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PART Il of Form 10-K--Portions of the Proxy Statement for the Annual Meeting of
Shareholders to be held during January 2003.

Forward-Looking Statements

First Midwest Financial, Inc. ("First Midwest," amdth its subsidiaries, the "Company"), and its Wijxowned operating subsidiaries First
Federal Savings Bank of the Midwest and SecuriggeSBank, may from time to time make written or 8farward-looking statements”,
including statements contained in its filings witle Securities and Exchange Commission (includimgyAnnual Report on Form 10-K and
the Exhibits hereto and thereto), in its reportshiareholders and in other communications by thagamy, which are made in good faith by
the Company pursuant to the "safe harbor" provssmirthe Private Securities Litigation Reform A€t1895.

These forward-looking statements include statemsittsrespect to the Company's beliefs, plans,abjes, goals, expectations,

anticipations, estimates and intentions, that abgest to significant risks and uncertainties, anel subject to change based on various factors
some of which are beyond the Company's control.Winels "may", "could", "should", "would", "believe"anticipate", "estimate”, "expect",
"intend”, "plan" and similar expressions are intethdo identify forward-looking statements. The imtpat factors we discuss below and
elsewhere in this document, as well as other fad@cussed under the caption "Management's Discuaed Analysis of Financial

Condition and Results of Operations" in our AnnRaport to Shareholders and identified in our fiingth the SEC and those presented
elsewhere by our management from time to time,ccoalise actual results to differ materially frorosth indicated by the forward-looking

statements made in this prospectus:

o the strength of the United States economy in igé@ed the strength of the local economies in Wiie Company conducts operations;
o the effects of, and changes in, trade, monetadyfiacal policies and laws, including intereserpblicies of the Federal Reserve Board;
o inflation, interest rate, market and monetargtfhations;

o the timely development of and acceptance of n@dycts and services of the Company and the pedeaiverall value of these products
and services by users, including the featuresimgriand quality compared to competitors' produots$ services;

o the willingness of users to substitute competitproducts and services for the Company's produnctsservices;
o the success of the Company in gaining regulapproval of its products and services, when require

o the impact of changes in financial services' lamd regulations (including laws concerning takesiking, securities, agriculture and
insurance);

o technological changes;

0 acquisitions;

o changes in consumer spending and saving habds; a

o the success of the Company at managing theirigkésed in the foregoing.

The Company wishes to caution readers that sugbafdrlooking statements speak only as of the datgemThe Company does not
undertake, and expressly disclaims any intent dgation, to update any forwaddoking statement, whether written or oral, thayrba mad
from time to time by or on behalf of the Company.



PART |
Item 1. Description of Business
General

First Midwest Financial, Inc. is a Delaware corgimna, the principal assets of which are all theiggsand outstanding shares of First Federal
Savings Bank of the Midwest ("First Federal") amt @ity State Bank ("Security"). First Midwest, 8aptember 20, 1993, acquired all of the
capital stock of First Federal in connection wittsEFederal's conversion from the mutual to stioeckn ownership (the "Conversion"). On
September 30, 1996, First Midwest became a bardifigpcompany upon its acquisition of Security, Esulssed below.

Since the Conversion, the Company has acquiredadirancial institutions. On March 28, 1994, Fikéidwest acquired Brookings Federal
Bank in Brookings, South Dakota ("Brookings"). Orde@mber 29, 1995, First Midwest acquired lowa SgiBank, FSB in Des Moines,
lowa ("lowa Savings"). Brookings and lowa Savingsrevboth merged with, and now operate as divisibnBirst Federal. On September 30,
1996, First Midwest completed the acquisition ohal West Bancorporation ("CWB"). CWB was the hiofficompany for Security in
Stuart, lowa, which upon the merger of CWB intessEMidwest resulted in Security becoming a stamh@lbanking subsidiary of First
Midwest. Unless the context otherwise requiresregices herein to the Company include First Midw®sturity and First Federal and all
subsidiaries on a consolidated basis.

First Federal and Security (collectively, the "Bafjkare the only direct, active banking subsidséFirst Midwest. The Banks are
community-oriented financial institutions offeriagvariety of financial services to meet the neddh®communities they serve. The
Company, through the Banks, provides a full rariginancial services. The principal business osFffederal historically has consisted of
attracting retail deposits from the general pulid investing those funds primarily in one- to féamily residential mortgage loans and, to a
lesser extent, commercial and multi-family reahgstagricultural operating and real estate, canostm, consumer and commercial business
loans primarily in First Federal's market area.dly, First Federal's lending activities have exqed to include an increased emphasis on
originations of commercial and multi-family reat&e loans and commercial business loans. Theipahlousiness of Security has been and
continues to be attracting retail deposits fromghaeeral public and investing those funds in adjtical real estate and operating loans, and
commercial and multi-family real estate loans dod lesser extent, one- to four-family residentammercial business and consumer loans.
The Banks also purchase mortgdgeked securities and invest in U.S. Governmentageticy obligations and other permissible investm
At September 30, 2002, the Company had total as§&B07.6 million, deposits of $355.8 million, asidareholders' equity of $44.6 million.

The Company's revenues are derived primarily frot@rest on mortgage loans, mortgage-backed sexgyritivestments, consumer loans,
agricultural operating loans, commercial business$, income from service charges and loan origimgitloan servicing fee income, and
income from the sale of mutual funds, insurancelpcts, annuities and brokerage services througdeitdce corporation subsidiaries.

First Federal, directly through its wholly-ownedbsidiary, First Services Financial Limited ("Fi&rvices"), offers mutual funds, equities,
bonds, insurance products and annuities.

First Services Trust Company, established in A2002 as a wholly-owned subsidiary of First Midwgsgvides a full range of trust services.
First Midwest Financial Capital Trust, also a wiedwned subsidiary of First
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Midwest, was established in July 2001 for the paepof issuing Company Obligated Mandatorily Redd#enBreferred Securities.
First Midwest and the Banks are subject to comprsive regulation. See "Regulation" herein.

The executive offices of the Company are locatdgifét at Erie, Storm Lake, lowa 50588. Its telephmumber at that address is (712) 732-
4117.

Market Area

First Federal Savings Bank of the Midwest has flivisions: First Federal Savings Bank Storm Lakeydkings Federal Bank, lowa Savings
Bank and First Federal Savings Bank Sioux FalistHederal's headquarters is located on the cofrféfth and Erie streets in Storm Lake,
lowa. First Federal Storm Lake operates a totakwkn offices in Storm Lake, Lake View, Laurensnstan, Odebolt and Sac City, lowa.
Brookings Federal Bank operates one office in Biogk, South Dakota. lowa Savings Bank operatesftilities in Des Moines, West Des
Moines and Urbandale, lowa. First Federal SiouxsFabved from its temporary facility to a newly spructed building in April 2001.

Security State Bank operates its business thrdugte full-service offices in Casey, Menlo and Stuawa.

The Company's primary market area includes the looueties of Adair, Buena Vista, Calhoun, Guthide, Pocahontas, Polk and Sac, and
the South Dakota counties of Brookings, Lincoln Midnehaha.

Storm Lake is located in northwest lowa approxinyai®0 miles northwest of Des Moines and 200 mslesth of Minneapolis in Buena Vit
County. Like much of the State of lowa, Storm Lakel the surrounding market area are highly depéng®m farming and agricultural
markets. Major employers in the area include Budista Regional Medical Center, IBP/Tyson, Inc., Bir Foods of lowa, and Buena Vista
University, which currently enrolls 1,267 full-tingtudents at its Storm Lake campus and employsilFérhe faculty.

Brookings is located in east central South Dakaygroximately 50 miles north of Sioux Falls and 26ites west of Minneapolis in
Brookings County. The bank's market area encompaggaroximately a 30-mile radius of Brookings. Hnea is generally rural, and
agriculture is a significant industry in the comritynSouth Dakota State University is the largeapyer in Brookings. The University had
9,350 students enrolled for the 2001 fall term amgbloys 509 full-time faculty. The community alsastseveral manufacturing companies,
including 3M, Larson Manufacturing, Daktronics, é@ Plastics and Twin City Fan. The Brookings donsoperates from an office located
in downtown Brookings.

Des Moines, lowa's capitol, is located in centoaVd. The Des Moines market area encompasses PaltyCand surrounding counties. lowa
Savings Bank Division's main office is located jo#tl-80 at the intersection of two major strestdJrbandale - an area experiencing
significant growth. The West Des Moines office gies near a high-traffic intersection, across feomajor shopping mall. The Ingersoll
office is located near the heart of Des Moinesaonajor thorough fare, in a densely populated area.Highland Park facility is located in a
historical district approximately five minutes rnodf downtown Des Moines. Des Moines is one ofttigethree insurance centers in the
world, with sixty-seven insurance company headgusrnd over one hundred regional insurance off@dser major businesses include Hy-
Vee Food Stores, Inc., Bridgestone-Firestone, Bommunication Data Services, Inc., Pioneer Hi-Bred
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John Deere, and Meredith Corporation. Universitighe area include Drake University, Upper lowaugrsity, Simpson College, Grand
View College, Hamilton College and the Des Moinesvdrsity - Osteopathic Medical Center.

Sioux Falls is located at the crossroads of Inagest29 and 90 in southeast South Dakota, 270 solghwest of Minneapolis. The Sioux
Falls market area encompasses Minnehaha and Liooaimties. The city has ranked number two on gteofinational entrepreneurial hot
spots in 1999 and was among the top ten citiesdar jobs and for new or expanded facilities in 1008genetics, Inc. April 1999; Site
Selection, 1998). The bank is located at a higffitrantersection of Minnesota and 33rd in the hexrSioux Falls. Major employers in the
area include Sioux Valley Hospital, Avera McKennwspital, John Morrell & Company, Gateway, Inc.daty-Vee Food Stores. Sioux
Falls is also home to Augustana College with 20@Dblément of 1,807, and The University of SiouxIsatith 2001 enroliment of 1,332.

Security's main office operates in Stuart, whictocated in west-central lowa, approximately 40emivest of Des Moines on the border of
Adair and Guthrie counties. Security's market ésdaghly dependent on farming and agriculture.dldmsinesses include Agri-Drain
Corporation, Cardinal Glass, Rose Acre Farms amaféc Systems, Inc. In addition, a large numbeare residents commute to Des Moines
for work. In recent years, efforts of the West Cahit80 Development Corporation have resultedgmiicant development of new service-
related businesses in the area, associated witligbivard expansion of Des Moines and direct itdezshighway access. Seven industrial
parks exist in these two counties. This developrmpentides economic diversity to Security's marketa

Several of the Company's market areas are depeadagriculture-related businesses. Agriculturatesl businesses in recent years have
performed well due to a relatively stable agricidtienvironment in the Company's market area. Galgdow commodity prices have
challenged area farmers over the past few yeavgevwr, commodity prices have improved over the paat to help stabilize the agricultural
economy. Although there has been minimal effeceplesd to date, an extended period of low commagtilges could result in a reduced
demand for goods and services provided by agrimiitelated businesses, which could also affectrdibsinesses in the Company's market
area.

Lending Activities

General. Historically, the Company has originaizdd-rate, one- to four-family mortgage loans.He early 1980's, the Company began to
focus on the origination of adjustable-rate moregl\RM") loans and short-term loans for retentiorits portfolio in order to increase the
percentage of loans in its portfolio with more fueqt repricing or shorter maturities, and in so@&es higher yields, than fixed-rate
residential mortgage loans. The Company, howewr cbntinued to originate fixed-rate residentiattgege loans in response to consumer
demand. See "Management's Discussion and Analy8isset/Liability Management" in the Annual Report.

While the Company historically has focused its lagdactivities on the origination of loans secubgdirst mortgages on owner-occupied
one- to four-family residences, it also originaées purchases commercial and multi-family realtedtaans and originates consumer,
commercial business, residential and commerciattoction and agriculturally related loans. The @amy originates most of its loans in its
primary market area. More recently, the Companyihagased its emphasis, both in absolute dollagsaa a percentage of its gross loan
portfolio, on all types of commercial lending. A¢@ember 30, 2002, the Company's net loan portfotaled $343.2 million, or 56.5% of the
Company's total assets.

Loan applications are initially considered and appd at various levels of authority, dependinglentype, amount and loan-to-value ratio of
the loan. The Company has loan committees for eftihe Banks. Loans in excess of
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certain amounts require the approval of at leastd@mmittee members who must also be executiveasffj by the Bank's Board loan
committee or by the Bank's Board of Directors, vaties responsibility for the overall supervisiorited loan portfolio. The Company
reserves the right to discontinue, adjust or create lending programs to respond to its needs @edrmpetitive factors.

At September 30, 2002, the Company's largest lgnditationship to a single borrower or group o&tetl borrowers totaled $8.7 million. The
Company had nineteen other lending relationshigxaess of $3.0 million as of September 30, 2008 thie average outstanding balance of
such loans totaling approximately $4.4 million.@dptember 30, 2002, each of these loans was pénfpimaccordance with its repayment
terms.



Loan Portfolio Composition. The following table pides information about the composition of the Camys loan portfolio in dollar
amounts and in percentages (before deductionsémslin process, deferred fees and discounts Bwdaaices for losses) as of the dates
indicated.

September 30,

2002 2001 20 00

Amou nt Percent Amount Percent Amount Percent

(Dollars in Thousands)

Real Estate Loans

One- to four-family $73, 933 20.8% $ 95,612 27.9% $105,702 31.6%
Commercial and multi-family............ 151, 806 42.7 123,636 36.0 103,595 31.0
Agricultural.............cooeeeeenns 12, 067 3.4 11,729 3.4 10,895 3.3
Construction or development............ 25, 745 7.3 21,884 6.4 31,301 9.4
Total real estate loans 263, 551 742 252,861 73.7 251,493 75.3

Other Loans:
Consumer Loans:

Home equity.......cccccvvvevvenennnn. 14, 669 41 17,458 5.1 18,144 5.4
Automobile... 3, 287 0.9 4,160 1.2 2,596 .8
Other(1)...cccoeuveeeeiiiiieeens 5, 637 1.6 6,551 1.9 5,743 1.7
Total consumer loans............... 23, 593 6.6 28,169 8.2 26,483 7.9
Agricultural operating.... 308 7.1 25,253 7.4 26,810 8.0
Commercial business.... 844 12.1 36,773 10.7 29,332 8.8
Total other loans.................. 745 25.8 90,195 26.3 82,625 24.7
Total loans..............cccee. 355, 296 100.0% 343,056 100.0% 334,118 100.0%
Less:
Loans in process.........cccceeeenunnes 7, 155 5,859 5,424
Deferred fees and discounts............ 256 266 401
Allowance for losses 693 3,869 3,590
Total loans receivable, net... 192 $333,062 $324,703
September 30,
1999 1998
Am ount Percent Amount Percent

(Dollars in Thousands)

Real Estate Loans

One- to four-family $11 0,317 348% $85,799 30.5%
Commercial and multi-family............ 8 5,793 27.1 66,845 23.8
Agricultural............cccoooene. 9,874 3.1 10,537 3.8
Construction or development............ 2 8,379 9.0 32,990 117
Total real estate loans................ 23 4,363 740 196,171 69.8

Other Loans:
Consumer Loans:

Home equity.......cccccvvveveenennnn. 1 4,834 4.7 15,285 5.4
Automobile..........c.ccceeeeiin. 3,861 1.3 4,445 1.6
Other(1)...ccccovuveeeiiiiiieeeene 4731 14 6,509 2.3
Total consumer loans... 2 3,426 7.4 26,239 9.3
Agricultural operating.... 2 9,284 9.2 37,234 132
Commercial business.................... 2 9,942 94 21,587 7.7
Total other loans.................. 8 2,652 26.0 85,060 30.2
Total loans..............cccee. 31 7,015 100.0% 281,231 100.0%
Less:
Loans in process.........ccccveeenunnes 1 0,494 7,738
Deferred fees and discounts............ 350 298

Allowance for losses................... 3,093 2,909



Total loans receivable, net............ $30 3,078 $270,286

(1) Consist generally of various types of secuned egnsecured consumer loans.
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The following table shows the composition of thex@any's loan portfolio by fixed and adjustable &téhe dates indicated.

Fixed Rate Loans

Real estate:
One- to four-family ..................... $ 46
Commercial and multi-family ............. 72
Agricultural ..........cooooiiiinns 5
Construction or development ............. 2

Total fixed-rate real estate loans .... 127

CONSUMET ..ccvvviiiiiiiiiiieeeeeeeeeeenns
Agricultural operating ..
Commercial business ..

Total fixed-rate loans ................

Adjustable Rate Loans:

Real estate:
One- to four-family .... 27
Commercial and multi-family ............. 79
Agricultural ..........ccooeeeveiinnns 6
Construction or development ............. 22

Total adjustable-rate real estate loans 135

CONSUMET ..vvviiiiieieeieeeeeee i
Agricultural operating
Commercial business

Total adjustable rate loans ........... 183
Total loans .........cccccvvvveeeennn. 355
Less:
Loans in process .........cccceveuveeenn. 7
Deferred fees and discounts .............
Allowance for l0SSes ..........cccc...... 4

Total loans receivable, net ........... $343

Fixed Rate Loans

Real estate:
One- to four-family ....
Commercial and multi-family ............. 3
Agricultural ..........cooooiiiins
Construction or development .............

Total fixed-rate real estate loans .... 9

CONSUMET ..vvviviiieiieieeeeeee i 2
Agricultural operating .................. 1
Commercial business ...........ccc.v.e... 2

Total fixed-rate loans ................ 15

Adjustable Rate Loans:

Real estate:
One- to four-family ..................... 5
Commercial and multi-family ............. 5
Agricultural ..........ccooeeeviiinne
Construction or development ............. 2

Total adjustable-rate real estate loans 13

CONSUMET .o
Agricultural operating .................. 1

Septemb

2002

2001 2

unt

Percent Amount Percent Amount

(Dollars in

,642 13.1% $ 55,521 16.2% $ 50,813
,658 20.5 40,778 11.9 35,277
,498 15 5,605 1.6 3,147
,788 0.8 5,545 1.6 4,001
,586 35.9 107,449 31.3 93,238
,282 5.7 25,834 75 25,066
,339 2.6 7,402 2.2 10,396
,455 4.1 14,986 4.4 14,215
,662 48.3 155,671 454 142,915
,291 7.7 40,091 11.7 54,889
,148 22.3 82,858 20.5 68,318
,569 1.8 6,124 1.8 7,748
,957 6.5 16,339 4.8 27,300
,956 38.3 145,412 42.4 158,255
311 0.9 2,335 7 1,417
,969 45 17,851 5.2 16,414
,389 8.0 21,787 6.4 15,117
,634 51.7 187,385 54.6 191,203
,296 100.0% 343,056 100.0% 334,118
,155 5,859 5,424

256 266 401
,693 3,869 3,590
,192 $333,062 $324,703

September 30,

1999 1998

ount Percent Amount Percent

(Dollars in Thousands)

2,943
4,326
5,080
2,322

16.7% $51,235 18.2%

11,582 4.1
4,982 1.8
1,829 7
69.628 24.8
24,909 8.8
18,821 6.7
15,108 5.4

34,564 12.3
55,263 19.6
5,555 2.0
31,161 111
126,543 45.0
1,330 5
18,413 6.5

Thousands)

15.2%
10.6



Commercial business .....................
Total adjustable rate loans ........... 16
Total loans .........ccccoceeiciiene 31

Less:
Loans in process .........ccccoveuveeenn. 1

Deferred fees and discounts .
Allowance for l0SSses .........cccc......

Total loans receivable, net ........... $30

3,078

2.3

54.3

100.0% 281,231  100.0%

$270,286




The following table illustrates the interest ragmsitivity of the Company's loan portfolio at Sepber 30, 2002. Mortgages which have
adjustable or renegotiable interest rates are stamamaturing in the period during which the corttraprices. The table does not reflect the

effects of possible prepayments or enforcementiefah-sale clauses.

Real E
Mortgage(1) Cons
Weighted
Average
Amount  Rate Amount
Due During Years
Ending September 30
2003(2) $91,803 6.75% $22,452
2004-2007 97,534 7.16 3,093
2008 and following 48,469 7.00 200
Commercial
Business T
Weighted
Average
Amount  Rate Amount
Due During Years
Ending September 30
2003(2) $32,660 6.30% $175,07
2004-2007 8,876 6.26 125,75

2008 and following 1,308 6.18 54,47

state
Agric
truction Consumer Oper
Weighted Weighted
Average Average
Rate Amount Rate Amount

(Dollars in Thousands)

5.92% $8,605 7.99% $19,550
7.09 11,541 8.42 4,708
5.50 3,447 8.76 1,050

Weighted
Average
Rate

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

(2) Includes demand loans, loans having no statadnity and overdraft loans.
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The total amount of loans due after September @03 2vhich have predetermined interest rates is 138lion, while the total amount of
loans due after such date which have floating @usadble interest rates is $169.1 million.

One- to Four-Family Residential Mortgage Lendinge©to four-family residential mortgage loan origfions are generated by the
Company's marketing efforts, its present custonveatk-in customers and referrals from real estgengs and builders. At September 30,
2002, the Company's one- to four-family residentiattgage loan portfolio totaled $73.9 million,28.8% of the Company's total gross loan
portfolio. Approximately 20.7% of the Company's etefour-family mortgage loans or 4.3% of the C@my's gross loans have been
purchased, generally from other financial instdnt. The majority of these are ARM loans. See 'lgi@ations, Purchases, Sales and
Servicing of Loans and Mortgage-Backed Securitids September 30, 2002, the average outstandimgipel balance of a one- to four-
family residential mortgage loan was $57,000.

The Company offers fixed-rate and ARM loans. Dutiing year ended September 30, 2002, the Compaginated $1.9 million of
adjustable-rate loans and $49.5 million of fixeter@ans secured by one- to four-family residental estate, of which approximately $29.9
million was held in portfolio. The Company's one{four-family residential mortgage originations aezured primarily by properties located
in its primary market area and surrounding areas.

The Company originates one- to four-family resid@nmhortgage loans with terms up to a maximum of/8@rs and with loan-to-value ratios
up to 97% of the lesser of the appraised valud®fecurity property or the contract price. The @any generally requires that private
mortgage insurance be obtained in an amount seffico reduce the Company's exposure to at or bslevB0% loan-to-value level or the
loans are sold. Residential loans generally donubade prepayment penalties.

The Company currently offers one, three, five aedks year ARM loans. These loans have a fixedfoatéhe stated period and, thereafter,
such loans adjust annually. These loans generallyige for an annual cap of up to a 200 basis pand a lifetime cap of 600 basis points
over the initial rate. As a consequence of usingdial fixed-rate and caps, the interest ratesh@se loans may not be as rate sensitive as is
the Company's cost of funds. The Company's ARMsat@ermit negative amortization of principal amd aot convertible into a fixed rate
loan. The Company's delinquency experience oniRbMAoans has generally been similar to its expegeon fixed rate residential loans.

Due to consumer demand, the Company also offegslfiate mortgage loans with terms up to 30 yeaost of which conform to secondary
market standards,

i.e., Fannie Mae, Ginnie Mae, and Freddie Mac stedsd Interest rates charged on these fixed-rateslare competitively priced according to
market conditions. The Company currently sells mimst not all, of its fixed-rate loans with termfsl® years or longer. Historically, the
Company had held in portfolio a higher percentagéesdixed rate mortgage loans.

In underwriting one- to four-family residential tesstate loans, the Company evaluates both thewerts ability to make monthly payments
and the value of the property securing the loanstibooperties securing real estate loans madeeb@€tmpany are appraised by independent
fee appraisers approved by the Board of Direcidne. Company generally requires borrowers to otdaiattorney's title opinion or title
insurance, and fire and property insurance (incigdiiood insurance, if necessary) in an amouniess than the amount of the loan. Real
estate loans originated by the Company generaliyato a "due on sale" clause allowing the Compangetclare the unpaid principal balance
due and payable upon the sale of the security pryope



Commercial and Multi-Family Real Estate LendingeT@ompany is also engaged in commercial and natily real estate lending in its
primary market area and surrounding areas andurabgsed whole loan and participation interesteans from other financial institutions.
At September 30, 2002, the Company's commerciahault-family real estate loan portfolio totaled®18 million, or 42.7% of the
Company's total gross loan portfolio. The purchdeads and loan participation interests are gelyesatured by properties located in the
Midwest and Northwest. See " - Originations, Pusgisa Sales and Servicing of Loans and Mortgage-@h8lecurities.” The Company, in
order to supplement its loan portfolio and consist@th management's objectives to expand the Cagipaommercial and mulfamily loan
portfolio, purchased $24.5 million, $24.0 millionca$48.9 million of such loans during fiscal 208201 and 2000, respectively. At
September 30, 2002, $417,000 or 0.3% of the Compaoynmercial and multi-family real estate loansenmn-performing. See " -- Non-
Performing Assets, Other Loans of Concern and GiedsAssets."

The Company's commercial and multi-family real &staan portfolio is secured primarily by apartmbuatldings, nursing homes, assisted
living/retirement facilities, office buildings arftbtels. Commercial and multi-family real estatentwgenerally have terms that do not exceed
20 years, have loan-to-value ratios of up to 80%efappraised value of the security property,aedypically secured by personal
guarantees of the borrowers. The Company has etyafi rate adjustment features and other ternits kcommercial and multi-family real
estate loan portfolio. Commercial and multi-fantidal estate loans provide for a margin over a nurabdifferent indices. In underwriting
these loans, the Company currently analyzes tlaadial condition of the borrower, the borrowersdit history, and the reliability and
predictability of the cash flow generated by thegarty securing the loan. Appraisals on propeg@siring commercial real estate loans
originated by the Company are performed by indepehdppraisers.

At September 30, 2002, the Company's largest cogiai@nd multi-family real estate loan was a $5iiom loan secured by an assisted
living care facility. The Company had thirteen athemmercial and/or multi-family loans in excesss8f0 million at such date. All of these
loans are currently performing in accordance witsirtterms. At September 30, 2002, the averagdandmg principal balance of a
commercial or multi-family real estate loan heldthg Company was $526,000.

Multi-family and commercial real estate loans gatigpresent a higher level of risk than loans sedy one- to foufamily residences. Th
greater risk is due to several factors, includimg¢oncentration of principal in a limited numbétaans and borrowers, the effect of general
economic conditions on income producing propedies the increased difficulty of evaluating and norimg these types of loans.
Furthermore, the repayment of loans secured byi4fanitily and commercial real estate is typicallypdadent upon the successful operation
of the related real estate project. If the castv fimm the project is reduced (for example, if lesare not obtained or renewed, or a
bankruptcy court modifies a lease term, or a mi@oant is unable to fulfill its lease obligationtje borrower's ability to repay the loan may
be impaired.

Construction Lending. The Company makes constradtians to individuals for the construction of theisidences as well as to builders for
the construction of one- to four-family residenaesl commercial and multi-family real estate. At t®efber 30, 2002, the Company's
construction loan portfolio totaled $25.7 milliaor, 7.3% of the Company's total gross loan portfolio

Construction loans to individuals for their resides are structured to be converted to permanens lathe end of the construction phase,
which typically runs up to twelve months. Thesestanction loans have rates and terms which genaratch the one- to four-family loan
rates then offered by the Company, except thahdutie construction phase the borrower pays irtterdg. Generally, the maximum loan-to-
value ratio of owner occupied single family constion loans is 80% of appraised value. Residential
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construction loans are generally underwritten pamgto the same guidelines used for originatingnaerent residential loans. At September
30, 2002, the Company had $1.1 million of constaictoans to borrowers intending to live in the pedies upon completion of construction.

Generally, construction loans to builders of omefour-family residences require the payment adriest only for up to 12 months and have
terms of up to 12 months. These loans may provadéhe payment of interest and loan fees from lo@teeds and carry adjustable rates of
interest. Loan fees charged in connection withatfigination of such loans are generally 1%.

Construction loans on commercial and multi-faméwplrestate projects may be secured by apartmenisylural facilities, small office
buildings, medical facilities, assisted living fitgés, hotels or other property, and are generstilyctured to be converted to permanent loans
at the end of the construction phase, which gelyemats up to 18 months. During the constructioagghthe borrower pays interest only.
These loans generally provide for the payment t&fr@st and loan fees from loan proceeds. At Septe 2002, the Company had
approximately $24.6 million of loans for the comstion of commercial and multi-family real estafdis amount consisted of one loan
totaling $5.0 million for the construction of arsested living care facility, two loans totaling $8nillion for the construction of hotels, one
loan totaling $2.0 million for the constructionari apartment complex, and seven loans totaling®8libn for the construction of
commercial facilities. All of these loans were penfiing in accordance with their terms at Septen3ie2002.

Construction loans are obtained principally throeghtinued business from builders who have preWdosrrowed from the Company and
from existing customers who are building new féieifi. The application process includes a submidsidhe Company of accurate plans,
specifications, costs of the project to be consédiand projected revenues from the project. Theses are also used as a basis to determine
the appraised value of the subject property. L@aasased on the lesser of the current appraided whthe property or the cost of
construction (land plus building).

Because of the uncertainties inherent in estimatorgstruction costs and the market for the prajpcin completion, it is relatively difficult to
evaluate accurately the total loan funds requicecbimplete a project, the related loan-to-valuesaind the likelihood of ultimate success of
the project. Construction loans to borrowers othan owner-occupants also involve many of the sashe discussed above regarding multi-
family and commercial real estate loans and tergbtmore sensitive to general economic conditibaa many other types of loans. Also, the
funding of loan fees and interest during the cartsiton phase makes the monitoring of the progré#iseoproject particularly important, as
customary early warning signals of project difftted may not be present.

Agricultural Lending. The Company originates loam$inance the purchase of farmland, livestockyfanachinery and equipment, seed,
fertilizer and for other farm related products.Sgptember 30, 2002, the Company had agricultushlestate loans secured by farmland of
$12.1 million or 3.4% of the Company's gross loartfplio. At the same date, $25.3 million, or 7.B5¥¢he Company's gross loan portfolio,
consisted of secured loans related to agricultypatations.

Agricultural operating loans are originated at eithn adjustable or fixed rate of interest forap bne year term or, in the case of livestock,
upon sale. Most agricultural operating loans havms of one year or less. Such loans provide fgmeats of principal and interest at least
annually, or a lump sum payment upon maturity & dhiginal term is less than one year. Loans seldoyeagricultural machinery are
generally originated as fixedte loans with terms of up to seven years. At&aper 30, 2002, the average outstanding princigahoe of a
agricultural operating loan held by the Company $46,000. At September 30, 2002, $1.2 million, 324, of the Company's agricultural
operating loans were non-performing.
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Agricultural real estate loans are frequently ovéged with adjustable rates of interest. Generaligh loans provide for a fixed rate of interest
for the first one to five years, which then ballammadjust annually thereafter. In addition, sumdmis generally amortize over a period of te
20 years. Adjustable-rate agricultural real edizdes provide for a margin over the yields on theesponding U.S. Treasury Security or
prime rate. Fixed-rate agricultural real estatefogenerally have terms up to five years. Agricaltoeal estate loans are generally limited to
75% of the value of the property securing the IdstrSeptember 30, 2002, $41,000 or .3% of the Cawipaagricultural real estate portfolio
was non-performing.

