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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 SecuritgeSBank, 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 ig¢@ad 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 pedaiverall value of these products
and services by users, including the featuresingriand quality compared to competitors' produots$ services;

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

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 sugbaforlooking 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 areastfederal's lending activities have expandeddlde an increased emphasis on originations
of commercial and multi-family real estate loand anmmercial business loans. The principal businéSecurity has been and continues to
be attracting retail deposits from the general joudrd investing those funds in agricultural resthée and operating loans, commercial and
multi-family real estate loans, one- to fdiamily residential loans and, to a lesser extemtymercial business and consumer loans. The E
also purchase mortgage-backed securities and imvesS. Government and agency obligations andrgibamissible investments. At
September 30, 2003, the Company had total ass&i7@f3 million, deposits of $435.6 million, ancastholders' equity of $43.0 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 whell



owned subsidiary of First Midwest, was establisimeduly 2001 for the purpose of issuing CompanysT Rreferred 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 Lakefhweest lowa (FFSL), , Brookings
Federal Bank (BFB), lowa Savings Bank (ISB), amdtHrederal Savings Bank Sioux Falls (FFSF). FHesteral's headquarters is located on
the corner of Fifth and Erie streets in Storm Ldkeja. FFSL operates a total of six offices in 8tdrake, Lake View, Laurens, Manson,
Odebolt and Sac City, lowa. BFB operates one offid8rookings, South Dakota. ISB operates fouroaf§iin Des Moines, West Des Moines
and Urbandale, lowa. FFSF operates one officeamSkalls with plans to open a second office in4200

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

The Company's primary market area includes the looumties of Adair, Buena Vista, Calhoun, Dallasii®ie, Ida, Pocahontas, Polk and
Sac, and the South Dakota counties of Brookingszdlh and Minnehaha.

lowa ranks sixth lowest nationally in business s¢Eiconomy.com Inc. 2003), among the top ten sfate$echnology sophistication” in K-
12 schools (Market Data Retrieval), third most falade business liability climate in the nation (Hatnteractive Survey, U.S. Chamber of
Commerce, 2003), second "most livable" state im#t@n (Morgan Qullno State Rankings, 2003), aasl low corporate income taxes.

South Dakota ranks first in "entrepreneurial frikmess" (Small Business Survival Foundation, 20683t in students per computer
(Technology Courts 2002), is the second "safesteqBI, 2001), and has no corporate income tassgnal income tax, personal property
tax, business inventory tax, or inheritance tax.

Storm Lake is located in lowa's Buena Vista Cowpggroximately 150 miles northwest of Des Moines 28d miles south of Minneapolis.
Like much of the State of lowa, Storm Lake andgteounding market area are highly dependent ugomifig and agricultural markets.
Major employers in the area include Buena Vistai®&g Medical Center, Tyson-Foods, Bil Mar Fooddmfia, and Buena Vista University,
which currently enrolls 1,257 full-time studentstatStorm Lake campus and employs 81 full-timeufgcmembers.

Brookings is located in east central South Dak@®a®kings County, approximately 50 miles nortlSidux Falls and 200 miles west of
Minneapolis. BFB's market area encompasses appabeiyna 30-mile radius of Brookings. The area isagelly rural, and agriculture is a
significant industry in the community. South Dak&tate University is the largest employer in Brawjd. The University had 10,561 students
enrolled for the 2003 fall term and employs 420-fumhe faculty members. The community also has ssveanufacturing companies,
including 3M, Larson Manufacturing, Daktronics, @i 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 Palktyand surrounding counties. ISB's
main office is located in a high growth area jut-@0 at the intersection of two major streetdirbandale. The West Des Moines office
operates near a high-traffic intersection, acrom® fa major shopping mall. The Ingersoll officédsated near the heart of Des Moines, on a
major thoroughfare, in a densely populated area.Highland Park facility is located in a historickdtrict approximately five minutes north
of downtown Des Moines. The Des Moines metro aseme of the top three insurance centers in thédyweith sixty-seven insurance
company headquarters and over one hundred regimahnce offices. Major employers include Pringipife Insurance Company, Des
Moines Community Schools, Central lowa Hospital gowation, Mercy Hospital Medical Center, Hy-Vee Hdgatores, Inc., Wells Fargo
Home Mortgage Inc., Pioneer Hi Bred Internatiomal. | Bridgestone/Firestone, Communications Dat&i&es Inc., and Meredith
Corporation. Universities and colleges in the anelude Des Moines Area Community College, Drakéversity, Simpson College, Des
Moines University - Osteopathic Medical Center, i@&ta/iew College, AIB College of Business, and Uplmeva University. Unemployment
rate in the Des Moines metro area was 3.2% as twft®c 2003.

Sioux Falls is located at the crossroads of Iniest29 and 90 in southeast South Dakota, 270 solathwest of Minneapolis. The Sioux
Falls market area encompasses Minnehaha and Linoaimties. Sioux Falls ranks third in a nationstl dif top cities to start a company
according to a report by Cognetics, Inc. (Kiplingaport, April 2001). Sioux Falls received an "Asri Zero Population Growth's 2001 Kid-
Friendly Cities Report Card, excelling in healthpfic safety, education, economics, environmerd, @mmunity life; ranking third out of
140 cities. The city was called a "Diamond in thmuBh" as a great smaller market for businessesat@ra move. The magazine cited the
community's growth rates as a hugh opportunityraedgnized the state's friendly tax laws. (Saldda&keting Management April 2002.) T
bank is located at a high-traffic intersection ahihesota and 33rd in the heart of Sioux Falls. 3¢@nd location, expected to open in 2004,
is located at the high-traffic intersection of 12thd EImwood. Major employers in the area inclugei$Valley Hospital, Avera McKennan
Hospital, John Morrell & Company, Gateway, Inc.daty-Vee Food Stores. Sioux Falls is home to AugnstCollege with 2003 fall
enrollment of 1,848 and The University of SiouxIEalith 2003 fall enrollment of 1,485. Unemploymeate in Sioux Falls was 2.6% as of
September 2003.

Security's main office operates in Stuart, whictocated in west-central lowa on the border of Adaid Guthrie counties, approximately 40
miles west of Des Moines. Security's market ardaghly dependent on farming and agriculture. Ldnadinesses include Agri-Drain
Corporation, Cardinal Glass, Rose Acre Farms, Wa@Gsgply and Schafer Systems, Inc. In additiomrgd number of area residents
commute to the Des Moines metro area for workelrent years, efforts of the West Central 1-80 Deeient Corporation have resulted in
significant development of new service-related besses in the area, associated with the westwaahsion of Des Moines and direct
interstate highway access. Seven industrial pafiss i these two counties with rail access regeatlded to the Stuart area. This
development provides economic diversity to Seclgrityarket area.

Several of the Company's market areas are depeadagriculture-related businesses. lowa land wadwe currently near the all-time high of
1981. Agriculture-related businesses in recentsybave performed well due to a relatively stablécatfural environment in the Company's
market area. Generally low commodity prices hawadlehged area farmers over the past few years; henwweommaodity prices have
improved over the past year to help stabilize técaltural economy. Although there has been mitieffect observed to date, an extended
period of low commodity prices could result in dueed demand for goods and services provided bguliyire-related businesses, which
could also affect other businesses in the Compangiket area.



Lending Activities

General. Historically, the Company has originaigdd-rate, one- to four-family mortgage loans.He tarly 1980's, the Company began to
focus on the origination of adjustable-rate moregd\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, hower chntinued to originate fixed-rate residentiattigege loans in response to consumer
demand, although most such loans are sold in tensary market. See "Management's Discussion amdlysis -- Asset/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 commerciadttoction and agriculturally related loans. The @amy originates most of its loans in its
primary market area. More recently, the Companyihe®ased its emphasis, both in absolute doliadsas a percentage of its gross loan
portfolio, on all types of commercial lending. A¢@ember 30, 2003, the Company's net loan portfotaied $349.7 million, or 45.3% 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 ehtie Banks. Loans in excess of certain amourgsire the approval of at least two
committee members who must also be executive offidgy the Bank's Board loan committee or by thekBaBoard of Directors, which has
responsibility for the overall supervision of tleah portfolio. The Company reserves the right szalitinue, adjust or create new lending
programs to respond to its needs and to compefasters.

At September 30, 2003, the Company's largest lgnditationship to a single borrower or group o&tetl borrowers totaled $9.8 million. T
lending relationship has total borrowings outstagdvith the Company of $23.8 million, with $14.0llion sold to other participants. The
Company had twenty-two other lending relationsfiipsxcess of $3.0 million as of September 30, 2018 the average outstanding balance
of such loans totaling approximately $4.4 millidi.September 30, 2003, each of these loans wasrparfg in accordance 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.

Real Estate Loans
One- to four-family ................... $52,
Commercial and multi-family ........... 171,
Agricultural ..........cooeiieinine 11,
Construction or development ........... 19,

Total real estate loans

Other Loans:
Consumer Loans:
Home equity ........ccceevvrenenne. 18,
Automobile .........ccccevvveeeenn. 3,
Other(1)

Total consumer loans .
Agricultural operating ...
Commercial business ...... 59,

Total other loans

Total loans ........c.cccceeueene

Less:
Loans in process
Deferred fees and dis
Allowance for losses

Total loans receivable, net

Real Estate Loans
One- to four-family ................... $105,
Commercial and multi-family ........... 103,
Agricultural ........cccooeiienine 10,
Construction or development

Total real estate loans

Other Loans:
Consumer Loans:
Home equity ...
Automobile ..
Other(1) ....cocoevverenenne 5,

Total consumer loans .
Agricultural operating ...
Commercial business ...... 29,

Total other loans

Total I0ans .........ccccevveene
Less:
Loans in process ..........cccoceeuene 5,
Deferred fees and discounts ...........
Allowance for losses .................. 3,

Total loans receivable, net

(1) Consist generally of various types of secunad ensecured consumer loans.

September 30,

2003
unt Percent Percent
193 14.4% 20.5
791 47.2 42.9
639 3.2 34
435 5.3 7.3
058 70.1 74.1
126 5.0 4.2
271 0.9 0.9
237 14 1.6
634 7.3 6.7
599 6.2 7.1
468 16.4 121
701 29.9 25.9
759 100.0% 100.0
895
210
962
692

September 30,

2000
nt Percent Percent
702 31.6% 34.8
595 31.0 27.1
895 3.3 3.1
301 9.4 9.0
493 75.3 74.0
144 5.4 4.7
596 .8 1.3
743 17 14
483 7.9 7.4
810 8.0 9.2
332 8.8 9.4
625 24.7 26.0
118 100.0% 100.0
424
401
590
703

%  $95612 27.9%

17,458 5.1
4,160 1.2
6,551 1.9
28,169 8.2
25,253 7.4

%

%



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 .........cccocoveeviennns
Commercial and multi-family ....................
Agricultural ..........
Construction or development ....................

Total fixed-rate real estate loans ..........
Consumer ........
Agricultural operating .
Commercial business ...

Total fixed-rate loans ..........c.c.cce..

Adjustable Rate Loans:

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

Total adjustable-rate real estate loans .....
Consumer
Agricultural operating .
Commercial business ...

Total adjustable rate loans .................

Total [0ans .......cccvevvveiveeiieeieen,

Less:
Loans in ProCess .......cccccevveueeenueeenenen
Deferred fees and discounts ..
Allowance for losses

Total loans receivable, net ..................

Fixed Rate Loans

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

Total fixed-rate real estate loans ..........
Consumer
Agricultural operating .
Commercial business ...

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

Adjustable Rate Loans:

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

Total adjustable-rate real estate loans .....

CONSUMET ...t eee e
Agricultural operating ....
Commercial business ...

Total adjustable rate loans .................

Total 10ans .......ccccoeveviiiiiiciin,

Less:
Loans in process
Deferred fees and discounts
Allowance for losses ...........

September 30,
2003 2002
Amount  Percent Amount  Percen
(Dollars in Thousand
$ 36,655 10.1% $ 45,387 12.
95,976 26.4 72,658 20.
5,311 1.5 5,498 1.
11,528 3.1 2,788 0.
149,470 41.1 126,331 35.
17,889 4.9 20,282 5.
5,238 1.4 9,339 2.
27,967 7.7 14,455 4.
200,564 55.1 170,407 48.
15,538 4.3 27,291 7.
75,815 20.8 79,148 22.
6,328 1.7 6,569 1.
7,907 2.2 22,957 6.
105,588 29.0 135,965 38.
8,745 2.4 3,311 0.
17,361 4.8 15,969 4.
31,501 8.7 28,389 8.
163,195 449 183,634 51.
363,759 100.0% 354,041 100
8,895 7,155
210 256
4,962 4,693
$341,937

September 30,

2000

1999

Amount

Percent Amount  Perce

(Dollars in Thousands)

$50,813 15.2%  $52,943 16
35,277 10.6 34,326 10
3,147 .9 5,080 1
4,001 1.2 2,322
93,238 27.9 94,671 29
25,066 7.5 21,803 6
10,396 3.1 14,896 4
14,215 4.3 23,206 7
142,915 42.8 154,576 48
54,889 16.4 57,374 18
68,318 20.5 51,467 16
7,748 2.3 4,794 1
27,300 8.2 26,057 8
158,255 47.4 139,692 44
1,417 4 1,623
16,414 4.9 14,388 4
15,117 4.5 6,736 2
191,203 57.2 162,439 51
334,118 100.0% 317,015 100
5,424 10,494
401 350
3,590 3,093

%  $55,521 16.2%
40,778 11.9
5,605 1.6
5,545 1.6

7 40,091 117
4 82,858 20.5
9 6,124 1.8
5 16,339 4.8
5 145,412 42.4
9 2,335 7
5 17,851 5.2
0 21,787 6.4
9 187,385 54.6
0% 343,056 100.0%

5,859

266
3,869
$333,062

nt
1%
.8
.6
.8
.9
.9
7
.3
.8
A
2
.6
2
A
.5
.5
1
2
0%



Total loans receivable, net .................. ... $324,703 $303,078



The following table illustrates the interest ragmsitivity of the Company's loan portfolio at Sepber 30, 2003. 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 Estate

Weighted
Average
Amount Rate Amo

Due During Years

Ending September 30

2004(2) $91,891 593% $12
2005-2008 103,798 6.28 6
2009 and following 39,934 6.43

Commercial
Business
Weighted
Average
Amount Rate Am

(Dollars in Tho

Due During Years
Ending September 30

2004(2) $35,092 545% $17
2005-2008 22960 551 14
2009 and following 1,416 6.04 4

Agr
Construction Consumer (0]
Weighted Weighted
Average Average
unt Rate Amount Rate Amoun

(Dollars in Thousands)

, 735 6.46% $13,021 578% $17,9

, 116  6.38 10,094  7.33 3,5
584 4.50 3,519 7.56 11
Total

Weighted

Average
ount Rate
usands)

0,728 5.91%
6,470 6.23
6,561 6.48

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

(2) Includes demand loans, loans having no statgdnity and overdraft loans.

8

icultural
perating
Weighted
Average
t Rate

89 6.42%
02 6.18
08 6.48



The total amount of loans due after September @G04 2vhich have predetermined interest rates is $1H8lion, while the total amount of
loans due after such date which have floating @rsadble interest rates is $100.9 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,
2003, the Company's one- to four-family residentiattgage loan portfolio totaled $52.2 million,13t.4% of the Company's total gross loan
portfolio. Approximately 11.0% of the Company's etefour-family mortgage loans or 1.6% of the Ca@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, 2003, the average outstandimgipal balance of a one- to four-
family residential mortgage loan was $54,000.

The Company offers fixed-rate and ARM loans. Dutiimg year ended September 30, 2003, the Compaginated $1.7 million of
adjustable-rate loans and $76.2 million of fixeter@ans secured by one- to four-family residental estate, of which approximately $31.6
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 term&gter than 15 years. 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, 2003, the Company's commerciahault-family real estate loan portfolio totaled@18 million, or 47.2% 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 $26.2 million, $24.5 millicend $24.0 million of such loans during fiscal 200802 and 2001, respectively. At
September 30, 2003, $417,000 or 0.2% of the Comipaoynmercial 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 etyarfi 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, 2003, the Company's largest cogiai@nd multi-family real estate loan was a $7iiom loan secured by residential
housing developments. The Company had eighteen ctimemercial and/or multi-family loans in excesss8f0 million at such date. All of
these loans are currently performing in accordavitte their terms. At September 30, 2003, the avemmgstanding principal balance of a
commercial or multi-family real estate loan heldthg Company was $545,000.

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, 2003, the Company's
construction loan portfolio totaled $19.4 milliaor, 5.3% 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
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value. Residential construction loans are genetadjerwritten pursuant to the same guidelines fmedriginating permanent residential
loans. At September 30, 2003, the Company hadrillién of construction loans to borrowers interglito live in the properties upon
completion of construction.

Generally, construction loans to builders of omefour-family residences require the payment odriest 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 fit@s, 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 2003, the Company had
approximately $18.0 million of loans for the comstion of commercial and multi-family real estatéis amount consisted of three loans
totaling $496,000 for the construction of non-owaecupied single family residences, two loans btoga$2.9 million for the construction of
churches, and nine loans totaling $14.6 milliontfer construction of commercial facilities. All tifese loans were performing in accordance
with their terms at September 30, 2003.

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-valu®saind 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 tany other types of loans. Also, the
funding of loan fees and interest during the cartsion phase makes the monitoring of the progré#iseoproject particularly important, as
customary early warning signals of project diffited 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, 2003, the Company had agricultushlestate loans secured by farmland of
$11.6 million or 3.2% of the Company's gross loartfplio. At the same date, $22.6 million, or 6.2#¢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 one 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 seéldoyeagricultural machinery are
generally originated as fixedte loans with terms of up to seven years. At&aper 30, 2003, the average outstanding princigahice of a
agricultural operating loan held by the Company $4#,000. At September 30, 2003, $291,000, or 1&%e 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 |gsrSeptember 30, 2003, none of the Company's @@l 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, 2003, the Gmyip consumer loan portfolio total
$26.6 million, or 7.3% of its total gross loan folib. Of the consumer loan portfolio at SeptemB@r 2003, 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.
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The Company primarily originates automobile loansadlirect basis, but also originates indirect mutbile 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, 2003, 17,000,
or 0.1%, of the Company's consumer loan portfolés won-performing.

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, 2003, $59.5 million, or ¥6df 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, 2003 was a $7.9 million warehownsedf credit secured primarily by the
assignment of automobile contracts and new and asanobiles. The next largest commercial busifeess outstanding at September 30,
2003 was a $5.8 million loan secured by operatssgt used in the manufacture and sale of comrheigies. The Company had ten other
commercial business loans outstanding in exce$4.6fmillion at September 30, 2003. All of thesarls are currently performing in
accordance with their terms. At September 30, 28@8average outstanding principal balance of anceruial business loan held by the
Company was $142,000.
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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, $126,000 or 0.2% 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, 2003, 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 wahaling $48.1 million at September 30,
2003, of which $26.0 million were sold to FannieeMand $22.1 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 3 0,
2003 2002 2001
(Dollars in Tho usands)
Originations by type:
Adjustable rate:
Real estate - one- to four-family ........... $ 1,748 $ 1,892 $ 1,957
- commercial and multi-family .......... 24,452 23,781 5,691
- agricultural real estate ..... . 5,861 3,807 3,622
Non-real estate - consumer .................. 10,424 3,161 7,288
- commercial business .... 68,088 83,479 31,016
- agricultural operating ............... 25,133 20,036 23,748
Total adjustable-rate .........cccoeeeeeeeee. 135,706 136,156 73,322
Fixed rate:
Real estate - one- to four-family ........... 76,215 49,493 37,116
- commercial and multi-family ... 52,282 50,848 6,504
Non-real estate - consumer ........ 12,578 13,823 17,894
- commercial business .... 33,405 33,277 15,776
- agricultural operating ............... 14,502 16,265 8,980
Total fixed-rate .....cccevvevvveeveceeee. 188,982 163,706 86,270
Total loans originated .........ccooeeeeeeee. Ll 324,688 299,862 159,592
Purchases:
Real estate- one-to-four-family ................... - - 4,735
- commercial and multi-family .......... 26,163 24,542 23,960
Non-real estate - commercial business ............. ... - 2,563 4,514
Total loans .....cccccovvvevvccveeneeee 26,163 27,105 33,209
Total mortgage-backed securities ............ ... 428,753 128,494 22,886
Total purchased .........coovcvcvvveeee 454,916 155,599 56,095
Sales and Repayments:
Sales:
Real estate - one- to four family .............. ... 46,418 21,486 14,085
Non-real estate - commercial business ......... . ... - - -
Total loans .....cccccvvvvevvccveeneeeee 46,418 21,486 14,085
Mortgaged-backed securities ..........cceeeeee. 88,210 -- --
Total sales .ccoovvevvvevieeieeeee 134,628 21,486 14,085
Repayments:
Loan principal repayments .......cccocceeveeeeee .. 294,761 293,241 169,809
Mortgage-backed securities repayments .......... . ... 185,621 48,519 16,447
Total principal repayments ........ccccceeeeeeee. L 480,382 341,760 186,256
Total reductions .......cccccevevvcees 615,010 363,246 200,341
Increase (decrease) in other items, net ........ . ... (7,067) (1,389 ) 4,816
Net increase (decrease) ......cccceeeeeeee. i $ 157,527 $ 90,826 $ 20,162

At September 30, 2003, approximately $76.3 million21.0%, of the Company's gross loan portfolinsisted 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 restihe event of a downturn or
weakening of the local economy in which the Compemyducts its operations. However,
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additional risks are associated with purchasingdasecured by real estate outside of the Compararket area, including the lack of
knowledge of the local real estate market andddiffy in monitoring and inspecting the propertys#ng the loans. The Company does not
record any adjustments to the allowance for loasde as a result of these loan purchases.

The following table provides information regardithg Company's balance of wholly purchased reateekians and real estate loan
participations for each state in which the balaviteuch loans exceeded $1.0 million at Septembg2@03. Not included in the following
table are purchased commercial business loanii@®631,000, approximately 45% of which are lodatethe Company's market area.

One- to four- Commercial and Construction Total Purchased
Family Loans Multi-Family Loans Loans
Nu mber Number N umber Number
[¢] f of of of
Location Balance Lo ans Balance Loans Balance L oans Balance Loans

(Dollars in Thousands)

Arizona ......cccooveevenes $ 34 1 $6,516 2 $ - - $ 6,550 3
California . 1 1 2,667 2 - - 2,668 3
Colorado .. - - 5,105 8 - - 5,105 8
lowa ......... 728 18 5,049 6 - - 5,777 24
Minnesota -- - 4,053 5 - - 4,053 5
Missouri ... . 478 9 3,712 3 - - 4,190 12
Montana ...... - -- 1,491 1 -- -- 1,491 1
North Carolina ............. 2,689 13 -- -- - - 2,689 13
Oregon ............ - -- - -- 2,496 1 2,496 1
South Dakota .. 92 7 3,773 3 - - 3,865 10
Washington ..... . 639 2 24,404 10 3,395 1 28,438 13
Wisconsin ... - - 5,596 4 - - 5,596 4
Other states ............... 1,089 65 1,631 4 - - 2,720 69
Total ..ccoovveeees $5,750 1 16 $63,997 48 $5,891 2 $75,638 166
Percent of loan Portfolio 11.0% 37.3% 30.3% 20.8%

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

When a borrower fails to make a required paymermntahestate secured loans and consumer loanswighdays after the payment is due,
Company generally initiates collection procedurg#railing a delinquency notice. The customer istaoted again, by written notice or
telephone, before the payment is 30 days pastmiliagain before 60 days past due. In most casksgdencies are cured promptly;
however, if a loan has been delinquent for mora 8adays, satisfactory payment arrangements neuatibered to or the Company will
initiate foreclosure or repossession.

Generally, when a loan becomes delinquent 90 dagsoe or when the collection of principal or irgst becomes doubtful, the Company
will place the loan on a non-accrual status and, @&Esult, previously accrued interest income endhn is taken out of current income. The
loan will remain on a non-accrual status until liven becomes current.
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The following table sets forth the Company's loatirdjuencies by type, before allowance for loarséss by amount and by percentage of

type at September 30, 2003.

Number ~ Amoun

Real Estate:
One- to four-family ....... 1 $6
Commercial and multi-
family ..o - -
COoNSUMET .....coveeirieenns 10 11

Agricultural operating ....... - -
Commercial business .

Loans Delinquent For:

ays 60-89 Days
Percent Percent
of of

-

Category Number Amount Category

(Dollars in Thousands)

9  13% 1 $ 27  .05%
1 42 2 14 .05

7 127 - - -

7 26% 3 $ 41 .01%

Delinquencies 90 days and over constituted .28%taf loans and .13% of total assets.
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of
Number Amount Category

1 $ 156 .30%

1 417 .24
2 17 .06
1 291 1.29
3 126 21

8 $1,007 .28%



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,
2003 2002 2001 2000 1999
Non-accruing loans:
One- to four-family .........ccccceveveiiinne . $ 156 $ 51 $ 168 $ 206 $ 613
Commercial and multi-family .................... . 417 417 464 - 1,055
Agricultural real estate ...... . - 41 - 37 70
Consumer .............. 17 -- 33 -- 140
Agricultural operating . . 291 394 569 17 285
Commercial business .........ccccccecveeneen. . 126 408 369 51 75
Total non-accruing loans .................... . 1,007 1,311 1,603 311 2,238
Accruing loans delinquent
90 days O MOre ......ccceueerveenieieninene . -- 819 -- -- --
Total non-performing loans .................. . 1,007 2,130 1,603 311 2,238
Restructured Loans:
CONSUMET ...t . - - 10 - -
Agricultural operating ..........ccccceevnenne . 28 9 14 918 923
Commercial business ..........c.ccccecveeneen. . 31 71 -- 43 53
Total restructured loans .................... . 59 80 24 961 976
Foreclosed assets:
One- to four-family .........ccccccveveiiinne . - - - - 94
Commercial real estate .............cccoceenene . 912 1,310 889 430 -
Consumer .................. . 4 18 51 15 24
Commercial business ...........c.ccceovevennnn . 193 - - - 25
TOtal v . 1,109 1,328 940 445 143
Less: Allowance for 10Sses ...........ccccc... . - - - - -
Total foreclosed assets, net ................ . 1,109 1,328 940 445 143
Total non-performing assets .................... . $2,175 $3,538 $2,567 $1,717 $3,357
Total as a percentage of total assets .......... . .28% .58% 49% .34% .66%

For the year ended September 30, 2003, gross shiecmme which would have been recorded had theagaruing loans been current in
accordance with their original terms amounted toraximately $128,000, of which none was includeéhierest income.

Non-accruing Loans. At September 30, 2003, the Compaay$1.0 million in non-accruing loans, which ditnged .28% 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, 2003, the Company has no accruing lodireydent 90 days or more.
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Other Loans of Concern. At September 30, 2003¢thwre loans totaling $8.5 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 amoansisted of three one- to four-family residentiartgage loans totaling $95,000, six
commercial business loans totaling $724,000, siicaljural operating loans totaling $1.7 milliodeeen consumer loans totaling $209,000
and three commercial real estate loans totaling $llion.

Commercial real estate loans of concern at Septe&the003 included a $4.1 million participatiomtosecured by a hotel located in Federal
Way, Washington. A slow down in the travel indusfter 9/11 contributed to delinquency issues Witk loan during fiscal 2002. The travel
industry is in process of recovering from this sld@wn and the loan was current at September 3@.200

Classified Assets. Federal regulations providdtierclassification of loans and other assets ssaeht 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 twdlateral pledged, if any. "Substandard"”
assets include those characterized by the "digtiossibility” that the savings association will s "some loss" if the deficiencies are not
corrected. Assets classified as "doubtful* havefithe weaknesses inherent in those classifiebistamdard,” with the added characteristic
that the weaknesses present make "collection wididgjion in full,” on the basis of currently exrggifacts, conditions, and values, "highly
guestionable and improbable.” Assets classifietioss" are those considered "uncollectible” andwfh minimal value that their continuance
as assets without the establishment of a speos leserve is not warranted. The loans held byrgare subject to similar classification by
its regulatory authorities.

When assets are classified as either substandaalibtful, the Bank may establish general allowarfoe loan losses in an amount deemed
prudent by management. General allowances repressnallowances which have been established tgnréze the inherent risk associated
with lending activities, but which, unlike specifilowances, have not been allocated to partiquriaiblem 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 gelnar specific loss allowances.

On the basis of management's review of its asae&gptember 30, 2003, the Company had classifiethbof $9.5 million of its assets as
substandard, $33,000 as doubtful and none as loss.

