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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 pedeaiverall value of these products
and services by users, including the featuresinmgriand quality compared to competitors' produats$ services;

o the willingness of users to substitute competitproducts and services for the Company's produnctservices;
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 hahds; a
o the success of the Company at managing theirigkbsed in the foregoing.

The Company wishes to caution readers that sugbafdrlooking statements speak only as of the dagemThe 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 corpgmn, the principal assets of which are First Fati8avings Bank of the Midwest ("First
Federal") and Security State Bank ("Security")sEMidwest, on September 20, 1993, acquired ahefcapital stock of First Federal in
connection with First Federal's conversion fromnigual to stock form ownership (the "Conversio@h September 30, 1996, First Midw
became a bank holding company upon its acquis@tf@ecurity, as discussed below.

Since the Conversion, the Company has been areatiyuiror of financial institutions. On March 2894, First Midwest acquired
Brookings Federal Bank in Brookings, South DakdBrdokings™). On December 29, 1995, First Midwesfjzired lowa Savings Bank, FSB
in Des Moines, lowa ("lowa Savings"). Brookings dodia Savings were both merged with, and now opaaatdivisions of, First Federal.
September 30, 1996, First Midwest completed theiiattopn of Central West Bancorporation ("CWB"). ®AMas the holding company for
Security in Stuart, lowa, which upon the merge€W¥B into First Midwest resulted in Security becomin stand-alone banking subsidiary of
First Midwest. Unless the context otherwise reajireferences herein to the Company include Fiidiwdst, Security and First Federal and
its subsidiaries on a consolidated basis. See "lEmant's Discussion and Analysis -- Acquisitionsnpteted” in the Annual Report to
Shareholders attached hereto as Exhibit 13 (thalahReport").

First Federal and Security (collectively, the "Baf)kare the only direct, active subsidiaries o6FMidwest. The Banks are community-
oriented financial institutions offering a variatf/financial services to meet the needs of the canities they serve. The Company, through
its subsidiary Banks, provides a full range of ficial services. The principal business of Firstdfathistorically has consisted of attracting
retail deposits from the general public and investhose funds primarily in one- to four-family id=ntial mortgage loans and, to a lesser
extent, commercial and multi-family real estatajagdtural operating and real estate, constructammsumer and commercial business loans
primarily in First Federal's market area. Recerfiyst Federal's lending activities have expandeddlude an increased emphasis on
originations and purchases of commercial and



multi-family real estate loans, generally from adesFirst Federal's market area. The principaliess of Security has been and continues to
be attracting retail deposits from the general joudrhd investing those funds in agricultural resthée and operating loans and, to a lesser
extent, one- to four-family residential, commerdakiness and consumer loans. The Banks also mérchartgage-backed securities and
invest in U.S. Government and agency obligatiorts@her permissible investments. At September 8002the Company had total assets of
$505.6 million, deposits of $318.7 million, and st@lders' equity of $40.0 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, insurancelpets, annuities and brokerage services througdeitdace corporation subsidiaries.

First Federal, directly through its wholly-ownedsidiary, First Services Financial Limited ("Firvices"), and indirectly through
independent contractors, offers mutual funds andpime locations, insurance products and annuitieddition, Brookings Service
Corporation, a subsidiary of First Services, offeitkservice brokerage services through Prime\resancial Services, Inc., a third party
vendor.

First Midwest and the Banks are subject to comprsive regulation. See "Regulation” herein.

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

Market Area

First Federal Savings Bank of the Midwest has flivisions:

First Federal Savings Bank Storm Lake, Brookingdefal Bank, lowa Savings Bank and First Federairg@Bank Sioux Falls. First
Federal's headquarters is located on the cornféiftbfand Erie streets in Storm Lake, lowa. Firstleral Storm Lake operates a total of six
branch offices in Storm Lake, Lake View, Laurengrdon, Odebolt and Sac City, lowa. Brookings Feédkaak operates two facilities in
Brookings, South Dakota. lowa Savings Bank has Bacikties in Des Moines and West Des Moines, lofahird lowa Savings Bank
office, its new main office, is planned for constian in Urbandale, lowa. First Federal Sioux Fhbs opened a temporary facility while
construction is underway for its permanent building

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

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



Storm Lake is located in northwest lowa approxiyat®0 miles northwest of Des Moines and 200 mslesth of Minneapolis in Buena Vit
County. Like much of the State of lowa, Storm Lakel the surrounding market area are highly depéngem farming and agricultural
markets. Major employers in the area include Budista County Hospital, IBP, Inc., Bil Mar Foodslofva, and Buena Vista University. T
world's largest electricity-generating wind farmdsated in Buena Vista County. This $235 milliaojpct, completed in June 1999, provides
enough electricity to serve 71,000 average-sizedindstern households. Storm Lake is also home to@8Weésta University, which currently
enrolls 1,256 full-time students at its Storm Lakenpus and employs 79 full-time faculty.

Brookings is located in east central South Dakapgroximately 50 miles north of Sioux Falls and 2fies west of Minneapolis in
Brookings County. The bank's market area encompaggaroximately a 30 mile radius of Brookings. Binea is generally rural, and
agriculture is a significant industry in the comrityunSouth Dakota State University is the largeaptyer in Brookings. The University had
8,540 students enrolled for the 1999 fall term angbloys 504 full- time faculty. The community als&s several manufacturing companies,
including 3M, Larson Manufacturing, Daktronics, é@ Plastics and Twin City Fan. The Brookings dorisoperates from a main office
located in downtown Brookings and one drive-up bhaaffice also located in Brookings.

Des Moines, the State of lowa's capitol, is locamecentral lowa. The Des Moines market area enemsgs Polk County and surrounding
counties. lowa Savings Bank Division's main offigeerates near a high-traffic intersection, acroms fa major shopping mall in West Des
Moines. The Highland Park facility is located ihiatorical district approximately five minutes nodf downtown Des Moines. Des Moine
one of the top three insurance centers in the waiilth sixty-seven insurance company headquarieioaer one hundred regional insurance
offices. Other major businesses include Hy-Vee Femes, Inc., Bridgestone-Firestone, Inc., Commation Data Services, Inc., Pioneer Hi-
Bred, John Deere, and Meredith Corporation. Unitiessin the area include Drake University, Uppavé University, Simpson College,
Grand View College, Hamilton College and the Unsitgrof Osteopathic Medicine and Health Sciences.

Sioux Falls is located at the crossroads of Iniest29 and 90 in southeast South Dakota, 270 solethwest of Minneapolis. The Sioux
Falls market area encompasses Minnehaha and Liooaimties. The city has ranked number two on gteofinational entrepreneurial hot
spots in 1999 and was among the top ten citiesdar jobs and for new or expanded facilities in 1808genetics, Inc. April 1999; Site
Selection, 1998). The bank is located at a higffitrantersection of Minnesota and 33rd in the hedrSioux Falls. Major employers in the
area include Sioux Valley Hospital, Avera McKenndwspital, John Morrell & Company, Gateway 2000, WMést Coast Transport, and Hy-
Vee Food Stores. Sioux Falls is also home to AugusstCollege, enrollment 1,774, and The Univerditgioux Falls, enrollment 1,107.

Security's main office operates in Stuart, whictocated in west-central lowa, approximately 40emivest of Des Moines on the border of
Adair and Guthrie counties. Security's market ésdaghly dependent on farming and agriculturetedabusinesses, such as Agri-Drain
Corporation, Cardinal Glass, and Rose Acre Farmeedent years, efforts of the West Central I-89dd@ment Corporation have resulted in
significant development of new service-related hesses in the area,
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associated with the westward expansion of Des Moamel direct interstate highway access. Sevenfirauysarks exist in these two counties.
This development provides economic diversity tousié¢s market area.

Many of the Company's market areas are highly digr@on agriculture-related businesses. Agricultatated businesses in recent years
have performed well due to a relatively stable@gdtiiral environment in the Company's market afée. recent decline in grain prices has
challenged area grain farmers, however, livestaidep have improved over the past year to helglgatthe agricultural economy. Although
there has been minimal effect observed to datextended period of low commodity prices could resuh reduced demand for goods and
services provided by agriculture-related businessbhich could also affect other businesses in thmgany's market 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 mortgd@\RM") loans and short-term loans for retentiorits portfolio in order to increase the
percentage of loans in its portfolio with more fneqt repricing or shorter maturities, and in somges higher yields, than fixed-rate
residential mortgage loans. The Company, howewr cbntinued to originate fixed-rate residentiattgege loans in response to consumer
demand. See "Management's Discussion and Analyaisset/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 originad@sl purchases commercial and multi-family realtedtsans and originates consumer,
commercial business, residential and commerciattoction and agriculturally related loans. The @amy originates most of its loans in its
primary market area. More recently, the Companyihe®ased its emphasis, both in absolute doliadsas a percentage of its gross loan
portfolio, on these less traditional lending adias. At September 30, 2000, the Company's netpoaifolio totaled $324.7 million, or 64.2%
of the Company's total assets.

Loan applications are initially considered and appd at various levels of authority, dependinglantype, amount and loan-to-value ratio of
the loan. The Company has loan committees for eatie Banks comprised of officers of such Banksans in excess of certain amounts
require the approval of at least two committee menslvho must also be executive officers, or by ®@hk's Board of Directors, which has
responsibility for the overall supervision of tleah portfolio. The Company reserves the right szaintinue, adjust or create new lending
programs to respond to its needs and to compefadters.

At September 30, 2000, the Company's largest lgnditationship to a single borrower or group o&tetl borrowers totaled $6.3 million. The
Company had eleven other lending relationshipsaess of $3.0 million as of September 30, 2000 trithaverage outstanding balance of
such loans totaling approximately $4.3 million.@d¢ptember 30, 2000, each of these loans was pénfpimaccordance with its repayment
terms.



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

September 30,

1996 1997 1998 1 999 2000
Amount Per cent Amount Percent Amount Percent Amount Percent Amount Percent
Real Estate Loans
One- to four-family............... $ 78,476 3 1.6% $ 73,903 27.8% $ 85,799 30.5% $110,31 7 34.8% $105,702 31.6%
Commercial and multi-family....... 85,157 3 42 74,870 28.1 66,845 23.8 8579 3 27.1 103,595 31.0
Agricultural..........cccocoene 11,068 45 11,732 44 10,537 3.8 9,87 4 31 10,895 3.3
Construction or development....... 7,819 31 21,264 80 32,990 11.7 28,37 9 9.0 31,301 94
Total real estate loans. 182,520 7 3.4 181,769 68.3 196,171 69.8 234,36 3 74.0 251,493 753
Other Loans:
Consumer Loans:
Home equity. 7,823 3.1 14,007 5.3 15,285 54 14,83 4 47 18,144 54
Automobile.. 2.2 6,106 2.3 4,445 1.6 3,86 1 13 2,596 8
Other (1) 2.9 7,285 2.7 6,509 2.3 4,73 1 14 5743 1.7
Total consumer loans.......... 20,428 8.2 27,398 10.3 26,239 9.3 2342 6 7.4 26,483 7.9
Agricultural operating... 2.2 38,650 145 37,234 132 29,28 4 9.2 26,810 8.0
Commercial business... 6.2 18,456 6.9 21,587 7.7 29,94 2 94 29,332 8.8
Total other loans............. 6.6 84,504 31.7 85,060 30.2 82,65 2 26.0 82,625 247
Total loans...........cc..... 0.0% 266,273 100.0% 281,231 100.0% 317,01 5 100.0% 334,118 100.0%
Less:
Loans in process.................. 2,240 8,700 7,738 10,49 4 5,424
Deferred fees and discounts....... 650 553 298 35 0 401
Allowance for losses.............. 2,356 2,379 2,909 3,09 3 3,590
$254,641 $270,286 $303,07 8 $324,703

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

September 30,

199 6 1997 1998 1999 2000
Amount Percent Amount Percent Amount Percent Amo unt Percent Amount Percent

Fixed Rate Loans:
Real estate:
One- to four-family................... $ 41,322 16.6% $ 33,369 12.5% $51,235 18.2% $52 ,943 16.7% 50,813 15.2%
Commercial and multi-family........... 14,036 5.6 11,124 42 11582 4.1 34 326 10.8 35,277 10.6
Agricultural..........cccoceiiinne 4,250 1.7 5978 23 4982 18 5 ,080 16 3,147 9
Construction or development........... 2,938 1.2 2997 1.1 1829 7 2 322 .8 4,001 1.2

Total fixed-rate real estate loans. 62,546 25.1 53,468 20.1 69,628 24.8 94 ,671 29.9 93,238 27.9

CONSUMET......cooveiiiiiiiiiiinins 19,145 7.7 26,100 9.8 24909 88 21 ,803 6.9 25,066 7.5
Agricultural operating .. 14,998 6.1 16,280 6.1 18,821 6.7 14 ,896 4.7 10,396 3.1

Commercial business... 7,200 29 10,462 3.9 15,108 54 23 , 206 7.3 14,215 4.3
Total fixed-rate loans............. 103,889 41.8 106,310 39.9 128,466 45.7 154 ,576 48.8 142,915 42.8

Adjustable Rate Loans:

Real estate:

One- to four-family. 37,154 149 40,534 152 34,564 12.3 57 374 18.1 54,889 16.4
Commercial and multi-family........... 71,121 28.6 63,746 239 55263 19.6 51 467 16.2 68,318 20.5
Agricultural.........c..coeveenen. 6,818 2.7 5,754 2.2 5555 20 4 ,794 1.6 7,748 2.3
Construction or development........... 4,881 2.0 18,267 6.9 31,161 111 26 ,067 8.2 27,300 8.2

Total adjustable-rate real

estate loans.. 48.2 128,301 48.2 126,543 45.0 139 ,692 44.1 158,255 47.4
Consumer. 5 1298 5 1330 5 1 623 5 1417 4
Agricultural operating 6.2 22,370 84 18,413 65 14 ,388 45 16,414 4.9
Commercial business.... 3.3 7,994 3.0 6,479 23 6 ,736 2.1 15,117 45

Total adjustable rate loans.. 144,891 58.2 159,963 60.1 152,765 54.3 162 ,439 51.2 191,203 57.2

Total loans........ccceeeeeeeeeen. 248,780

,015 100.0% 334,118 100.0%
Less:
Loans in process...........cccovveene 2,240 8,700 7,738 10 ,494 5,424
Deferred fees and discounts... 650 553 298 350 401
Allowance for loan losses.... 2,356 2,379 2,909 3 ,093 3,590
Total loans, net.... $243,534 $254,641 $270,286 $303 ,078 $324,703




The following table illustrates the interest ragmsitivity of the Company's loan portfolio at Sepber 30, 2000. 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 w
Average
Amount Rate Amount

Due During

Years Ending

September 30,

2001(2) $89,855 8.29% $17,342 10
2002-2005 70,209 7.79 10,544 9

2005 and following 60,129 7.31 3,414 8

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

ction Consumer Operating Bu
eighted Weighted Weighted
Average Average Average

Rate  Amount Rate Amount Rate Amoun

(Dollars in Thousands)

10% $7,949  9.34% $21,563 10.23% $19,6
42 13,692 912 3,624 937 95
.58 4,842 936 1,623 9.56 1

(2) Includes demand loans, loans having no statgdnity and overdraft loans.
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siness Total
Weighted Weighted
Average Average

t Rate Amount Rate

57 10.15% $156,366 9.05%
42 8.37 107,611 8.22
33 10.35 70,141 7.57



The total amount of loans due after September @00 2vhich have predetermined interest rates is $1d@lion, while the total amount of
loans due after such date which have floating @rsadble interest rates is $191.2 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,
2000, the Company's one- to fdamily residential mortgage loan portfolio tota®#05.7 million, or 31.6% of the Company's totalggroar
portfolio. Approximately 33.3% of the Company's eteefour-family mortgage loans or 10.5% of the Qramy'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, 2000, the average outstandimgipal balance of a one- to four-
family residential mortgage loan was $55,000.

The Company offers fixed-rate and ARM loans. Dutiimg year ended September 30, 2000, the Compaginated $4.0 million of
adjustable-rate loans and $11.3 million of fixeter@ans secured by one- to four-family residemtal estate. The Company's one- to four-
family residential mortgage originations are sedysamarily by properties located in its primary ket area and surrounding areas.

The Company originates one- to four-family resid@mhortgage loans with terms up to a maximum of/8ars 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 serffi¢o reduce the Company's exposure to at or bilew80% loan-to-value level or the
loans are sold. Residential loans generally donubade prepayment penalties.