Agricultural lending affords the Company the oppaity to earn yields higher than those obtainabl@e- to fourfamily residential lending
Nevertheless, agricultural lending involves a gegedegree of risk than o- to four-family residential mortgage loans becaofthe typically
larger loan amount. In addition, payments on lamesdependent on the successful operation or maragef the farm property securing the
loan or for which an operating loan is utilized.eT$uccess of the loan may also be affected by f@@bgrs outside the control of the farm
borrower.

Weather presents one of the greatest risks asdnailght, floods, or other conditions, can seveliatjt crop yields and thus impair loan
repayments and the value of the underlying collditdtis risk can be reduced by the farmer wittagety of insurance coverages which can
help to ensure loan repayment. Government suppograms and the Company generally require thatdesmrocure crop insurance
coverage.

Grain and livestock prices also present a riskreee® may decline prior to sale resulting in aufalto cover production costs. These risks
be reduced by the farmer with the use of futuregraats or options to mitigate price risk. The Campfrequently requires borrowers to use
future contracts or options to reduce price ristk help ensure loan repayment.

Another risk is the uncertainty of government peogs and other regulations. During periods of lomewdity prices, the income from
government programs can be a significant sourcasi to make loan payments and if these prograendiscontinued or significantly
changed, cash flow problems or defaults could tesul

Finally, many farms are dependent on a limited neinab key individuals upon whose injury or deathymasult in an inability to successfully
operate the farm.

Consumer Lending. The Company offers a varietyeafised consumer loans, including automobile, buahe equity, home improvement,
federally guaranteed student loans, and loans eédyr savings deposits. In addition, the Compafgrebther secured and unsecured
consumer loans. The Company currently originatestsumtially all of its consumer loans in its primanarket area and surrounding areas.
Company originates consumer loans on both a daedtindirect basis. At September 30, 2002, the Gmyip consumer loan portfolio total
$23.6 million, or 6.6% of its total gross loan polib. Of the consumer loan portfolio at SeptemB@r 2002, most were short- and
intermediate-term, fixed-rate loans.

The largest component of the Company's consumargoéfolio consists of home equity loans and linésredit. Substantially all of the
Company's home equity loans and lines of credisaceired by second mortgages on principal residefite Company will lend amounts
which, together with all prior liens, may be upl@0% of the appraised value of the property seguhe loan. Home equity loans and line:
credit have maximum terms of up to 15 years anel yirars, respectively.

12



The Company primarily originates automobile loansadlirect basis, but also originates indirect mugtbile loans on a very limited basis.
Direct loans are loans made when the Company exterediit directly to the borrower, as opposed thiréct loans, which are made when the
Company purchases loan contracts, often at a discfsam automobile dealers which have extendeditte their customers. The Compar
automobile loans typically are originated at fixpterest rates with terms up to 60 months for ned ased vehicles. Loans secured by
automobiles are generally originated for up to 8if%he N.A.D.A. book value of the automobile sengrthe loan.

Consumer loan terms vary according to the typevaiae of collateral, length of contract and creditthiness of the borrower. The
underwriting standards employed by the Compangénisumer loans include an application, a deternainaif the applicant's payment
history on other debts and an assessment of atailityeet existing obligations and payments on thegsed loan. Although creditworthiness
of the applicant is a primary consideration, thdamvriting process also includes a comparison ®ftdue of the security, if any, in relation
to the proposed loan amount.

Consumer loans may entail greater credit risk ttmresidential mortgage loans, particularly in¢hse of consumer loans which are
unsecured or are secured by rapidly depreciabltsassich as automobiles or recreational equiprestich cases, any repossessed colle
for a defaulted consumer loan may not provide agadte source of repayment of the outstandingbatamce as a result of the greater
likelihood of damage, loss or depreciation. In &ddi consumer loan collections are dependent erbtirower's continuing financial
stability, and thus are more likely to be affedgdadverse personal circumstances. Furthermor@pplcation of various federal and state
laws, including bankruptcy and insolvency laws, riayt the amount which can be recovered on suehndo At September 30, 2002, none of
the Company's consumer loan portfolio was non-penifog.

Commercial Business Lending. The Company alsomaitgis commercial business loans. Most of the Cogtpaommercial business loans
have been extended to finance local and regiorshbsses and include short-term loans to finanagimary and equipment purchases,
inventory and accounts receivable. Commercial I@dss involve the extension of revolving credit ocombination of equipment
acquisitions and working capital in expanding conips. At September 30, 2002, $42.8 million, or ¥2 df the Company's total gross loan
portfolio was comprised of commercial business $oan

The maximum term for loans extended on machinedyeaquipment is based on the projected useful filzioh machinery and equipment.
Generally, the maximum term on non-mortgage lirfezedit is one year. The loan-to-value ratio onlsloans and lines of credit generally
may not exceed 80% of the value of the collatezalisng the loan. The Company's commercial busileesing policy includes credit file
documentation and analysis of the borrower's clharacapacity to repay the loan, the adequacyebtrrower's capital and collateral as well
as an evaluation of conditions affecting the boenvAnalysis of the borrower's past, present aturéucash flows is also an important aspect
of the Company's current credit analysis. None#isglsuch loans are believed to carry higher cristtithan more traditional investments.

The largest commercial business loan outstandi@gptember 30, 2002 was a $7.3 million warehownsedf credit secured primarily by the
assignment of automobile contracts and new and asanobiles. The next largest commercial busifeess outstanding at September 30,
2002 was a $4.1 million loan secured by operatssgs used in the manufacture and sale of comrhersidation systems. The Company
had six other commercial business loans outstaridiegcess of $1.0 million at September 30, 200Rofthese loans are currently
performing in accordance with their terms. At Segtter 30, 2002, the average outstanding principahnice of a commercial business loan
held by the Company was $119,000.
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Unlike residential mortgage loans, which generatly made on the basis of the borrower's abilitpéie repayment from his or her
employment and other income and which are securedd property whose value tends to be more easitgrtainable, commercial business
loans typically are made on the basis of the boertsaability to make repayment from the cash fldwhe borrower's business. As a result,
availability of funds for the repayment of commatdiusiness loans may be substantially dependetiteosuccess of the business itself
(which, in turn, is likely to be dependent upon gfemeral economic environment). The Company's caciaidusiness loans are usually, but
not always, secured by business assets and peoaraintees. However, the collateral securingahrd may depreciate over time, may be
difficult to appraise and may fluctuate in valueséd on the success of the business. At Septemb2038, $408,000 or 1.0% of the
Company's commercial business loan portfolio was performing.

Originations, Purchases, Sales and Servicing oht@ad Mortgage-Backed Securities

Loans are generally originated by the Companyf$ stasalaried loan officers. Loan applications saken and processed in the branches and
the main office of the Company. While the Compariginates both adjustable-rate and fixed-rate lpassbility to originate loans is
dependent upon the relative customer demand fosloaits market. Demand is affected by the intet@® and economic environment.

The Company, from time to time, sells whole loand lan participations generally without recouseSeptember 30, 2002, there were no
loans outstanding sold with recourse. When loaesald the Company typically retains the respolisitior collecting and remitting loan
payments, making certain that real estate tax paigree made on behalf of borrowers, and otherséseécing the loans. The servicing fee is
recognized as income over the life of the loang Tbmpany services loans that it originated and wahling $40.3 million at September 30,
2002, of which $18.1 million were sold to FannieeMand $22.2 million were sold to others.

In periods of economic uncertainty, the Companliktya to originate large dollar volumes of loansynbe substantially reduced or restricted,
with a resultant decrease in related loan origimatées, other fee income and operating earnimgaddition, the Company's ability to sell
loans may substantially decrease as potential bypeincipally government agencies) reduce theicipasing activities.
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The following table shows the loan origination (irding undisbursed portions of loans in processgiclpase and repayment activities of the
Company for the periods indicated.

September 30,
2002 2001 2000
(Dollars in Thousands )
Originations by type:
Adjustable rate:
Real estate - one- to four-family ............ .. $ 1,892 $ 1,957 $ 4,047
- commercial and multi-family............. .. 23,781 5,691 7,386
- agricultural real estate........cccee.. . L 3,807 3,622 2,933
Non-real estate - consumer ........c.ccceeeeee. 3,161 7,288 2,131
- commercial business .......c..cccceeeee.. L 83,479 31,016 8,420
- agricultural operating........ccccccc... L. 20,036 23,748 13,981
Total adjustable-rate .........ccceeeeeeeeeee. L 136,156 73,322 38,898
Fixed rate:
Real estate - one- to four-family...........~~ ... 49,493 37,116 11,268
- commercial and multi-family............~— ... 50,848 6,504 8,659
- agricultural real estate......ccccco.... L. --- - 525
Non-real estate - consumer .........ccceeeeee. 13,823 17,894 17,233
- commercial business.......ccccccceeeee.. L 33,277 15,776 14,747
- agricultural operating........ccooeeeee. L 16,265 8,980 12,992
Total fixed-rate 163,706 86,270 65,424
Total loans originated...........cccccoeeeeee. L 299,862 159,592 104,322
Purchases:
Real estate- one-to-four-family...................... ... --- 4,735 -
- commercial and multi-family.............. .. 24,542 23,960 48,877
Non-real estate - commercial business............... ... 2,563 4,514 6,688
Total l0ans......cccoovveevcieiieeeees L 27,105 33,209 55,565
Total mortgage-backed securities.............. . .. 128,494 22,886 -
Total purchased.......cccccovvvveveeeeee L 155,599 56,095 55,565
Sales and Repayments:
Sales:
Real estate - one- to four family...............~ .. 21,486 14,085 4,532
Non-real estate - commercial business.......... ... --- --- ---
Total loans.....ccccooveevevviiiieeeeeeee 21,486 14,085 4,532
Mortgaged-backed securities..........ccoeeeeeee. L --- --- 20,654
Total saleS......ccoovevvvcvveeiiics 21,486 14,085 25,186
Repayments:
Loan principal repayments......ccccceceveveeee. L 293,241 169,809 138,038
Mortgage-backed securities repayments........... ... 48,519 16,447 9,663
Total principal repayments..........cccceeeeeee. L 341,760 186,256 147,701
Total reductions........ccccevvevvccve. L 363,246 200,341 172,887
Increase (decrease) in other items, net........ ... (1,389) 4,816 (788)
Net increase (decrease)........cccceeeeeeee $ 90,826 $ 20,162 $(13,788)

At September 30, 2002, approximately $107.3 millimn30.2%, of the Company's gross loan portfotinsisted of purchased loans. The
Company believes that purchasing loans secureddiyestate located outside of its market areataghis Company in diversifying its
portfolio and may lessen the adverse affects oiCtirapany's business or operations which could rasul
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the event of a downturn or weakening of the locah®my in which the Company conducts its operatiblusvever, additional risks are
associated with purchasing loans secured by réatieesutside of the Company's market area, inciutlie lack of knowledge of the local real
estate market and difficulty in monitoring and iesping the property securing the loans.

The following table provides information regardithge Company's balance of wholly purchased reateekians and real estate loan
participations for each state in which the balaviceuch loans exceeded $1.0 million at Septembg2@02. Not included in the following
table are purchased commercial business loansni@®l.4 million, approximately 88% of which aredted in the Company's market area.

One- to four-
Family Loans

Number
of
Location Balance Loans
$ 68 2
9 2
1,719 33
Minnesota...........
Missouri..... 565 10
Nebraska............ 35 5
North Carolina...... 5,647 27
Oregon..............
South Dakota........ 108 13
Washington.......... 5,651 19
Wisconsin .
Other states........ 1,515 81
Total............ $15,317 192
Percent of loan
Portfolio........ 20.7%

Commercial and Construction Total Pu rchased
Multi-Family Loans Loa ns
Number Number Number
of of of
Balance Loans Balance Loans Balance Loans

(Dollars in Thousands)

$1013 1 $5,000 1 $ 6,081 4
5697 3 --- --- 5,706 5
5328 8 --- --- 5,328 8
1561 2 --- --- 1,561 2
2844 4 2,100 1 6,663 38
5501 9 --- --- 5,501 9
4,322 4 --- --- 4,887 14

285 1 --- --- 320 6
- - --- --- 5,647 27
-- - 4,000 2 4,000 2
5361 7 2814 4 8,283 24
32,954 13 3,544 1 42,149 33
6,461 5 --- --- 6,461 5
1,748 5 -- --- 3,263 86
73,075 62 $17,458 9  $105,850 263
48.1% 67.8% 29.8%

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

When a borrower fails to make a required paymentahestate secured loans and consumer loangwithilays after the payment is due,
Company generally institutes collection procedimgsnailing a delinquency notice. The customer istacted again, by written notice or
telephone, before the payment is 45 days pastmili@gain before 75 days past due. In most casksgaencies are cured promptly;
however, if a loan has been delinquent for more 8adays, satisfactory payment arrangements neuatibered to or the Company will

initiate foreclosure or repossession.

Generally, when a loan becomes delinquent 90 dag®oe or when the collection of principal or irgst becomes doubtful, the Company

will place the
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loan on a noraccrual status and, as a result, previously acdnieckst income on the loan is taken out of curiecome. The loan will rema
on a non-accrual status until the loan becomegntrr

The following table sets forth the Company's loatirdjuencies by type, before allowance for loarsdss by amount and by percentage of
type at September 30, 2002.

Loans Delinquent For:

30-59 Day S 60-89 Days 90D ays 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....... 7 $ 194 .26% 1 $ 61 .08% 3 $ 66 .09%
Commercial and multi-family 2 529 .35 1 2959 1.95 1 417 27
Agricultural real estate.. - 1 156 1.29 1 41 .34
Consumer...........c..c.e.... 12 180 .76 4 98 42
Agricultural operating 1 128 .51 3 128 .51 4 1,198 4.73
Commercial business.......... 4 152 .35 6 408 .95
Total...cooooeereens 26 $1,183 .33% 10 $3,402 96% 15 $2,130 .60%

Delinquencies 90 days and over constituted .60%taf loans and .35% of total assets.
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The table below sets forth the amounts and categofinon-performing assets in the Company's laatigho. Loans, with some exceptions,
are typically placed on noaeccrual status when the loan becomes 90 days @ detinquent or when the collection of principatlam interes
become doubtful. For all years presented, the Cowgiparoubled debt restructurings (which involvedgiving a portion of interest or
principal on any loans or making loans at a rateenslly less than that of market rates) are inetlich the table and were performing as
agreed.

September 30,
2002 2001 2000 1999 1998
Non-accruing loans:
One- to four-family.............ccccceeeenne. . $ 51 $ 168 $ 206 $ 613 $ 298
Commercial and multi-family..................... . 417 464 -- 1,055 777
Agricultural real estate............cc.......... . 41 --- 37 70
CONSUMET.....oevveveerenennn. - 33 --- 140 142
Agricultural operating... . 394 569 17 285 1,738
Commercial business..........ccccccoveeninns . 408 369 51 75 209
Total non-accruing loans.............c..c..... . 1,311 1,603 311 2,238 3,164
Accruing loans delinquent
90 days OF MOr€......ccceveeeeeeeiiiiiiiinenns . 819 3,905
Total non-performing loans.................... . 2,130 1,603 311 2,238 7,069

Restructured Loans:
CONSUMET ..ccviiiiiieeieeee et . 10 - -
Agricultural operating... .
Commercial business............cccccvveveeeens . 71 --- 43 53

Total restructured loans..................... . 80 24 961 976

Foreclosed assets:

One- to four-family..........cccooeieeeinins . --- 94 19
Commercial real estate...........cccccceeen.... . 1,310 889 430 1,324
CONSUMET.....cuvvvieeeeeenennn. . 18 51 15 24 19
Commercial business - 25
Total..oooeee e 1,328 940 445 143 1,362
Less: Allowance for losses..............cc...... -- 299
Total foreclosed assets, net.................. 1,328 940 445 143 1,063
Total non-performing assets..................... . $3,538 $2,567 $1,717 $3,357 $8,132
Total as a percentage of total assets........... . 58%  .49% 34%  .66% 1.94%

For the year ended September 30, 2002, gross shiecmme which would have been recorded had theagaruing loans been current in
accordance with their original terms amounted joragmately $404,000, of which none was includethierest income.

Nor-accruing Loans. At September 30, 2002, the Compaay$1.3 million in non-accruing loans, which ditnged .37% of the Company's
gross loan portfolio. At such date, there were ar-accruing loans or aggregate non-accruing loaesé¢ borrower in excess of $500,000 in
net book value.

Accruing Loans Delinquent 90 Days or More. At Semter 30, 2002, accruing loans delinquent 90 daysare included a $804,000
agricultural loan secured
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by agricultural real estate, machinery and crop& Company is well secured on this loan and ariegpcollecting all principal and accrued
interest.

Other Loans of Concern. At September 30, 2002¢there loans totaling $11.5 million not includedhe table above where known
information about the possible credit problemsafbwers caused management to have concern as #bility of the borrower to comply
with the present loan repayment terms. This amoonsisted of two one- to four-family residentialmgage loans totaling $72,000, three
commercial business loans totaling $100,000, segecultural operating loans totaling $1.9 millidwenty-nine consumer loans totaling
$186,000 and four commercial real estate loandrigt&9.1 million.

Commercial real estate loans of concern at Septe@the002 included a $4.1 million participatiomfosecured by a hotel located in Federal
Way, Washington. A slow down in the travel indusfter 9/11 contributed to delinquency issues whith loan during fiscal 2002. The travel
industry is in process of recovering from this sldawn and the loan was current at September 3®.200

Also included in commercial real estate loans afaswn at September 30, 2002 was a $3.0 millionigiaation loan secured by an assisted
living care facility located in Federal Way, Wadiion. At September 30, 2002, the loan was 60 dalsqlient due primarily to declining
occupancy as a result of increased competitioheératea. The borrower has focused on increasingpaocy rates and, subsequent to
September 30, 2002, the loan was brought current.

Classified Assets. Federal regulations provideHerclassification of loans and other assets saateht and equity securities considered by
the Office of Thrift Supervision (the "OTS") to bélesser quality as "substandard,” "doubtful" loss." An asset is considered "substandard"
if it is inadequately protected by the currentwetth and paying capacity of the obligor or of tidlateral pledged, if any. "Substandard"”
assets include those characterized by the "digbossibility” that the savings association will tsiis "some loss" if the deficiencies are not
corrected. Assets classified as "doubtful" havefihe weaknesses inherent in those classifiedstandard," with the added characteristic
that the weaknesses present make "collection widiigjion in full,” on the basis of currently exiggifacts, conditions, and values, "highly
qguestionable and improbable." Assets classifietiogs" are those considered "uncollectible” andwath minimal value that their continuance
as assets without the establishment of a speosi leserve is not warranted. The loans held byrgare subject to similar classification by
its regulatory authorities.

When assets are classified as either substandaimubtful, the Bank may establish general allowarioeloan losses in an amount deemed
prudent by management. General allowances repressnallowances which have been established tgréze the inherent risk associated
with lending activities, but which, unlike specifilowances, have not been allocated to partiquiablem assets. When assets are classified
as "loss," the Bank is required either to estaldisipecific allowance for losses equal to 100%naf portion of the asset so classified or to
charge-off such amount. The Banks' determinatisrte she classification of their assets and thewarnof their valuation allowances are
subject to review by their regulatory authoritieo may order the establishment of additional galnar specific loss allowances.

On the basis of management's review of its asae&eptember 30, 2002, the Company had classifiethbof $13.5 million of its assets as
substandard, $114,000 as doubtful and none as loss.

Allowance for Loan Losses. The allowance for loagsks is established through a provision for loasds based on management's evaluatior
of the risk inherent in its loan portfolio and clgas in the nature and volume of its loan activitgluding those loans which are being
specifically monitored by
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management. Such evaluation, which includes awegfdoans for which full collectibility may not beeasonably assured, considers among
other matters, the estimated fair value of the dyiteg collateral, economic conditions, historiéan loss experience and other factors that
warrant recognition in providing for an adequatendoss allowance.

Current economic conditions in the agriculturalteeof the Company's market area are stable dgerterally higher commodity prices. Price
levels for grain crops and livestock have improiretecent months and are currently at levels thasgnt minimal concern. The agricultural
economy is accustomed to commodity price fluctuetiand is generally able to handle such fluctuatigithout significant problem.

Although the Company underwrites its agricultucars based on the current level of commodity priaeextended period of low commor
prices or adverse growing conditions could resuléakness in the agricultural loan portfolio andld create a need for the Company to
increase its allowance for loan losses througheimsed charges to provision for loan losses.

Real estate properties acquired through foreclostgeecorded at the lower of cost or fair valfigair value at the date of foreclosure is lo'
than the balance of the related loan, the diffezamitl be charged-off to the allowance for loandes at the time of transfer. Valuations are
periodically updated by management and if the vekmines, a specific provision for losses on quaiperty is established by a charge to

operations.

Although management believes that it uses theibfstnation available to determine the allowanaedpreseen market conditions could
result in adjustments and net earnings could bafigntly affected if circumstances differ subgtalty from the assumptions used in making
the final determination. Future additions to ther@any's allowances will be the result of periodar, property and collateral reviews and
thus cannot be predicted in advance.

The following table sets forth an analysis of then(any's allowance for loan losses.

September 30

2002 2001 2000 1999 19 98

(Dollars in Thousands)

Balance at beginning of period................. $3,869  $3,590 $3,093 $2,909 $2, 379
Charge-offs:
One-to four family.........cccceeeerinnnns (11) (37) (65) (84) ( 103)
Agricultural operating............cccee.... (84) (308) -- (1,160) ( 595)
Commercial and multi-family................. (370) - 299)
CONSUMET ... (139) (61) (104) (202) ( 152)
Commercial business............c.cccceenn. (86) (76)  (731) (420) a7)
Total charge-offs.........cccccevenns (320) (482) (1,270) (1,866) (1, 166)
Recoveries:
One-to-four family.........cccocceeeenes 2 2 --- ---
CONSUMET....coovvreeeenanes 39 29 55 39 17
Commercial business 4 3 33 8 5
Commercial and multi-family................. --- ---
Agricultural operating............cccce.... 9 17 39 11 11
Total recoveries.........ccooveeevnnnn. 54 51 127 58 33
Net charge-offs........cccooeierninnns (266) (432) (1,142) (1,808) (1, 133)
Additions charged to operations............. 1,090 710 1,640 1,992 1, 663
Balance at end of period.................... $4,693  $3,869 $3,590 $3,093 $2, 909
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Ratio of net charge-offs during the period to
average loans outstanding during the period. .08% 13% 37% .63% .44 %

Ratio of net charge-offs during the period to
average non-performing assets............... 454%  16.04% 64.53% 43.12% 21.50 %

For more information on the provision for loan lesssee "Management's Discussion and AnalysisulReaxf Operations" in the Annual
Report.
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Amount
One- to four-family............ $ 170
Commercial and multi-family
real estate.................... 2,536
Agricultural real estate....... 131
Construction................... 129
Consumer................ 317
Agricultural operating......... 639
Commercial business............ 663
Unallocated.................... 108
Total.ocooveeeiieeenee, $ 4,693
199
Amount
One- to four-family............ $ 331
Commercial and multi-family
real estate.................... 772
Agricultural real estate....... 114
Construction................... 123
CONSUMET....cvveieirereaeannn 308
Agricultural operating......... 806
Commercial business............ 449
Unallocated.................... 190
Total....ocoveeeeeineee, $3,093

The distribution of the Company's allowance foskson loans at the dates indicated is summarizéulaws:

September 30,

02 2001 2000
Percent Percent P
of Loans of Loans 0
in Each in Each i
Category Category C
to Total to Total t

Loans Amount Loans Amount
(Dollars in Thousands)
20.81% $ 222 27.87% $ 250
42.73 1,604 36.04 1,183
3.40 128 3.42 124
7.24 88 6.38 125
6.64 403 8.21 335
7.12 617 7.36 611
12.06 618 10.72 592
189 370
100.00% $3,869 100.00% $3,590
September 30,

9 1998

Percent Percent

of Loans of Loans

in Each in Each

Category Category

to Total to Total
Loans Amount Loans

(Dollars in Thousands)

34.80% $ 257 30.50%
27.06 602  23.77

3.11 132 3.75

8.95 165 11.73

7.39 2,277 9.33

9.24 1,024 13.24

9.45 324 7.68

--- 128 -
100.00% $2,909 100.00%
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Investment Activities

General. The investment policy of the Company gaheis to invest funds among various categoriemeéstments and maturities based
upon the Company's need for liquidity, to achiehwe piroper balance between its desire to minimsgeand maximize yield, to provide
collateral for borrowings, and to fulfill the Compas asset/liability management policies. The Camgfsainvestment and mortgage-backed
securities portfolios are managed in accordande avitritten investment policy adopted by the Baafr®irectors, which is implemented by
members of the Bank's Investment Committee.

As of September 30, 2002, the Company's entirestinvent and mortgageacked securities portfolios were classified aslabie for sale. Fo
additional information regarding the Company's siagent and mortgage-backed securities portfolims,Notes 1 and 3 of the Notes to
Consolidated Financial Statements in the AnnualdrRep

Investment Securities. It is the Company's germolity to purchase investment securities whichla®. Government securities and federal
agency obligations, state and local governmengabbtns, commercial paper, corporate debt secsiatiel overnight federal funds.

The following table sets forth the carrying valdeh®e Company's investment security portfolio, exihg mortgage-backed securities, at the
dates indicated.

September 30,

2002 2001 2000
(Dollars in Thous ands)
Investment Securities:
Trust preferred securities(1)....cccccooeeeeee. $24,128 $24,680 $25,921
Federal agency obligations..........cccoceeeeeee. 5,080 16,380
Municipal bonds.........ccccovvvviiieee. 764 1,023 1,215
Equity investments.........cccoocovevvieeeeee. 660 420 1,070
Freddie Mac preferred stocK........cocoeeeeeeee. 191 249 213
Fannie Mae common stocK.........cccccvcveeeeee 156 160 143
Subtotal.....ccooeviiiiiiiiiieeees e 25,899 31,612 44,942
FHLB StOCK.....coiviiiiiiiiiiiiieviievieeeeee e 6,843 6,399 8,328
Total investment securities and FHLB stock.... ... $32,742  $38,011 $53,270
Other Interest-Earning Assets:
Interest bearing deposits in other financial ins titutions and Federal
Funds sold......ccccovviiiiiiiiiiciceeeee e, $6,0561 $7,750 $ 5,938

(1) Within the trust preferred securities preseraidve, there are securities from individual issuleat exceed 10% of the Company's total
equity. The name and the aggregate market valgeafrities of each individual issuer are as folloagsof September 30, 2002: PNC Capital
Trust, $4.3 million; Key Corp Capital |, $4.6 mdh; Huntington Capital Il, $4.2 million; Bank Bost&apital Trust IV, $4.5 million;
BankAmerica Capital I1l, $4.5 million.
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The composition and maturities of the Company's$twment securities portfolio, excluding equity séms, FHLB stock and mortgage-
backed securities, are indicated in the followiaigle.

September 30, 2002

After 1  After5

Year Years
1 Year or Through  Through After Total | nvestment
Less 5Years 10 Years 10 Years Secu rities
Carrying Carrying Carrying Carrying Amortized Market
Value Value Value Value Cost Value

(Dollars in Thousands)

Trust preferred securities $--- $ - $---  $24,128 $26,731 $24,128
Municipal bonds..................... 144 620 --- - 725 764

Total investment securities......... $ 144 $ 620 $---  $24,128  $27,456 $24,892
Weighted average yield.............. 6.64% 5.38% 0.00% 3.26% 3.24% 3.33%

Mortgage-Backed Securities. The Company's mortdeeged and related securities portfolio consistseafirities issued under government-
sponsored agency programs, including those of @iNtde, Fannie Mae and Freddie Mac. The Companyhalkts Collateralized Mortgage
Obligations ("CMOs"), as well as a limited amouhpdvately issued mortgage pass-through certiisahe Ginnie Mae, Fannie Mae and
Freddie Mac certificates are modified pass-thronngintgage-backed securities that represent undivittedests in underlying pools of fixed-
rate, or certain types of adjustable-rate, predantiy single-family and, to a lesser extent, mfdthily residential mortgages issued by these
government-sponsored entities. Fannie Mae and kgdédialc generally provide the certificate holdernma@antee of timely payments of
interest, whether or not collected. Ginnie Mae'argatee to the holder is timely payments of priacgnd interest, backed by the full faith ¢
credit of the U.S. Government. Privately issuedtgegye pass-through certificates generally provimgumarantee as to timely payment of
interest or principal, and reliance is placed andheditworthiness of the issuer, which the Compaoyitors on a regular basis.

CMOs are special types of pass-through debt in lwthie stream of principal and interest paymenttherunderlying mortgages or mortgage-
backed securities is used to create classes wfdreht maturities and, in some cases, amortizaahedules, as well as a residual interest,
with each such class possessing different riskacteristics. At September 30, 2002, the Company G&Os totaling $43.3 million, all of
which were secured by underlying collateral issueder government-sponsored agency programs oerggtireal estate mortgage loans.
Premiums associated with the purchase of these CM®sot significant, therefore, the risk of sigraht yield adjustments because of
accelerated prepayments is limited. Yield adjustshare encountered as interest rates rise or @eelinich in turn slows or increases
prepayment rates and affect the average liveseo€MOs.

At September 30, 2002, $191.4 million or 99.5%hef Company's mortgage-backed securities portfaibfixed rates of interest and
$971,000 or 0.5% of such portfolio had adjustabtes of interest.

Mortgage-backed securities generally increase tladity of the Company's assets by virtue of theiasce or guarantees that back them, are
more liquid than individual mortgage loans and rbayused to collateralize borrowings or
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other obligations of the Company. At September2B02, $172.9 million or 89.9% of the Company's mage-backed securities were

pledged to secure various obligations of the Compan

While mortgage-backed securities carry a reduceditcrisk as compared to whole loans, such seeanBmain subject to the risk that a

fluctuating interest rate environment, along withey factors such as the geographic distributiothefunderlying mortgage loans, may alter
the prepayment rate of such mortgage loans antfesti Aoth the prepayment speed, and value, of sachrities. The prepayment risk
associated with mortgage-backed securities is ro@dtperiodically, and prepayment rate assumptaijissted as appropriate to update the

Company's mortgage-backed securities accountingsset/liability reports. Classification of the Quamy's mortgage-backed securities

portfolio as available for sale is designed to mize that risk.

