt service requirements, the loan is evaluatetrfpairment. Often this is associated with a delaghortfall in payments of 90 days or
more. Nonaccrual loans are often also considergdimad. Impaired loans, or portions thereof, argad off when deemed uncollectible.

FORECLOSED REAL ESTATE

Real estate properties acquired through, or indieloan foreclosure are initially recorded at fealue at the date of acquisition, establishii
new cost basis. Any reduction to fair value frora tarrying value of the related loan at the timaazfuisition is accounted for as a loan loss
and charged against the allowance for loan losd&dsations are periodically performed by managenagck valuation allowances are adju
through a charge to income for changes in faire@uestimated selling costs.

INCOME TAXES

The Company records income tax expense based @mtbent of taxes due on its tax return plus defetages computed based on the
expected future tax consequences of temporaryrdiftees between the carrying amounts and tax basssets and liabilities, using enacted
tax rates. A valuation allowance, if needed, redutsferred tax assets to the amount expected rieatieed.

PREMISES AND EQUIPMENT

Land is carried at cost. Buildings, furniture, €irts and equipment are carried at cost, less adatedulepreciation and amortization
computed principally by using the straight-line hreat over the estimated useful lives of the asséigh range from 15 to 39 years for
buildings and 3 to 7 years for furniture, fixtueasd equipment. These assets are reviewed for impatrunder Statement of Financial
Accounting Standards (SFAS) No. 144 when eventgate the carrying amount may not be recoverable.

BANK OWNED LIFE INSURANCE

Bank owned life insurance consists of investmemtié insurance contracts. Earnings on the cotdrae based on the earnings on the cash
surrender value, less mortality costs.

EMPLOYEE STOCK OWNERSHIP PLAN

The Company accounts for its employee stock owierdan (ESOP) in accordance with AICPA StatemérRasition (SOP) 93-6. Under
SOP 93-6, the cost of shares issued to the ESQ@Rpbyet allocated to participants, are preseirtéde consolidated balance sheets as a
reduction of shareholders’ equity. Compensatioreasp is recorded based on the market price ohtfres as they are committed to be
released for allocation to participant accounts dtiference between the market price and theafosttares committed to be released is
recorded as an adjustment to additional paid-int@laividends on allocated ESOP shares are retbas a reduction of retained earnings.
Dividends on unearned shares are used to redueetinged interest and principal amount of the ESQdzin payable to the Company.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

The Company, in the normal course of business, maeimmitments to make loans which are not reflectede consolidated financial
statements. A summary of these commitments isatied in Note 14.

GOODWILL

The Company adopted Statement of Financial Accogr8itandards (SFAS) No. 142, Goodwill and Othearigible Assets, on October 1,
2001. Prior to the adoption, the excess of cost faievalue of assets acquired was being amortized straight-line basis over its estimated
useful life. The asset is evaluated by manageneenirfpairment whenever events or changes in cirtamegs indicate that the carrying
amount of the asset may not be recoverable baséttnand circumstances related to the value toissets acquired that gave rise to



asset. After the adoption date, Statement 142 regjthat intangible assets with indefinite useftdd no longer be amortized, but instead
evaluated for impairment at least annually in adaoce with the provisions of Statement 142. The @ performed their annual
impairment analysis during 2004 and determinedédkerded goodwill of $3,403,019 was not impaired.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

The Company enters into sales of securities urgiereanents to repurchase with primary dealers evilych provide for the repurchase of the
same security. Securities sold under agreememtsrahase identical securities are collateralizeddsets which are held in safekeeping in the
name of the Bank or Security by the dealers whangied the transaction. Securities sold under agreento repurchase are treated as
financings and the obligations to repurchase sachr#ties are reflected as a liability. The sedesiunderlying the agreements remain in the
asset accounts of the Company.

EARNINGS PER COMMON SHARE

Basic earnings per common share is based on thieawehe divided by the weighted average numbeoafraon shares outstanding during
the period. ESOP shares are considered outstafatiegrnings per common share calculations asahegommitted to be released; uneal
ESOP shares are not considered outstanding. Dikaadngs per common share shows the dilutive effieadditional potential common
shares issuable under stock options.
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COMPREHENSIVE INCOME

Comprehensive income consists of net income aret attmprehensive income. Other comprehensive inéochedes the net change in net
unrealized gains and losses on securities avaifabkale, net of reclassification adjustments &xdeffects, and is also recognized as a
separate component of shareholders’ equity.

STOCK COMPENSATION

Expense for employee compensation under stockroptans is based on Accounting Principles BoardBA®pinion 25, with expense
reported only if options are granted below markatepat grant date.

SFAS No. 123, Accounting for Stock Based Compearatequires proforma disclosures for companiesdbaiot adopt its fair value
accounting method for stock-based employee comgpiendar awards granted. Accordingly, the followipgpforma information presents net
income and earnings per share had the fair valikaddeen used to measure compensation cost fik sgion plans. The exercise price of
options granted is equivalent to the market vafugnderlying stock at the grant date. Accordinglg,compensation cost was actually
recognized for stock options during 2004, 2003 20@R2.

200¢ 2007 200z
Net income as reporte $3,987,05 $3,397,00. $2,156,62
Proforma net incom 3,757,08:  3,253,60: 2,091,22.
Reported earnings per common and common equivstheme:;
Basic $ 161 $ 137 $ 0.8¢
Diluted 1.57 1.3¢€ 0.87
Proforma earnings per common and common equivalere:
Basic $ 151 $ 132 8 0.8t
Diluted 1.4¢ 1.3C 0.84

The fair value of options granted during 2004, 2808 2002 is estimated using the following weigkagdrage information: risk-free interest
rate of 4.12%, 3.53% and 3.57%, expected life pyéars, expected dividends of 2.31%, 2.41% and 3 68%ear and expected stock price
volatility of 21.94%, 22.54% and 21.36% per yeaspectively.

NEW ACCOUNTING PRONOUNCEMENTS

The Accounting Standards Executive Committee hageid Statement of Position 03-3, Accounting fort&@er_oans or Debt Securities
Acquired in a Transfer. This Statement appliedittbans acquired in a transfer, including thosguaed in the acquisition of a bank or a
branch, and provides that such loans be accouateat fair value with no allowance for loan lossaspther valuation allowance, permitted at
the time of acquisition. The difference betweerhdémvs expected at the acquisition date and thestment in the loan should be recognized
as interest income over the life of the loan. Ifittactually required payments for principal aneiest are less than expected cash flows, this
amount should not be recognized as a yield adjusgtradoss accrual, or a valuation allowance. Rer@ompany, this Statement is effective
for fiscal year 2006 and, early adoption, althopghmitted, is not planned. No significant impactxpected on the Company’s consolidated
financial statements at the time of adoption.

SEC Staff Accounting Bulletin (“SAB')o. 105, Application of Accounting Principles todarm Commitments, was released in March 2
This release summarizes the SEC staff positiorrdéugthe application of GAAP to loan commitmentsa@unted for as derivative
instruments. The Company accounts for interestlogtecommitments issued on mortgage loans thdtbgiheld for sale as derivative
instruments. Consistent with SAB No. 105, the Conypeonsiders the fair value of these commitmentsetaero at the commitment date,
with subsequent changes in fair value determinéayson changes in market interest rates. The Coryipadoption of this bulletin had no
impact on the consolidated financial statements.

At the March 17-18, 2004 Emerging Issues Tremice (“EITF”) meeting, the Task Force reached@seasus on Issue No. 03-1, The
Meaning of Other-Than-Temporary Impairment andipplication to Certain Investments. EITF 03-1 pars guidance for determining the
meaning of “other-than-temporarily impaired” ansldpplication to certain debt and equity securiti¢ghin the scope of Statement of
Financial Accounting Standards No. 115, AccounforgCertain Investments in Debt and Equity Secesifi*'SFAS 115”) and investments
accounted for under the cost method. The guidagicioh in the Statement was originally effectfeethe Company in the September



2004 consolidated financial statements. Howevegdptember 2004, the effective dates of certaits dithe Statement were delayed.
Management is currently assessing the impact ael88-1 on the consolidated financial statements.
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In March 2004, the Financial Accounting StamldeBoard (“FASB”) issued an Exposure Draft, SHAase Payment—an amendment of
Statements No. 123 and 95. This Statement amentlS SEatement No. 123, Accounting for Stock-Baseth@ensation, SFAS Statement
No. 95, Statement of Cash Flows, and APB Opinion I¥%, Accounting for Stock Issued to Employees ®hjective of the amendment
SFAS No. 123 is to recognize in the financial steats the cost of employee services received ihange for equity instruments and
liabilities incurred as the result of such trangats. The grant-date fair value of stock optionsildde determined using an option-pricing
model, and expense would be recognized over thenggseriod. In October 2004, the FASB postponeddfiective date of the proposed
standard from fiscal years beginning after DeceniBe2004 to periods beginning after June 15, 2M@Enagement is reviewing the propo
standard to determine the impact on the finant&@éments.