Allowance for Loan Losses. The allowance for loassks is established through a provision for loasds based on management's evaluatior
of the risk inherent in its loan portfolio and clyes in the nature and volume of its loan activitgluding those loans which are being
specifically monitored by management. Such evadnativhich includes a review of loans for which fedlllectibility may not be reasonably
assured, considers among other matters, the estirfit value of the underlying collateral, economnditions, historical loan loss
experience and other factors that warrant recagniti providing for an adequate loan loss allowance

Current economic conditions in the agriculturalteeof the Company's market area are generallyesthlke to improved commodity prices.
The agricultural economy is accustomed to commaqgtiige fluctuations and is generally able to harsdieh fluctuations without significant
problem. Although the Company underwrites its agtizal loans based on the current level of
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commodity prices, an extended period of low comryogliices or adverse growing conditions could resulveakness in the agricultural loan
portfolio and could create a need for the Comparindrease its allowance for loan losses througteised charges to provision for loan
losses.

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

operations.

Although management believes that it uses theibfsination available to determine the allowanaedpreseen market conditions could
result in adjustments and net earnings could bafgigntly affected if circumstances differ subgtalty from the assumptions used in making
the final determination. Future additions to then@any's allowances will be the result of periodiar, property and collateral reviews and
thus cannot be predicted in advance.
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The following table sets forth an analysis of then(any's allowance for loan losses.

September 30

2003 2002 2001 2000 1999
(Dollars in Thousan ds)
Balance at beginning of period .................... . $4,693 $ 3,869 $ 3,590 $ 3,093 $ 2,909
Charge-offs:
One-to four family 4) 11) 37) (65) (84)
Agricultural operating . -- (84) (308) -- (1,160)
Commercial and multi-family .................... (31) -- -- (370) --
CONSUMET ... (49) (139) (61) (104) (202)
Commercial business .............cccoeveevennen. (29) (86) (76) (731) (420)
Total charge-offs .........c.ccccovvvininne (113) (320) (482) (1,270) (1,866)
Recoveries:
One-to-four family .........cccooveviiiennns 2 2 2 - -
Consumer 13 39 29 55 39
Commercial business ... 10 4 3 33 8
Commercial and multi-family .................... -- - - - -
Agricultural operating ...........cccccceeene. 7 9 17 39 11
Total recoveries .........cccoeviiiinninns 32 54 51 127 58
Net charge-offs ........cccvvveiiiiennne (81) (266) (431) (1,143) (1,808)
Additions charged to operations ................ 350 1,090 710 1,640 1,992
Balance at end of period ....................... $ 4,962 $ 4,693 $ 3,869 $ 3,590 $ 3,093
Ratio of net charge-offs during the period to
average loans outstanding during the period .... .02% .08% .13% 37% .63%
Ratio of net charge-offs during the period to
average non-performing assets .................. 2.50% 4.54% 16.04% 64.53% 43.12%

For more information on the provision for loan lesssee "Management's Discussion and AnalysisulRexf Operations" in the Annual

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

Percent

of Loans

in Each

Category

to Total
Amount Loans A

One- to four-family ....... $ 135 14.35%
Commercial and multi-family
real estate .............. 2,390 46.99
Agricultural real estate .. 116 3.20
Construction ... . 122 5.58
Consumer 344 7.32
Agricultural operating ... 628 6.21
Commercial business ....... 1,027 16.35
Unallocated ............... 200 -

Total .covvveeee $4,962 100.00% $

$

September 30,

2002 2001 200
Percent Percent
of Loans of Loans
in Each in Each
Category Category
to Total to Total

mount Loans Amount Loans  Amount
(Dollars in Thousands)
170 20.53% $ 222 27.87% $ 250

2,536 4288 1,604 36.04 1,183
131 341 128  3.42 124
129 7.27 88 6.38 125
317 6.66 403 8.21 335
639 7.15 617  7.36 611
663 12.10 618 10.72 592
108 - 189 - 370

4,693 100.00% $3,869 100.00%  $3,590
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0 1999

Percent Percent
of Loans of Loans
in Each in Each
Category Category
to Total to Total

Loans Amount Loans

31.63% $ 331 34.80%

31.01 772 27.06
3.26 114 3.11
9.37 123 8.95
7.93 308 7.39
8.02 806 9.24
8.78 449 945

- 190 -

100.00% $3,093 100.00%




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, 2003, 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,

2003 2002 2001
( Dollars in Thousands)
Investment Securities:
Trust preferred securities(1) $23,323 $24,128 $24,680
Federal agency obligations ..... - - 5,080
Municipal bonds ...........c.ccevne 606 764 1,023
Equity investments .................. 494 660 420
Freddie Mac preferred stock 226 191 249
Fannie Mae common stockK .............ccceuee 140 156 160
Other ....covviiiiiiiiiis 1,001 - -
Subtotal ... 25,790 25,899 31,612
FHLB StoCK ....cccovviiiiiiiciiiiciice, 10,930 6,843 6,399
Total investment securities and FHLB stock .. L, $36,720 $32,742 $38,011
Other Interest-Earning Assets:
Interest bearing deposits in other financial ins titutions and Federal
FUNAS SOI oo $7,667 $ 6,051 $ 7,750

(1) Within the trust preferred securities preseradve, there are securities from individual issuleat exceed 10% of the Company's total
equity. The name and the aggregate market valseaifrities of each individual issuer are as folloamgsof September 30, 2003: Key Corp
Capital I, $4.4 million; Bank Boston Capital Tru$t $4.3 million; BankAmerica Capital 1, $4.6 nlibn.
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The composition and maturities of the Company's$tment securities portfolio, excluding equity séms, FHLB stock and mortgage-
backed securities, are indicated in the followiaigle.

September 30, 2003

After 1 After 5

Year Years
1 Year or  Through Through After Total Investment
Less 5 Years 10 Years 10 Years Securities
C arrying  Carrying Carrying  Carrying Amortized Market
Value Value Value Value Cost Value

(Dollars in Thousands)

Trust preferred securities ............... $ - % - $ - $23,323 $26,741 $23,323
Municipal bonds ...........ccccoeveiins 319 287 - 585 606
Other ..o - 1,001 - - 998 1,001
Total investment securities .............. $ 319 $1,288 $ - $23,323 $28,324 $24,930
Weighted average yield(1) ................ 5.90% 5.57% 0.00% 2.66% 2.69% 2.85%

(1) Yields on tax-exempt obligations have not beemputed on a tax-equivalent basis.

Mortgage-Backed Securities. The Company's mortdeeged and related securities portfolio consistseafirities issued under government-
sponsored agency programs, including those of @iNtae, Fannie Mae and Freddie Mac. The Companyhalis 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, predantly single-family and, to a lesser extent, mfdthily residential mortgages issued by these
government-sponsored entities. Fannie Mae and kedédiaic generally provide the certificate holderna@ntee 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 andteditworthiness of the issuer, which the Compaoyitors on a regular basis.

CMOs are special types of pass-through debt inlwtiie 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 riskacheristics. At September 30, 2003, the Company G&Os totaling $3.8 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 signaht yield adjustments because of
accelerated prepayments is limited. Yield adjustsyare encountered as interest rates rise or @eelinich in turn slows or increases
prepayment rates and affect the average liveseo€MOs.

At September 30, 2003, $339.7 million or 99.8%hef Company's mortgage-backed securities portfaibfixed rates of interest and
$614,000 or 0.2% of such portfolio had adjustabtes of interest.
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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 other otlagyes of the Company. At September
2003, $288.8 million or 84.9% of the Company's mage-backed securities were pledged to secureugaoidligations of the Company.

While mortgage-backed securities carry a reduceditcrisk as compared to whole loans, such seeangmain 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 assumptiijissted 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.

S eptember 30,
2003 2002 2001
(Doll ars in Thousands)
Ginnie Mae ......c.cccevveveinenincieeee $ 12,548 $ 23,484 $ 39,490

. 3,824 43,259 68,845
183,899 33,320 3,180
139,848 92,075 1,952

166 210 295

Total oo e, $340,285 $192,348 $113,762

The following table sets forth the contractual midgites of the Company's mortgagpacked securities at September 30, 2003. Not ceresidr
the preparation of the table below is the effeqir@payments, periodic principal repayments andthestable-rate nature of these

instruments.
Due in
After 1 After 5 September 30,
Year Years 2003
1 Year or Through Through After Balance
Less 5 Years 10 Years 10 Years Outstanding
(Dollars in Thousands)
GinNNie Mae ...c.covvvvvnieenriiicicciies $-- $-- $ 10 $12,538 $ 12,548
CMO ........... - - 3,371 453 3,824
Freddie Mac . 184 117 183,460 138 183,899
Fannie Mae ...........c........ - 10 130,586 9,252 139,848
Privately Issued Mortgage .. . - - - 166 166
Pass-Through Certificates(1) ..............
Total c.oeeeieeeiiiieeee, $184 127 $317,427 $22,547 $340,285
Weighted average yield ..............c....... 6.62% 8.83% 2.75% 4.72% 2.87%

(1) This security is rated Aaa by a nationally ig@iaed rating agency.
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At September 30, 2003, the contractual maturit§.686 of all of the Company's mortgage-backed stesanivas in excess of ten years. The
actual maturity of a mortgage-backed security pgaglly less than its stated maturity due to schetiprincipal payments and prepayments of
the underlying mortgages. Prepayments that arerdift than anticipated will affect the yield to oréty. The 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 security] these assumptions are reviewed periodicallgfteat 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 levemarket 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 amortizeapgyrfaster than anticipated, the Company may @eatdte 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-tienwvestments, and funds provided from operations.

Borrowings, including Federal Home Loan Bank ("FH)L.Bf Des Moines and Federal Reserve Bank of CliddgRB") advances, reverse
repurchase agreements and retail repurchase agreemmay be used at times to compensate for sdasolugtions 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 savingsiaisc NOW and regular checking accounts, andficaite accounts currently ranging
terms from fourteen days to 60 months. The Comyumauhy 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. Basedt®experience, the Company believes that its pagskavings, money market savings
accounts, NOW and regular checking accounts aa¢ively stable sources of deposits. However, thigyabf the Company to attract and
maintain
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certificates of deposit and the rates paid on thep®sits has been and will continue to be signitily affected by market conditions.

The following table sets forth the savings flowshet Company during the periods indicated.

September 30,
2003 2002 2001
(Dollars in Thousands )

Opening balance ..........cccecevieeieennnnnn $ 355,780 $ 338,782 $ 318,654
Deposits ........... 1,528,054 978,256 723,458
Withdrawals ..... (1,457,277) (972,856) (718,006)
Interest credited 8,996 11,598 14,676

Ending balance ..........cccccoevveinnennne. $ 435,553 $ 355,780 $ 338,782

NEt INCrEASE .....ccoveeveeeeeeeeee e $ 79,773 $ 16,998 $ 20,128

Percent inCrease ..........cccoecevevvneeenns 22.42% 5.02% 6.32%
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The following table sets forth the dollar amounsatings deposits in the various types of depasijiams offered by the Company for the

periods indicated.

20

Amount
Transactions and Savings
Deposits:
Commercial Demand ............... $ 17,458
Passbook Accounts . 21,323
NOW Accounts ........ 24,603
Money Market Accounts . 73,572
Total Non-Certificate ........... 136,956
Certificates:
Variable ... 2,210
0.00 - 1.99% 110,833
2.00 - 3.99% ... 130,236
4.00 - 5.99% ... 38,633
6.00 - 7.99% 16,685
Total Certificates .............. 298,597
Total Deposits $435,553

September 30,

03 2002

Percent Percent
of Total Amount of Total

(Dollars in Thousands)

4.01% $11,935 3.35%
4.89 15,064 4.23
5.65 20,088 5.65
16.89 55,261 15.53
31.44 102,348 28.76
0.51 2,169 0.61
25.45 10,252 2.88
29.90 134,446 37.79
8.87 61,541 17.30
3.83 45,024 12.66
68.56 253,432 71.24
100.00% $355,780 100.00%
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2001
Percent
Amount of Total
$ 7,733 2.28%
12,221 3.61
19,511 5.76
51,185 15.11
90,650 26.76
1,011 0.30
19,598 5.78
106,841 31.54
120,682 35.62
248,132 73.24
$338,782 100.00%




The following table shows rate and maturity infotioa for the Company's certificates of deposit BSeptember 30, 2003.

0.00 - 2.00-

Variable 1.99% 3.99%

4.00- 6.00-

5.99% 7.99%

Certificate accounts maturing
in quarter ending:

(Dollars in Thousands)

$ 2282 $25

Percent
Total of Total

December 31, 2003 ............... $ 639
March 31, 2004 ..... 318 25,304 6,692 3,385 1,1 76 36,875 12.3
June 30, 2004 ........ 455 12,984 27,403 1,647 1,2 04 43,693 14.6
September 30, 2004 . 209 14,392 11,104 2,500 6 39 28,844 9.7
December 31, 2004 .. 217 3,189 8,813 679 1,8 93 14,791 5.0
March 31, 2005 ..... 271 4,762 10,671 737 1,3 07 17,748 5.9
June 30, 2005 ........ 101 1,971 11,352 1,394 2,6 91 17,509 5.9
September 30, 2005 . -- 2,023 3,763 731 1,0 91 7,608 25
December 31, 2005 .. -- 846 6,741 352 3,6 46 11,585 3.9
March 31, 2006 ..... -- 114 5,376 524 2 10 6,224 2.1
June 30, 2006 ........ . - 10 1,929 976 2 97 3,212 1.1
September 30, 2006 .............. -- 60 2,430 700 -- 3,190 1.1
Thereafter ........... -- 3 9,608 22,726 -- 32,337 10.8
Total cvveeveeiieeiiees $ 2,210 $110,833 $130,236 $38,633 $16,6 85  $298,597 100.0%
Percent of total ............. 0.74% 37.11% 43.62% 12.94% 5. 59% 100.00%

The following table indicates the amount of the @amy's certificates of deposit and other depositiibe remaining until maturity as of
September 30, 2003.

Maturity
After After
3 Months 3t06 6to 12 After
or Less Months Months 12 Months Total
(In Thousands)
Certificates of deposit less than $100,000 ........ $28,453 $16,201 $48,935 $ 95,579 $189,168
Certificates of deposit of $100,000 or more ....... . 46,528 20,674 23,602 18,625 109,429
$74,981 $36,875 $72,537 $114,204 $298,597(1)

Total certificates of deposit .....................

(1) Includes deposits from governmental and otlulip entities totaling $71.5 million.

Borrowings. Although deposits are the Company'siary 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 condisteadvances from the FHLB of Des Moines uponsteeurity of a blanket collateral

agreement of a percentage of unencumbered loanhamdedge of specific investment securities. Sathances can be made pursuant to
several different credit programs, each of which iteown interest rate and range of maturitiesSéptember 30, 2003, the Company had

$223.8 million of advances from the FHLB of Des Kies and the ability to borrow up
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to an approximate additional $95.5 million. At Sapber 30, 2003, advances totaling $110.8 millicsh teams to maturity of one year or less.
The remaining $112.9 million had maturities rangingto 16 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, 2d@8Company had $202,000 of retail repurchase agnesnoutstanding.

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 ffafays to a maximum of six months. At Septembe2803, the Company had $57.5
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.

S eptember 30,
2003 2002 2001
(Doll ars in Thousands)

Maximum Balance:

FHLB advances..........ccccoveiricrinenns $226,165 $125,090 $129,010

Retail and reverse repurchase agreements........ 110,488 70,176 20,239

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

FHLB @dvanCes.......cccoccvvvcnvcccncecee e $176,961 $118,415 $126,208

Retail and reverse repurchase agreements........ 78,209 39,288 6,490

Preferred securities of subsidiary trust........ 10,000 10,000 1,981
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The following table sets forth certain informatias to the Company's FHLB advances and other bangsaat the dates indicated.

Sep tember 30,
2003 2002 2001
(Dollars in Thousands)

FHLB advances .........cc.cccovvveniienieennnen. $223,784 $125,090 $126,352
Retail and reverse repurchase agreements .......... 57,702 70,176 1,993
Preferred securities of subsidiary trust .......... 10,000 10,000 10,000

Total bOrrOWINGS ..oovvvvieeiecieceees $291,486 $205,266 $138,345
Weighted average interest rate of FHLB advances ... ... 3.40% 5.46% 5.76%
Weighted average interest rate of retail and revers e
repurchase agreements ........ccccccvcvvvevicnees 1.16% 1.90% 4.57%
Weighted average interest rate of preferred securit ies
of subsidiary trust .......ccccovvvvvvvcnecee 4.90% 5.61% 7.57%

Subsidiary Activities

The only subsidiaries of the Company are First Fad8ecurity, First Services Trust Company andtMtidwest Financial Capital Trust I.
First Federal has one service subsidiary, Firsti€es Financial Limited ("First Services"). At Sepiber 30, 2003, the net book value of First
Federal's investment in First Services was appratéiy $84,000. Security does not have any subsdiaFirst Federal organized First
Services, its sole service corporation, in 198&tF$ervices is located in Storm Lake, lowa andrsfimutual funds, equities, bonds, insurance
products and annuities. First Services recognizeet #oss of $35,000 during fiscal 2003.

Regulation

Recent Legislation - USA Patriot Act of 2001. Int@mer 2001, the USA Patriot Act of 2001 was enaataésponse to the terrorist attacks in
New York, Pennsylvania and Washington, D.C. whicbusred on September 11, 2001. The Patriot Acttended to strengthen U.S. |i
enforcement's and the intelligence communitieditedsi to work cohesively to combat terrorism owagiety of fronts. The potential impact of
the Patriot Act on financial institutions of allkls is significant and wide ranging. The Patriot éantains sweeping anti-money laundering
and financial transparency laws and imposes variegslations, including standards for verifyingedli identification at account opening, and
rules to promote cooperation among financial ioiths, regulators and law enforcement entitieglémtifying parties that may be involved
terrorism or money laundering.

Sarbanes-Oxley Act of 2002. On July 30, 2002, HezgiBush signed into law the Sarbanes-Oxley A@O8R2, or the SOA. The SOA is the
most far-reaching U.S. securities legislation es@ah many years, and includes many substantivelmotbsure-based requirements. The
stated goals of the SOA are to increase corpoeafgonsibility, to provide for enhanced penaltigsaftccounting and auditing improprieties at
publicly traded companies and to protect invegbgranproving the accuracy and reliability of corpta disclosures pursuant to the securities
laws. The SOA generally applies to all companiesh J.S. and non-U.S., that file or are requireflleoperiodic reports with the Securities
and
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Exchange Commission under the Securities Exchamtj@fAl934 (the "Exchange Act"”). Given the exteesiwd continuing SEC role in
implementing rules relating to many of the SOA'wmequirements, the effects of these requiremeamtsin to be determined, although it is
likely that the Company's costs will increase soimatwat least in the short term, as a result of $@glementation.

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 compaddigst Midwest is required to file reports with tR&B and such additional information as
the FRB may require, and is subject to regularénipns by the FRB. The FRB also has extensivereafioent authority over bank holding
companies, including, among other things, the igtiti 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 sawa 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 obfa®B approval before:

(i) acquiring, directly or indirectly, ownership oontrol of any voting shares of another bank erkidaolding company if, after such
acquisition, it would own or control more than 5¥%sach shares (unless it already owns or contha@siajority of such shares); (ii) acquiring
all or substantially all of the assets of anothemkor bank holding company; or (iii) merging onsolidating with another bank holding
company.

The BHCA prohibits a bank holding company, withtagr exceptions, from acquiring direct or indireetnership or control of more than 5%
of the voting shares of any company which is nieak 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 idEatifs activities closely related to the
business of banking or managing or controlling lsaflne list of activities permitted by the FRB undés, among other things, operating a
savings institution (such as First Federal), mayéggeompany, finance company, credit card comparfigaboring company; performing cert
data processing operations; providing certain itmaest and financial advice; underwriting and actsgan 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 affddiy 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 urfteDielaware 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 appliealinits. First Federal is a member of the FHLBt8ysand is subject to certain limited
regulation by the FRB. Such regulation and sup@amwigoverns 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 subjecegulation by the FDIC, which insures its
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deposits up to applicable limits. As with First Eeal, such regulation and supervision governs thigites in which Security can engage and
the manner in which such activities are conductetlia intended primarily for the protection of theurance fund and depositors.

First Midwest is regulated as a bank holding comyganthe FRB. Bank holding companies are subjecbtaprehensive 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 tR&Hnay 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 tolbgely 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, thé&; 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.

Federal Regulation of Financial Institutions. ThESChas extensive supervisory and regulatory aughovier the operations of savings
associations. As part of this authority, First Fatles 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 March 24, 2003. #8cis subject to similar regulation
and oversight by the ISB and the FRB and was keh@ed as of April 1, 2003.

Each federal and state banking regulator has extersforcement authority over its regulated ingitiins. This enforcement authority
includes, among other things, the power to comjagidr 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 enforcemenbactncluding misleading or untimely
reports. Except under certain circumstances, pulididosure of final enforcement actions by theutetpr is required.

In addition, the investment, lending and branctaathority of First Federal is prescribed by feddamls and it is prohibited from engaging in
any activities not permitted by such laws. Secustgubject to such restrictions under state laacisinistered 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 tpeater of $500,000 or 15% of unimpaired
capital and surplus (except for loans fully securgaertain readily marketable collateral, in wheaase this limit is increased to 25% of
unimpaired capital and surplus). Security is sutt@similar restrictions. At September 30, 200BstH-ederal's and Security's lending limit
under these restrictions was $7.6 million and $90@, respectively. First Federal and Security asompliance with their lending limits.
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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 Gaoweent. 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@uMSs based upon their level of capital and sug@ry evaluation. The current
assessment rates range from zero to .27% per $H¥Bessable deposits. Risk classification ohalliied institutions will be made by the
FDIC for each semi-annual assessment period. utistiis that are well-capitalized and have a highesuisory rating are subject to the lowest
assessment rate. At September 30, 2003, eachsbHederal and Security met the capital requiresmena "well capitalized" institution and
were not subject to any assessment. See Note Ni8te$ to Consolidated Financial Statements in theual Report.

Regulatory Capital Requirements. Federally instireghcial institutions, such as First Federal aedBity, are required to maintain a
minimum level of regulatory capital. These capitgjuirements mandate that an institution maintalaast the following ratios: (1) a core (or
Tier 1) capital to adjusted total assets ratio%f @hich can be reduced to 3% for highly ratediingons); (2) a Tier 1 capital to risk-
weighted assets ratio of 4% and (3) a risk-baspiatdo risk-weighted assets ratio of 8%. Capiggjuirements in excess of these standards
may be imposed on individual institutions on a elagease basis. See Note 13 of Notes to Consotidétencial Statements in the Annual
Report.

An FDIC-insured institution's primary federal regtar 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 ratiojy/Auch 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 afféicagpects of the institution's operations, inchgithe appointment of a receiver for a "critic
undercapitalized" institution (i.e., one with agérie 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 rightstleer@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
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capital account. The OTS also prohibits a savirsgseiation from declaring or paying any dividendérom repurchasing any of its stock if,
as a result of such action, the regulatory capit#he association would be reduced below the am@guired to be maintained for the
liquidation account established in connection wlith association's mutual to stock conversion.

Savings institutions such as First Federal may naaga&pital distribution without the approval of B&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 supervisaygcern, and will remain adequately- or
well-capitalized, as defined in the OTS prompt eotive action regulations, following the proposésirébution, and (iii) the distribution does
not exceed their net income for the calendar yedatate 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 haaeytime been sustained by such bank that equedased 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 outstgrhave
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 declaregthe bank in any calendar year exceeds the tbitd net profits for that year combined with
its retained net profits of the previous two cakengkars (minus any required transfers to a suigitis a fund for the retirement of any
preferred stock).

Qualified Thrift Lender Test. All savings assoaats, 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 @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 SepteBme2003, 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, gntegqualifies as a QTL within one year
and thereafter remains a QTL, or limits its newesivnents and activities to those permissible foih 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 bankmithree 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 sthibanking 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 thg@ég of products and services that it believes asé 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 reconi@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 Fetler@s
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examined for CRA compliance in January 2002 andifftgovas examined in June 2003 and both receivedigg of "satisfactory."”

Interstate Banking and Branching. The FRB may appen application of an adequately capitalized adebuately 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 transadsi 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 bydtagutory law of the host state or if the
applicant (and its depository institution affiliajecontrols or would control more than 10% of theured deposits in the United States or 30%
or more of the deposits in the target bank's haate sr in any state in which the target bank naémsta branch. lowa has adopted a five year
minimum existence requirement. States are authbtizémit the percentage of total insured depasithe 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#te-wide concentration limit.

The federal banking agencies are also generallyoaaed to approve interstate merger transactigtisowt regard to whether such transac

is prohibited by the law of any state. Interstatquasitions of branches or the establishment afv& branch is permitted only if the law of the
state in which the branch is located permits sucjuigitions. Interstate mergers and branch acdprisitare also subject to the nationwide and
statewide insured deposit concentration amountsritbes above. lowa permits interstate branching byl merger.

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 subsidiamiassified as "undercapitalized.”

Bank holding companies are required to give the R 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 weidldte any law, regulation, FRB order,
or any condition imposed by, or written agreemeitih whe 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 Istaldished 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 aodrg are both members of the FHLB of Des Moingkich is one of 12 regional
FHLBs, 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 ldgamsembers (i.e., advances) in accordance witttigsliand procedures established
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by the board of directors of the FHLB. These pebcand procedures are subject to the regulatiomeerdight of the Federal Housing
Finance Board. All advances from the FHLB are regplito be fully secured by sufficient collateraldetermined by the FHLB. In addition,
all long-term advances must be used for residentiale financing.

As members of the FHLB System, First Federal araifty are required to purchase and maintain siot¢ke FHLB of Des Moines. At
September 30, 2003, the Banks had in the aggr&3at® million in FHLB stock, which was in complianwith this requirement. For the
fiscal year ended September 30, 2003, dividends ipathe FHLB of Des Moines to First Federal andu8ity totaled $286,000. Over the p
five calendar years such dividends have averad¥®d and were 3.0% for the first three quarters efadalendar year 2003.

Under federal law the FHLBs are required to providels for the resolution of troubled savings agg@ms and to contribute to low- and
moderately priced housing programs through ditegh$ 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 inftiere. A reduction in value of First
Federal's FHLB stock may result in a correspondéattyiction 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.

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 tarporations, 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 operdtinges 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 redemptidissolution or liquidation) or for any other puggo(except to absorb bad debt losses). As
of September 30, 2003, First Federal's Excessfoptirposes totaled approximately $6.7 million.

First Midwest and its consolidated subsidiariesehast been audited by the IRS within the past tary. 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 adveféect on the financial condition of First Midwestd its subsidiaries.

lowa Taxation. First Federal and Security file Iofrenchise tax returns. First Midwest and Firstératls subsidiary file a consolidated lowa
corporation tax return on a fiscal year-end basis.
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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, pgleation of a minimum tax provision. Taxable ime® 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 inclutesest on state and municipal obligations. Irgeom U.S. obligations is taxable under
lowa franchise tax and under the federal corparateme tax. The taxable income for lowa franchésepurposes is apportioned to lowa
through the use of a one-factor formula consistihgross receipts only.

Taxable income under the lowa corporate incomestaenerally similar to taxable income under théefal corporate income tax, except t
under the lowa tax, no deduction is allowed fordancome tax payments; interest from state and cipadiobligations is included in incorr
interest from U.S. obligations is excluded fromamz; and 50% of federal corporate income tax paysee deductible from income. The
lowa corporate income tax rates range from 6% 6 4&d may be effectively increased, in individuades, by application of a minimum tax
provision.

South Dakota Taxation. First Federal and First 8es/Trust Company file a consolidated South Dakwatiachise tax return due to their
operations in Sioux Falls and Brookings. The S@#dkota franchise tax is imposed on depositorytunstins and trust companies. First
Midwest, Security and First Federal's subsidiagiestherefore not subject to the South Dakota frazectax.

South Dakota imposes a franchise tax on the taxabtene of depository institutions and trust coniparmt the rate of 6%. Taxable income
under the franchise tax is generally similar tcatzle income under the federal corporate incomeeteoept that, under the South Dakota
franchise tax, no deduction is allowed for statmme and franchise taxes, bad debt deductionsedeensined on the basis of actual charge-
offs, income from municipal obligations exempt fréederal taxes are included in the franchise taxaiome, and there is a deduction
allowed for federal income taxes accrued for thedi year. The taxable income for South Dakotachi@® tax purposes is apportioned to
South Dakota through the use of a three-factor filmmonsisting of tangible real and personal prigp@ayroll and gross receipts.