The following table sets forth the carrying valdd¢lee Company's mortgage-backed securities atdtesdndicated.

Ginnie Mae.........ccccovvvvvireiiiieeeeeeeeee,

Freddie Mae
Fannie Mae...........cccceveviiivivinieneenen.

September 30,

(Dollars in Thousands)

.................. $23,484 $39,490 $23 ,780
43,259 68,845 71 ,164

33,320 3,180 4 ,720

92,075 1,952 2 ,469

210 295 405

.................. $192,348 $113,762 $102 ,538

The following table sets forth the contractual migites of the Company's mortgagpacked securities at September 30, 2002. Not ceresidr
the preparation of the table below is the effeqir@payments, periodic principal repayments andthestable-rate nature of these

instruments.
1 Year
Less
Ginnie Mae.........cooceeeeeeneeeenn. $ -
CMO......cc.. -
Freddie Mac...
Fannie Mae..............cccoeeeunnnns --

Privately Issued Mortgage
Pass-Through Certificates(l)........ --

Due in
After 1 After 5 September 30,
Year Years 2002
or Through Through  After Balance
5Years 10 Years 10 Years Outstandi ng

(Dollars in Thousands)
- $ - $ - $23484 $23,484
- 10,857 32,402 43,259
1 1,115 32,006 198 33,320
- 16 72,403 19,656 92,075

S — 210 210

1 $1,131 $115,266 $75,950 $192,348

26%  5.50% 4.79% 6.08% 5.30 %

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

At September 30, 2002, the contractual maturit§®b% of all of the Company's mortgage-backed $éesiwvas in excess of ten years.

actual
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maturity of a mortgage-backed security is typic#dlys than its stated maturity due to schedulettipal payments and prepayments of the
underlying mortgages. Prepayments that are diffehem anticipated will affect the yield to matyrifThe yield is based upon the interest
income and the amortization of any premium or distaelated to the mortgage-backed security. lm@ance with generally accepted
accounting principles, premiums and discounts arerized over the estimated lives of the loans civlidecrease and increase interest
income, respectively. The prepayment assumptioed tesdetermine the amortization period for prenswand discounts can significantly
affect the yield of the mortgage-backed securitygl these assumptions are reviewed periodicallgfleat actual prepayments. Although
prepayments of underlying mortgages depend on rfeantgrs, including the type of mortgages, the cougade, the age of mortgages, the
geographical location of the underlying real estatfateralizing the mortgages and general levelmarket interest rates, the difference
between the interest rates on the underlying mgelgand the prevailing mortgage interest ratesrgiyés the most significant determinant
of the rate of prepayments. During periods of figlimortgage interest rates, if the coupon ratb@lnderlying mortgages exceeds the
prevailing market interest rates offered for mogggéoans, refinancing generally increases and aatek the prepayment of the underlying
mortgages and the related security. Under suchrostances, the Company may be subject to reinvestiisi& because to the extent that the
Company's mortgage-backed securities amortizeeggyr faster than anticipated, the Company may eatbte to reinvest the proceeds of
such repayments and prepayments at a comparabéle rat

Sources of Funds

General. The Company's sources of funds are depbsitrowings, amortization and repayment of lognggpal, interest earned on or
maturation of investment securities and short-tienwestments, and funds provided from operations.

Borrowings, including Federal Home Loan Bank ("FHIL.Bf Des Moines and Federal Reserve Bank of CluiddgRB") advances, reverse
repurchase agreements and retail repurchase agreemmeay be used at times to compensate for sdasahgtions in deposits or deposit
inflows at less than projected levels, may be used longer-term basis to support expanded leralitigities, and may also be used to match
the funding of a corresponding asset.

Deposits. The Company offers a variety of depagibants having a wide range of interest rates amds. The Company's deposits consist of
passbook savings accounts, money market savingsiats; NOW and regular checking accounts, andficaitie accounts currently ranging
terms from fourteen days to 60 months. The Comyumauty solicits deposits from its primary market asg®l does not currently use brokers to
obtain deposits. The Company relies primarily ompetitive pricing policies, advertising and custorservice to attract and retain these
deposits.

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

The variety of deposit accounts offered by the Camyphas allowed it to be competitive in obtainingds and to respond with flexibility to
changes in consumer demand. The Company has benomesusceptible to short-term fluctuations in d#fgitows, as customers have
become more interest rate conscious. The Compagasnrs to manage the pricing of its deposits epkey with its asset/liability
management and profitability objectives. Basedteexperience, the Company believes that its passkavings, money market savings
accounts, NOW and regular checking accounts aa¢ively stable sources of deposits. However, thigyabf the Company to attract and
maintain certificates of deposit and the rates paithese deposits has been and will continue gidueficantly affected by market conditiol
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The following table sets forth the savings flowsret Company during the periods indicated.

September 30,

2002 2001 2000

(Dollars in Thousands)

Opening balance..........cccooviiiiiieninens $338,782 $318,654 $ 304,780
Deposits.............. 978,256 723,458 655,460
Withdrawals...........cococveviieiiiienieene. (972,856) (718,006) (654,717)
Interest credited...........cceevviiieinninnenn. 11,598 14,676 13,131
Ending balance............cccccoeeevinenne. $ 355,780 $338,782 $318,654
Net increase (decrease)........c.cccceeenneen. $ 16,998 $ 20,128 $ 13,874
Percent increase (decrease).........c........... 5.02% 6.32% 4.55%

The following table sets forth the dollar amounsafings deposits in the various types of depasigiams offered by the Company for the
periods indicated.

September 30,

20 02 2001 2000
Percent Percent Percent
Amount of Total Amount of Total Amount of Total

(Dollars in Thousands)

Transactions and Savings Deposits:

Commercial Demand.................. $11,935 3.35% $ 7,733 2.28% $ 6,041 1.90%
Passbook Accounts.................. 15,064 4.23 12,221 3.61 15,025 4.71
NOW Accounts............ 20,088 5.65 19,511 5.76 16,472 5.17
Money Market Accounts.............. 55,261 15,53 51,185 15.11 41,012 12.87
Total Non-Certificate.............. 102,348 28.76 90,650 26.76 78,550 24.65
Certificates:

Variable.........cccoeevveeinns 2,169 0.61 1,011 0.30 1,077 0.34
0.00 - 1.99%.... 10,252 2.88
2.00 - 3.99%.... 134,446 37.79 19,598 5.78 100 0.03
4.00 - 5.99%.....cccccuiiieeiinnns 61,541 17.30 106,841 31.54 97,054 30.46
6.00 - 7.99%......ccceeerinnnnnn. 45,024 12.66 120,682 35.62 141,873 44.52
Total Certificates................. 253,432 71.24 248,132 73.24 240,104 75.35
Total Deposits.........ccccveee.. $355,780 100.00% $338,782  100.00% $318,654 100.00%
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The following table shows rate and maturity infotioa for the Company's certificates of deposit BSeptember 30, 2002.

0.00- 2.00- 4.00- 6.00- Percent
Variable 1.99% 3.99% 599% 7.99% To tal  of Total
(Dollars in Thousands)
Certificate accounts maturing
in quarter ending :
December 31, 2002................... $ 446 $3,354 $32,658 $ 9,586 $13,636 $5 9,680 23.6%
March 31, 2003....... " 242 5960 15,855 6,010 5,729 3 3,796 133
June 30, 20083......... . 208 58 22,205 5983 4964 3 3,418 13.2
September 30, 2003.................. 246 853 24,980 6,478 4,542 3 7,009 147
December 31, 2003............c...... 562 3 8,270 2,009 2,386 1 3,230 5.2
March 31, 2004....... " 232 24 3,316 3,416 1,261 8,249 3.3
June 30, 2004............ . 132 7,413 1,742 1,165 1 0,452 4.1
September 30, 2004.................. 4,619 2,621 611 7,851 31
December 31, 2004................... 4,865 665 1,805 7,335 2.9
March 31, 2005..........cccoeenee 5,366 766 1,331 7,463 2.9
June 30, 2005............ . 101 2,845 1,349 2,579 6,874 2.7
September 30, 2005.. 874 707 1,061 2,642 1.0
Thereafter..........ccccoeeene 1,180 20,209 3,954 2 5343 10.0
Total...coveeieeieeeee $2,169 $10,252 $134,446 $61,541 $45,024 $25 3,432 100.0%
Percent of total................. 0.86% 4.04% 53.05% 2428% 17.77% 1 00.00%

The following table indicates the amount of the @amy's certificates of deposit and other depositnbe remaining until maturity as of

September 30, 2002.

Maturity

After  After
3 Months 3to6 6tol2 After

orLess Months Months 12 Months To tal
(In Thousands) T
Certificates of deposit less than $100,000....... $40,657 $26,839 $60,115 $77,405 $20 5,016
Certificates of deposit of $100,000 or more...... 19,023 6,957 10,402 12,034 4 8,416
Total certificates of deposit................... $59,680 $33,796 $70,517 $:8-;),439 $25 :';,—4152(1)

(1) Includes deposits from governmental and otlubtip entities totaling $19.4 million.

Borrowings. Although deposits are the Company'sary source of funds, the Company's policy has beeilize borrowings when they are
a less costly source of funds, can be investegastive interest rate spread, or when the Complmsyres additional capacity to fund loan
demand.

The Company's borrowings historically have consisteadvances from the FHLB of Des Moines uponsiieurity of a blanket collateral
agreement of a percentage of unencumbered loanthamdedge of specific investment securities. Saghrances can be made pursuant to
several different credit programs, each of which iteown interest rate and range of maturitiesSéptember 30, 2002, the Company had
$125.1 million of advances from the FHLB of Des K&s and the ability to borrow up to an approxinzatditional $73.1
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million. At September 30, 2002, advances totaliB@$nillion had terms to maturity of one year @deThe remaining $119.9 million had
maturities ranging up to 18 years.

On July 16, 2001, the Company issued all of th@aM authorized shares of Company Obligated Maniffat®eedeemable Preferred Securi

of First Midwest Financial Capital Trust | (prefedrsecurities of subsidiary trust) holding solelpardinated debt securities. Distributions are
paid semiannually. Cumulative cash distributions are caladat a variable rate of LIBOR (as defined) plu&26, not to exceed 12.5%. 1
Company may, at one or more times, defer inter@gtnents on the capital securities for up to 10 eonsve semi-annual periods, but not
beyond July 25, 2031. At the end of any deferraiqae all accumulated and unpaid distributions Wwél paid. The capital securities will be
redeemed on July 25, 2031; however, the Companthleagption to shorten the maturity date to a datesarlier than July 25, 2006. The
redemption price is $1,000 per capital securitys@lny accrued and unpaid distributions to the ditedemption plus, if redeemed prior to
July 25, 2011, a redemption premium as definetiénibdenture Agreement. Holders of the capital sées have no voting rights, are
unsecured and rank junior in priority of paymenéalioof the Company's indebtedness and seniord@thmpany's common stock.

From time to time, the Company has offered retglurchase agreements to its customers. These agrtetypically range from 14 days to
five years in term, and typically have been offerechinimum amounts of $100,000. The proceeds eféhransactions are used to meet cash
flow needs of the Company. At September 30, 2482 Qompany had $1.3 million of retail repurchaseaments outstanding.

Historically, the Company has entered into reveepairchase agreements through nationally recogmimacer-dealer firms. These
agreements are accounted for as borrowings by ¢nep@ny and are secured by certain of the Compamngstment and mortgage-backed
securities. The broker-dealer takes possessidmedgdcurities during the period that the reverparehase agreement is outstanding. The
terms of the agreements have typically ranged ffahays to a maximum of six months. At Septembe2802, the Company had $68.9
million of reverse repurchase agreements outstgndin

The following table sets forth the maximum montlitéalance and average balance of FHLB advanced, aatl reverse repurchase
agreements and Preferred Securities of Subsidiargt Tor the periods indicated.

September 30,

2002 2001 2000

(Dollars in Thousands)
Maximum Balance:

FHLB @advances.......cccccceevemvnvnvncees e, $125,090 $129,010 $157,6 58

Retail and reverse repurchase agreements........ ... 70,176 20,239 4,9 20

Preferred securities of subsidiary trust....... ... 10,000 10,000 -
Average Balance:

FHLB @dvances........cccccoovvvcvcvnccnceee $118,415 $126,208 $149,8 96

Retail and reverse repurchase agreements........ ... 39,288 6,490 3,4 60

Preferred securities of subsidiary trust........ ... 10,000 1,981 -



The following table sets forth certain informatias to the Company's FHLB advances and other bangsaat the dates indicated.

September 30,

2002 2001 2000

(Dollars in Thousands)

FHLB advances.......ccccoveviveeeiiiieeiceeeeee e, $125,090 $126,352 $139,73 8
Retail and reverse repurchase agreements........... .. 70,176 1,993 4,25 5
Preferred securities of subsidiary trust........... ... 10,000 10,000 ---

Total borrowings......ccccoovevvceevcceeeeee $205,266 $138,345 $143,99 3
Weighted average interest rate of FHLB advances.... ... 5.46% 5.76% 5.9 9%
Weighted average interest rate of retail and revers e
repurchase agreements..........coceccvvvvveeees s 1.90% 4.57% 6.3 2%
Weighted average interest rate of preferred securit ies
of subsidiary trust........ccccooevevvivie 5.61% 7.57% - -%

Subsidiary Activities

The only subsidiaries of the Company are First Fd&ecurity, First Services Trust Company andtRfidwest Financial Capital Trust .
First Federal has one service subsidiary, Firsti&es Financial Limited ("First Services"). At Septber 30, 2002, the net book value of First
Federal's investment in First Services was appratéiy $118,000. Security does not have any subgdia-irst Federal organized First
Services, its sole service corporation, in 1988stFServices is located in Storm Lake, lowa andrsfinutual funds, equities, bonds, insurance
products and annuities. First Services recognizeet éoss of $33,000 during fiscal 2002.

Regulation

General. Bank holding companies, such as First Mglware subject to comprehensive regulation byB® under the BHCA and the
regulations of the FRB. As a bank holding compaiigst Midwest is required to file reports with tRRB and such additional information as
the FRB may require, and is subject to regularéntpns by the FRB. The FRB also has extensivereefoent authority over bank holding
companies, including, among other things, the tglidi assess civil money penalties, to issue caadalesist or removal orders and to require
that a holding company divest subsidiaries (inalgdis bank subsidiaries). In general, enforcenaetibns may be initiated for violations of
law and regulations and unsafe or unsound practices

Under FRB policy, a bank holding company must sewa source of strength for its subsidiary badksler this policy the FRB may require
a holding company to contribute additional capitehn undercapitalized subsidiary bank.

Under the BHCA, a bank holding company must obfdB approval before: (i) acquiring, directly or irettly, ownership or control of any
voting shares of another bank or bank holding comypia after such acquisition, it would own or cositmore than 5% of such shares (unless
it already owns or controls the majority of suclrgs); (ii) acquiring all or substantially all ¢fet assets of another bank or bank holding
company; or (iii) merging or consolidating with d@ner bank holding company.
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The BHCA prohibits a bank holding company, withtaar exceptions, from acquiring direct or indireetnership or control of more than 5%
of the voting shares of any company which is nieiak or bank holding company, or from engagingatliyeor indirectly in activities other
than those of banking, managing or controlling tsamk providing services for its subsidiaries. Phiacipal exceptions to these prohibitions
involve certain non-bank activities which, by stator by FRB regulation or order, have been idettifis activities closely related to the
business of banking or managing or controlling lsafle list of activities permitted by the FRB undés, among other things, operating a
savings institution (such as First Federal), mayéggeompany, finance company, credit card comparigadoring company; performing cert
data processing operations; providing certain itnaeat and financial advice; underwriting and act@sgan insurance agent for certain types
of credit-related insurance; leasing property duallgpayout, non-operating basis; real estate asrdgnal property appraising; and, subject to
certain limitations, providing securities brokeraggvices for customers. The scope of permissitilgites may be expanded from time to
time by the FRB. Such activities may also be aéfddiy federal legislation.

First Midwest currently has four wholly-owned subaries, First Federal, a federally-chartered thnititution, Security, an lowa-chartered
commercial bank, First Midwest Financial Capitalidirl, a statutory business trust organized urtteDielaware Business Trust Act and First
Services Trust Company, a South Dakota corpordtiahprovides trust services. First Federal isexttip extensive regulation, supervision
and examination by the OTS, as its chartering aityhand primary federal regulator, and by the FatiBeposit Insurance Corporation (the
"FDIC"), which insures its deposits up to appli@binits. First Federal is a member of the FHLBt8ysand is subject to certain limited
regulation by the FRB. Such regulation and sup@awigoverns the activities in which an instituticem engage and the manner in which such
activities are conducted, and is intended primddhthe protection of the insurance fund and dépms Security is subject to extensive
regulation, supervision and examination by the I&ugerintendent of Banking (the "ISB") and the FRMBjch are its state and primary
federal regulators, respectively. It is also subjeaegulation by the FDIC, which insures its dgipoup to applicable limits. As with First
Federal, such regulation and supervision goveragthivities in which Security can engage and thamer in which such activities are
conducted and is intended primarily for the pratecof the insurance fund and depositors.

First Midwest is regulated as a bank holding conygdanthe FRB. Bank holding companies are subjecbtoprehensive regulation and
supervision by the FRB under the Bank Holding Conypact of 1956, as amended (the "BHCA") and thautations of the FRB. As a bank
holding company, First Midwest must file reportghwtihe FRB and such additional information as tR8nay require, and is subject to
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 tolbsely related to banking.

Regulatory authorities have been granted extemisaretion in connection with their supervisory amdorcement activities which are
intended to strengthen the financial conditionhaf banking industry, including the imposition oftréctions on the operation of an institution,
the classification of assets by the institution #reladequacy of an institution's allowance fonlsses. Any change in the nature of such
regulation and oversight, whether by the OTS, th&; the FRB or legislatively by Congress, couldda material impact on First Midwest,
First Federal or Security and their respective atens.

Certain of these regulatory requirements and etiginis are discussed below or elsewhere in thismeot.
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Federal Regulation of Financial Institutions. THESOhas extensive supervisory and regulatory authovier the operations of savings
associations. As part of this authority, First Fetles required to file periodic reports with th&®and is subject to periodic examination by
the OTS and the FDIC. The last regular OTS exanunatf First Federal was as of December 28, 20@tufty is subject to similar
regulation and oversight by the ISB and the FRBwas last examined as of April 15, 2002.

Each federal and state banking regulator has exteraforcement authority over its regulated ingitins. This enforcement authority
includes, among other things, the power to comijggidr reserves, the ability to assess civil morayafties, to issue cease-and-desist or
removal orders and to initiate injunctive actiolmsgeneral, these enforcement actions may be tdtifor violations of laws and regulations
and unsafe or unsound practices. Other actionsagtions may provide the basis for enforcemenbagctncluding misleading or untimely
reports. Except under certain circumstances, pulidiclosure of final enforcement actions by theutetpr is required.

In addition, the investment, lending and branctanthority of First Federal is prescribed by fedéamls and it is prohibited from engaging in
any activities not permitted by such laws. Secustgubject to such restrictions under state laadmsinistered by the ISB. Federal savings
associations are generally authorized to brandomatde, whereas lowa chartered banks, such asriBea@re limited to establishing
branches in the counties contiguous to or cornarpan the county where their home office is located

Both First Federal's and Security's general peibiesgending limit to one borrower is equal to greater of $500,000 or 15% of unimpaired
capital and surplus (except for loans fully securgaertain readily marketable collateral, in whaase this limit is increased to 25% of
unimpaired capital and surplus). Security is sutt@similar restrictions. At September 30, 200@stH-ederal's and Security's lending limit
under these restrictions was $7.2 million and $30@, respectively. First Federal and Security areompliance with their lending limits.

Insurance of Accounts and Regulation by the FDI&tFederal is a member of the Savings Associdtisarance Fund (the "SAIF") and
Security is a member of the Bank Insurance Fural'@F"), each of which is administered by the FDR&posits are insured up to applici
limits by the FDIC and such insurance is backedhieyfull faith and credit of the United States Gmoweent. As insurer, the FDIC imposes
deposit insurance premiums and is authorized tdwctrexaminations of and to require reporting by&ihsured institutions. It also may
prohibit any FDIC-insured institution from engagiimgany activity the FDIC determines by regulat@rorder to pose a serious risk to the
SAIF or the BIF. The FDIC also has the authoritynitiate enforcement actions against any FDIC iieduinstitution after giving its primary
federal regulator the opportunity to take suchcectand may terminate the deposit insurance étiénines that the institution has engage
unsafe or unsound practices or is in an unsaf@sound condition.

The FDIC's deposit insurance premiums are asséissmeyh a risk-based system under which all insdegabsitory institutions are placed
into one of nine categories and assessed insupan@uMs based upon their level of capital and sugary evaluation. The current
assessment rates range from zero to .27% per $H¥Bessable deposits. Risk classification ohalliied institutions will be made by the
FDIC for each semi-annual assessment period. utistiis that are well-capitalized and have a highesuisory rating are subject to the lowest
assessment rate. At September 30, 2002, eachsbHederal and Security met the capital requiresmena "well capitalized" institution and
were not subject to any assessment. See Note Ni8te$ to Consolidated Financial Statements in theual Report.

Regulatory Capital Requirements. Federally instireghcial institutions, such as First Federal ardBity, are required to maintain a
minimum level of regulatory capital. These capitgjuirements mandate that an institution
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maintain at least the following ratios: (1) a c¢we Tier 1) capital to adjusted total assets rafid% (which can be reduced to 3% for highly
rated institutions); (2) a Tier 1 capital to risleiyhted assets ratio of 4% and (3) a risk-baseilatap risk-weighted assets ratio of 8%.
Capital requirements in excess of these standaagsom imposed on individual institutions on a chgesase basis. See Note 13 of Notes to
Consolidated Financial Statements in the AnnualdRep

An FDIC-insured institution's primary federal regar is also authorized and, under certain circantss required, to take certain actions
against an "undercapitalized institution" (gengrdifined to be one with less than either a 4% capital ratio, a 4% Tier 1 risked-based
capital ratio or an 8% risk-based capital ratiojyAuch institution must submit a capital restaraplan and until such plan is approved by
the OTS may not increase its assets, acquire anogtaution, establish a branch or engage in @y activities, and generally may not make
capital distributions. The primary federal regutatalso authorized, and with respect to instittis whose capital is further depleted, reqt

to impose additional restrictions that can afféichgpects of the institution's operations, inchgithe appointment of a receiver for a "critic
undercapitalized" institution (i.e., one with agésie capital ratio of 2% or less). As a conditiorthe approval of the capital restoration plan,
any company controlling an undercapitalized inittumust agree that it will enter into a limiteapital maintenance guarantee with respect
to the institution's achievement of its capitaluiegments.

Though not anticipated, the imposition of any af¢h measures on First Federal or Security may daubstantial adverse effect on
Company's operations and profitability. First Midszehareholders do not have preemptive rightstlzer@fore, if First Midwest is directed
the OTS, the FRB or the FDIC to issue additionaksh of Common Stock, such issuance may resuieiditution in shareholders percentage
of ownership of First Midwest.

Limitations on Dividends and Other Capital Disttioms. The OTS imposes various restrictions onrggs/associations with respect to their
ability to make distributions of capital, which Inde dividends, stock redemptions or repurchasesh-out mergers and other transactions
charged to the capital account. The OTS also pitshéissavings association from declaring or paying dividends or from repurchasing any
of its stock if, as a result of such action, thgulatory capital of the association would be reduselow the amount required to be maintained
for the liquidation account established in conrettvith the association's mutual to stock conversio

Savings institutions such as First Federal may naagapital distribution without the approval of @& S, provided they notify the OTS 30-
days before they declare the capital distributiod they meet the following requirements:

(i) have a regulatory rating in one of the two to@mination categories, (ii) are not of supervismygcern, and will remain adequately- or
well-capitalized, as defined in the OTS prompt eotive action regulations, following the proposésiribution, and (iii) the distribution does
not exceed their net income for the calendar yeatate plus retained net income for the previousdalendar years (less any dividends
previously paid). If a savings institution does nwet the above stated requirements, it must othiaiprior approval of the OTS before
declaring any proposed distributions.

Security may pay dividends, in cash or propertyy ont of its undivided profits. In addition, FRBgulations prohibit the payment of
dividends by a state member bank if losses haaayatime been sustained by such bank that equedemed its undivided profits then on
hand, unless (i) the prior approval of the FRB Ib@sn obtained and (ii) at least twrords of the shares of each class of stock outgtgrhave
approved the dividend payment. FRB regulations pisbibit the payment of any dividend by a statenber bank without the prior approval
of the FRB if the total of all dividends declared b
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the bank in any calendar year exceeds the toitd okt profits for that year combined with itsaieed net profits of the previous two calendar
years (minus any required transfers to a surplus arfund for the retirement of any preferred kjo

Qualified Thrift Lender Test. All savings assoaiats, including First Federal, are required to neegtialified thrift lender ("QTL") test to
avoid certain restrictions on their operations.sTieist requires a savings association to havestt &% of its portfolio assets (as defined by
regulation) in qualified thrift investments on a mtioly average for nine out of every 12 months a@aling basis or meet the requirements for
a domestic building and loan association undefrite¥nal Revenue Code. Under either test, the requissets primarily consist of residential
housing related loans and investments. At SepteBme2002, First Federal met the test and has alwast the test since its effectiveness.

Any savings association that fails to meet the @34t must convert to a national bank charter, grtegqualifies as a QTL within one year
and thereafter remains a QTL, or limits its newesivnents and activities to those permissible foin basavings association and a national
bank. In addition, the association is subject tiional bank limits for payment of dividends andrrhing authority. If such association has
not requalified or converted to a national bankimithree years after the failure, it must diveéfstlbinvestments and cease all activities not
permissible for a national bank.

Community Reinvestment Act. Under the Communityriestment Act ("CRA"), every FDIC insured institutihas a continuing and
affirmative obligation consistent with safe and sthianking practices to help meet the credit neéds entire community, including low a
moderate income neighborhoods. The CRA does nablést specific lending requirements or programdif@ancial institutions nor does it
limit an institution's discretion to develop th@ég of products and services that it believes esé duited to its particular community,
consistent with the CRA. The CRA requires the Om8 the FRB, in connection with the examination wétH-ederal and Security,
respectively, to assess the institution's recom@éting the credit needs of its community andke tsuch record into account in its evalua
of certain applications, such as a merger or tkebishment of a branch, by the institution. An atisfactory rating may be used as the basis
for the denial of such an application. First Fetieras examined for CRA compliance in January 2082 $ecurity was examined in June
1999 and both received a rating of "satisfactory."

Bank Holding Company Regulation

Interstate Banking and Branching. The FRB may aypenm application of an adequately capitalized adehuately managed bank holding
company to acquire control of, or acquire all dostantially all of the assets of, a bank located state other than such holding company's
home state, without regard to whether the transiadsi prohibited by the laws of any state. The FR#/ not approve the acquisition of a b
that has not been in existence for the minimum f@god (not exceeding five years) specified bydtautory law of the host state or if the
applicant (and its depository institution affiliajecontrols or would control more than 10% of theuired deposits in the United States or 30%
or more of the deposits in the target bank's haate ®r in any state in which the target bank naémsta branch. lowa has adopted a five year
minimum existence requirement. States are authbtzéimit the percentage of total insured depasitthe state which may be held or
controlled by a bank or bank holding company todkient such limitation does not discriminate agagut-of-state banks or bank holding
companies. Individual states may also waive the 3G#e-wide concentration limit.

The federal banking agencies are also generalhoaaed to approve interstate merger transactiatieowt regard to whether such transac

is prohibited by the law of any state. Interstatquasitions of branches or the establishment afva branch is permitted only if the law of the
state in which the branch is located permits sucuigitions. Interstate mergers and branch acdprisitare also subject to the nationwide and
statewide insured deposit concentration amountsritbes! above. lowa permits interstate branching bglmerger.
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Holding Company Dividends. The FRB has issued a&patatement on the payment of cash dividendsamkholding companies, which
expresses the FRB's view that a bank holding cognphould pay cash dividends only to the extentitsaiet income for the past year is
sufficient to cover both the cash dividends andta of earning retention that is consistent withlblding company's capital needs, asset
quality and overall financial condition. The FRBalindicated that it would be inappropriate fooapany experiencing serious financial
problems to borrow funds to pay dividends. Furth@menunder the prompt corrective action regulatadspted by the FRB, the FRB may
prohibit a bank holding company from paying anyidiénds if the holding company's bank subsidiamglassified as "undercapitalized."

Bank holding companies are required to give the BR& written notice of any purchase or redemptbits outstanding equity securities if
the gross consideration for the purchase or redempthen combined with the net consideration paidall such purchases or redemptions
during the preceding 12 months, is equal to 10¥%hare of their consolidated net worth. The FRB misapprove such a purchase or
redemption if it determines that the proposal warddstitute an unsafe or unsound practice or waidlidte any law, regulation, FRB order,
or any condition imposed by, or written agreemeitih wthe FRB. This notification requirement does apply to any company that meets the
well-capitalized standard for commercial banks, daafety and soundness examination rating obat k"2" and is not subject to any
unresolved supervisory issues.

Holding Company Capital Requirements. The FRB Istabdished capital requirements for bank holdingnganies that generally parallel the
capital requirements for commercial banks and fdérift institutions such as First Federal and8#y. First Midwest is in compliance wi
these requirements.

Federal Home Loan Bank System. First Federal aodrig are both members of the FHLB of Des Moingkich is one of 12 regional
FHLBSs, that administers the home financing credliiction of savings associations. Each FHLB serges r@serve or central bank for its
members within its assigned region. It makes Idamsembers (i.e., advances) in accordance witltigsliand procedures established by the
board of directors of the FHLB. These policies anacedures are subject to the regulation and ayersif the Federal Housing Finance
Board. All advances from the FHLB are required édflily secured by sufficient collateral as detered by the FHLB. In addition, all long-
term advances must be used for residential hornaading.

As members of the FHLB System, First Federal araifty are required to purchase and maintain stot¢ke FHLB of Des Moines. At
September 30, 2002, the Banks had in the aggr&@gaemillion in FHLB stock, which was in complianagth this requirement. For the fisc
year ended September 30, 2002, dividends paidéoff B of Des Moines to First Federal and Secudtgled $228,000. Over the past f
calendar years such dividends have averaged 6.2d@%vere 3.00% for the first three quarters of thkerdar year 2002.