NOTE 2. EARNINGS PER COMMON SHARE

A reconciliation of the numerators and denominatmed in the computation of basic earnings per comshare and diluted earnings per
common share is presented below:

2002 2002 200z
Basic earnings per common she
Numerator, net incon $3,987,05 $3,397,00. $2,156,62
Denominator, weighted average common stareganding 2,498,40. 2,485,08:  2,461,40:
Less weighted average unallocated ESORS (16,729 (13,799 (8,299
Weighted average common shares outstarfidifzpsic earnings per common sh $2,481,67' $2,471,29. $2,453,10:
Basic earnings per common sh $ 161 $ 137 $ 0.8¢
Diluted earnings per common shs
Numerator, net incon $3,987,05 $3,397,00. $2,156,62
Denominator, weighted average common staretanding for basic earnings |
common sha 2,481,67° 2,471,29.  2,453,10!
Add dilutive effects of assumed exercisiestack options, net of tax benef 52,744 33,65¢ 31,42¢
Weighted average common and dilutive pedénbmmon shares outstandi $2,5634,42. $2,504,94! $2,484,53
Diluted earnings per common shi $ 157 $ 1.3¢ $ 0.817

Stock options totaling 91,315 shares, 58,566 staardsl 36,464 shares were not considered in contgpdiinted earnings per common share
for the years ended September 30, 2004, 2003 a0} 2&spectively, because they were not dilutive.

NOTE 3. SECURITIES

Year end securities available for sale were asvial!

Gross Gross
Amortized Unrealized Unrealized Fair
2004 Cost Gains Losse: Value

Debt securities
Trust preferred securiti $ 26,751,96 $ 112,27 $ (872,23) $ 25,992,01



Obligations of states and political subsiwns
Mortgag-backed securitie

Othel

Marketable equity securitie

2003

Debt securities
Trust preferred securiti
Obligations of states and political subsiwns
Mortgag-backed securitie
Othel

Marketable equity securitie

29

475,50: 6,432 — 481,93
295,672,05 761,35: (2,341,12) 294,092,28
998,65¢ 54,14: 1,052,801
323,898,17 934,20: (3,213,35) 321,619,02
602,33: 302,21¢ — 904,54¢
$324,500,51 $1,236,42( $(3,213,35) $322,523,57
Gross Gross

Amortized Unrealized Unrealized Fair

Cost Gains Losse! Value

$ 26,741,31 $ 120,20( $(3,538,25) $ 23,323,26
585,00( 21,39¢ — 606,39!
341,973,35 1,399,29° (3,088,06) 340,284,58
998,22¢ 2,711 — 1,000,941
370,297,89 1,543,60. (6,626,31) 365,215,18
602,33: 263,94 (6,429 859,84«

$370,900,23 $1,807,54! $(6,632,74) $366,075,03




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

First Midwest Financial, Inc. and Subsidiaries

Gross unrealized losses and fair value, aggredstéavestment category and length of time thatiiutlial securities have been in continuous
unrealized loss position at September 30, 2004sfellows:

2004

Debt securities
Trust preferred securiti
Mortgag-backed securitie

LESS THAN 12 MONTHS OVER 12 MONTHS TOTAL
Unrealized
Fair Fair Unrealized Fair Unrealized
Value Losse! Value Losse: Value Losse!
$ — $ — $23,879,73 $ (872,23) $ 23,879,73 $ (872,23)

34,755,36  (204,45) 196,459,63

(2,136,67) 231,215,00

(2,341,12)

$34,755,36 $(204,45) $220,339,37

$(3,008,90) $255,094,73 $(3,213,35)

For all the above investment securities, the uiredllosses are generally due to changes in inteate=s and, as such, are considered to be

temporary, by the Company.

The amortized cost and fair value of debt securitie contractual maturity are shown below. Cers&icurities have call features which allow
the issuer to call the security prior to maturlixpected maturities may differ from contractual unigies in mortgage-backed securities

because borrowers may have the right to call gayr@bligations with or without call or prepaymeetalties. Therefore these securities are
not included in the maturity categories in thedaling maturity summary.

SEPTEMBER 30, 2004

Due in one year or le:

Due after one year through five ye
Due after five years through ten ye
Due after ten yeal

Mortgagebacked securitie

Activities related to the sale of securities avaiafor sale are summarized below.

Proceeds from salt
Gross gains on sal
Gross (losses) on sal

NOTE 4. LOANS RECEIVABLE, NET

Year-end loans receivable were as follows:

Amortized Fair

Cosl Value

$ 225,00( $ 227,42!
1,249,16 1,307,30!
26,751,996 25,992,01
28,226,12 27,526,74
295,672,05 294,092,28
$323,898,17 $321,619,02

2004 2002 200z
—  $90,473,56 $7,464,70
— 342,87: 86,19
— (100,309 —

2004

200¢




One to four family residential mortgage lot
Constructior

Commercial and mu-family real estate loar
Agricultural real estate loat

Commercial business loa

Agricultural business loar

Consumer loan

Less:
Allowance for loan losst
Undistributed portion of loans in proc
Net deferred loan origination fe

30

$ 45,631,79 $ 52,192,82
29,732,20.  19,435,31
196,773,91 171,791,57
12,879,82  11,638,78
80,515,54 59,467,80
21,147,74  22,599,39
30,355,32  26,633,61

417,036,36 363,759,31

(5,370,99)  (4,961,77)
(7,342,26)  (8,895,04)
(271,72)  (210,49)

$404,051,37 $349,691,99
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Activity in the allowance for loan losses for theays ended September 30 was as follows:

2002 2002 200z
Beginning balanc $4,961,77 $4,692,98! $3,868,66
Provision for loan losse 488,50( 350,00( 1,090,00!
Recoverie: 29,21( 32,14¢ 54,24(
Chargeoffs (108,49) (113,359 (319,916
Ending balanc $5,370,99: $4,961,77 $4,692,98

Virtually all of the Company’s originated loans doelowa and South Dakota-based individuals andwmimgtions. The Company’s purchased
loans totaled approximately $91,713,000 at Septed®e2004, and were secured by properties located,percentage of total loans, as
follows: 6% in Washington, 1% in Colorado, 2% inriviesota, 2% in lowa, 1% in Wisconsin, 1% in Soustk@a, 2% in Arizona, 1% in
Missouri and the remaining 6% in 12 other staté® Tompany’s purchased loans totaled approxim&@y269,000 at September 30, 2003,
and were secured by properties located, as a gageef total loans, as follows: 8% in Washingtb¥, in Colorado, 1% in Minnesota, 2% in
lowa, 2% in Wisconsin, 1% in South Dakota, 2% ifzAna, 1% in Missouri and the remaining 3% in lHeotstates.

The Company originates and purchases comnheeaibestate loans. These loans are consideretalagement to be of somewhat greater
risk of uncollectibility due to the dependency andme production. The Company’s commercial rea@tedbans include approximately
$39,409,000 of loans secured by hotel propertiest®9,362,000 of multi-family at September 30, 200de remainder of the commercial
real estate portfolio is diversified by industnhéelCompany’s policy for requiring collateral ancagantees varies with the creditrthiness ¢
each borrower.

Impaired loans were as follows:

200: 200z
Yeal-end loans with no allowance for loan losses alled $ — 3 —
Yeal-end loans with allowance for loan losses alloc: 652,83 790,43(
Amount of the allowance allocatt 197,26! 312,35¢
Average of impaired loans during the yi 775,04 910,308

Interest income recognized during impairm — —
Cash interest collected on impaired loans was radérnal during the years ended September 30, ZBB and 2002.
NOTE 5. LOAN SERVICING

One to four family residential mortgage loans sedifor others are not reported as assets. Theduppacipal balances of these loans at \
end were as follows:

2002 200z
Mortgage loan portfolios serviced for FNNM $25,804,00 $25,957,00
Other 27,460,00 22,095,00

$53,264,00 $48,052,00

Custodial escrow balances maintained in conneetitinthe foregoing loan servicing were approximat®&1 00,000 and $112,000 at
September 30, 2004 and 2003, respectively.

NOTE 6. PREMISES AND EQUIPMENT, NET



Year end premises and equipment were as follows:

2002 2007
Land $ 2,108,38 $ 2,120,00
Buildings 9,577,96; 9,134,85!
Furniture, fixtures and equipme 5,243,72. 4,804,46.