Delaware Taxation. As a Delaware holding compaingt Midwest is exempted from Delaware corporatmme tax but is required to file an
annual report with and pay an annual fee to thee@taDelaware. First Midwest is also subject taanual 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 gestgf 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 dipas principally from other commercial banks, is@¢ 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 withatgprivileges at each.
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The Company serves Adair, Buena Vista, CalhounlaBaGuthrie, Ida, Pocahontas, Polk and Sac caumtibwa and Brookings, Lincoln
and Minnehaha counties in South Dakota. Therehantysix commercial banks, one savings bank, othan First Federal, and one credit
union which compete for deposits and loans in FHesteral's primary market area in northwest lowg&ight commercial banks, one savings
bank, other than First Federal, and one creditrunibich compete for deposits and loans in Firstefaits market area in Brookings, South
Dakota. In addition, there are twelve commercialisain Security's primary market area in west @ntwa. First Federal competes for
deposits and loans with numerous financial insting located throughout the metropolitan markeasuia Des Moines, lowa and Sioux Falls,
South Dakota.

Employees

At September 30, 2003, the Company and its subidihad a total of 178 employees, including 2@-pare employees. The Company's
employees are not represented by any collectivgali@ng group. Management considers its employketioas to be good.

Executive Officers of the Company Who Are Not Diretors

The following information as to the business exgece during the past five years is supplied witlpeet to the executive officers of the
Company who do not serve on the Company's BoaRirettors. There are no arrangements or undersigadietween such persons named
and any persons pursuant to which such officere welected.

Donald J. Winchell - Mr. Winchell, age 51, servesSenior Vice President, Secretary, Treasurer dnef €Einancial Officer of First Midwest
and First Federal, and is responsible for the féatian and implementation of policies and objectifer First Federal's finance and
accounting functions. His duties include finangknning, interest rate risk management, accountinvgstments, financial policy
development and compliance, budgeting and asd$#litfjamanagement. Mr. Winchell also serves as &gaey of Security State Bank, Direc
and Secretary/Treasurer of First Services Trustizoy, and Treasurer of First Services Financialifeichand Brookings Service
Corporation. Mr. Winchell joined First Federal i88B as Vice President and Chief Financial Offigeas appointed Treasurer in 1990, and
Senior Vice President in 1992. Prior to joiningsEiFederal, Mr. Winchell served as Senior Vice ided and Chief Financial Officer of
Midwest Federal Savings and Loan Association ofridgka City, Nebraska since 1981. Mr. Winchell reedia Bachelor of Science degree
and a Bachelor of Business Administration degremftWashburn University, Topeka, Kansas. Mr. Winkiseh certified public accountant.

On December 5, 2003, Mr. Ronald J. Walters wasihimeassume the position of Chief Financial Offiicethe place of Mr. Winchell, who is
leaving the company effective January 9, 2004 rsyeeiother interests. Mr. Walters, age 54, joiniest Midwest as Senior Vice President.
Prior to joining the Company, Mr. Walters served/ase President, Treasurer and Chief Financialg@ffiof Kankakee Bancorp, Inc. of
Kankakee, lllinois, (now known as Centrue Finan€latporation) having worked for the company sin884L Mr. Walters received a
Bachelor of Science degree from the Universityllofdis, Chicago, Illinois. Mr. Walters is a ceréfl public accountant.

Item 2. Properties

The Company conducts its business at its maineo#fizd branch office in Storm Lake, lowa, and fitkeeo locations in its primary market a
in Northwest lowa. The Company also operates ofieeafh 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
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in Sioux Falls, South Dakota, through the Compa8igsix Falls division of the Bank; and three offide West Central 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 h@dlee of the Company's premises and equipmentufiimg land, building and leasehold
improvements and furniture, fixtures and equipmanh$eptember 30, 2003 was $11.4 million. See BateNotes to Consolidated Financial
Statements in the Annual Report.

The Company believes that its current facilities adequate to meet the present and foreseeabls ol 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 comeg@pment utilized by the Company at Septembe803 was approximately $791,000.

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 predictddoeitainty, it is the opinion of management, fensultation with counsel representing
Company in the proceedings, that the resolutiaim@$e 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 hadénrough the solicitation of proxies or othemyiduring the quarter ended Septembei
2003.

PART II
Item 5. Market for Registrant's Common Equity and Related Shareholder Matters
Page 48 of the attached 2003 Annual Report to 8bbters is herein incorporated by reference.
Item 6. Selected Financial Data
Page 14 of the attached 2003 Annual Report to 8bbters is herein incorporated by reference.
Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations
Pages 15 through 23 of the attached 2003 AnnuabRepShareholders are herein incorporated byeaf.
Item 7A. Quantitative and Qualitative Disclosure Alput Market Risk
Pages 19 through 20 of the attached 2003 AnnuabiRepShareholders are herein incorporated byeaf.
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Item 8. Financial Statements and Supplementary Data

Pages 24 through 45 of the attached 2003 AnnuabiRepShareholders are herein incorporated byeaf.
Item 9. Changes In and Disagreements With Accountds on Accounting and Financial Disclosure

Not applicable

Item 9a. Controls and Procedures

Any control system, no matter how well designed aperated, can provide only reasonable (not akejohgsurance that its objectives will be
met. Furthermore, no evaluation of controls carvigi®absolute assurance that all control issuesrestances of fraud, if any, have been
detected.

Disclosure Controls and Procedures

The Corporation's management, with the participatibthe Corporation's Chief Executive Officer alief Financial Officer, has evaluated
the effectiveness of its disclosure controls aratedures (as such term is defined in Rules 13ay &5k 15d-15(e) under the Securities
Exchange Act of 1934 (Exchange Act)) as of the @ftthe period covered by this report. Based on swetuation, the Corporation's Chief
Executive Officer and Chief Financial Officer hasencluded that, as of the end of such period, t&@ation's disclosure controls and
procedures are effective in recording, processingymarizing and reporting, on a timely basis, imfation required to be disclosed by the
Corporation in the reports that it files or submitsler the Exchange Act.

Internal Control Over Financial Reporting

There have not been any changes in the Corpomatitternal control over financial reporting (aststerm is defined in Rules 13a-15(f) and
15d-15(f) under the Exchange Act) during the fouyttarter of the fiscal year to which this repotates that have materially affected, or are
reasonably likely to materially affect, the Corgaoa's internal control over financial reporting.

PART IlI
Item 10. Directors and Executive Officers of the Rgistrant
Directors

Information concerning directors of the Companintorporated herein by reference from the Compathsfiitive Proxy Statement for the
Annual Meeting of Shareholders to be held in Jan@an4 filed on December 17, 2003.

The Company has adopted a Code of Ethics thatespiits principal executive officer and princifiahncial officers of the Company. A
copy of the Code Ethics, included as an exhibihte Form 10-K and filed with the Securities anccEange Commission, may also be found
on the Company's website at www.fmficash.com.

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 2004, filed on December 17320@ from the information set forth
under the caption "Executive Officers of the Comp¥ho Are Not Directors" contained in Part | ofg¢litorm 10-K.
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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 andaip 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 }8¢ams they file.

To the Company's knowledge, based solely on awesfehe copies of such reports furnished to thenGany and written representations that
no other reports were required during the fiscalryanded September 30, 2003, all

Section 16(a) filing requirements applicable tooitscers, directors and greater than 10 percenefieial owners were complied with except
that during the fiscal year ended September 303,2000. Gaskill and Mr. Thure each inadvertentlyiddito file a timely Form 4 and Form 3,
respectively. Both forms were subsequently filed.

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@a04, filed on December 17, 2003.

Item 12. Security Ownership of Certain Beneficial vners and Management

Information concerning securities authorized feuence under equity compensation plans and infasmabncerning security ownership of
certain beneficial owners and management is ingatpd herein by reference from the Company's definProxy Statement for the Annual
Meeting of Shareholders to be held in January 2filed, on December 17, 2003, and Note 11 of NateSdnsolidated Financial Statements.

Item 13. Certain Relationships and Related Transa&ns

Information concerning certain relationships arahgactions is incorporated herein by reference ft@mCompany's definitive Proxy
Statement for the Annual Meeting of Shareholdetsetdield in January 2004, filed on December 173200

Item 14. Principal Accountant Fees and Services
Audit Fees

1. Fees paid to McGladrey & Pullen, LLP and itsoagsted entity, RSM McGladrey, Inc., for each of thst two fiscal years are set forth
below.

Fiscal Audit Audit-Related Ta X All Other
Year Fees Fees Fee S Fees
2003 $83,000 $7,000 $9,0 00 $ -
2002 $62,000 $6,000 $11, 000 $6,000

Audit fees include fees for services performeddmply with generally accepted auditing standanaduding the recurring audit of the
Company's consolidated financial statements. Tdiisgory also includes fees for audits providedomnection with statutory filings or
services that generally only the principal auditsasonably can provide to a client, such as praesdelated to audit of income tax
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provisions and related reserves, consents andasstswith and review of documents filed with trec&ities and Exchange Commission.

Audit-related fees include fees associated withir@asse and related services that are reasonablgdeio the performance of the audit or
review of the Company's financial statements. Thategory includes fees related to assistance améiial due diligence related to mergers
acquisitions, consultations regarding generallyepted accounting principles, reviews and evaluatifithe impact of new regulatory
pronouncements, general assistance with implenientat the new SEC and Sarbanes-Oxley Act of 2@@Riirements and audit services not
required by statute or regulation. Audit-relatedsf@also include audits of employee benefit plasisyell as the review of information systems
and general internal controls unrelated to thetaafdhe financial statements.

Tax fees primarily include fees associated withaagits, tax compliance, tax consulting, as welisasplanning. This category also includes
services related to tax disclosure and filing resmients.

The Audit Committee has not authorized any noniaetivices by the independent auditor. The Audin@dttee must approve any such
services prior to the services being performed. Abdit Committee's considerations would include thlee such services are consistent with
the SEC's rules on auditor independence.

PART IV

Item 15. Exhibits, Financial Statement Schedules,nal Reports on Form 8-K
(&) The following is a list of documents filed aapof this report:
(1) Financial Statements:
The following financial statements are incorporatgdeference under Part Il, Item 8 of this FormKL0
1. Report of Independent Auditors.
2. Consolidated Balance Sheets as of Septemb&088,and 2002.
3. Consolidated Statements of Income for the YEaded September 30, 2003, 2002 and 2001.
4. Consolidated Statements of Changes in Shareisblguity for the Years Ended September 30, 22082 and 2001.
5. Consolidated Statements of Cash Flows for ther&Ended September 30, 2003, 2002 and 2001.
6. Notes to Consolidated Financial Statements.
(2) Financial Statement Schedules:
All financial statement schedules have been ométethe information is not required under the eslanhstructions or is inapplicable.
(3) Exhibits:

See Index of Exhibits.
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(b) Reports on Form 8-K:

During the three month period ended September@B,2he Registrant filed and furnished, respeltjw@/o current reports on Form 8-K,

one dated July 7, 2003, to report the issuancepoéss release announcing the authorization ajck sepurchase program, and another dated
July 18, 2003, to report the issuance of a prdease announcing the Company's earnings for tlee tmonths and nine months ended June
30, 20083.
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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 26, 2003 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 26, 2003

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

By: /s/ J. Tyler Haahr Dat e: Decenber 26, 2003

J. Tyler Haahr, Director, President and
Chi ef Operating Oficer

By: /s/ E. \Wayne Cool ey Dat e: Decenber 26, 2003

E. Wayne Cool ey, Director

By: /s/ E. Thurman Gaskill Dat e: Decenber 26, 2003
E. Thurman Gaskill, Director
By: /s/ Rodney G Ml enburg Dat e: Decenber 26, 2003

Rodney G Muiil enburg, Director

By: /s/ Jeanne Partl ow Dat e: Decenber 26, 2003

Jeanne Partlow, Director

By: /s/ G Mark M ckel son Dat e: Decenber 26, 2003

G Mark M ckel son, Director

By: /s/ John Thune Dat e: Decenber 26, 2003

John Thune, Director

By: /s/ Donald J. Wnchell Dat e: Decenber 26, 2003
Donald J. Wnchell, Senior Vice
Presi dent, Secretary, Treasurer and
Chi ef Financial Oficer
(Principal Financial and Accounting O ficer)
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INDEX TO EXHIBITS
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reference.
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10.9 Registrant's 2002 Omnibus Incentive Plan.*
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EXHIBIT 10.9
FIRST MIDWEST FINANCIAL, INC.
2002 OMNIBUS INCENTIVE PLAN

1. Plan Purpose. The purpose of the Plan is to pi®the long-term interests of the Company anstitskholders by providing a means for
attracting and retaining directors, advisory dioest officers and employees of the Company andffikates.

2. Definitions. The following definitions are apgdble to the Plan:

"Affiliate" -- means any "parent corporation” outssidiary corporation” of the Company as such temresdefined in Section 424(e) and (f),
respectively, of the Code.

"Award" -- means the grant by the Committee unter Plan of an Incentive Stock Option, a Non-QiedifStock Option, a Stock
Appreciation Right, Restricted Stock or a PerforoeAward, or any combination thereof, as providethe Plan.

"Award Agreement" -- means the agreement evidenitiagyrant of an Award made under the Plan.

"Cause" -- means termination of service by reas@emsonal dishonesty, incompetence, willful mistact, breach of fiduciary duty
involving personal profit, intentional failure t@gorm stated duties or gross negligence.

"Code" -- means the Internal Revenue Code of 188&mended.
"Committee" -- means the Committee referred toent®n 3 hereof.
"Company" -- means First Midwest Financial Inc. @my successor thereto.

"Continuous Service" -- means the absence of aeyrirption or termination of service as a directalyisory director, officer or employee of
the Company or an Affiliate, except that when uséti respect to a person granted an Incentive S@jtion means the absence of any
interruption or termination of service as an emplyf the Company or an Affiliate. Service shall @ considered interrupted in the case of
sick leave, military leave or any other leave cdexlice approved by the Company or in the casermdferes between payroll locations of the
Company or between the Company, its parent, itsidigies or its successor.

"ERISA" -- means the Employee Retirement IncomeugigcAct of 1974, as amended.

"Incentive Stock Option" -- means an option to fmase Shares granted by the Committee which isdetkto qualify as an Incentive Stock
Option under Section 422 of the Code. Unless otiseraet forth in the Award Agreement, any Optiorichitdoes not qualify as an Incentive
Stock Option for any reason shall be deemed a Naelifizd Stock Option.

"Market Value" -- means the closing high bid widspect to a Share on the date in question on teddgaStock Market, or any similar
system then in use, or, if the Shares are nottifagled on the Nasdaqg Stock Market or any similatesy, the closing sales price on such date
(or, if there is no reported sale on such dateherast preceding date on which any reported@atarred) of a Share on the Composite Tape
for New York Stock Exchange-Listed Stocks, or,nfsuch date the Shares are not quoted on the Cidmpape, on the New York Stock
Exchange, or if the Shares are not listed or



admitted to trading on such Exchange, on the aidinited States securities exchange registerddruhe Securities Exchange Act of 1934
(the "Exchange Act") on which the Shares are listeddmitted to trading, or, if the Shares arelist¢d or admitted to trading on any such
exchange, the fair market value on such date dfaseSas the Committee shall determine.

"Non-Qualified Stock Option" -- means an optiorptachase Shares granted by the Committee whichriwegualify, for any reason, as an
Incentive Stock Option under Section 422 of the €od

"Option" -- means an Incentive Stock Option or anMaualified Stock Option awarded to a Participamispant to Section 5(a) hereof.

"Participant” --means any director, advisory director, officeeoiployee of the Company or any Affiliate who ises¢éd by the Committee
receive an Award.

"Performance Award" -- means an Award granted @msto Section 5(d) herein.
"Plan" -- means this 2002 Omnibus Incentive PlathefCompany.

"Related" -- means (i) in the case of a Stock Apiaitéion Right, a Stock Appreciation Right whichgimnted in connection with, and to the
extent exercisable, in whole or in part, in lieyad Option or another Stock Appreciation Right &idn the case of an Option, an Option
with respect to which and to the extent a Stockra&pjation Right is exercisable, in whole or in partlieu thereof.

"Restricted Stock" -- means Shares awarded toticipant pursuant to Section 5(c) hereof.

"Retirement" -- means retirement from employmerthwiie Company or an Affiliate thereof, as an emeéy director, director emeritus or
advisory director thereof, having reached the ddibo

"Shares" -- means the shares of common stock dtimepany.
"Stock Appreciation Right" -- means a stock appgon right with respect to Shares granted by tom@ittee pursuant to the Plan.

"Ten Percent Holder" -- means any individual whanewstock possessing more than ten percent of thlecmmbined voting power of all
classes of stock of the Company and any Affiliate.

"Termination of Service" - means cessation of sErvior any reason, whether voluntary or involupitap that the affected individual is not
either (i) an employee of the Corporation or anfiliate for purposes of an Incentive Stock Option({ii) a director, advisory director or
employee of the Corporation or any affiliate forpase of any other Award.

3. Administration. The Plan shall be administergdalCommittee consisting of two or more memberthefBoard of Directors of the
Company, each of whom (i) shall be an outside ttiregs defined under Section 162(m) of the Codeth@degulations thereunder and (ii)
shall be a Non-Employee Director as defined undée R6(b) of the Securities Exchange Act of 1934y similar or successor provision.
The members of the Committee shall be appointethéBoard of Directors of the Company. Except mmtéd by the express provisions of
the Plan or by resolutions adopted by the Boardidctors of the Company, the Committee shall heale and complete authority and
discretion to



(i) select Participants and grant Awards; (ii) detime the number of Shares to be subject to typésvards generally, as well as to individt
Awards granted under the Plan; (iii) determinettérens and conditions upon which Awards shall betg@ under the Plan; (iv) prescribe the
form and terms of instruments evidencing such grtaamid (v) establish from time to time regulatifmsthe administration of the Plan,
interpret the Plan, to correct any defect or sugplymission or reconcile any inconsistency inRkan, and make all determinations deemed
necessary or advisable for the administration efRtan.

A majority of the Committee shall constitute a quar and the acts of a majority of the members ptesizany meeting at which a quorum is
present, or acts approved in writing by a majooityhe Committee without a meeting, shall be aéthe Committee.

4. Shares Subject to Plan.

(a) Subject to adjustment by the operation of eacti, the maximum number of Shares with respewsthich Awards may be made under the
Plan is 200,000 Shares. The Shares with resp&dtithh Awards may be made under the Plan may beredththorized and unissued shares or
previously issued shares reacquired and held asurg shares. Shares which are subject to Relée#t Bppreciation Rights and Related
Options shall be counted only once in determinitgtier the maximum number of Shares with respeshioh Awards may be granted
under the Plan has been exceeded. An Award shialenconsidered to have been made under the Pthrregpect to any Option or Stock
Appreciation Right which terminates or with respecRestricted Stock which is forfeited, and newakds may be granted under the Plan
with respect to the number of Shares as to which sermination or forfeiture has occurred.

(b) During any calendar year, no Participant magtamted Awards under the Plan of more than 1003}a0es, subject to adjustment as
provided in
Section 7.

5. Awards.

(a) Options. The Committee is hereby authorizegrémt Options to Participants with the followingnes and conditions and with such
additional terms and conditions not inconsisterhwhe provisions of the Plan as the Committeel steérmine, including the granting of
Options in tandem with other Awards under the Plan:

(i) Exercise Price. The exercise price per SharafoOption shall be determined by the Committeeyided that, in the case of an Incentive
Stock Option, the exercise price thereof shallbeless than 100% of the Market Value of a Sharéenlate of grant of such Option;
provided further that, in the case of an IncenBteck Option granted to a Ten Percent Holder, ¥eeaése price thereof shall not be less than
110% of the Market Value of a Share on the datgraft of such Option.

(if) Option Term. The term of each Option shallfxed by the Committee, but shall be no greatenth® years; provided that, in the case of
an Incentive Stock Option, the term of such Opsball not exceed ten years; provided further thatie case of an Incentive Stock Option
granted to a Ten Percent Holder, the term of sytiom shall not exceed five years.

(iii) Time and Method of Exercise. Except as pr@ddn paragraph (a) of Section 6, no Option grahtrgunder may be exercised unless at
the time the Participant exercises such Optiorl) Rarticipant has maintained Continuous Serviceesine date of grant of such Option. To
exercise an Option under the Plan, the



Participant to whom such Option was granted shedl gritten notice to the Company in form satiséagtto the Committee (and, if partial
exercises have been permitted by the Committespbyifying the number of Shares with respect tactvisuch Participant elects to exercise
such Option) together with full payment of the price, if any and to the extent notice is et by the Company. Payment, if any is
required, shall be made either (i) in cash (inelgdiheck, bank draft or money order) or, if the @uttee specifically approves in writing on
an individual basis, (ii) by delivering (A) Sharaseady owned by the Participant and having anferket value equal to the applicable
exercise price, such fair market value to be detexchin such appropriate manner as may be proigetie Committee or as may be requ
in order to comply with or to conform to requirent®pf any applicable laws or regulations, or (Rpanbination of cash and such Shares.

(iv) Option Agreements. At the time of an Awardaof Option, the Participant shall enter into an AwAgreement with the Company in a
form specified by the Committee, agreeing to thimgeand conditions of the Award and such otherematis the Committee shall in its sole
discretion determine.

(v) Limitations on Value of Exercisable Incentived& Options. The aggregate Market Value of ther&hwith respect to which Incentive
Stock Options are exercisable for the first timeat®articipant in any calendar year shall not ect&390,000.

(vi) Eligible Recipients of Incentive Stock Optioriscentive Stock Options may be granted by the @dtae only to employees of the
Company or its Affiliates.

(vii) Incentive Stock Options must be granted rtedéhan 10 years from the date the Plan is adamtegproved by the stockholders,
whichever is earlier.

(b) Stock Appreciation Rights. The Committee isatgrauthorized to grant Stock Appreciation Rigbt®articipants with the following terr
and conditions and with such additional terms amttltions not inconsistent with the provisionsiug Plan as the Committee shall deternr

(i) General. A Stock Appreciation Right shall, udgtsexercise, entitle the Participant to whom s8tbck Appreciation Right was granted to
receive a number of Shares or cash or combindtiereof, as the Committee in its discretion shatideine, the aggregate value of which
(i.e., the sum of the amount of cash and/or Maviatie of such Shares on date of exercise) shallldgs nearly as possible, it being
understood that the Company shall not issue amyidrzal shares) the amount by which the Market ¥adar Share on the date of such
exercise shall exceed the exercise price of suntkStppreciation Right, multiplied by the numberSifares with respect to which such St
Appreciation Right shall have been exercised.

(il) Related Options. A Stock Appreciation Rightyrtze Related to an Option or may be granted indépmethy of any Option as the
Committee shall from time to time in each casemeitge. In the case of a Related Option, such Re:l@igtion shall cease to be exercisable to
the extent of the Shares with respect to whichRekted Stock Appreciation Right was exercised.rUipe@ exercise or termination of a
Related Option, any Related Stock Appreciation Rejtall terminate to the extent of the Shares vatipect to which the Related Option was
exercised or terminated. If the Related Optiomisreentive Stock Option, the Related Option skatisfy all restrictions and
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the limitations imposed on Incentive Stock Optiansler paragraph
(a) of this Section 5 (including, without limitatiprestrictions on exercise price and term).

(iii) Exercise Price and Term. The exercise priad term of each Stock Appreciation Right shallized by the Committee; provided that,
that the term of a Stock Appreciation Right shall exceed 15 years.

(iv) Stock Appreciation Right Agreements. At theéi of an Award of a Stock Appreciation Right, ttetRRipant shall enter into an Award
Agreement with the Company in a form specified iy Committee, agreeing to the terms and conditidtise Award and such other matters
as the Committee shall in its sole discretion dviee.

(v) Time and Method of Exercise. Except as provibgledaragraph (a) of Section 6, no Stock Appreciafight may be exercised unless a
time the Participant exercises such Stock AppriecidRight, such Participant has maintained ContirsuBervice since the date of grant of
such Stock Appreciation Right. To exercise a S#pfreciation Right under the Plan, the Particiganzhom such Stock Appreciation Right
was granted shall give written notice to the Conyparform satisfactory to the Committee (and, iftf exercises have been permitted by
Committee, by specifying the number of Shares wapect to which such Participant elects to exersigh Stock Appreciation Right)
together with full payment of the exercise priégriy and to the extent required. The date of eégershall be the date on which such notice is
received by the Company. Payment, if any is requisball be made either (i) in cash (including ¢ghé&ank draft or money order) or with the
specific written permission of the Committee (i) delivering (A) Shares already owned by the Pgudiat and having a fair market value
equal to the applicable exercise price, such fairket value to be determined in such appropriaten@aas may be provided by the
Committee or as may be required in order to comylly or to conform to requirements of any appliealalws or regulations, or (B) a
combination of cash and such Shares.

(c) Restricted Stock. The Committee is hereby aighd to grant Awards of Restricted Stock to Pgstints with the following terms and
conditions and with such additional terms and ctimia not inconsistent with the provisions of tharPas the Committee shall determine:

(i) Restrictions. Shares of Restricted Stock shalsubject to such restrictions as the Committegimpose (including, without limitation,
any limitation on the right to vote a Share of Restd Stock or the right to receive any dividemather right or property with respect
thereto), which restrictions may lapse separately combination at such time or times, in suchéhsents or otherwise as the Committee
may deem appropriate. During the period of time/rich the Shares awarded as Restricted Stock ajectdo the restrictions contemplated
herein (a "Restricted Period"), unless otherwisenited by the Plan or by the Committee as proviaetthe applicable Award Agreement,
such Shares may not be sold, assigned, transf@legtfjed or otherwise encumbered by the Particifiaept for the restrictions which may
be imposed on Restricted Stock, a Participant torwBhares of Restricted Stock have been awarddichsive all the rights of a stockholder,
including but not limited to the right to receivié @ividends paid on such Shares and the righote guch Shares.

(i) Restricted Stock Agreements. At the time offamard of Shares of Restricted Stock, the Partidishall enter into an Award Agreement
with the Company



in a form specified by the Committee, agreeinghterms and conditions of the Award and such atfadters as the Committee shall in its
sole discretion determine.

(iii) Stock Certificates. Any Restricted Stock grah under the Plan shall be evidenced by issuaingestock certificate or certificates, which
certificate or certificates shall be held by thex@any. Such certificate or certificates shall lgistered in the name of the Participant and
shall bear the following (or similar) legend:

"The transferability of this certificate and theasbs of stock represented hereby are subject t@thes and conditions (including forfeiture)
contained in the Company's 2002 Omnibus Incentiaa Bnd an Agreement entered into between theteegisowner and the Company.
Copies of such Plan and Agreement are on fileénoffices of the Secretary of the Company, FiftEi@, Storm Lake, lowa 50588."

(iv) Removal of Restrictions. Shares representiagtRcted Stock that are no longer subject toimiins shall be delivered to the holder
thereof promptly after the applicable restrictidaysse or are waived.

(d) Performance Awards. The Committee is hereblaized to grant Performance Awards to Participaatgect to the terms of the Plan ¢
the applicable Award Agreement. At the time of graina Performance Award, the Participant shaleeirtto an Award Agreement with the
Company in a form specified by the Committee, aige®o the terms and conditions of the Performaiwward and such other matters as the
Committee shall in its sole discretion determinéPéxformance Award granted under the Plan (i) neagidnominated or payable in cash,
Shares (including, without limitation, Restrictetb&k), other securities, other Awards or other proyand (ii) shall confer on the holder
thereof the right to receive payments, in wholéngrart, upon the achievement of such performamedsgduring such performance periods as
the Committee shall establish. Subject to the teshile Plan, the performance goals to be achieueithg any performance period, the len

of any performance period, the amount of any Parémrce Award granted and the amount of any paynraéramsfer to be made pursuant to
any Performance Award shall be determined by thmar@ittee as provided in the applicable Award Agreeiménless otherwise provided in
the Performance Award, the term of a Performancarévshall not exceed 15 years.

6. Termination of Service.
(a) Options and Stock Appreciation Rights.

(i) If a Participant to whom an Option or Stock Apgpiation Right was granted shall cease to mair@aintinuous Service for any reason
(including total and partial disability but excladi Retirement, death and termination of employnbgrthe Company or any Affiliate for
Cause), such Participant may, but only within teéqa of three months, in the case of an Incerflitoek Option, or one year, in the case of a
Non-Qualified Stock Option or Stock Appreciation Rigimmediately succeeding such cessation of Contialgervice and in no event after
the expiration date of such Option or Stock Apmgon Right, exercise such Option or Stock AppréciaRight to the extent that such
Participant was entitled to exercise such OptioBtock Appreciation Right at the date of such démsaf Continuous Service. If the
Continuous Service of a Participant to whom an @ptir Stock Appreciation Right was granted by tleen@any is terminated for Cause, all
rights under any Option or Stock Appreciation Righsuch



Participant shall expire immediately upon the givin the Participant of notice of such termination.