Under federal law the FHLBs are required to provigels for the resolution of troubled savings agg@ns and to contribute to low- and
moderately priced housing programs through diregh$ or interest subsidies on advances targetemfiomunity investment and low- and
moderate-income housing projects. These contribstimve affected adversely the level of FHLB dimidie paid and could continue to do so
in the future. These contributions could also havedverse effect on the value of FHLB stock inftiiere. A reduction in value of First
Federal's FHLB stock may result in a correspondéautyiction in First Federal's capital. Recent legigé changes will require the FHLB to
change the characteristics and amount of FHLB shedd by its members. It is also anticipated thasé changes will restrict the ability of
FHLB members to redeem their shares of FHLB stock.
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Federal and State Taxation

Federal Taxation. First Midwest and its subsid&fike consolidated federal income tax returns dis@al year basis using the accrual method
of accounting. In addition to the regular income torporations, including savings banks such est Fiederal, generally are subject to a
minimum tax. An alternative minimum tax is impossda minimum tax rate of 20% on alternative minimtaxable income, which is the sum
of a corporation's regular taxable income (witht@ieradjustments) and tax preference items, legsaailable exemption. The alternative
minimum tax is imposed to the extent it exceedsctrporation's regular income tax and net operdtiages can offset no more than 90% of
alternative minimum taxable income.

To the extent earnings appropriated to a savingk'd®ad debt reserves and deducted for federairiadax purposes exceed the allowable
amount of such reserves computed under the experimethod and to the extent of the bank's supplehesserves for losses on loans
("Excess"), such Excess may not, without adversedasequences, be utilized for the payment of dastiends or other distributions to a
shareholder (including distributions on redemptigissolution or liquidation) or for any other pugso(except to absorb bad debt losses). As
of September 30, 2002, First Federal's Excessfoptirposes totaled approximately $6.7 million.

First Midwest and its consolidated subsidiariesehast been audited by the IRS within the past &ary. In the opinion of management, any
examination of still open returns (including retsiof subsidiaries and predecessors of, or entitiErged into, First Midwest) would not result
in a deficiency which could have a material advexféect on the financial condition of First Midwesstd its subsidiaries.

lowa Taxation. First Federal and Security file lofrenchise tax returns. First Midwest and Firstéralls subsidiary file lowa corporation tax
returns on a fiscal year-end basis.

lowa imposes a franchise tax on the taxable incohmeutual and stock savings banks and commercigtddr he tax rate is 5%, which may
effectively be increased, in individual cases, pgl&ation of a minimum tax provision. Taxable ine® under the franchise tax is generally
similar to taxable income under the federal corfiacome tax, except that, under the lowa frarctas, no deduction is allowed for lowa
franchise tax payments and taxable income inclidesest on state and municipal obligations. Irgeom U.S. obligations is taxable under
lowa franchise tax and under the federal corpdreteme tax. The taxable income for lowa franchésegurposes is apportioned to lowa
through the use of a one-factor formula consistihgross receipts only.

Taxable income under the lowa corporate incomestgenerally similar to taxable income under thaefal corporate income tax, except t
under the lowa tax, no deduction is allowed fordanwcome tax payments; interest from state and cipadiobligations is included in incorr
interest from U.S. obligations is excluded fromdme; and 50% of federal corporate income tax paysrane excluded from income. The
lowa corporate income tax rates range from 6% b aRd may be effectively increased, in individuzdes, by application of a minimum tax
provision.

South Dakota Taxation. First Federal and First i8es/Trust Company file South Dakota franchisertnrns due to their operations in Sioux
Falls and Brookings. The South Dakota franchisegdamposed on depository institutions and trushpanies. First Midwest, Security and
First Federal's subsidiaries are therefore notestiltp the South Dakota franchise tax.

South Dakota imposes a franchise tax on the taxabtene of depository institutions and trust conmiparat the rate of 6%. Taxable income
under the franchise tax is generally similar tcatal® income under the federal corporate
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income tax, except that, under the South Dakotzcfrise tax, no deduction is allowed for state ine@nd franchise taxes, bad debt
deductions are determined on the basis of actwabehoffs, income from municipal obligations exerfiptn federal taxes are included in the
franchise taxable income, and there is a deduetiowed for federal income taxes accrued for tkedi year. The taxable income for South
Dakota franchise tax purposes is apportioned tdtSPakota through the use of a three-factor forneglasisting of tangible real and personal
property, payroll and gross receipts.

Delaware Taxation. As a Delaware holding compaitngt Midwest is exempted from Delaware corporatmme tax but is required to file an
annual report with and pay an annual fee to theeStiaDelaware. First Midwest is also subject teaanual franchise tax imposed by the State
of Delaware.

Competition

The Company faces strong competition, both in nating real estate and other loans and in attiqckaposits. Competition in originating r
estate loans comes primarily from commercial bas&gings banks, credit unions, insurance compaaresmortgage bankers making loans
secured by real estate located in the Company'kanarea. Commercial banks and credit unions peovigorous competition in consumer
lending. The Company competes for real estate #ret tbans principally on the basis of the quatityservices it provides to borrowers,
interest rates and loan fees it charges, and festgf loans it originates.

The Company attracts all of its deposits throughiétail banking offices, primarily from the comnitigs in which those retail banking offices
are located; therefore, competition for those diep@s principally from other commercial banks, is&)é banks, credit unions and brokerage
offices located in the same communities. The Compampetes for these deposits by offering a vaétyeposit accounts at competitive
rates, convenient business hours, and convenianthirocations with interbranch deposit and withgtsprivileges at each.

The Company serves Adair, Buena Vista, Calhounh@tlda, Pocahontas, Polk and Sac counties i lamd Brookings, Lincoln and
Minnehaha counties in South Dakota. There areytisit commercial banks, one savings bank, other fiest Federal, and one credit union
which compete for deposits and loans in First Fateprimary market area in northwest lowa and teigmmercial banks, one savings bank,
other than First Federal, and one credit union Wwhkimmpete for deposits and loans in First Fedarsiket area in Brookings, South Dakota.
In addition, there are thirteen commercial bankSegurity's primary market area in west centraldoRirst Federal competes for deposits and
loans with numerous financial institutions locatkerbughout the metropolitan market areas of Desng®i lowa and Sioux Falls, South
Dakota.

Employees

At September 30, 2002, the Company and its subm@dihad a total of 167 employees, including 14-fiare employees. The Company's
employees are not represented by any collectivgaidng group. Management considers its employetioas to be good.

Executive Officers of the Company Who Are Not Diretors

The following information as to the business exgrace during the past five years is supplied witlpeet to the executive officers of the
Company who do not serve on the Company's BoaRirettors. There are no arrangements or understgadietween such persons named
and any persons pursuant to which such officere welected.
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Donald J. Winchell - Mr. Winchell, age 50, servesSenior Vice President, Treasurer and Chief Fiaa@ifficer of First Midwest and First
Federal, and is responsible for the formulation iamalementation of policies and objectives for Fk¥ederal's finance and accounting
functions. His duties include financial planningterest rate risk management, accounting, invegsnénancial policy development and
compliance, budgeting and asset/liability managenin Winchell also serves as Secretary of Seg@8tate Bank, Director and
Secretary/Treasurer of First Services Trust Compang Treasurer of First Services Financial Limaead Brookings Service Corporation.
Mr. Winchell joined First Federal in 1989 as Vicesident and Chief Financial Officer, was appointegasurer in 1990, and Senior Vice
President in 1992. Prior to joining First Fedekat, Winchell served as Senior Vice President antéfOfinancial Officer of Midwest Federal
Savings and Loan Association of Nebraska City, Bska since 1981. Mr. Winchell received a Bachel@akence degree and a Bachelor of
Business Administration degree from Washburn Ursier Topeka, Kansas. Mr. Winchell is a certifiagbfic accountant.

Item 2. Properties

The Company conducts its business at its maineo#fitd branch office in Storm Lake, lowa, and fitkeeo locations in its primary market a
in Northwest lowa. The Company also operates ofieeoh Brookings, South Dakota, through the ConmysmBrookings Federal Bank
division of the Bank; four offices in Des Moineswla, through the Company's lowa Savings Bank dixisif the Bank; one office in Sioux
Falls, South Dakota, through the Company's Siouls Bavision of the Bank; and three offices in W&xntral lowa through the Company's
Security State Bank subsidiary.

The Company owns all of its offices, except for linanch offices located at Storm Lake Plaza, Stoake, lowa and West Des Moines, lowa
as to which the land is leased. The total net hadlee of the Company's premises and equipmentugiimog land, building and leasehold
improvements and furniture, fixtures and equipmanhS§eptember 30, 2002 was $11.1 million. See BateNotes to Consolidated Financial
Statements in the Annual Report.

The Company believes that its current facilities adequate to meet the present and foreseeablg oiei® Company and the Banks.

The Bank maintains an on-line data base with aicehureau, whose primary business is providindy secvices to financial institutions. The
net book value of the data processing and comeagipment utilized by the Company at SeptembeB02 was approximately $810,000.

Item 3. Legal Proceedings

The Company is involved as plaintiff or defendanvarious legal actions arising in the normal cewsits business. While the ultimate
outcome of these proceedings cannot be predictédoeitainty, it is the opinion of management, @nsultation with counsel representing
Company in the proceedings, that the resolutiaim@de proceedings should not have a material effe€@ompany's consolidated financial
position or results of operations.

Item 4. Submission of Matters to a Vote of Securityolders

No matter was submitted to a vote of security h@diénrough the solicitation of proxies or othemyiduring the quarter ended Septembel
2002.
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PART Il

Item 5. Market for Registrant's Common Equity and Related Shareholder Matters
Page 52 of the attached 2002 Annual Report to 8bbters is herein incorporated by reference.

Item 6. Selected Financial Datd&age 10 of the attached 2002 Annual Report to &bhlters is herein incorporated by reference.
Item 7. Management's Discussion and Analysis of Famcial Condition and Results

of Operations
Pages 11 through 21 of the attached 2002 AnnuabfRepShareholders are herein incorporated byeafz.

Item 7A. Quantitative and Qualitative Disclosure Albut Market Risk Pages 17 through 18 of the attached 2002 AnnuabiRep
Shareholders are herein incorporated by reference.

Item 8. Financial Statements and Supplementary DatRages 22 through 49 of the attached 2002 AnnuabRepShareholders are herein
incorporated by reference.

Item 9. Changes In and Disagreements With Accountds on Accounting and

Financial Disclosure

Not applicable
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PART IlI
Item 10. Directors and Executive Officers of the Rgistrant Directors

Information concerning directors of the Companintorporated herein by reference from the Compathsfimitive Proxy Statement for the
Annual Meeting of Shareholders to be held in Jan2a03 filed on December 18, 2002.

Executive Officers

Information concerning the executive officers af thompany is incorporated herein by reference tferCompany's definitive Proxy
Statement for the Annual Meeting of Shareholdetsetdeld in January 2003, filed on December 18220 from the information set forth
under the caption "Executive Officers of the Comp¥vho Are Not Directors" contained in Part | ofgliorm 10-K.

Compliance with Section 16(a)

Section 16(a) of the Exchange Act requires the Gomis directors and executive officers, and persdrsown more than 10% of a
registered class of the Company's equity securtiieile with the SEC reports of ownership andarp of changes in ownership of common
stock and other equity securities of the Comparific€s, directors and greater than 10% sharehsldex required by SEC regulation to
furnish the Company with copies of all Section }6¢ms they file.

To the Company's knowledge, based solely on awesfahe copies of such reports furnished to thenfany and written representations that
no other reports were required during the fiscalryended September 30, 2002, all
Section 16(a) filing requirements applicable tooitiicers, directors and greater than 10 percenefbeial owners were complied with.

Item 11. Executive Compensation

Information concerning executive compensation é@iporated herein by reference from the Comparefisitive Proxy Statement for the
Annual Meeting of Shareholders to be held in Jan@an3, filed on December 18, 2002.

Item 12. Security Ownership of Certain Beneficial @vners and Management

Information concerning securities authorized feuance under equity compensation plans and infasmabncerning security ownership of
certain beneficial owners and management is ingatpd herein by reference from the Company's dafinProxy Statement for the Annual
Meeting of Shareholders to be held in January 26i@8, on December 18, 2002.

Item 13. Certain Relationships and Related Transa@ns

Information concerning certain relationships amhsactions is incorporated herein by reference tr@rCompany's definitive Proxy
Statement for the Annual Meeting of Shareholdeitsetdield in January 2003, filed on December 182200
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PART IV
Iltem 14. Controls and Procedures

With the participation and under the supervisiothef Company's management, including the Comp#&hyjsf Executive Officer and Chief
Financial Officer, and within 90 days of the filidigite of this annual report, the Company's Chiefdakive Officer and Chief Financial
Officer have evaluated the effectiveness of thégteand operation of the Company's disclosure otsyand procedures (as defined in
Exchange Act Rules 13a-14(c) and 15(d)-14(c)) aaded on their evaluation, have concluded thadid@osure controls and procedures are
effective. There were no significant changes inGoenpany's internal controls or in other factoett ttould significantly affect these controls
subsequent to the date of their evaluation, inclgidiny corrective action with regard to significdeficiencies and material weaknesses.

Item 15. Exhibits, Financial Statement Schedulesna Reports on Form 8-K
(a) The following is a list of documents filed aarfpof this report:
(1) Financial Statements:
The following financial statements are incorporatgdeference under Part Il, Item 8 of this FormKt0
1. Report of Independent Auditors.
2. Consolidated Balance Sheets as of Septemb&08@,and 2001.
3. Consolidated Statements of Income for the YEaded September 30, 2002, 2001 and 2000.
4. Consolidated Statements of Changes in Shareisbguity for the Years Ended September 30, 22021 and 2000.
5. Consolidated Statements of Cash Flows for trer&Ended September 30, 2002, 2001 and 2000.
6. Notes to Consolidated Financial Statements.
(2) Financial Statement Schedules:
All financial statement schedules have been omatethe information is not required under the eglanstructions or is inapplicable.
(3) Exhibits:
See Index of Exhibits.
(b) Reports on Form 8-K:

During the three month period ended September @R, 2he Registrant filed a current report on F8rik dated July 31, 2002 to report the
issuance of a press release announcing the complata stock repurchase program and a currenttrepd-orm 8-K dated August 26, 2002
to report the issuance of a press release annayti@ndeclaration of a regular cash dividend toedhzlders and the authorization for the
purchase of shares by the Trustee of the Comp&nyBoyee Stock Ownership Plan.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigsthas duly caused this Report to be
signed on its behalf by the undersigned, theredatp authorized.

FIRST MIDWEST FINANCIAL, INC.

Dat e: Decenber 27, 2002. By: /s/ James S. Haahr

Janes S. Haahr
(Duly Authorized Representative)

Pursuant to the requirements of the Securities &xgé Act of 1934, this Report has been signed bbiothe following persons on behalf of
the Registrant and in the capacities and on thesdatlicated.

By:/s/ James S. Haahr Dat e: Decenber 27, 2002

James S. Haahr, Chairman of the Board
Presi dent and Chi ef Executive Oficer
(Principal Executive Oficer)

By: /s/ E. \Wayne Cool ey Dat e: Decenber 27, 2002

E. Wayne Cool ey, Director

By: /s/ E. Thurman Gaskill Dat e: Decenber 27, 2002
E. Thurman Gaskill, Director
By: /s/ Rodney G Ml enburg Dat e: Decenber 27, 2002

Rodney G Muiil enburg, Director

By:/s/ Jeanne Partl ow Dat e: Decenber 27, 2002

Jeanne Partlow, Director

By: /s/ G Mark M ckel son Dat e: Decenber 27, 2002

G Mark M ckel son, Director

By: /s/ J. Tyler Haahr Dat e: Decenber 27, 2002
J. Tyler Haahr, Director, Senior Vice
Presi dent, Secretary and Chief Operating
Oficer

By: /s/ Donald J. Wnchell Dat e: Decenber 27, 2002
Donald J. Wnchell, Senior Vice
Presi dent, Chief Financial Oficer and
Treasurer (Principal Financial and
Accounting O ficer)



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

2. Based on my knowledge, this annual report doésantain any untrue statement of a material dacimit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this annual report;

3. Based on my knowledge, the financial statememd,other financial information included in thisnaial report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this annual report;

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Exchange Act Rules 13a-14 and 15d-14) for tigésteant and we have:

a) designed such disclosure controls and procedoimssure that material information relating te thgistrant, including its consolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inieh this annual report is being prepared;

b) evaluated the effectiveness of the registraligdosure controls and procedures as of a datena®0 days prior to the filing date of this
annual report (the "Evaluation Date"); and

c) presented in this annual report our conclusadut the effectiveness of the disclosure containtsprocedures based on our evaluation as
of the Evaluation Date;

5. The registrant's other certifying officers artthive disclosed, based on our most recent evahjatighe registrant's auditors and the audit
committee of registrant's board of directors (aspas performing the equivalent function):

a) all significant deficiencies in the design oemion of internal controls which could adversaffect the registrant's ability to record,
process, summarize and report financial data and tantified for the registrant's auditors any ena weaknesses in internal controls; and

b) any fraud, whether or not material, that invelveanagement or other employees who have a sigmifiole in the registrant's internal
controls; and

6. The registrant's other certifying officers arfthive indicated in this annual report whether drthere were significant changes in internal
controls or in other factors that could signifidgreffect internal controls subsequent to the dditeur most recent evaluation, including any
corrective actions with regard to significant defitcies and material weaknesses.

Date: Decenber 27, 2002.
/sl Janes S. Haahr

Chi ef Executive Oficer



[, Donald J. Winchell, certify that:
1. I have reviewed this annual report on Form 16first Midwest Financial, Inc.;

2. Based on my knowledge, this annual report doésantain any untrue statement of a material dacimit to state a material fact necessary
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to the period
covered by this annual report;

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

4. The registrant's other certifying officers araté responsible for establishing and maintainisgldsure controls and procedures (as def
in Exchange Act Rules 13a-14 and 15d-14) for tigésteant and we have:

a) designed such disclosure controls and procedoissure that material information relating te thgistrant, including its consolidated
subsidiaries, is made known to us by others withase entities, particularly during the period inigh this annual report is being prepared;

b) evaluated the effectiveness of the registraliigdosure controls and procedures as of a datena®0 days prior to the filing date of this
annual report (the "Evaluation Date"); and

c) presented in this annual report our conclusaimut the effectiveness of the disclosure contnts procedures based on our evaluation as
of the Evaluation Date;

5. The registrant's other certifying officers artthle disclosed, based on our most recent evahyatidhe registrant's auditors and the audit
committee of registrant's board of directors (aispas performing the equivalent function):

a) all significant deficiencies in the design oeogtion of internal controls which could adversaffect the registrant's ability to record,
process, summarize and report financial data awe foentified for the registrant's auditors any enial weaknesses in internal controls; and

b) any fraud, whether or not material, that invelvweanagement or other employees who have a signifiole in the registrant's internal
controls; and

6. The registrant's other certifying officers arfthe indicated in this annual report whether drthere were significant changes in internal
controls or in other factors that could signifidgreffect internal controls subsequent to the dditeur most recent evaluation, including any
corrective actions with regard to significant difitcies and material weaknesses.

Date: Decenber 27, 2002.
/'s/ Donald J. Wnchell

Chi ef Financial Oficer
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Number Descriptiol

3(i) Registrant's Articles of Incorporation as antly in effect, filed on June 17, 1993 as an eixhibthe Registrant's registration statement on
Form S-1 (Commission File No. 33-64654), are inooaped herein by reference.

3(ii)Registrant's Bylaws, as amended and restéited,as Exhibit 3(ii) to Registrant's Report onrfo10-K for the fiscal year ended
September 30, 1998 (Commission File No. 0-22140pdorporated herein by reference.

4 Registrant's Specimen Stock Certificate, filedlone 17, 1993 as an exhibit to the Registrargistration statement on Form S-1
(Commission File No. 33-64654), is incorporatedeieby reference.

10.1 Registrant's 1995 Stock Option and Incentiaa Hiled as Exhibit 10.1 to Registrant's Repartrmrm 10-KSB for the fiscal year ended
September 30, 1996 (Commission File No. 0-22140)dorporated herein by reference.

10.2 Registrant's 1993 Stock Option and Incentiaa Hiled on June 17, 1993 as an exhibit to thgifeant's registration statement on Form
S-1 (Commission File No. 33-64654), is incorporatedein by reference.

10.3 Registrant's Recognition and Retention Pild bn June 17, 1993 as an exhibit to the Registraegistration statement on Form S-1
(Commission File No. 33-64654), is incorporatedeieby reference.

10.4 Employment agreement between First Federah§aBank of the Midwest and J. Tyler Haahr, filsdan exhibit to Registrant's Report
on Form 10-K for the fiscal year ended Septembe 8907 (Commission File No. 0-22140), is incorpedaterein by reference.

10.5 Registrant's Supplemental Employees' InvedtRian, filed as an exhibit to Registrant's Reporform 10-KSB for the fiscal year
ended September 30, 1994 (Commission File No. @@R1s incorporated herein by reference.

10.6 Employment agreements between First Fedevah@aBank of the Midwest and James S. Haahr anth@al. Winchell, filed on June
17, 1993 as an exhibit to the Registrant's redistratatement on Form S-1 (Commission File No63854), is incorporated herein by
reference.

10.7 Registrant's Executive Officer Compensatiagkam, filed as Exhibit 10.6 to Registrant's Rejporf-orm 10-K for the fiscal year ended
September 30, 1998 (Commission File No. 0-22140)dorporated herein by reference.

10.8 Registrant's Executive Officer Incentive St@gition Plan for Mergers and Acquisitions, filedEdibit 10.7 to Registrant's Report on
Form 10-K for the fiscal year ended September 9981(Commission File No. 0-22140), is incorpordtedein by reference.

11 Statement re: computation of per share earrfingsided under Note 1 and 2 of Notes to Consadidd&inancial Statements in the Annual
Report to Shareholders' attached hereto as Extflit

13 Annual Report to Shareholders.

21 Subsidiaries of the Registrant.

23 Consent of McGladrey & Pullen, LLP.

99.1 Certification of the CEO pursuant to Sectiog 8f the Sarbanes-Oxley Act of 2002

99.2 Certification of the CFO pursuant to Sectiog 8f the Sarban-Oxley Act of 2002
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FIANCIAL HIGHLIGHTS

(Dollars in Thousands except Per Share Data)

AT SEPTEMBER 30

Total assets $

Total loans, net

Total deposits

Shareholders' equity

Book value per common share $
Total equity to assets

FOR THE FISCAL YEAR

Net interest income $
Net income

Diluted earnings per share $
Return on average assets

Return on average equity

Net yield on interest-earning assets

TOTAL ASSETS
In millions
[GRAPHIC-CHART)]

2002

2001 2000 1999

607,648
343,192
355,780
44,588
18.06
7.34%

14,321
2,157
0.87
.38%
4.95%
2.68%

TOTAL LOANS, NET

In millions

[GRAPHIC-CHART]

$523,183 $505,590 $511,213
333,062 324,703 303,079
338,782 318,654 304,780
43,727 40,035 39,771

$ 17.71 $ 16.48 $ 15.86
8.36% 7.93% 7.78%

$ 13,033 $14,177 $13,559

1,910 2,328 2,641
$ 0.78 $ 093 $ 1.04
37% 46% .54%
4.57% 5.98% 6.35%
2.64% 2.86% 2.91%

In millions

TOTAL DEPOSITS

[GRAPHIC-CHART]

$418,380
270,286
283,858
42,286
$ 16.56
10.11%

$ 13,050
2,785
$ 1.03
.68%
6.43%
3.32%

The Company and its subsidiaries exceed regulatpital requirements. Banks are Members FDIC andhBgousing Lender:



LETTER TO SHAREHOLDERS 2
TO OUR SHAREHOLDERS

FIRST MIDWEST FINANCIAL
REACHED A TURNING POINT IN 2002.

For the past five years, we invested consideraseurces to align our internal capabilities withgeierm strategies for high performance and
growth. We hired additional expertise, embracetrietogy, implemented best practices and procedares|aunched new services and new
locations to make banking with us easier than edéthe while, earnings did not reflect the insin value building within the Company.

This year's earnings begin to reveal the addecevalat income rose 13 percent to $0.87 per dilskeate or $2.2 million compared to $0.78
per diluted share or $1.9 million for fiscal 2001.

DEMAND

DEPOSIT BALANCES
In millions
[GRAPHIC-CHART]

"OUR GOAL IS TO CREATE SUPERIOR
SHAREHOLDER VALUE BY FULFILLING
OUR CUSTOMER PROMISE TO MAKE
BANKING WITH US EASIER THAN EVER"

[PHOTO]
Fourth quarter earnings per share jumped 67 petoesti.30 from $0.18 compared to the same peri@0o1.

While we are pleased with the improved 2002 eas)imge are most optimistic about how our strong flation positions us for better
performance in years to come.

The Company opened its first retail location in8id¢-alls, South Dakota in April 2001. After one yeie new office reached profitability
and finished the fiscal year with positive earninggrew deposits to $30 million during fiscal 2Z0@ower-costing demand deposits reached
$8.3 million. Total loans doubled, exceeding $4%8iam.

The Company's third Des Moines location openedamednber 2001 and is moving quickly toward profitiai Construction was completed
on time and on budget for the fourth facility, winiepened in November 2002.

We are confident that these and future sites wilasce long-term earnings.

Loan-to-deposit interest rate spreads increasdzhS5 during fiscal 2002. Both an increase in leeasting deposit balances and a higher
concentration of originated commercial loans ctnuiiéd to the wider spreads.

Demand deposits increased 13 percent during f&a@2. The company's five-year deposit trends arst tetling: a 158 percent increase in
demand deposits and a 45 percent increase indepalsits.

Improvements in the mix and management of our plistlso contributed to wider loan-to-deposit e Net loans rose to a record $343
million, a 35 percent increase during the past figars. Originated commercial lending increasegd®ent in 2002 alone. The percentage of
commercial loans in the portfolio increased fromp&2cent to 55 percent of total loans since 1998.

With credit quality always top of mind, we continteemake sound decisior



LETTER TO SHAREHOLDERS 3

Growth in commercial lending makes the Company tebant on fixed-rate home mortgages and lessitbento interest rate risk. We have
found that hiring good people, with proven resiriteur new markets, is an effective strategy taklyi build quality business relationships.
This strategy also holds true for our new trust pany.

First Services Trust Company was established inl 2002 and is based in Sioux Falls, South Dak®keanks to its South Dakota charter, we
are able to offer customers some of the most féleraust laws in the nation.

LOOKING AHEAD

In many ways, First Midwest is just beginning tp t& potential. We have successfully merged tiadlitvith new capabilities, and we are
prepared for the next challenges. Our goal is ¢éater superior shareholder value by fulfilling oustomer promise to make banking with us
easier than ever.

To accomplish this goal, we will embrace initiasv&ich as:

1. Explore branch expansion opportunities.

2. Maintain superior credit quality through wiseid#don making and proactive monitoring systems.
3. Aggressively attract and retain demand depasibants.

4. Develop full-service commercial relationships.

5. Utilize technology to better understand and oespto customer needs.

While the economy is weaker today than in receatg,eour company is dedicated to working with imdlizls, businesses, and farmers to
make our communities stronger. On September 111,20Qroup of terrorists thought they could breakspirit and change our way of life
when they attacked America. They were profoundlgngr While they silenced the voices of our friertigy discovered that instead of
destroying us, their actions brought us closerttogreand increased our resolve.

[GRAPHIC PIE CHARTS]

Our stock price was $13.50 per share on Septenth@0®1. As we write this letter more than a yesen, our stock price closed at $15.41 on
November 21, 2002. That is a 12 percent annualizgdase. Factor in First Midwest's 13 cent pereshaarterly dividend and o
shareholders earned a 16 percent annualized retunvestment.

Our team remains dedicated to increasing shareheédige and enhancing your return. Thank you farrynovestment in First Midwest
Financial.

/sl James S. Haahr /sl J. Tyl er Haahr
JAMES S. HAAHR J. TYLER HAAHR
Chai rman of the Board, Seni or Vice President,

Presi dent & CEO Secretary & COO



COMPANY STRUCTURE 4
First Midwest Financial, Inc.
[GRAPHIC - CHART]
COMPANY PROFILE

First Midwest Financial, Inc. is a $608 million tanolding company for First Federal Savings Bankhef Midwest and Security State Bank.
Headquartered in Storm Lake, lowa, the Company edasd from mutual ownership to stock ownership983. Its primary business is
marketing financial deposit and loan products t@ntiee needs of retail bank customers.

First Midwest operates under a super-community imgnhilosophy that allows the Company to grow whitaintaining its community bank
roots, with local decision making and customer iservAdministrative functions, transparent to thistomer, are centralized to enhance the
banks' operational efficiencies and to improve aungr service capabilities.

First Federal Savings Bank of the Midwest operatea thrift with four divisions: First Federal Stot.ake, Brookings Federal Bank, lowa
Savings Bank, and First Federal Sioux Falls. Sgc@tiate Bank operates as a state-chartered conaiigaok. Sixteen offices support
customers in Brookings and Sioux Falls, South Dakabd throughout central and northwest lowa.

First Services Trust Company, a subsidiary of Ritstwest Financial, Inc. established in April 20@2pvides a full range of trust services.
First Services Financial Limited, a subsidiary o6FFederal Savings Bank of the Midwest, is a-figtvice brokerage operation that offers a
wide range of noninsured investment products téocasrs through LaSalle St. Securities, Inc.

COMPANY VISION, MISSION AND VALUES

VISION OF FIRST MIDWEST
FINANCIAL, INC.

Build the best super-community bank
system in the Midwest.

VISION OF FIRST MIDWEST
FINANCIAL BANKS

Be the bank of choice for financial
services in our market area.

MISSION
Have a professional, knowledgeable team that dtesttively provides value-added financial produatsl services that benefit our customers.

COMPANY VALUES

CUSTOMER SERVICE

Outstanding internal and external customer seraieghe foundation of our success. Meeting custdimancial needs and exceeding
expectations contribute to customer satisfactiahlang-term relationships.

CONTINUOUS IMPROVEMENT
We embrace change to improve the quality and pitddtycof our product offerings, business operaipand customer service.

GREAT WORK ENVIRONMENT
We embrace an atmosphere of open communicatiomaitwhl respect where people are treated fairlye ialilling career opportunities and
challenges, and are able to make a differencesicdimmunities we serve.

RESULTS
We are results oriented. Meeting goals allows timagany to earn a fair profit while servicing oustamers in an efficient and professional
manner



BANK HIGHLIGHTS 5
BANKING MADE EASY FOR YOU

TIME IS PRICELESS. WHETHER YOU ARE AT A SOCCER GAMBER A HIGH-POWERED MEETING, WE KNOW YOU WANT TO
MAKE THE MOST OF YOUR TIME. THAT IS WHY WE OFFER INOVATIVE FINANCIAL PRODUCTS AND SERVICES
DESIGNED TO FIT YOUR LIFESTYLE.