The Company currently offers one, three and fivar y&RM loans with an initial interest rate margiveo the yield on the corresponding U.S.
Treasury Security. These loans have a fixed-ratéhostated period and, thereafter, such loansadpnually. These loans generally provide
for an annual cap of up to a 200 basis points difdtame cap of 600 basis points over the initiatie. As a consequence of using an initial
fixed-rate and caps, the interest rates on theseslmay not be as rate sensitive as is the Congpamst of funds. The Company's ARMs do
not permit negative amortization of principal amd aot convertible into a fixed rate loan. The Campqualifies ARM loan borrowers at the
fully indexed rate. The Company's delinquency eigpee on its ARM loans has generally been simdatst experience on 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 Faaddie Mac standards. Interest rates chargelese tfixed-rate loans are competitively
priced according to market conditions. The Compaunyently sells most, but not all, of its fixede@dbans with terms of 15 years or longer.

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 loan.



Most properties securing real estate loans madeédZompany are appraised by independent fee appsaipproved by the Board of
Directors. The Company generally requires borrow@iebtain an attorney's title opinion, and firel gmoperty insurance (including flood
insurance, if necessary) in an amount not lessttimamount of the loan. Real estate loans origthby the Company generally contain a
"due on sale" clause allowing the Company to dedlae unpaid principal balance due and payable thposale of the security property.

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, 2000, the Company's commerciahaund-family real estate loan portfolio totaled@®L6 million, or 31.0% of the
Company's total gross loan portfolio. The purchdeads and loan participation interests are gelyesatured by properties located in the
Midwest and Northwest. The Company, in order topdeipient its loan portfolio and consistent with mgegraent's objectives to expand the
Company's commercial and multi-family loan portfolpurchased $48.9 million, $42.4 million and $16i8ion of such loans during fiscal
2000, 1999 and 1998, respectively. At SeptembeB300Q, none of the Company's commercial and maitiHy real estate loans were non-
performing. See " -- Non-Performing Assets, Otheahs of Concern and Classified Assets."

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 etyanf 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 borrower'sdit 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, 2000, the Company's largest cogial@nd multi-family real estate loan was a $6iBiom loan secured by a retail
shopping center, a single-family residential hogglevelopment and other real estate. The Compashjoliateen other commercial and/or
multi-family loans in excess of $2.5 million at sudate. All of these loans are currently performimgccordance with their terms. At
September 30, 2000, the average outstanding pahisglance of a commercial or multi-family realastloan held by the Company was
$428,000.

Multi-family and commercial real estate loans gatigpresent a higher level of risk than loans sedby 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 cast fimm the project is reduced (for example, if lemare not obtained or

10



renewed, or a bankruptcy court modifies a leasm,ter a major tenant is unable to fulfill its lead#igations), the 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. Att8egber 30, 2000, the Company's
construction loan portfolio totaled $31.3 milliaor, 9.4% of the Company's total gross loan portfolio

Construction loans to individuals for their resides are structured to be converted to permanens latthe end of the construction phase,
which typically runs up to twelve months. Thesestanction loans have rates and terms which gewnaratch the one- to four-family loan
rates then offered by the Company, except thandutie construction phase the borrower pays irnterdg. Generally, the maximum loan-to-
value ratio of owner occupied single family constion loans is 80% of appraised value. Residentaktruction loans are generally
underwritten pursuant to the same guidelines usedriginating permanent residential loans. At 8agier 30, 2000, the Company had
$820,000 of construction loans to borrowers integdo live in the properties upon completion of stoaction.

Construction loans to builders of one- to four-fgmeésidences require the payment of interest éayp to 24 months and have terms of up
to 24 months. These loans may provide for the paymieinterest and loan fees from loan proceedscand adjustable rates of interest. L«
fees charged in connection with the originatioswéh loans are generally 1%. At September 30, 26@0Company did not have any
construction loans to builders of one- to four-fgmésidences.

Construction loans on commercial and multi-famégplrestate projects may be secured by apartmenisylural facilities, small office
buildings, medical facilities, assisted living fit@s, hotels or other property, and are struaducebe converted to permanent loans at the end
of the construction phase, which generally runsoup8 months. These construction loans have raigseams which match any permanent
multi-family or commercial real estate loan thefeodéd by the Company, except that during the canstm phase the borrower pays interest
only. These loans generally provide for the paynoémterest and loan fees from loan proceeds.eft&nber 30, 2000, the Company had
approximately $30.2 million of loans for the comstiion of commercial and multi-family real estaf@éis amount consisted of three loans
totaling $11.1 million for the construction of asted living facilities, three loans totaling $5.6lion for the construction of hotels, three lo:
totaling $6.2 million for the construction of apadnt complexes, and four loans totaling $7.3 nrilfior the construction of commercial
facilities. All of these loans were performing iocardance with their terms at September 30, 2000.

Construction loans are obtained principally throaghtinued business from builders who have preWdosrrowed from the Company, as
well as referrals from existing customers and walkustomers. The application process includesagsion to the Company of accurate
plans, specifications, costs of the project to drestructed and projected revenues from the projéetse items are also used as a basis to
determine the appraised value of the subject ptppenans are based on the lesser of the currgamaged value of the property or the cost of
construction (land plus building).

11



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

Agricultural Lending. The Company originates loam$inance the purchase of farmland, livestockpfanachinery and equipment, seed,
fertilizer and for other farm related products.Sgptember 30, 2000, the Company had agricultushlestate loans secured by farmland of
$10.9 million or 3.3% of the Company's gross loartfplio. At the same date, $26.8 million, or 8.@%the Company's gross loan portfolio,
consisted of secured loans related to agricultypatations.

Agricultural operating loans are originated at eitan adjustable or fixed rate of interest forap bne year term or, in the case of livestock,
upon sale. Most agricultural operating loans havms of one year or less. Such loans provide fgmeats of principal and interest at least
annually, or a lump sum payment upon maturity & dhiginal term is less than one year. Loans seéldoyeagricultural machinery are
generally originated as fixedte loans with terms of up to seven years. At&aper 30, 2000, the average outstanding princigahoe of a
agricultural operating loan held by the Company $42,000. At September 30, 2000, $17,000, or .G%he Company's agricultural
operating loans were non-performing.

Agricultural real estate loans are frequently ariged with adjustable rates of interest. Generallgh loans provide for a fixed rate of interest
for the first one to five years, adjusting annudfigreafter. In addition, such loans generally aim®iover a period of ten to 20 years.
Adjustable-rate agricultural real estate loans g®¥or a margin over the yields on the correspogdi.S. Treasury Security or prime rate.
Fixed-rate agricultural real estate loans genetalye terms up to five years. Agricultural reah&stoans are generally limited to 75% of the
value of the property securing the loan. At Septen®, 2000, $37,000, or .3% of the Company's aljural real estate portfolio was non-
performing.

Agricultural lending affords the Company the oppaity to earn yields higher than those obtainabl@e- to fourramily residential lending
Nevertheless, agricultural lending involves a geedegree of risk than o- to four-family residential mortgage loans becaofsthe typically
larger loan amount. In addition, payments on laaesdependent 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@@byrs outside the control of the farm
borrower.

Weather presents one of the greatest risks asdnailght, floods, or other conditions, can sevelieijt crop yields and thus impair loan
repayments and the value of the underlying cobitdhis risk can be reduced by the farmer wittagdety of insurance coverages which can
help to ensure loan repayment. Government suppograms, and recently the Company, generally reghiat farmers procure crop
insurance coverage.
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Grain and livestock prices also present a riskrimep may decline prior to sale resulting in aufialto cover production costs. These risks
be reduced by the farmer with the use of futuregrests 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 neinaf 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 egédyr savings deposits. In addition, the Compafgrebther secured and unsecured
consumer loans. The Company currently originatestsntially all of its consumer loans in its primanarket area and surrounding areas.
Company originates consumer loans on both a diedtndirect basis. At September 30, 2000, the Gayip consumer loan portfolio total
$26.5 million, or 7.9% of its total gross loan polib. Of the consumer loan portfolio at SeptemB@yr 2000, substantially all were short- and
intermediate-term, fixed-rate loans.

The largest component of the Company's consumargoetfolio 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 resideii¢e 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 yiwars, respectively.

The Company primarily originates automobile loansadirect basis, but also originates indirect magtbile loans on a very limited basis.
Direct loans are loans made when the Company extenedlit directly to the borrower, as opposed thract 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 fixeterest rates with terms up to 60 months for nad/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 typevaihae of collateral, length of contract and creditthiness of the borrower. The
underwriting standards employed by the Compangémsumer loans include an application, a deternioinaif the applicant's payment
history on other debts and an assessment of atilityeet existing obligations and payments on tbpgsed loan. Although creditworthiness
of the applicant is a primary consideration, thdemriting process also includes a comparison ®fvidue of the security, if any, in relation
to the proposed loan amount.

Consumer loans may entail greater credit risk th@mresidential mortgage loans, particularly in¢hse of consumer loans which are
unsecured or are secured by rapidly depreciabltsasaich
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as automobiles or recreational equipment. In saskes, any repossessed collateral for a defaultesiozer loan may not provide an adequate
source of repayment of the outstanding loan balascaeresult of the greater likelihood of damagss bor depreciation. In addition, consumer
loan collections are dependent on the borrowenrisimaing financial stability, and thus are moreelikto be affected by adverse personal
circumstances. Furthermore, the application ofoterifederal and state laws, including bankrupteyiasolvency laws, may limit the amount
which can be recovered on such loans. At SepteB8M®e2000, none of the Company's consumer loangiartivas non-performing.

Commercial Business Lending. The Company alsomaitgis commercial business loans. Most of the Cogtpanmmercial business loans
have been extended to finance local and regiorsihbsses and include short-term loans to finanahimary and equipment purchases,
inventory and accounts receivable. Commercial I@dss involve the extension of revolving credit focombination of equipment
acquisitions and working capital in expanding comes. At September 30, 2000, $29.3 million, or 8@0%he Company's total gross loan
portfolio was comprised of commercial business $an

The maximum term for loans extended on machinedyeguipment is based on the projected useful fiuoh machinery and equipment.
Generally, the maximum term on non-mortgage liffegedit is one year. The loan-to-value ratio onlsloans and lines of credit generally
may not exceed 80% of the value of the collatexalisng the loan. The Company's commercial busilegging policy includes credit file
documentation and analysis of the borrower's characapacity 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#slsuch loans are believed to carry higher cristtithan more traditional investments.

The largest commercial business loan outstandiggptember 30, 2000 was a $5.4 million warehousedf credit secured by the assignn
of automobile contracts. The next largest commebtiainess loan outstanding at September 30, 2@E0a$2.9 million loan secured by bi
stock and other assets. The Company had three adhamercial business loans outstanding in exce$4.6fmillion at September 30, 2000.
All of these loans are currently performing in actamce with their terms. At September 30, 2000atrerage outstanding principal balanc:
a commercial business loan held by the Company$28900.

Unlike residential mortgage loans, which generally made on the basis of the borrower's abilitpade 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 boertsability to make repayment from the cash fldwhe borrower's business. As a result,
availability of funds for the repayment of commeafdiusiness loans may be substantially dependetiteosuccess of the business itself
(which, in turn, is likely to be dependent upon ¢fameral economic environment). The Company's caeiaidusiness loans are usually, but
not always, secured by business assets and pepaaraintees. However, the collateral securingadhrd may depreciate over time, may be
difficult to appraise and may fluctuate in valueséd on the success of the business. At Septemb2080, $51,000 or .2% of the Company's
commercial business loan portfolio was non-perfogmi
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Originations, Purchases, Sales and Servicing oht@amd Mortgage-Backed Securities

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

The Company, from time to time, sells whole loand ban participations generally without recousseSeptember 30, 2000, there were no
loans outstanding sold with recourse. When loaesald the Company typically retains the respolisilfor collecting and remitting loan
payments, making certain that real estate tax patgre@e made on behalf of borrowers, and othersésécing the loans. The servicing fee is
recognized as income over the life of the loang Tbmpany services loans that it originated and ®dhling $21.8 million at September 30,
2000, of which $5.7 million were sold to Fannie Maml $16.1 million were sold to others.

In periods of economic uncertainty, the Companliktato originate large dollar volumes of loansynbe substantially reduced or restricted,
with a resultant decrease in related loan origimatées, other fee income and operating earnimgaddlition, the Company's ability to sell
loans may substantially decrease as potential bupeincipally government agencies) reduce theiclpasing activities.

15



The following table shows the loan origination (irding undisbursed portions of loans in processgiclpase and repayment activities of the

Company for the periods indicated.

Originations by type:
Adjustable rate:
Real estate - one- to four-family
- commercial and multi-family

- agricultural real estate 1,

Non-real estate - consumer
- commercial business

Total adjustable-rate 43,

Fixed rate:
Real estate - one- to four-family
- commercial and multi-family

- agricultural real estate 2,

Non-real estate - consumer
- commercial business

Total fixed-rate 103,

$ 4,

8,

7,
- agricultural operating 20,

17,

7,

20,
29,
- agricultural operating 25,

Total loans originated 147,

Purchases:
Real estate- one-to-four-family
- commercial and multi-family
Non-real estate - commercial business
- agricultural operating
Total loans 36,
Total mortgage-backed securities

Total purchased 76,

Sales and Repayments:
Sales:
Real estate - one- to four-family
Non-real estate - consumer
- commercial business
Total loans 5,
Mortgage-backed securities

Total sales 11,

Repayments:
Loan principal repayments

15,
16,
4,

39,

163,

Mortgage-backed securities repayments 15,

Total principal repayments

Total reductions 190,
Increase (decrease) in other items, net

179,

$ 32,

16

Year Ended September 30,

8

1999

2000

(In Thousands)

356
543
808
745
459
905

816

775
756
576
172

933
324
290
400
947
409

356

$ 1,532
4,354
1,357
1,480

170,739

7,404

$106,759

$ 4,047
7,386
2,933
2,131

4,532

20,654

$ (13,788)




At September 30, 2000, approximately $136.8 million40.9%, of the Company's gross loan portfotingisted of purchased loans. The
Company believes that purchasing loans secureddlyestate 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 Compamyducts its operations. However, additional restesassociated with purchasing lo
secured by real estate outside of the Company'kaharea, including the lack of knowledge of thealareal estate market and difficulty in
monitoring and inspecting the property securingltiaas.

The following table provides information regardithg Company's balance of wholly purchased reateekians and real estate loan
participations for each state in which the balasfcguch loans exceeded $1.0 million at SeptembgeP@00. Not included in the following
table are purchased commercial business loangp®4.8 million, approximately 60% of which aredted in the Company's market area.

One- to Four- Commercial and Construction Loans Total Purcha sed
Family Loans Multi-Family Loans
Number Number Number Num ber
of of of 0 f
Location Balance Loans Balance Loans Balance Loans Balance Loa ns

(Dollars in Thousands)

Arizona $ 81 3 $1417 2 $5000 1 $6,498 6
Colorado 6 4 1,011 5 1,049 2 2,066 11
Florida 11 1 - - 3,106 1 3,117 2
lllinois - - 3,680 5 - - 3680 5
lowa 214 25 9,685 18 800 1 10,699 44
Minnesota - - 11,279 14 1,658 2 12,937 16
Missouri 725 14 1,293 5 - - 2,018 19
Nebraska -- -- 4,609 2 - - 4,609 2
New Mexico - - - - 5275 1 5275 1
New York 1,295 64 - - - - 1,295 64
North Carolina 15,777 74 - - - - 15,777 74
North Dakota 19 6 1,154 4 - - 1,173 10
South Dakota 399 26 2,793 5 3,481 2 6,673 33
Washington 15,264 52 19,707 13 9,786 3 44,757 68
Wisconsin -- -- 8,773 10 - - 8,773 10
Other states 1,418 64 1,190 3 - - 2,608 67
Total $35,209 333 $66,591 86 $30,155 13 $131,955 432
Percent of loan portfolio 33.3% 64.3% 96.3% 39.5%

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

When a borrower fails to make a required paymermnteahestate secured loans and consumer loanswighdays after the payment is due,
Company generally institutes collection procedures
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by mailing a delinquency notice. The customer istacted again, by written notice or telephone, teefbe payment is 45 days past due and
again before 75 days past due. In most casesgdelicies are cured promptly; however, if a loandee delinquent for more than 90 days,
satisfactory payment arrangements must be adhermdtihe Company will initiate foreclosure or repession.

Generally, when a loan becomes delinquent 90 dagoe or when the collection of principal or irgst becomes doubtful, the Company
will place the loan on a non-accrual status ana, @sult, previously accrued interest income endhan is taken out of current income. The
loan will remain on a non-accrual status until lien becomes current.