(i) If a Participant to whom an Option or Stock gxpciation Right was granted shall cease to mair@aintinuous Service due to Retirement,
such Participant may, but only within the periodtoee months, in the case of an Incentive StodkoBpor two years, in the case of a Non-
Qualified Stock Option or Stock Appreciation Rigimmediately succeeding such cessation of ContisBrrvice and in no event after the
expiration date of such Option or Stock AppreciatRight, exercise such Option or Stock AppreciafRight to the extent that such
Participant was entitled to exercise such OptioStock Appreciation Right at the date of such démsaf Continuous Service.

(iii) In the event of the death of a Participantil@lin the Continuous Service of the Company oAéiliate or within the periods referred to
paragraphs (a)(i) and (a)(ii) of this Section & person to whom any Option or Stock AppreciatigghRheld by the Participant at the time of
his or her death is transferred by will or the laafglescent and distribution or in the case of arafl other than an Incentive Stock Option,
pursuant to a qualified domestic relations ordemefined in the Code or Title | of ERISA or théesuthereunder, or as otherwise permitted to
be transferred under Section 10 of the Plan mayobly within the period of two years immediatelycseeding the date of death of such
Participant, and in no event after the expiratiatedbf such Option or Stock Appreciation Right,reie such Option or Stock Appreciation
Right to the extent that such Participant was leditito exercise such Option or Stock AppreciatiqghRimmediately prior to his death.
Following the death of any Participant to whom asti@h was granted under the Plan, irrespectiveladther any Related Stock Appreciation
Right shall have theretofore been granted to thigdiaant or whether the person entitled to exeraisch Related Stock Appreciation Right
desires to do so, the Committee may, as an alteenaeans of settlement of such Option, elect totpahe person to whom such Option is
transferred as permitted by Section 10 of this Rfaem amount by which the Market Value per Sharéherdate of exercise of such Option
shall exceed the exercise price of such Optiontiptigld by the number of Shares with respect tocltsuch Option is properly exercised.
Any such settlement of an Option shall be consudiareexercise of such Option for all purposes efRhan.

(iv) Notwithstanding the provisions of subparagrafilh through (iii) above, the Committee may, msble discretion, establish different tei
and conditions pertaining to the effect of termioiato the extent permitted by applicable federal atate law.

(b) Restricted Stock. Except as otherwise providetlis Plan, if a Participant ceases to maintaant®iuous Services for any reason (other
than death, total or partial disability or Retirerjaunless the Committee, in its sole discretidrallsotherwise determine, all shares of
Restricted Stock theretofore awarded to such Raatit and which at the time of such terminatiolCohtinuous Service are subject to the
restrictions imposed by paragraph (c)(i) of Sec&ashall upon such termination of Continuous Sertie forfeited and returned to the
Company. Unless the Committee, in its sole disocretshall otherwise determine, if a Participantsesao maintain Continuous Service by
reason of death, total or partial disability oriRehent, all shares of Restricted Stock theretofavarded to such Participant and which at the
time of such termination of Continuous Servicesarject to the restrictions imposed by paragraji) @ Section 5 shall upon such
termination of Continuous Service be free of refitns and shall not be forfeited.



(c) Performance Awards. In the event that a Pasiti to whom a Performance Award has been grahttcease to maintain Continuous
Service for any reason, the rights of such Paditir any person to whom the Award may have beersferred as permitted by Section 10
shall be governed by the terms of the Plan andpipdicable Award Agreement.

7. Adjustments Upon Changes in Capitalizationhimévent of any change in the outstanding Shakeseguent to the effective date of the
Plan by reason of any reorganization, recapitatimastock split, stock dividend, combination ockange of shares, merger, consolidation or
any change in the corporate structure or Shartleed€ompany, the maximum aggregate number and afatsres and exercise price of the
Award, if any, as to which Awards may be grantedarrthe Plan and the number and class of sharesxandise price of the Award, if any,
with respect to which Awards have been granted utidePlan shall be appropriately adjusted by tbm@ittee, whose determination shall
be conclusive. Any Award which is adjusted as altasf this Section 7 shall be subject to the sa@strictions as the original Award.

8. Effect of Merger on Options and Stock AppreciatRights. In the case of any merger, consolidatiocombination of the Company (other
than a merger, consolidation or combination in \Wwhlte Company is the continuing corporation andctvltioes not result in the outstanding
Shares being converted into or exchanged for diffesecurities, cash or other property, or any éoatlon thereof), any Participant to whom
an Option or Stock Appreciation Right has been @d@ushall have the additional right (subject tophavisions of the Plan and any limitation
applicable to such Option or Stock AppreciationiRjgthereafter and during the term of each suctio@wr Stock Appreciation Right, to
receive upon exercise of any such Option or Stoglréciation Right an amount equal to the exceslefair market value on the date of
such exercise of the securities, cash or othergotppor combination thereof, receivable upon smehger, consolidation or combination in
respect of a Share over the exercise price of Stiwtk Appreciation Right or Option, multiplied Byetnumber of Shares with respect to
which such Option or Stock Appreciation Right slgll’e been exercised. Such amount may be paydlyiénfgash, fully in one or more of
the kind or kinds of property payable in such mergensolidation or combination, or partly in castd partly in one or more of such kind or
kinds of property, all in the discretion of the Quittee.

9. Effect of Change in Control. Each of the evespscified in the following clauses (i) through)(idif this Section 9 shall be deemed a
"change of control": (i) any third person, includia "group” as defined in Section 13(d)(3) of tlee8ities Exchange Act of 1934, as
amended, shall become the beneficial owner of shafrthe Company with respect to which 25% or madrihe total number of votes for the
election of the Board of Directors of the Compargyrbe cast, (ii) as a result of, or in connectidgtihwany cash tender offer, merger or other
business combination, sale of assets or conteltetiom, or combination of the foregoing, the p&asavho were directors of the Company
shall cease to constitute a majority of the Bodmicectors of the Company, or (iii) the stockhaisief the Company shall approve an
agreement providing either for a transaction incliithe Company will cease to be an independenigiyfawned corporation or for a sale or
other disposition of all or substantially all thesats of the Company. Upon a change in controéssrthe Committee shall have otherwise
provided in the applicable Award Agreement, anyriesons or vesting period with respect to anystamding Awards shall lapse and all such
Awards shall become fully vested in the Particiganivthom such Awards were awarded; provided, howekiat no Award which has
previously been exercised or otherwise terminaledl become exercisable.

10. Assignments and Transfers. No Award grantectutice Plan shall be transferable otherwise thawibbyr the laws of descent and
distribution, except that an Award other than asehtive Stock Option may be transferred pursuaatdqaalified domestic relations order or
by gift to any member of the Participant's immeali@mily or to a trust for the benefit of one ormmof such
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immediate family members. During the lifetime of &award recipient, an Award shall be exercisableydn the Award recipient unless it has
been transferred as permitted hereby, in which itaall be exercisable only by such transferee.the purpose of this Section 10, a
Participant's "immediate family" shall mean thetRgrant's spouse, children and grandchildren.

11. Employee Rights Under the Plan. No person $laai a right to be selected as a Participanthasing been so selected, to be selected
again as a Participant and no officer, employegtlver person shall have any claim or right to tntgd an Award under the Plan or under
any other incentive or similar plan of the Companwny Affiliate. Neither the Plan nor any acti@kén thereunder shall be construed as
giving any employee any right to be retained ineh®loy of or serve as a director or advisory doeof the Company or any Affiliate.

12. Delivery and Registration of Stock. The Compsaiopligation to deliver Shares with respect tdAarard shall, if the Committee so
requests, be conditioned upon the receipt of eesgmrtation as to the investment intention of théidiaant to whom such Shares are to be
delivered, in such form as the Committee shalleitee to be necessary or advisable to comply vighprovisions of the Securities Act of
1933, as amended, or any other federal, statecal $ecurities legislation. It may be provided thiay representation requirement shall
become inoperative upon a registration of the Sharether action eliminating the necessity of stggresentation under such Securities Act
or other securities legislation. The Company shailbe required to deliver any Shares under the ptiar to (i) the admission of such Shares
to listing on any stock exchange on which Shareg timen be listed, and

(i) the completion of such registration or otheatification of such Shares under any state orrfddaw, rule or regulation, as the committee
shall determine to be necessary or advisable.

13. Withholding Tax. Upon the termination of thetrected period with respect to any shares of Rastt Stock (or at any such earlier time, if
any, that an election is made by the Participadeu®section 83(b) of the Code, or any successatigiom thereto, to include the value of s
shares in taxable income), the Company shall haeight to require the Participant or other pensmeiving such shares to pay the Com;
the amount of any taxes which the Company is reduio withhold with respect to such shares, olieinthereof, to retain or sell without
notice, a sufficient number of shares held by itager the amount required to be withheld. The Camypshall have the right to deduct from
all dividends paid with respect to shares of Retgd Stock the amount of any taxes which the Comparequired to withhold with respect
such dividend payments.

The Company shall have the right to deduct fronaiadbunts paid in cash with respect to the exerfiseStock Appreciation Right under the
Plan any taxes required by law to be withheld wétspect to such cash payments. Where a Partiaiyparther person is entitled to receive
Shares pursuant to the exercise of an Option akSkppreciation Right pursuant to the Plan, the @any shall have the right to require the
Participant or such other person to pay the Complamamount of any taxes which the Company is reduio withhold with respect to such
Shares, or, in lieu thereof, to retain, or selhwiit notice, a number of such Shares sufficieebter the amount required to be withheld.

All withholding decisions pursuant to this Sectithishall be at the sole discretion of the Committethe Company.
14. Amendment or Termination.

(a) Subject to paragraph (b) of this Section 1d,Bbard of Directors of the Company may amendr,atespend, discontinue, or terminate the
Plan at any time without the consent of sharehsldeParticipants, except that any such actionheilsubject to the approval of the
Company's shareholders if, when and to the exteit shareholder approval is necessary or requined f
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purposes of any applicable federal or state lavegulation or the rules of any stock exchange toraated quotation system on which the
Shares may then be listed or quoted, or if the @o&Directors of the Company, in its discretiortefmines to seek such shareholder
approval.

(b) Except as otherwise provided herein, the Cotemitnay waive any conditions of or rights of then(pany or modify or amend the terms
of any outstanding Award. The Committee may notydner, amend, alter, suspend, discontinue or textmiany outstanding Award without
the consent of the Participant or holder thereatept as otherwise herein provided.

15. Effective Date and Term of Plan. The Plan sbatiome effective upon its adoption by the BoarBioéctors of the Company, subject to
the approval of the Plan by the shareholders oCivapany. It shall continue in effect for a termiléfyears unless sooner terminated under
Section 14 hereof.

10
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JESSICA J. STRUVE, Account Services "Working inumnbers-focused industry, | believe a company'sesgstill comes from its people.

That's why | am proud to be part of the First Migtviamily. We know that a handshake and smile,@lwith the financial services we
provide, can make life a little easier for our cunsérs."

Fun Fact: Recently accepted a marriage proposéd¢witrking at our bank's dri-up window.
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(Dollars in Thousands except Per Share Data)

AT SEPTEMBER 30
Total assets ......ccccceeeeierenns $77
Total loans, net ..
Total deposits ........... 43
Shareholders' equity ............... 4
Book value per common share ........
Total equity to assets .............

FOR THE FISCAL YEAR
Net interest income
Net income .........ccoceeevvnnnn.

Diluted earnings per share ......... $
Return on average assets
Return on average equity
Net yield on interest-earning assets

[THE FOLLOWING TABLES WERE REPRESENTED BY BAR CHART S IN THE PRINTED MATERIAL.]

$511 $506 $523 $608 $772 $303 $325 $333 $

99 00 01 02 03 99 00 O1

TOTAL ASSETS
In Millions

TOTAL LOANS, NET
In Millions

FINANCIAL HIGHLIGHTS

CONTENTS
2003 2002 2001 2000 19
2,285 $607,648 $523,183 $505,590 $511,2
9,692 341,937 333,062 324,703 3030
5,553 355,780 338,782 318,654 304,7
3,031 44588 43,727 40,035 39,7
17.25 $ 1806 $ 17.71 $ 16.48 $ 15.

5.57% 7.34%

8.36% 7.93% 7.

5,728 $13,700 $12,833 $14,177 $135

3,397 2,157
136 $ 087 $
AT% .38%
7.57% 4.95%
2.31% 2.56%

342 $350 $305 $319 $339 $356 $436 $2.6

02 03 99 00 01 02 03
TOTAL DEPOSITS

In Millions In Mil

The Company and its subsidiaries exceed regulatypital requirements.

Banks are Members FDIC and Equal Housing Lenders.

1,910 2,328 2,6

078 $ 093 $ 1.
.37% 46% .
4.57% 5.98% 6.
2.59% 2.86% 2.

$2.3 $1.9 $2.2 $3.4

NET IN COME

lions



LETTER TO SHAREHOLDERS

TO OUR SHAREHOLDERS

2003 WAS A STRONG YEAR FOR OUR COMPANY. FIRST MIDV8E FINANCIAL, INC.'S EARNINGS ROSE 57 PERCENT
DURING THE FISCAL YEAR. NET INCOME WAS $3.4 MILLIONDR $1.36 PER DILUTED SHARE FOR THE FISCAL YEAR ERD
SEPTEMBER 30, 2003 COMPARED TO $2.2 MILLION OR $DBER DILUTED SHARE THE PREVIOUS YEAR. THE 57 PEREE
JUMP IN EARNINGS FOLLOWS A 13 PERCENT INCREASE THHIREVIOUS YEAR.

Net interest income rose 15 percent, or more ti2zamilion, compared to the previous fiscal yearat-to-deposit interest rate spreads were
wider in 2003 due, in part, to our 34 percent gloimtlow-cost deposit balances (checking, moneyketaand savings accounts) and 44
percent growth in originated commercial loans.

Total deposit balances grew 22 percent, or $80anijlko total $436 million at year end. The Compariive-year deposit trends are most
telling:

118 percent increase in low-cost deposit balaned$8.5 percent increase in total deposit balari®@eth our low-cost and total deposit
balance growth outperformed the average deposiepegrowth for national commercial banks, savibgisks and total FDIC-insured
domestic deposits in 2003 and the last five yeBrs.(

[GRAPHIC OMITTED]
"Our goal is to make financial management easygfistomers through every life stage."

Our commitment to attract low-cost deposits haftedhthe percentage of low-cost funds from 22 petroé total deposits to 31.5 percent
during the past five years. The shift directly ioygs loan-to-deposit interest rate spreads ancheebahe Company's ability to cultivate
banking relationships that start from core services

[BAR CHART]

LOW -COST
DEPOSIT BALANCES
In millions

Low-cost deposits include
checking, money market, and
savings accounts.

[LINE GRAPH]

LOW -COST DEPOSIT BALANCES AS A
PERCENTAGE OF TOTAL DEPOSIT
BALANCES

As our concentration and volume of originated comuiaéloans increase, the Company benefits withréiteted deposit accounts, better loan-
to-deposit spreads, less interest rate sensitiaityl, more fee income. Originated commercial loaps/¢g53 million, or 44 percent during
fiscal 2003. This follows a 68 percent increas2df?2.



LETTER TO SHAREHOLDERS

FMFIB NAT NAB IAB

LOAN QUALITY AND ALLOWANCE COMPARISON

Delinquent Loans >30 Days to Total Loans ....... ... 057% NA NA NA
Non-Performing Loans to Total Loans ............ . ... 0.30% 0.84% 1.33% 0.91%
Non-Performing Assets to Total Assets ......... ... 0.28% 0.63% 0.84% 0.57%
Net Charge-Offs to Average Loans (Fiscal Year An nualized) .. 0.02% 0.32% 0.93% 0.19%
Allowance for Loan Losses to Total Loans ....... ... 1.42% 0.90% 1.81% 1.36%

FMFIB (First Midwest Financial, Inc. Banks) staitistare as of September 30, 2003. The most custatistics available for NAT (National
Average Thrift), NAB (National Average Bank), amdB (lowa Average Bank) are as of June 30, 2003r Bemip data, institutions with
assets greater than $100 million, is taken fromRDEC.

Credit quality ratios outpaced the Company's statknational peer group in 2003.(1)

Centralization and expansion are two words thatt describe our mortgage operation in 2003. We stliead mortgage lending processes
purchased new software to make getting home loasigrefor our customers, and more profitable farlzanks. Now customers can choose
from over 160 mortgage programs and customizedae 1o suit their needs. Plus, we are increasingnmutgage lending staff to make
service more responsive and personalized, so wanceease market share.

Start up costs associated with the mortgage operatid the new Des Moines and Urbandale, lowa Feanilities contributed to an increase
noninterest expense for fiscal 2003 compared t@ 208e Company opened its Urbandale banking offiddovember 2002. At September
2003, the new Urbandale office has attracted nae $28 million in deposits and is quickly becomingrofitable branch for the Company.

LOOKING AHEAD

Former South Dakota Congressman John Thune joinedaard of directors in January 2003. We are piéasnd honored to welcome him.
He brings a wealth of local, regional, and natiansaight that will benefit our customers, our bardsd First Midwest shareholders.

J. Tyler Haahr was promoted to president and apefating officer in October of this year. He jairiéirst Midwest's Board of Directors in
1992 and became an executive officer for First Midinand its affiliates in March 1997. Tyler's newgition reflects the leadership and
contributions he has provided to our people analtoorganization.

In recent years, the Company has focused primanilsnanaging credit quality, profitable growth, aticeamlining operations. These areas
still top of mind as we implement plans for the iéscal year.

2004 strategies include initiatives such as:

1. Maintain exceptional credit quality.

2. Increase low-cost deposits.

3. Establish more full-service commercial relatiuips.
4. Increase mortgage business and streamline apesat
5. Implement branch expansion plans.

On October 6, 2003 First Midwest announced a defenagreement with Manson State Bank (MSB) undeicikwMSB will acquire First
Federal's branch office in Manson, lowa. The tratisa is expected to close by January 31, 2004isaedbject to regulatory approval.

In July 2003, First Midwest announced its intentiomepurchase up to 150,000 shares or approxiynateércent of the Company's
outstanding shares during the following twelve nhignSince initiating its first stock repurchasegreom in 1994, the Company has invested a
total of $14.7 million in the repurchase of morartiL million shares. The Company's stock repurchesgram confirms that we believe
"CASH" is an attractive investment.

First Midwest Financial is a company of people redpeople. It is that simple. Our goal is to méikancial management easy for customers
through every life stage. We know banking is net pbout money. It is about making money work sstamers have more time for what is
really important in life. Our team remains dedichte increasing shareholder value and enhancingngturn. Thank you for your investment
in First Midwest Financial.



/sl James S. Haahr /sl J. Tyler Haahr

JAMES S. HAAHR J. TYLER HAAHR
Chai rman of the Board & CEO Presi dent & COO

(1) Based on reports distributed by the FDIC.
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COMPANY STRUCTURE

First Services Trust Company | First Midwest Financial
| Capital Trust

First Federal Savings Bank ----------------- Fir st Services Security State Bank
of the Midwest Finan cial Limited
I
I
I I I I
First Federal Storm Lake/ Brookings Federal Bank lowa Savings Bank  First Federal Sioux Falls
Northwest lowa Division Division Division Division

COMPANY PROFILE

First Midwest Financial, Inc. is a $772 million Bamolding company for First Federal Savings Bankhef Midwest and Security State Bank.
Headquartered in Storm Lake, lowa, the Company edad from mutual ownership to stock ownership983. Its primary business is
marketing financial deposit and loan products t@ntlke needs of retail bank customers.

First Midwest operates under a super-community imgnghilosophy that allows the Company to grow whmaintaining 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/Northwest lowa, Brookings
Federal Bank, lowa Savings Bank, and First Fed&imlx Falls. Security State Bank operates as a-startered commercial bank. Sixteen
offices support customers in Brookings and SiouisF&outh Dakota, and throughout central and megt lowa.

First Services Trust Company, a subsidiary of Mitistwest Financial, Inc., provides professionaktrservices to bank customers. First
Midwest Financial Capital Trust, also a wholly-owinrubsidiary of First Midwest, was establisheduly 2001 for the purpose of issuing
Company Trust Preferred Securities. First Senidrancial Limited, a subsidiary of First FederaliBgs Bank of the Midwest, is a full-
service brokerage operation that offers a wide @afgioninsured investment products to customeough LaSalle St. Securities, LLC.

COMPANY HISTORY

1954 Storm Lake Savings and Loan Association wastgd a charter by the State of lowa. Founder,|&tah Haahr, invested $2,000 of his
personal savings and raised another $8,000 framds to meet the $10,000 capital requirement. iFsedffice was equipped with a desk, a
cash box, and a borrowed vault in the back of Mrakt's Buena Vista Abstract and Mortgage business.

1955 The Association applied for a Federal Cha8tan Haahr collected deposits from one hundreadis to meet the required number of
deposit accounts.

1957 The Association was converted to a Federalt@hand named First Federal Savings and Loan Aatsore of Storm Lake (FFSLASL).
1971-1981 The Association maintained a subsidi@ojpnial Service Corporation, for the purpose oking consumer loans.

1973 Branch opened in Sac City, lowa.

1975 Branches opened in Manson, Laurens, Odebslt ake View, lowa.

1977-1981 The Association maintained a mortgag&ibgroperation, First Services Mortgage CorporatinrSioux Falls and Rapid City,
South Dakota.

1979 Storm Lake Plaza branch oper



1983 First Services Financial Limited, a subsidigiryhe Association, was incorporated to serve fadl-@ervice brokerage operation that
offers a wide range of noninsured investments thindLaSalle St. Securities, LLC.

1993 FFSLASL became First Federal Savings BankeMidwest, a subsidiary of First Midwest Finangclat. (FMFI). First Federal
changed from a mutual savings institution to a jputdmpany through its association with FMFI. 1.8lion shares of FMFI stock were
issued at $10.00 per share ($6.67 per share spiitledjusted) and began trading on the NASDAQ urtde symbol "CASH."

1994 Brookings Federal Bank in Brookings, South @akvas purchased.

1995 lowa Savings Bank in Des Moines, lowa was fpased.

1996 Security State Bank in Stuart, lowa was pwseta

1997 lowa Savings Bank opened its second offié¥@st Des Moines, lowa.

2000 First Federal opened a new bank in Sioux Fatisth Dakota.

2001 lowa Savings Bank opened its third office esoines, lowa.

2002 lowa Savings Bank built a new main office ifb&hdale, lowa, the fourth facility in the Des Megnarea.

First Services Trust Company, a subsidiary of tben@any, was established in Sioux Falls, South Cakidte South Dakota charter allows
the Company's customers to benefit from some ofrtbst favorable trust and tax laws in the nation.

2003 First Federal Savings Bank leased land fercared Sioux Falls bank location. Keep reading forer2003 highlights.
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STANLEY H. HAAHR, Founder "It's been nearly 50 ygaince we hung our shingle above the door. In iifgest dreams, | didn't image @
little $10,000 shop would become what it is todayuess that's what happens when you are honestoanthke care of people. I'm proud to
be associated with such a fine organization, asstomer and an investor."

Fun Facts: Recently celebrated his 88th birthdath anly one candle on the cake. Still follows "CASdaily.
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BANK HIGHLIGHTS

BANK EASY. LIVE LIFE.
Making life easier for you.

BANKING IS MORE THAN SIMPLY DEPOSITS AND LOANS. MUC H MORE.

OUR COMPANY MAKES FINANCIAL MANAGEMENT EASY FOR CUSOMERS THROUGH EVERY LIFE STAGE. THAT IS
BECAUSE WE KNOW BANKING IS NOT JUST ABOUT MONEY. ITS ABOUT YOU. A GREAT BANK GIVES YOU CHOICES, AN
HAS PEOPLE READY TO WORK WITH YOU EVERY STEP OF THEAY. OUR COMPANY PUTS YOUR MONEY TO WORK, NO
MATTER WHERE YOU ARE IN LIFE, SO YOU HAVE LESS WORRS AND MORE TIME FOR WHAT IS REALLY IMPORTANT...
LIVING LIFE.

HOW CAN WE MAKE MONEY MANAGEMENT EASIER FOR YOU?

PERSONAL FINANCIAL SERVICES Agr icultural Lending INVESTMENT AN D
Checking Choices Con sumer Lending INSURANCE SER VICES(1)
Online Express Check Reorder Lin es of Credit Stocks
Online Banking Rea dy Reserve Bonds
Online Bill Payment 24- Hour Online Loan Applications Mutual Funds
QUICKbank 24-Hour Telebanking Cre dit Cards Fixed and Var iable Annuities
Overdraft Protection Ret irement Planning Life Insuranc e
Privileged Status PhotoSecure QUICKcard Cre dit Life and Disability Insurance  Disability In surance
Privileged Status ATM Card Dir ect Deposits Long-term Car e Insurance
Money Market Aut omatic Payment Retirement PI anning
Silver Savings Saf e Deposit Boxes Tax-advantage d Investments
Moola Moola Kids Savings Club Not ary Service and Signature Guarantee
TRUST SERVICE S
Certificates of Deposit Tra velers Cheques
Trust and Est ate Planning
Switch Kit Cas hier's Checks
Investment Ma nagement Services
Commercial Lending Ame rican Express Gift Checks
Custody Servi ces
Mortgage Lending Int eractive Web Sites
Retirement PI anning
Employee Bene fit Services

(1) Non-traditional bank products offered througiSlalle St. Securities, LLC are not FDIC insured,are they guaranteed by the banks of
First Midwest or any affiliate.
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RHONDA KIMBLE, Vice President and Residential LengiManager "People helping people is a core philbgahat helps our team do the
right things right. From first-time homebuyer pragrs to new construction and refinances, we offaertttan 160 mortgage loan programs
that can be customized to suit your needs."

Fun Fact: Started fun-thing-of-the-month programNbvember team members mailed care packages tdarddps overseas.
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LARRY RINGGENBERG, Vice President "Agriculture iscanstantly changing industry, and an integral parhidwestern life. It is exciting
to be part of an organization that is committetietping our ag customers succeed."

Fun Facts: Serves as chairman of the South Dalam&dds Ag Credit Committee. Once caught a 17 pdmodn trout.
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BANK HIGHLIGHTS

BANK EASY. LIVE LIFE.
Making business easier for you.

IN TODAY'S DOG-EAT-DOG WORLD IT TAKES MORE THAN JUBHARD WORK TO RUN A SUCCESSFUL BUSINESS. YOU
NEED THE RIGHT PEOPLE, THE RIGHT PRODUCT, AND THEGHT LOCATION. NOW, MORE THAN EVER, YOU ALSO NEEI
THE RIGHT FINANCIAL PARTNER.

FROM INVENTORY AND REAL ESTATE LOANS TO ONLINE CASHMANAGEMENT AND AUTOMATED PAYROLL SERVICES,
OUR HOMETOWN KNOW-HOW AND BIG BANK RESOURCES CAN GE YOUR BUSINESS THE FINANCIAL BACKING IT
NEEDS TO REACH ITS TRUE POTENTIAL. LET US ROLL UPUR SLEEVES AND WORK WITH YOU EVERY STEP OF TH
WAY. WE KEEP IT SIMPLE SO YOU HAVE MORE TIME AND MG&E MONEY TO GET DOWN TO BUSINESS.

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

BUSINESS FINANCING SERVICES CASH MANAGEMENT SOLUTIONS OTHER SERVICES

Commercial Real Estate Loans Business Advanta ge Checking

Lines of Credit Monthly, Quarter
Term Loans Business Money M

Interest Advanta
Non-Profit En
Construction Lending

Online Balance a
Management Buyouts

Loan and Investm
Employee Stock Ownership Plan
Zero Balance Acc

Equipment Financing

Financing
Online Services
Specialized Industries
Automated Cleari
Small Business Administration
(SBA) Lending Automated Payrol

Beginning Farmer Loan Programs  Domestic and Int
Crop Loans and Insurance Transfers

Livestock Loans Federal Tax Paym
Alternative Lending Options Ready Reserve Ov

Letters of Credit Cash Concentrati

Business Retirement Plannin g

ly, or Annual Analysis Personal Trust Services

arket Accounts Merchant Credit Card Proces sing
ge Accounts for Business Credit Cards
tities

Online Business Resource Ce nter
nd Activity Reporting

Business and Cash Managemen t
ent Sweeps

Planning
ounts

Interactive Web Sites
and Administration

nghouse Origination
| Services

ernational Wire

ents
erdraft Protection

on Services
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BANK HIGHLIGHTS

BANK EASY. LIVE LIFE.
Making life better in our communities.