Our people are dedicated to making your bankinge&pce with us a good one. We sit down and regtyto know you and your financial
needs. What we learn helps us recommend the rigdupts and services to help you succeed. Bettepye Switch Kit makes it easier than
ever to open your accounts with us.

From banking in person to online bill payment, veed choices to make banking simple. Our new PgeieStatus membership gives you
surcharge-free access to over 2,400 ATMs acrossadinetry. And that is just one way to access yoer br benefit-packed checking account.
Just stop by one of our offices or visit our awaiidning bank web sites to see how easy bankingbean

ONLINE SERVICE

www.efirstfed.com
www.brookingsfed.com
www.iowasavings.com
WWW.esecuritystate.com
www.firstfedsf.com

[PHOTO]
From a first home to a dream home, our home moetdans help people, like the VanHaaften familyfjlifuheir dreams. Barb, Brian and
Courtney VanHaaften are pictured on their frontcpor

PERSONAL
FINANCIAL SERVICES

Checking Choices

Online Express Check Reorder Online Banking OriilePayment QUICKbank 24-Hour Telebanking Overdifotection Privileged Status
PhotoSecure QUICKcard Privileged Status ATM CarchloMarket Silver Savings Moola Moola Kids Savii@ab Certificates of Deposit
Switch Kit Commercial Lending Mortgage Lending Agritural Lending Consumer Lending Lines of Cred#ialldly Reserve 24-Hour Online
Loan Applications Credit Cards Retirement ServiCesdit Life Insurance Direct Deposits Automatic Pent Safe Deposit Boxes Notary
Service and Signature Guarantee Travelers Checqasset's Checks American Express Gift Checks loteeWeb Sites

INVESTMENT AND INSURANCE SERVICES(1)

Stocks Bonds Mutual Funds
Fixed and Variable Annuities Life Insurance Dis#ypilnsurance Long-term Care Insurance Retireméam$Tax-advantaged Investments

TRUST SERVICES
Trust and Estate Administration Investment ManagerBervices Custody Services Retirement Planningl&ee Benefit Services

(1) Non-traditional bank products offered througiSlalle St. Securities, Inc. are not FDIC insurexl,are they guaranteed by the banks of
First Midwest or any affiliate.

BANKING MADE EASY FOR YOUR BUSINESS
BANK HIGHLIGHTS

WE BELIEVE A GOOD BUSINESS BANK DOES MORE THAN JUSJFFER THE PRODUCTS AND SERVICES YOU NEED. OUR
EXPERIENCED BUSINESS BANKERS REALLY GET TO KNOW YQRIBUSINESS, INSIDE AND OUT, SO WE CAN RECOMMEND
SERVICES TO HELP YOU GET AHEAD.

Whether you are starting a new business or wagxpand your current operation, we have solutiorieetp you succeed. From real estate to
equipment financing, our hometown kr-how and big bank resources can provide you witHittencial backing your business may nee



reach its true potential. Plus, our new online casimagement service helps you accelerate colle;tgireamline payments, and improve
control over your day-to-day business cash flowu Yiave instant access to your business accouritgusitthe click of a mouse - any time of
the day or night.

We know you have a business to run. That is whyush up our sleeves and go to work for you. Ouiigdb keep it simple so you can get
down to business.

[PHOTO]

Silk Screen Ink, a custom embroidery, screen printand promotional item business, was honoredwa's 2001 Small Business of the Y«
We are proud to provide checking, lending, retiratngust, and cash management services to helButgrfield manage and grow his
business.

Banking is as easy as 1-2-click. For you or yousitess, our award-winning web sites give you irtstaness to your accounts.

BUSINESS SERVICES

FINANCING

Commercial Real Estate Loans Lines of Credit Teoaris Equipment Financing Construction Lending Manaant Buyouts Employee
Stock Option Financing Specialized Industries

Small Business Administration (SBA) Lending BegimpiFarmer Loan Programs Crop Loans and Insuranestdck Loans Alternative
Lending Options Letters of Credit

CASH MANAGEMENT

Business Advantage Checking Monthly, QuarterlyAonual Analysis Business Money Market Accounts fles¢ Advantage Accounts for
Non-Profit Entities Online Balance and Activity Regog Loan and Investment Sweeps Zero Balance AcsoDntine Services and
Administration Automated Clearinghouse Originatiutomated Payroll Services Domestic and Internatiddire Transfers Federal Tax
Payments Ready Reserve Overdraft Protection Cashe&dtration Services

OTHER SERVICES

Business Retirement Plans Personal Trust Services

Merchant Credit Card Processing Business Credit Car ds
Online Business Resource Center Business and Cash

Management Planning Interactive Web Site

Bank Highlights 7
BANKING MADE EASY FOR OUR COMMUNITIES
WE HAVE A SPECIAL CONNECTION TO OUR COMMUNITIES JUST THE BY THE NATURE OF OUR

BUSINESS. LENDING MONEY FOR A FIRST HOME, A NEW BUS INESS, AND OTHER LIFE EVENTS
IS ONE WAY OUR BANKS WORK TO ENHANCE PEOPLE'S LIVES.

We at First Midwest actively participate in th
Reinvestment Act (CRA) to safely and consistently m
communities. Your investments with us are reinveste
neighborhoods to make them a better place to live,

Through our partnerships with the American Ban
America's Promise, each of our banks is recognized
means we are dedicated to building the character an
fulfilling the Five Promises: Caring adults, Safe p
future, Marketable skills, and Opportunities to ser

Over one hundred employees donate their time a
a difference in the lives of others. Whether it is
scholarships, teaching students the importance of g
annual Charity Cookout, we dedicate financial resou
employee hours to make our communities stronger.

[PHOTO OF THE HEMMERS]

James Hemmer (center), his sons
Brad, Jeff, Steve, and Mike, and
grandson Brandon are pictured

on their 4,500 acre family farm.

We are pleased to provide financing
for the Hemmers and other family
farms in our communities.

[PHOTO OF TROY MOORE]

e federal Community

eet the credit needs in our
d right back into our

work and play.

kers Association and

as a Bank of Promise. That

d competence of our youth by
laces, Healthy start and

ve.

nd talents each year to make
providing annual

ood credit, or hosting our
rces and thousands of



SCHOOL

lowa Savings Bank President Troy Moore talks to
children about the importance of saving money.
Every year our employee volunteers dedicate more
than 5,000 hours to youth-related activities.

[PHOTO OF SUE JESSE]

CHARITY

Sue Jesse welcomes guests to our annual Charity
Cookout in Manson. The Company has donated over
$40,000 to local charities since initiating the

event five years ago.



BANK HIGHLIGHTS 8

OUR PEOPLE MAKE IT HAPPEN

WHEN YOU GET RIGHT DOWN TO IT, WE ARE IN THE BUSINES OF HELPING PEOPLE. OUR SUCCESS COMES FROM THE
EFFORTS OF TALENTED PEOPLE WORKING TOGETHER TO DGIE RIGHT THINGS RIGHT-FOR OUR CUSTOMERS AND FOR
EACH OTHER.

Each year we review our past performance, updedtegies, and develop specific action plans toeaehour goals. Together, we share best
practices and challenge the status quo to enhamnags and to make banking easier for our custemer

We believe the implementation of innovative ideastdrs healthy growth. From Integrity Selling tdustry seminars, our people are
encouraged to expand their financial knowledge@oéessional skills. It is what cultivates employdrésen initiatives that makes our
organization better. Now that is rewarding.

After all, good service comes from good people.t@uers can talk with a real person and get answeéit is what keeps our customers
coming back. It is what being a super-communitykoarall about - neighborhood service with the teses of a larger bank.

[PHOTO]

Our people make the difference. From left to riggrandy Rudy, Josh Luther, Jamie Larson, Lisa Bintliatt Janssen, and Kathy Thorson.
[PHOTO -SANDY HEGLAND)]

"The best part of the bank is our people. Togetivermake the Company stronger one relationshigtiate"

-SANDY HEGLAND
VICE PRESIDENT OF HUMAN RESOURCES
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First Midwest Financial, Inc. and Subsidiaries 10
SELECTED CONSOLIDATED FINANCIAL INFORMATION

SEPTEMBER 30, 2002 2001 2000 1999 1998

SELECTED FINANCIAL CONDITION DATA
(In Thousands)

Total assets $607,648 $523,183 $505,59 0 $511,213 $418,380
Loans receivable, net 343,192 333,062 324,70 3 303,079 270,286
Securities available for sale 218,247 145,374 147,47 9 178,489 120,610
Excess of cost over net assets acquired, net 3,403 3,403 3,76 8 4,133 4,498
Deposits 355,780 338,782 318,65 4 304,780 283,858
Total borrowings 205,266 138,344 143,99 3 164,369 89,888
Shareholders' equity 44,588 43,727 40,03 5 39,771 42,286

YEAR ENDED SEPTEMBER 30,

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

Total interest income $36,065 $38,424 $38,75

Total interest expense 21,734 25,391 24,57

Net interest income 14,321 13,033 14,17

Provision for loan losses 1,090 710 1,64

Net interest income after provision for loan losses 13,231 12,323 12,53

Total noninterest income 2,160 1,292 78

Total noninterest expense 12,268 10,695 9,40

Income before income taxes 3,123 2,920 3,91 1 4,478 4,788
Income tax expense 966 1,010 1,58 3 1,837 2,003
Net income $ 2157 $ 1910 $ 2,32 8 $ 2641 $ 2,785

Earnings per common and common equivalent share:

Basic earnings per share $ 088 $ 079 $ 09 5 $ 107 $ 1.08
Diluted earnings per share $ 087 $ 078 $ 09 3 $ 104 $ 103
YEAR ENDED SEPTEMBER 30,

SELECTED FINANCIAL RATIOS

AND OTHER DATA

PERFORMANCE RATIOS

Return on average assets 0.38% 0.37% 0.4 6% 0.54% 0.68%
Return on average shareholders' equity 4.95 4.57 5.9 8 6.35 6.43
Interest rate spread information:

Average during the year 2.48 2.28 2.4 6 251 2.81
End of year 2.53 221 2.3 2 2.40 2.74
Net yield on average interest-earning assets 2.68 2.64 2.8 6 2.91 3.32
Ratio of operating expense to average total assets 2.16 2.09 1.8 5 1.80 2.00
QUALITY RATIOS

Non-performing assets to total assets at end of 0.63 0.49 0.1 5 0.47 1.94
year

Allowance for loan losses to non-performing loans 220.33 240.02 1,156.1 3 137.16 41.15
CAPITAL RATIOS

Shareholders' equity to total assets at end of 7.34 8.36 7.9 3 7.78 10.11
period

Average shareholders' equity to average assets 7.68 8.17 7.6 7 8.65 10.51
Ratio of average interest-earning assets to

average interest-bearing liabilities 104.86 106.90 108.0 2 108.39 110.22
OTHER DATA

Book value per common share outstanding $ 18.06 $ 17.71 $ 16.4 8 $ 1586 $ 16.56
Dividends declared per share $ 052 $ 052 $ 05 2 $ 052 $ 048
Dividend payout ratio 59% 65% 5 5% 48% 44%

Number of full-service offices 15 14 1 4 13 13
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MANAGEMENT'S DISCUSSION AND ANALYSIS
GENERAL

First Midwest Financial, Inc. (the "Company" or '§tiMidwest") is a bank holding company whose pringubsidiaries are First Federal
Savings Bank of the Midwest ("First Federal") arat @ity State Bank ("Security"). The Company wanporated in 1993 as a unitary non-
diversified savings and loan holding company amdSeptember 20, 1993, acquired all of the capiitaksof First Federal in connection with
First Federal's conversion from mutual to stockrif@f ownership. On September 30, 1996, the Compangme a bank holding company in
conjunction with the acquisition of Security.

The Company focuses on establishing and maintaioimgrterm relationships with customers, and is eotted to serving the financial
service needs of the communities in its market.arba Company's primary market area includes thewiing counties: Adair, Buena Vista,
Calhoun, Ida, Guthrie, Pocahontas, Polk, and Szatdd in lowa, and the counties of Brookings andridhaha located in east central South
Dakota. The Company attracts retail deposits flioengeneral public and uses those deposits, togeitteother borrowed funds, to originate
and purchase residential and commercial mortgaaes|do make consumer loans, and to provide fingnfar agricultural and other
commercial business purposes.

The Company's basic mission is to maintain and meghaore earnings while serving its primary magdet. As such, the Board of Directors
has adopted a business strategy designed to (itarathe Company's tangible capital in excesggfilatory requirements, (ii) maintain the
quality of the Company's assets, (iii) control @iy expenses, (iv) maintain and, as possibleease the Company's interest rate spreac
(v) manage the Company's exposure to changesaresitrates.

FINANCIAL CONDITION

The following discussion of the Company's consaéddinancial condition should be read in conjunictivith the Selected Consolidated
Financial Information and Consolidated Financiat&mnents and the related notes included elsewleeetnh

The Company's total assets at September 30, 20@2%667.6 million, an increase of $84.4 million16r.1%, from $523.2 million at
September 30, 2001. The increase in assets wasrigo@ily to an increase in securities availabledale and to a lesser extent in net loans
receivable, and was funded primarily by an incréasecurities sold under agreements to repurchase.

The Company's portfolio of securities availabledate increased $72.8 million, or 50.1%, to $218ilion at September 30, 2002 from
$145.4 million at September 30, 2001. The increafiects the purchase of mortgage-backed secuyrgigsarily with balloon maturities,
which have relatively short expected average largs limited maturity extension. (See Notes 1 aifl [Sotes to Consolidated Financial
Statements.)

The Company's portfolio of net loans receivablegased by $10.1 million, or 3.0%, to $343.2 millanSeptember 30, 2002 from $333.1
million at September 30, 2001. Net loans receivaidecased as a result of the increased originati@mommercial and multi-family real
estate loans on existing and newly constructedeptis and the increased origination of commetmiginess loans. In addition, the increase
reflects increased origination of agricultural restate and business loans. Conventional one tddmily residential mortgage loans and
consumer loans declined as existing originatedpamdhased loans were repaid in amounts greatemiaroriginations retained in portfolio
during the period. (See Notes 1 and 4 of NotesaasGlidated Financial Statements.)

The Company's investment in premises and equipmergased $1.8 million, or 19.4%, to $11.1 millanSeptember 30, 2002 from $9.3
million at September 30, 2001. The increase istduke construction of a new office facility in Wnldale, lowa, which opened for busines
November 2002

Customer deposit balances increased by $17.0 milin5.0%, to $355.8 million at September 30, 206&h $338.8 million at September 30,
2001. The increase in deposits resulted from the/éar operation of our new office in Sioux FalBputh Dakota, and the opening of a new
office in Des Moines, lowa. In addition, the incseaeflects management's continued efforts to exhdeposit product design and marketing
programs. Deposit balances increased for non-sitidxearing demand accounts, interest-bearing tetinsaaccounts, which include savings,
NOW and money market demand accounts, and timéicates of deposit in the amounts of $4.2 milli&7,5 million, and $5.3 millior
respectively. Included in the increase in timeifiedates of deposit is a $12.9 million increasgumbo certificates of deposit. (See Note 7 of
Notes to Consolidated Financial Statemet

The Company's borrowings from the Federal Home LBamk decreased by $1.3 million, or 1.0%, to $12billion at September 30, 2002
from $126.4 million at September 30, 2001. The medain securities sold under agreements to repsecinareased to $70.2 million at
September 30, 2002 from $2.0 million at SeptemiBe2801. The increase in securities sold underesgeats to repurchase reflects the us
this alternative borrowing source at a comparajil@ver cost and was used to fund balance sheetthrduring the period. (See Notes 1 and
9 of Notes to Consolidated Financial Statements.)

Shareholders' equity increased $900,000, or 2.64%44.6 million at September 30, 2002 from $43.Mloni at September 30, 2001. T



increase in shareholders' equity is the resuleb®arnings during the period, which was partiaffget by the repurchase of common shares
held as Treasury stock and by cash dividends pastiareholder:
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RESULTS OF OPERATIONS

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

The Company's results of operations are primaglyethdent on net interest income, noninterest incame: operating expenses. Net interest
income is the difference, or spread, between tleea@e yield on interest-earning assets and the@geenate paid on interest-bearing liabilities.
The interest rate spread is affected by regulasegnomic, and competitive factors that influemteriest rates, loan demand, and deposit
flows. The Company, like other financial instituti is subject to interest rate risk to the extieat its interestarning assets mature or rep

at different times, or on a different basis, thannterest-bearing liabilities.

The Company's noninterest income consists primafifges charged on transaction accounts, whigh ¢fé$et the costs associated with
establishing and maintaining these deposit accolmteddition, noninterest income is derived frdma &ctivities of First Federal's wholly-
owned subsidiary, First Services Financial Limitetijch is engaged in the sale of various msured investment products. During fiscal y
2002, the Company established First Services Tasatpany, a wholly-owned subsidiary of First MidwHwit provides a variety of
professional trust services.

Historically, the Company has not derived significencome as a result of gains on the sale of g&siand other assets. During the year
ended September 30, 2000, the Company recordess aiothe sale of securities available for sateenamount of $1,021,000 resulting from
the planned restructuring of the balance sheettliatved the sale of lower yielding securitiess tieinvestment of funds into higher yielding
assets, and the repayment of borrowings. The lossle of securities was partially offset by a $860 gain on the transfer of Federal Home
Loan Bank advances.

COMPARISON OF OPERATING RESULTS FOR THE YEARS ENDBEPTEMBER 30, 2002 AND SEPTEMBER 30, 2001 GENERAL

Net income for the year ended September 30, 2092ased $247,000, or 12.9%, to $2,157,000, frod1B1000 for the same period enc
September 30, 2001. The increase in net incomectsfincreases in net interest income and nonggeincome, which were partially offset
by an increase in nonin-terest expense and anaseria the provision for loan losses.

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, 2002 2001 2000
WEIGHTED AVERAGE YIELD ON

Loans receivable 7.02% 7.93% 8.47%
Mortgage-backed securities available for sale 5.29 6.46 6.66
Securities available for sale 2.85 4.61 6.92
FHLB stock 3.00 4.08 7.10
Combined weighted average yield on

interest-earning assets 6.16 7.27 7.91

WEIGHTED AVERAGE RATE PAID ON

Demand, NOW and money market demand deposits 1.27 2.06 3.50
Savings deposits 1.46 1.69 3.05
Time deposits 4.07 5.73 6.02
FHLB advances 5.46 5.76 5.99
Other borrowed money 2.36 7.07 6.32
Combined weighted average rate paid on

interest-bearing liabilities 3.63 5.06 5.59

Spread 2.53 221 2.32
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RATE/VOLUME ANALYSIS

The following schedule presents the dollar amotichanges in interest income and interest expemrsejor components of interest-earning
assets and interest-bearing liabilities. It digtisges between the increase related to higheramdlistg balances and that due to the levels and
volatility of interest rates. For each categorynmiérest-earning assets and interest-bearing iliaisil information is provided on changes
attributable to

(i) changes in volume (i.e., changes in volume ipligd by old rate) and (ii) changes in rate (ichanges in rate multiplied by old volume).
For purposes of this table, changes attributablotb rate and volume, which cannot be segregated heen allocated proportionately to the
change due to volume and the change due to rate.

YEAR ENDED SEPTEMBER 30,

2002 VS. 2001 2001 VS. 2000

Increase Increase Total Increase Increase Total

(In Thousands) (Decrease) (Decrease) Increase (Decrease) (Decrease) Increase
Due to Volume Due to Rate  (Decrease) Due to Volume Due to Rate  (Decrease)

INTEREST-EARNING ASSETS
Loans receivable $ 896 $(2,913) $(2,017) $1,476 $ (137) $1,339
Mortgage-backed securities
available for sale 2,427 (860) 1,567 (1,423) 25 (1,398)
Securities available for sale (471) (1,248) (1,719) 161 (308) (147)
FHLB stock (42) (158) (200) 4) (121) (125)
Total interest-earning assets $ 2,810 $(5,179) $(2,369) $ 210 $ (541) $ (331)
INTEREST-BEARING LIABILITIES
Demand, NOW and
money market deposits $ 168 $ (904) $ (736) $ 170 $ (318) $ (148)
Savings deposits 57 (108) (51) (127) (61) (188)
Time deposits 26 (3,327) (3,301) 1,282 964 2,246
FHLB advances (453) (29) (482) (1,384) 22 (1,362)
Other borrowed money 1,128 (215) 913 302 (37) 265
Total interest-bearing liabilities $ 926 $(4,583) $(3,657) $ 243 $ 570 $ 813

Net effect on net interest income $1,884 $ (596) $1,288 $ (33) $(1,111) $(1,144)
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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, expressatti b dollars and rates. No tax equivalent
adjustments have been made. Non-accruing loansb®ereincluded in the table as loans carrying a yiedd.

YEAR ENDED SEPTEMBER 30,

2002 2001 2000
Average Interest Average Interest Average Interest
(Dollars in Thousands) Outstanding Earned Yield Outstanding Earned Yield O utstanding Earned Yield
Balance /Paid /Rate  Balance /Paid /Rate Balance  /Paid /Rate

INTEREST-EARNING ASSETS

Loans receivable(1) $ 338,736 $

Mortgage-backed securities

25,935 7.66% $327,036 $ 27,952 8.55%

$ 309,768 $ 26,613 8.59%

available for sale 146,435 8,379 5.72 104,012 6,812 6.55 125,749 8,210 6.53
Securities available for sale 42,273 1,513 3.58 55,442 3,232 5.83 52,672 3,379 6.42
FHLB stock 6,861 228 3.32 8,118 428 5.27 8,190 553 6.75
Total interest-earning assets 534,305 $ 36,055 6.75% 494,608 $ 38,424 7.77% 496,379 $ 38,755 7.81%
Noninterest-earning assets 32,374 18,251 10,879

Total assets $ 566,679 $512,859 $ 507,258

INTEREST-BEARING LIABILITIES
Demand, NOW and money

market demand deposits $ 74,656 $ 1,261 1.69% $ 64,711 $ 1,997 3.09% $ 59,199 $ 2,145 3.62%
Savings deposits 14,582 238 1.63 11,115 289 2.60 15,986 477 2.98
Time deposits 252,606 11,960 4.73 252,171 15,261 6.05 230,992 13,015 5.63
FHLB advances 118,415 6,891 5.82 126,208 7,373 5.84 149,896 8,735 5.83
Other borrowed money 49,288 1,384 281 8,471 471 5.56 3,460 206 5.95

Total interest-bearing liabilities 509,547 $

Noninterest-bearing:

21,734 4.27% 462,676 $ 25,391 5.49%

Deposits 10,105 6,551 5,639

Liabilities 3,501 1,751 3,178

Total liabilities 523,153 470,978 468,350
Shareholders' equity 43,526 41,881 38,908

Total liabilities and

shareholders' equity $ 566,679 $ 507,258

Net interest-earning assets $ 24,758 $ 31,932 $ 36,846

Net interest income $ 14,321 $ 13,033 $ 14,177

Net interest rate spread 2.48% 2.28% 2.46%
Net yield on average interest-

earning assets 2.68% 2.64% 2.86%
Average interest-earning assets to

average interest-bearing liabilites ~ 104.86% 106.90% 108.02%

(1) Calculated net of deferred loan fees, loandlists, loans in process and allowance for loarem
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NET INTEREST INCOME

Net interest income for the year ended Septembe2@I2 increased by $1,288,000, or 9.9%, to $1408®compared to $13,033,000 for
period ended September 30, 2001. The increasd inteeest income reflects a $39.7 million increasthe average balance of interest-
earning assets combined with an increase in thgieleton average earning assets. The net yielavenage earning assets increased to 2.68%
for the period ended September 30, 2002 from 2.6%%he same period in 2001. The increase in redtlydn average earning assets was the
result of an increase in the net interest rateagpbetween interest-earning assets and interegtigéabilities. The average interest rate
spread increased to 2.48% for the fiscal year eSdgdember 30, 2002 from 2.28% for the previous.yHas increase reflects a reduction in
the average cost of deposits due to an increatbe ilevel of transactional deposit accounts anshenreased percentage of originated
commercial loans at relatively higher yields durthg period.

INTEREST AND DIVIDEND INCOME

Interest and dividend income for the year endede®elper 30, 2002 decreased $2,369,000, or 6.2936®M%$5,000 from $38,424,000 for the
same period in 2001. The decrease is due printardy$2,017,000 decline in interest income froom$oeeceivable as a result of a decrease in
the average yield on these assets during the pénadidition, dividend income from FHLB stock deased by $200,000 due primarily to a
decline in average yield received.

INTEREST EXPENSE

Interest expense decreased $3,657,000, or 14.4821t334,000 for the year ended September 30, 2662$25,391,000 for the same period
in 2001. Interest expense was reduced due to 88000 decrease in interest expense on deposatsessilt primarily of a decline in the
average rate paid on deposits during the perioddtition, interest expense was reduced by $482)8FHLB advances due primarily to a
decrease in the average balance outstanding dilnengeriod. These decreases were partially offset $913,000 increase in expense on ¢
borrowings due to an increase in the average balantstanding during the period.

PROVISION FOR LOAN LOSSES

The provision for loan losses for the year endgateSaber 30, 2002 was $1,090,000 compared to $7Q6¢d@he same period in 2001.
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 Essreflects an adequate allowance against
probable losses from the loan portfolio at sucke dat

Economic conditions in the agricultural sectorted Company's market area are currently stablealiregroved commodity prices. The
agricultural economy is accustomed to commoditggfiuctuations and is generally able to handld Sluctuations without significant
problem. However, an extended period of low commyogliices could result in weakness of the Compaagtcultural loan portfolio and
could create a need for the Company to increasdl@&ance for loan losses through increased clsaxgprovision for loan losses.

During recent years, the Company has increasedigmation and purchase of multi-family and comaiairreal estate loans and has
increased its origination of commercial businessito The Company anticipates activity in this tgpending to continue in future years.
While generally carrying higher rates, this lendamgivity is considered to carry a higher levetisk due to the nature of the collateral and
size of individual loans. As such, the Companyapéites continued increases in its allowance fan losses as a result of this lending
activity.

Although the Company maintains its allowance famldosses at a level that it considers to be adegtieere can be no assurance that future
losses will not exceed estimated amounts, or tthditianal provisions for loan losses will not beuéed in future periods. In addition, the
Company's determination of the allowance for lazssés is subject to review by its regulatory agenaivhich can require the establishment
of additional general or specific allowances, thotliey have chosen not to do so in recent years.

NONINTEREST INCOME

Noninterest income increased by $867,000, or 67tt%?2,159,000 for the year ended September 3@ #06fh $1,292,000 for the sar
period in 2001. The increase in non-interest incoeflects a $78,000 increase in service chargdsatetl on deposit accounts, an $84,000
increase in commissions received through the Cogipdénokerage subsidiary, and a $566,000 increaesiaccretion of income from bank
owned life insurance, which was purchased in Auga$8tL. In addition, the increase reflects a gaisala of securities available for sale in
amount of $86,000 during fiscal 2002 compared|tmsa on sale of $60,000 in the previous year.

NONINTEREST EXPENSE

Noninterest expense increased by $1,573,000, @f4,40 $12,268,000 for the year ended Septembe2®I2, from $10,695,000 for the sa



period in 2001. The increase in noninterest expensearily reflects the costs associa
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with opening new offices during the period. In A@001, the Company moved into its newly constrddeeility in Sioux Falls, South Daka
and opened its third Des Moines, lowa, locatioNlavember 2001. In November 2002, the Company opéseewly constructed facility in
Urbandale, lowa, which is the Company's fourth Diegnes area location and serves as the Compang $/D@es area main office.
Noninterest expense also increased as a reslie@ompany's -going effort to maintain and enhance its technplggstems for the
efficient delivery of products and customer servitiis includes internet banking, which becamelab#e to customers in January 2002.

INCOME TAX EXPENSE

Income tax expense decreased by $45,000, or 46$866,000 for the year ended September 30, 2002 $1,011,000 for the same periol
2001. The decrease in income tax expense reflags@ase in taxable income between the compgpehileds. Taxable income decreased
due to an increase in the accretion of income foamk owned life insurance attributable to a buildupash surrender value, which is not
taxable.

COMPARISON OF OPERATING RESULTS FOR THE YEARS ENDBEPTEMBER 30, 2001 AND SEPTEMBER 30, 2000 GENERAL

Net income for the year ended September 30, 206edsed $418,000, or 18.0%, to $1,910,000, frord2®000 for the same period enc
September 30, 2000. The decrease in net inconeeteth reduction in net interest income and areas® in noninterest expense, which were
partially offset by an increase in noninterest mecand a decrease in the provision for loan lodeesddition, fiscal year 2000 included a g
on the transfer of Federal Home Loan Bank advances.

NET INTEREST INCOME

Net interest income for the year ended Septemhe2@0L decreased by $1,144,000, or 8.1%, to $13)083ompared to $14,177,000 for
period ended September 30, 2000. The decreast imtewst income reflects a decrease in the netant rate spread between inteesataing
assets and interest-bearing liabilities duringgégod. The average interest rate spread declm@dB% for the fiscal year ended September
30, 2001 from 2.46% for the previous year. Theidedh spread was due primarily to an increas@énaverage cost of time deposits as a
result of an interest rate yield curve that wasdlainverted for much of the period. The net yietdaverage earning assets decreased to 2
for the period ended September 30, 2001 from 2.88%he same period in 2000. The decrease in eéd §6 due to the decrease in net
interest rate spread and a decrease in net eaasgags.

INTEREST AND DIVIDEND INCOME

Interest and dividend income for the year endede®eiper 30, 2001 decreased $331,000, or 0.85% 3@ 38,000 from $38,755,000 for the
same period in 2000. The decrease is due prim@argydecline of $1,545,000 in interest income fe®uourities available for sale due to a
decrease in the average balance outstanding anddorease in the average yield on these assétg doe period. In addition, dividend
income from FHLB stock decreased by $125,000 dimapily to a decline in average yield received. 3dhdecreases were partially offset by
a $1,339,000 increase in interest income fromaeatd receivable due to an increase in the aver@dgade outstanding during the period.

INTEREST EXPENSE

Interest expense increased $813,000, or 3.3%,5(392,000 for the year ended September 30, 2001 $24,578,000 for the same period in
2000. The increase is due to an increase of $1)0Q0n interest expense on deposits due to andserim the average outstanding balance

to an increase in the average rate paid on dephsiitsg the period. The increase in the averagstauding balance of deposits resulted from
internal growth of the deposit portfolio. The inase in deposit interest expense was partially bffge decrease of $1,098,000 in expense on
FHLB advances and other borrowings due to a dedlitiee average balances outstanding during theger

PROVISION FOR LOAN LOSSES

The provision for loan losses for the year endguteSaber 30, 2001 was $710,000 compared to $1,6@0¢0@he same period in 2000.
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 Essreflects an adequate allowance against
probable losses from the loan portfolio.