16,930,07 16,059,32
Less accumulated depreciati (5,239,63) (4,705,95)

$11,690,43 $11,353,36

Depreciation of premises and equipment includesttupancy and equipment expense was approximz2&ly,®00, $893,000 and $825,000
for the years ended September 30, 2004, 2003 a02i P&spectively.
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NOTE 7. DEPOSITS

Jumbo certificates of deposit in denominations¥®&000 or more were approximately $84,862,00084r19,429,000 at September 30, 2004
and 2003, respectively.

At September 30, 2004, the scheduled matsiritfecertificates of deposit were as follows fog thears ending September 30:

2005 $155,136,39
2006 53,629,07.
2007 35,987,62
2008 12,388,91
2009 6,563,48
Thereaftel 1,050,044

$264,755,53

NOTE 8. ADVANCES FROM FEDERAL HOME LOAN BANK

At September 30, 2004 advances from the FHLB of Memes had fixed and variable rates ranging froB®% to 7.19% (weighted-average
rate of 3.62%) are required to be repaid in the gading September 30 as presented below. Advadatamg $49,700,000 contain call
features which allow the FHLB to call for the prgpeent of the borrowing prior to maturity.

2005 $101,045,00
2006 20,240,00
2007 13,965,00
2008 25,000,00
2009 30,000,00
Thereaftel 36,000,00

$226,250,00

First Federal and Security have executed blanlezigel agreements whereby First Federal and Seasstgn, transfer and pledge to the
FHLB, and grant to the FHLB a security interesaihmortgage collateral and securities collateridwever, First Federal and Security have
the right to use, commingle and dispose of theatetal they have assigned to the FHLB. Under theeagents, First Federal and Security
must maintain “eligible collateral” that has a “ting value” at least equal to the “required collat@mount,” all as defined by the
agreements.

At year end 2004 and 2003, First Federal aalifty collectively pledged securities with ameeti costs of $169,159,000 and
$168,857,000, respectively, and fair values of apipnately $167,922,000 and $167,899,000, respdgtiagainst specific FHLB advances.
In addition, qualifying mortgage loans of approxteig $119,731,000 and $120,888,000 were pledgedl&steral at September 30, 2004 and
2003, respectively.

NOTE 9. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE
Securities sold under agreements to repurchadedd$82,549,377 and $57,702,034 at September 8@, 20d 2003, respectively.

An analysis of securities sold under agreemtmtepurchase is as follows:

200¢ 200:

Highest mont-end balanc: $58,500,000 $110,488,11
Average balanc 38,977,08 78,208,57



Weighted average interest rate during the pe 1.71% 1.42%
Weighted average interest rate at end of pe 2.4% 1.1€%

At year-end 2004, securities sold under agreenterepurchase had a weighted average maturityseftiean 16 months.

The Company pledged securities with amortzests of approximately $35,702,000 and $81,428z0@Dfair values of approximately
$36,022,000 and $81,612,000, respectively, at gadr2004 and 2003 as collateral for securities gotter agreements to repurchase.

NOTE 10. TRUST PREFERRED SECURITIES AND SUBORDINATED DEBENTURES

The Company issued all of the 10,000 authorizedeshaf trust preferred securities of First Midwiestancial Capital Trust | holding solely
subordinated debt securities. Distributions ar@ gaimi-annually. Cumulative cash distributionsaaleulated at a variable rate of LIBOR (as
defined) plus 3.75% (5.74% at September 30, 2004280% at September 30, 2003), not to exceed 1ZIH&Company may, at one or
more times, defer interest payments on the cagétalrities for up to 10 consecutive semi-annuabgsr but not beyond July 25, 2031. At the
end of any deferral period, all accumulated andaighdistributions will be paid. The capital seciestwill be redeemed on July 25, 2031,
however, the Company has the option to shortemtitarity date to a date not earlier than July ZB& The redemption price is $1,000 per
capital security plus any accrued and unpaid distions

to the date of redemption plus, if redeemed paaluly 25, 2011, a redemption premium as defingtiérindenture agreement.

Holders of the capital securities have nongtights, are unsecured and rank junior in pyasitpayment to all of the Company’s
indebtedness and senior to the Company’s commahk.sto

Following generally accepted accounting pples in effect as of September 30, 2003, the firdustatements of the Trust were
consolidated with the Company and any intercompeansactions were eliminated. At September 30, 268derally accepted accounting
principles now require that the financial statersesftthe Trust should not be consolidated withGleenpany’s and intercompany transactions
should not be eliminated. The result of this chaisghat the balance of subordinated debt/trufepred securities has increased by $310,000,
which represents debt issued by the Company tdrin&t. In addition, other assets increased by $RIDwhich represents the Company’s
investment in the common stock of the trust. Theailts of the Trust are recorded on the books ofCtimpany using the equity method of
accounting. There was no impact to net incomerasut of this change. The terms of the subordahdtbt are the same as the terms of the
trust preferred securities described above.
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NOTE 11. EMPLOYEE BENEFITS
EMPLOYEE STOCK OWNERSHIP PLAN (ESOP)

Employee stock ownership plan (ESOP): The Compaaipntains an ESOP for eligible employees who ha@8d hours of employment with
the Bank, have worked one year at the Bank andhalre attained age 21. In 2001, the ESOP borrowéd,830 from the Company to
purchase 30,000 shares of the Company’s commok. $towal payment of this loan was received durimg year ended September 30, 2002.
In 2002, the ESOP borrowed $145,982 from the Compaupurchase 10,238 shares of the Company’s constoak. Final payment of this
loan was received during the year ended Septenthe20®4. In 2003, the ESOP borrowed $608,584 floernGompany to purchase 35,574
shares of the Company’s common stock. In 2004E®®P borrowed $212,400 from the Company to purch@s¥0 shares of the
Company’s common stock. Shares purchased by thé?E8©held in suspense for allocation among ppatitts as the loan is repaid. ESOP
expense of $291,018, $263,055 and $304,468 wasdetdor the years ended September 30, 2004, 2602@02, respectively.
Contributions of $219,310, $253,050 and $279,75Gweade to the ESOP during the years ended Sept&dp2004, 2003 and 2002,
respectively.

Contributions to the ESOP and shares relefisgdsuspense in an amount proportional to theyrapat of the ESOP loan are allocated
among ESOP patrticipants on the basis of compemsatithe year of allocation. Benefits generally dmee 100% vested after seven years of
credited service. Prior to the completion of seyears of credited service, a participant who teatga employment for reasons other than
death or disability receives a reduced benefit thasethe ESOP’s vesting schedule. Forfeitureseatiocated among remaining participating
employees, in the same proportion as contributiBesefits are payable in the form of stock upomteation of employment. The Compasy’
contributions to the ESOP are not fixed, so besgfityable under the ESOP cannot be estimated.

For the years ended September 30, 2004, 26D2@02, 13,000, 15,000 and 22,000 shares witlvarage fair value of $22.37, $17.54 :
$13.84 per share, respectively, were committeceteeleased. Also for the years ended Septemb&08d, 2003 and 2002, allocated shares
and total ESOP shares reflect 15,056, 4,865, argP9@%hares, respectively, withdrawn from the E®@Participants who are no longer with
the Company and 5,426, 6,569 and 7,760 sharegatasgly, purchased for dividend reinvestment.

Year-end ESOP shares are as follows:

2004 200: 200:
Allocated share 255,81¢ 252,44¢ 235,74
Unallocated share 20,81: 23,81: 3,23¢
Total ESOP share 276,63( 276,26( 238,98:
Fair value of unearned shai $ 462,85¢ $ 525,05 $ 46,14:

STOCK OPTIONS AND INCENTIVE PLANS

Stock options and incentive plans: Certain officard directors of the Company have been grantédrapto purchase common stock of the
Company pursuant to stock option plans. Stock ogtians are used to reward directors, officerseangloyees and provide them with an
additional equity interest. Options are issuedlfdyear periods, with 100% vesting generally odogreither at grant date or 48 months after
grant date. At September 30, 2004, 113,962 shages authorized for future grants. Information abaption grants follows:

Weighted-

Average

Number of Exercise

Options Price

Outstanding, September 30, 2( 288,05t $ 12.4C
Grantel 27,64 14.2i
Exercisel (61,529 7.14
Forfeitec (3,000 13.22

Outstanding, September 30, 2( 251,17: 13.8¢



Grante(
Exercise!
Forfeitec

QOutstanding, September 30, 2(
Grante(
Exercisel
Forfeitec

Outstanding, September 30, 2(
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36,70¢ 21.4¢
(35,29) 6.67
252,58¢ 15.9¢
93,31 22 4¢
(36,54) 15.9¢
(2,000 15.9:
307,35 $  17.9¢
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The weightedaverage fair value per option for options grantedd04, 2003 and 2002 was $5.37, $4.81 and $24pectively. At Septemb
30, 2004, options outstanding were as follows:

Weighted-Average
Exercise Weighted-Average Remaining Life Number
Price Exercise Price (Years) of Options
$9.63- $9.9¢ $ 9.6: 6.0C 20,82¢
$10.00- $14.9¢ 13.7C 6.6¢ 66,60
$15.00- $19.9¢ 16.91 2.4¢ 89,11%
$20.00- $23.8: 22.17 9.2t 130,81
$17.9¢ 6.51 307,35¢
Options exercisable at year end are as follows:

Weighted-

Number of Average

Options Exercise Price

2002 237,04¢ 13.9¢

2003 236,46¢ 15.9¢

2004 250,48 17.04

PROFIT SHARING PLAN

The Company has a profit sharing plan covering tsuibislly all full-time employees. Contribution expse for the years ended September 30,
2004, 2003 and 2002, was $276,923, $283,212 andl, $24, respectively.