WE HAVE A SPECIAL CONNECTION TO OUR COMMUNITIES JUSBY THE NATURE OF OUR BUSINESS. LENDING MONEY
FOR A FIRST HOME, A NEW BUSINESS, AND OTHER LIFE EBNTS IS ONE WAY OUR BANKS WORK TO ENHANCE PEOPLE'S
LIVES.

OUR COMPANY ACTIVELY PARTICIPATES IN THE FEDERAL COIMUNITY REINVESTMENT ACT (CRA) TO MEET THE
CREDIT NEEDS IN OUR COMMUNITIES. THAT MEANS YOUR IMESTMENTS WITH US ARE REINVESTED RIGHT BACK INTO
OUR NEIGHBORHOODS TO MAKE THEM A BETTER PLACE TO VE, WORK, AND PLAY.

VOLUNTEERISM

Through our Volunteer of the Year program, we emage every employee to become actively involvecbimmunity improvement progran
This year alone, employees volunteered 14,000 hoursore than 550 community projects. From spongoybuth sports teams and provid
volunteer coaches to feeding those in need, oupaogndedicates financial resources and employeattid make our communities stronger.

BANK OF PROMISE

Each of our banks is recognized as a Bank of Pearkiie are dedicated to building the character antbetence of our nation's youth by
fulfilling five promises:

1 CARING ADULTS - Provide ongoing relationships itaring adults, parents, mentors, tutors or caache
2 SAFE PLACES - Provide safe places with structwretilvities during nonschool hours.

3 HEALTHY START AND FUTURE - Provide adequate ntitrin, health care and health education.

4 MARKETABLE SKILLS - Increase marketable skillsrttugh effective education.

5 OPPORTUNITIES TO SERVE - Provide opportunitiegitee back through community service.
TOUCHDOWN SCHOLARSHIPS

Our company partners with local schools to prowdeolarships to high school seniors who typify &xatlip, community and school
involvement, and scholastic achievement. Each fyeabank contributes to the Touchdown ScholarshipdFeach time a touchdown is made
for our community school teams during home foothalines. The scholarship amount ranges from a mmimfu$250 to $1,000 for each
student. We have awarded more than $18,500 in adiips to 50 area students who are interestadtimefr education.

SCHOOL EDUCATION PROGRAMS

In collaboration with the American Bankers AssadoiatEducation Foundation and local schools, ourleyges have taught more than 180
financial education lessons to more than 6,00@ ot from preschool through high school. Theseag@opriate lessons help teach children
basic money management skills. We are proud tcsirimethe future of our youth by teaching them hHownake smart financial decisions.

CHARITY COOKOUTS

Charity Cookouts are held throughout our bank comitras each Fall. For the past eight years, thé Ihas provided food, entertainment, :
prizes for customers and friends. Together, we haised more than $53,000 for local fire departmectmmunity playgrounds, the United
Way and other charities in need.

COMMITMENT

We remain committed to these and other communitygered programs that make life better for our neggh and friends. When you get right
down to it, we are in the business of helping peoPlur success comes from the efforts of talenéegle working together to do the ri¢



things right--for our customers, for our commurstiand for each other.
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2003 ANNUAL REPORT
[GRAPHIC OMITTED]

KATHY M. THORSON, Vice President "We have busineasiking services that can help customers manageflcas fund operations, and
better serve their employees. Just as importanhave the hands-on service they deserve. Custararralk with us and get answers."

Fun Facts: Enjoys rollerblading with her daughfaative board member and past president of RotamgiNia Sioux Falls.
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2003 ANNUAL REPORT
[GRAPHIC OMITTED]

LISA RICHMOND-KIRBY, Trust Officer "First Servicerust Company provides a full range of trust sesito customers at all bank office
locations. Thanks to its South Dakota charter,austomers benefit from some the most favorable tmd tax laws in the nation."

Fun Facts: Is an energetic room mother in bothdheghters' classes at school. Serves on the Qfigdren and the Children's Home Society
Boards to enhance the lives of Sioux Falls children
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FIRST FEDERAL SAVINGS BANK OF THE MIDWEST

[GRAPHIC OMITTED] [GRAPHIC OMITTED]

First Federal Storm Lake, Brookings Federal
Main Office Main Office
FIRST FEDERAL BROOKINGS FEDERAL
STORM LAKE/NORTHWEST DIVISION
IOWA DIVISION
MAIN OFFICE
MAIN OFFICE 600 Main Avenue
Fifth at Erie P.O. Box 98
P.O. Box 1307 Brookings, South D

605.692.2314
800.842.7452
605.692.7059 fax

brookingsfed.com

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 First Federal Siou
712.732.6655 Main Office
712.732.7924 fax

[GRAPHIC OMITTED]

FIRST FEDERAL

LAKE VIEW SIOUX FALLS DIVISI
Fifth at Main
P.O. Box 649 MAIN OFFICE

2500 South Minneso
Sioux Falls, South
605.977.7500
605.977.7501 fax

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

12th AT ELMWOOD
(coming soon)
2104 West 12th Str
Sioux Falls, South
605.336.8900

MANSON 605.336.8901 fax
11th at Main firstfedsf.com
P.O. Box 130

FIRST SERVICES FIN
and FIRST SERVICES

Manson, lowa 50563

712.469.3319

712.469.2458 fax
Investment(1) and

ODEBOLT available at all b

219 South Main Street

P.O. Box 465 (1) Non-traditio

Odebolt, lowa 51458 through LaSa

712.668.4881 are not FDIC

712.668.4882 fax guaranteed b
Midwest or a

SAC CITY

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

OFFICE LOCATIONS

SECUR
[GRAPHIC OMITTED] [GRA
Bank, lowa Savings Bank, Secu
Main Office Main
BANK IOWA SAVINGS BANK DIVISION  MAIN
615
MAIN OFFICE P.O.
4848 86th Street Stua
Urbandale, lowa 50322 515.
515.309.9800 800.
akota 57006  515.309.9801 fax 515.
HIGHLAND PARK CASE
3624 Sixth Avenue 101
Des Moines, lowa 50313 P.O.
515.288.4866 Case
515.288.3104 fax 641.
800.
x Falls, INGERSOLL 641.

3401 Ingersoll Avenue
Des Moines, lowa 50312 MENL

515.274.9674 501
ON 515.274.9675 fax P.O.
Menl
WEST DES MOINES 641.
ta Avenue 3448 Westown Parkway esec

Dakota 57105 West Des Moines, lowa 50266
515.226.8474
515.226.8475 fax
iowasavings.com

eet
Dakota 57104

ANCIAL LIMITED
TRUST COMPANY

trust services are
ank locations. [GRAPHIC OMITT
nal bank products offered

lle St. Securities, LLC

insured, nor are they

y the banks of First

ny affiliate.
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ITY STATE BANK
PHIC OMITTED]

rity State Bank,
Office

OFFICE
South Division
Box 606

rt, lowa 50250
523.2203
523.8003
523.2460 fax

Y

East Logan
Box 97

y, lowa 50048
746.3366
746.3367
746.2828 fax

(0]

Sherman

Box 36

o, lowa 50164
524.4521
uritystate.com

ED]



First Midwest Financial, Inc. and Subsidiaries

SELECTED CONSOLIDATED FINANCIAL INFORMATION

SEPTEMBER 30,

SELECTED FINANCIAL CONDITION DATA
(In Thousands)

Total assets

Loans receivable, net

Securities available for sale

Excess of cost over net assets acquired, net
Deposits

Total borrowings

Shareholders' equity

YEAR ENDED SEPTEMBER 30,

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

Total interest income
Total interest expense

Net interest income
Provision for loan losses

Net interest income after provision for loan losses
Total noninterest income
Total noninterest expense

Income before income taxes
Income tax expense

Net income

2003

2002 2001 2000

$772,285
349,692
366,075
3,403
435,553
291,486
43,031

$607,648 $523,183 $505,590 $511

341,937 333,062 324,703
218,247 145,374 147,479
3,403 3,403 3,768 4
355,780 338,782 318,654
205,266 138,344 143,993
44,588 43,727 40,035

303
178

304
164

39

$35,179 $35,434 $38,224 $38,755 $35

19,451 21,734 25,391 24,578 22
15,728 13,700 12,833 14,177 13
350 1,090 710 1640 1

15,378 12,610 12,123 12,537 11
3,555 2,781 1,492 782 1
13,858 12,268 10,695 9,408 8
5075 3,123 2,920 3911 4
1,678 966 1,010 1583 1

$ 3,397 $ 2,157

$ 1910 $ 2328 $ 2

Earnings per common and common equivalent share:

Basic earnings per share
Diluted earnings per share

YEAR ENDED SEPTEMBER 30,

SELECTED FINANCIAL RATIOS
AND OTHER DATA
PERFORMANCE RATIOS
Return on average assets
Return on average shareholders' equity
Interest rate spread information:
Average during the year
End of year
Net yield on average interest-earning assets
Ratio of operating expense to average total ass

QUALITY RATIOS

Non-performing assets to total assets at end of
Allowance for loan losses to non-performing loa

CAPITAL RATIOS

Shareholders' equity to total assets at end of

Average shareholders' equity to average assets

Ratio of average interest-earning assets to ave
interest-bearing liabilities

OTHER DATA

Book value per common share outstanding
Dividends declared per share

Dividend payout ratio

Number of full-service offices

$ 137 $ 088 $ 079 $ 095 $
$ 136 $ 087 $ 0.78 $ 093 $

0.47% 0.38% 0.37% 0.46%
7.57% 4.95% 4.57% 5.98%
2.18% 2.37% 2.24% 2.46%
1.90% 2.53% 2.21% 2.32%
231% 2.56% 2.59% 2.86%
ets 1.93% 2.16% 2.09% 1.85%
year 0.28% 0.58% 0.49% 0.34%
ns 492.75% 220.33% 240.02% 1,156.13%
period 5.57% 7.34% 8.36% 7.93%
6.25% 7.68% 8.17% 7.67%
rage
104.53% 104.86% 106.90% 108.02%

$17.25 $18.06 $17.71 $16.48
$ 052 $052 $ 052 $ 052

38%
16

14

59%

15

65%

55%
14

1999

,735

,641

1.07
1.04

0.54%
6.35%

2.51%
2.40%
2.91%
1.80%

0.66%
137.16%

7.78%
8.65%

108.39%

$15.86

$ 0.52
48%
13



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

First Midwest Financial, Inc. (the "Company" or r$tiMidwest") is a bank holding company whose pryrgubsidiaries are First Federal
Savings Bank of the Midwest ("First Federal") amst @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 stockrfaf ownership. On September 30, 1996, the Compangme a bank holding company in
conjunction with the acquisition of Security.

The Company focuses on establishing and maintaipimgrterm 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 theviing counties: Adair, Buena Vista,
Calhoun, Dallas, Ida, Guthrie, Pocahontas, Pol#d,%ac located in lowa, and the counties of Brookiaigd Minnehaha located in east central
South Dakota. The Company attracts retail depésits the general public and uses those deposgstiier with other borrowed funds, to
originate and purchase residential and commeramatgage loans, to make consumer loans, and togedinancing for agricultural and other
commercial business purposes.

The Company's basic mission is to maintain and meghaore earnings while serving its primary maget. As such, the Board of Directors
has adopted a business strategy designed to (itarathe Company's tangible capital in excesgftilatory requirements, (ii) maintain the
quality of the Company's assets, (iii) control @y 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&ments and the related notes included elsewleeeinh

The Company's total assets at September 30, 20@3%¥&2.3 million, an increase of $164.7 million23.1%, from $607.6 million at
September 30, 2002. The increase in assets wasrigh@rily to increases in securities availabledale and to a lesser extent in net loans
receivable, total cash and cash equivilants, anléiéé Home Loan Bank (FHLB) stock, and was fundgéhbreases in deposits and advances
from the FHLB, offset in part by a decrease in skies sold under agreements to repurchase.

The Company's portfolio of securities availabledale increased $147.9 million, or 67.8%, to $36é6illion at September 30, 2003 from
$218.2 million at September 30, 2002. The increaBects the purchase of mortgage-backed secuyrgir@narily with balloon maturities,
which have relatively short expected average lares limited maturity extension. (See Note 3 of NdteConsolidated Financial Statements.)

The Company's portfolio of net loans receivablegased by $7.8 million, or 2.3%, to $349.7 millanSeptember 30, 2003 from $341.9
million at September 30, 2002. Net loans receivaideeased as a result of the increased originati@mommercial and multi-family real
estate loans on existing and newly constructedepti@s and the increased origination of commetmiginess loans. In addition, the increase
reflects an increase in consumer loans. Converitareato four family residential mortgage loansloesd as existing originated and
purchased loans were repaid in amounts greatemiaroriginations retained in portfolio during theriod. (See Note 4 of Notes to
Consolidated Financial Statements.)

The Company's investment in FHLB stock increased $#llion, or 60.3%, to $10.9 million at Septemi3€&;, 2003 from $6.8 million at
September 30, 2002. The increase is due to anaisetlia the level of borrowings from the FHLB, whielyuire a calculated level of stock
investment based on a formula determined by theB=HL

Customer deposit balances increased by $79.8 milin22.4%, to $435.6 million at September 30,206m $355.8 million at September
30, 2002. The increase in deposits reflects th@iopeof a new office in Des Moines, lowa, and maragnt's continued efforts to enhance
deposit product design and marketing programs. Biepalances increased for noninterest-bearing ddraacounts, interest-bearing
transaction accounts, which include savings, NOWmaoney market demand accounts, and time cergficat deposit in the amounts of $5.5
million, $29.1 million, and $45.2 million, respegtly. Included in the increase in time certificabésleposit is a $61.0 million increase in
jumbo certificates of deposit. (See Note 7 of Nate€onsolidated Financial Statemen

The Company's borrowings from the Federal Home LBamk increased by $98.7 million, or 78.9%, to $328illion at September 30, 2003
from $125.1 million at September 30, 2002. The izdain securities sold under agreements to repsectiacreased by $12.5 million, or
17.8%, to $57.7 million at September 30, 2003 f&#0.2 million at September 30, 2002. The overaltéase in borrowings, in conjunction
with the increase in deposits, was used to fundrza sheet growth during the period. (See Notexl®af Notes to Consolidated Financial
Statements.



Shareholders' equity decreased $1.6 million, d¥31# $43.0 million at September 30, 2003 from $4lillion at September 30, 2002. The
decrease in shareholders' equity was primarilytduividends declared and an increase in unreal@esion securities available for sale in
accordance with SFAS 115, which was partially dffsenet earnings during the period. (See Notefl¥ades to Consolidated Financial
Statements.)

RESULTS OF OPERATIONS

The following discussion of the Company's resufteperations should be read in conjunction with $ieéected 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 thegeeate paid on interest-bearing liabilities.
The interest rate spread is affected by regulargnomic, and competitive factors that influenterest rates, loan demand, and deposit
flows. The Company, like other financial institut 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 ¢#é$et the costs associated with
establishing and maintaining these deposit accolmeddition, noninterest income is derived frdra ictivities of First Federal's wholly-
owned sub-
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First Midwest Financial, Inc. and Subsidiaries
MANAGEMENT'S DISCUSSION AND ANALYSIS

sidiary, First Services Financial Limited, whicheisgaged in the sale of various non-insured investrproducts as well as gains or losses on
the sale of loans and securities available for. $eing fiscal year 2002, the Company establidhiest Services Trust Company, a wholly-
owned subsidiary of First Midwest that providesasiety of professional trust services.

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

GENERAL

Net income for the year ended September 30, 2088ased $1,240,000, or 57.5%, to $3,397,000, frd/h5F,000 for the same period ent
September 30, 2002. The increase in net incomectsfan increase in net interest income, an inen@asoninterest income and a decrease in
provision for loan losses, which were partiallysaff by an increase in noninterest expense.

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

AT SEPTEMBER 30, 2003 2002 2001
WEIGHTED AVERAGE YIELD ON
Loans receivable 6.17% 7.02% 7.93%
Mortgage-backed securities available for sale 287 529 6.46
Securities available for sale 223 285 461
FHLB stock 3.00 3.00 4.08
Combined weighted average yield on interest-ear ning assets 442 6.16 7.27

WEIGHTED AVERAGE RATE PAID ON

Demand, NOW and money market demand deposits 0.83 1.27 2.06
Savings deposits 1.14 146 1.69
Time deposits 2.78 4.07 5.73
FHLB advances 3.40 5.46 5.76
Other borrowed money 1.71 236 7.07
Combined weighted average rate paid on interest -bearing liabilities 2.52 3.63 5.06
Spread 190 253 221

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 higheramdistg balances and that due to the levels and
volatility of interest rates. For each categorymérest-earning assets and interest-bearingiligisil information is provided on changes
attributable to

(i) changes in volume (i.e., changes in volume ipligid by old rate) and (ii) changes in rate (ichanges in rate multiplied by old volume).
For purposes of this table, changes attributablith rate and volume that cannot be segregateel heen allocated proportionately to the
change due to volume and the change due to rate.

YEAR ENDED SEPTEMBER 30, 2003 VS. 2002 2002 VS. 2001
Increase  Increase Total Incre ase Increase Total
(in Thousands) (Decrease) (Decrease) Increase (Decrea se) (Decrease) Increase
Due to Volume Due to Rate (Decrease) Due to Vol ume Due to Rate (Decrease)
INTEREST-EARNING ASSETS
Loans receivable $ 360 $ (1,575) $ (1,215) $ 8 74 $ (3,312) $ (2,438)
Mortgage-backed securities available for sale 4,876 (3,355) 1,521 2,4 27 (860) 1,567
Securities available for sale (84) (535) (619) 4 71)  (1,248) (1,719)
FHLB stock 72 (14) 58 ( 42) (158) (200)
Total interest-earning assets $ 5224 $ (5479) $ (255) $ 2,7 88 $ (5,578) $ (2,790)

INTEREST-BEARING LIABILITIES

Demand, NOW and money market deposits $ 236 $ (398) $ (162) $ 1 68 $ (904) $ (736)
Savings deposits 32 (63) (31) 57 (108) (51)
Time deposits 693  (3,468) (2,775) 26 (3,327) (3,301)
FHLB advances 2,414 (2,008) 406 @ 53) (29)  (482)
Other borrowed money 734 (455) 279 1,1 28 (215) 913
Total interest-bearing liabilities $ 4,109 $ (6,392) $ (2,283) $ 9 26 $ (4,583) $ (3,657)

Net effect on net interest income $ 1,115 $ 913 $ 2,028 $ 18 62 $ (995) $ 867
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First Midwest Financial, Inc. and Subsidiaries

MANAGEMENT'S DISCUSSION AND ANALYSIS

AVERAGE BALANCES, INTEREST RATES AND YIELDS

The following table presents for the periods intBdathe total dollar amount of interest income fraverage 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 loansbesreincluded in the table as loans carrying a yeid.

YEAR ENDED SEPTEMBER 30,

Average In
(Dollars in Thousands) Outstanding
Balance

INTEREST-EARNING ASSETS

Loans receivable (1) $ 343,879 $
Mortgage-backed securities
available for sale 288,560
Securities available for sale 38,623
FHLB stock 9,188
Total interest-earning assets 680,250 $
Noninterest-earning assets 37,737
Total assets $ 717,987

INTEREST-BEARING LIABILITIES
Demand, NOW and money market

demand deposits $ 95118 $
Savings deposits 17,239
Time deposits 273,214
FHLB advances 176,961
Other borrowed money 88,209
Total interest-bearing
liabilities 650,741 $
Noninterest-bearing:
Deposits 15,375
Liabilities 6,978
Total liabilities 673,094
Shareholders' equity 44,893

Total liabilities and
shareholders equity $ 717,987

Net interest income $
Net interest rate spread

Net yield on average
interest-earning assets

Average interest-earning assets
to average interest-bearing
liabilities 104.53%

(1) Calculated net of deferred loan fees, loandlists, loans in process and allowance for loarelss

NET INTEREST INCOME

2003 2002

terest Average Interest
Earned Yield Outstanding Earned Yield Out
/Paid /Rate Balance /Paid /Rate

24,099 7.01% $ 338,736 $ 25314 7.47% $

9,900 3.43 146,435 8,379 5.72
894 231 42,273 1,513 3.58
286 3.11 6,861 228 3.32

1,099 1.16% $ 74,656 $ 1,261 1.69% $
207 1.20 14,582 238 1.63

9,185 3.36 252,606 11,960 4.73
7,297 4.12 118,415 6,891 5.82
1,663 1.89 49,288 1,384 281

19,451 2.99% 509,547 $ 21,734 4.27%

10,105
3,501
523,153
43,526
$ 566,679 $
$ 24,758 $
15,728 $ 13,700
2.18% 2.37%
2.31% 2.56%
104.86%

Average Interest
standing Earned Yield
Balance /Paid /Rate

327,036 $ 27,752 8.49%

104,012 6,812 6.55
55,442 3,232 5.83
8,118 428 5.27

64,711 $ 1,997 3.09%
11,115 289 2.60
252,171 15,261 6.05
126,208 7,373 5.84
8,471 471 5.56

2.24%
2.59%

106.90%

Net interest income for the year ended Septembe2@IB increased by $2,029,000, or 14.8%, to $B500® compared to $13,699,000
the period ended September 30, 2002. The increaset interest income reflects a $145.9 milliorréase in the average balance of interest-

earning assets, which was partially offset by aekese in the net yield on average earning assets.

The net yield on average earning assets decreage81% for the period ended September 30, 2008 #&6% for the same period in 2002.
The decrease in net yield on average earning assstslue primarily to balance sheet growth durirgytear through the purchase of
securities available for sale funded primarily withrrowings, which provided a net interest spreaatively lower than the spread receivec
the Company's loans and deposits. The averagesttate spread between loans and deposits indreade29% for the fiscal year ended
September 30, 2003 from 3.53% for the previous.yEais increase reflects a reduction in the avecage of deposits due to an increase it
level of transactional deposit accounts and aressed percentage of originated commercial loarsattvely higher yields during the peric



INTEREST AND DIVIDEND INCOME

Interest and dividend income for the year endede®aiper 30, 2003 decreased $254,000, or 0.7%, td $3®00 from $35,433,000 for the
same period in 2002. The decrease is due primtardy$1,215,000 decline in interest income froom$oeeceivable as a result of a decrease in
the average yield on these assets during the parmidecrease was partially offset by a $902,86fease in interest income on securities
available for sale due to a higher average balahtteese assets during the period.

INTEREST EXPENSE

Interest expense decreased $2,283,000 or 10.5849td51,000 for the year ended September 30, 20868$21,734,000 for the same period
in 2002. Interest expense was reduced due primardy$2,968,000 decrease in interest expensemosiig as a result of a decline in the
average rates paid on deposits during the peribe.dEcrease was partially offset by a $685,00@asw in interest expense on FHLB
advances and other borrowings due to an increabe iaverage balance outstanding during the period.
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First Midwest Financial, Inc. and Subsidiaries
MANAGEMENT'S DISCUSSION AND ANALYSIS
PROVISION FOR LOAN LOSSES

The provision for loan losses for the year endguteSaber 30, 2003 was $350,000 compared to $1,096¢0@he same period in 2002.
Management believes that, based on a detailedwenfithe loan portfolio, historic loan losses, @ntreconomic conditions, and other factors,
the current level of provision for loan losses, #melresulting level of the allowance for loan Esgeflects an adequate allowance against
probable losses from the loan portfolio at sucke dat

Economic conditions in the agricultural sectorted Company's market area are currently stablealiregroved commaodity prices. The
agricultural economy is accustomed to commoditgefiuctuations 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 increasgdl@@ance for loan losses through increased clsagprovision for loan losses.

During recent years, the Company has increasedigmation and purchase of multi-family and comaigirreal 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 lendaugivity is considered to carry a higher levetisk due to the nature of the collateral and
size of individual loans. As such, the Companyd@jpéites 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 agemaivhich 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 $774,000, or 27t8%3,555,000 for the year ended September 3@ #0fh $2,781,000 for the sar

period in 2002. The increase in noninterest incoeflects a $168,000 increase in service chargdsatetl on deposit accounts, and a
$334,000 increase in gain on sales of loans. Ttrease also reflects a gain on sale of securitieikable for sale in the amount of $243,000
during fiscal 2003 compared to a gain on sale 6{@®0 in the previous year. Other noninterest ireamsreased $177,000 for the year ended
September 30, 2003 compared to the previous yeapdumarily to a gain on the sale of a buildingfierly used as a driveyp branch facility

NONINTEREST EXPENSE

Noninterest expense increased by $1,590,000, 684,30 $13,858,000 for the year ended Septembe2®IB from $12,268,000 for the sa
period in 2002. The increase in noninterest experisaarily reflects the costs associated with opgmew offices during the period. In
November 2001, the Company opened its third Desbgjilowa, location and in November 2002, the Cammgened its newly construct
facility in Urbandale, lowa, which serves as therpany's Des Moines area main office. Noninterepeage also increased by $501,000 due
to prepayment fees associated with the early extsignent of FHLB advances that were repaid in aactjon with the sale of securities
available for sale and early repayments receiveldams.

INCOME TAX EXPENSE

Income tax expense increased by $712,000, or 730/%4,,678,000 for the year ended September 3@ #0tn $966,000 for the same per!
in 2002. The increase in income tax expense raflbet increase in the level of taxable income betwhe comparable periods.

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

GENERAL

Net income for the year ended September 30, 2082ased $247,000, or 12.9%, to $2,157,000, frod1B1000 for the same period enc
September 30, 2001. The increase in net incomectsflncreases in net interest income and nonsttareome, which were partially offset
an increase in noninterest expense and an incireéise provision for loan losses.

NET INTEREST INCOME

Net interest income for the year ended Septembe2@IR increased by $866,000, or 6.7%, to $13,8@0¢dmpared to $12,833,000 for
period ended September 30, 2001. The increasd inteeest income reflects a $39.7 million increasthe average balance of interest-
earning assets. The net yield on average earnggjsadecreased slightly to 2.56% for the periocdrgkptember 30, 2002 from 2.59%



the same period in 2001. The average interesspaad increased to 2.37% for the fiscal year eSdgdember 30, 2002 from 2.24% for the
previous year. This increase reflects a reductiathé average cost of deposits due to an increatbe ilevel of transactional deposit accounts
and an increased percentage of originated comnhéoaias at relatively higher yields during the peli

INTEREST AND DIVIDEND INCOME

Interest and dividend income for the year endede®aiper 30, 2002 decreased $2,791,000, or 7.3%35@$3,000 from $38,224,000 for the
same period in 2001. The decrease is due printardy$2,438,000 decline in interest income froom$oeeceivable as a result of a decrease in
the average yield on these assets during the peénadidition, 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, 2062$25,391,000 for the same period
in 2001. Interest expense was reduced due to 88000 decrease in interest expense on depostsessilt primarily of a decline in the
average rate paid on deposits during the perioddtition, interest expense was reduced by $482)6FHLB 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 detailedwenfihe loan portfolio,
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historic loan losses, current economic conditiamsl other factors, the current level of provisionlban losses, and the resulting level of the
allowance for loan losses, reflects an adequabevatice against probable losses from the loan piordio such date.

NONINTEREST INCOME

Noninterest income increased by $1,289,000, ord86td $2,781,000 for the year ended September@®I #om $1,492,000 for the sat
period in 2001. The increase in noninterest incosflects a $421,000 increase in gain on salesasfd@and a $566,000 increase in the
accretion of income from bank owned life insurangkich was purchased in August 2001. In additibe,ibcrease reflects a $78,000 incre
in service charges collected on deposit account$84,000 increase in commissions received throglCompany's brokerage subsidiary,
and a gain on sale of securities available for sathe amount of $86,000 during fiscal 2002 coregap a loss on sale of $60,000 in the
previous year.

NONINTEREST EXPENSE

Noninterest expense increased by $1,573,000, @#d,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 associated with opgmew offices during the period. In April
2001, the Company moved into its newly construfaedity in Sioux Falls, South Dakota and openextiitird Des Moines, lowa, location in
November 2001. In November 2002, the Company opésedwly constructed facility in Urbandale, lowehich is the Company's four
Des Moines area location and serves as the CongpBeg Moines area main office. Noninterest expats®increased as a result of the
Company's on-going effort to maintain and enhatxtechnology systems for the efficient deliverypodducts and customer service. This
includes internet banking, which became availableustomers 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 perio
2001. The decrease in income tax expense refledgs@ase in taxable income between the compgpabileds. Taxable income decreased
due to an increase in the accretion of income fioamk owned life insurance attributable to a buildupash surrender value, which is not
taxable.