NONINTEREST INCOME

Noninterest income increased by $511,000, or 65td4%1,292,000 for the year ended September 3@, #0fn $781,000 for the same peri

in 2000. The increase in nonin-terest income réflac114,000 increase in deposit service chahgesldition, the loss on sale of securities
available for sale totaled $60,000 for the yeareen8eptember 30, 2001 as compared to $1,021,0@80efqrevious year. The fiscal 2000 loss
on sale of securities available for sale restL
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primarily from the planned restructuring of thedrade sheet that involved the sale of lower yieldiegurities, the reinvestment of proceeds
into higher yielding assets, and the repaymenbaofdwings, which yielded a gain of $561,000.

NONINTEREST EXPENSE

Noninterest expense increased by $1,287,000, @#4d,30 $10,695,000 for the year ended Septembe2(®, from $9,408,000 for the sal
period in 2000. The increase in non-interest expeaects the costs associated with opening aaféee in Sioux Falls, South Dakota, and
the opening of the Company's third Des Moines looatwvhich opened in November 2001. The Sioux Haffise opened in a temporary
facility in September 2000, with construction ghermanent facility completed on schedule, and theeatio the new office made in April
2001. Noninterest expense was also increased dieste associated with a data processing conveasithe Company's Security State Bank
subsidiary. This conversion will provide on-goirf§j@encies as a consistent data processing syserow in use throughout the Company's
operating divisions. In addition, increased occuyamd equipment expense reflects the Companygoong effort to enhance its technology
systems for the efficient delivery of products @ndtomer service.

INCOME TAX EXPENSE

Income tax expense decreased by $572,000, or 3601$4,011,000 for the year ended September 30, #0fn $1,583,000 for the same
period in 2000. The decrease in income tax expeferts the decrease in the level of taxable ircbetween the comparable periods. In
addition, income tax expense was reduced for thieghended September 30, 2001 due to the favorabtdution of a tax contingency in the
net amount of $139,000.

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

As stated above, the Company derives its inconmagrify from the excess of interest collected oveeliest paid. The rates of interest the
Company earns on assets and pays on liabilitiesrgy are established contractually for a peribtime. Market interest rates change over
time. Accordingly, the Company's results of openadi like those of many financial institution holdicompanies and financial institutions,
are impacted by changes in interest rates andhtbeest rate sensitivity of its assets and lidgbsit The risk associated with changes in interest
rates and the Company's ability to adapt to theaeges is known as interest rate risk and is threg@ay's only significant market risk as
defined in rules adopted by the Securities and &xgh Commission.

QUANTITATIVE ASPECTS OF MARKET RISK

In an attempt to manage the Company's exposuieatages in interest rates and comply with appliceddeilations, we monitor the
Company's interest rate risk. In monitoring intérase risk, we analyze and manage assets antitiesbbased on their payment streams and
interest rates, the timing of their maturities, dimeir sensitivity to actual or potential changesnarket interest rates.

An asset or liability is interest rate sensitivehin a specific time period if it will mature orpgce within that time period. If the Company's
assets mature or reprice more rapidly or to a greattent than its liabilities, then net portfolialue and net interest income would tend to
increase during periods of rising rates and deerdasing periods of falling interest rates. Conedrsif the Company's assets mature or

periods of rising interest rates and increase duperiods of falling interest rates.

The Company currently focuses lending efforts taln@niginating and purchasing competitively priceljuatable-rate and fixed-rate loan
products with short to intermediate terms to magugenerally 15 years or less. This allows the @any to maintain a portfolio of loans that
will be relatively sensitive to changes in the levkinterest rates while providing a reasonablesag to the cost of liabilities used to fund the
loans.

The Company's primary objective for its investmeumitfolio is to provide the liquidity necessaryneet the funding needs of the loan
portfolio. The investment portfolio is also usedtie ongoing management of changes to the Compassed/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 needyfadlty, desire to achieve a proper balance betwa@mizing risk while maximizing
yield, the need to provide collateral for borronsngnd to fulfill the Company's asset/liability nagement goals

The Company's cost of funds responds to changeseirest rates due to the relatively short-ternureadf its deposit portfolio. Consequently,
the results of operations are generally influenmgthe level of short-term interest rates. The Canypoffers a range of maturities on its
deposit products at competitive rates and monttesnaturities on an ongoing basis.

The Company emphasizes and promotes its savinggymoarket, demand and NOW accounts and, subjecatket conditions, certificates
of deposit with maturities of six months througbefiyears, principally in its primary market areaeTsavings and NOW accounts tend to be
less susceptible to rapid changes in interest.t
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In managing its asset/liability mix, the Companiytimes, depending on the relationship between-lang short-term interest rates, market
conditions, and consumer preference, may place wbategreater emphasis on maximizing its net intaresgin than on strictly matching t
interest rate sensitivity of its assets and lieib8i. Management believes the increased net in¢batenay result from an acceptable mismatch
in the actual maturity or repricing of its assed diability portfolios can, during periods of daulng or stable interest rates, provide sufficient
returns to justify the increased exposure to sudsehunexpected increases in interest rates thatesalt from such a mismatch. The
Company has established limits, which may changm fime to time, on the level of acceptable interaete risk. There can be no assurance,
however, that in the event of an adverse changdenest rates, the Company's efforts to limitiese rate risk will be successful.

NET PORTFOLIO VALUE

The Company uses a net portfolio value ("NPV") apph 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 cagb filom liabilities, as well as cash
flows from off-balancesheet contracts. Management of the Company's amseigabilities is performed within the contexttbé marketplace
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, 2002 and 2084 ,analysis of the Company's interest rateatsskieasured by changes in NPV for an
instantaneous and sustained parallel shift in thlkel gurve, in 100 basis point increments, up andrd200 basis points. As illustrated in the
table, the Company's NPV at September 30, 200Saptember 30, 2001 was more sensitive to decliniegest rates than to increasing
interest rates. This reflects management's effomadintain the Company's interest rate sensitiaitjght of the significant decline in interest
rates during the periods. With interest rates stbhically low levels, management believes thetless risk from interest rates declining
substantially from current levels than from thegodial increase in interest rates. The Companyisithéty to declining interest rates
exceeded the established limits at September 32 a06d September 30, 2001; however, the Board @erssthis to be acceptable given the
interest rate environment.

Certain shortcomings are inherent in the methaghalysis presented in the table. For example, afth@ertain assets and liabilities may t
similar maturities or periods to repricing, theyymaact in different degrees to changes in marketést rates. Also, the interest rates on
certain types of assets and liabilities may flutgéua advance of changes in market interest ratleie interest rates on other types may lag
behind changes in market rates. Additionally, ¢eréassets such as adjustatdée mortgage loans have features that restrictigd®in interes
rates on a short-term basis and over the life ®Bt¥set. 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 incrddseCompany considers all of these factors in tooing its exposure to interest rate risk.

Management reviews the OTS measurements and rglagedeports on NPV and interest rate risk onaatgquly basis. In addition to
monitoring selected measures of NPV, managementadsitors the effects on net interest income tagufrom increases or decreases in
interest rates. This measure is used in conjunetitmnNPV measures to identify excessive interags risk.

ASSET QUALITY

It is management's belief, based on informatiorilabie at fiscal year end, that the Company's curasset quality is satisfactory. At
September 30, 2002, non-performing assets, comgisfinon-accruing loans, accruing loans delinqg@&ndays or more, restructured loans,
foreclosed real estate, and repossessed consuopariy; totaled $3,836,000, or 0.63% of total assaimpared to $2,567,000, or 0.49% of
total assets, for the fiscal year ended 2001.

Change in Interest Rate  Board Limit At Se ptember 30, 2002 At September 30, 2001
(Basis Points) % Change $ Change % Change $ Change % Change

Dollars In Thousands

+200 bp (40)%  $1,543 4%  $(2,472) (6)%
+100 bp (25) 1,898 5 (698) ()

0 - - - - -

-100 bp (10) (4,362) (12) (4,336) (11)

-200 bp (15) (8,873) (25)  (11,377) (29)
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Non-accruing loans at September 30, 2002 include, amtrays, a commercial real estate loan in the anwiu$417,000 secured by a casi
an agricultural operating loan in the amount of 200 secured by agricultural land, and a commidocisiness loan in the amount of
$181,000 secured by proceeds from the sale of manand residential real estate. Accruing loanmdaknt 90 days or more includes an
agricultural loan in the amount of $804,000 secung@arm machinery, crops and agricultural landrefetosed real estate at September 30,
2002 consists primarily of a nursing home in theamn of $889,000, a condominium project in the amai $296,000, and a car wash
facility in the amount of $125,000.

The Company maintains an allowance for loan lobgeause of the potential that some loans may noepeed in full. (See Note 1 of Notes
Consolidated Financial Statements.) At Septembg2@02, the Company had an allowance for loan fossthe amount of $4,693,000 as
compared to $3,869,000 at September 30, 2001. Mamext's periodic review of the adequacy of thenadluce for loan losses is based on
various subjective and objective factors including Company's past loss experience, known andenhesks in the portfolio, adverse
situations that may affect the borrower's abildyapay, the estimated value of any underlyingatetkl, and current economic conditions.
While management may allocate portions of the alose for specifically identified problem loan siioas, the majority of the allowance is
based on judgmental factors related to the ovkraf portfolio and is available for any loan chadjts that may occur.

In determining the allowance for loan losses, thenfany specifically identifies loans that it cors&lto have potential collectibility
problems. Based on criteria established by Stateofdfinancial Accounting Standards (SFAS) No. 1sene of these loans are considere
be "impaired" while others are not considered tinip@aired, but possess weaknesses that the Contygdieyes 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, 2002, $304,000 of the allowancéofmn losses was allocated to impaired loans [8#e 4 of Notes to Consolidated
Financial Statements), $1,701,000 was allocatédetatified problem loan situations, and $2,688,08@3 allocated as a reserve against losses
from the overall loan portfolio based on historitls experience and general economic conditionSefitember 30, 2001, $168,000 of the
allowance for loan losses was allocated to impdmeads, $1,048,000 was allocated to identified [@wbloan situations, and $2,653,000 was
allocated as a reserve against losses from thelbl@an portfolio based on historical loss expecie and general economic conditions.

The September 30, 2002 allowance for loan lossesaths allocated to impaired loans was $304,00@;wik 25.6% of impaired loans as of
that date. The September 30, 2001 allowance a#iddatimpaired loans was $168,000, which is 12.4%npaired loans at that date. The
increase in the dollar amount and percentage ddiltbeated allowance is a result of the specifialgsis performed on a loan-by-loan basis as
described above.

The September 30, 2002 allowance allocated to adeatified problem loan situations was $1,701,688@ompared to $1,048,000 at
September 30, 2001, an increase of $653,000. Tnedse in the dollar amount of the allocated altoeas due to a relative increase in
identified problem loan situations between theqmisiand is the result of a specific analysis peréat on a loan-by-loan basis as described
above.

The portion of the September 30, 2002 allowancewiaa not specifically allocated to individual Ieamas $2,688,000 as compared to
$2,653,000 at September 30, 2001, an increase5od®3. The increase primarily reflects a changiéncomposition of the loan portfolio,
which reduced one to four family residential moggdoans and increased commercial and multi-fanedy estate loans.

LIQUIDITY AND SOURCES OF FUNDS

The Company's primary sources of funds are depditsowings, principal and interest payments amfand mortgage-backed securities,
and maturing investment securities. While schedlded repayments and maturing investments ardvekatpredictable, deposit flows and
early loan repayments are influenced by the lef/@iterest rates, general economic conditions, Gmdpetition.

First Federal and Security are required by regutatd maintain sufficient liquidity to assure theafe and sound operation. In the opinion of
management, both First Federal and Security acenmpliance with this requirement.

Liquidity management is both a daily and long-téamction of the Company's management strategy.ddrepany adjusts its investments in
liquid assets based upon management's assessn{gredqfected loan demand, (ii) the projected ality of purchased loan products, (iii)
expected deposit flows,

(iv) yields available on interest-bearing deposits] (v) the objectives of its asset/liability mgement program. Excess liquidity is generally
invested in interest-earning overnight deposits athér short-term government agency obligationthdfCompany requires funds beyond its
ability to generate them internally, it has additbborrowing capacit
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with the Federal Home Loan Bank of Des Moines aal dollateral eligible for use with reverse repasghagreements.

The primary investing activities of the Company #e origination and purchase of loans and thelase of securities. During the years
ended September 30, 2002, 2001 and 2000, the Conapiginated loans totaling $299.9 million, $15%élion and $104.3 million,
respectively. Purchases of loans totaled $27.1anjl$32.8 million and $55.6 million during the ys&nded September 30, 2002, 2001 and
2000, respectively. During the years ended SepteBhe2002, 2001 and 2000, the Company purchasetage-backed securities and other
securities available for sale in the amount of $33billion, $22.9 million and $515,000, respectjuel

At September 30, 2002, the Company had outstar@ingnitments to originate and purchase loans of@8bllion. (See Note 14 of Notes to
Consolidated Financial Statements.) Certificatedepfosit scheduled to mature in one year or less Beptember 30, 2002 total $164.0
million. Based on its historical experience, mamaget believes that a significant portion of sucphasits will remain with the Company,
however, there can be no assurance that the Congaametain all such deposits. Management belithatdoan repayment and other sources
of funds will be adequate to meet the Company&sieeable short- and long-term liquidity needs.

During July 2001, the Company's trust subsidiamgtiMidwest Financial Capital Trust I, sold $10llioh in floating rate cumulative
preferred securities. Proceeds from the sale we#d to purchase subordinated debentures of Fidbivé&it, which mature in the year 2031,
and are redeemable at any time after five years.Qdmpany used the proceeds for general corpouap@ges.

During fiscal year 2002, the Company initiated ¢omsion of a new office facility in Urbandale, lawConstruction was completed in
October 2002 and the facility opened as a branfiteah November 2002. The source of funds for tapmprovements of this type is from
the normal operations of the Company.

On September 20, 1993, the Bank converted fronderély chartered mutual savings and loan associati a federally chartered stock
savings bank. At that time, a liquidation accouasvestablished for the benefit of eligible accdwitiers who continue to maintain their
account with the Bank after the conversion. Theitlgtion account is reduced annually to the exteait eligible account holders have redu
their qualifying deposits. At September 30, 2002, liquidation account approximated $2.6 million.

The Company, First Federal and Security are in diamge with their capital requirements and are @ered "well capitalized" under current
regulatory guidelines. (See Note 13 of Notes togobdated Financial Statements.)

IMPACT OF INFLATION AND CHANGING PRICES

The Consolidated Financial Statements and Notesttheresented herein have been prepared in acw®aéth generally accepted
accounting principles, which require the measurdrog&financial position and operating results imis of historical dollars without
considering the change in the relative purchasowegr of money over time due to inflation. The prignampact of inflation is reflected in the
increased cost of the Company's operations. Unfigst industrial companies, virtually all the assetd 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. Interediesado not necessarily move in the same directiotg the same extent, as the prices of goods
and services.

IMPACT OF NEW ACCOUNTING STANDARDS

In April 2002, the Financial Accounting StandardsaBl (FASB) issued SFAS No. 145, which rescindsr@ccounting guidance that
required gains and losses from extinguishment bf ttebe classified as extraordinary items. Assalltegains and losses from extinguishn
of debt should be classified as extraordinary itemly if they meet the criteria in APB Opinion N2D.

The Company has determined that its transfer of B-Htlvances in fiscal 2000, as discussed in Notkw&s not meet the criteria in APB No.
30 for extraordinary reporting. Accordingly, therganet of applicable taxes, of $351,995, which wesviously reported as an extraordinary
item has been reclassified to noninterest incon%560,595 and income tax expense of $208,600, watéffect on net income or earnings
common share.

In October 2002, the FASB issued SFAS No. 147, whiddresses the financial accounting and repoftinthe acquisition of all or part of a
financial institution, except for a transactionveeén two or more mutual enterprises. Transactiomigions for previously recognized
unidentifiable intangible assets are effective atoBer 1, 2002, with earlier application permitt&te carrying amount of an unidentifiable
intangible asset shall continue to be amortizeer &kctober 1, 2002, unless the transaction in wtiiehasset arose was a business
combination. If the transaction that gave riseh tinidentifiable intangible asset was a businesthination, the carrying amount of the asset
shall be reclassified to goodwill as of the latethe date of acquisition or the date SFAS No. W42 applied in its entirety. The Company

no unidentifiable intangible assets recorded &Begftember 30, 2002, and therefore believes SFASMNbhas no effect on the accompany
consolidated financial statemer
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FORWARD-LOOKING STATEMENTS

The Company, and its wholly-owned subsidiariestfiexieral and Security, may from time to time makiten or oral "forward-looking
statements," including statements contained ffiliig)s 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 thede Securities Litigation Reform Act of 1995.

These forward-looking statements include statemaittsrespect to the Company's beliefs, expectatiestimates, and intentions, that are
subject to significant risks and uncertainties, ar@subject to change based on various factarse &b 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 tedihaterially 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 corsloperations; the effects of, and changes in, tradaetary, and fiscal policies and laws,
including interest rate policies of the Federaldétes Board; inflation, interest rate, market, anhetary fluctuations; the timely development
of and acceptance of new products and servicdseoaEbmpany and the perceived overall value of thesgucts and services by users; the
impact of changes in financial services' laws agllations; 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 exclusive. Atdzhal discussion of factors affecting the Comparusiness and prospects is contained in
the Company's periodic filings with the SEC. Thaer@any does not undertake, and expressly disclaiméndent or obligation, to update any
forwarc-looking statement, whether written or oral, thatyrba made from time to time by or on behalf of @@mpany
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INDEPENDENT AUDITORS REPORT

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 8liases as of September 30, 2002
2001, and the related consolidated statementsofrie, changes in shareholders' equity and casls floweach of the three years in the pe
ended September 30, 2002. These financial statsraemthe responsibility of the Company's managéen@aimr responsibility is to express an
opinion on these financial statements based omodits.

We conducted our audits in accordance with aud&iagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audit to obtain reabtmnassurance about whether the financial statsnaea free of material misstatement. An
audit includes examining, on a test basis, evidsnpporting the amounts and disclosures in then6igh statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well agatirgg the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the consolidated financial stateteeaferred to above present fairly, in all matenégpects, the financial position of First
Midwest Financial, Inc. and Subsidiaries as of 8efiiter 30, 2002 and 2001, and the results of tipeirations and their cash flows for eacl
the three years in the period ended September0B2, 2n conformity with accounting principles gealgr accepted in the United States of
America.

/sl Mcdadrey & Pullen, LLP

Mcd adrey & Pullen, LLP
Des Moines, |owa
Cct ober 24, 2002
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SEPTEMBER 30, 2002 AND 2001

2002 2001
ASSETS
Cash and due from banks $ 1,325,139 1,016,111
Interest-bearing deposits in other financial inst itutions 6,051,295 7,750,194
Total cash and cash equivalents 7,376,434 8,766,305
Securities available for sale 218,247,310 145,374,339
Loans receivable, net of allowance for loan losse s of $4,692,988
in 2002 and $3,868,664 in 2001 343,192,370 333,062,025
Federal Home Loan Bank (FHLB) stock, at cost 6,842,600 6,398,900
Accrued interest receivable 4,320,514 4,750,792
Premises and equipment, net 11,054,243 9,346,788
Foreclosed real estate 1,327,802 940,143
Other assets 15,287,187 14,543,771
Total assets $ 607,648,460 523,183,063
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES
Noninterest-bearing demand deposits $ 11,934,712 7,733,294
Savings, NOW and money market demand deposits 90,413,488 82,916,804
Time certificates of deposit 253,431,553 248,131,780
Total deposits 355,779,753 338,781,878
Advances from FHLB 125,089,999 126,351,761
Securities sold under agreements to repurchase 70,176,228 1,992,720
Company Obligated Mandatorily Redeemable Preferre d Securities of
Subsidiary Trust Holding Solely Subordinated Debentures 10,000,000 10,000,000
Advances from borrowers for taxes and insurance 355,884 446,397
Accrued interest payable 671,033 868,281
Accrued expenses and other liabilities 987,797 1,014,816
Total liabilities 563,060,694 479,455,853
SHAREHOLDERS' EQUITY
Preferred stock, 800,000 shares authorized; none issued - -
Common stock, $.01 par value; 5,200,000 shares au thorized; 2,957,999
shares issued and 2,468,804 shares outstandin g at September 30, 2002;
2,957,999 shares issued and 2,469,727 shares outstanding at
September 30, 2001 29,580 29,580
Additional paid-in capital 20,593,768 20,863,379
Retained earnings - substantially restricted 31,940,648 31,066,643
Accumulated other comprehensive income 494,834 338,427
Unearned Employee Stock Ownership Plan shares (46,142) (180,000)
Treasury stock, 489,195 and 488,272 common shares , at cost,
at September 30, 2002 and 2001, respectively (8,424,922) (8,390,819)
Total shareholders' equity 44,587,766 43,727,210
Total liabilities and shareholders' equity $ 607,648,460 523,183,063

See Notes to Consolidated Financial Statements.
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YEARS ENDED SEPTEMBER 30, 2002, 2001 AND 2000

2002 2001 2000
Interest and dividend income:
Loans receivable, including fees $ 25,935,319 $ 27,951,901 $ 26,613,094
Securities available for sale 9,891,529 10,043,154 11,589,221
Dividends on FHLB stock 228,137 428,472 553,165
36,054,985 38,423,527 38,755,480
Interest expense:
Deposits 13,458,794 17,546,621 15,636,793
FHLB advances and other borrowings 8,275,256 7,843,978 8,941,569
21,734,050 25,390,599 24,578,362
Net interest income 14,320,935 13,032,928 14,177,118
Provision for loan losses 1,090,000 710,000 1,640,000
Net interest income after provision for loan losses 13,230,935 12,322,928 12,537,118
Noninterest income:
Deposit service charges and other fees 1,157,217 1,078,904 965,186
Bank owned life insurance 671,136 105,000 -
Gain (loss) on sales of securities available for sale, net 86,194 (60,275) (1,020,885)
Gain on transfer of FHLB advances - - 560,595
Gain (loss) on sales of foreclosed real estate, net (42,866) 27,017 (12,033)
Brokerage commissions 181,296 96,808 131,801
Other income 106,481 44,745 156,707
2,159,458 1,292,199 781,371
Noninterest expense:
Employee compensation and benefits 7,528,999 6,552,712 5,830,791
Occupancy and equipment expense 2,077,885 1,569,387 1,301,495
Deposit insurance premium 61,508 63,944 89,990
Data processing expense 563,485 457,766 410,645
Other expense 2,036,006 2,051,029 1,775,122
12,267,883 10,694,838 9,408,043
Net income before income tax expense 3,122,510 2,920,289 3,910,446
Income tax expense 965,882 1,010,546 1,582,820
Net income $ 2,156,628 $ 1,909,743 $ 2,327,626
Earnings per common and common equivalent share:
Basic earnings per common share $ 0.88 $ 0.79 $ 0.95
Diluted earnings per common share $ 0.87 $ 0.78 $ 0.93

See Notes to Consolidated Financial Statemen
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDER'S EQUITY

YEARS ENDED SEPTEMBER 30, 2002, 2001 AND 2000

Balance, September 30, 1999
Comprehensive income:

Net income for the year ended
September 30, 2000

Net change in net unrealized gains
and losses on securities available
for sale, net of reclassification
adjustments and tax effects

Total comprehensive income
Purchase of 129,999 common shares
of treasury stock
25,080 common shares committed to be
released under the ESOP
Issuance of 54,500 common shares
from treasury stock due to
exercise of stock options
Cash dividends declared on
common stock ($.52 per share)
Amortization of management
recognition and retention plan
common shares and tax benefits
of restricted stock under the plans

Balance, September 30, 2000

Accumulated
Other
Comprehensive
Retained Income,
Earnings Net of Tax

Additional
mmon Paid-in
tock Capital

29,580 $ 21,305,937 $ 29,352,943 $(2,520,633)

2,327,626 -

(33,258)

103,664 - -

(467,372) - -

(1,276,183) -

33,878 -- --

29,580 $ 20,976,107 $ 30,404,386 $(2,553,891)

Unearned
Employee
Stock
Ownership  Treasury
Plan Shares Stock

(1,478,508)

167,200 -

887,290

$ (8,821,097)

Balance, September 30, 2000
Comprehensive income:
Net income for the year
ended September 30, 2001
Net change in net unrealized gains

and losses on securities available
for sale, net of reclassification
adjustments and tax effects

Total comprehensive income

Purchase of 1,847 common shares
of treasury stock

Purchase of 30,000 common shares
for ESOP

15,000 common shares committed
to be released under the ESOP

Issuance of 40,000 common shares
from treasury stock due to exercise
of stock options

Tax benefit from exercise of stock options

Cash dividends declared on common
stock ($.52 per share)

Balance, September 30, 2001

29,580 $ 20,976,107 $ 30,404,386 $(2,553,891)

1,909,743 -

2,892,318

(5,340) - -

(181,388) - -
74,000 - -

(1,247,486) -

29,580 $ 20,863,379 $31,066,643 $ 338,427

@
'

- $(8,821,097)

—- Q@n777)
(360,000) -

180,000 -

$ (180,000) $ (8,390,819)

YEARS ENDED SEPTEMBER 30, 2002, 2001 AND 2000

Share

Balance, September 30, 1999

$39
Comprehensive income:
Net income for the year ended
September 30, 2000
Net change in net unrealized gains
and losses on securities available
for sale, net of reclassification
adjustments and tax effects
Total comprehensive income
Purchase of 129,999 common shares
of treasury stock 1
25,080 common shares committed to be
released under the ESOP
Issuance of 54,500 common shares
from treasury stock due to
exercise of stock options
Cash dividends declared on

Total
holders'
Equity

,770,748

,327,626

(33,258)
294,368
,478,508)

270,864

419,918



common stock ($.52 per share) 1 ,276,183)
Amortization of management
recognition and retention plan
common shares and tax benefits
of restricted stock under the plans 33,878
Balance, September 30, 2000 $40 ,035,085
Balance, September 30, 2000 $40 ,035,085
Comprehensive income:
Net income for the year
ended September 30, 2001 1 ,909,743
Net change in net unrealized gains
and losses on securities available
for sale, net of reclassification
adjustments and tax effects 2 ,892,318
Total comprehensive income 4 ,802,061
Purchase of 1,847 common shares
of treasury stock (27,777)
Purchase of 30,000 common shares
for ESOP (360,000)
15,000 common shares committed
to be released under the ESOP 174,660
Issuance of 40,000 common shares
from treasury stock due to exercise
of stock options 266,667
Tax benefit from exercise of stock options 74,000
Cash dividends declared on common
stock ($.52 per share) 1 ,247,486)
Balance, September 30, 2001 $43 , 727,210
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CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDER'S EQUITY, CONT.

YEARS ENDED SEPTEMBER 30, 2002, 2001 AND 2000

Accumulated Unearned
Other Employee
Additional Comprehensive Stock
Common Paid-in Retained Income, Ownership  Treasury
Stock Capital Earnings  Net of Tax Plan Shares Stock
Balance, September 30, 2001 $ 29,580 $20,863,379 $31,066,643 $ 338,427 $ (180,000) $(8,390,819)

Comprehensive income:
Net income for the year ended

September 30, 2002 -- -- 2,156,628 -- -- --
Net change in net unrealized gains

and losses on securities available

for sale, net of reclassification

adjustments and tax effects - - - 156,407 - -
Total comprehensive income
Purchase of 62,447 common shares

of treasury stock - - - - - (843,327)
Purchase of 10,238 common shares

for ESOP - - - - (145,892) -
22,000 common shares committed

to be released under the ESOP -- 24,718 -- -- 279,750 --

Issuance of 61,524 common shares from
treasury stock due to exercise

of stock options -~ (369,364) -- -- -- 809,224
Tax benefit from exercise of stock options -- 75,035 -- -- -- --
Cash dividends declared on common

stock ($.52 per share) - - (1,282,623) - - -
Balance, September 30, 2002 $ 29,580 $20,593,768 $31,940,648 $ 494,834 $ (46,142) $(8,424,922)

YEARS ENDED SEPTEMBER 30, 2002, 2001 AND 2000

Total

Shareh olders'

Equity

Balance, September 30, 2001 $43,7 27,210

Comprehensive income:
Net income for the year ended
September 30, 2002 2,1 56,628
Net change in net unrealized gains
and losses on securities available
for sale, net of reclassification

adjustments and tax effects 1 56,407
Total comprehensive income 2,3 13,035
Purchase of 62,447 common shares

of treasury stock (8 43,327)
Purchase of 10,238 common shares

for ESOP 1 45,892)
22,000 common shares committed

to be released under the ESOP 3 04,468

Issuance of 61,524 common shares from
treasury stock due to exercise

of stock options 4 39,860
Tax benefit from exercise of stock options 75,035
Cash dividends declared on common

stock ($.52 per share) 1,2 82,623)
Balance, September 30, 2002 $44,5 87,766

See Notes to Consolidated Financial Statemer
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CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED SEPTEMBER 30, 2002, 2001 AND 2000

2002 20 01 2000

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 2,156,628 $ 1,90 9,743 $ 2,327,626
Adjustments to reconcile net income to
net cash provided by operating activities:

Depreciation, amortization and accretion, net 2,186,335 84 9,695 1,522,239
Provision for loan losses 1,090,000 71 0,000 1,640,000
Gain on transfer of FHLB advances - - (560,595)
(Gain) loss on sales of securities available for sale, net (86,194) 6 0,275 1,020,885
Proceeds from the sales of loans held for sal e 21,486,387 14,08 4,818 1,435,581
Originations of loans held for sale (21,486,387) (14,08 4,818) (1,435,581)
(Gain) loss on sales of foreclosed real estat e, net 42,866 2 7,017) 12,033
Net change in:
Accrued interest receivable 430,278 46 6,137 (170,695)
Other assets (836,105) 8 8,031 (505,918)
Accrued interest payable (197,248) (13 8,060) 130,976
Accrued expenses and other liabilities 48,015 (42 5,537) 445,250
Net cash provided by operating acti vities 4,834,575 3,49 3,267 5,861,801

CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of securities available for sale (135,493,814) (22,88 6,271) (515,000)
Proceeds from sales of securities available for sale 7,464,706 79 5,000 20,275,060
Proceeds from maturities and principal repayment s

of securities available for sale 54,277,854 28,67 0,713 9,822,708
Loans purchased (27,104,383) (32,75 4,225) (55,565,541)
Net change in loans 15,147,415 22,83 0,506 31,437,629
Proceeds from sales of foreclosed real estate 317,000 52 1,074 498,316
Purchase of FHLB stock (443,700) 7 1,300) (201,800)
Proceeds from redemption of FHLB stock -- 2,00 0,000 -
Purchase of other investment -- (10,00 0,000) -
Purchase of premises and equipment (2,532,542) (3,91 4,687)  (1,770,906)

Net cash provided by (used in) investing ac tivities (88,367,464) (14,80 9,190) 3,980,466

CASH FLOWS FROM FINANCING ACTIVITIES

Net change in noninterest-bearing demand, saving s,
NOW and money market demand deposits 11,698,102 12,10 0,577 (2,134,430)
Net change in time deposits 5,299,773 8,02 7,580 16,008,230
Proceeds from advances from FHLB 275,520,000 133,26 5,000 789,920,595
Repayments of advances from FHLB (276,781,762) (146,65 1,690) (810,969,620)
Net change in securities sold under agreements t o repurchase 68,183,508 (2,26 2,245) 1,234,014
Proceeds from issuance of Company Obligated Mand atorily Redeemable
Preferred Securities of Subsidiary Trust Hold ing Solely Subordinated
Debentures -- 10,00 0,000 -
Net change in advances from borrowers for taxes and insurance (90,513) @ 5,117) 38,921
Debt issuance costs incurred - (30 5,812) -
Cash dividends paid (1,282,623) (1,24 7,486)  (1,276,183)
Proceeds from exercise of stock options 439,860 26 6,667 363,335
Purchase of treasury stock (843,327) 1 7,777)  (1,478,509)
Net cash provided by (used in) financing ac tivities 82,143,018 13,15 9,697 (8,293,647)
Net change in cash and cash equivalents (1,389,871) 1,84 3,774 1,548,620
CASH AND CASH EQUIVALENTS
Beginning of year 8,766,305 6,92 2,531 5,373,911
End of year $ 7,376,434 $ 8,76 6,305 $ 6,922,531

SUPPLEMENTAL DISCLOSURE OF CASH FLOW

INFORMATION

Cash paid during the year for:
Interest $ 21,931,298 $ 25,52 8,659 $ 24,447,386
Income taxes 889,568 92 6,543 2,038,500

SUPPLEMENTAL SCHEDULE OF NONCASH
INVESTING ACTIVITIES
Loans transferred to foreclosed real estate $ 747525 $ 98 9,067 $ 812,581

See Notes to Consolidated Financial Statements.