NOTE 12. INCOME TAXES
The Company, the Bank and its subsidiaries andrig€ile a consolidated federal income tax retoma fiscal year basis.

The provision for income taxes consists of:

2004 200: 2002
Federal:
Curren $2,120,46: $1,430,10' $ 904,53¢
Deferrec (333,909 (23,967) (64,787
1,786,55! 1,406,14 839,75:
State:
Curren 288,43 278,01! 153,17(
Deferrec (16,297 (5,876 (27,040

272,13¢ 272,13¢ 126,13(

Income tax expense $2,058,69 $1,678,28 $ 965,88:




Total income tax expense differs from the statufederal income tax rate as follows:

2002 2002 200z
Income taxes at 34% federal tax r $2,056,000 $1,726,000 $1,062,00!
Increase (decrease) resulting frc
State income tax—net of federal benef 191,00( 141,00( 97,00(
Nontaxable buildup in cash surrender vi (186,000 (190,000 (217,000
Other, ne (2,302 1,28¢ 23,88:
Total income tax expens $2,058,69: $1,678,28 $ 965,88
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Year-end deferred tax assets and liabilities con$is

2004 200z

Deferred tax asset
Bad debt $ 1,885,000 $ 1,640,00!
Net unrealized losses on securities aviaildr sale 736,59! 1,796,43!
Othel 145,86 —

2,767,45  3,436,43!

Deferred tax liabilities

Federal Home Loan Bank stock dividt (452,00() (452,00()
Premises and equipmi (461,000 (342,000
Deferred loan fee (168,00() (148,00()
Othel — (98,33

(1,081,00) (1,040,33)

Net deferred tax asse $1,686,45! $ 2,396,101

Federal income tax laws provided savings banks adititional bad debt deductions through Septembget 387, totaling $6,744,000 for the
Bank. Accounting standards do not require a defiaiar liability to be recorded on this amount, whi@bility otherwise would total
approximately $2,300,000 at September 30, 2002808. If the Bank were liquidated or otherwise esas be a bank or if tax laws were to
change, the $2,300,000 would be recorded as expense

NOTE 13. CAPITAL REQUIREMENTS AND RESTRICTIONS ON R ETAINED EARNINGS

The Company has two primary subsidiaries, FirseFadand Security. First Federal and Security abgest to various regulatory capital
requirements. Failure to meet minimum capital regraents can initiate certain mandatory or discnetip actions by regulators that, if
undertaken, could have a direct material effedhenfinancial statements. Under capital adequa@yedjnes and the regulatory framework
prompt corrective action, First Federal and Segumitist meet specific quantitative capital guidedinging their assets, liabilities and certain
off-balance-sheet items as calculated under regylaiccounting practices. The requirements aresalbgect to qualitative judgments by the
regulators about components, risk weightings ahdrdactors.

Quantitative measures established by regulatieensure capital adequacy require First Fedem@ISecurity to maintain minimum amou
and ratios (set forth in the table below) of totsk-based capital and Tier | capital (as definethie regulations) to risk-weighted assets (as
defined), and a leverage ratio consisting of Tieapital (as defined) to average assets (as défiMahagement believes, as of September 30,
2004, that First Federal and Security meet thetalgiequacy requirements.
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First Federal’'s and Security’s actual capital aeguired capital amounts and ratios are presentesvbe

Minimum Requirement

Minimum Requirement To Be Well Capitalized
For Capital Adequacy Under Prompt Corrective
Actual Purposes Action Provisions
Amount Ratio Amount Ratio Amount Ratio

(Dollars in thousands)

AS OF SEPTEMBER 30, 2004
Total capital (to ris-weighted assets

First Feder $ 53,71¢ 11.2% $ 38,48( 8.L%$ 48,09¢ 10.(%

Security 4,64¢ 14.5 2,57( 8.C 3,21 10.C
Tier 1 (Core) capital (to ri-weighted assets

First Federe 48,49 10.1 19,24( 4.C 28,86( 6.C

Security 4,41¢ 13.¢ 1,28¢ 4.C 1,92¢ 6.C
Tier 1 (Core) capital (to average total ass¢

First Federe 48,49 6.8 28,47( 4.C 35,58¢ 5.C

Security 4,41¢ 7.1 2,48¢ 4.C 3,10¢€ 5.C
Tier 1 (Core) capital (to total asset

First Federe 48,49 6.8 28,65t 4.C 35,81¢ 5.C

AS OF SEPTEMBER 30, 2003
Total capital (to ris-weighted assets

First Feder: $ 50,79¢ 12.1%$ 33,72 8.L%$ 42,15: 10.(%

Security 4,58¢ 15.5 2,36¢€ 8.C 2,957 10.C
Tier 1 (Core) capital (to ri-weighted assets):

First Feder: 46,05¢ 10.¢ 16,86: 4.C 25,29: 6.C

Security 4,29¢ 14t 1,18 4.C 1,774 6.C
Tier 1 (Core) capital (to average total ass¢

First Feder: 46,05¢ 7.1 26,10¢ 4.C 32,63¢ 5.C

Security 4,29¢ 6.7 2,54¢ 4.C 3,18¢ 5.C
Tier 1 (Core) capital (to total asset

First Feder: 46,05¢ 6.5 28,22: 4.C 35,271 5.C

Regulations limit the amount of dividends and ottegpital distributions that may be paid by a finahmstitution without prior approval of i
primary regulator. The regulatory restriction ised on a three-tiered system with the greatesbiléx being afforded to well-capitalized

(Tier 1) institutions. First Federal and Securitg aurrently Tier 1 institutions. Accordingly, RifSederal and Security can make, without
regulatory approval, distributions during a calengkar up to 100% of their retained net incometli@rcalendar year-to-date plus retained net
income for the previous two calendar years (leysdiwvidends previously paid) as long as they remaéti-capitalized, as defined in prompt
corrective action regulations, following the propddistribution. Accordingly, at September 30, 208gproximately $7,269,000 of First
Federal's retained earnings and $332,000 of Sgturittained earnings were potentially availabledistribution to the Company.

NOTE 14. COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company’sidigsy banks make various commitments to extereditwhich are not reflected in the
accompanying consolidated financial statements.

At September 30, 2004 and 2003, loan commitsn@pproximated $60,244,000 and $63,421,000, réspbg excluding undisbursed
portions of loans in process. Loan commitmentsept@&mber 30, 2004 included commitments to origifiagzl-rate loans with interest rates
ranging from 4% to 9% totaling $8,150,000 and atdjoie-rate loan commitments with interest rategiragnfrom 3.88% to 18% totaling
$50,094,000. The Company also had commitmentsrichpse a fixedate loan of $2,000,000 with interest rate of 6.5%an commitments
September 30, 2003 included commitments to origifiaed-rate loans with interest rates ranging fié¥hto 10% totaling $13,208,000 and
adjustable-rate loan commitments with interestsradmging from 3% to 18% totaling $30,663,000. Tenpany also had commitments to
purchase adjustable rate loans of $14,000,000int#hest rates ranging from 5% to 5.79% and fixat@-foans of $5,550,000 with interest
rates ranging from 5.38% to 8%. Commitments, whichdisbursed subject to certain limitations, edtewer various periods of time.
Generally, unused commitments are canceled upanagiom of the commitment term as outlined in eaxdtividual contract



The exposure to credit loss in the event ofp@oformance by other parties to financial instroteéor commitments to extend credit is
represented by the contractual amount of thoseuim&nts. The same credit policies and collateguirements are used in making
commitments and conditional obligations as are deedn-balance-sheet instruments.