CRITICAL ACCOUNTING POLICY

The Company's financial statements are preparaddardance with accounting principles generallyepted in the United States of America.
The financial information contained within thesatetments is, to a significant extent, financiabmation that is based on approximate
measures of the financial effects of transactiowbevents that have already occurred. Based aoiitsideration of accounting policies that
involve the most complex and subjective decisiard assessments, management has identified itsamitical accounting policy to be that
related to the allowance for loan losses. The Caryipaallowance for loan loss methodology incorpesat variety of risk considerations, b
guantitative and qualitative in establishing almatnce for loan loss that management believesgsapate at each reporting date.
Quantitative factors include the Company's histdriass experience, delinquency and charge-oftiseoollateral values, changes in
nonperforming loans, and other factors. Quantitafctors also incorporate known information abodividual loans, including borrowers'
sensitivity to interest rate movements. Qualitafargors include the general economic environmemhé Company's markets, including
economic conditions throughout the Midwest andartipular, the state of certain industries. Sizé eomplexity of individual credits in
relation to loan structure, existing loan policéasl pace of portfolio growth are other qualitafizetors that are considered in the
methodology. As the Company adds new productsrmareéases the complexity of its loan portfolio, il wnhance its methodology
accordingly. Management may report a materiallfedént amount for the provision for loan lossethia statement of operations to changs
allowance for loan losses if its assessment obtiwere factors were different. This discussion amalysis should be read in conjunction with
the Company's financial statements and the accoymmanotes presented elsewhere herein, as wetleagdrtion of this Management's
Discussion and Analysis section entitled "AssetluaAlthough management believes the levelshaf allowance as of both September 30,
2003 and September 30, 2002 were adequate to dlbsses inherent in the loan portfolio, a decliméocal economic conditions, or other
factors, could result in increasing losses.

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 liabilitiesrgty are established contractually for a peribtime. Market interest rates change over
time. Accordingly, the Company's results of openasi like those of many financial institution holgicompanies and financial institutions,
are impacted by changes in interest rates andtbeest 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 Commissiot



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 intérage risk, we analyze and manage assets antitiebbased on their payment streams and
interest rates, the timing of their maturities, éimeir sensitivity to actual or potential changesnarket interest rates.

An asset or liability is interest rate sensitivehin a specific time period if it will mature orgece within that time period. If the Company's
assets mature or reprice more rapidly or to a greattent than its liabilities, then net portfalialue 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 dupgriods of falling interest rates.

The Company currently focuses lending efforts tal@iiginating and purchasing competitively priceljuatable-rate and fixed-rate loan
products with short to intermediate terms to magugenerally 15 years or less. This theoreticallpws the Company to maintain a portfolio
of loans that will be relatively sensitive to chasgn the level of interest rates while providing a
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reasonable spread to the cost of liabilities usddrid the loans.

The Company's primary objective for its investmeumittfolio is to provide the liquidity necessaryrneet 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 needjigdlty, desire to achieve a proper balance betweai@mizing risk while maximizing
yield, the need to provide collateral for borrowsngnd 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 influertmgthe level of short-term interest rates. The Canypoffers a range of maturities on its
deposit products at competitive rates and monttersnaturities on an ongoing basis.

The Company emphasizes and promotes its savinggymarket, 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.rates

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 interesgin than on strictly matching t
interest rate sensitivity of its assets and liib#i. 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 sudshehunexpected 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 interate risk. There can be no assurance,
however, that in the event of an adverse changeénest rates, the Company's efforts to limitriest rate risk will be successful.

NET PORTFOLIO VALUE

The Company uses a net portfolio value ("NPV") apigh 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 Boardifectors on the amount of change in NPV that teptable given certain interest rate
changes.

Presented below, as of September 30, 2003 and 2082 ,analysis of the Company's interest rateasskeasured by changes in NPV for an
instantaneous and sustained parallel shift in iblel gurve, in 100 basis point increments, up andrd200 basis points. As illustrated in the
table, the Company's NPV at September 30, 2003waae sensitive to increasing interest rates thatetdining interest rates. This occurs
primarily because, as rates rise, the market valdized-rate loans and mortgage-backed securitéedines due to both the rate increase and
the related slowing of prepayments on loans. Whassrdecline, the Company does not experiencendisamt rise in market value for these
loans and mortgagleacked securities because borrowers prepay aivediahigher rates. The value of the Company's diép@nd borrowing
change in approximately the same proportion imgsind falling rate scenarios. The Company expeeg@m@n increase in interest rate
sensitivity at September 30, 2003 compared to Samte 30, 2002 due primarily to an increase in fixai® mortgage-backed securities and a
reduction in the average maturity of its borrowings

Certain shortcomings are inherent in the methaghalysis presented in the table. For example, afth@ertain assets and liabilities may
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 flutgua advance of changes in market interest ratk#e 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 ®ft$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.

Change in Interest Rate  Board Limit At September 30, 2003 At September 30, 2002
(Basis Points) % Change $C hange % Change $ Change % Change
Dollars In Thousands
+200 bp (40)%  $( 6,062) (19)% $1,543 4%
+100 bp (25) ( 2,451) (8) 1,898 5
0 - - - - -
-100 bp (25) 1,085 3 (4,362) (12)
-200 bp (40) 925 3 (8,873) (25)

Management reviews the OTS measurements and rglagzdeports on NPV and interest rate risk onaatgquly basis. In addition to
monitoring selected measures of NPV, managementadsiitors the effects on net interest income tagufrom increases or decrease!



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, 2003, non-performing assets, comgisfinon-accruing loans, accruing
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loans delinquent 90 days or more, restructuredslofameclosed real estate, and repossessed conpuoperty, totaled $2,175,000, or 0.28%
of total assets, compared to $3,538,000, or 0.5B884tal assets, for the fiscal year ended 2002.

Non-accruing loans at September 30, 2003 include, gnotimers, a commercial real estate loan in the ataf$417,000 secured by a casino
and an agricultural operating loan in the amour#291,000 secured by agricultural land.

Foreclosed real estate at September 30, 2003 topsisarily of a nursing home in the amount of $8®0 and a car wash facility in the
amount of $193,000.

The Company maintains an allowance for loan lobgeause of the potential that some loans may noepsgd in full. (See Note 1 of Notes
Consolidated Financial Statements.) At Septembg2@03, the Company had an allowance for loan fossthe amount of $4,962,000 as
compared to $4,693,000 at September 30, 2002. Mamat's periodic review of the adequacy of thenadloce 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 adioee for specifically identified problem loan stioas, 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, tbenfany specifically identifies loans that it cors&lto have potential collectibility
problems. Based on criteria established by Stateofdfinancial Accounting Standards (SFAS) No. 1see 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, 2003, $312,000 of the allowancéofmn losses was allocated to impaired loans [8#e 4 of Notes to Consolidated
Financial Statements), $1,522,000 was allocatédetatified problem loan situations, and $3,128,08@3 allocated as a reserve against losses
from the overall loan portfolio based on historilzeds experience and general economic conditionSefstember 30, 2002, $304,000 of the
allowance for loan losses was allocated to impdmeads, $1,701,000 was allocated to identified [@wbloan situations, and $2,688,000 was
allocated as a reserve against losses from thelbl@an portfolio based on historical loss expecie and general economic conditions.

The September 30, 2003 allowance for loan lossesaths allocated to impaired loans was $312,00@;wik 39.5% of impaired loans as of
that date. The September 30, 2002 allowance a#iddatimpaired loans was $304,000, which is 25.6%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, 2003 allowance allocated to adeatified problem loan situations was $1,522,66@ompared to $1,701,000 at
September 30, 2002, a decrease of $179,000. Theadecin the dollar amount of the allocated allaveas due to a relative decrease in
identified problem loan situations between theqmsiand is the result of a specific analysis peréat on a loan-by-loan basis as described
above.

The portion of the September 30, 2003 allowancewaa not specifically allocated to individual Ieawas $3,128,000 as compared to
$2,688,000 at September 30, 2002, an increasedd,®d0. The increase primarily reflects a chang@éncomposition of the loan portfolio,
which reduced one-to-four family residential moggdoans and increased commercial and multi-faredy estate loans.

LIQUIDITY AND SOURCES OF FUNDS

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

The Company relies on competitive pricing policedyertising and customer service to attract ataréts deposits and only solicits these
deposits from its primary market area. Based oaxferience, the Company believes that its passkagkgs, money market savings
accounts, NOW and regular checking accounts aa¢ively stable sources of deposits. The Compaiyfityato attract and retain time
deposits has been, and will continue to be, sicgnifily affected by market conditions. However, @mpany does not foresee significant
funding issues resulting from disintermediatioritefportfolio of time deposits.

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

Liquidity management is both a daily and I-term function of the Company's management strafEgg.Company adjusts its investment:



liquid assets based upon management's assessnigrexgfected loan demand, (ii) the projected aiity 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 @heér short-term government agency obligationthdfCompany requires funds beyond its
ability to generate them internally, it has addiibborrowing capacity with the FHLB and has cdtat eligible for use with reverse
repurchase agreements. The Company is not awamydignificant trends in the Company's liquidityits ability to borrow additional funds
if needed.

The primary investing activities of the Company #re origination and purchase of loans and theh@ase of securities. During the years
ended September 30, 2003, 2002 and 2001, the Conapigginated loans totaling $324.7 million, $29%nélion and $159.6 million,
respectively. Purchases of loans totaled $26.2amjl27.1 million and $32.8 million during the ys&nded September 30, 2003, 2002 and
2001, respectively. During fiscal 2003, the miXaxns outstanding changed, with commercial andisfartily real estate loans, commercial
business loans and consumer loans increasing amddofour family residential mortgage loans and othaegaries of loans decreased. (
Note 4 of Notes to Consolidated Financial States)gituring the years ended September 30, 2003, 2002001, the Company purcha
mortgage-backed securities and other securitiegabl@for sale in the amount of $431.7 million, 3515 million and $22.9 million,
respectively. (See Note 3 of Notes to Consolid&iedncial Statements.)
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At September 30, 2003, the Company had outstarmingnitments to originate and purchase loans of4b68llion. (See Note 14 of Notes to
Consolidated Financial Statements.) Certificatedegiosit scheduled to mature in one year or less 8eptember 30, 2003 total $184.4
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 Companyssieeable short- and long-term liquidity needs.

During July 2001, the Company's trust subsidiaistMidwest Financial Capital Trust I, sold $10llfon 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 ¢omgion of a new office facility in Urbandale, lewConstruction was completed in
October 2002 and the facility opened as a branfibeah November 2002. The source of funds for @dpmprovements 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. Thaitigtion account is reduced annually to the exteaut eligible account holders have redu
their qualifying deposits. At September 30, 200, 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 togotidated Financial Statements.) The Company doeanticipate any significant changes
to its capital structure.

On July 7, 2003, the Company announced its intartbaepurchase up to 150,000 shares, or approgiyné® of the Company's outstanding
shares, through open market and privately negdti@émsactions. The shares will be purchased a&ajirey market prices during the next
twelve months, depending upon market condition® fBpurchased shares will become treasury shalesused for general corporate
purposes, including the issuance of shares in atimmewith grants and awards under the Compangtkdiased benefits plans. The Comg
also believes the repurchase of shares to beractate investment that will benefit the Companyl @s shareholders. Through December 1,
2003, no shares had been purchased under the progra

The payment of dividends and repurchase of shargshie effect of reducing stockholders' equityoPie authorizing such transactions, the
Board of Directors considers the effect the dividlen repurchase of shares would have on liquidity @apital ratios. The Banks and the
Company may not declare or pay cash dividendsieffect thereof would cause equity to be reduadavb applicable regulatory capital
requirements.

IMPACT OF INFLATION AND CHANGING PRICES

The Consolidated Financial Statements and Notesttheresented herein have been prepared in aco®aéth generally accepted
accounting principles, which require the 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 prignanpact 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 rategggly 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 November 2002, the FASB issued Interpretation 49 Guarantor's Accounting and Disclosure Requamets for Guarantees, Including
Indirect Guarantees of Indebtedness to Othergq)tarpiretation of FASB Statements No. 5, 57, anddti¥a rescission of FASB
Interpretation No. 34. This Interpretation elabesabn the disclosures to be made by a guaranitrimerim and annual financial statements
about its obligations under guarantees issued kanifies that a guarantor is required to recogn@enception of a guarantee, a liability for
fair value of the obligation undertaken. The effeatimplementation on the Company's financialestants were not material.

In December 2002, the FASB issued SFAS No. 148piating for Stock-Based Compensation - Transitioth Bisclosure, an amendment of
FASB Statement No.

123. This Statement amends FASB Statement No.A&junting for StockBased Compensation, to provide alternative metbbtimnsitior
for a voluntary change to the fair value methodafounting for stock-based employee compensatiaddition, this Statement amends the
disclosure requirements of Statement No. 123 tairegprominent disclosures in both annual and imdinancial statements about the
method of accounting for stock-based employee cosgi®n and the effect of the method used on regodsults. Certain of the disclosure
modifications are required for fiscal years endafitgr December 15, 2002 and are included in thesniat these consolidated financ



statements.

FIN No. 46, Consolidation of Variable Interest Ees, an interpretation of Accounting Research &ullNo. 51, establishes accounting
guidance for consolidation of variable interesiters (VIE) that function to support the activitiebthe primary beneficiary. Prior to the
implementation of FIN 46, VIEs were generally cdigated by an enterprise when the enterprise hazh#olling financial interest through
ownership of a majority of voting interest in thaigy. The provisions of FIN 46 were effective imdiately for all arrangements entered into
after January 31, 2003. For existing VIEs, the enpdntation date of FIN 46 is the first period egdafter December 15, 2003.

The Company expects to adopt FIN 46 in connectibh s consolidated financial statements beginr@wober 1, 2003. In its current form,
FIN 46 may require the Company to deconsolidatanitsstment in First Midwest Financial Capital Tru@ future financial statements. The
potential deconsolidation of subsidiary trusts afk holding companies formed in connection withigseiance of trust preferred securities,
like First Midwest Financial Capital Trust |, appg#o be an unintended consequence of FIN 46 citiigently unknown if, or when, the FA!
will address this issue. In July 2003, the Boar&ofernors of the Federal Reserve System issuagex\dsory letter instructing bank holdi
companies to continue to include the trust preterre
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securities in their Tier | capital for regulatorgpital purposes until notice is given to the cantrdhe Federal Reserve intends to review the
regulatory implications of any accounting treatmgminges and, if necessary or warranted, provideduappropriate guidance. There can be
no assurance that the Federal Reserve will contmpermit institutions to include trust prefermseturities in Tier | capital for regulatory
capital purposes. As of September 30, 2003, asguthenCompany was not permitted to include ther$illlon in trust preferred securities
issued by First Midwest Financial Capital Trust its Tier 1 capital, the Company would still exddbe regulatory required minimums for
capital adequacy purposes (see Note 13 of Not€smsolidated Financial Statements). If the trusfgrred securities were no longer
permitted to be included in Tier 1 capital, the Qamy would also be permitted to redeem the cap@alrities, which bear interest at 4.9%,
without penalty.

The interpretations of FIN 46 and its applicatiorvarious transaction types and structures arevieplManagement continuously monitors
emerging issues related to FIN 46, some of whialiccpotentially impact the Company's financial staénts.

In April 2003, the FASB issued SFAS No. 149, Ameseditrof Statement 133 on Derivative Instrumentstdadging Activities, (SFAS 149).
SFAS 149 amends Statement 133 for certain items.Cidmpany adopted SFAS 149 on July 1, 2003 andaamption did not have a
material effect on its financial position or resutf operations.

In May 2003, the FASB issued SFAS No. 150, Accoyntor Certain Financial Instruments with Charastérs of both Liabilities and Equi
(SFAS 150). SFAS 150 established standards fordmigsuer classifies and measures certain finamsalments with characteristics of
both liabilities and equity. It requires that asusr classify a financial instrument that is withiscope as a liability (or asset in some
circumstances). The Company adopted SFAS 150 grlJ@003 and such adoption did not have a mateffiett on its financial position or
results of operations.

FORWARD-LOOKING STATEMENTS

The Company, and its wholly-owned subsidiariestfesleral and Security, may from time to time makiten or oral "forward-looking
statements," including statements contained ffilitgs 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 statemsittsrespect to the Company's beliefs, expectatiestimates, and intentions, that are
subject to significant risks and uncertainties, arelsubject to change based on various factars 6 which are beyond the Company's
control. Such statements address the followingesitdj future operating results; customer growthratehtion; loan and other product
demand; earnings growth and expectations; new ptedund services; credit quality and adequacys#rkes; technology; and our
employees. The following factors, among othersjadoause 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 consloperations; the effects of, and changes in, tradeetary, and fiscal policies and laws,
including interest rate policies of the Federaldtes Board; inflation, interest rate, market, armhetary fluctuations; the timely development
of and acceptance of new products and servicdseo€ompany and the perceived overall value of thesg@ucts and services by users; the
impact of changes in financial services' laws 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 Comparbusiness and prospects is contained in
the Company's periodic filings with the SEC. Thaerany does not undertake, and expressly disclampiéent or obligation, to update any
forward-looking statement, whether written or othgt may be made from time to time by or on bebithe Company.
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First Midwest Financial, Inc. and Subsidiaries
INDEPENDENT AUDITOR'S 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, 2003
2002, and the related consolidated statementsofrie, changes in shareholders' equity and casls floweach of the three years in the pe
ended September 30, 2003. These financial statsraemthe responsibility of the Company's managén@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, 2003 and 2002, and the results of tipeirations and their cash flows for eacl
the three years in the period ended September0B3, 2n conformity with accounting principles gealgr accepted in the United States of
America.

/sl Mcd adrey & Pullen, LLP

Des Moines, |owa
Cct ober 23, 2003
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First Midwest Financial, Inc. and Subsidiaries
CONSOLIDATED BALANCE SHEETS

SEPTEMBER 30, 2003 AND 2002

2003 2002
ASSETS
Cash and due from banks $ 2,000,221 $ 1 ,325,139
Interest-bearing deposits in other financial in stitutions 7,666,594 6 ,051,295
Total cash and cash equivalents 9,756,815 7 376,434
Securities available for sale 366,075,033 218 ,247,310
Loans receivable, net of allowance for loan los ses of $4,961,777
in 2003 and $4,692,988 in 2002 349,691,995 341 ,937,408
Loans held for sale 1,126,310 1 ,254,962
Federal Home Loan Bank (FHLB) stock, at cost 10,930,300 6 ,842,600
Accrued interest receivable 3,932,076 4 ,320,514
Premises and equipment, net 11,353,365 11 ,054,243
Foreclosed real estate 1,109,338 1 ,327,802
Bank owned life insurance 11,301,390 10 , 742,301
Other assets 7,008,505 4 ,544,886
Total assets $ 772,285,127 $ 607 ,648,460
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES
Noninterest-bearing demand deposits $ 17,457,662 $ 11 ,934,712
Savings, NOW and money market demand deposits 119,497,887 90 413,488
Time certificates of deposit 298,597,193 253 431,553
Total deposits 435,552,742 355 , 779,753
Advances from FHLB 223,784,394 125 ,089,999
Securities sold under agreements to repurchase 57,702,034 70 176,228
Trust preferred securities 10,000,000 10 ,000,000
Advances from borrowers for taxes and insurance 268,682 355,884
Accrued interest payable 506,861 671,033
Accrued expenses and other liabilities 1,439,615 987,797
Total liabilities 729,254,328 563 ,060,694

SHAREHOLDERS' EQUITY
Preferred stock, 800,000 shares authorized; non e issued -- --

Common stock, $.01 par value; 5,200,000 shares
issued and 2,493,949 shares outstanding at S

authorized; 2,957,999 shares
eptember 30, 2003; 2,957,999

shares issued and 2,468,804 shares outstandi ng at September 30, 2002 29,580 29,580
Additional paid-in capital 20,538,879 20 ,593,768
Retained earnings - substantially restricted 34,057,741 31 ,940,648
Accumulated other comprehensive income (loss) (3,028,762) 494,834
Unearned Employee Stock Ownership Plan shares (401,676) (46,142)
Treasury stock, 464,050 and 489,195 common shar es, at cost,

at September 30, 2003 and 2002, respectively (8,164,963) (8 ,424,922)

Total shareholders' equity 43,030,799 44 ,587,766

Total liabilities and shareholders' equity $ 772,285,127 $ 607 ,648,460

See Notes to Consolidated Financial Statements.
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First Midwest Financial, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF INCOME

YEARS ENDED SEPTEMBER 30, 2003, 2002 AND 2001

2003 2002 2001
Interest and dividend income:
Loans receivable, including fees $ 24,098,700 $ 25,313,828 $ 27,752 278
Securities available for sale 10,794,142 9,891,529 10,043 ,154
Dividends on FHLB stock 286,311 228,137 428 472
35,179,153 35,433,494 38,223 ,904
Interest expense:
Deposits 10,490,920 13,458,794 17,546 ,621
FHLB advances and other borrowings 8,959,831 8,275,256 7,843 978
19,450,751 21,734,050 25,390 ,599
Net interest income 15,728,402 13,699,444 12,833 ,305
Provision for loan losses 350,000 1,090,000 710 ,000
Net interest income after provision for loan losses 15,378,402 12,609,444 12,123 ,305
Noninterest income:
Deposit service charges and other fees 1,324,769 1,157,217 1,078 ,904
Gain on sales of loans, net 955,469 621,491 199 ,623
Bank owned life insurance 628,957 671,136 105 ,000
Gain (loss) on sales of securities available fo r sale, net 242,562 86,194 (60 ,275)
Gain (loss) on sales of foreclosed real estate, net (5,372) (42,866) 27 ,017
Brokerage commissions 125,374 181,296 96 ,808
Other income 283,297 106,481 44 745
3,655,056 2,780,949 1,491 ,822
Noninterest expense:
Employee compensation and benefits 8,400,501 7,528,999 6,552 712
Occupancy and equipment expense 2,154,355 2,077,885 1,569 ,387
Deposit insurance premium 61,950 61,508 63 ,944
Data processing expense 634,098 563,485 457 ,766
Prepayment fee on FHLB advances 500,674 -- --
Other expense 2,106,590 2,036,006 2,051 ,029
13,858,168 12,267,883 10,694 ,838
Net income before income tax expense 5,075,290 3,122,510 2,920 ,289
Income tax expense 1,678,286 965,882 1,010 ,546
Net income $ 3,397,004 $ 2,156,628 $ 1,909 743
Earnings per common and common equivalent share:
Basic earnings per common share $ 137 $ 0.88 $ 0.79
Diluted earnings per common share 1.36 0.87 0.78

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

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

YEARS ENDED SEPTEMBER 30, 2003, 2002 AND 2001

Balance, September 30, 2000
Comprehensive income:

Additional
Common Paid-in R
Stock Capital E

$ 29,580 $20,976,107 $30,

Accumulated
Other
etained Comprehensive
arnings Income (Loss)

404,386 $(2,553,891)

Net income for the year ended September 30, 2001 - - 1, 909,743 -
Net change in net unrealized gains and losse s on securities
available for sale, net of reclassificatio n adjustments and
tax effects - - - 2,892,318
Total comprehensive income
Purchase of 1,847 common shares of treasury sto ck - - - -
Purchase of 30,000 common shares for ESOP - -- - -
15,000 common shares committed to be released u nder the ESOP -- (5,340) - -
Issuance of 40,000 common shares from treasury stock due
to exercise of stock options -~ (181,388) -- -
Tax benefit from exercise of stock options - 74,000 - -
Cash dividends declared on common stock ($.52 p er share) - - (1, 247,486) -
Balance, September 30, 2001 $ 29,580 $20,863,379 $31, 066,643 $ 338,427
Balance, September 30, 2001 $ 29,580 $20,863,379 $31, 066,643 $ 338,427
Comprehensive income:
Net income for the year ended September 30, 2002 -- - 2, 156,628 -
Net change in net unrealized gains and losse S on securities
available for sale, net of reclassificatio n adjustments and
tax effects - -- - 156,407
Total comprehensive income
Purchase of 62,447 common shares of treasury st ock -- - - -
Purchase of 10,238 common shares for ESOP - - - -
22,000 common shares committed to be released u nder the ESOP -- 24,718 - -
Issuance of 61,524 common shares from treasury stock due to
exercise of stock options -~ (369,364) -- -
Tax benefit from exercise of stock options - 75,035 - -
Cash dividends declared on common stock ($.52 p er share) - - (1, 282,623) -

Balance, September 30, 2002

$ 29,580 $20,593,768 $31,

940,648 $ 494,834

Balance, September 30, 2002
Comprehensive income:
Net income for the year ended September 30,
Net change in net unrealized gains and losse
available for sale, net of reclassificatio
tax effects
Total comprehensive (loss)
Purchase of 10,147 common shares of treasury st
Purchase of 35,574 common shares for ESOP
15,000 common shares committed to be released u
Issuance of 35,292 common shares from treasury
exercise of stock options
Tax benefit from exercise of stock options
Cash dividends declared on common stock ($.52 p

Balance, September 30, 2003

$ 29,580 $20,593,768 $31,

2003 - - 3
S on securities
n adjustments and

ock - -
nder the ESOP -- 10,005
stock due to
- (189,770)
- 124,876
er share) - - (1,

$ 29,580 $20,538,879 $34,

940,648 $ 494,834

397,004 -

-~ (3,523,596)

057,741 $(3,028,762)

Balance, September 30, 2000
Comprehensive income:
Net income for the year ended September 30,
Net change in net unrealized gains and losse
available for sale, net of reclassificatio
tax effects

Total comprehensive income

Purchase of 1,847 common shares of treasury sto

Purchase of 30,000 common shares for ESOP

15,000 common shares committed to be released u

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

Unearned
Employee
Stock
Ownership  Treasury Shar
Plan Shares Stock

$ - $(8,821,097) $

2001 - -
s on securities
n adjustments and

ck - 17,777)
(360,000) -
nder the ESOP 180,000 -
stock due
- 448,055

Total
ehholders'
Equity

40,035,085

1,909,743

2,892,318
4,802,061
(17,777

(360,000)
174,660

266,667



Tax benefit from exercise of stock options - -- 74,000
Cash dividends declared on common stock ($.52 p er share) - - (1,247,486)
Balance, September 30, 2001 $ (180,000) $(8,390,819) 43,727,210
Balance, September 30, 2001 $ (180,000) $(8,390,819) 43,727,210
Comprehensive income:
Net income for the year ended September 30, 2002 -- - 2,156,628
Net change in net unrealized gains and losse S on securities
available for sale, net of reclassificatio n adjustments and
tax effects - - 156,407
Total comprehensive income 2,313,035
Purchase of 62,447 common shares of treasury st ock - (843,327) (843,327)
Purchase of 10,238 common shares for ESOP (145,892) - (145,892)
22,000 common shares committed to be released u nder the ESOP 279,750 - 304,468
Issuance of 61,524 common shares from treasury stock due to
exercise of stock options - 809,224 439,860
Tax benefit from exercise of stock options - - 75,035
Cash dividends declared on common stock ($.52 p er share) - - (1,282,623)
Balance, September 30, 2002 $ (46,142) $(8,424,922) 44,587,766
Balance, September 30, 2002 $ (46,142) $(8,424,922) 44,587,766
Comprehensive income:
Net income for the year ended September 30, 2003 -- - 3,397,004
Net change in net unrealized gains and losse S on securities
available for sale, net of reclassificatio n adjustments and
tax effects - - (3,523,596)
Total comprehensive (loss) (126,592)
Purchase of 10,147 common shares of treasury st ock - (165,092) (165,092)
Purchase of 35,574 common shares for ESOP (608,584) - (608,584)
15,000 common shares committed to be released u nder the ESOP 253,050 - 263,055
Issuance of 35,292 common shares from treasury stock due to
exercise of stock options - 425,051 235,281
Tax benefit from exercise of stock options - - 124,876
Cash dividends declared on common stock ($.52 p er share) - - (1,279,911)
Balance, September 30, 2003 $ (401,676) $(8,164,963) 43,030,799

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

CONSOLIDATED STATEMENTS OF CASH FLOWS

YEARS ENDED SEPTEMBER 30, 2003, 2002 AND 2001

2003 2002 2001
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 3,397,004 $ 2,156,628 $ 1,909,743
Adjustments to reconcile net income to net cash provided
by operating activities:
Depreciation, amortization and accretion, ne t 3,380,213 2,186,335 849,695
Provision for loan losses 350,000 1,090,000 710,000
Prepayment fee on FHLB advances 500,674 -- --
(Gain) loss on sales of securities available for sale, net (242,562) (86,194) 60,275
(Gain) on sales of office property, net (134,700) - -
Proceeds from sales of loans held for sale 76,465,663 22,107,878 14,284,441
Originations of loans held for sale (75,381,542) (22,741,349) (14,084,818)
(Gain) on sales of loans, net (955,469) (621,491) (199,623)
(Gain) loss on sales of foreclosed real esta te, net 5,372 42,866 (27,017)
Net change in:
Accrued interest receivable 388,438 430,278 466,137
Other assets (809,716) (836,105) 88,031
Accrued interest payable (164,172) (197,248) (138,060)
Accrued expenses and other liabilities 451,818 48,015 (425,537)
Net cash provided by operating activi ties 7,251,021 3,579,613 3,493,267
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of securities available for sale (431,711,574) (135,493,814) (22,886,271)
Proceeds from sales of securities available for sale 90,473,567 7,464,706 795,000
Proceeds from maturities and principal repaymen ts of
securities available for sale 185,761,348 54,277,854 28,670,713
Loans purchased (26,162,845) (27,104,383) (32,754,225)
Net change in loans 17,696,050 16,402,377 22,830,506
Proceeds from sales of foreclosed real estate 631,156 317,000 521,074
Proceeds from sale of office building 197,169 -- --
Purchase of shares by ESOP (608,584) - --
Purchase of FHLB stock (7,786,600) (443,700) (71,300)
Proceeds from redemption of FHLB stock 3,698,900 - 2,000,000
Purchase of other investment -- - (10,000,000)
Purchase of premises and equipment (1,254,819) (2,532,542) (3,914,687)
Net cash (used in) investing activiti es (169,066,232) (87,112,502) (14,809,190)

CASH FLOWS FROM FINANCING ACTIVITIES
Net change in noninterest-bearing demand, savin gs, NOW
and money market demand deposits $ 34,607,349 $ 11,698,102 $ 12,100,577
Net change in time deposits 45,165,640 5,299,773 8,027,580
Proceeds from advances from FHLB 1,219,200,000 275,520,000 133,265,000
Repayments of advances from FHLB (1,121,006,279) (276,781,762) (146,651,690)

Net change in securities sold under agreements to repurchase (12,474,194) 68,183,508 (2,262,245)
Proceeds from issuance of trust preferred secur ities - -- 10,000,000
Net change in advances from borrowers for taxes and insurance (87,202) (90,513) (15,117)
Debt issuance costs incurred - - (305,812)
Cash dividends paid (1,279,911)  (1,282,623) (1,247,486)
Proceeds from exercise of stock options 235,281 439,860 266,667
Purchase of treasury stock (165,092) (843,327) (17,777)
Net cash provided by financing activi ties 164,195,592 82,143,018 13,159,697
Net change in cash and cash equivalents 2,380,381  (1,389,871) 1,843,774
CASH AND CASH EQUIVALENTS
Beginning of year 7,376,434 8,766,305 6,922,531
End of year $ 9,756,815 $ 7,376,434 $ 8,766,305
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for:
Interest $ 19,614,923 $ 21,931,298 $ 25,528,659
Income taxes 1,757,440 889,568 926,543

SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING ACTIVITIES
Loans transferred to foreclosed real estate $ 418,064 $ 747525 $ 989,067



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

The consolidated financial statements include to®ants of First Midwest Financial, Inc. (the Comyppga bank holding company located in
Storm Lake, lowa, and its wholly-owned subsidiaridsch include First Federal Savings Bank of thelWist (the Bank or First Federal), a
federally chartered savings bank whose primarylegguis the Office of Thrift Supervision, SecurBjate Bank (Security), a state chartered
commercial bank whose primary regulator is the 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 |, which was calitad in July 2001, for the purpose of issuing tqueferred securities. All significant
intercompany balances and transactions have berimaied.