The following table sets forth the Company's loatindjuencies by type, before allowance for loarsdss by amount and by percentage of
type at September 30, 2000.

Loans Delinquent For:

30-59 Days 60-89 Days 90 Days and Over
Percent Percent Percent
of of of
Number  Amou nt Category Number Amount Category Number  Amount Category

(Dollars in Thousands)

Real Estate:
One- to four-family............. 7 % 2 13 .20% 4 $ 97 .09% 4 $206 .19%
Commercial and multi-family..... 2 6 74 .65 -- -- -- -- -- -
Agricultural real estate........ -- -- - 1 87 .80 1 37 .33
CONSUMET.....cviiiieireiininnns 1 71 .65 6 66 .25 - - -
Agricultural operating. 4 29 1.60 2 5 .02 1 17 .06
Commercial business 2 32 .79 4 39 13 2 51 17
Total..coveicieieiis 42 $1,7 19 51% 17 $294 .09% 8 $311 .09%

Delinquencies 90 days and over constituted .09%taf loans and .06% of total assets.

The table below sets forth the amounts and categofinon-performing assets in the Company's laatigho. Loans, with some exceptions,
are typically placed on noaecrual status when the loan becomes 90 days @& dalinquent or when the collection of principatiam interes
become doubtful. For all years presented, the Cagipdroubled debt restructurings (which involvedgiving a portion of interest or
principal on any loans or making loans at a ratéenmlly less than that of market rates) are inethich the table and were performing as
agreed.
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September 30,

1996 1997 1998 1999 2000

(Dollars in Thousands)
Non-accruing loans:

One- to four-family $ 347 $ 444 $ 298 $ 613 $ 206
Commercial and multi-family 1,623 1,692 777 1,055 -
Agricultural real estate 127 -- - 70 37
Consumer 331 246 142 140 --
Agricultural operating 184 289 1,738 285 17
Commercial business 33 204 209 75 51
Total non-accruing loans 2,645 2,875 3,164 2,238 311

Accruing loans delinquent
90 days or more 177 282 3,905 -- -

Total non-performing loans 2,822 3,157 7,069 2,238 311

Restructured Loans:

Agricultural operating -- -- -- 923 918
Commercial business -- -- -- 53 43
Total restructured loans -- -- -- 976 961
Foreclosed assets:
One- to four-family 75 85 19 94 -
Commercial real estate -- 67 1,324 -- 430
Consumer 8 -- 19 24 15
Commercial business 9 4 -- 25 --
Total 92 156 1,362 143 445
Less: Allowance for losses 5 -- 299 -- -
Total foreclosed assets, net 87 156 1,063 143 445
Total non-performing assets $2,909 $3,313  $8,132 $3,357 $1,717
Total as a percentage of total assets .75% 82% 1.94% .66 % .34%

For the year ended September 30, 2000, gross shiecme which would have been recorded had theagaruing loans been current in
accordance with their original terms amounted joraximately $33,000, of which none was includeéhiterest income.

Non-accruing Loans. At September 30, 2000, the Compady$311,000 in non-accruing loans, which consitu09% of the Company's
gross loan portfolio. At such date, there were awr-accruing loans or aggregate non-accruing loansié borrower in excess of $500,000 in

net book value.

Other Loans of Concern. At September 30, 2000¢there loans totaling $8.2 million not includedhe table above where known
information about the possible credit problemsafbwers caused management to have concern as #bility of the borrower to comply
with the present loan repayment terms. This amoonsisted of six one- to four-family residentialmgage loans totaling $167,000, nine
commercial business loans totaling $1.4 millionag@icultural operating loans totaling $2.2 milljdaurteen consumer loans totaling
$139,000 and four commercial real estate loanitmai4.3 million.
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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 ttedlateral pledged, if any. "Substandard"
assets include those characterized by the "digtossibility” 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 tgréze the inherent risk associated
with lending activities, but which, unlike specifilowances, have not been allocated to partiqriaiblem 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 séhe 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&eptember 30, 2000, the Company had classifiethbof $6.1 million of its assets as
substandard, $135,000 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 fedillectibility may not be reasonably
assured, considers among other matters, the estirfit value of the underlying collateral, econornditions, 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 indicate potemtéslkness due to uncertain growing
conditions in 2001 and historically low commodityges. Near drought conditions exist in a limitedtpn of the Company's agricultural
market area, which has the potential to reduce gigds in 2001 for these areas. Price levels faingcrops have generally been depressed
since mid-1998 and currently remain at historictdly levels. Grain crop prices are not expecteimh¢oease significantly in the near term.
Livestock prices have improved in recent monthsamedcurrently at levels that present minimal comc€&he agricultural economy is
accustomed to commodity price fluctuations andeisggally able to handle such fluctuations withaghigicant problem. Although the
Company underwrites its agricultural loans basethercurrent level of commodity prices, an extendedod of low commaodity prices or
adverse growing conditions could result in weakrnesbe agricultural loan portfolio and could creatneed for the
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Company to increase its allowance for loan lossesugh increased charges to provision for loandess

Real estate properties acquired through foreclosteeecorded at the lower of cost or fair valfidail value at the date of foreclosure is lo
than the balance of the related loan, the diffezemitl 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 theibfsstmation available to determine the allowaneggpreseen market conditions could
result in adjustments and net earnings could hafsigntly affected if circumstances differ subdtalty from the assumptions used in making
the final determination. Future additions to therPany's allowances will be the result of periodiar, property and collateral reviews and

thus cannot be predicted in advance.

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

Year Ended September 30,

1996 1997 1998 199 9 2000
(Dollars in Thousands)
Balance at beginning of period $1650 $2,356 $2,379 $29 09 $3,092
lowa Savings acquisition 132 - - -- -
Security acquisition 563 - - -- -
Charge-offs:
One-to four-family - - (103) ( 84) (65)
Agricultural operating - - (595 (11 60) -
Commercial and multi-family (35) 2) (299) -- (370)
Consumer (54) (66) (152) (2 02) (104)
Commercial business - (55) a7) (4 20) (730)
Total charge-offs (89) (123) (1,166) (1,8 66) (1,269)
Recoveries:
Consumer -- -- 17 39 55
Commercial business - - 5 8 33
Commercial and multi-family -- 2 -- -- -
Agricultural operating -- 24 11 11 39
Total recoveries - 26 33 58 127
Net charge-offs (89) 97) (1,133) (1,8 08) (1,142
Additions charged to operations 100 120 1,663 1,9 92 1,640
Balance at end of period $2,356 $2,379 $2,909 $3,0 93  $3,590
Ratio of net charge-offs during the period to avera ge
loans outstanding during the period .04% .04% 44% 63% .37%
Ratio of net charge-offs during the period to aver age
non-performing assets 5.30% 4.46% 21.50% 43. 12% 64.53%

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

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

September 30,

1996 1997 1998 1999 2000
Percent Percent Percent Percent Percent
of Loans of Loans of Loans of Loans of Loans
in Each in Each in Each in Each in Each
Category Category Category Category Category
to Total to Total to Total to Total to Total
Amount Loans  Am ount Loans Amount Loans Amount Loans Amount Loans

(Dollars in Thousands)

One- to four-family $ 235 3154% $ 222 27.75% $ 257 30.50% $ 331 34.80% $ 250 31.63%
Commercial and multi-
family real estate 639  34.23 712 28.12 602 23.77 772 27.06 1,183 31.01

Agricultural real estate 138 4.45 117 4.41 132 3.75 114 3.11 124 3.26
Construction 59 3.14 106 7.99 165 11.73 123 8.95 125 9.37
Consumer 270 8.21 289  10.29 277  9.33 308 7.39 335 7.93
Agricultural operating 531 12.21 580 1451 1,024 13.24 806 9.24 611 8.02
Commercial business 271 6.22 277 6.93 324 7.68 449 9.45 592 8.78
Unallocated 213 - 76 - 128 - 190 - 370 -

Total $2,356  100.00% $2 ,379  100.00% $2,909 100.00% $3,093 1 00.00% $3,590 100.00%
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Investment Activities

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

As of September 30, 2000, 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,

1998 1999 2000

(In Thousands)
Investment Securities:

Trust preferred securities(1) $27,256 $26,998 $25,921
U.S. government securities 757 - -
Federal agency obligations 27,015 15,492 16,380
Municipal bonds 1,341 1,387 1,215
Equity investments 1,230 856 1,070
Freddie Mac preferred stock 427 202 213
Fannie Mae common stock 129 125 143
Subtotal 58,155 45,060 44,942
FHLB stock 5,506 8,126 8,328
Total investment securities and FHLB stock $63,661 $53,186 $53,270

Other Interest-Earning Assets:
Interest bearing deposits in other financial
institutions and Federal Funds sold $5,818 $4,208 $5,938

(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 valgeaifrities of each individual issuer are as follomgsof September 30, 2000: PNC Capital
Trust, $4.7 million; Key Corp Capital I, $4.8 mdh; Huntington Capital Il, $4.6 million; Bank Bost€apital Trust IV, $4.7 million;
BankAmerica Capital 111, $4.8 million.
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The composition and maturities of the Company's$twment securities portfolio, excluding equity séms, FHLB stock and mortgage-
backed securities, are indicated in the followiaigle.

September 30, 2000

After 1 After 5
Year Years
1 Yearor Through Through After Total Investment
Less 5 Years 10 Years 10 Years Securities
Carrying Carrying Carrying  Carrying Amortized Mark et

Value Value Value Value Cost Valu e

(Dollars in Thousands

Trust preferred securities $-- $-- $ - $25,921 $27,159 $25,9 21
Municipal bonds 211 685 319 -- 1,200 1,2 15
Federal agency obligations -- -- 15,401 979 16,959 16,3 80
Total investment securities ~ $211 $685 $15,720 $26,900 $45,318 $43,5 16
Weighted average yield 5.33% 5.87% 6.27% 7.48% 7.00% 7. 00%

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 Companyhalts Collateralized Mortgage
Obligations ("CMOs"), as well as a limited amouhpdvately issued mortgage pass-through certifisafhe 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, mfathily residential mortgages issued by these
government-sponsored entities. Fannie Mae and keddiaic generally provide the certificate holderna@ntee of timely payments of
interest, whether or not collected. Ginnie Mae'argantee to the holder is timely payments of priacgnd interest, backed by the full faith ¢
credit of the U.S. Government. Privately issuedtgagye pass-through certificates generally provimgumarantee as to timely payment of
interest or principal, and reliance is placed andfteditworthiness of the issuer, which the Compaoyitors on a regular basis.

CMOs are special types of pass-through debt inlwtie stream of principal and interest paymenttherunderlying mortgages or mortgage-
backed securities is used to create classes wftrefit maturities and, in some cases, amortizat@edules, as well as a residual interest,
with each such class possessing different riskacteristics. At September 30, 2000, the Company G&Os totaling $71.2 million, all of
which were secured by underlying collateral issueder government-sponsored agency programs oerggtireal estate mortgage loans.
Premiums associated with the purchase of these CM®©sot significant, therefore, the risk of sigraht yield adjustments because of
accelerated prepayments is limited. Yield adjustsyare encountered as interest rates rise or @eelinich in turn slows or increases
prepayment rates and affect the average liveseo€MOs.
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At September 30, 2000, $100.5 million or 98.0%hef Company's mortgage-backed securities portfaftxed rates of interest and $2.0
million or 2.0% of such portfolio had adjustabléesiof interest.

Mortgage-backed securities generally increase tiadity of the Company's assets by virtue of theiiasce or guarantees that back them, are
more liquid than individual mortgage loans and rbayused to collateralize borrowings or other otlayes of the Company. At September
2000, $99.7 million or 97.3% of the Company's magterbacked securities were pledged to secure woibligations of the Company.

While mortgage-backed securities carry a reduceditcrisk as compared to whole loans, such seeanBmain subject to the risk that a
fluctuating interest rate environment, along withey factors such as the geographic distributiotihefunderlying 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 Quamny's mortgage-backed securities
portfolio as available for sale is designed to mizie that risk.

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

September 30,
1998 1999 2000

(In Thousands)
Ginnie Mae $42,951 $27,886 $23,780
CMO 11,283 95,325 71,164
Freddie Mac 2,827 5,791 4,720
Fannie Mae 4,711 3,934 2,469
Privately Issued Mortgage Pass-Through Certificates 682 493 405

Total $62,454  $133,429  $102,538
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The following table sets forth the contractual migites of the Company's mortgagacked securities at September 30, 2000. Not ceresidr
the preparation of the table below is the effeqir@payments, periodic principal repayments andthestable-rate nature of these
instruments.

D uein
After 1 After 5 September 30,
Year Years 2000
1 Year or Through Through After Balance
Less 5 Years 10 Years 10 Years Outstanding
(D ollars in Thousands)
Ginnie Mae $-- $-- $ - $23,780 $ 23,780
CMO -- -- 16,579 54,585 71,164
Freddie Mac 52 94 627 3,947 4,720
Fannie Mae 2 64 568 1,835 2,469
Privately Issued Mortgage
Pass-Through Certificates(1) - - -- 405 405
Total $54 $158 $17,774 $84,552 $102,538
Weighted average yield 11.01% 9.83% 6.57% 6.70% 6.68%

(1) This security is rated AA by a nationally reaatpd rating agency.

At September 30, 2000, the contractual maturit826% of all of the Company's mortgage- backedrigEsiwas in excess of ten years. The
actual maturity of a mortgage-backed security gaglly less than its stated maturity due to schetiprincipal payments and prepayments of
the underlying mortgages. Prepayments that arerdiit 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 loanscivlidecrease and increase interest
income, respectively. The prepayment assumptioed tesdetermine the amortization period for prenswand discounts can significantly
affect the yield of the mortgage- backed secustyd these assumptions are reviewed periodicaligftect actual prepayments. Although
prepayments of underlying mortgages depend on rfeantgrs, including the type of mortgages, the cougaie, the age of mortgages, the
geographical location of the underlying real estatfateralizing the mortgages and general levelmarket interest rates, the difference
between the interest rates on the underlying mgelgand the prevailing mortgage interest ratesrgbyés the most significant determinant
of the rate of prepayments. During periods of figlimortgage interest rates, if the coupon rat@@inderlying mortgages exceeds the
prevailing market interest rates offered for mogggéoans, refinancing generally increases and aatek the prepayment of the underlying
mortgages and the related security. Under suchrostances, the Company may be subject to reinvestiisi& because to the extent that the
Company's mortgage-backed securities amortizeeggyr faster than anticipated, the Company may eatbte to reinvest the proceeds of
such repayments and prepayments at a comparable rat
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Sources of Funds

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

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

Deposits. The Company offers a variety of depagibants having a wide range of interest rates amds. The Company's deposits consist of
passbook savings accounts, money market savingsiats; NOW and regular checking accounts, andficaitie accounts currently ranging
terms from fourteen days to 60 months. The Comjuauhy solicits deposits from its primary market asel does not use brokers to obtain
deposits. The Company relies primarily on compstipricing policies, advertising and customer sentd 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#fpitows, as customers have
become more interest rate conscious. The Compaisesnrs to manage the pricing of its deposits epk®y with its asset/liability
management and profitability objectives. Basedteexperience, the Company believes that its pagskavings, money market savings
accounts, NOW and regular checking accounts aatively stable sources of deposits. However, thityabf the Company to attract and
maintain certificates of deposit and the rates paithese deposits has been and will continue sdficantly affected by market conditiol
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The following table sets forth the savings flowsret Company during the periods indicated.

Year E nded September 30,
1998 1999 2000

(Dollar s in Thousands)
Opening balance $ 246,116 $ 283,858 $ 304,780
Deposits 615,028 608,478 655,460
Withdrawals (589,176) (599,915) (654,717)
Interest credited 11,890 12,359 13,131
Ending balance $ 283,858 $ 304,780 $ 318,654
Net increase (decrease) $ 37,742 $ 20,922 $ 13,874
Percent increase (decrease) 15.34 % 7.37% 4.55%

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

Year Ended September 30,

1998 1999 2000
Percent Percent Percent
Amount of Total Amount of Total A mount of Total
(Dollars in Thousands)

Transactions and Savings
Deposits:
Commercial Demand.............. 1.75% $5,681 1.86% $ 6,041 1.90%
Passbook Accounts. 6.56 17,043 5.59 15,025 4.71
NOW Accounts 5.86 16,055 5.27 16,472 5.17
Money Market Accounts 7.93 41,905 13.75 41,012 12.87
Total Non-Certificate.......... 62,727 22.10 80,684 26.47 78,550 24.65
Certificates:
Variable..........cccooeene 559 .20 1,253 41 1,077 34
0.00 - 3.99%. 95 .03 267 09 100 03
4.00 - 5.99%... 130,729 46.05 185,476 60.85 97,054 30.46
6.00 - 7.99%... 87,940 30.98 37,098 12.17 141,873 44.52
8.00 - 9.99% 1,808 64 2 .01 -
Total Certificates............. 221,131 77.90 224,096 73.53 240,104 75.35
Total Deposits................. $283,858 100.00% $304,780 100.00% $ 318,654 100.00%
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The following table shows rate and maturity infotioa for the Company's certificates of deposit BSeptember 30, 2000.