Since certain commitments to make loans ardrtd lines of credit and loans in process expiithout being used, the amount does not
necessarily represent future cash commitmentsdditian, commitments used to extend credit are@gents to lend to a customer as long as
there is no violation of any condition establislirethe contract.

Securities with amortized costs of approxirya$d 7,201,000 and $31,349,000 and fair valueppfaximately $46,098,000 and
$27,858,000 at September 30, 2004 and 2003, resglgctvere pledged as collateral for public fursdeposit.

Securities with amortized costs of approxirya$d 0,255,000 and $6,040,000 and fair values pfagmately $10,296,000 and $6,220,!
at September 30, 2004 and 2003, respectively, pledged as collateral for individual, trust ancaéstdeposits.

Under employment agreements with certain eivexofficers, certain events leading to separatiom the Company could result in cash
payments totaling approximately $2,209,000 as pt&uber 30, 2004.
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The Company and its subsidiaries are subject taioeclaims and legal actions arising in the ordiraurse of business. In the opinion of
management, after consultation with legal courtelultimate disposition of these matters is ngeexed to have a material adverse effect on
the consolidated financial position or results pé@tions of the Company.

NOTE 15. OTHER COMPREHENSIVE INCOME (LOSS)

Other comprehensive income (loss) components datédetaxes were as follows:

2002 200z 200z
Net change in net unrealized gains and lossesauriges available for sal

Unrealized gains (losses) arising durirgytbar $2,848,26. $(5,369,14) $335,28!

Reclassification adjustment for (gainsskssincluded in net incon — (242,569 (86,199

Net change in unrealized gains athasses on securities available for sa 2,848,26. (5,611,71) 249,09:

Tax effects (1,059,841  2,088,11! (92,687)

Other comprehensive income (los $1,788,42. $(3,523,59) $156,40°

NOTE 16. LEASE COMMITMENT

The Company has leased property under various noetable operating lease agreements which expirargtus times through October
2013, and require annual rentals ranging from $6160552,200 plus the payment of the property tamesmal maintenance and insurance on
the property.

The total minimum rental commitment at September2B04, under the leases is as follows:

2005 $ 125,25¢
2006 99,14(
2007 99,58(
2008 99,01t
2009 92,80(
Thereaftel 223,30(

$ 739,09:

NOTE 17. PARENT COMPANY FINANCIAL STATEMENTS
Presented below are condensed financial staterfmrttse parent company, First Midwest Financiat.in

CONDENSED BALANCE SHEETS
SEPTEMBER 30, 2004 AND 2003

2004 200:
ASSETS

Cash and cash equivalel $ 110,11¢ $ 138,01
Securities available for sa 2,625,89. 2,613,77
Investment in subsidiarie 55,093,85 50,832,66
Loan receivable from ESC 394,76¢ 401,67¢

Loan receivablt 1,261,18: 1,307,25!



Other asset

Total asset:

LIABILITIES AND SHAREHOLDERS ' EQUITY
LIABILITIES

Loan payable to subsidiari

Trust preferred securitie

Subordinated debentur

Accrued expenses and other liabilit

Total liabilities

SHAREHOLDERS'’ EQUITY

Common stocl

Additional paic-in capital

Retained earnings, substantially restric
Accumulated other comprehensive income (li
Unearned Employee Stock Ownership Plan st
Treasury stock, at co

Total shareholder’ equity

Total liabilities and shareholder’ equity
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856,78 916,66(
$60,342,61 $56,210,05
$ 2,550,000 $ 2,900,001
— 10,000,00
10,310,00 —
208,34 279,25
13,068,34  13,179,25
29,58( 29,58(
20,678,64  20,538,87
36,758,25  34,057,74
(1,240,33)  (3,028,76)
(394,76() (401,676
(8,557,11)  (8,164,96)
47,27426  43,030,79
$60,342,61 $56,210,05
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CONDENSED STATEMENTS OF INCOME
YEARS ENDED SEPTEMBER 30, 2004, 2003 AND 2002

Dividend income from subsidiarit
Interest incom:
Gain on sales of securities available for sale

Interest expens
Operating expenst

Income (loss) before income taxesdaequity in undistributed
net income of subsidiarit

Income tax (benefit

Income (loss) before equity in urgtributed net income of subsidiaries

Equity in undistributed net income of subsidial

Net income

CONDENSED STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 30, 2004, 2003 AND 2002

CASH FLOWS FROM OPERATING ACTIVITIES
Net incomi
Adjustments to reconcile net income toaath provided by operating activiti
Equity in undistributed net incowfesubsidiarie:
(Gain) loss on sales of securitieailable for sale, n¢
Change in other ass
Change in accrued expenses and llhdities

Net cash provided by operatiragtivities

CASH FLOWS FROM INVESTING ACTIVITIES
Investment in subsidia
Repayment of securiti
Purchase of securities available for
Proceeds from sales of securities availtdsleale
Loan to ESO
Net change in loan receiva
Repayments on loan receivable from E¢

Net cash (used in) investmemttivities

2004

2002

200z

$ 2,300,000 $ 1,250,000 $ 245,00(
317,63 334,65t 322,34t

— 48,10¢ 48,06
2,617,63! 1,632,76! 615,40
634,08: 644,38t 682,13
752,25° 662,04t 618,57t
1,386,341 1,306,43, 1,300,71;
1,231,29! 326,33 (685,302)
(354,000 (304,000 (304,000
1,585,29! 630,33 (381,305
2,401,75! 2,766,67! 2,537,93;
$ 3,987,051 $ 3,397,000 $ 2,156,62
2004 2002 200z

$ 3,987,000 $ 3,397,000 $ 2,156,62
(2,401,75)  (2,766,67)  (2,537,93)
— (48,109 (48,062

365,40 (465,29¢) 436,85(
(70,90%) 233,71 75,53¢
1,879,74 350,64° 83,02¢
_ — (250,00()

_ — 342

— (48,327  (1,000,00)

— 156,01¢ 1,410,771
(212,400 (608,58 (145,89:)
46,07 42,28 (450,23()
219,31 253,05( 279,75
52,98: (205,55¢) (155,26()




CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from loan payable to subsidic 2,325,001 1,975,00! 1,755,00!
Repayments on loan payable to subsidi (2,675,00i) (830,000 —
Cash dividends pa (1,286,53) (1,279,91) (1,282,62)
Proceeds from exercise of stock opti 582,55 235,28 439,86(
Purchase of treasury stc (906,65() (165,099 (843,32)

Net cash provided by (used ifinhancing activities (1,960,62) (64,727) 68,91(

Net change in cash and castue@lents (27,899 80,36¢ (3,329

CASH AND CASH EQUIVALENTS

Beginning of yee 138,01 57,65! 60,97:
End of yea $ 110,12¢ $ 138,017 $ 57,65

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for intel $ 634,080 $ 644,38 $ 682,13

38



First Midwest Financial, Inc. and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The extent to which the Company may pay cash dnddeéo shareholders will depend on the cash cuyramailable at the Company, as well

as the ability of the subsidiary banks to pay divids to the Company (see Note 13).

NOTE 18. SELECTED QUARTERLY FINANCIAL DATA (UNAUDI TED)

FISCAL YEAR 2004:

Total interest incorr

Total interest expen

Net interest incomr

Provision for loan loss:

Net incomq

Earnings per common and common equivalesutes
Basi
Dilutec

FISCAL YEAR 2003:

Total interest incorr

Total interest expen

Net interest incomr

Provision for loan loss:

Net incom

Earnings per common and common equivalesutes
Basi
Dilutec

FISCAL YEAR 2002:

Total interest incormr

Total interest expen

Net interest incorr

Provision for loan loss:

Net incom

Earnings per common and common equivalestes
Basi
Dilutec
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Quarter Ended

December 3: March 31 June 3( September 3(

$ 9,053,700 $ 8,890,64. $ 9,043,21. $ 9,192,69
4,585,90! 4,475,82! 4,523,36! 4,826,08:
4,467,799 4,414,81! 4,519,841 4,366,61.
101,00( 56,00( 167,50( 164,00(
976,94 1,675,39 836,60 498,10:

$ 03¢ $ 067 $ 034 $ 0.2C
0.3¢ 0.6€ 0.3z 0.2C

$ 8,952,74' $ 9,001,68. $ 8,773,19 $ 8,451,52
5,027,18: 4,854,73! 4,841,73 4,727,09
3,925,561 4,146,94. 3,931,46 3,724,42!
175,00( 108,00( 67,00( —
844,25¢ 915,18¢ 892,40’ 745,15!