NATURE OF BUSINESS, CONCENTRATION OF CREDIT RISK AN D 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 discassion 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 produnctservices, 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, 2003 an@ 200st assets totaled approximately $15,383,0@0$4.3,842,000, 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 maragesgularly and it is reasonably possible thaenstances that exist at September
30, 2003, may change in the near-term future aatitlte 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@n hand and due from financial
institutions and short-term interest-bearing detsadai other financial institutions. The Companya#p net cash flows for customer loan
transactions, deposit transactions, and short-enmowings with maturities of 90 days or less.

SECURITIES

The Company classifies all securities as availfdisale. Available for sale securities are théee@ompany may decide to sell if needed for
liquidity, asset-liability management or other @as Available for sale securities are reportefdiatvalue, with net unrealized gains and
losses reported as other comprehensive incomesgialad 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 sakhénsecondary 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 except when serious doubt exists
as to the collectibility of a loan, in which case taccrual of interest is discontinued. Interespine is subsequently recognized only to the
extent that cash payments are received until, inagement's judgment, the borrower has the abditpdke contractual interest and principal
payments, in which case the loan is returned touatstatus.

LOAN ORIGINATION FEES, COMMITMENT FEES, AND RELATED COSTS

Loan fees and certain direct loan origination casésdeferred, 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 allowdoc®an losses is increased by a
provision for loan losses charged to expense anrkdsed by chargaffs (net of recoveries). Estimating the risk afdand the amount of Ic

on any loan is necessarily subjective. Managempatisdic evaluation of the adequacy of the alloggais 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
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First Midwest Financial, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Loans are considered impaired if full principalmierest payments are not anticipated in accordasittethe contractual loan terms. Impaired
loans are carried at the present value of expduatade cash flows discounted at the loan's effeciiterest rate or at the fair value of the
collateral if the loan is collateral dependent. dtmn of the allowance for loan losses is allodateimpaired loans if the value of such loans
is deemed to be less than the unpaid balancesd€thllocations 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 evaluatéahpairment in total. Such loans include residdritiat mortgage loans secured by one-
to-four family residences, residential constructimains, and automobile, manufactured homes, homi¢yeand second mortgage loans.
Commercial and agricultural loans and mortgagedaatured by other properties are evaluated ingiigl for impairment. When analysis
borrower operating results and financial condifindicates that underlying cash flows of the borrdsvbusiness are not adequate to meet its
debt service requirements, the loan is evaluatedhrfpairment. Often this is associated with a delaghortfall in payments of 90 days or
more. Nonaccrual loans are often also considergdimad. Impaired loans, or portions thereof, argad off when deemed uncollectible.

FORECLOSED REAL ESTATE

Real estate properties acquired through, or indielpan foreclosure are initially recorded at fealue at the date of acquisition, establishil
new cost basis. Any reduction to fair value frora tarrying value of the related loan at the timaczfuisition is accounted for as a loan loss
and charged against the allowance for loan lo&&a#sations are periodically performed by managenaewi valuation allowances are adjus
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 bésesets and liabilities, using enacted
tax rates. A valuation allowance, if needed, redwaferred tax assets to the amount expectedrigalized.

PREMISES AND EQUIPMENT

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

BANK OWNED LIFE INSURANCE

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

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 preseirtalde 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-intgkaividends on allocated ESOP shares are retbad a reduction of retained earnings.
Dividends on unearned shares are used to redueetheed interest and principal amount of the ES@Rn payable to the Company.

FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK

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

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 redtign 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 fineaxiaunting 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 financialtetents. The standards provide specific
guidance on measuring goodwill for impairment afiyussing a two-step process. The first step id@#ipotential impairment and the
second step measures the amount of goodwill impaitiess to be recognized.

The Company has undertaken to identify those inkdm@ssets that remain separable under the pomggif the new standard and those that
are to be included in goodwill and has concluded &t amounts should be included in goodwill. Gedldresults from the acquisition of

three banks. At the time of each acquisition, thecipase price of the acquisition was allocatedatious assets and liabilities with the
remainder allocated to goodwill. The Company hampeted the annual goodwill impairment tests areldetermined that there has been no
impairment of goodwill.

As of September 30, 2003 and 2002, 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 years ended SeptemBe2@03 and 2002.
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First Midwest Financial, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Had the provisions of SFAS 141 and 142 been appiliédcal year 2001, the Company's net incomeratdncome per share would have
been as follows:

YEAR ENDED SEPTEMBER 30, 2001

Basic Diluted

N et Earnings Earnings
Inco me Per Share Per Share
Net income:
As reported $1,909,7 43 $ 079 $ 0.78
Add: Goodwill amortization 364,9 32 0.15 0.15
Pro forma net income $2,274,6 75 $ 094 $ 0.93

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 whangred the transaction. Securities sold under agretsnto repurchase are treated as
financings and the obligations to repurchase sechrities 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 asdahegommitted to be released; uneai
ESOP shares are not considered outstanding. Dikaadngs per common share shows the dilutive effieadditional potential common
shares issuable under stock options.

COMPREHENSIVE INCOME

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

STOCK COMPENSATION

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

SFAS No. 123, which became effective for stock-dasmmpensation during fiscal years beginning december 15, 1995, requires
proforma disclosures for companies that do not e fair value accounting method for stock-basatployee compensation for awards
granted in the first fiscal year beginning afteccBber 15, 1994. Accordingly, the following prof@nmformation presents net income and
earnings per share had the fair value method bseth to measure compensation cost for stock optarspThe exercise price of options
granted is equivalent to the market value of unyitegl stock at the grant date. Accordingly, no congaion cost was actually recognized for
stock options during 2003, 2002 or 2001.

2003 2002 2001

Net income as reported
Proforma net income

Reported earnings per common and common equivalent
Basic
Diluted

Proforma earnings per common and common equivalent
Basic
Diluted

$ 3,397,004 $2,156,628 $ 1,909,743
3,253,603 2,091,222 1,836,857

share:
$ 137 $ 088 $ 0.79
1.36 0.87 0.78

share:
$ 132 $ 08 $ 0.76
1.30 0.84 0.75



The fair value of options granted during 2003, 2808 2001 is estimated using the following weigkdgdrage information: risk-free interest
rate of 3.53%, 3.57% and 4.52%, expected life pyéars, expected dividends of 2.41%, 3.68% and 3 88%ear and expected stock price
volatility of 22.54%, 21.36% and 22.36% per yeaspectively.

NEW ACCOUNTING PRONOUNCEMENTS

In November 2002, the FASB issued Interpretation 46 Guarantor's Accounting and Disclosure Requangts for Guarantees, Including
Indirect Guarantees of Indebtedness to Otherg)tarpiretation of FASB Statements No. 5, 57, anddi¥a rescission of FASB
Interpretation No. 34. This Interpretation elabesabn the disclosures to be made by a guaranitrimerim and annual financial statements
about its obligations under guarantees issued kanifies that a guarantor is required to recognéenception of a guarantee, a liability for
fair value of the obligation undertaken. The effeatimplementation on the Company's financialestagnts were not material.

In December 2002, the FASB issued SFAS No. 148piuting for Stock-Based Compensation - Transitioth Risclosure, an amendment of
FASB Statement No.

123. This Statement amends FASB Statement No.A&3junting for StockBased Compensation, to provide alternative metbbtimnsitior
for a voluntary change to the fair value methodadfounting for stock-based employee compensatioaddition, this Statement amends the
disclosure requirements of Statement No. 123 tairegprominent disclosures in both annual and imdinancial statements about the
method of accounting for stock-based employee cosgi®on and the effect of the method used on regodsults. Certain of the disclosure
modifications are required for fiscal years endifigr December 15, 2002 and are included in thesmt these consolidated financial
statements.
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FIN No. 46, Consolidation of Variable Interest HEes, an interpretation of Accounting Research &ullNo. 51, establishes accounting
guidance for consolidation of variable interesitezdt (VIE) that function to support the activitiethe primary beneficiary. Prior to the
implementation of FIN 46, VIEs were generally cdigated by an enterprise when the enterprise hazhtrolling financial interest through
ownership of a majority of voting interest in thaigy. The provisions of FIN 46 were effective imdiately for all arrangements entered into
after January 31, 2003. For existing VIESs, the enpéntation date of FIN 46 is the first period egdifter December 15, 2003.

The Company expects to adopt FIN 46 in connectibh s consolidated financial statements beginr@wober 1, 2003. In its current form,
FIN 46 may require the Company to deconsolidatanitestment in First Midwest Financial Capital Trus future financial statements. The
potential deconsolidation of subsidiary trusts affik holding companies formed in connection withiiselance of trust preferred securities,
like First Midwest Financial Capital Trust |, appg#o be an unintended consequence of FIN 46 citiiently unknown if, or when, the FA!
will address this issue. In July 2003, the Boar&ofrernors of the Federal Reserve System issuedenssory letter instructing bank holdi
companies to continue to include the trust pretesecurities in their Tier | capital for regulatargpital purposes until notice is given to the
contrary. The Federal Reserve intends to reviewabalatory implications of any accounting treatingmanges and, if necessary or
warranted, provide further appropriate guidanceer&ttan be no assurance that the Federal Resdhoentinue to permit institutions to
include trust preferred securities in Tier | calpiitet regulatory capital purposes. As of Septen8#r2003, assuming the Company was not
permitted to include the $10 million in trust pnetsl securities issued by First Midwest Financiapital Trust | in its Tier 1 capital, the
Company would still exceed the regulatory requiredimumes for capital adequacy purposes (see NotelfliBe trust preferred securities
were no longer permitted to be included in Tieapital, the Company would also be permitted to eedéhe capital securities, which bear
interest at 4.9%, without penalty.

The interpretations of FIN 46 and its applicatiorvarious transaction types and structures areviedplManagement continuously monitors
emerging issues related to FIN 46, some of whialiccpotentially impact the Company's financial staénts.

In April 2003, the FASB issued SFAS No. 149, Ameeditrof Statement 133 on Derivative Instrumentstdadging Activities, (SFAS 149).
SFAS 149 amends Statement 133 for certain items.Cldmpany adopted SFAS 149 on July 1, 2003 andadmption did not have a
material effect on its financial position or resubf operations.

In May 2003, the FASB issued SFAS No. 150, Accoyntor Certain Financial Instruments with Charastérs of both Liabilities and Equi
(SFAS 150). SFAS 150 established standards fordmigsuer classifies and measures certain finamsalments with characteristics of
both liabilities and equity. It requires that asuer classify a financial instrument that is withigiscope as a liability (or asset in some
circumstances). The Company adopted SFAS 150 grlJ@003 and such adoption did not have a mateffiett on its financial position or
results of operations.

RECLASSIFICATION OF CERTAIN ITEMS

Certain items on the consolidated balance sheetstatements of income for 2002 and 2001, have tEsassified, with no effect on
shareholders' equity, net income or earnings pemeon share, to be consistent with the classifioat@dopted for 2003.
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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:

2003 2002 2001
Basic earnings per common share:
Numerator, net income $3,397,004 $2 ,156,628 $ 1,909,743
Denominator, weighted average common shares out standing 2,485,088 2 461,402 2,433,453
Less weighted average unallocated ESOP shares (13,797) (8,294)  (13,353)
Weighted average common shares outstanding for basic earnings per common share 2,471,291 2 ,453,108 2,420,100
Basic earnings per common share $ 137 % 0.88 $ 0.79
Diluted earnings per common share:
Numerator, net income $3,397,004 $2 ,156,628 $ 1,909,743
Denominator, weighted average common shares out standing for basic earnings per
common share 2,471,291 2 ,453,108 2,420,100
Add dilutive effects of assumed exercises of st ock options, net of tax benefits 33,654 31,428 42,973
Weighted average common and dilutive potential common shares outstanding 2,504,945 2 484,536 2,463,073
Diluted earnings per common share $ 136 $ 087 $ 0.78

Stock options totaling 58,566, 136,464 and 171 gH&es were not considered in computing dilutediegs per common share for the years
ended September 30, 2003, 2002 and 2001, resfdgctiesause they were not dilutive.

NOTE 3. SECURITIES

Year end securities available for sale were asviail

Gross Gross
Amortized Unrealized Unrealized Fair
2003 Cost Gains Losses Value
Debt securities:
Trust preferred $26,741,317 $ 120,200 $ (3,538,252) $ 23 ,323,265
Obligations of states and political subdivision S 585,000 21,395 - 606,395
Mortgage-backed securities 341,973,353 1,399,297  (3,088,061) 340 ,284,589
Other 998,229 2,711 - 1 ,000,940
370,297,899 1,543,603  (6,626,313) 365 ,215,189
Marketable equity securities 602,331 263,942 (6,429) 859,844
$370,900,230 $ 1,807,545 $ (6,632,742) $366 ,075,033
Gross Gross
Amortized Unrealized Unrealized 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 subdivision S 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




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

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

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

Mortgage-backed securities

Amortized Fair
Cost Value
$ 310,000 $ 318,875
1,273,229 1,288,460
26,741,317 23,323,265
28,324,546 24,930,600
341,973,353 340,284,589

$370,297,899 $365,215,189

Activities related to the sale of securities availa
below

NOTE 4. LOANS RECEIVABLE, NET
Year-end loans receivable were as follows:

ble for sale are summarized

2003 2002 2001
Proceeds from sales $ 90,473,567 $7,464,706 $ 795,000
Gross gains on sales 342,871 86,194 76,874
Gross (losses) on sales (100,309) - (137,149
2003 2002
One to four family residential mortgage loans  $ 52,192,827 $ 72,678,866
Construction 19,435,319 25,744,856
Commercial and multi-family real estate loans 171,791,575 151,805,753
Agricultural real estate loans 11,638,780 12,066,776
Commercial business loans 59,467,802 42,844,163
Agricultural business loans 22,599,397 25,308,066
Consumer loans 26,633,610 23,592,634
363,759,310 354,041,114
Less:
Allowance for loan losses (4,961,777) (4,692,988)
Undistributed portion of loans in process (8,895,047) (7,155,273)
Net deferred loan origination fees (210,491) (255,445)
$ 349,691,995 $ 341,937,408

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

2003 2002 2001
Beginning balance $ 4,692,988 $ 3,868,664 $ 3,589,873
Provision for loan losses 350,000 1,090,000 710,000
Recoveries 32,148 54,240 51,331
Charge-offs (113,359) (319,916)  (482,540)
Ending balance $4,961,777 $4,692,988 $ 3,868,664

Virtually all of the Company's originated loans &wdowa and South Dakota-based individuals anamizations. The Company's purchased
loans totaled approximately $76,269,000 at Septed®e2003, and were secured by properties located, percentage of total loans, as
follows: 8% in Washington, 1% in Colorado, 1% inrviesota, 2% in lowa, 2% in Wisconsin, 1% in Soustk@a, 2% in Arizona, 1% in
Missouri and the remaining 3% in 14 other staté® Tompany's purchased loans totaled approxim@i€ly,279,000 at September 30, 2002,
and were secured by properties located, as a gageef total loans, as follows: 12% in Washing@#, in North Carolina, 2% in Minneso
2% in lowa, 2% in Wisconsin, 2% in California, 3%3$outh Dakota, 2% in Arizona and the remainingiB%4 other states.

The Company originates and purchases commercic¢state 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
$20,070,000 and $28,470,000 of loans secured ®f paiperties and $16,891,000 and $22,416,000avfd@ecured by assisted livi



facilities at September 30, 2003 and 2002, respagti The remainder of the commercial real estartfglio is diversified by industry. The
Company's policy for requiring collateral and gusess varies with the credit-worthiness of eachdvoer.
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Impaired loans were as follows:

2003 2002
Year-end loans with no allowance for loan losses al located $ - $ --
Year-end loans with allowance for loan losses alloc ated 790,430 1,186,739
Amount of the allowance allocated 312,359 303,730

Average of impaired loans during the year 910,303 4,676,344
Interest income recognized during impairment - -

Cash interest collected on impaired loans was radérnal during the years ended September 30, 2R, and 2001.
NOTE 5. LOAN SERVICING

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

2003 2002
Mortgage loan portfolios serviced for FNMA $25,957,000 $18,164,000
Other 22,095,000 22,170,000

$48,052,000 $40,334,000

Custodial escrow balances maintained in connegtitinthe foregoing loan servicing were approximat&112,000 and $168,000 at
September 30, 2003 and 2002, respectively.

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

2003 2002
Land $ 2,120,000 $ 2,049,135
Buildings 9,134,858 9,535,699
Furniture, fixtures and equipment 4,804,462 4,545,443
16,059,320 16,130,277
Less accumulated depreciation (4,705,955) (5,076,034)
$ 11,353,365  $ 11,054,243

Depreciation of premises and equipment includesttupancy and equipment expense was approxima88§,800, $825,000 and $660,000
for the years ended September 30, 2003, 2002 &t Péspectively.
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NOTE 7. DEPOSITS

Jumbo certificates of deposit in denominations¥®&000 or more were approximately $109,429,000%48}416,000 at September 30, 2003
and 2002, respectively.

At September 30, 2003, the scheduled maturitieguificates of deposit were as follows for therngeanding September 30:

2004 $184,392,769
2005 57,656,158
2006 24,210,808
2007 22,327,729
2008 8,905,573
Thereafter 1,104,156

$298,597,193

NOTE 8. ADVANCES FROM FEDERAL HOME LOAN BANK

At September 30, 2003 advances from the FHLB of Memes with fixed and variable rates ranging frarh2% to 7.19% (weighted-average
rate of 3.41%) are required to be repaid in the gading September 30 as presented below. Advaatamg $49,700,000 contain call
features which allow the FHLB to call for the prgpeent of the borrowing prior to maturity.

2004 $110,835,778
2005 14,884,475
2006 8,601,886
2007 11,188,213
2008 23,568,667
Thereafter 54,705,375

$223,784,394

First Federal and Security have executed blanlkelgel 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, Fitetleral and Security have the right to
use, commingle and dispose of the collateral ttesetassigned to the FHLB. Under the agreements, IFéderal and Security must maintain
"eligible collateral" that has a "lending value'l@ast equal to the "required collateral amount,aadefined by the agreements.

At year end 2003 and 2002, First Federal and Sgaoilectively pledged securities with amortizesbsts of $168,857,000 and $75,975,000
and fair values of approximately $167,899,000 arid,&41,000 against specific FHLB advances. In axdifjualifying mortgage loans of
approximately $120,888,000 and $70,258,000 werdgele as collateral at September 30, 2003 and 2002.

NOTE 9. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE
Securities sold under agreements to repurchadedd#&7,702,034 and $70,176,228 at September 33, &0d 2002, respectively.

An analysis of securities sold under agreementsgarchase is as follows:

2003 2002
Highest month-end balance $ 110,488,119  $70,176,228
Average balance 78,208,576 39,288,209
Weighted average interest rate
during the period 1.42% 2.01%
Weighted average interest rate
at end of period 1.16% 1.90%

At year-end 2003, securities sold under agreenmertspurchase had a weighted average maturityssfttean 1 month.

The Company pledged securities with amortized aofsépproximately $81,428,000 and $79,548,000 aird/&lues of approximately
$81,612,000 and $80,950,000, respectively, at-end 2003 and 2002 as collateral for securities sotter agreements to repurche



NOTE 10. TRUST PREFERRED SECURITIES

The Company issued all of the 10,000 authorizedeshaf trust preferred securities of First Midwiestancial Capital Trust | holding solely
subordinated debt securities. Distributions ar@ gaimi-annually. Cumulative cash distributionsaaleulated at a variable rate of LIBOR (as
defined) plus 3.75% (4.90% at September 30, 2083Ha61% at September 30, 2002), not to exceed 12T Company may, at one or
more times, defer interest payments on the cagétalrities for up to 10 consecutive semi-annuabgsr but not beyond July 25, 2031. At the
end of any deferral period, all accumulated andaighdistributions will be paid. The capital seciestwill be redeemed on July 25, 2031,
however, the Company has the option to shortemtitarity date to a date not earlier than July ZB& The redemption price is $1,000 per
capital security plus any accrued and unpaid thstions to the date of redemption plus, if redeepréat to July 25, 2011, a redemption
premium as defined in the Indenture agreement.

Holders of the capital securities have no votigits, 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 sheétSeptember 30, 2003 as liabilities.
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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 2001, theFEIS®rowed $360,000 from the Company to purchag@080shares of the Company's
common stock. Final payment of this loan was remiduring the year ended September 30, 2002. 18,200 ESOP borrowed $145,982
from the Company to purchase 10,238 shares of ¢timep@ny's common stock. Final payment of this loas veceived during the year ended
September 30, 2003. In 2003, the ESOP borrowed,$888rom the Company to purchase 35,574 sharfeedfompany's common stock.
Shares purchased by the ESOP are held in susparaétation among participants as the loan isikESOP expense of $263,055,
$304,468 and $174,660 was recorded for the yeasdeBeptember 30, 2003, 2002 and 2001, respect®@ehtributions of $253,050,
$279,750 and $180,000 were made to the ESOP dilmngears ended September 30, 2003, 2002 and 28Qikctively.

Contributions to the ESOP and shares releaseddtmmense in an amount proportional to the repayonfehe ESOP loan are allocated
among ESOP participants on the basis of compemsiithe year of allocation. Benefits generallydree 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, 2003, 2002 d1d 26,000, 22,000 and 15,000 shares with an agdeagvalue of $17.54, $13.84 and
$11.64 per share, respectively, were committeckteeleased. Also for the years ended Septemb&@083, 2002 and 2001, allocated shares
and total ESOP shares reflect 4,865, 12,629 aridissbares, respectively, withdrawn from the ESOPRdrticipants who are no longer with
the Company and 6,569, 7,760 and 9,312 sharegatbsgly, purchased for dividend reinvestment.

Year-end ESOP shares are as follows:

2 003 2002 2001
Allocated shares 252, 448 235,744 218,613
Unearned shares 23, 812 3,238 15,000
Total ESOP shares 276, 260 238,982 233,613
Fair value of unearned shares $525, 055 $46,142 $202,500

STOCK OPTIONS AND INCENTIVE PLANS

Certain officers and directors of the Company haeen granted options to purchase common stockedEtdmpany pursuant to stock option
plans. Stock option plans are used to reward airecofficers and employees and provide them withd@ditional equity interest. Options are
issued for 10 year periods, with 100% vesting galheoccurring either at grant date or 48 monthsrajrant date. At September 30, 2003,
205,277 shares were authorized for future grants.

Information about option grants follows:

Weighted-
Number of Average
Options  Exercise Price

Outstanding, September 30, 2000 300,318 $ 11.51
Granted 31,738 13.61
Exercised (40,000) 6.67
Forfeited (4,000) 13.00

Outstanding, September 30, 2001 288,056 12.40
Granted 27,641 14.27
Exercised (61,524) 7.14
Forfeited (3,000) 13.22

Outstanding, September 30, 2002 251,173 13.88
Granted 36,708 21.45

Exercised (35,292) 6.67
Forfeited -- -




Outstanding, September 30, 2003 252,589 $ 15.99
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The weighted-average fair value per option foramigranted in 2003, 2002 and 2001 was $4.81, $hd12.61. At September 30, 2003,
options outstanding were as follows:

Weighted -Average
Exercise  Weighted-Average Remain ing Life Number
Price Exercise Price (Years) of Options
$9.63-%$9.99 $ 9.63 6.91 21,824
$10.00 - $14.99 13.68 7.63 81,234
$15.00 - $19.99 16.78 3.55 104,383
$20.00 - $21.77 21.39 8.61 45,148
$15.99 6.06 252,589

Options exercisable at year end were as follows:

Weighted-
Number of Average
Options Exercise Price
2001 270,556 12.38
2002 237,048 13.95
2003 236,464 15.99

PROFIT SHARING PLAN

The Company has a profit sharing plan covering tsuibislly all full-time employees. Contribution expse for the years ended September 30,
2003, 2002 and 2001, was $283,212, $244,927 ane, $&3, respectively.

NOTE 12. INCOME TAXES

The Company, the Bank and its subsidiaries andridgéile 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 inctareeturn, the Bank was allowed a
special bad debt deduction based on a percentaggaifle income (8% for 1996) or on specified eigrere formulas. The Bank used the
percentage of taxable income method for the tax geded September 30, 1996. Tax legislation pass&dgust 1996 now requires the Bank
to deduct a provision for bad debts for tax purpdsssed on actual loss experience and recap-tiextess 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.