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

(Dollars in Thousands)

Certificate accounts maturing
in quarter ending:

December 31, 2000 $ 244 $ 2 $24,052 $ 9,605 $33,903 14.1%
March 31, 2001 104 - 20,579 12,052 32,735 13.6
June 30, 2001 204 52 13,734 13,599 27,589 115
September 30, 2001 221 -- 9,785 28,081 38,087 15.9
December 31, 2001 66 - 6,802 12,873 19,741 8.2
March 31, 2002 120 - 5,559 7,238 12,917 5.4
June 30, 2002 1 -- 5,210 22,290 27,501 115
September 30, 2002 - -- 2,929 11,095 14,024 5.8
December 31, 2002 -- -- 2,547 6,274 8,821 3.7
March 31, 2003 - - 1,771 3,521 5,292 2.2
June 30, 2003 - 3 1,204 3,405 4,612 1.9
September 30, 2003 - - 934 3,531 4,465 1.9
Thereafter 117 43 1,948 8,309 10,417 4.3
Total $1,077 $100 $97,054 $141,873  $240,104 100.0%
Percent of total .45% .04% 40.42% 59.09% 100.00%

The following table indicates the amount of the @amy's certificates of deposit and other depositnbe remaining until maturity as of
September 30, 2000.

Maturity
After After
3 Mo nths 3to6 6to12  After
orL ess Months Months 12 months Tot al

(In Thousands)

Certificates of deposit less than $100,000  $26 246 $27,031 $56,139 $99,474 $208, 890
Certificates of deposit of $100,000 or more 7 ,657 5,704 9,536 8,317 31, 214
Total certificates of deposit $33 ,903 $32,735 $65,675 $107,791 $240, 104(1)

(1) Includes deposits from governmental and otlulip entities totaling $10.0 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.
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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 itlown interest rate and range of maturitiesSéptember 30, 2000, the Company had
$139.7 million of advances from the FHLB of Des Kes and the ability to borrow up to an additior28.8® million. All of the Company's
advances currently carry fixed rates. At Septen30e2000, advances totaling $28.2 million had tetonmaturity of one year or less. The
remaining $111.5 million had maturities rangingtad 9 years.

From time to time, the Company has offered retgpurchase 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 ef¢hransactions are used to meet cash
flow needs of the Company. At September 30, 208 Qompany had approximately $4.3 million of retegurchase agreements outstanc

The Company has also, from time to time, enter&mrieverse repurchase agreements through natioealbgnized brokedealer firms. Thes
agreements are accounted for as borrowings by ¢ihep@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 f86ndays to a maximum of six months. The Companynbagntered into any reverse
repurchase agreements in the past five years.

The following table sets forth the maximum moetid balance and average balance of FHLB advareted, repurchase agreements and ¢
borrowings (consisting of FRB advances) for thequby indicated.

Year Ended September 30,

1998 1999 2000

(In Thousands)

FHLB advances $109,76 6 $161,348 $157,658

Retail repurchase agreements 4,07 5 4,322 4,920

Other borrowings 2,10 0 200 -
Average Balance:

FHLB advances $ 95,32 8  $135,846  $149,896

Retail repurchase agreements 2,91 6 3,300 3,460

Other borrowings 55 7 48 --
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The following table sets forth certain informatias to the Company's FHLB advances and other bangsaat the dates indicated.

At September 30,

1998 1999 2000
(Dollars in Thousands)
FHLB advances $85,264  $161,348  $139,738
Retail repurchase agreements 4,075 3,021 4,255
Other borrowings 550 --

Total borrowings $89,889  $164,369  $143,993
Weighted average interest rate of FHLB advances 5.91% 5.38% 5.78%
Weighted average interest rate of retail repurchase
agreements 5.71% 5.28% 6.43%
Weighted average interest rate of other borrowings 5.45% --% ---%

Subsidiary Activities

The only subsidiaries of the Company are First Fdnd Security. First Federal has one servicsididry, First Services Financial Limited
("First Services"). At September 30, 2000, thebuetk value of First Federal's investment in FirstvEes was approximately $786,000.
Security does not have any subsidiaries.

First Federal organized First Services, its soteise corporation, in 1983. First Services is lechin Storm Lake, lowa and offers mutual
funds and, in some locations, insurance produalsaanuities. In addition, Brookings Service Corpiora("BSC"), a subsidiary of First
Services, offers full brokerage services througmBY¥est Financial Services, Inc., a third partydem First Services, together with its
subsidiary BSC, recognized net income of $37,00thddiscal 2000.

Regulation

General. First Midwest currently has two wholly-auansubsidiaries, First Federal, a federally-chadéhrift institution and Security, an
lowa-chartered commercial bank. First Federal i§esit to extensive regulation, supervision and ération by the OTS, as its chartering
authority and primary federal regulator, and byFfeeeral Deposit Insurance Corporation (the "FDJ@HBich insures its deposits up to
applicable limits. First Federal is a member of LB System and is subject to certain limited datjan by the FRB. Such regulation and
supervision governs the activities in which anitnibn can engage and the manner in which sudkites are conducted, and is intended
primarily for the protection of the insurance fusmad depositors. Security is subject to extensigeletion, supervision and examination by
the lowa Superintendent of Banking (the "ISB") &nel FRB, which are its state and primary federglil&tors, respectively. It is also subject
to regulation by the FDIC, which insures its defsogp to applicable limits. As with First Fedemsich regulation and supervision governs the
activities in which Security can engage and the mean
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in which such activities are conducted and is idézhprimarily for the protection of the insuranoed and depositors.

First Midwest is regulated as a bank holding comyganthe FRB. Bank holding companies are subjecbtoprehensive regulation and
supervision by the FRB under the Bank Holding Conypact of 1956, as amended (the "BHCA") and theautagions of the FRB. As a bank
holding company, First Midwest must file reportghwtihe FRB and such additional information as tR&nay 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 c
those activities that the FRB has determined tolbgely related to banking.

Regulatory authorities have been granted extertisaetion in connection with their supervisory amorcement 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 fonlmsses. Any change in such regulation and
oversight, whether by the OTS, the FDIC, the FREherCongress could have a material impact on Midtvest, First Federal or Security
and their respective operations.

Certain of these regulatory requirements and @&tns are discussed below or elsewhere in thisment.

Federal Regulation of Financial Institutions. ThESChas extensive authority over the operationswihgs associations. As part of this
authority, First Federal is required to file peimteports with the OTS and is subject to periaiamination by the OTS and the FDIC. The
last regular OTS examination of First Federal waefaNovember 6, 2000. When these examinations@rducted by the OTS, the examir
may require First Federal to provide for highererahor specific loan loss reserves. Security l§ext to similar regulation and oversight by
the ISB and the FRB and was last examined as pfl1y12000.

Each federal banking regulator has extensive eefoent authority over its regulated institutionsisTénforcement authority includes, among
other things, the ability to assess civil moneyglées, to issue cease-and-desist or removal oedet4o initiate injunctive actions. In general,
these enforcement actions may be initiated foratiohs of laws and regulations and unsafe or urcgspuactices. Other actions or inactions
may provide the basis for enforcement action, idiclg misleading or untimely reports. Except undatain circumstances, public disclosure
of final enforcement actions by the regulator uiead.

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 laacksinistered by the ISB. Federal savings
associations are also generally authorized to braationwide whereas lowa chartered banks, su8eagrity, are limited to establishing
branches in the counties contiguous to the coutigrevtheir home office is located. At September2B00, First Federal and Security wer.
compliance with the noted restrictions.
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First Federal's general permissible lending limitlbans-to-one-borrower is equal to the greate58f0,000 or 15% of unimpaired capital and
surplus (except for loans fully secured by certadily marketable collateral, in which case thistlis increased to 25% of unimpaired
capital and surplus). Security is subject to simiestrictions. At September 30, 2000, First Feldeeand Security's lending limit under these
restrictions was $5.4 million and $927,000, respebt. First Federal and Security are in compliandth the loans-to-one-borrower

limitation.

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 liedunstitution 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 insdieggbsitory institutions are placed
into one of nine categories and assessed insupraodums based upon their level of capital and stig@ry evaluation. The current
assessment rates range from zero to .27% per $H¥Bessable deposits. Risk classification ohalliied institutions will be made by the
FDIC for each semi-annual assessment period. utistiis that are welleapitalized and have a high supervisory ratingsatgect to the lowe
assessment rate. At September 30, 2000, eachsbHederal and Security met the capital requiresmeha "well capitalized" institution and
were not subject to any assessment. See Note N8te$ to Consolidated Financial Statements in theual Report.

Prior to the enactment of the legislation recajzitad) the SAIF in 1996, a portion of the SAIF asseent imposed on savings associations
used to repay obligations issued by a federallytehed corporation to provide financing for resntyithe thrift crisis in the 1980s. Although
the legislation also now requires assessments todoke on BlFassessable deposits for this purpose, effectiveadari, 1997, that assessir
will be limited to 20% of the rate imposed on SAlssessable deposits until the earlier of Decentbet®9 or when no savings association
continues to exist, thereby imposing a greaterdi@h SAIF member institutions such as First Fed€&hereafter, however, assessments on
BIF-member institutions will be made on the samg&idas SAIF-member institutions. The rates estadtidy the FDIC to implement this
requirement for all FDIC-insured institutions i2 82 basis point assessment on both SAIF depoxit8H deposits.

Regulatory Capital Requirements. Federally instireghcial institutions, such as First Federal aedBity, are required to maintain a
minimum level of regulatory capital. These capitajuirements 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-baspdatdo risk-weighted assets ratio of 8%. Capiéjuirements in excess of these standards
may be imposed on individual
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institutions on a case-by-case basis. See Noté li8tes to Consolidated Financial Statements inAthieual Report.

An FDIC-insured institution's primary federal regtdr is also authorized and, under certain circantsts required, to take certain actions
against an "undercapitalized institution" (gengrdkfined to be one with less than either a 4% capétal ratio, a 4% Tier 1 risked-based
capital ratio or an 8% risk-based capital ratiojyAuch institution must submit a capital restaraplan and until such plan is approved by
the OTS may not increase its assets, acquire anogtaution, establish a branch or engage in @&y activities, and generally may not make
capital distributions. The primary federal regutdtoalso authorized, and with respect to institelS 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 agése capital ratio of 2% or less). As a condittorthe approval of the capital restoration plan,
any company controlling an undercapitalized infittumust agree that it will enter into a limiteapital maintenance guarantee with respect
to the institution's achievement of its capitaluiegments.

The imposition of any of these measures on FirdeFa or Security may have a substantial adverfsetedn Company's operations and
profitability. First Midwest shareholders do nowvkgreemptive rights, and therefore, if First Midivis directed by the OTS, the FRB or the
FDIC to issue additional shares of Common Stocg&h ssisuance may result in the dilution in sharedwdgercentage of ownership of First
Midwest.

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

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) hawegulatory rating in one of the two top
examination categories, (ii) are not of supervismwycern, and will remain adequately- or well-calpied, as defined in the OTS prompt
corrective action regulations, following the progpdslistribution, and (iii) the distribution doestmxceed their net income for the calendar
yearto-date plus retained net income for the previsuscalendar years (less any dividends previoualg)p If a savings institution does not
meet the above stated requirements, it must obiaiprior approval of the OTS before declaring prgposed 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 lxesn obtained and (ii) at least twhrds of the shares of each class of stock out@tgrhave
approved the dividend payment. FRB regulations pisbibit the payment
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of any dividend by a state member bank withoutpttier approval of the FRB if the total of all diedds declared by the bank in any calendar
year exceeds the total of its net profits for §edr combined with its retained net profits of ginevious two calendar years (minus i
required transfers to a surplus or to a fund ferrdtirement of any preferred stock).

Qualified Thrift Lender Test. All savings assoaat$, including First Federal, are required to nzegtialified thrift lender ("QTL") test to
avoid certain restrictions on their operations.sTieist requires a savings association to havastt &% of its portfolio assets (as defined by
regulation) in qualified thrift investments on a mtioly average for nine out of every 12 months a@aling basis or meet the requirements for
a domestic building and loan association undefrite¥nal Revenue Code. Under either test, the requissets primarily consist of residential
housing related loans and investments. At SepteBMme2000, First Federal met the test and has alwast the test since its effectiveness.

Any savings association that fails to meet the @34t must convert to a national bank charter, grtegqualifies as a QTL within one year
and thereafter remains a QTL, or limits its newesivnents and activities to those permissible foih basavings association and a national
bank. In addition, the association is immediataBfigible to receive any new FHLB borrowings angdusbject to national bank limits for
payment of dividends and branching authority. tsassociation has not requalified or converteal mational bank within three years after
the failure, it must divest of all investments am@se all activities not permissible for a natidyaatk. In addition, it must repay promptly any
outstanding FHLB borrowings, which may result ieayment penalties.

Community Reinvestment Act. Under the CommunityriRestment Act ("CRA"), every FDIC insured institutihas a continuing and
affirmative obligation consistent with safe and sdbanking practices to help meet the credit neéds entire community, including low a
moderate income neighborhoods. The CRA does nabléstt specific lending requirements or programidifancial institutions nor does it
limit an institution's discretion to develop th@ég of products and services that it believes esé duited to its particular community,
consistent with the CRA. The CRA requires the Om8 the FRB, in connection with the examination wétH-ederal and Security,
respectively, to assess the institution's reconti@éting the credit needs of its community andke tsuch record into account in its evalua
of certain applications, such as a merger or ttebéishment of a branch, by the institution. An atisfactory rating may be used as the basis
for the denial of such an application. First Fetieras examined for CRA compliance in January 208 $ecurity was examined in June
1999 and both received a rating of "satisfactory."

Bank Holding Company Regulation

General. Bank holding companies, such as First Mglyare subject to comprehensive regulation by-B® under the BHCA and the
regulations of the FRB. As a bank holding compadigst Midwest is required to file reports with tRRB and such additional information as
the FRB may require, and is subject to regularéntpns by the FRB. The FRB also has extensivereefoent authority over bank holding
companies, including, among other things, the @gtiti assess civil money penalties, to issue caadalesist or removal orders and to require
that a holding company divest subsidiaries (ineigdis bank subsidiaries). In general, enforceraetibns may be initiated for violations of
law and regulations and unsafe or unsound practices
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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 obka®B approval before: (i) acquiring, directly or irettly, ownership or control of any
voting shares of another bank or bank holding compia after such acquisition, it would own or cositmore than 5% of such shares (unless
it already owns or controls the majority of suclrgs); (ii) acquiring all or substantially all dfet assets of another bank or bank holding
company; or

(iif) merging or consolidating with another bankdiaog company.

The BHCA prohibits a bank holding company, withtaar exceptions, from acquiring direct or indireetnership or control of more than 5%
of the voting shares of any company which is nieiak or bank holding company, or from engagingatliyeor indirectly in activities other
than those of banking, managing or controlling tsamk providing services for its subsidiaries. Phiacipal exceptions to these prohibitions
involve certain non-bank activities which, by stator by FRB regulation or order, have been idEatibs 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 comparigadoring company; performing cert
data processing operations; providing certain itnaesat 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.

Interstate Banking and Branching. The FRB may appen application of an adequately capitalized adhebuately 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@@od (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 ®r in any state in which the target bank naaiista 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 amountsritbesl above. lowa permits interstate branching byl merger.
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Dividends. The FRB has issued a policy statemenhempayment of cash dividends by bank holding camigs, which expresses the FRB's
view that a bank holding company should pay castueinds only to the extent that its net incometfiar past year is sufficient to cover both
the cash dividends and a rate of earning retemiianis consistent with the holding company's @piteds, asset quality and overall financial
condition. The FRB also indicated that it wouldibappropriate for a company experiencing serionarfcial problems to borrow funds to
dividends. Furthermore, under the prompt corredistion regulations adopted by the FRB, the FRB prapibit a bank holding company
from paying any dividends if the holding comparhesik subsidiary is classified as "undercapitalized.