$ 034 $ 037 $ 03¢ $ 0.3C
0.34 0.37 0.3¢€ 0.3C

$ 8,990,79' $ 8,633,88! $ 8,904,42. $ 8,904,38:
5,928,03! 5,429,191 5,293,501 5,083,31:
3,062,76 3,204,69: 3,610,91i 3,821,07.
299,00( 136,00( 280,00( 375,00(
436,78! 448,12: 528,45t 743,26

$ 0.1t $ 0.1t $ 02z % 0.3C
0.1¢ 0.1¢ 0.21 0.3C
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NOTE 19. FAIR VALUES OF FINANCIAL INSTRUMENTS

SFAS No. 107, Disclosures About Fair Value of Figiahlnstruments, requires that the Company disckstimated fair value amounts of its
financial instruments. It is management’s beligittthe fair values presented below are reasonalsiedoon the valuation techniques and data
available to the Company as of September 30, 26684803, as more fully described below. It showddbted that the operations of the
Company are managed from a going concern basiaatralliquidation basis. As a result, the ultimeaue realized for the financial
instruments presented could be substantially diffewhen actually recognized over time throughnibienal course of operations.
Additionally, a substantial portion of the Compasiriherent value is the subsidiary banks’ capiilim and franchise value. Neither of these
components have been given consideration in treeptation of fair values below.

The following presents the carrying amourtt agtimated fair value of the financial instrumemtd by the Company at September 30,
2004 and 2003. This information is presented sdtalyompliance with SFAS No. 107 and is subjeathiange over time based on a variety
of factors.

2004 2003
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
Selected asset

Cash and cash equivale $ 8,936,556 $§ 8,937,000 $ 9,756,81' $ 9,757,00
Securities available for s: 322,523,57 322,524,00 366,075,03 366,075,00
Loans receivable, n 404,051,37 400,965,00 349,691,99 352,547,00
Loans held for sa 270,00( 270,00( 1,126,311 1,126,001
FHLB stock 11,052,70 11,053,00 10,930,30 10,930,00
Accrued interest receival 3,849,21! 3,849,001 3,932,071 3,932,001

Selected liabilities
Noninterest bearing demand depc (19,537,37) (19,537,00) (17,457,66) (17,458,00)
Savings, NOW and money market demand dex (177,287,97) (177,288,00) (119,497,88) (119,498,00)
Other time certificates of depc (264,755,53) (265,836,00) (298,597,19) (303,189,00)
Total deposi (461,580,87) (462,661,00) (435,552,74) (440,145,00)
Advances from FHLI (226,250,00) (236,265,00) (223,784,39) (236,829,00)
Securities sold under agreements to rese (32,549,37) (33,074,00) (57,702,03) (57,703,00)
Trust Preferred Securiti — — (10,000,00) (10,227,00)
Subordinated debentul (10,310,00) (10,339,00) — —
Advances from borrowers for taxes and iasoe (216,33) (216,000 (268,687) (269,000
Accrued interest payal (473,429 (473,000 (506,86)) (507,000

Off-balancr-sheet instruments, loan commitme — — — —
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First Midwest Financial, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

The following sets forth the methods and assumptiged in determining the fair value estimatesferCompany’s financial instruments at
September 30, 2004 and 2003.

CASH AND CASH EQUIVALENTS

The carrying amount of cash and short-term investsis assumed to approximate the fair value.
SECURITIES AVAILABLE FOR SALE

Quoted market prices or dealer quotes were usddtezmine the fair value of securities availables@ale.
LOANS RECEIVABLE, NET

The fair value of loans was estimated by discogytiive future cash flows using the current rateghath similar loans would be made to
borrowers with similar credit ratings and for sianitemaining maturities. When using the discountireyhod to determine fair value, loans
were gathered by homogeneous groups with simitard@nd conditions and discounted at a targetatathich similar loans would be made
to borrowers as of September 30, 2004 and 200&ddition, when computing the estimated fair valedl loans, allowances for loan losses
have been subtracted from the calculated fair vidueonsideration of credit issues.

LOANS HELD FOR SALE
Fair values are based on quoted market pricesmlasiloans sold on the secondary market.
FHLB STOCK

The fair value of such stock approximates book &aimce the Company is able to redeem this stottktive Federal Home Loan Bank at par
value.

ACCRUED INTEREST RECEIVABLE
The carrying amount of accrued interest receivabéssumed to approximate the fair value.
DEPOSITS

The fair value of deposits were determined as ¥edta(i) for noninterest bearing demand depositgngs, NOW and money market demand
deposits, since such deposits are immediately vathadble, fair value is determined to approximatedéarrying value (the amount payable on
demand); (ii) for other time certificates of depip#ie fair value has been estimated by discourgkpgcted future cash flows by the current
rates offered as of September 30, 2004 and 200&rificates of deposit with similar remaining nmdties. In accordance with SFAS No.
107. no value has been assigned to the Compamygsteym relationships with its deposit customemsgosalue of deposits intangible) since
such intangible is not a financial instrument afingel under SFAS No. 107.

ADVANCES FROM FHLB

The fair value of such advances was estimated dpodnting the expected future cash flows usingetiinterest rates as of September 30,
2004 and 2003, for advances with similar termsranghining maturities.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE, OTHER BORROWINGS, TRUST PREFERRED SECURITIES
AND SUBORDINATED DEBENTURES

The fair value of these instruments was estimayediscounting the expected future cash flows usieigved interest rates approximating
market as of September 30, 2004 and 2003, overdigactual maturity of such borrowings.

ADVANCES FROM BORROWERS FOR TAXES AND INSURANCE

The carrying amount of advances from borrowergdres and insurance is assumed to approximateitheaue.



ACCRUED INTEREST PAYABLE
The carrying amount of accrued interest payabdsssmed to approximate the fair value.
LOAN COMMITMENTS

The commitments to originate and purchase loans texms that are consistent with current marketgeAccordingly, the Company
estimates that the fair values of these commitmarsot significant.

LIMITATIONS

It must be noted that fair value estimates are naa@despecific point in time, based on relevantkaginformation about the financial
instrument. Additionally, fair value estimates aesed on existing on and off-balance-sheet finhims&ruments without attempting to
estimate the value of anticipated future businesstomer relationships and the value of assetdianitities that are not considered financial
instruments. These estimates do not reflect anyipira or discount that could result from offering tBompany’s entire holdings of a
particular financial instrument for sale at onedirfrurthermore, since no market exists for ceithe Company’s financial instruments, fair
value estimates may be based on judgments regdiding expected loss experience, current econoomditions, risk characteristics of
various financial instruments, and other factotseSe estimates are subjective in nature and inwsieertainties and matters of significant
judgment and therefore cannot be determined witlgla level of precision. Changes in assumptionselsas tax considerations cot
significantly affect the estimates. Accordinglysbkd on the limitations described above, the agedga value estimates are not intended to
represent the underlying value of the Company ithrelea going concern or a liquidation basis.
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OFFICE LOCATIONS

FIRST FEDERAL SAVINGS BANK OF THE MIDWES’

First Federal Storm Lake, Main Office

FIRST FEDERAL SAVINGS BANK NORTHWEST IOWA MARKET

MAIN OFFICE
Fifth at Erie
P.O. Box 1307

Storm Lake, lowa 50588

712.732.4117
800.792.6815
712.732.7105 fax

STORM LAKE PLAZA

1413 North Lake Avenue
Storm Lake, lowa 50588

712.732.6655
712.732.7924 fax

LAKE VIEW

Fifth at Main

P.O. Box 649

Lake View, lowa 51450
712.657.2721
712.657.2896 fax

LAURENS

104 North Third Street
Laurens, lowa 50554
712.841.2588
712.841.2029 fax

ODEBOLT

219 South Main Street
P.O. Box 465
Odebolt, lowa 51458
712.668.4881
712.668.4882 fax

SAC CITY

518 Audubon Street
Sac City, lowa 50583
712.662.7195
712.662.7196 fax
efirstfed.com



Brookings Federal Bank

BROOKINGS FEDERAL BANK MARKET
600 Main Avenue

P.O. Box 98

Brookings, South Dakota 57006
605.692.2314

800.842.7452

605.692.7059 fax

brookingsfed.com

First Federal Sioux Falls, Main Office

FIRST FEDERAL SAVINGS BANK SIOUX EMPIRE MARKET

MAIN OFFICE

2500 South Minnesota Avenue
P.O. Box 520

Sioux Falls, South Dakota 57101
605.977.7500

605.977.7501 fax

WEST 12TH STREET

2104 West 12th Street

P.O. Box 520

Sioux Falls, South Dakota 57101
605.336.8900

605.336.8901 fax

WESTERN AVENUE

(coming soon)