The provision for income taxes consists of:

2003 2002 2001
Federal:
Current $1,430,109 $ 904,539 $1,170,302
Deferred (23,962) (64,787) (105,167)
1,406,147 839,752 1,065,135
State:
Current 278,015 153,170 (27,756)
Deferred (5,876) (27,040) (26,833)
272,139 126,130 (54,589)
Income tax expense $ 1,678,286 $ 965,882 $ 1,010,546

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

2003 2002 2001




Income taxes at 34% federal tax rate $

Increase (decrease) resulting from:
State income taxes - net of federal benefit
Nondeductible goodwiill
Nontaxable buildup in cash surrender value
Resolution of a tax contingency
Other, net

Total income tax expense $

1,726,000 $1,062,000 $ 993,000

141,000 97,000 113,000
- — 124,000
(190,000)  (217,000) -
- —  (139,000)
1,286 23,882  (80,454)

1,678,286 $ 965,882 $ 1,010,546
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Year-end deferred tax assets and liabilities cow$is

2003 2002
Deferred tax assets:
Bad debts $1,640,000 $ 1,447,000
Net unrealized losses on securities available f orsale 1,796,435
Other - 54,000

3,436,435 1,501,000

Deferred tax liabilities:

Federal Home Loan Bank stock dividend (452,000) (452,000)
Premises and equipment (342,000) (204,000)
Deferred loan fees (148,000) (97,000)
Net unrealized gains on securities available fo r sale -- (291,680)

Other (98,335)  (178,173)

(1,040,335) (1,222,853)

Net deferred tax assets $2,396,100 $ 278,147

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

NOTE 13. CAPITAL REQUIREMENTS AND RESTRICTIONS ON R ETAINED EARNINGS

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

Quantitative measures established by regulati@msure capital adequacy require First Federal asdry to maintain minimum amounts
and ratios (set forth in the table below) of tatsk-based capital and Tier | capital (as defimethie regulations) to risk-weighted assets (as
defined), and a leverage ratio consisting of Tieapital (as defined) to average assets (as défiMahagement believes, as of September 30,
2003, that First Federal and Security meet thetalbgidequacy requirements.
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First Federal's and Security's actual capital agdired capital amounts and ratios are presentewbe

Minimum
Minimum Requirement To Be Well
For Capital Adequacy Under Prom

Requirement
Capitalized
pt Corrective

Actual Purposes Action Provisions

Amount Ratio Amount Ratio Amount Ratio

(Dollars in thousands)
AS OF SEPTEMBER 30, 2003:
Total capital (to risk-weighted assets):

First Federal $50,794 12.1% $33,721 8.0%  $42,15 2 10.0%

Security 4588 155 2,366 8.0 2,95 7 10.0
Tier 1 (Core) capital (to risk-weighted assets):

First Federal 46,058 109 16,861 4.0 25,29 1 6.0

Security 4,294 145 1,183 4.0 1,77 4 6.0
Tier 1 (Core) capital (to average total assets):

First Federal 46,058 7.1 26,108 4.0 32,63 4 50

Security 4,294 6.7 2,549 4.0 3,18 6 5.0
Tier 1 (Core) capital (to total assets),

First Federal 46,058 6.5 28,222 4.0 35,27 7 50

AS OF SEPTEMBER 30, 2002:
Total capital (to risk-weighted assets):

First Federal $47,800 12.9% $29,603 8.0%  $37,00 4 10.0%

Security 4,773 15.0 2,543 8.0 3,17 9 100
Tier 1 (Core) capital (to risk-weighted assets):

First Federal 43,327 11.7 14,801 4.0 22,20 2 6.0

Security 4,448 140 1,272 4.0 1,90 7 6.0
Tier 1 (Core) capital (to average total assets):

First Federal 43,327 8.5 20,372 4.0 25,46 5 5.0

Security 4,448 8.3 2,142 4.0 2,67 7 5.0
Tier 1 (Core) capital (to total assets),

First Federal 43,327 79 21,822 4.0 27,27 7 5.0

Regulations limit the amount of dividends and ottegpital distributions that may be paid by a finahmstitution without prior approval of i
primary regulator. The regulatory restriction 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, RifSsederal and Security can make, without
regulatory approval, distributions during a calengkar up to 100% of their retained net incometli@rcalendar year-to-date plus retained net
income for the previous two calendar years (leysdiwvidends previously paid) as long as they remaéti-capitalized, as defined in prompt
corrective action regulations, following the progddlistribution. Accordingly, at September 30, 2083 roximately $5,662,000 of First
Federal's retained earnings and $119,000 of Sgaurdtained earnings were potentially availabtedistribution to the Company.

NOTE 14. COMMITMENTS AND CONTINGENCIES

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

At September 30, 2003 and 2002, loan commitmergsoapnated $63,421,000 and $35,562,000, respegtieatluding undisbursed portio
of loans in process. Loan commitments at Septe®®e2003 included commitments to originate fixetkdaans with interest rates ranging
from 4% to 10% totaling $13,208,000 and adjustaate-loan commitments with interest rates rangingnf3% to 18% totaling $30,663,000.
The Company also had commitments to purchase atijestate loans of $14,000,000 with interest redaging from 5% to 5.79% and fixed-
rate loans of $5,550,000 with interest rates rap@iom 5.38% to 8%. Loan commitments at SeptemBeRB02 included commitments to
originate fixed-rate loans with interest rates ingdrom 4.6% to 10% totaling $13,070,000 and adjole-rate loan commitments with
interest rates ranging from 2.1% to 18% totaling§,422,000. The Company also had commitments tdhasecadjustable rate loans of
$3,000,000 with interest rates of 6.63% and fixa@-toans of $1,000,000 with interest rates of G76ommitments, which are disbursed
subject to certain limitations, extend over varipasiods of time. Generally, unused commitmentscareeled upon expiration of the
commitment term as outlined in each individual cacit

The exposure to credit loss in the event of nomparance by other parties to financial instrumeatcbmmitments to extend credit is
represented by the contractual amount of thoseuimgnts. The same credit policies and collateguirements are used in making
commitments and conditional obligations as are dgedn-balance-sheet instruments.

Since certain commitments to make loans and to fimed of credit and loans in process expire witlming used, the amount does not
necessarily represent future cash commitmentsdditian, commitments used to extend credit are@gents to lend to a customer as long as
there is no violation of any condition establislrethe contract



Securities with amortized costs of approximatel§,839,000 and $31,381,000 and fair values of apmrabely $27,858,000 and $28,954,000
at September 30, 2003 and 2002, respectively, pledged as collateral for public funds on deposit.

Securities with amortized costs of approximately0#6,000 and $7,280,000 and fair values of apprateiy $6,220,000 and $7,568,000 at
September 30, 2003 and 2002, respectively, wedgptkas collateral for individual, trust and estposits.

Under employment agreements with certain executfieers, certain events leading to separation ftbenCompany could result in cash pay-
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ments totaling approximately $2,688,000 as of Saptr 30, 2003.

The Company and its subsidiaries are subject taioeclaims and legal actions arising in the ordir@urse of business. In the opinion of
management, after consultation with legal courtBelultimate disposition of these matters is ngeexed to have a material adverse effect on
the consolidated financial position or results pé@tions of the Company.

NOTE 15. OTHER COMPREHENSIVE INCOME (LOSS)

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

2003 2002 2001
Net change in net unrealized gains and losses on se curities available for sale:
Unrealized gains (losses) arising during the ye ar $(5,369,149) $3 35,288 $ 4,546,133
Reclassification adjustment for (gains) losses included in net income (242,562) ( 86,194) 60,275
Net change in unrealized gains and losses on securities available for sale (5,611,711) 2 49,094 4,606,408
Tax effects 2,088,115 ( 92,687) (1,714,090)
Other comprehensive income (loss) $(3,523,596) $1 56,407 $ 2,892,318

NOTE 16. LEASE COMMITMENT

The Company has leased property under various noetable operating lease agreements which expiraratus times through December
2009, and require annual rentals ranging from $Bt00552,200 plus the payment of the property tamesmal maintenance and insurance on
the property

The total minimum rental commitment at September2B03, under the leases is as follows:

2004 $ 96,400
2005 100,600
2006 99,140
2007 99,580
2008 99,015
Thereafter 362,550
$857,285

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

CONDENSED BALANCE SHEETS
SEPTEMBER 30, 2003 AND 2002

2003 2002

ASSETS
Cash and cash equivalents $ 138,017 $ 57,651
Securities available for sale 2,613,771 2,609,357
Investment in subsidiaries 50,832,669 51,975,306
Loan receivable from ESOP 401,676 46,142
Loan receivable 1,307,259 1,349,543
Other assets 916,660 350,302

Total assets $ 56,210,052 $ 56,388,301

LIABILITIES AND SHAREHOLDERS' EQUITY



LIABILITIES

Loan payable to subsidiaries
Trust preferred securities
Accrued expenses and other liabilities

Total liabilities

SHAREHOLDERS' EQUITY

Common stock

Additional paid-in capital

Retained earnings, substantially restricted
Accumulated other comprehensive income (loss)
Unearned Employee Stock Ownership Plan shares
Treasury stock, at cost

Total shareholders' equity

Total liabilities and shareholders' equity

$ 2,900,000 $ 1,755,000
10,000,000 10,000,000
279,253 45,535

13,179,253 11,800,535

29,580 29,580
20,538,879 20,593,768
34,057,741 31,940,648
(3,028,762) 494,834
(401,676)  (46,142)
(8,164,963) (8,424,922)

43,030,799 44,587,766

$ 56,210,052 $ 56,388,301
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CONDENSED STATEMENTS OF INCOME
YEARS ENDED SEPTEMBER 30, 2003, 2002 AND 2001

2003
Dividend income from subsidiaries $1,250,000 $ 24
Interest income 334,656 32
Gain (loss) on sales of securities available for sa le, net 48,109 4

1,632,765 61

Interest expense 644,385 68
Operating expenses 662,046 61

1,306,431 1,30

Income (loss) before income taxes and equit y in undistributed
net income of subsidiaries 326,334 (68
Income tax (benefit) (304,000) (30
Income (loss) before equity in undistributed net income of subsidiaries 630,334 (38
Equity in undistributed net income of subsidiaries 2,766,670 2,53
Net income $ 3,397,004 $2,15

5,000 $ 1,550,000
2,345 309,054
8,064  (60,275)

2,134 332,250

5,303) 916,491

4,000) (247,000)

1,303) 1,163,491

7,931 746,252

6,628 $ 1,909,743

CONDENSED STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 30, 2003, 2002 AND 2001

2003
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $3,397,004 $2,15
Adjustments to reconcile net income to net cash provided by operating
activities:
Equity in undistributed net income of subsid iaries (2,766,670) (2,53
(Gain) loss on sales of securities available for sale, net (48,109) (4
Change in other assets (465,296) 43
Change in accrued expenses and other liabili ties 233,718 7
Net cash provided by operating activiti es 350,647 8
CASH FLOWS FROM INVESTING ACTIVITIES
Investment in subsidiary - (25
Repayment of securities -
Purchase of securities available for sale (48,325) (1,00
Proceeds from sales of securities available for sale 156,016 1,41
Loan to ESOP (608,584) (14
Net change in loan receivable 42,284 (45
Repayments on loan receivable from ESOP 253,050 27
Net cash (used in) investment activitie s (205,559) (15
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from issuance of trust preferred secur ities -
Proceeds from loan payable to subsidiaries 1,975,000 1,75
Repayments on loan payable to subsidiaries (830,000)
Debt issuance costs incurred -
Cash dividends paid (1,279,911) (1,28
Proceeds from exercise of stock options 235,281 43
Purchase of treasury stock (165,092) (84
Net cash provided by (used in) financin g activities (64,722) 6
Net change in cash and cash equivalents 80,366 (
CASH AND CASH EQUIVALENTS
Beginning of year 57,651 6

End of year $ 138,017 $ 5

2002 2001

6,628 $ 1,909,743

7,931)  (746,252)
8,064) 60,275

0,000)  (7,000,000)
342 3,806
0,000) -
0,770 795,000
5,893)  (360,000)
0,230)  (574,134)
9,751 180,000

-~ 10,000,000
5,000 -

-~ (2,550,000)

-~ (305,812)
2,623) (1,247,486)
9,860 266,667
3,327)  (17,777)

3,322)  (11,263)

0,973 72,236

7,651 $ 60,973



SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash paid during the year for interest $ 644,385 $ 68 2,134 $ 332,250
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The extent to which the Company may pay cash didde¢o 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 ED)

Quarter Ended

December 31 March 31 June 30 Septem ber 30
FISCAL YEAR 2003:
Total interest income $8,952,749 $9,001,683 $8,773,197 $8,4 51,524
Total interest expense 5,027,183 4,854,739 4,841,730 4,7 27,099
Net interest income 3,925,566 4,146,944 3,931,467 3,7 24,425
Provision for loan losses 175,000 108,000 67,000 -
Net income 844,256 915,186 892,407 7 41,155
Earnings per common and common equivalent share :
Basic $ 034 $ 037 0.36 $ 0.30
Diluted 0.34 0.37 0.36 0.30
FISCAL YEAR 2002:
Total interest income $8,990,799 $8,633,888 $8,904,424 $8,9 04,383
Total interest expense 5,928,035 5,429,196 5,293,508 5,0 83,311
Net interest income 3,062,764 3,204,692 3,610,916 3,8 21,072
Provision for loan losses 299,000 136,000 280,000 3 75,000
Net income 436,785 448,123 528,458 7 43,262
Earnings per common and common equivalent share :
Basic $ 018 $ 0.18 022 $ 0.30
Diluted 0.18 0.18 0.21 0.30
FISCAL YEAR 2001:
Total interest income $9,861,440 $9,534,327 $9,419,259 $9,4 08,878
Total interest expense 6,545,052 6,349,019 6,250,738 6,2 45,790
Net interest income 3,316,388 3,185,308 3,168,521 3,1 63,088
Provision for loan losses 150,000 120,000 200,000 2 40,000
Net income 606,306 409,127 456,346 4 37,964
Earnings per common and common equivalent share :
Basic $ 025 $ 0.17 019 $ 0.18
Diluted 0.25 0.17 0.19 0.18
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NOTE 19. FAIR VALUES OF FINANCIAL INSTRUMENTS

SFAS No. 107, Disclosures About Fair Value of Fitiahinstruments, requires that the Company disckstimated fair value amounts of its
financial instruments. It is management's beliet 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 showddbted that the operations of the
Company are managed from a going concern basiaatra 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 Companiypiherent value is the subsidiary banks' capétibn 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, 2003
and 2002. This information is presented solelycfampliance with SFAS No. 107 and is subject to geaover time based on a variety of
factors.

2003 2002
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
Selected assets:

Cash and cash equivalents $ 9,756,815 $ 9,757,000 $ 7,376,434 $ 7,376,000
Securities available for sale 366,075,033 366,075,000 218,247,310 218,247,000
Loans receivable, net 349,691,995 352,547,000 341,937,408 345,473,000
Loans held for sale 1,126,310 1,126,000 1,254,962 1,255,000
FHLB stock 10,930,300 10,930,000 6,842,600 6,843,000
Accrued interest receivable 3,932,076 3,932,000 4,320,514 4,321,000

Selected liabilities:

Noninterest bearing demand deposits
Savings, NOW and money market demand deposits

Time certificates of deposit
Total deposits

Advances from FHLB

Securities sold under agreements to repurchase

Trust preferred securities

Advances from borrowers for taxes and insurance

Accrued interest payable

Off-balance-sheet instruments, loan commitments

(17,457,662)
(119,497,887)
(298,597,193)

(17,458,000)
(119,498,000)
(303,189,000)

(11,934,712)
(90,413,488)
(253,431,553)

(435,552,742)

(223,784,394)
(57,702,034)
(10,000,000)

(268,682)
(506,861)
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(440,145,000)

(236,829,000)
(57,703,000)
(10,227,000)
(269,000)
(507,000)

(355,779,753)

(125,089,999)
(70,176,228)
(10,000,000)

(355,884)
(671,033)

(11,935,000)
(90,413,000)
(257,688,000)

(360,036,000)

(138,495,000)
(70,180,000)
(10,008,000)

(356,000)
(671,000)
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The following sets forth the methods and assumptiged in determining the fair value estimatesiferCompany's financial instruments at
September 30, 2003 and 2002.

CASH AND CASH EQUIVALENTS

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

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

The fair value of loans was estimated by discogytiive future cash flows using the current rateghath similar loans would be made to
borrowers with similar credit ratings and for sianitemaining maturities. When using the discountieghod to determine fair value, loans
were gathered by homogeneous groups with simitard@nd conditions and discounted at a targetatatghich similar loans would be made
to borrowers as of September 30, 2003 and 200&ddition, when computing the estimated fair valedl loans, allowances for loan losses
have been subtracted from the calculated fair vidueonsideration of credit issues.

FHLB STOCK

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

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

The fair value of deposits were determined as ¥edta(i) for noninterest bearing demand 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, 2003 and 2002 rificates of deposit with similar remaining nmdties. In accordance with SFAS No.
107. no value has been assigned to the Compamgstéom relationships with its deposit customemdosalue 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 doditing the expected future cash flows usingetuiinterest rates as of September 30,
2003 and 2002, for advances with similar termsranahining maturities.

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

The fair value of securities sold under agreementspurchase, other borrowings and trust prefesesdirities was estimated by discounting
the expected future cash flows using derived istai@es approximating market as of September@@8 2nd 2002, over the contractual
maturity of such borrowings.

ADVANCES FROM BORROWERS FOR TAXES AND INSURANCE
The carrying amount of advances from borrowergdres and insurance is assumed to approximateaitheaiue.
ACCRUED INTEREST PAYABLE

The carrying amount of accrued interest payabtsssimed to approximate the fair val



LOAN COMMITMENTS

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

LIMITATIONS

It must be noted that fair value estimates are nad@despecific point in time, based on relevantkaginformation about the financial
instrument. Additionally, fair value estimates aeesed on existing on and off-balance-sheet finhimg&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 econoomditions, risk characteristics of
various financial instruments, and other factotseeSe estimates are subjective in nature and inwsieertainties and matters of significant
judgment and therefore cannot be determined witlyla level of precision. Changes in assumptionselbas tax considerations cot
significantly affect the estimates. Accordinglysbd on the limitations described above, the ag¢edga value estimates are not intended to
represent the underlying value of the Company itheea going concern or a liquidation basis.
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JOHN THUNE, Board Member "It is a privilege to seren the Board of Directors at First Midwest arschiainks. From the front-line staff to

my peers on the Board, this organization is filkgth quality people. In fact, my wife and | justpetienced the company's first-class service
when we refinanced our home."

Fun Fact: Having given up aspirations of makinig ithe NBA, John now plays in Sioux Falls' overigkketball league.
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JAMES S. HAAHR

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

E. WAYNE COOLEY

Consultant Emeritus of the lowa Girls' High SchoolAthletic Union

E. THURMAN GASKILL

lowa State Senator and Owner of a Grain and Livesttk Farming Operation
J. TYLER HAAHR

President and Chief Operating Officer for FMFI &#SBM, Chief Executive Officer of SSB, Vice Presitland Secretary of First Services
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Vice President of Operations for Blue Dot Servicednc.
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Retired Dairy Specialist Manager for Purina Milisg.; Consultant for TransOva Genetics Dairy Diotsi
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BEN GUENTHER

President, First Federal Storm Lake/Northwest |@aasion

TIM D. HARVEY

President, Brookings Federal Bank Divis



TROY MOORE

President, lowa Savings Bank Division

TONY TRUSSELL

President, First Federal Sioux Falls Division

I. EUGENE RICHARDSON, JR.

President, Security State Bank

CHARLES B. FRIEDERICHS

Senior Vice President and Chief Information Officer
JON C. GEISTFELD

Senior Vice President and Chief Lending Officer
SANDRA K. HEGLAND

Senior Vice President of Human Resources
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Senior Vice President of Compliance and Operations
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2003 ANNUAL REPORT
INVESTOR INFORMATION
ANNUAL MEETING OF SHAREHOLDERS

The Annual Meeting of Shareholders will conven&:@80 pm on Monday, January 26, 2004. 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. 316tSagh 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 1f@+khe year ended September 30, 2003 (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 Nasdaq National Market under the symbolSEA The Wall Street Journal
publishes daily trading information for the stoalder the abbreviation, "FstMidwFnl," in the NatibiMarket Listing. Quarterly dividends ft
2002 and 2003 were $0.13. The price range of theman stock, as reported on the Nasdaq System, sviadl@ws:



FISCAL YEAR 2003 FISCAL YEAR 2002

LOW HIGH LOW HIGH
First Quarter $14.16 $16.57 $12.90 $14.10
Second Quarter 15.88 17.16 12.95 14.25
Third Quarter 16.21 19.25 13.44 14.50
Fourth Quarter 18.37 24.50 12.90 15.45

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

Dividend payment decisions are made with considgeratf a variety of factors including earnings,dirtial condition, market considerations,
and regulatory restrictions. Restrictions on dividgayments are described in Note 13 of the Not€ohsolidated Financial Statements
included in this Annual Report.

As of September 30, 2003, First Midwest had 2,483 $hares of common stock outstanding, which wele Iy 257 shareholders of record,
and 252,589 shares subject to outstanding optidresshareholders of record number does not redigatoximately 433 persons or entities
who hold their stock in nominee or "street" name.

The following securities firms indicated they waigting as market makers for First Midwest Finandia. stock as of September 30, 2003:
Brokerage America, LLC; CIBC World Markets Corpig PPartners, LLC; Friedman Billings Ramsey & Col'NFMidwest Research Secs.;
Goldman, Sachs & Co.; Howe Barnes Investments, Krdight Equity Markets, L.P.; Sandler O'Neill & Raers; and Schwab Capital
Markets.
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DIANA GONZALES PAULEY, Bilingual Mortgage Originatd'Home ownership is an American dream. | enjofirgitdown with our
customers and really getting to know them. Whatth helps me recommend a mortgage loan thatiisfagtheir budget and their lifestyle.
I'm happiest when helping others."

Fun Facts: Makes homemade enchiladas for teammatesustomers over lunch breaks. Volunteered 268shn the community this yee



[LOGQ] First Midwest financial, Inc.
People helping people

First Federal Building
Fifth at Erie

P.O. Box 1307

Storm Lake, lowa 50588

www.fmficash.comr



Parent

First Midwest
Financial, Inc.

First Midwest
Financial, Inc.

First Midwest
Financial, Inc.

First Midwest
Financial, Inc.

First Federal Savings
Bank of the Midwest

First Services
Financial Limited

EXHIBIT 21

SUBSIDIARIES OF THE REGISTRANT

State of
Percentage of Incorporation or
Subsidiary Ownership Organization

First Federal Savings B ank 100% Federal
of the Midwest
Security State Bank 100% lowa
First Midwest Financial 100% Delaware
Capital Trust |
First Services Trust 100% South Dakota
Company

First Services Financia 100% lowa

Limited
Brookings Service 100% South Dakota

Corporation

The financial statements of First Midwest Finandiat. are consolidated with those of its subsid&a



EXHIBIT 23
CONSENT OF INDEPENDENT AUDITORS

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

We consent to the incorporation by reference inFingt Midwest Financial, Inc. Registration Stateseon Form S-8 of First Midwest
Financial, Inc., pertaining to the First Midwesh&incial, Inc. 1995 Stock Option and Incentive Rlad the First Midwest Financial, Inc. 20
Omnibus Incentive Plan, of our report dated Oct@%r2003, which appears in the annual report amF®-K of First Midwest Financial,
Inc. and subsidiaries for the year ended SepteBe2003.

/sl Mcd adrey & Pullen, LLP

Mcd adrey & Pullen, LLP

Des Moines, |owa
Decenber 26, 2003



EXHIBIT 31.1

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

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

2. Based on my knowledge, this report does notaioriny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, 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-15(e) and 15d-15(e)jHeregistrant and have:

a) Designed such disclosure controls and procedares designed under our supervision, to ensatentilaterial information relating to the
registrant, including its consolidated subsidiagrissnade known to us by others within those esjtparticularly during the period in which
this report is being prepared;

b) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure and proceduresf e end of the period covered by this reporedamn such evaluation; and

c) Disclosed in this report any change in the tegig's internal control over financial reportifgit occurred during the registrant issuer's |
recent fiscal quarter (the registrant's fourthdigguarter in the case of an annual report) thaaerially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officers arfthive disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataummittee of the registrant's board of direcf@nspersons performing the equivalent
function):

a) All significant deficiencies and material weakses in the design or operation of internal costookr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpmaincial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a sigmificle in the registrant's internal
control over financial reporting.

Dat e: Decenber 26, 2003

/sl Janes S. Haahr

Chi ef Executive O ficer



EXHIBIT 31.2

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

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

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigtadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows registrant as of, and for peérgods 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-15(e) and 15d-15(e)jHeregistrant and have:

a) Designed such disclosure controls and procedares designed under our supervision, to ensatentilaterial information relating to the
registrant, including its consolidated subsidiagrissnade known to us by others within those esjtparticularly during the period in which
this report is being prepared;

b) Evaluated the effectiveness of the registratisslosure controls and procedures and presentiisineport our conclusions about the
effectiveness of the disclosure and proceduresf e end of the period covered by this reporedamn such evaluation; and

c) Disclosed in this report any change in the tegig's internal control over financial reportifgit occurred during the registrant's most re
fiscal quarter (the registrant's fourth fiscal deain the case of an annual report) that as natgeffected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officers arfthive disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataummittee of the registrant's board of direcf@nspersons performing the equivalent
function):

a) All significant deficiencies and material weakses in the design or operation of internal costookr financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and rtefpmaincial information; and

b) Any fraud, whether or not material, that invalveanagement or other employees who have a sigmificle in the registrant's internal
control over financial reporting.

Dat e: Decenber 26, 2003

/'s/ Donald J. Wnchell

Chi ef Financial Oficer



EXHIBIT 32.1
CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report First MidwE&gtancial, Inc. (the "Company") on Form 10-K foetpear ended September 30, 2003, as
filed with the Securities and Exchange Commissiothe date of this Certification (the "Report”)Jdmes S. Haahr, the Chief Executive
Officer of the Company, certify, pursuant to 18 ICSSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that:

(1) the Report complies with the requirements afisa 13(a) or 15(d) of the Securities Exchange &fct934; 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: Janmes S. Haahr
Chi ef Executive Oficer
Decenber 26, 2003



Exhibit 32.2
CERTIFICATION PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report First Midw&gtancial, Inc. (the "Company") on Form 10-K foetpear ended September 30, 2003, as
filed with the Securities and Exchange Commissioithe date of this Certification (the "Report")Dignald J. Winchell, the Chief Financial
Officer of the Company, certify, pursuant to 18 ICSSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that:

(1) the Report complies with the requirements afisa 13(a) or 15(d) of the Securities Exchange &fct934; 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
Name: Donald J. W nchell
Chi ef Financial Oficer
Decenber 26, 2003



EXHIBIT 99

CODE OF ETHICS



Exhibit 99

CODE OF ETHICS FOR THE PRINCIPAL EXECUTIVE OFFICER AND
SENIOR FINANCIAL OFFICERS OF
FIRST MIDWEST FINANCIAL, INC.

Introduction

This Code of Ethics for the Principal Executivei@ff and Senior Financial Officers (the "Code dfi€s") has been adopted by the Board of
Directors (the "Board") of First Midwest Financlakt. (the "Company") to promote honest and ethscalduct, full, fair, accurate, timely and
understandable disclosure of information in the @any's periodic and other public reports, and ctanpk with applicable laws, rules, and
regulations by the Company's Senior Financial @ffic

Senior Financial Officers

As used in this Code of Ethics, the term SenioaRaial Officer means the Company's Chief Execud¥ficer, Chief Financial Officer,
Controller or Principal Accounting Officer, and aother persons performing similar functions for @@mpany.

Code of Ethics
In performing his or her duties, each of the SeRioancial Officers must:

1. Maintain high standards of honest and ethicatioot and avoid any actual or apparent confliciai@rest between personal and
professional relationships;

2. Report to the Audit Committee of the Board aawftict of interest that may arise and any matdrmhsaction or relationship that
reasonably could be expected to give rise to aliconf interest;

3. Provide, or cause to be provided, full, faicwaate, timely, and understandable disclosureponts and documents that the Company files
with or submits to the Securities and Exchange Cwmsion and in other public communications;

4. Comply and take all reasonable actions to catiers to comply with applicable laws, rules, aagiulations; and
5. Promptly report violations of this Code of Ethio the Audit Committee.

Waiver or Amendments

Any request for waiver of any provision of this @oaf Ethics must be submitted in writing to the @amy's Audit Committee. Waivers may
only be granted by the Audit Committee. This CoflEthics may only be amended by the Board. Any e amendment of this Code of
Ethics will be promptly disclosed on the Comparngternet website, a Current Report on Form 8-Kryr ather means approved by the
Securities and Exchange Commission.

Compliance and Accountability

The Audit Committee will assess compliance witts tBode of Ethics, report material violations to Bward, and recommend to the Board
appropriate action, which may include, but is moited to, reprimand and/or dismissal.

End of Filing
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