Bank holding companies are required to give the BR& written notice of any purchase or redemptbits outstanding equity securities if
the gross consideration for the purchase or redempthen combined with the net consideration paidall such purchases or redemptions
during the preceding 12 months, is equal to 10¥%hare of their consolidated net worth. The FRB misapprove such a purchase or
redemption if it determines that the proposal warddstitute an unsafe or unsound practice or waidlidte any law, regulation, FRB order,
or any condition imposed by, or written agreemeitih wwhe 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.

Capital Requirements. The FRB has establishedatapijuirements for bank holding companies thaegglly parallel the capital
requirements for commercial banks and federaltthnititutions such as First Federal and Secufrist Midwest is in compliance with these
requirements.

Federal Home Loan Bank System

First Federal and Security are both members oFtieB of Des Moines, which is one of 12 regional FB4, that administers the home
financing credit function of savings associatideach FHLB serves as a reserve or central bankfonémbers within its assigned region. It
makes loans to members (i.e., advances) in accoedaith policies and procedures established bytzed of directors of the FHLB. These
policies and procedures are subject to the reguland oversight of the Federal Housing Finance®asl advances from the FHLB are
required to be fully secured by sufficient collaears determined by the FHLB. In addition, all lelegm advances must be used for reside
home 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, 2000, the Banks had in the aggr&ga@emillion in FHLB stock, which was in complianagh this requirement. For the fisc
year ended September 30, 2000, dividends paidéb¥ith.B of Des Moines to First Federal and Secuatgled $552,000. Over the past f
calendar years such dividends have averaged 6.88%vare 6.86% for the first three quarters of thierdar year 2000.

Under federal law the FHLBs are required to providels for the resolution of troubled savings aigg@mns and to contribute to low- and
moderately priced housing programs through dir@gh$ or interest subsidies on advances targetafiomunity investment and low- and
moderate-
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income housing projects. These contributions héfested adversely the level of FHLB dividends paiwl could continue to do so in the
future. These contributions could also have an dveffect on the value of FHLB stock in the futukereduction in value of First Federal's
FHLB stock may result in a corresponding reductioRirst Federal's capital.

Federal and State Taxation

Federal Taxation. First Midwest and its subsid&fike consolidated federal income tax returns dis@al year basis using the accrual method
of accounting. In addition to the regular income torporations, including savings banks such est Fiederal, generally are subject to a
minimum tax. An alternative minimum tax is impos&d minimum tax rate of 20% on alternative minimiaxable 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 exceedscthrporation'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'e®ad debt reserves and deducted for federaniadax 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 pugso(except to absorb bad debt losses). As
of September 30, 2000, First Federal's Excessfoptrposes totaled approximately $6.7 million.

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

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

lowa imposes a franchise tax on the taxable incohmeutual and stock savings banks and commercigtddr he tax rate is 5%, which may
effectively be increased, in individual cases, pgl&ation of a minimum tax provision. Taxable ine® under the franchise tax is generally
similar to taxable income under the federal corfiacome tax, except that, under the lowa frarctas, no deduction is allowed for lowa
franchise tax payments and taxable income incluttesest 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 incomestgenerally similar to taxable income under thaefal corporate income tax, except t
under the lowa tax, no deduction is allowed fordanwcome tax payments; interest from state and cipadiobligations is included in incorr
interest from U.S. obligations is excluded fromame; and 50% of federal corporate income tax
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payments are excluded from income. The lowa cotpan@ome tax rates range from 6% to 12% and masffeetively increased, in
individual cases, by application of a minimum tag\psion.

South Dakota Taxation. First Federal files a Sddkota franchise tax return due to the operatidrits &@rookings division. The South
Dakota franchise tax is imposed only on depositasyitutions. First Midwest, Security and First Eeal's subsidiaries are therefore not
subject to the South Dakota franchise tax.

South Dakota imposes a franchise tax on the taxabtene of a depository institution at the rat&%s. Taxable income under the franchise
tax is generally similar to taxable income underfdmderal corporate income tax, except that, utfdeBouth Dakota franchise tax, no
deduction is allowed for state income and franctages, bad debt deductions are determined onaiis bf actual charge-offs, income from
municipal obligations exempt from federal taxesiacduded in the franchise taxable income, andelien deduction allowed for federal
income taxes accrued for the fiscal year. The taxmcome for South Dakota franchise tax purposegpportioned to South Dakota through
the use of a three-factor formula consisting ofjtale real and personal property, payroll and gresgipts.

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

Competition

The Company faces strong competition, both in odting real estate and other loans and in attiquchposits. 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 #rat 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 diep@s principally from other commercial banks, is&)é banks, credit unions and brokerage
offices located in the same communities. The Compampetes for these deposits by offering a vaéiyeposit accounts at competitive
rates, convenient business hours, and conveniantbhiocations with interbranch deposit and withgxgprivileges at each.

The Company serves Adair, Buena Vista, Calhounh@tida, Pocahontas, Polk and Sac counties ia lawd Brookings County in South
Dakota. There are 31 commercial banks, four saviagks, other than First Federal, and one credituwhich compete for deposits and
loans in the First Federal's primary market areaoithwest lowa and eight commercial banks, onengawank, other than First Federal, and
one credit union which compete for deposits anddda First Federal's market area in Brookings tiS®@akota. In addition, there are twelve
commercial bank



in Security's primary market area in west centald. First Federal competes for deposits and laatiisnumerous financial institutions
located throughout the metropolitan market ared3asf Moines, lowa and Sioux Falls, South Dakota.

Employees

At September 30, 2000, the Company and its subidihad a total of 136 employees, including 12-pare employees. The Company's
employees are not represented by any collectivgaidng group. Management considers its employetioas to be good.

Executive Officers of the Company Who Are Not Diretors

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

Donald J. Winchell - Mr. Winchell, age 48, servaesSenior Vice President, Treasurer and Chief Fiaa@fficer of First Midwest and First
Federal, and is responsible for the formulation iamelementation of policies and objectives for Efsderal's finance and accounting
functions. His duties include financial planningterest rate risk management, accounting, invedsnénancial policy development and
compliance, budgeting and asset/liability managendn Winchell also serves as Treasurer of Fietviges Financial Limited and
Brookings Service Corporation. Mr. Winchell joinEttst Federal in 1989 as Vice President and Chirdirkcial Officer, was appointed
Treasurer in 1990, and Senior Vice President irR189ior to joining First Federal, Mr. Winchell sed as Senior Vice President and Chief
Financial Officer of Midwest Federal Savings anc&ihd\ssociation of Nebraska City, Nebraska sincel 188. Winchell received a Bachelor
of Science degree and a Bachelor of Business Adtration degree from Washburn University, Topekangas. Mr. Winchell is a certified
public accountant.

Item 2. Description of Property

The Company conducts its business at its maineo#fitd branch office in Storm Lake, lowa, and fitkeeo locations in its primary market a
in Northwest lowa. The Company also operates tvioexf in Brookings, South Dakota, through the ConymBrookings Federal Bank
division of the Bank; two offices in Des Moineswla, through the Company's lowa Savings Bank diuisibthe Bank; one office in Sioux
Falls, South Dakota, through the Company's Siouts Bévision of the Bank; and three offices in We&ntral lowa through the Company's
Security State Bank subsidiary.

The Company owns all of its offices, except for lineanch offices located at Storm Lake Plaza, Stoake, lowa and West Des Moines, lowa
as to which the land is leased. The total net hadlee of the Company's premises and equipmentugiimg land, building and leasehold
improvements and furniture, fixtures and equipmanhS$eptember 30, 2000 was $6.1 million. See NateNotes to Consolidated Financial
Statements in the Annual Report.
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The Company believes that its current facilities aldequate to meet the present and foreseeable ofethed Company and the Banks. The
Company has begun construction of a new officetemta Sioux Falls, South Dakota and has initigikeshs to construct a new office to be
located in Urbandale, lowa. The construction of$ieux Falls office is anticipated to be complededing the second quarter of the 2001
fiscal year and the construction of the Urband#fiemis anticipated to be completed by the enthef2001 fiscal year. In November 1996,
the Company purchased an existing building locatétfest Des Moines, lowa. In March 1998, the facitipened as an additional office of
the lowa Savings Bank Division of First Federal.

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 comg@pment utilized by the Company at Septembe2800 was approximately $380,000.

Item 3. Legal Proceedings

The Company is involved as plaintiff or defendantarious legal actions arising in the normal cewsits business. While the ultimate
outcome of these proceedings cannot be predictédoeitainty, it is the opinion of management, afensultation 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 Septembe!
2000.

PART II
Item 5. Market for Registrant's Common Equity and Related Shareholder Matters
Page 56 of the attached 2000 Annual Report to 8bbters is herein incorporated by reference.
Item 6. Selected Financial Data
Page 10 of the attached 2000 Annual Report to 8bbters is herein incorporated by reference.

Item 7. Management's Discussion and Analysis or Fancial Condition and Results of Operation

Pages 11 through 21 of the attached 2000 AnnuabiRepShareholders are herein incorporated byeaf.

ltem 7A. Quantitative and Qualitative Disclosure Alput Market Risk
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Pages 17 through 19 of the attached 2000 AnnuabfRepShareholders are herein incorporated byeafz.
Item 8. Financial Statements and Supplementary Data
Pages 22 through 52 of the attached 2000 AnnuabfRepShareholders are herein incorporated byeafz.

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

The information required by Item 304 of Regulat®K regarding the change in the Company's accounteasspreviously filed as part of t
Company's Current Report on Form 8-K filed on M&y 3000, as amended on Form 8-K/A filed on Jun€@80 and the Company's
definitive Proxy Statement for the Annual Meetifgstareholders to be held in January 2001, file@enember 18, 2000.

Item 10. Directors and Executive Officers of the Rgistrant
Directors

Information concerning directors of the Companintorporated herein by reference from the Compatsfiitive Proxy Statement for the
Annual Meeting of Shareholders to be held in Jan@a01, filed on December 18, 2000.

Executive Officers

Information concerning the executive officers af thompany is incorporated herein by reference tfwrCompany's definitive Proxy
Statement for the Annual Meeting of Shareholdetsetdeld in January 2001, filed on December 18020 from the information set forth
under the caption "Executive Officers of the Comp¥ho Are Not Directors" contained in Part | ofg¢litorm 10-K.

Compliance with Section 16(a)

Section 16(a) of the Exchange Act requires the Gomis directors and executive officers, and persdrsown more than 10% of a
registered class of the Company's equity securtiieile with the SEC reports of ownership 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.
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To the Company's knowledge, except as noted bddased solely on a review of the copies of suchrtegornished to the Company and
written representations that no other reports wegeired during the fiscal year ended SeptembeR@00, all Section 16(a) filing
requirements applicable to its officers, directansl greater than 10 percent beneficial owners wamplied with.

Item 11. Executive Compensation

Information concerning executive compensation ¢@iporated herein by reference from the Comparsfisitive Proxy Statement for the
Annual Meeting of Shareholders to be held in Janaani, filed on December 18, 2000.

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

Information concerning security ownership of certaeneficial owners and management is incorpoitag¢eein by reference from the
Company's definitive Proxy Statement for the Anridakting of Shareholders to be held in January 2fl@étl on December 18, 2000.

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 Shareholdeitsetdield in January 2001, filed on December 180200
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PART IV
Item 14. Exhibits, Financial Statement Schedulesna Reports on Form 8-K
(a) The following is a list of documents filed aarfpof this report:
(1) Financial Statements:
The following financial statements are incorporatgdeference under Part Il, Item 8 of this FormKt0

1. Report of Independent Auditors.

2. Consolidated Balance Sheets as of Septemb@&080,and 1999.

3. Consolidated Statements of Income for the YEaded September 30, 2000, 1999 and 1998.

4. Consolidated Statements of Changes in Shareisbiguity for the Years Ended September 30, 20999 and 1998.
5. Consolidated Statements of Cash Flows for ther&Ended September 30, 2000, 1999 and 1998.

6. Notes to Consolidated Financial Statements

(2) Financial Statement Schedules:
All financial statement schedules have been ométethe information is not required under the eglanhstructions or is inapplicable.
(3) Exhibits:
See Index of Exhibits.
(b) Reports on Form 8-K:
There were no Form 8-Ks filed by the Registranirduthe three month period ended September 30,.2000
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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 28, 2000 By: /sl 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 28, 2000

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

By: /s/ E. \Wayne Cool ey Dat e: Decenber 28, 2000

E. Wayne Cool ey, Director

By: /s/ E. Thurman Gaskill Dat e: Decenber 28, 2000
E. Thurman Gaskill, Director
By: /s/ Rodney G Ml enburg Dat e: Decenber 28, 2000

Rodney G Miil enburg, Director

By:/s/ Jeanne Partl ow Dat e: Decenber 28, 2000

By: /s/ G Mark M ckel son Dat e: Decenber 28, 2000

G Mark M ckel son, Director

By: /s/ J. Tyler Haahr Dat e: Decenber 28, 2000
J. Tyler Haahr, Director, Senior Vice
Presi dent, Secretary and Chief Operating
Oficer

By: /s/ Donald J. Wnchell Dat e: Decenber 28, 2000
Donald J. Wnchell, Senior Vice
Presi dent, Chief Financial Oficer and
Treasurer (Principal Financial and
Accounting O ficer)
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Company Profile

First Midwest Financial, Inc. is a $506 million kamolding company for First Federal Savings Bankhef Midwest and Security State Bank.
Headquartered in Storm Lake, lowa, the Company edad from mutual ownership to stock ownership983. 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 operagea thrift with four divisions: First Federal Stotake, Brookings Federal Bank, lowa
Savings Bank, and First Federal Sioux Falls. Sec@tiate Bank operates as a state- chartered casianleank. Fifteen offices support
customers in Brookings and Sioux Falls, South Dakatd throughout central and northwest lowa. Pda@sinderway to begin construction
of a new lowa Savings Bank main office in the cfyJrbandale, lowa.

First Services Financial Limited, a subsidiary o6FFederal Savings Bank, is a full-service bralger operation that offers a wide range of
noninsured investment products to customers thraa@alle St. Securities, Inc.

First Midwest Financial, Inc.'s common stock isdisunder the trading symbol "CASH" on the Nasdatjdwal Market.

Banks are members FDIC and Equal Housing Lenders.
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[GRAPHIC-PHOTO OF Bryce Loring-Vice President ofriding] "We invite you to invest in us, bank with, asd experience the difference
of better banking." -Bryce Loring
Vice President of Lending

Financial Highlights

20 00 1999 1998 199 7 1996

At September 30
Total assets $ 505, 590 $511,213 $ 418,380 $ 404, 589 $ 388,008
Total loans, net 324, 703 303,079 270,286 254, 641 243,534
Total deposits 318, 654 304,780 283,858 246, 116 233,406
Shareholders' equity 40, 035 39,771 42,286 43, 477 43,210
Book value per common share(1) $ 16 .48 $ 15.86 $ 16.56 $ 16 11 $ 14.81
Total equity to assets 7. 93% 7.78% 10.11% 10. 75% 11.14%

For the Fiscal Year
Net interest income $ 13, 832 $ 13,197 $ 12,829 $ 11, 946 $ 10,359
Net income 2, 328 2,641 2,785 3, 642 2,414(2)
Diluted earnings per share(1) $ 0 .93 $ 1.04 $ 1.03 $ 1 .28 $ 0.90(2)

Return on average assets .46% .54% .68% .98% T7%(2)
Return on average equity 5 .98% 6.35% 6.43% 8 A1% 6.22%(2)



Net yield on interest-earning assets 2 79% 2.83% 3.26% 3 .38% 3.47%

Cash earnings(3) $ 2, 696 $ 3,006 $ 3,150 $ 4, 006 $ 2,584(2)
Cash earnings per share diluted(1) (3) 1 .08 $ 1.18 $ 1.17 $ 1 .40 0.96(2)
Cash return on average assets(3) .53% .61% T7% 1 .08% .82%(2)
Cash return on average equity(3) 6 .93% 7.23% 7.27% 9 .25% 6.66%(2)

[GRAPHIC - Charts: Total Assets; Total Loans, Nittal Deposits]
Footnotes:

(1) Amounts reported have been adjusted for theetfor two stock split paid January 2, 1997 inftiren of a 50 percent stock dividend.
(2) Reflects the one-time, industry-wide speciakeasment to recapitalize the Savings Associatisarémce Fund. Excluding the special
assessment, Net income, Diluted earnings per sRatarn on average assets, and Return on averagg aguld have been $3,209,000,
$1.19, 1.01%, and 8.22%, respectively.