4900 South Western Avenue
P.O. Box 520

Sioux Falls, South Dakota 57101
firstfedsf.com

e T —

lowa Savings Bank, Main Office



IOWA SAVINGS BANK MARKET

MAIN OFFICE

4848 86th Street
Urbandale, lowa 50322
515.309.9800
515.309.9801 fax

HIGHLAND PARK

3624 Sixth Avenue

Des Moines, lowa 50313
515.288.4866
515.288.3104 fax

INGERSOLL

3401 Ingersoll Avenue
Des Moines, lowa 50312
515.274.9674
515.274.9675 fax

WEST DES MOINES

3448 Westown Parkway

West Des Moines, lowa 50266
515.226.8474

515.226.8475 fax

JORDAN CREEK

(coming soon)

68th & Coachlight Court

West Des Moines, lowa 50266
iowasavings.com

SECURITY STATE BANK

Security State Bank, Main Office

MAIN OFFICE
615 South Division
P.O. Box 606
Stuart, lowa 50250
515.523.2203
800.523.8003
515.523.2460 fax

CASEY

101 East Logan
P.O. Box 97
Casey, lowa 50048
641.746.3366
800.746.3367
641.746.2828 fax

MENLO

501 Sherman
P.O. Box 36
Menlo, lowa 5016



641.524.4521
esecuritystate.com

META PAYMENT

SYSTEMS

2329 North Career Avenue, Suite 205
Sioux Falls, South Dakota 57107
605.275.9555

605.275.8070 fax

metapay.com

S0UTH
DAKOTA

Brookings
®

E:I-:u:-:F;aIl-.alII |

Laurens
Slorm Lake @ i
@ Sac City
Ockboll® *Lake View
Urbendale
Menlo [ r[:l
Loy @™ ® €8
Swat  West Des

BILL MARKVE AND ASSOCIATES and FIRST SERVICES TRUST COMPANY
Investment(1) and trust services available thraaljhank locations.

(1) Non-traditional bank products offered through Ameritas Investment Corporation are not FDIC insured nor are they guaranteed
by the banks of First Midwest or any affiliate.
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DIRECTORS AND OFFICERS
BOARD OF DIRECTORS

JAMES S. HAAHR
Chairman of the Board and Chief Executive OfficarFirst Midwest Financial, Inc. (FMFI) and Firstdleral Savings Bank of the Midwest
(FFSBM); Chairman of the Board for Security StatmB (SSB)

E. WAYNE COOLEY
Consultant Emeritus of the lowa Girls’ High Schaédhletic Union

E. THURMAN GASKILL
lowa State Senator and Owner of a Grain and Livéstarming Operation

J. TYLER HAAHR
President and Chief Operating Officer for FMFI &teSBM, Chief Executive Officer of SSB, and Prestdeiiirst Services Trust Company

G. MARK MICKELSON
Partner in Mickelson & Newell, LLC

RODNEY G. MUILENBURG
Retired Dairy Specialist Manager for Purina Milisg.; Consultant for TransOva Genetics Dairy Diotsiand Director of sales and marketing
for TransOva Genetics

JEANNE PARTLOW
Retired Chairman of the Board and President of I8agings Bank

JOHN THUNE
United States Senator-Elect from the State of SDatkota (Resigned November 2004)

EXECUTIVE OFFICERS

JAMES S. HAAHR
J. TYLER HAAHR

RONALD J. WALTERS, CPA
Senior Vice President, Secretary, Treasurer andf@mancial Officer for FMFI and FFSBM; and Seargtfor SSB

ELLEN E. MOORE
Vice President of Marketing and Sales for FMFI &mhior Vice President of Marketing and Sales fa8BM

BEN GUENTHER
President, First Federal Savings Bank Northwestaltarket

TIM D. HARVEY
President, Brookings Federal Bank Market

TROY MOORE
President, lowa Savings Bank Market

TONY TRUSSELL
President, First Federal Savings Bank Sioux Enidizseket

I. EUGENE RICHARDSON, JR.
President, Security State Bank

BRAD C. HANSON
President, Meta Payment Systems

CHARLES B. FRIEDERICHS
Senior Vice President and Chief Information Offi



JON GEISTFELD
Senior Vice President and Chief Lending Officer

SANDRA K. HEGLAND
Senior Vice President of Human Resources

SUSAN C. JESSE
Senior Vice President of Compliance and Operations

BANK DIRECTORS
FEDERAL SAVINGS BANK OF THE MIDWEST

James S. Haahr, Chairman
E. Wayne Cooley

E. Thurman Gaskill

J. Tyler Haahr

G. Mark Mickelson
Rodney G. Muilenburg
Jeanne Partlow

John Thune

SECURITY STATE BANK

James S. Haahr, Chairman
E. Wayne Cooley

E. Thurman Gaskill

J. Tyler Haahr

G. Mark Mickelson
Rodney G. Muilenburg
Jeanne Partlow

I. Eugene Richardson, Jr.
John Thune

BRAD C. HANSON
President,
Meta Payment Systems

THE META PAYMENT SYSTEMS (MPS) TEAM AND | ARE EXTREIELY PLEASED TO BE ASSOCIATED WITH SUCH A
FORWARD THINKING COMPANY LIKE FIRST MIDWEST. MPS SEVES BANKS, CARD PROCESSORS AND THIRD-PARTY
MARKETING COMPANIES NATIONWIDE BY OFFERING PREPAIICARD PROGRAMS TO THEIR CUSTOMERS. IN ADDITION,
MPS BRINGS NEW OPPOR-TUNITIES FOR ACH (AUTOMATED EARING HOUSE) ORIGINATION, ATM SPONSORSHIP,
CREDIT CARDS AND MERCHANT SERVICES. OUR GOAL IS TOONTRIBUTE TO THE OVERALL SUCCESS OF FIRST
MIDWEST BY EXPANDING ITS CAPABILITY AND REACH IN THE GROWING PAYMENTS INDUSTRY.

FUN FACTS: FLEW OVER 80,000 MILES FOR WORK AND PLEASURE DURGNTHE PAST YEAR. WAS A FEATURED SPEAKE
AT VARIOUS INDUSTRY CONFERENCES.
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INVESTOR, DIVIDEND AND STOCK MARKET INFORMATION

LISA J. BINDER
Vice President of Marketing & Sales

FROM MY GRADUATION TO MY SONS’ GRADUATIONS, OUR BAK HAS PROVIDED ME WITH VALUE-ADDED FINANCIAL
SERVICES THROUGHOUT LIFE'S CHANGES. NOW, IT IS EXTONG TO BE A PART OF OUR COMPANY’S HISTORIC “LIFE
CHANGE” TO META. AS A CUSTOMER, AN EMPLOYEE AND A BAREHOLDER, | AM PROUD OF OUR HISTORY AND | LOOK
FORWARD TO A STRONG, UNIFIED FUTURE AS THE META TBMA WORKS TO MAKE BANKING EASY FOR CUSTOMERS
THROUGH EVERY LIFE CHANGE.

FUN FACTS: ENJOYS SINGING AND PLAYING THE GUITAR. SERVED AS TH2004 CHAIRPERSON FOR IOWA BANKERS
ASSOCIATION MARKETING COMMITTEE AND PRESENTED ON RANEL DISCUSSION AT THE NATIONAL AMERICAN
BANKERS ASSOCIATION MARKETING CONFERENCE.

INVESTOR INFORMATION
ANNUAL MEETING OF SHAREHOLDER

The Annual Meeting of Shareholders will conven&:@80 pm on Monday, January 24, 2005. The meetifigoeiheld in the Board Room of
First Federal Savings Bank, Fifth at Erie, Stornké,dowa. Further information with regard to thiseting can be found in the proxy
statement.

GENERAL COUNSEL

Mack, Hansen, Gadd, Armstrong & Brown, P.C.
316 East Sixth Street

P.O. Box 278

Storm Lake, lowa 50588

SPECIAL COUNSEL
Katten Muchin Zavis Rosenman
1025 Thomas Jefferson Street NW

East Lobby, Suite 700
Washington, D.C. 20007-5201

INDEPENDENT AUDITORS
McGladrey & Pullen LLP

400 Locust Street, Suite 640
Des Moines, lowa 50309-2372

SHAREHOLDER SERVICES AND INVESTOR RELATIONS

Shareholders desiring to change the name, addnesg;nership of stock; to report lost certificatesto consolidate accounts, should contact
the corporation’s transfer agent:

REGISTRAR & TRANSFER COMPANY



10 Commerce Drive
Cranford, New Jersey 07016
Telephone: 800.368.5948
Email: invrelations@rtco.com
Website: www.rtco.com

FORM 10-K

Copies of the Company’s Annual Report on Form 1faikihe year ended September 30, 2004 (excludihgh@s thereto) may be obtained
without charge by contacting:

INVESTOR RELATIONS

First Midwest Financial, Inc.