First Midwest Financial, Inc. and Subsidiaries 28
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include tw@ants of First Midwest Financial, Inc. (the Comyg a bank holding company located in
Storm Lake, lowa, and its wholly-owned subsidiaridsch include First Federal Savings Bank of thelWést (the Bank or First Federal), a
federally chartered savings bank whose primarylegguis the Office of Thrift Supervision, SecurByate Bank (Security), a state chartered
commercial bank whose primary regulator is the FadReserve, First Services Financial Limited amdd&ings Service Corporation, which
offer brokerage services and non-insured investipeducts, First Services Trust Company, whichrsffarious trust services, and First
Midwest Financial Capital Trust I, which was capitad in July 2001, for the purpose of issuing Camp Obligated Mandatorily Redeema
Preferred Securities. All significant intercompdralances and transactions have been eliminated.

NATURE OF BUSINESS, CONCENTRATION OF CREDIT RISK
AND INDUSTRY SEGMENT INFORMATION

The primary source of income for the Company isphechase or origination of consumer, commercigticaltural, commercial real estate,
and residential real estate loans. See Note 4 discaussion of concentrations of credit risk. Thwrpany accepts deposits from customers in
the normal course of business primarily in northveesl central lowa and eastern South Dakota. Thepaay operates primarily in the
banking industry which accounts for more than 9G%sarevenues, operating income and assets. Wél€€ompany's management monitors
the revenue streams of the various Company productservices, operations are managed and fingraitdrmance is evaluated on a
Company-wide basis. Accordingly, all of the Comparanking operations are considered by manageiméet aggregated in one reportable
operating segment.

Assets held in trust or fiduciary capacity are asgets of the Company and, accordingly, are natded in the accompanying consolidated
financial statements. At September 30, 2002 and 200st assets totaled approximately $13,842,0@0$4.3,213,000, respectively.

USE OF ESTIMATES IN PREPARING FINANCIAL STATEMENTS

The preparation of financial statements requiresagament to make estimates and assumptions tleat &fe reported amounts of assets,
liabilities and disclosure of contingent assets laatullities at the date of the financial statenseamd 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 maragemtinely and it is reasonably possible thatwrnstances that exist at September
30, 2002, may change in the near-term future aatithte effect could be material to the consolidditzghcial statements.

CASH AND CASH EQUIVALENTS

For purposes of reporting cash flows, cash and egalvalents is defined to include the Companysh@an hand and due from financial
institutions and short-term interest-bearing detsaai other financial institutions. The Companya#p net cash flows for customer loan
transactions, deposit transactions, longer terarést-bearing deposits in other financial institngi, and short-term borrowings with
maturities of 90 days or less.

SECURITIES

The Company classifies all securities as availfdsale. Available for sale securities are théeeG@ompany may decide to sell if needed for
liquidity, asset-liability management or other i@as Available for sale securities are reportefdiatvalue, with net unrealized gains and
losses reported as other comprehensive incomessialad as a separate component of shareholdeity, @t of tax.

Gains and losses on the sale of securities arentieted using the specific identification methoddxhen amortized cost and are reflected in
results of operations at the time of sale. Intesest dividend income, adjusted by amortizationwthase premium or discount over the
estimated life of the security using the level giglethod, is included in income as earned.

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 recognizedatuation allowance by charges to inco



LOANS RECEIVABLE

Loans receivable that management has the intenalitity 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 oogtsiginated loans.

Premiums or discounts on purchased loans are amditio income using the level yield method overr#eaining period to contractual
maturity, adjusted for anticipated prepayments.

Interest income on loans is accrued over the tdriheoloans based upon the amount of principaltanting excep
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when serious doubt exists as to the collectibditya loan, in which case the accrual of intereslissontinued. Interest income is subsequently
recognized only to the extent that cash paymeetsemeived until, in management's judgment, theolw@r has the ability to make contract
interest and principal payments, in which casddha is returned to accrual status.

LOAN ORIGINATION FEES, COMMITMENT FEES,
AND RELATED COSTS

Loan fees and certain direct loan origination cas¢sdeferred, and the net fee or cost is recodrdgean adjustment to interest income using
the interest method.

ALLOWANCE FOR LOAN LOSSES

Because some loans may not be repaid in full, lawahce for loan losses is recorded. The allowdocian 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. Managempatisdic evaluation of the adequacy of the allogeais based on the Company's past loan
loss experience, known and inherent risks in thé&fgm, adverse situations that may affect therbaer's ability to repay, the estimated value
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

Loans are considered impaired if full principalimierest payments are not anticipated in accordaiittethe contractual loan terms. Impaired
loans are carried at the present value of expduatack cash flows discounted at the loan's effecimterest rate or at the fair value of the
collateral if the loan is collateral dependent. @tjpn of the allowance for loan losses is allodateimpaired loans if the value of such loans
is deemed to be less than the unpaid balanceedgthllocations cause the allowance for loan ladssesjuire an increase, such increase is
reported as a component of the provision for lamsés.

Smaller-balance homogeneous loans are evaluatéthpairment in total. Such loans include residérfitiat mortgage loans secured by one-
to-four family residences, residential constructioains, and automobile, manufactured homes, homiéyeand second mortgage loans.
Commercial and agricultural loans and mortgagedaamtured by other properties are evaluated ingliigl for impairment. When analysis
borrower operating results and financial condiiiogicates that underlying cash flows of the borrdsvbusiness 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, arrged 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 los&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, €ires and equipment are carried at cost, less adatedulepreciation and amortization
computed principally by using the straidime method over the estimated useful lives ofabkgets ranging from 3 to 40 years. These asse
reviewed for impairment under Statement of Findn&@ounting Standards (SFAS) No. 144 when eveardgate the carrying amount may
not be recoverable.

EMPLOYEE STOCK OWNERSHIP PLAN

The Company accounts for its employee stock owiepdan (ESOP) in accordance with AICPA StatemdriRasition (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. Compensatiorerge is recorded based on the market price ohidres 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 redueetieed interest and principal amount of the ES@Rn payable to the Compal



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 isatisd in Note 14



First Midwest Financial, Inc. and Subsidiaries 30
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

INTANGIBLE ASSETS

On October 1, 2001, the Company elected early amtopf Statement of Financial Accounting Standads 141, Business Combinations,
and No. 142, Goodwill and Other Intangible Ass&BAS 141 and 142). SFAS 141 addresses financiabiatiog and reporting for business
combinations and replaces APB Opinion No. 16, BessnrCombinations (APB 16). SFAS 141 no longer alltve pooling of interests mett
of accounting for acquisitions, provides new regtign criteria for intangible assets and carriesviard without reconsideration the guidance
in APB 16 related to the application of the purehasethod of accounting. SFAS 142 addresses fineamiaunting and reporting for acqui
goodwill and other intangible assets and repladeB ®pinion No. 17, Intangible Assets. SFAS 142 adsles how intangible assets shouls
accounted for upon their acquisition and after thaye been initially recognized in the financiatetents. The new standards provide
specific guidance on measuring goodwill for impaémhannually using a two-step process. The fiegi glentifies potential impairment and
the second step measures the amount of goodwidinmgnt loss to be recognized.

As of October 1, 2001, the Company has undertakéentify those intangible assets that remain dpp@ under the provisions of the new
standard and those that are to be included in giblamivd has concluded that all amounts should b&ided in goodwill. In the year of
adoption, SFAS 142 requires the first step of thedyvill impairment test to be completed within fivet six months and the final step to be
completed within 12 months of adoption. The Complaay completed the goodwill impairment test anddeermined that there has been no
impairment of goodwill.

Had the provisions of SFAS 141 and 142 been appliédcal years 2001 and 2000, the Company'snuaime and net income per share
would have been as follows:

Year Ended September 30, 2001 Year Ended Septem ber 30, 2000

Basic Diluted Basic Diluted

Net Earnings Earnings Net  Earnings Earnings

Income Per Share Per Share Income  Per Share Per Share

Net income:

As reported $1,909,743 $ 079 $ 0.78 $2,327,626 $ 0.95 $ 0.93
Add: Goodwill amortization 364,932 0.15 0.15 364,932 0.15 0.15
Pro forma net income $2,274,675 $ 094 $ 093 $2,692,558 $ 1.10 $ 1.08

As of September 30, 2002 and 2001, the Companyritadgible assets of $3,403,019, all of which hesrbdetermined to be goodwill. There
was no goodwill impairment loss or amortizatioratetl to goodwill during the year ended SeptembeG02.

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE

The Company enters into sales of securities urgiereanents to repurchase with primary dealers avijch provide for the repurchase of the
same security. Securities sold under agreememsrahase 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 sechrgties are reflected as a liability. The se@esiunderlying 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 numbeoafroon shares outstanding during
the period. ESOP shares are considered outstafatiegrnings per common share calculations asahegommitted to be released; uneai
ESOP shares are not considered outstanding. Mamagdrecognition and Retention Plan (MRRP) sharesansidered outstanding for be
earnings per common share calculations as theynieeested. Diluted earnings per common share stiewdilutive effect of additional
potential common shares issuable under stock optod nonvested shares issued under managemegnitezoand retention plans.

COMPREHENSIVE INCOME

Comprehensive income consists of net income aret attmprehensive income. Other comprehensive in
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includes the net change in net unrealized gaindassgs on securities available for sale, netdassification adjustments and tax effects,
is also recognized as a separate component oftalidess’ 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. Disclosures of net income amdiegs per share are provided as if the
fair value method of SFAS No. 123 were used foclsfoased compensation.

NEW ACCOUNTING PRONOUNCEMENTS

In April 2002, the Financial Accounting StandardsaBl (FASB) issued SFAS No. 145, which rescindsr@ccounting guidance that
required gains and losses from extinguishment&bf tb be classified as extraordinary items. Assailt, gains and losses from
extinguishments of debt should be classified asaertlinary items only if they meet the criteriadRB Opinion No. 30.

The Company has determined that its transfer of B-Htlvances in fiscal 2000, as discussed in Notkw&s not meet the criteria in APB No.
30 for extraordinary reporting. Accordingly, themganet of applicable taxes, of $351,995, which wesviously reported as an extraordinary
item has been reclassified to noninterest incon®560,595 and income tax expense of $208,600, vataffect on net income or earnings
common share.

In October 2002, the FASB issued SFAS No. 147, whiddressees the financial accounting and repditintpe acquisition of all or part of a
financial institution, except for a transactionveeén two or more mutual enterprises. Transactiomigions for previously recognized
unidentifiable intangible assets are effective atoBer 1, 2002, with earlier application permitt&te carrying amount of an unidentifiable
intangible asset shall continue to be amortizegr &ctober 1, 2002, unless the transaction in wtiiehasset arose was a business
combination. If the transaction that gave riseh tinidentifiable intangible asset was a businesthination, the carrying amount of the asset
shall be reclassified to goodwill as of the latethe date of acquisition or the date SFAS No. W42 applied in its entirety. The Company

no unidentifiable intangible assets recorded &&agtember 30, 2002 and, therefore, believes SFASMNbhas no effect on the
accompanying consolidated financial statements.

RECLASSIFICATION OF CERTAIN ITEMS

Certain items on the consolidated statements aiiecfor the years ended September 30, 2001 and BB08 been reclassified, with no
effect on net income or earnings per common shaige consistent with the classifications adoptedtie year ended September 30, 2002.

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 2001 2000
Basic earnings per common share:
Numerator, net income $ 2,156,628 $ 1,909,743 $ 2,327,626
Denominator, weighted average common shares outs tanding 2,461,402 2,433,453 2,464,829
Less weighted average unallocated ESOP shares (8,294) (13,353) (11,535)
Weighted average common shares outstanding for b asic
earnings per common share 2,453,108 2,420,100 2,453,294
Basic earnings per common share $ 0.88 $ 0.79 $ 095
Diluted earnings per common share:
Numerator, net income $ 2,156,628 $ 1,909,743 $ 2,327,626
Denominator, weighted average common shares
outstanding for basic earnings per common sha re 2,453,108 2,420,100 2,453,294
Add dilutive effects of assumed exercises of sto ck options
and average nonvested MRRP shares, net of tax benefits 31,428 42,973 40,661
Weighted average common and dilutive potential
common shares outstanding 2,484,536 2,463,073 2,493,955

Diluted earnings per common share $ 0.87 $ 0.78 $ 093



Stock options totaling 136,464, 171,416 and 171486es were not considered in computing dilutediegs per common share for the ye
ended September 30, 2002, 2001 and 2000, respgctieeause they were not dilutiy
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NOTE 3. SECURITIES
Year end securities available for sale were asvidl

Gross Gross
Amortized Unrealized Unr ealized Fair
2002 Cost Gains Losses Value
Debt securities:
Trust preferred $ 26,730,670 $ 51,000 $ (2, 653,690) $ 24,127,980
Obligations of states and political subdivisions 725,000 38,978 - 763,978
Mortgage-backed securities 189,343,213 3,131,194 ( 126,217) 192,348,190
216,798,883 3,221,172 (2, 779,907) 217,240,148
Marketable equity securities 661,913 352,254 (7,005) 1,007,162
$ 217,460,796 $ 3,573,426 $ (2, 786,912) $ 218,247,310
Gross Gross
Amortized Unrealized Unr ealized Fair
2001 Cost Gains Losses Value
Debt securities:
Trust preferred $ 27,170,021 $ 22,050 $ (2, 512,211) $ 24,679,860
Obligations of states and political subdivisions 980,029 43,060 - 1,023,089
U.S. Government and federal agencies 4,992,275 88,324 - 5,080,599
Mortgage-backed securities 111,119,632 2,644,002 (1,718) 113,761,916
144,261,957 2,797,436 (2, 513,929) 144,545,464
Marketable equity securities 574,962 312,613 (58,700) 828,875
$144,836,919 $ 3,110,049 $ (2, 572,629)  $ 145,374,339

The amortized cost and fair value of debt securibie 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 mnigies in mortgage-backed securities
because borrowers may have the right to call quayr@bligations with or without call or prepaymeetalties. Therefore these securities are
not included in the maturity categories in thedwling maturity summary.

Amortized Fair
SEPTEMBER 30, 2002 Cost Value
Due in one year or less $ 140,000 $ 144,223
Due after one year through five years 585,000 619,755
Due after five years through ten years -- -
Due after ten years 2 6,730,670 24,127,980
2 7,455,670 24,891,958

Mortgage-backed securities 18 9,343,213 192,348,190

$21 6,798,883 $217,240,148

Activities related to the sale of securities avalgafor sale are summarized below. Included in g{tssses) on sales in 2001 and 2000 are
impairment losses of approximately $5,000 and ¥1812, respectively.

2002 2001 2000
Proceeds from sales $ 7,464,706 $ 795,000 $ 20,275,060
Gross gains on sales 86,194 76,874 -

Gross (losses) on sales -- (137,149) (1,020,885)
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NOTE 4. LOANS RECEIVABLE, NET
Year end loans receivable were as follows:

2002 2001
One to four family residential mortgage loans $ 73,933,828 $ 95,611,927
Construction 25,744,856 21,883,909
Commercial and multi-family real estate loans 1 51,805,753 123,636,351
Agricultural real estate loans 12,066,776 11,729,027
Commercial business loans 42,844,163 36,773,258
Agricultural business loans 25,308,066 25,253,174
Consumer loans 23,592,634 28,169,202
3 55,296,076 343,056,848
Less:
Allowance for loan losses (4,692,988) (3,868,664)
Undistributed portion of loans in process (7,155,273) (5,859,813)
Net deferred loan origination fees (255,445) (266,346)
$3 43,192,370  $ 333,062,025

Activity in the allowance for loan losses for thegys ended September 30 was as follows:

2002 2001 2000
Beginning balance $ 3,868,664 $ 3,589,873  $ 3,092,628
Provision for loan losses 1,090,000 710,000 1,640,000
Recoveries 54,240 51,331 126,887
Charge-offs (319,916) (482,540)  (1,269,642)
Ending balance $ 4,692,988 $ 3,868,664  $ 3,589,873

Virtually all of the Company's originated loans &wdowa and South Dakota-based individuals an@dmiggtions. The Company's purchased
loans totaled approximately $107,279,000 at Septerdd, 2002, and were secured by properties located percentage of total loans, as
follows: 12% in Washington, 2% in North Carolind 2n Minnesota, 2% in lowa, 2% in Wisconsin, 2%alifornia, 3% in South Dakota,
2% in Arizona and the remaining 3% in 6 other staldhe Company's purchased loans totaled approsiyn$i26,660,000 at September 30,
2001, and were secured by properties located pascantage of total loans, as follows: 15% in Wagttn, 3% in North Carolina, 3% in
Minnesota, 3% in lowa, 2% in Wisconsin, 2% in SobD#kota, 2% in Arizona and the remaining 7% in ffeo states.

The Company originates and purchases commerciagstate loans. These loans are considered by reareay to be of somewhat greater
risk of uncollectibility due to the dependency aname production. The Company's commercial reate$vans include approximately
$28,470,000 and $28,141,000 of loans secured [®f paiperties, $27,369,000 and $20,702,000 of Isensred by multi-family properties
and $22,416,000 and $19,953,000 of loans securedsigted living facilities at September 30, 200@ 2001, respectively. The remainder of
the commercial real estate portfolio is diversifidindustry. The Company's policy for requirindlateral and guarantees varies with the
credi-worthiness of each borrowe
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Impaired loans were as follows:

2002 2001
Year-end loans with no allowance for loan losses al located $ - $ --
Year-end loans with allowance for loan losses alloc ated 1,186,739 1,347,574
Amount of the allowance allocated 303,730 167,693
Average of impaired loans during the year 4,676,344 4,770,909
Interest income recognized during impairment - 255,002

Cash interest collected on impaired loans was radérnal during the years ended September 30, 2P, and 2000.
NOTE 5. LOAN SERVICING

Mortgage loans serviced for others are not repagedssets. The unpaid principal balances of tbhass at year end were as follows:

2002 2001
Mortgage loan portfolios serviced for FNMA $ 18 ,164,000 $ 12,058,000
Other 22 ,170,000 20,450,000
$ 40 ,334,000 $ 32,508,000

Custodial escrow balances maintained in conneetitinthe foregoing loan servicing were approxima®168,000 and $11,000 at Septen
30, 2002 and 2001, respectively.

NOTE 6. PREMISES AND EQUIPMENT, NET
Year end premises and equipment were as follows:

200 2 2001
Land $ 2,04 9,135 $ 2,043,370
Buildings 9,53 5,699 7,850,052
Furniture, fixtures and equipment 4,54 5,443 4,448,902
16,13 0,277 14,342,324
Less accumulated depreciation (5,07 6,034) (4,995,536)
$ 11,05 4,243 $ 9,346,788

Depreciation of premises and equipment includestitupancy and equipment expense was approxima@ely, 00, $660,000 and $449,000
for the years ended September 30, 2002, 2001 a0 Pespectively
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NOTE 7. DEPOSITS

Jumbo certificates of deposit in denominations %000 or more were approximately $48,416,000%8%475,000 at year end 2002 and
2001, respectively.

At September 30, 2002, the scheduled maturitieguificates of deposit were as follows for therngeanded September 30:

2003 $163,992,457
2004 39,782,225
2005 24,313,996
2006 7,240,837
2007 17,989,517
Thereafter 112,521

$253,431,553

NOTE 8. ADVANCES FROM FEDERAL HOME LOAN BANK

At September 30, 2002 advances from the FHLB of Memes with fixed rates ranging from 2.08% to P2{weighted-average rate of
5.46%) are required to be repaid in the year en8eygtember 30 as presented below. Advances totdifiy 00,000 contain call features
which allow the FHLB to call for the prepaymenttbé borrowing prior to maturity.

2003 $ 5,205,605
2004 11,735,778
2005 13,884,475
2006 5,601,886
2007 10,188,213
Thereafter 78,474,042

$ 125,089,999

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 interestlirpeoperty now or hereafter owned. However, Firstieral and Security have the right to
use, commingle and dispose of the collateral tteetassigned to the FHLB. Under the agreements, IFéderal and Security must maintain
"eligible collateral" that has a "lending value'l@dst equal to the "required collateral amourit,Asdefined by the agreements.

At year end 2002 and 2001, First Federal and Sgaollectively pledged securities with amortizexbts of $75,975,000 and $67,678,000
fair values of approx- imately $77,641,000 and 828,000 against specific FHLB advances. In addjtipralifying mortgage loans of
approxi- mately $70,258,000 and $85,895,000 wezdged as collateral at year end 2002 and 2001.

During fiscal 2000, the Company recognized a gatialing $560,595 on the transfer of $15,000,0051EB advances. The transfer of FHI
advances was in conjunction with a restructurinthefbalance sheet wherein lower yielding securitiere sold with the proceeds reinvested
in higher yielding loans and used to repay borr@sin

NOTE 9. SECURITIES SOLD UNDER
AGREEMENTS TO REPURCHASE

Year end securities sold under agreements to repsectotaled $70,176,228 and $1,992,720 for 20028801, respectively. An analysis of
securities sold under agreements to repurchasefadlaws:

2002 2001
Highest month-end balance $70,176,22 8 $20,239,242
Average balance 39,288,20 9 6,490,431
Weighted average interest
rate during the period 2.0 1% 4.78%
Weighted average interest
rate at end of period 1.9 0% 4.57%

At year end 2002, securities sold under agreenmtemtpurchase had maturities ranging from 1 to 8ttmowith a weighted average maturity
of 1 month.



The Company pledged securities with amortized aofsépproximately $79,548,000 and $2,084,000 aid/gdues of approximately
$80,950,000 and $2,154,000, respectively, at yed2002 and 2001 as collateral for securities salier agreements to repurchase.

NOTE 10. COMPANY OBLIGATED MANDATORILY REDEEMABLE P REFERRED SECURITIES OF SUBSIDIARY TRUST
HOLDING SOLELY SUBORDINATED DEBENTURES

The Company issued all of the 10,000 authorizedeshaf Company Obligated Mandatorily RedeemableN®pPPreferred Securities of Fil
Midwest Financial Capital Trust | holding solelybsudinated debt securities. Distributions are a&ichi-annually. Cumulative cash
distributions are calculated at a variable rateIBOR (as defined) plus 3.75%, not to exceed 12. 5@ Company may, at one or more tin
defer interest payments on the capital securitiesip to 10 consecutive semi-annual periods, bubagond July 25, 2031. At the end of any
deferral period, all accumulated and unpaid distidns will be paid. The capital securities will iImgleemed on July 25, 2031; however, the
Company has the option to shorten the maturity ttagedate not earlier than July 25, 2006. Thermgd®n price is $1,000 per capital secu
plus any accrued and unpaid distributions to the daredemptior
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plus, if redeemed prior to July 25, 2011, a redéongpremium as defined in the Indenture agreement.

Holders of the capital securities have no votigts, are unsecured and rank junior in prioritpayment to all of the Company's
indebtedness and senior to the Company's commok. sto

The debentures are included on the balance shediaslity.

NOTE 11. EMPLOYEE BENEFITS
EMPLOYEE STOCK OWNERSHIP PLAN (ESOP)

The Company maintains an ESOP for eligible emplsyelgo have 1,000 hours of employment with the Baake worked one year at the
Bank and who have attained age 21. In 1993, theFElS®@rowed $1,534,100 from the Company to purcB&6gl15 shares of the Company's
common stock. Final payment of this loan was remiduring the year ended September 30, 2000. 1h,260 ESOP borrowed $360,000
from the Company to purchase 30,000 shares of ¢timep@ny's common stock. In 2002, the ESOP borrovid® 892 from the Company to
purchase 10,238 shares of the Company's commok Sbares purchased by the ESOP are held in susfamallocation among participants
as the loan is repaid. ESOP expense of $304,468,830 and $270,864 was recorded for the yearsde®dptember 30, 2002, 2001 and
2000, respectively. Contributions of $279,750, $080 and $167,200 were made to the ESOP duringethes ended September 30, 2002,
2001 and 2000, respectively.

Contributions to the ESOP and shares releaseddtmmense in an amount proportional to the repayonfehe 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. Forfeituresemléocated among remaining participating
employees, in the same proportion as contributiBesefits are payable in the form of stock upomtaation of employment. The Compan
contributions to the ESOP are not fixed, so besgfityable under the ESOP cannot be estimated.

For the years ended September 30, 2002, 2001 &%) 20,000, 15,000 and 25,080 shares with an agdeaigvalue of $13.84, $11.64 and
$10.80 per share, respectively, were committeckteeleased. Also for the years ended Septemb&@08@, 2001 and 2000, allocated shares
and total ESOP shares reflect 12,629, 5,514 ar87 5Rares, respectively, withdrawn from the ESOPRdticipants who are no longer with
the Company and 7,760, 9,312 and 7,434 sharegatdsgly, purchased for dividend reinvestment.

Year-end ESOP shares are as follows:

2002 2001 2000
Allocated shares 235,744 218,613 199,815
Unearned shares 3,238 15,000 --
Total ESOP shares 238,982 233,613 199,815
Fair value of unearned shares $ 46,142 $202,500 $

STOCK OPTIONS AND INCENTIVE PLANS

Certain officers and directors of the Company hasen granted options to purchase common stocked€timpany pursuant to stock option
plans.

SFAS No. 123, which became effective for stdidsed compensation during fiscal years beginnitey Biecember 15, 1995, requires profor
disclosures for companies that do not adopt itsviaiue accounting method for stock-based emplepeapensation for awards granted in the
first fiscal year beginning after December 15, 199dcordingly, the following proforma informationgsents net income and earnings per
share had the fair value method been used to neasurpensation cost for stock option plans. Theotse price of options granted is
equivalent to the market value of underlying statkhe grant date. Accordingly, no compensation was actually recognized for stock
options during 2002, 2001 or 2000.

The fair value of options granted during 2002, 2804 2000 is estimated using the following weigkagdrage information: risk-free interest
rate of 3.57%, 4.52% and 5.99%, expected life @fyéars, expected dividends of 3.68%, 3.85% an@b Ber year and expected stock price
volatility of 21.4%, 22.4%, and 22.3% per year pexgively.
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2002 2001 2000
Net income as reported $ 2,156,628 $1,909,743 $ 2,327,626
Proforma net income 2,091,222 1,836,857 2,261,234

Reported earnings per common and
common equivalent share:
Basic $ 0.88 $ 079 $ 095
Diluted 0.87 0.78 0.93

Proforma earnings per common and
common equivalent share:
Basic $ 085 $ 076 $ 092
Diluted 0.84 0.75 0.91

In future years, the proforma effect of not applythis standard is expected to increase as additaptions are granted.

Stock option plans are used to reward directof&sess and employees and provide them with an adit equity interest. Options are issued
for 10 year periods, with 100% vesting generallguwsdng either at grant date or 48 months aftengdate. At September 30, 2002, 41,985
shares were authorized for future grants. Inforamatibout option grants follows:

Weighted-
Number of Average
Optio ns Exercise Price

Outstanding, September 30, 1999 325,4 00 $ 10.85
Granted 29,4 18 9.88
Exercised (54,5 00) 6.67
Forfeited -- --
Outstanding, September 30, 2000 300,3 18 11.51
Granted 31,7 38 13.61
Exercised (40,0 00) 6.67
Forfeited 4,0 00) 13.00
Outstanding, September 30, 2001 288,0 56 12.40
Granted 27,6 41 14.27
Exercised (61,5 24) 7.14
Forfeited 3,0 00) 13.22
Outstanding, September 30, 2002 251,1 73 $ 13.88

The weighted-average fair value per option foramigranted in 2002, 2001 and 2000 was $2.41, $haé31.72. At September 30, 2002,
options outstanding were as follows:

Weig hted-Average
Exercise Weighted-Average Re maining Life Number
Price Exercise Price (Years)  of Options
$6.67 -%$9.99 $ 7.80 3.62 57,116
$10.00 - $14.99 13.68 8.63 81,234
$15.00 - $19.99 16.80 4.43 102,383
$20.00 - $20.13 20.13 5.00 10,440

$ 13.88 5.63 251,173
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Options exercisable at year end are as follows:

Weighted-
Average
Number of Exercise
Options Price
2000 270,443 11.17
2001 270,556 12.38
2002 237,048 13.95

MANAGEMENT RECOGNITION AND RETENTION PLANS

The Company granted 10,424, 7,191 and 106,428§&9®&hich have been forfeited under terms of tla®ue to termination of service)
shares of the Company's common stock on Septerdhd©89, May 23, 1994 and September 20, 1993, césphy, to certain officers of the
Bank pursuant to a management recognition andtreteplan (the Plan). The holders of the restrictetk have all of the rights of a
shareholder, except that they cannot sell, asplgdge or transfer any of the restricted stockrduthe restricted period. The stock granted in
1999 under the Plan vests as follows: 5,212 shersted at the date of grant on September 30, 198% 212 shares vests on September 30,
2000. Previously granted restricted stock vestsrate of 25% on each anniversary of the grant @&ageense of $0, $0 and $33,878 was
recorded for these plans for the years ended ZiP, and 2000.