(3) Cash earnings exclude the amortization of galbéhem net income, net of related income taxes.

The Company and its subsidiaries exceed regulatypital requirements.
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Letter to Shareholders
To Our Shareholders:

This was a year of continued progress for Firstwéist Financial, Inc. Our total deposits and lodimshed to record levels, while our credit
quality measures outperformed national averages.

Deposits reached an all-time high of $318.7 miliier2000, a 5 percent increase from 1999, and gue8&ent increase over the past five
years. Our company outpaced the average natiopakidegercent growth trends for commercial banbsirgys banks, and total FD-insured
domestic deposits during the past three years.(1)

In addition, the number of demand deposit accodiittshed 5 percent this year. Over the past fivay@s have increased demand deposit
balances 109 percent. The Company will continustitstegies to attract profitable checking and manarket accounts, and reduce our cost
of funds.

Lending performance was also notable this past yé&trloans rose to a record $324.7 million, a rcget increase from 1999, and an 82
percent increase over the past five years.

The percentage of loans greater than 30 days pagbdotal loans dropped from 1.59 percent in 1®99.71 percent in 2000, while the
percentage of non-performing loans to total loanepped from 0.73 percent to 0.09 percent. Our peacee of non-performing loans is well
below the average national thrift and bank peram@ddor our peer group.(1) We will continue ouatdgies to increase loan volume without
compromising credit quality standards.

While our deposit and loan operations performed,wéuted earnings per share declined from $1r04999 to $0.93 in 2000. This is
primarily due to our planned restructuring of oatdmce sheet. We sold lower yielding assets, rstedefunds into higher yielding assets, and
repaid borrowings. We expect that these transagiil increase long-term shareholder value andifatuility for the Company.
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Looking Ahead

The future of First Midwest Financial is its peopleeople who care about our customers, their conitieg, our shareholders, and each other.
Therefore, the most important investment we make @ur people. Each person's unique talents anttibations allow us to implement
strategies and achieve goals. Formalized emplagégrtg programs are being implemented to buildstsiant customer service standards

to support our employee development program. Astieit is our people who provide our real compegitadvantage, and who are the real

of better banking.

Resources are also dedicated to technology andigrdévelopment. This past year we added QUICKI2ahKour Telebanking and
additional services to our product mix. We alsoriaved our information systems with upgraded netwad streamlined communication
tools to help our people be more effective. Anratéive website for each bank is scheduled fopahiction in early 2001. On-line banking
will follow later in the year.

First Midwest's website is now available with updiate investor information. Visit us at www.fmfitesom, and bookmark us for future
reference.

While many competitors use technology to replace @m-one service, we use it to enhance our peligedaervice. We believe that we can
build better long-term relationships if we get twkv our customers. To us, that is what being arsop@munity bank is all abouthometowr
service with larger bank resources.

We will continue to dedicate resources to exparndooanch network into metropolitan areas that pte\additional opportunities for growth.
In September 2000, the doors to a temporary faaliiened in Sioux Falls, South Dakota. We expeettnstruction of our permanent
building to be completed in Spring 2001. Buildingns are progressing for lowa Saving Bank divisiar@w main office in Urbandale, lowa.

We have never been more optimistic about First Mist#inancial than we are today, and we believestmak remains an attractive
investment. The First Midwest team remains dedittdencreasing shareholder value and enhancingiypeastment. Thank you for your
continuing support.

Sincerely,

/'SI James S. Haahr

James S. Haahr
Chai rman of the Board,
Presi dent & CEO

/'Sl J. Tyl er Haahr

J. Tyl er Haahr
Seni or Vice President,
Secretary & COO

(1) Based on reports distributed by the FDIC.

Cutlines:
We have increased demand deposit balances 10peree the past five years. The Company will cmndi its strategies to attract profitable
checking and money market accounts, and reduceostiiof funds.

Our focus on credit quality produces first-ratefpamance trends.
Charts: Non-Performing Loans to Total Loans; Dali@gt loans greater than 30 Days to Total Loans
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Editorial:
Our Mission Statement

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

Cutline:

"Our people are the heart of our mission, and atireeorganization." -Sandra Hegland,
Vice President of

Human Resources

Tradition
We have a tradition of providing financial solutiotihat help our customers achieve their goals.

In fact, First Federal Savings Bank, our foundiagly was established 46 years ago to help peoplddmes and earn a fair return on their
savings. While our company has grown and our miskas expanded, we are still dedicated to builting-term customer relationships
based on trust, respect, and integrity.

Our company's 1993 conversion to stock owner-shgbked us to become a "super-community bank." Veée tise capital raised to acquire
and build additional banks and broaden our bramttvork. We have also invested in technology to jg@additional services for our
customers and to streamline operations. The holclngpany structure is good for our customers, amgod for our banks.

Together, we are driven toward one vision: Be thieklof choice for financial services in our mar&etas. We believe that providing our
customers with personalized service from knowletitgefinancial experts will help differentiate ustin our competition.

Today we have fifteen bank locations, with a newiding planned for construction this year. Our as$m@ve grown from $161 million in
1993 to $506 million in 2000. And, we now provideve range of financial services that help oveP2b customers throughout the
Midwest. Loyal customers are a strong indicatiowf success, and we look forward to earning masgness in coming years.
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Teamwork and Results
Our people make the difference. We work togetheryeday to do the right things right.

That is why each year we review our past perforraanpdate our strategies, and develop specifioraglians to achieve our goals.
Employees participate in the business planningge®so that we all understand how we affect results

This past year we accomplished many of our goaksitMfoduced new products and improved our usedifrtology. Employee and customer
programs were established to reinforce our perszethineeds-based service. We achieved record itlepadsloan balances without
compromising credit quality standards. And, we exjeal operations into a new market.

Our First Federal Sioux Falls division opened therd to its temporary facility on September 6, 200@hy Trussell, Division President, and
our top-quality customer service team are devetppiew customer relationships as the 12,000-squatesermanent building is under
construction. Thanks to the contributions from emgpks across the Company, we have enjoyed a srraaotition into the Sioux Falls
community.

None of these accomplishments would be realizedowuitthe hard work of talented people. We are pafuzlir team and are optimistic abx
the years to come.

[GRAPHIC - "Do the right things right"]

Cutline:

"People helping people” is a core philosophy tledp$ our team do the right things right. Employgietured left to right: Susan Mesenbrink,
Deposit Account Specialist; Bradley Reichter, BtaManager; Susanne McLaughlin, Personal Banken BHegen, Assistant Vice President
and Savings Manager; and John Grundmeier, Vicademgsof Lending.
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Innovation
The only way to move ahead of the competition isrtdorace change and strive toward continuous ingmmewt in everything we do.

Our employees constantly strive to improve processel services that benefit our customers andamapany. We believe that the
implementation of innovative ideas fosters heajhgwth.

We view technology as an opportunity to improverafiag efficiencies and to provide 24-hour senopdions for our customers. This year
we upgraded our computer network to improve inteand external communication. We introduced QUICHba4-Hour Telebanking and
made other additions to our product mix. We alsmt¢dned fmficash.com so investors can easily aagess- date information about our
company. Watch for individual bank websites in rdiauary and on-line banking introductions in 108122

Our products and services include: Better than Freeless Checking | Business and Commercial ChgdikPhoto QUICKcard Cash &
Check | Money Market Accounts | Certificates of B&p| QUICKbank 24-Hour Telebanking | Savings Acus | Mortgage Lending |
Business and Commercial Lending | Agricultural Liegd Consumer Lending | Lines of Credit | Credfie lnsurance | Crop Insurance |
Credit Cards | Retirezent and Trust Services | Ready Reserve | Ovefeiraiection | Automated Clearing House Originati@irect Deposit
Automatic Payment | Investments(1)

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

Cutline:

Technology provides us with opportunities to enleamar customer service and internal operations.|&meps pictured left to right: Doug
Waller, Assistant Vice President of Information ®yss; Sandy Eickholt, Technical Services Represeataand Charles Friederichs, Vice
President and Director of Information Systems.



[GRAPHIC - PEOPLE]
Real People. Real Service. Real Value.

Our banks truly believe in people helping peoplés that simple. We listen and work with our cusrs to provide financial solutions that
help them succeed.

And unlike many national banks, our customers agatalk with a real person when they call or visie®f our offices. We believe that, by
getting to know our customers, we can provide batevice to help them reach their goals.

We are also dedicated to being good corporatesaisizThat means encouraging our people to becativelgdénvolved in their communities.
This year our banks partnered with General Coliwélband the American Bankers Association to bec&aeks of Promise. We dedicated
financial resources and thousands of employee hourslp youth and charitable organizations. We algiated a "Volunteer of the Year"
program to recognize our people for their commuaiigntation.

Community involvement is just one area we recogriagr sales and service program has been rewaodingmployees for their customer
service, continuous improvement, great work envirent, and result efforts for years. We encouragegyeaple to expand their financial
knowledge and skills. We believe that when empleyare empowered to become their best, it will kedfitst-rate customer service. After ¢
a satisfied customer is a true sign of better bamki

Cutline:

Our service scores a perfect "10" with our cust@mEmployee: Tracee Dierenfield, Assistant VicesRient and Loan Officer; Customers:
Patricia Colburn, German Instructor and CertifioatOfficer at Buena Vista University; Matthew Hueslion, Interpreter for Arrowhead
Educa- tion Agency; Sara M. Huddleston, Victim Adate for Social Agency; and daughter Alexis N.; Kidiauck, President of Mauck +
Associates; and Darrel Hinkeldey, Farmer.



Financial Contents:
Company Vision and Mission

Vision of First Midwest
Financial, Inc.

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

Vision of First Midwest
Financial Banks

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

Mission

Have a professional,
knowledgeable team
that cost effectively
provides value-added
financial products and
services that benefit
our customers.

Company Values

Customer Service
Outstanding internal

and external customer
service are the foundation

of our success. Meeting
customer financial needs and
exceeding expectations
contribute to customer
satisfaction and long-

term relationships.

Continuous
Improvement

We embrace change
to improve the quality
and productivity of
our product offerings,
business operations,
and customer service.

Great Work
Environment

We embrace an
atmosphere of open
communication and
mutual respect where
people are treated fairly,
have fulfilling career
opportunities and challenges,
and are able to make a
difference in the
communities we serve.

Results

We are results oriented.
Meeting goals allows

the company to earn

a fair profit while servicing



our customers in an efficient and
professional manner.

Cutline:
"l am proud to be part of a growing organizatiame that truly cares about its people and custafm&andra Castillo Bilingual Customer
Service Representative
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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 and extraordinary
items
Income tax expense

Income before extraordinary items
Extraordinary items, net of income tax

Net income

Earnings per common and common equivalent share:
Income before extraordinary items (1)
Basic earnings per share
Diluted earnings per share
Net income (1)
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 as

Quality Ratios
Non-performing assets to total assets at end o
Allowance for loan losses to non-performing lo

Capital Ratios
Shareholders' equity to total assets at end of
Average shareholders' equity to average assets
Ratio of average interest-earning assets to
average interest-bearing liabilities
Other Data
Cash earnings (in thousands) (3)
Cash earnings per share diluted (1) (3)
Cash return on average assets (3)
Cash return on average equity (3)

Book value per common share outstanding (1)
Dividends declared per share (1)

Dividend payout ratio

Number of full-service offices

(1) Amounts reported have been adjusted for theetfior- two stock split paid January 2, 1997 infdren of a 50% stock dividend.

2000 1999 1998

$ 505,590 $ 511,213 $ 418,380
324,703 303,079 270,286
147,479 178,489 120,610

3,768 4,133 4,498
318,654 304,780 283,858
143,993 164,369 89,888
40,035 39,771 42,286

$ 38,410 $ 35373 $ 32,059
24,578 22,176 19,230

13,832 13,197 12,829
1,640 1,992 1,663

12,192 11,205 11,166
566 1,918 1,875
9,408 8,645 8,253

3,350 4,478 4,788
1,374 1,837 2,003

1976 2641 2,785
352 - -

$ 2328 $ 2641 $ 2,785

$ 081 $ 107 $ 1.08

$ 079 $ 104 $ 1.03

$ 09 $ 107 $ 1.08

$ 093 $ 104 $ 1.03
0.46% 0.54% 0.68%

5.98 6.35 6.43
2.39% 2.43% 2.76%

2.32 2.40 2.74

2.79 2.83 3.26

sets 1.85 1.80 2.00

fyear 0.15% 0.47% 1.94%
ans 1,156.13 137.16 41.15

period 7.93% 7.78% 10.11%
7.67 8.65 10.51

108.02 108.39 110.22

$ 2696 $ 3,006 $ 3,150

$ 108 $ 118 $ 117
0.53% 0.61% 0.77%
6.93 7.23 7.27

$ 1648 $ 1586 $ 16.56
$ 052 $ 052 $ 048
54.83% 48.24% 44.05%
14 13 13

1997 1996

$ 404,589 $ 388,008
254,641 243,534
115,985 109,492

4,863 5,091
246,116 233,406
112,126 106,478
43,477 43,210

$ 29,005 $ 24,337
17,059 13,978
11,946 10,359

120 100

11,826 10,259
1700 1,419
7,382 7,568(2)

6,144 4,110
2,502 1,696
3,642 2,414

$ 3642 $ 241402

$ 134 $ 0950)
$ 128 $ 0.90()
$ 134 $ 0.950)
$ 128 $ 0.90()
0.98% 0.77%(2)
8.41 6.22(2)
2.80% 2.83%
2.78 2.84
3.38 3.47
2.00 2.40
0.82% 0.75%
75.36 83.49

10.75% 11.14%
11.62 12.44

112.00 113.72

$ 4,006 $ 2584(2)

$ 140 $ 0.96(2)
1.08%  0.82%(2)
9.25 6.66(2)

$ 16.11 $ 1481
$ 036 $ 0.29
26.41% 30.90%
13 12

(2) Reflects the one-time industry-wide speciakasment to recapitalize the Savings Associatioarémee Fund.

(3) Cash earnings excludes from net income the @ation of goodwill, net of related income taxes.
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First Midwest Financial, Inc. and Subsidiaries

Management's Discussion and Analysis
General

First Midwest Financial, Inc. (the "Company" or r$tiMidwest") is a bank holding company whose pryrgeubsidiaries are First Federal
Savings Bank of the Midwest ("First Federal") arat @ity State Bank ("Security"). The Company wanporated in 1993 as a unitary non-
diversified savings and loan holding company amdSeptember 20, 1993, acquired all of the capiitaksof First Federal in connection with
First Federal's conversion from mutual to stockrfaf ownership. On September 30, 1996, the Compangme a bank holding company in
conjunction with the acquisition of Security. Adiferences to the Company prior to September 2@B,19&ept where otherwise indicated,

to First Federal and its subsidiary on a consatidéasis.

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

The Company's basic mission is to maintain and methaore 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 excesggtilatory requirements, (ii) maintain the
quality of the Company's assets, (iii) control @iy expenses, (iv) maintain and, as possibleease the Company's interest rate spreac
(v) manage the Company's exposure to changesaresitrates.

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

The Company's total assets at September 30, 20@08885.6 million, a decrease of $5.6 million, dr%, from $511.2 million at September
30, 1999. The decrease in assets was due prinatihe reduction in securities available for salkich was partially offset by an increase in
net loans receivable.

The Company's portfolio of securities availabledate decreased $31.0 million, or 17.4%, to $14lkon at September 30, 2000 from
$178.5 million at September 30, 1999. The decreasedue to the sale of securities available far sah planned restructuring of the balance
sheet and, in addition, was due to the normal neyeay of mortgage-backed securities. The balancet sestructuring involved the sale of
lower yielding securities, the reinvestment of meds into higher yielding assets, and the repayofdmrrowings.

The Company's portfolio of net loans receivableeased by $21.6 million, or 7.1%, to $324.7 millarSeptember 30, 2000 from $303.1
million at September 30, 1999. Net loans receivaidecased as a result of increased originationpamdhase of commercial and multi-
family real estate loans on existing and newly tmtsed properties. In addition, the increase tesufrom increased origination of consumer
loans and agricultural real estate loans. Conveatione to four family residential mortgage loasslohed as existing originated and
purchased loans repaid in amounts greater tharorigimations during the period. Agricultural busisdoans also declined as a result of
repayments in excess of new originations duringoéméod.