First Federal Building, Fifth at Erie

P.O. Box 1307

Storm Lake, lowa 50588

Telephone: 712.732.4117

Email: invrelations@fmficash.com

Website: www.fmficash.com or www.metacash.com

DIVIDEND AND STOCK MARKET INFORMATION

First Midwest Financial, Inc.’s common stock tradesthe Nasdaq National Market under the symbol SEX TheWall Sreet Journal
publishes daily trading information for the stoalder the abbreviation, “FstMidwFnlifi the National Market Listing. Quarterly dividenfis
2003 and 2004 were $0.13. The price range of thenoan stock, as reported on the Nasdaq System, sadl@vs:

FISCAL YEAR 2004 FISCAL YEAR 2003

LOW HIGH LOW HIGH

FIRST QUARTER $ 215 $ 237 $ 14.1¢ $ 16.57
SECOND QUARTER 21.4( 23.9( 15.8¢ 17.1¢
THIRD QUARTER 21.9: 24.7¢ 16.21 19.2¢
FOURTH QUARTER 20.2¢ 24.2: 18.3i 24.5(

Prices disclose inter-dealer quotations withowitebark-up, mark-down or commissions, and do remassarily represent actual transactions.

Dividend payment decisions are made with c@ration of a variety of factors including earrénginancial condition, market
considerations, and regulatory restrictions. Retstris on dividend payments are described in N8tefthe Notes to Consolidated Financial
Statements included in this Annual Report.

As of September 30, 2004, First Midwest hg®2,025 shares of common stock outstanding, whiste held by 246 shareholders of
record, and 307,358 shares subject to outstandlitigns. The shareholders of record number doeseflect approximately 413 persons or
entities who hold their stock in nominee or “stfeetme.

The following securities firms indicated thegre acting as market makers for First MidwestRaial, Inc. stock as of September 30,
2004: Brokerage America, LLC; Brut, LLC; FriedmaiiliBgs Ramsey & Co.; FTN Midwest Research Secsld@an, Sachs & Co.; Hill
Thompson Magid and Co.; Howe Barnes Investments; Knight Equity Markets, L.P.; Sandler O’Neill Rartners; and Schwab Capital
Markets.
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SUBSIDIARIES OF THE REGISTRANT

State of
Percentage of Incorporation or
Parent Subsidiary Ownership Organization
First Midwest First Federal Savings Bank 100% Federal
Financial, Inc of the Midwest
First Midwest Security State Bank 100% lowa
Financial, Inc
First Midwest First Midwest Financial 100% Delaware
Financial, Inc Capital Trust |
First Midwest First Services Trust 100% South Dakota
Financial, Inc Company
First Federal Savings First Services Financial 100% lowa
Bank of the Midwes Limited
First Services Brookings Service 100% South Dakota
Financial Limited Corporation

The financial statements of Fivetlwest Financial, Inc. are consolidated with tho$és subsidiaries.

EXHIBIT 23

CONSENT OF MCGLADREY & PULLEN, LLP



CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTINGFIRM

To the Board of Directors
First Midwest Financial, Inc.
Storm Lake, lowa

We consent to the incorporation by reference in Riret Midwest Financial, Inc. Registration Stateseon Form S of First Midwes
Financial, Inc., pertaining to the First Midweshé&incial, Inc. 1995 Stock Option and Incentive Rlad the First Midwest Financial, Inc. 2(
Omnibus Inventive Plan, of our report dated Octdtiier2004, which appears in the annual report amF0OK of First Midwest Financia
Inc. and subsidiaries for the year ended SepteBhe2004.

/sl McGladrey & Pullen, LLP

McGladrey & Pullen, LLP

Des Moines, lowa
December 21, 2004

EXHIBIT 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002



Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, James S. Haahr, certify that:
1. I have reviewed this annual report on Form 16fKirst Midwest Financial, Inc.;

2. Based on my knowledge, this report does notadorgny untrue statement of a material fact or dmistate a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nt#adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemeans, other financial information included in thisport, fairly present in all mater
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this annual report;

4. The registran$ other certifying officers and | are responsildedstablishing and maintaining disclosure contanid procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e)jHeregistrant and have:

a) Designed such disclosure controls and procedaries designed under our supervision, to ensatentiaterial information relatit
to the registrant, including its consolidated sdiasies, is made known to us by others within thestties, particularly during tl
period in which this report is being prepar

b) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtéds report our conclusions ab
the effectiveness of the disclosure and procedasesf the end of the period covered by this repased on such evaluation; ¢

c) Disclosed in this report any change in the tegid’s internal control over financial reporting thatooed during the registre
issuer’'s most recent fiscal quarter (the registeafaturth fiscal quarter in the case of an annuyadre that as materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; @

5. The registran$ other certifying officers and | have disclosedsdd on our most recent evaluation of internal robriver financie
reporting, to the registrant’s auditors and theitaodmmittee of the registrarst’'board of directors (or persons performing theivaeden!
function):

a) All significant deficiencies and material weagees in the design or operation of internal costoser financial reporting whi
are reasonably likely to adversely affect the regie’s ability to record, process, summarize and refprahcial information; an

b) Any fraud, whether or not material, that invalvmanagement or other employees who have a sigmifiole in the registrargt’
internal control over financial reportin

Date: December 22, 2004
/sl James S. Haahr

Chief Executive Officer

EXHIBIT 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002



Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Ronald J. Walters, certify that:
1. I have reviewed this annual report on Form 16fKirst Midwest Financial, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact ortdmistate a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nt#adisg with respect to the per
covered by this report;

3. Based on my knowledge, the financial statemeard other financial information included in thisport, fairly present in all mater
respects the financial condition, results of operatand cash flows registrant as of, and for pergods presented in this annual report;

4. The registran$’ other certifying officers and | are responsilbe €stablishing and maintaining disclosure contantsl procedures (
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the registrant and have:

a) Designed such disclosure controls and procedaries designed under our supervision, to ensatentiaterial information relatit
to the registrant, including its consolidated sdiasies, is made known to us by others within thestties, particularly during tl
period in which this report is being prepar

b) Evaluated the effectiveness of the registeadisclosure controls and procedures and presémtéds report our conclusions ab
the effectiveness of the disclosure and procedasesf the end of the period covered by this repased on such evaluation; ¢

c) Disclosed in this report any change in the te@ig’s internal control over financial reportinigat occurred during the registrant’
most recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbrg that as materially affected, ol
reasonably likely to materially affect, the regast’s internal control over financial reporting; @

5. The registran$’ other certifying officers and | have disclosedsdd on our most recent evaluation of internal robriver financizs
reporting, to the registrant’s auditors and theitaodmmittee of the registrarst’'board of directors (or persons performing theivaeden!
function):

a) All significant deficiencies and material weagees in the design or operation of internal costoser financial reporting whi
are reasonably likely to adversely affect the regie’s ability to record, process, summarize and refprahcial information; an

b) Any fraud, whether or not material, that invalvmanagement or other employees who have a sigmifiole in the registrargt’
internal control over financial reportin

Date: December 22, 2004
/s/ Ronald J. Walters

Chief Financial Officer

EXHIBIT 32.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002



Exhibit 32.1

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report First Midw&ahancial, Inc. (the “Company”) on Form X0for the year ended September 30, 200
filed with the Securities and Exchange Commissiarttee date of this Certification (the “Reportf),James S. Haahr, the Chief Execu
Officer of the Company, certify, pursuant to 18 KL SSection 1350, as adopted pursuant to Secti6ro9the Sarbane®xley Act of 2002
that:

(1) the Report complies with the requirements of seciid(a) or 15(d) of the Securities Exchange Act84; anc

(2) the information contained in the Report fairly mets, in all material respects, the financial cbadiand result of operations
the Company

By: /s/ James S. Haahr
Name: James S. Hae
Chief Executive Officer
December 22, 2004

EXHIBIT 32.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002



Exhibit 32.2

CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report First Midw&ahancial, Inc. (the “Company”) on Form X0for the year ended September 30, 200
filed with the Securities and Exchange Commissiorth® date of this Certification (the “Reportl),Ronald J. Walters, the Chief Finan
Officer of the Company, certify, pursuant to 18 KL SSection 1350, as adopted pursuant to Secti6ro9the Sarbane®xley Act of 2002

that:
1) the Report complies with the requirements of secti8(a) or 15(d) of the Securities Exchange Act384; anc

2) the information contained in the Report faphgsents, in all material respects, the finan@aldition and result of
operations of the Compan

By: /s/ Ronald J. Walters
Name: Ronald J. Walte
Chief Financial Officer
December 22, 2004

End of Filing
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