PROFIT SHARING PLAN

The Company has a profit sharing plan covering tsuibigily all full-time employees. Contribution expse for the years ended September 30,
2002, 2001 and 2000, was $244,927, $315,773 an@, 332, respectively.

NOTE 12. INCOME TAXES

The Company, the Bank and its subsidiaries andrigéile a consolidated federal income tax retoma fiscal year basis. Prior to fiscal year
1997, if certain conditions were met in determiniagable income" on the consolidated federal inctameaeturn, the Bank was allowed a
special bad debt deduction based on a percentag&aifle income (8% for 1996) or on specified eigrare formulas. The Bank used the
percentage of taxable income method for the tax geded September 30, 1996. Tax legislation paissAdgust 1996 now requires the Bank
to deduct a provision for bad debts for tax purgdss#sed on actual loss experience and recaptuextiess bad debt reserve accumulated in
tax years beginning after September 30, 1987. &la¢ed amount of deferred tax liability which mhbstrecaptured is approximately $554,
and is payable over a 6-year period beginning thightax year ending September 30, 1999.

Federal income tax laws provided savings banks adttitional bad debt deductions through Septembgt 387, totaling $6,744,000 for the
Bank. Accounting standards do not require a defaiar liability to be recorded on this amount, whi@bility otherwise would total
approximately $2,300,000 at September 30, 200280d. 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

The provision for income taxes consists of;

2002 2001 2000
Federal:
Current $ 904,539 $1,170,3 02 $ 1,644,698
Deferred (64,787) (105,21 67) (258,085)
839,752 1,065,1 35 1,386,613
State:
Current 153,170 27,7 56) 236,122
Deferred (27,040) (26,8 33) (39,915)
126,130 (54,5 89) 196,207

Income tax expense  $ 965,882 $1,010,5 46 $ 1,582,820
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Total income tax expense differs from the statufederal income tax rate as follows:

2002 2001 2000
Income taxes at 34% federal tax rate $ 1,062,000 $ 993,000 $ 1,330,000
Increase (decrease) resulting from:
State income taxes - net of federal benefit 97,000 113,000 147,000
Nondeductible goodwill - 124,000 124,000
Nontaxable buildup in cash surrender value (217,000) -- -
Resolution of a tax contingency -- (139,000) -
Other, net 23,882 (80,454) (18,180)
Total income tax expense $ 965,882 $ 1,010,546 $ 1,582,820
Year end deferred tax assets and liabilities congis
2002 2001
Deferred tax assets:
Bad debts $ 1,447,000 $ 1,047,000
Other items 54,000 112,000
1,501,000 1,159,000
Deferred tax liabilities:
Federal Home Loan Bank stock dividend (452,000) (452,000)
Accrual to cash basis -- (44,000)
Premises and equipment (204,000) (108,000)
Deferred loan fees (97,000) (77,000)
Net unrealized gains on securities available for sale (291,680) (198,993)
Other (178,173) -
(1,222,853) (879,993)
Net deferred tax assets $ 278,147 $ 279,007

NOTE 13. CAPITAL REQUIREMENTS AND
RESTRICTIONS ON RETAINED EARNINGS

The Company has two primary subsidiaries, FirsefFa@dand Security. First Federal and Security abgest to various regu- latory 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 ade- quaigelines and the regulatory framework
for prompt corrective action, First Federal anduitg must meet specific quantitative capital gliitkes using their assets, liabilities and
certain off-balance-sheet items as calculated uretgriatory accounting practices. The requiremargsalso subject to qualitative judgments
by the regulators about components, risk weightamys other factors.

Quantitative measures established by regulati@nsure capital adequacy require First Federal asdr8y to maintain minimum amounts
and ratios (set forth in the table below) of tatsk-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 défirahagement believes, as of September 30,
2002, that First Federal and Security meet thetalbaiequacy requiremen
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First Federal's and Security's actual capital @odired capital amounts and ratios are presentedvbe

Minimum
Requirement To Be
Minimum Requirement We Il Capitalized Under
For Capital Adequacy Prompt Corrective
Actual Purposes Action Provisions
Amount Ratio  Amount Ratio Amount Ratio
(Dollars in thousands)
AS OF SEPTEMBER 30, 2002:
Total capital (to risk-weighted assets):
First Federal $47,800 12.9% $29,603 8.0% $ 37,004 10.0%
Security 4,773 15.0 2,543 8.0 3,179 10.0
Tier 1 (Core) capital (to risk-weighted assets):
First Federal 43,327 11.7 14,801 4.0 22,202 6.0
Security 4,448 14.0 1,272 4.0 1,907 6.0
Tier 1 (Core) capital (to average total assets):
First Federal 43,327 8.5 20,372 4.0 25,465 5.0
Security 4,448 8.3 2,142 4.0 2,677 5.0
Tier 1 (Core) capital (to total assets),
First Federal 43,327 7.9 21,822 4.0 27,277 5.0
AS OF SEPTEMBER 30, 2001:
Total capital (to risk-weighted assets):
First Federal $44,393 13.8% $25,681 8.0% $ 32,101 10.0%
Security 4,514 15.2 2,380 8.0 2,975 10.0
Tier 1 (Core) capital (to risk-weighted assets):
First Federal 40,832 12.7 12,840 4.0 19,261 6.0
Security 4,179 14.0 1,190 4.0 1,785 6.0
Tier 1 (Core) capital (to average total assets):
First Federal 40,832 8.8 18,565 4.0 23,206 5.0
Security 4,179 9.1 1,837 4.0 2,296 5.0
Tier 1 (Core) capital (to total assets),
First Federal 40,832 8.7 18,828 4.0 23,535 5.0

Regulations limit the amount of dividends and ottegpital distributions that may be paid by a firiahmstitution without prior approval of i
primary regulator. The regulatory restriction iséd on a three-tiered system with the greatesbfléy 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 (legsdividends previously paid) as long as they remaéti-capitalized, as defined in prompt
corrective action regulations, following the progddlistribution. Accordingly, at September 30, 20&@roximately $2,449,000 of First
Federal's retained earnings and $324,000 of Sgaurétained earnings were potentially availabtedistribution to the Compan
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NOTE 14. COMMITMENTS AND CONTINGENCIES

In the normal course of business, the Company'sidialoy banks make various commitments to exterditwhich are not reflected in the
accompanying consolidated financial statements.

At September 30, 2002 and 2001, loan commitmergsoapnated $35,562,000 and $29,650,000, respegtieatluding undisbursed portio
of loans in process. Loan commitments at Septe@®e?002 included commitments to originate fixetkdaans with interest rates ranging
from 4.6% to 10% totaling $13,070,000 and adjustahte loan commitments with interest rates ranfiom 2.1% to 18% totaling
$18,492,000. The Company also had commitmentsrchpse adjustable rate loans of $3,000,000 witrést rates of 6.63% and fixed-rate
loans of $1,000,000 with interest rates of 6.75%an.commitments at September 30, 2001 included ¢omants to originate fixedate loan:
with interest rates ranging from 5.5% to 8.5% fo@7,730,000 and adjustabigte loan commitments with interest rates rangingif5.25%
to 18% totaling $13,070,000. The Company also lexdnaitments to purchase adjustable rate loans A0®700 with interest rates ranging
from 5.5% to 6.5% and fixed-rate loans of $1,750,0h interest rates of 8.45%. Commitments, wtdoh disbursed subject to certain
limitations, extend over various periods of timen@rally, unused commitments are canceled upomagiqui of the commitment term as
outlined in each individual contract.

The exposure to credit loss in the event of nompatance by other parties to financial instrumeatscbmmitments 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 tisedn-balance-sheet instruments.

Since certain commitments to make loans and to fmed of credit and loans in process expire withming used, the amount does not
necessarily represent future cash commitmentsdditian, commitments used to extend credit areegents to lend to a customer as long as
there is no violation of any condition establislirethe contract.

Securities with amortized costs of approximatel§, 81,000 and $14,234,000 and fair values of apprately $28,954,000 and $14,562,000
at September 30, 2002 and 2001, respectively, pledged as collateral for public funds on deposit.

Securities with amortized costs of approximately289,000 and $5,808,000 and fair values of apprateiy $7,568,000 and $6,057,000 at
September 30, 2002 and 2001, respectively, wedgptkas collateral for individual, trust and estposits.

Under employment agreements with certain executfieers, certain events leading to separation ftbenCompany could result in cash
payments totaling approximately $2,417,000 as ptSuber 30, 2002.

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 Compan
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NOTE 15. OTHER COMPREHENSIVE INCOME (LOSS)

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

2002 2001 2000
Net change in net unrealized gains and losses on
securities available for sale:
Unrealized gains (losses) arising during the year $ 335,288 $ 4,546,133 $( 1,075,235)
Reclassification adjustment for (gains) losses incl uded in
net income (86,194) 60,275 1,020,885
Net change in unrealized gains and losses on
securities available for sale 249,094 4,606,408 (54,350)
Tax effects (92,687) (1,714,090) 21,092
Other comprehensive income (loss) $ 156,407 $ 2,892,318 $ (33,258)
NOTE 16. LEASE COMMITMENT
The Company has leased property under various nonca nce- 2003 $ 52, 300
lable operating lease agreements which expire at va rious times 2004 46, 600
through December 2009, and require annual rentals r anging 2005 42, 100
from $6,000 to $41,000 plus the payment of the prop erty 2006 40, 600
taxes, normal maintenance and insurance on the prop erty. 2007 40, 600
Thereafter 91, 350

The total minimum rental commitment at September 30 ,
2002, under the leases is as follows:

$ 313, 550
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NOTE 17. PARENT COMPANY FINANCIAL STATEMENTS

Presented below are condensed financial staterf@rttse parent company, First Midwest Financiat.in

CONDENSED BALANCE SHEETS

SEPTEMBER 30, 2002 AND 2001

2002 2001
ASSETS
Cash and cash equivalents $ 57,651 $ 60,973
Securities available for sale 2,609,357 2,863,251
Investment in subsidiary banks 51,975,306 48,940,931
Loan receivable from ESOP 46,142 180,000
Loan receivable 1,349,543 899,313
Other assets 350,302 827,772
Total assets $ 56,388,301 $ 53,772,240
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES
Loan payable to subsidiary banks $ 1,755,000 $ --
Company Obligated Mandatorily Redeemable Preferred
Securities of Subsidiary Trust Holding Solely
Subordinated Debentures 10,000,000 10,000,000
Accrued expenses and other liabilities 45,535 45,030
Total liabilities 11,800,535 10,045,030
SHAREHOLDERS' EQUITY
Common stock 29,580 29,580
Additional paid-in capital 20,593,768 20,863,379
Retained earnings, substantially restricted 31,940,648 31,066,643
Accumulated other comprehensive income 494,834 338,427
Unearned employee stock ownership plan shares (46,142) (180,000)
Treasury stock, at cost (8,424,922) (8,390,819)
Total shareholders' equity 44,587,766 43,727,210
Total liabilities and shareholders' equity $ 56,388,301 $ 53,772,240
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CONDENSED STATEMENTS OF INCOME
YEARS ENDED SEPTEMBER 30, 2002, 2001 AND 2000

Dividend income from subsidiary banks
Interest income
Gain (loss) on sales of securities available for sa

Interest expense
Operation expenses

Income (loss) before income taxes and equity in
undistributed net income of subsidiaries

Income tax expense (benefit)

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

Equity in undistributed net income
of subsidiary banks

Net income

2002 2001
$ 245000 $1550,000 $
322,345 309,054
le, net 48,064 (60,275)
615,409 1,798,779
682,134 332,250
618,578 550,038
1,300,712 882,288
(685,303) 916,491
(304,000) (247,000)
(381,303) 1,163,491
2,537,931 746,252
$2,156,628  $1,909,743 $

2,525,000
280,351
(37,206)

2,174,259

(142,000)

2,327,626
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CONDENSED STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 30, 2002, 2001 AND 2000
2002 2001 2000

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 2,156,628 $ 1,909,743 $ 2,327,626
Adjustments to reconcile net income to net cash
from operating activities:

Equity in undistributed net income of subsidiary banks (2,537,931) (746,252) (11,367)
Amortization of recognition and retention plan - - 33,878
(Gain) loss on sales of securities available for sale, net (48,064) 60,275 37,206
Change in other assets 436,856 (364,088) (9,817)
Change in accrued expenses and other liabilities 75,539 (61,205) 7,771
Net cash provided by operating activities 83,028 798,473 2,385,297

CASH FLOWS FROM INVESTING ACTIVITIES

Investment in subsidiary (250,000) (7,000,000) -
Repayment of securities 342 3,806 5,409
Purchase of securities available for sale (1,000,000) - (500,000)
Proceeds from sales of securities available for sale 1,410,770 795,000 495,000
Loan to ESOP (145,893) (360,000) -
Loans purchased, net (450,230) (574,134) (325,179)
Repayments on loan receivable from ESOP 279,751 180,000 167,200
Net cash provided by (used in) investment ac tivities (155,260) (6,955,328) (157,570)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of Company Obligated Mand atorily
Redeemable Preferred Securities of Subsidiary Tr ust
Holding Solely Subordinated Debentures - 10,000,000 -
Proceeds from loan payable to subsidiary banks 1,755,000 - -
Repayments on loan payable to subsidiary banks - (2,550,000) (200,000)
Debt issuance costs incurred - 305,812) -
Cash dividends paid (1,282,623) (1,247,486) (1,276,183)
Proceeds from exercise of stock options 439,860 266,667 363,335
Purchase of treasury stock (843,327) (27,777) (1,478,509)
Net cash provided by (used in) financing activit ies 68,910 6,145,592 (2,591,357)
Net change in cash and cash equivalents (3,322) (11,263) (363,630)
CASH AND CASH EQUIVALENTS
Beginning of year 60,973 72,236 435,866
End of year $ 57,651 $ 60,973 $ 72,236

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for interest $ 682,134 $ 332,250 $ 209,447
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The extent to which the Company may pay cash dinddeéo 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 (Unaudit

December 31

Fiscal year 2002:

Total interest income $9,199,285
Total interest expense 5,928,035
Net interest income 3,271,250
Provision for loan losses 299,000
Net income 436,785

Earnings per common and common
equivalent share:
Basic $ 0.18
Diluted 0.18

Fiscal year 2001:

Total interest income $9,882,061
Total interest expense 6,545,052
Net interest income 3,337,009
Provision for loan losses 150,000
Net income 606,306

Earnings per common and common
equivalent share:
Basic $ 0.25
Diluted 0.25

Fiscal year 2000:

Total interest income $9,456,855
Total interest expense 5,911,477
Net interest income 3,545,378
Provision for loan losses 325,000
Net income 764,680

Earnings per common and common
equivalent share:
Basic $ 031
Diluted 0.30
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NOTE 19. FAIR VALUES OF FINANCIAL INSTRUMENTS

ed)

Quarter Ended
March 31 June 30  September 30
$8,760,140  $8,952,869  $9,142,691
5,429,196 5,293,508 5,083,311
3,330,944 3,659,361 4,059,380
136,000 280,000 375,000
448,123 528,458 743,262
$ 018 $ 022 $ 0.30

0.18 0.21 0.30
$9,550,950  $9,487,807  $9,502,709
6,349,019 6,250,738 6,245,790
3,201,931 3,237,069 3,256,919
120,000 200,000 240,000
409,127 456,346 437,964
$ 017 $ 019 $ 0.18

0.17 0.19 0.18
$9,594,633  $9,807,421  $9,896,571
5,991,817 6,264,173 6,410,895
3,602,816 3,543,248 3,485,676
270,000 400,000 645,000
760,747 354,050 448,149
$ 031 $ 015 $ 0.18

0.30 0.14 0.18

SFAS No. 107, Disclosures About Fair Value of Fiziahinstruments, requires that the Company disckxstimated fair value amounts of its
financial instruments. It is management's beliatf the fair values presented below are reasonasiedoon the valuation techniques and data
available to the Company as of September 30, 2662801, as more fully described below. It showddhbted that the operations of the
Company are managed from a going concern basiaatral liquidation basis. As a result, the ultimeaéue realized for the financial
instruments presented could be substantially diffewhen actually recognized over time throughrihienal course of operations.
Additionally, a substantial portion of the Companiyiherent value is the subsidiary banks' capétbn and franchise value. Neither of these

components have been given consideration in treeptation of fair values below.

The following presents the carrying amount andhested fair value of the financial instruments hgydhe Company at September 30, 2002
and 2001. This information is presented solelycfampliance with SFAS No. 107 and is subject to geaover time based on a variety of

factors.

Selected assets

Cash and cash equivalents $
Securities available for sale 21
Loans receivable, net 34

FHLB stock

Accrued interest receivable

Selected liabilities:

2002

Carrying Estimated Carrying

Amount Fair Value Amount
7,376,434 $ 7,376,000 $ 8,766,305
8,247,310 218,247,000 145,374,339
3,192,370 346,728,000 333,062,025
6,842,600 6,843,000 6,398,900
4,320,514 4,321,000 4,750,792

Estimated
Fair Value

$ 8,766,000
145,374,000
335,953,000

6,399,000
4,751,000



Noninterest bearing demand deposits 1 1,934,712) (11,935,000) (7,733,294) (7,733,000)
Savings, NOW and money market

demand deposits 9 0,413,488) (90,413,000) (82,916,804) (82,917,000)
Other time certificates of deposit (25 3,431,553) (257,688,000) (248,131,780) (253,180,000)

Total deposits (35 5,779,753) (360,036,000) (338,781,878) (343,830,000)
Advances from FHLB (12 5,089,999) (138,495,000) (126,351,761) (134,530,000)
Securities sold under agreements

to repurchase 7 0,176,228) (70,180,000) (1,992,720) (2,008,000)

Company Obligated Mandatorily
Redeemable Preferred Securities of
Subsidiary Trust Holding Solely

Subordinated Debentures 1 0,000,000) (10,008,000) (10,000,000) (10,078,000)
Advances from borrowers for taxes

and insurance (355,884) (356,000) (446,397) (446,000)
Accrued interest payable (671,033) (671,000) (868,281) (868,000)

Off-balance-sheet instruments, loan
commitments 3 5,562,000 - 29,650,000 -

The following sets forth the methods and assumptiged in determining the fair value estimatesferCompany's financial instruments at
September 30, 2002 and 20!
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

CASH AND CASH EQUIVALENTS

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

Quoted market prices or dealer quotes were usddtegmine the fair value of securities availablesale.
LOANS RECEIVABLE, NET

The fair value of loans receivable, net was estadty discounting the future cash flows using tineent rates at which similar loans would
be made to borrowers with similar credit ratingd &r similar remaining maturities. When using thgecounting method to determine fair
value, loans were gathered by homogeneous groupssimiilar terms and conditions and discountedtatget rate at which similar loans
would be made to borrowers as of September 30, 2862001. In addition, when computing the estioh&&é value for all loans, allowanc
for loan losses have been subtracted from the leagalifair value for consideration of credit issues

FHLB STOCK

The fair value of such stock approximates book &aince 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 depositgings, NOW and money market demand
deposits, since such deposits are immediately vathable, fair value is determined to approximatedéarrying value (the amount payable on
demand); (ii) for other time certificates of depip#hie fair value has been estimated by discourgkmgcted future cash flows by the current
rates offered as of September 30, 2002 and 200derificates of deposit with similar remaining nmdties. In accordance with SFAS No.
107. no value has been assigned to the Compamgstéom relationships with its deposit customemdo/alue 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 $oditing the expected future cash flows usingetuiinterest rates as of September 30,
2002 and 2001, for advances with similar termsranthining maturities
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE, CHRIBORROWINGS AND COMPANY OBLIGATED
MANDATORILY REDEEMABLE PREFERRED SECURITIES OF SUBSARY TRUST HOLDING SOLELY SUBORDINATED
DEBENTURES

The fair value of securities sold under agreementspurchase, other borrowings and company olgligatandatorily redeemable preferred
securities of subsidiary trust holding solely suioated debentures was estimated by discountingxhected future cash flows using derived
interest rates approximating market as of Septel®®e2002 and 2001, over the contractual matufiguch borrowings.

ADVANCES FROM BORROWERS FOR TAXES AND INSURANCE

The carrying amount of advances from borrowergdres and insurance is assumed to approximataithealue.
ACCRUED INTEREST PAYABLE

The carrying amount of accrued interest payabésssmed to approximate the fair value.

LOAN COMMITMENTS

The commitments to originate and purchase loane texmns that are consistent with current marketgeAccordingly, the Company
estimates that the fair values of these commitmamsot 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 aeesed 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 tGompany's entire holdings of a
particular financial instrument for sale at onedirfrurthermore, since no market exists for ceéithe Company's financial instruments, fair
value estimates may be based on judgments regdiding expected loss experience, current econooriditions, risk characteristics of
various financial instruments, and other factotsege estimates are subjective in nature and inwoieertainties and matters of significant
judgment and therefore cannot be determined witlgla level of precision. Changes in assumptionselsas tax considerations cot
significantly affect the estimates. Accordinglysbd 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 ba
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JAMES S. HAAHR
Chairman of the Board, President and Chief Exeeufifficer for First Midwest Financial, Inc. and §tiFederal Savings Bank of the
Midwest; and Chairman of the Board for Securityt&Bank

E. WAYNE COOLEY
Consultant Emeritus of the lowa Girls' High Schadtletic Union

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

J. TYLER HAAHR

Senior Vice President, Secretary and Chief Opegdlifficer for First Midwest Financial, Inc.; Exettg Vice President, Secretary, and Chief
Operating Officer for First Federal Savings Bankhaf Midwest; Chief Executive Officer of Securittaf Bank;Vice President and Secretary
of First Services Financial Limited; and Presidehfirst Services Trust Company

G. MARK MICKELSON
Vice President of Operations for Blue Dot Servidaes,, a subsidiary of Northwestern Corporation

RODNEY G. MUILENBURG
Dairy Specialist Manager with Purina Mills, Inc.

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

EXECUTIVE OFFICERS

JAMES S. HAAHR
Chairman of the Board, President and Chief Exeeufifficer for First Midwest Financial, Inc. and §tiFederal Savings Bank of the
Midwest; and Chairman of the Board for Securityt&tank

J. TYLER HAAHR

Senior Vice President, Secretary and Chief Opegdiifficer for First Midwest Financial, Inc.; Exettg Vice President, Secretary, and Chief
Operating Officer for First Federal Savings Bankhaf Midwest; Chief Executive Officer of Securittaf Bank;Vice President and Secretary
of First Services Financial Limited; and PresidehFirst Services Trust Company

DONALD J. WINCHELL, CPA
Senior Vice President,Treasurer and Chief Finar@ffiter for First Midwest Financial, Inc. and Rifsederal Savings Bank of the Midwest;
and Secretary for Security State Bank

ELLEN E. MOORE
Vice President of Marketing and Sales for First Widt Financial, Inc. and Senior Vice President aflkéting and Sales for First Federal
Savings Bank of the Midwest

BEN GUENTHER
President for First Federal Storm Lake Division

TIM D. HARVEY
President for Brookings Federal Bank Division

TROY MOORE
President for lowa Savings Bank Division

TONY TRUSSELL
President for First Federal Sioux Falls Division

|. EUGENE RICHARDSON, JR.
President for Security State Bank

SUSAN C. JESSE
Senior Vice President for First Federal Savings Banof the Midwest



BANK DIRECTORS

DIRECTORS OF FIRST 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

DIRECTORS OF SECURITY
STATE BANK

James S. Haahr, Chairman
Jeffrey N. Bump

E. Wayne Cooley
E.Thurman Gaskill

J.Tyler Haahr

G. Mark Mickelson
Rodney G. Muilenburg
Jeanne Partlow

I. Eugene Richardson, Jr.

BROOKINGS FEDERAL BANK
ADVISORY BOARD

Virgil G. Ellerbruch, Chairman
J.Tyler Haahr

Tim D. Harvey

Fred J. Rittershaus

Earl R. Rue
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FIRST FEDERAL SAVINGS BANK OF THE MIDWEST

[PHOTO]
First Federal Storm Lake, Main Office

FIRST FEDERAL
STORM LAKE DIVISION

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

MANSON

Eleventh at Main
P.O. Box 130
Manson, lowa
50563 712.469.3319
712.469.2458 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

[PHOTO]
Brookings Federal Bank, Main Office

BROOKINGS FEDERAL
BANK DIVISION



MAIN OFFICE

600 Main Avenue

P.O. Box 98

Brookings, South Dakota 57006
605.692.2314

800.842.7452

605.692.7059 fax

brookingsfed.com

[PHOTO]

First Federal Sioux Falls, Main Office

FIRST FEDERAL
SIOUX FALLS DIVISION

MAIN OFFICE

2500 South Minnesota Avenue
Sioux Falls, South Dakota 57105
605.977.7500

605.977.7501 fax

firstfedsf.com

[PHOTO]
lowa Savings Bank, Main Office

IOWA SAVINGS BANK
DIVISION

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

iowasavings.com

SECURITY STATE BANK

Security State Bank, Main Office

[PHOTO]



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 50164
641.524.4521

esecuritystate.com

[PHOTO - MAP SOUTH DAKOTA AND IOWA BRANCH LOCATIONS]
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INVESTOR INFORMATION

ANNUAL MEETING OF SHAREHOLDERS

The Annual Meeting of Shareholders will convené:80 pm on Monday, January 27, 2003. 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, addnesgnership 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

Web site: www.rtco.com

FORM 10-K
Copies of the Company's Annual Report on Form 1f0+khe year ended September 30, 2002 (excludihg&g 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
Web site: www.fmficash.com

DIVIDEND AND STOCK MARKET INFORMATION

First Midwest Financial, Inc.'s common stock tradeghe Nasdaqg National Market under the symbolSEA The Wall Street Journal
publishes daily trading information for the stoalder the abbreviation,"FstMidwFnl," in the Natiohdrket Listing. Quarterly dividends for
2001 and 2002 were $0.13. The price range of thenoan stock, as reported on the Nasdaq System, sadl@vs:

FISCAL YEAR 2002 FISCAL YEAR 2001

LOW HIGH LOW HIGH




FIRST QUARTER $12.90 $14.10 $8.81 $11.25

SECOND QUARTER 12.95 14.25 10.81 12.75
THIRD QUARTER 13.44 14.50 11.40 12.75
FOURTH QUARTER 12.90 15.45 12.31 14.25

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

Dividend payment decisions are made with considaeradf a variety of factors including earnings,ditial condition, market considerations,
and regulatory restrictions. Restrictions on dividigpayments are described in Note 14 of the Nat€&ohsolidated Financial Statements

included in this Annual Report.

As of September 30, 2002, First Midwest had 2,488 ghares of common stock outstanding, which wele Iy 259 shareholders of record,
and 251,173 shares subject to outstanding optidres shareholders of record number does not redjgotoximately 447 persons or entities
who hold their stock in nominee or "street" name.

The following securities firms indicated they war@ing as market makers for First Midwest Finandiad. stock as of September 30, 2002:
AnPac Securities Group, Inc.; Cincinnati Stock Eawlpe; First Tennessee Securities; Friedman BillRassey & Co.; Goldman, Sachs &
Co.; Herzog, Heine, Geduld, Inc.; Howe Barnes Itmesits, Inc.; Knight Securities L.P.; Sandler OIN&iPartners; and Spear, Leeds &

Kellogg.



EXHIBIT 21

SUBSIDIARIES OF THE REGIST RANT
Parent Subsidiary Percentage of State of Incorpo ration
Ownership or Organizati on
First Midwest First Federal Savings Bank of 100% Federal
Financial, Inc. the Midwest
First Midwest Financial, Security State Bank 100% lowa
Inc.
First Midwest Financial, First Midwest Financi al Capital 100% Delaware
Inc. Trust |
First Midwest First Services Trust 100% South Dakota
Financial, Inc. Company
First Federal Savings Bank First Services Financ ial Limited 100% lowa
of the Midwest
First Services Financial Brookings Service Cor poration 100% South Dakota

Limited

The financial statements of First Midwest Finandiat. are consolidated with those of its subsida



EXHIBIT 23
CONSENT OF MCGLADREY & PULLEN, LLP

CONSENT OF INDEPENDENT AUDITORS
To the Board of Directors

First Midwest Financial, Inc.

Storm Lake, lowa

We consent to the incorporation by reference infiingt Midwest Financial, Inc. Registration Statermen Form S-8 of First Midwest
Financial, Inc., pertaining to the First Midwesh&incial, Inc. 1995 Stock Option and Incentive Ptdrgur report dated October 24, 2002,
which appears in the annual report on Form 10-Ridt Midwest Financial, Inc. and subsidiariestfoe year ended September 30, 2002.

/sl Mcd adrey & Pullen, LLP

Mcd adrey & Pullen, LLP

Des Moines, |owa
Decenber 27, 2002



Exhibit 99.1
CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10{fost Midwest Financial, Inc. (the "Company") fibre fiscal year ended September 30,
2002 as filed with the Securities and Exchange Cmsion on the date hereof (the "Report"), |, Jafeldaahr, Chief Executive Officer of
the Company, certify, pursuant to section 906 efSlarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exg@Act of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finan@aldition and result of operations of the
Company.

By: /s/ James S. Haahr
Name: Janes S. Haahr

Chi ef Executive O ficer
Decenber 27, 2002



Exhibit 99.2
CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report on Form 10{fost Midwest Financial, Inc. (the "Company") fibre fiscal year ended September 30,
2002 as filed with the Securities and Exchange C@sion on the date hereof (the "Report”), I, DonhlWinchell, Chief Financial Officer
the Company, certify, pursuant to section 906 efSlarbanes-Oxley Act of 2002, that:

(1) the Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exgj@Act of 1934; and

(2) the information contained in the Report faphesents, in all material respects, the finan@aldition and result of operations of the
Company.

By: [/s/ Donald J. Wnchell
Narre: Donal d J. Wnchell
Chi ef Financial Oficer
Decenber 27, 2002

End of Filing
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