Customer deposit balances increased by $13.9 milin4.6%, from $304.8 million at September 3048 $318.7 million at September 30,
2000. The increase in deposits resulted from managégs continued effort to enhance deposit prodasign and marketing programs.
Deposit balances increased for noninterest-beaéngand accounts and time certificates of depositaramounts of $360,000 and $16.0
million, respectively. Interest-bearing transaaitaxcounts, which include savings, NOW and monerketalemand accounts, declined $2.5
million as higher interest rates during the pegoovided incentive for the movement of funds teetixterm certificates of deposit.

The Company's borrowings from the FHLB decreasefi2dy6 million, or 13.4%, from $161.3 million at@ember 30, 1999 to $139.7
million at September 30, 2000. The reduction irrtweings was the result of increased deposit bakaoe proceeds from the sale of
securities available for sale.
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First Midwest Financial, Inc. and Subsidiaries

Shareholders' equity increased $264,000, or 0.3%4®.0 million at September 30, 2000 from $39.Bioni at September 30, 1999. The
increase in shareholders' equity is the resuliebdfarnings during the period, which were partiaffget by the effect of stock repurchases and
the payment of cash dividends on common stock.

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 primasglyethdent on net interest income, noninterest incamdghe Company's ability to manage
operating expenses. Net interest income is therdiffice, or spread, between the average yield eresitearning assets and the average rate
paid on interest-bearing liabilities. The intenege spread is affected by regulatory, economid,campetitive factors that influence interest
rates, loan demand, and deposit flows. The Comgieyother financial institutions, is subject tierest rate risk to the extent that its
interest-earning assets mature or reprice at diftetimes, or on a different basis, than its irgeteearing liabilities.

The Company's noninterest income consists primafifges charged on transaction accounts and éootigination of loans, both of which
help offset the costs associated with establisaim@ymaintaining deposit and loan accounts. In exdgihoninterest income is derived from
activities of First Federal's whollgwned subsidiaries, First Services Financial Lichi@d Brookings Service Corporation. Both engaghé
sale of various non-insured investment productstdiically, the Company has not derived significasbme as a result of gains on the sale
of securities and other assets. During the yeage&eptember 30, 2000, the Company recorded atogge sale of securities available for
sale in the amount of $1,021,000 resulting fromplaened restructuring of the balance sheet thatwed the sale of lower yielding
securities, the reinvestment of funds into highelding assets, and the repayment of borrowings.[®bs on sale of securities was partially
offset by a $561,000 gain on the transfer of Fddéoae Loan Bank advances. For the years endec®éer 30, 1999 and 1998, gains were
recorded in the amounts of $332,000 and $399,@3pectively, as a result of the sale of securétigslable for sale.

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 2000 1999 1998

WEIGHTED AVERAGE YIELD ON
Loans receivable 8.47% 8.09% 8.80 %
Mortgage-backed securities available for sale 6.66 6.38 7.15
Securities available for sale 6.92 6.14 6.40
FHLB stock 7.10 6.25 6.75
Combined weighted average yield

on interest-earning asset s 7.91 7.39 8.13

WEIGHTED AVERAGE RATE PAID ON

Demand, NOW and money market demand depo sits 3.50 3.24 3.00
Savings deposits 3.05 2.50 2.48
Time deposits 6.02 5.32 5.80
FHLB advances 5.99 5.38 591
Other borrowed money 6.32 5.28 5.68
Combined weighted average rate paid on

interest-bearing liabilit ies 5.59 4.99 5.39

Spread 2.32% 2.40% 2.74%
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Rate/Volume Analysis

The following schedule presents the dollar amotichanges in interest income and interest expemrseéjor components of interest-earning
assets and interest-bearing liabilities. It digtisges between the increase related to higheramdlistg balances and that due to the levels and
volatility of interest rates. For each categorymiérest-earning assets and interest-bearing iliaisil 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 attributabiotb rate and volume, which cannot be segregated heen allocated proportionately to the
change due to volume and the change due to rate.

Year Ended September 30, 2000 vs. 1999 1999 vs. 1998
Increase Increase Total Increase Increase Total
(Decrease) (Decrease) Increase (Decrease) (Decrease) Increase
Due to Volume Due to Rate (Decrease) Due to Volu me Due to Rate (Decrease)

(In Thousands)
INTEREST-EARNING ASSETS

Loans receivable $2,081 $391 $2472 $2,399 $(1,658) $ 741
Mortgage-backed securities
available for sale 651 55 706 4,088 (262) 3,826
Securities available for sale (354) 129 (225) (1,276) (72)  (1,348)
FHLB stock 62 22 84 114 (19) 95
Total interest-earning assets $ 2,440 $597 $3,037 $5325 $(2,011) $3,314

INTEREST-BEARING LIABILITIES
Demand, NOW and

money market deposits $ 269 $146 $ 415 $ 587 $ 210 $ 797
Savings deposits (46) 76 30 (65) 10 (55)
Time deposits 514 171 685 997 (665) 332
FHLB advances 819 433 1,252 2,233 (343) 1,890
Other borrowed money 7 13 20 ) (11) (18)
Total interest-bearing liabilities $1,563 $839 $2402 $3,745 $ (799) $2,946
Net effect on net interest income $ 877 $(242) $ 635 $1,580 $(1,212) $ 368
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First Midwest Financial, Inc. and Subsidiaries
Average Balances, Interest Rates and Yields

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

carrying a zero yield.

Year Ended September 30,

Aver
Outstand
(Dollars in Thousands) Bala
INTEREST-EARNING ASSETS
Loans receivable(l) $309,
Mortgage-backed securities
available for sale 125,
Securities available for sale 52,
FHLB stock 8,
Total interest-earning assets 496,

Noninterest-earning assets 10,

Total assets $507,

INTEREST-BEARING
LIABILITIES
Demand, NOW and money
market demand deposits ~ $ 59,

Savings deposits 15,
Time deposits 230,
FHLB advances 149,
Other borrowed money 3,
Total interest-bearing liabilities 459,

Noninterest-bearing:

Deposits 5,
Liabilities 3,
Total liabilities 468,
Shareholders' equity 38,
Total liabilities and
shareholders' equity $507,
Net interest-earning assets $ 36,

Net interest income

Net interest rate spread

Net yield on average interest-
earning assets

Average interest-earning assets
to average interest-bearing
liabilities 108

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

2000 1999

age Interest Average Interest
ing Earned Yield Outstanding Earned Yiel
nce /Paid /Rate Balance /Paid /Rat

768 $26,268 8.48% $285,232 $23,796 8.3

749 8,210 6.53 115,784 7,504 6.4
672 3,379 6.42 58,190 3,604 6.1
190 553 6.75 7,278 469 6.4

199 $ 2,145 3.62% $51,778 $1,730 3.3
986 477 2.98 17,528 447 2.5
992 13,015 5.63 221,873 12,330 5.5
896 8,735 5.83 135,846 7,483 55
460 206 5.95 3,348 186 55

639 5,749

178 3,451

350 439,573

908 41,630

258 $481,203

846

$ 13,832 $13,197

2.39% 2.4
2.79% 2.8

.02% 108.39%

14

Average Interest
d Outstanding Earned Yield
e Balance /Paid /Rate

4% $256,482 $23,055 8.99%

8 52,722 3,678 6.98
9 78,789 4,952 6.29
4 5514 374 6.78

8% 393,507 $32,059 8.15%

4% $34,202 $ 933 2.73%
5 20,090 502 2.50

6 203,932 11,998 5.88

1 95328 5,593 5.87

6 3,473 204 5387

5% 357,025 $19,230 5.39%

43,295

3% 2.76%

3% 3.26%

110.22%



Comparison of Operating Results for the Years Eratember 30, 2000 and September 30, 1999

General Net income for the year ended Septembe2(8@) decreased $313,000, or 11.9%, to $2,328f080,$2,641,000 for the same per
ended September 30, 1999. The decrease in net éaftacts the loss on sale of securities availtdisale and an increase in noninterest
expenses, which were partially offset by an inceéaset interest income, a decrease in the pavifir loan losses and a gain on the transfer
of FHLB advances.

Net Interest Income Net interest income for theryealed September 30, 2000 increased by $635,0d08%, to $13,832,000 comparec
$13,197,000 for the same period ended Septembdi93@, The increase in net interest income reflastsverall increase in the average
balance of interest-earning assets during the gewbich was partially offset by a decrease inrtaeinterest rate spread between interest-
earning assets and interest-bearing liabilitie® fiét yield on average earning assets decreagedd%® for the period ended September 30,
2000 from 2.83% for the same period in 1999. Therekese in net yield is primarily due the decreaseet interest rate spread between
interest-earning assets and interest-bearingilieisil

Interest Income Interest income for the year ersiegtember 30, 2000 increased $3,037,000, or 8a6%38,410,000 from $35,373,000 for
the same period in 1999. The increase reflecta@ease in interest income from net loans receévab$2,472,000 due to an increase in the
average balance outstanding and, to a lesser gateirticrease in the overall yield during the perio addition, the increase in interest
income reflects an increase in interest income filoenportfolio of securities available for sale$dB81,000 due to an increase in the portfolio
yield and an increase in the average portfolior@aduring the periot

Interest Expense Interest expense increased $2M2r 10.8%, to $24,578,000 for the year endgdeBeber 30, 2000 from $22,176,000
the same period in 1999. The increase in intergetrese is due to increases in the average outstabdiance of demand deposits, time
deposits, and FHLB advances during the year endpte&ber 30, 2000 as compared to the same peri@bid The increase in the average
balance of demand and time deposits resulted frdenrial growth of the deposit portfolio. The averdglance of FHLB advances increased
due to borrowing activity throughout the perioddise fund growth of the loan portfolio. The increas interest expense also reflects higher
interest rates paid on interest-bearing liabilidesing the year ended September 30, 2000, as matkeest rates generally trended upward
during the period.

Provision for Loan Losses The provision for loassles for the year ended September 30, 2000 wa400® compared to $1,992,000 for
same period in 1999. Management believes thatdoasa detail review of the loan portfolio, histoldan losses, current economic
conditions, and other factors, the current levgiraivision for loan losses, and the resulting lefehe allowance for loan losses, reflects an
adequate reserve against potential losses frotoémeportfolio.

Current economic conditions in the agriculturalteeof the Company's market area indicate potentgglkness due to a continuation of
historically low commodity prices. The agricultuedonomy is accustomed to commaodity price fluctretiand is generally able to handle
such fluctuations without significant problem. Hoxge, an extended period of low commodity pricesldoasult in additional weakness of
Company's agricultural loan portfolio and couldateea need for the Company to increase its alloevéorcloan losses through increased
charges to provision for loan losses.

During recent years, the Company has increasedigmation and purchase of multi-family and comaiairreal estate loans and has
increased its origination of commercial businessito The Company anticipates activity in this tgpending to continue in future years.
This lending activity is considered to carry a laghevel of risk due to the nature of the collatarad the size of individual loans. As such, the
Company anticipates continued increases in itsvaliewe for loan losses as a result of this lendatiyigy.

Although the Company maintains its allowance famdosses at a level that it considers to be adegtmere can be no assurance that future
losses will not exceed estimated amounts, or tthditianal provisions for loan losses will not beuéed in future periods. In addition, the
Company's determination of the allowance for lazssés is subject to review by its regulatory agenaivhich can require the establishment
of additional general or specific allowances.
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Noninterest Income Noninterest income for the yawated September 30, 2000 decreased $1,352,000,586,7to $566,000 from $1,918,0
for the same period in 1999. The decrease in nerg@st income reflects a $1,021,000 loss on sateafrities avail-able for sale for the year
ended September 30, 2000 as compared to a gaBB&f®O0 the previous year. The fiscal 2000 lossade of securities available for sale
resulted primarily from the planned restructuririghee balance sheet that involved the sale of loyiedding securities, the reinvestment of
proceeds into higher yielding assets, and the rapay of borrowings. Noninterest income reflectsramease for fiscal 2000 in brokerage
commissions received from sales of non-insuredstment products through First Federal's subsidiarie

Noninterest Expense Noninterest expense increas&dés,000, or 8.8%, to $9,408,000 for the yeardrBeptember 30, 2000 as comp:

to $8,645,000 for the same period in 1999. Theeiase in noninterest expense for fiscal 2000 reflad695,000 increase in employee
compensation and benefits expense due to normat asad) benefit cost increases and the additionrsbpeel related to the opening of a new
office facility. In addition, occupancy and equipmexpense and data processing expense increasistéd 2000 by $142,000 and $32,000,
respectively, due to expenditures related to trenig of a new office facility and to expenditumstechnological enhancements to the
Company's computer and product delivery systemigjded to provide continued efficient customer sevi

Income Tax Expense Income tax expense decrease4a3y000, or 25.2%, to $1,374,000 for the year ér@ptember 30, 2000 from
$1,837,000 for the same period in 1999. The deeramcome tax expense reflects the decreaseilettel of taxable income for the period
ended September 30, 2000 compared to the samel per1®99.

Extraordinary Item The extraordinary item for theay ended September 30, 2000 was $352,000, whiwt f the income tax effect. The
extraordinary item reflects the gain on the tranefdcHLB advances resulting from the planned rexgtrring of the balance sheet that
involved the sale of lower yielding securities, tk@vestment of proceeds into higher yielding tsssnd the repayment of borrowings. There
was no such extraordinary item in the previous year

Comparison of Operating Results for the Years Eratember 30, 1999 and September 30, 1998

General Net income for the year ended Septembet@® decreased $144,000, or 5.2%, to $2,641,00®, $2,785,000 for the same period
ended September 30, 1998. The decrease in net éaftacts increases in the provision for loandssand noninterest expense, which were
partially offset by increases in net interest inecamd noninterest income.

Net Interest Income Net interest income for theryaled September 30, 1999 increased by $368,0@00%, to $13,197,000 comparec
$12,829,000 for the same period ended Septembd93@. The increase in net interest income reflaateverall increase in the balance of
average interest-earning assets during the peFimeinet yield on average earning assets decreag:83% for the period ended September
30, 1999 from 3.26% for the same period in 199& décrease in net yield is primarily due to interates remaining generally at historically
low levels throughout the period, which resultedhie continued refinance and repayment of relatihaher yielding loans and mortgage-
backed securities. These earning assets were eepfhiough the origination and purchase of loamsraartgage-backed securities at
comparatively lower yields. The reduction in yield earning assets was partially offset by a redodti the cost of interestearing liabilities

Interest Income Interest income for the year ersiegtember 30, 1999 increased $3,314,000, or 1a8%$85,373,000 from $32,059,000 for
the same period in 1998. The increase reflects4r82000 increase in interest earned on the partfdlsecurities available for sale, which
increased to $11,108,000 for the year ended Segtedih 1999 from $8,630,000 in 1998. The increasaterest income from securities
resulted from a higher average securities portfioditance, which was partially offset by a lowerrage yield on the securities portfolio dur
fiscal 1999 compared to 1998. In addition, interesbme was higher due to a $741,000 increaseténdst earned on the loan portfolio as a
result of a higher average loan portfolio balantéctv was partially offset by a lower average yiéiding fiscal 1999 compared to 1998.

Interest Expense Interest expense increased $Mi6r 15.3%, to $22,176,000 for the year endguebaber 30, 1999 from $19,230,000
the same period in 1998. The increase in intergetriese is due to increases in the average outstabdiance
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of demand deposits, time deposits, and FHLB adwaduoeng the year ended September 30, 1999 as cethfzathe same period in 1998.
The increase in the average balance of demandrardieposits resulted from internal growth of tlepakit portfolio. The average balance of
FHLB advances increased due to borrowing activitpighout the period used to fund growth of theIpartfolio and the purchase of
securities available for sale. The increase inr@stieexpense was partially offset by lower interatts paid on time deposits and FHLB
borrowings during the year ended September 30, 283®mpared to the previous year, as market stteates have generally trended
downward.

Provision for Loan Losses The provision for loassles for the year ended September 30, 1999 wa8200® compared to $1,662,000 for
same period in 1998. Management believes thatdoasa detail review of the loan portfolio, histoldan losses, current economic
conditions, and other factors, the current levgiraivision for loan losses, and the resulting lefehe allowance for loan losses, reflects an
adequate reserve against potential losses frotoémeportfolio.

Noninterest Income Noninterest income for the yaated September 30, 1999 increased $43,000, or, £o384,918,000 from $1,875,000 |
the same period in 1998. The increase in nonirtteresme reflects an increase in loan fees andslepervice charges of $83,000 for fiscal
1999 compared to the same period in 1998 as a mfsntreased lending activity and increased #@gtion transaction accounts subject to
service charges. Noninterest income also incredsedo an increase in brokerage commissions frées s noninsured investment produc
through First Federal's subsidiaries and increaselresult of a net gain on sales of foreclosaldestate compared to a net loss on sales in
1998. Noninterest income reflects lower net gaithensales of securities available for sale faraid 999 compared to 1998.

Noninterest Expense Noninterest expense increas&892,000, or 4.7%, to $8,645,000 for the yeareern8eptember 30, 1999 compare:
$8,253,000 for the same period in 1998. The iner@asoninterest expense for fiscal 1999 refleckd@l,000 increase in employee
compensation and benefits expense primarily dilee@ddition of personnel and the upgrade of eigeeith existing positions to support
current and anticipated growth of the Company.dditon, other noninterest expense increased $oafi1999 by $123,000 compared to 1998
due primarily to expenses related to the recruitroénew personnel. Noninterest expense for fi¢88I8 included a $300,000 charge to
provision for losses on foreclosed real estatevitich there was no comparable charge in fiscal 1999

Income Tax Expense Income tax expense decreasgtidiy000, or 8.3%, to $1,837,000 for the year er@kmmtember 30, 1999 from
$2,004,000 for the same period in 1998. The deeramcome tax expense reflects the decreaseilettel of taxable income for the period
ended September 30, 1999 compared to the samel per1®98.

Asset/Liability Management
And Market Risk

Qualitative Aspects of Market Risk As stated abdkie,Company derives its income primarily from éxeess of interest collected over
interest paid. The rates of interest the Companysean assets and pays on liabilities generallyeatablished contractually for a period of
time. Market interest rates change over time. Adicgly, the Company's results of operations, Ikase of many financial institution holding
companies and financial institutions, are impattgdhanges in interest rates and the interessmtsitivity of its assets and liabilities. The
risk associated with changes in interest ratesl@€ompany's ability to adapt to these changksas/n as interest rate risk and is the
Company's only significant market risk.

Quantitative Aspects of Market Risk In an attengptitanage the Company's exposure to changes iesttates and comply with applicable
regulations, we monitor the Company's interestniate In monitoring interest rate risk, we contitly analyze and manage assets and
liabilities based on their payment streams andésterates, the timing of their maturities, andrtkensitivity to actual or potential changes in
market 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 portfolialue and net interest income would
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tend to increase during periods of rising rates@eutease during periods of falling interest raemversely, if the Company's assets mature
or reprice more slowly or to a lesser extent thafiabilities, then net portfolio value and neteirest income would tend to decrease during
periods of rising interest rates and increase dupgriods of falling interest rates.

The Company currently focuses lending efforts talv@iginating and purchasing competitively priceljuatable- rate and fixed-rate loan
products with relatively short terms to maturitgngrally 15 years or less. This allows the Companyaintain a portfolio of loans that will
be sensitive to changes in the level of intergsisravhile providing a reasonable spread to the afdsbilities used to fund the loans.

The Company's primary objective for its investmgumitfolio is to provide the liquidity necessaryneet the funding needs of the loan
portfolio. The investment portfolio is also usedtie ongoing management of changes to the Compassed/liability mix, while contributing
to profitability through earnings flow. The investnt policy generally calls for funds to be invesédong various categories of security ty
and maturities based upon the Company's needjfadlty, desire to achieve a proper balance betwa@mizing risk while maximizing
yield, the need to provide collateral for borronsngnd to fulfill the Company's asset/liability nagement goals

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

The Company emphasizes and promotes its savinggymoarket, demand and NOW accounts and, subjecatket conditions, certificates
of deposit with maturities of six months througbefiyears, principally in its primary market areaeTsavings and NOW accounts tend to be
less susceptible to rapid changes in interest.rates

In managing its asset/liability mix, the Companytimes, depending on the relationship between-lang short-term interest rates, market
conditions, and consumer preference, may place wbategreater emphasis on maximizing its net intaresgin than on strictly matching t
interest rate sensitivity of its assets and lieie8i. Management believes the increased net in¢batenay result from an acceptable mismatch
in the actual maturity or repricing of its assed dinbility portfolios can, during periods of daulng or stable interest rates, provide sufficient
returns to justify the increased exposure to suddaehunexpected increases in interest rates whashresult from such a mismatch. The
Company has established limits, which may changm fime to time, on the level of acceptable interaete risk. There can be no assurance,
however, that in the event of an adverse changdenest rates, the Company's efforts to limitriest rate risk will be successful.

Net Portfolio Value The Company uses a net podfeélue ("NPV") approach to the quantification wiferest rate risk. This approa
calculates the difference between the present wle&pected cash flows from assets and the presdund of expected cash flows from
liabilities, as well as cash flows from off-balarsigeet contracts. Management of the Company'ssaasétliabilities is performed within the
context of the marketplace, but also within ling&tablished by the Board of Directors on the amofichange in NPV that is acceptable
given certain interest rate chang



Presented below, as of September 30, 2000 and k88 ,analysis of the Company's interest rateasskieasured by changes in NPV for an
instantaneous and sustained parallel shift in thlkel gurve, in 100 basis point increments, up andrd200 basis points. As illustrated in the

table, the Company's NPV is generally more semsttiwising rate changes than declining rates. dbdsirs primarily because, as rates rise,

the market value of fixed- rate loans and mortglageked securities declines due to both the ratease and the related slowing of

prepayments on loans. When rates decline, the Caoyni@es not experience

Change in Interest Rate Board Limit A t September 30, 2000 At September 30, 1999
(Basis Points) % Change $ Change % Change $ Change % Change
(Dollars in Thousands)
+200 bp (40)% $ (7,202) (18)% $(10,597) (26)%
+100 bp (25) (3,323) (8) (5,029) (12)
0 - - - - -
-100 bp (10) 2,659 6 3,635 9
-200 bp (15) 1,657 4 3,875 9
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a significant rise in market value for these loand mortgage-backed securities because borrowepayat relatively higher rates. The value
of the Company's deposits and borrowings changppnoximately the same proportion in rising antirfglrate scenarios. The Company
experienced a decrease in interest rate sensiéiviBeptember 30, 2000 as compared to the ena @irévious year due to the reduction,
through sale and repayment, of fixed-rate mortdaayeked securities with longer expected terms tauntgtand, in addition, the lengthening
of the average maturity of FHLB advances.

Certain shortcomings are inherent in the methaahalysis presented in the foregoing tables. Fomgka, although certain assets and
liabilities may have similar maturities or periadsrepricing, they may react in different degreeshanges in market interest rates. Also, the
interest rates on certain types of assets anditiabimay fluctuate in advance of changes in miirkerest rates, while interest rates on other
types may lag behind changes in market rates. iaditly, certain assets such as adjustable-ratégage loans have features that restrict
changes in interest rates on a short-term basiewagdthe life of the asset. Further, in the exddra change in interest rates, prepayments and
early withdrawal levels would likely deviate frofmose assumed in calculating the tables. Finally affility of some borrowers to service tt
debt may decrease in the event of an interesirretease. The Company considers all of these faatamonitoring its exposure to interest
rate risk.

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

Asset Quality It is management's belief, basechforination available, that the Company's curresetguality is satisfactory. At September
30, 2000, non- performing assets, consisting ofamruing loans, accruing loans delinquent 90 a@aysore, real estate owned, and
repossessed consumer property, totaled $755,0Q01 5% of total assets, compared to $2,381,000,401% of total assets, for the fiscal year
ended 1999. The decrease in non-performing assatgdiscal 2000 reflects management's contindiuitdo strengthen the quality of its
loan portfolio through adherence to written undémg guidelines, an on-going credit review progrand diligent collection practices.

The Company maintains an allowance for loan lobsesause of the potential that some loans may noggmd in full. At September 30,
2000, the Company had an allowance for loan losstee amount of $3,590,000 as compared to $3,0030 September 30, 1999.
Management's periodic review of the adequacy oftlwsvance for loan losses is based on variousestilsg and objective factors including
the Company's past loss experience, known andenhesks in the portfolio, adverse situations thaty affect the borrower's ability to rep.
the estimated value of any underlying collaterat] aurrent economic conditions. While management allacate portions of the allowance
for specifically identified problem loan situatigriee majority of the allowance is based on judgtaleiactors related to the overall loan
portfolio and is available for any loan charge-dffat 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 SFASIN4, some of these loans are considered to beafieg) while others are not considered
to be impaired, but possess weaknesses that thp&gnbelieves merit additional analysis in esthiig the allowance for loan losses. All
other loans are evaluated by applying estimatesiratsos to various pools of loans. The Company tealyzes other factors (such as
economic conditions) in determining the aggregateunt of the allowance needed.

At September 30, 2000, $734,000 of the allowancéofmn losses was allocated to impaired loans [B#e 4 of Notes to Consolidated
Financial Statements), $500,000 was allocatedentified problem loan situations, and $2,356,008 aliocated as a reserve against losses
from the overall loan portfolio. At September 3099, $438,000 of the allowance for loan lossesallasated to impaired loans, $670,000
was allocated to identified problem loan situaticarsd $1,985,000 was allocated as a reserve ad@aassts from the overall loan portfolio.

The September 30, 2000 allowance for loan lossdsiths allocated to impaired loans was $734,00@wik 12.9% of impaired loans as of
that date. The September, 30 1999 allowance afiddatimpaired loans was $438,000, which is 10.9%npaired loans at that date. The
increase in the dollar amount of the allocatedvedlioce is due to the relative increase in
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total impaired loans between the periods and tbease in the allocated allowance as a percenfagébimpaired loans is a result of the
specific analysis performed on a loan-by-loan basidescribed above.

The September 30, 2000 allowance allocated to adleetified problem loan situations was $500,00@@spared to $670,000 at September
30, 1999, a decrease of $170,000. This changeeisudt of the specific analysis performed on a {bgroan basis as described above.

The portion of the September 30, 2000 allowancewitaa not specifically allocated was $2,356,008@spared to $1,985,000 at September
30,1999, an increase of $371,000. This increasepwamrily due to an increase in the size of tranlportfolio and a shift in the mix of the
loan portfolio from single-family loans to commeatcand multi- family real estate loans.

Liquidity and Sources of Funds The Company's pnynsaurces of funds are deposits, borrowings, guadcnd interest payments on loans
and mortgage-backed securities, and maturing imesst securities. While scheduled loan repaymerdsaaturing investments are relatively
predictable, deposit flows and early loan repaysant influenced by the level of interest ratesegal economic conditions, and competit

Federal regulations require First Federal to main4ninimum levels of liquid assets. Currently sEiFederal is required to maintain liquid
assets of at least 4% of the average daily balahoet withdrawable savings deposits and borrowpeagsable on demand in one year or less
during the preceding calendar quarter. Liquid ask®tpurposes of this ratio include cash, certiane deposits, U.S. Government,
governmental agency, and corporate securities hligations, unless otherwise pledged. First Fedeaalhistorically maintained its liquidity
ratio at levels in excess of those required. Festeral's regulatory liquidity ratios were 8.7%4,%9.and 15.4% at September 30, 2000, 1999
and 1998, respectively.

Liquidity management is both a daily and long- téamction of the Company's management strategy.ddrapany adjusts its investments in
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 depgstsd (v) the objectives of its asset/liability mgament 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 Federal Home LoamBof Des Moines and has collateral
eligible for use with reverse repurchase agreements

The primary investing activities of the Company #e origination and purchase of loans and thelase of securities. During the years
ended September 30, 2000, 1999 and 1998, the Conapgnated loans totaling $104.3 million, $148a8lion and $147.2 million,
respectively. Purchases of loans totaled $55.6amjl77.3 million and $36.9 million during the ys&nded September 30, 2000, 1999 and
1998, respectively. During the years ended Septete2000, 1999 and 1998, the Company purchasetjage-backed securities and other
securities available for sale in the amount of $826, $125.4 million and $89.9 million, respectivel

At September 30, 2000, the Company had outstarmingnitments to originate and purchase loans of8dMllion. (See Note 14 of Notes to
Consolidated Financial Statements.) Certificatedepfosit scheduled to mature in one year or less Beptember 30, 2000 total $132.3
million. Based on its historical experience, mamaget believes that a significant portion of sucphasits will remain with the Company,
however, there can be no assurance that the Congaametain all such deposits. Management belithatdoan repayment and other sources
of funds will be adequate to meet the Company&skeeable short- and long-term liquidity needs.

During fiscal year 2000, the Company began constmof a new office facility in Sioux Falls, Souhakota. The construction of this office
is expected to be completed during the second guaithe 2001 fiscal year. In addition, the Comphas initiated plans to construct a new
office to be located in Urbandale, lowa, whichnsicipated to be completed by the end of the 2@8af year. The source of funds for capital
improvements of this type is from the normal opierat 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 accouaswestablished for the benefit of eligible accdwitlers who continue to
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maintain their account with the Bank after the @msion. The liquidation account is reduced annuallthe extent that eligible account
holders have reduced their qualifying depositsS&ptember 30, 2000, the liquidation account apprated $2.5 million.

First Federal and Security are in full compliandgthwheir capital requirements. See Note 13 of NateConsolidated Financial Statements
additional information.

Impact of Inflation and Changing Prices The Cortatled Financial Statements and Notes thereto gegbberein have been prepared in
accordance with generally accepted accounting ipiiess which require the measurement of financtedifion and operating results in terms
of historical dollars without considering the charnig the relative purchasing power of money oweetdue to inflation. The primary impact
of inflation is reflected in the increased costte# Company's operations. Unlike most industriahpanies, virtually all the assets and
liabilities of the Company are monetary in nat#s.a result, interest rates generally have a migréficant impact on a financial institution's
performance than do the effects of general levkiisflation. Interest rates do not necessarily movthe same direction, or to the same ex
as the prices of goods and services.

Impact of New Accounting Standards SFAS No. 138lerivatives will, beginning with the quarter end2ecember 31, 2000, require all
derivatives to be recorded at fair value in theabeé sheet, with changes in fair value run thrangbme. If derivatives are documented and
effective as hedges, the change in the derivasivevélue will be offset by an equal change inféievalue of the hedged item. The adoption
of SFAS No. 133 is not expected to have a mateniphct on the results of operations or financialdition of the Company.

SFAS No. 140 "Accounting for Transfers and Sengairfi Financial Assets and Extinguishments of Litiba" was issued in September 20
and replaces SFAS No. 125 of the same title. SFHF®Brévises the standards for accounting for sezatibns and other transfers of financial
assets and collateral and requires certain disagsbut it carries over most of SFAS No. 125'yjgions without reconsideration. The
adoption of SFAS No. 140 is not expected to haweaterial impact on the results of operations aaifitial condition of the Company.

Forward-Looking Statements

The Company, and its wholly-owned subsidiariestfiexieral and Security, may from time to time makiten or oral "forward-looking
statements," including statements contained ffilitgs with the Securities and Exchange Commissinrits reports to shareholders, and in
other communications by the Company, which are niradeod faith by the Company pursuant to the "afdor" provisions of the Private
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 followingesiidj future operating results; customer growthratehtion; loan and other product
demand; earnings growth and expectations; new pte@und services; credit quality and adequacys#rkes; technology; and our
employees. The following factors, among others|dtoause the Company's financial performance tedihaterially from the expectations,
estimates, and intentions expressed in such foreatdng statements: the strength of the UnitedeStaconomy in general and the strength
of the local economies in which the Company 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 thesgucts and services by users; the
impact of changes in financial services' laws agllations; technological changes; acquisitionanges in consumer spending and saving
habits; and the success of the Company at man#gingsks involved in the foregoing.

The foregoing list of factors is not exclusive. Atdzhal discussion of factors affecting the Comparbusiness and prospects is contained in
the Company's periodic filings with the SEC. Thar@any does not undertake, and expressly disclaiyméndent 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

Consolidated Balance Sheets
September 30, 2000 and 1999

2 000 1999
ASSETS
Cash and due from banks $ 9 84,937 $ 1,165,895
Interest-bearing deposits in other financial institutions 5,9 37,594 4,208,016
Total cash and cash equivalents 6,9 22,531 5,373,911
Securities available for sale 147,4 78,931 178,489,030
Loans receivable, net of allowance for loan losses of $3,589,873
in 2000 and $3,092,628 in 1999 324,7 02,629 303,078,500
Federal Home Loan Bank (FHLB) stock, at cost 8,3 27,600 8,125,800
Accrued interest receivable 52 16,929 5,046,234
Premises and equipment, net 6,0 91,741 4,770,056
Foreclosed real estate 4 45,133 142,901
Other assets 6,4 04,936 6,186,320
Total assets $505,5 90,430  $511,212,752
LIABILITIES AND SHAREHOLDERS' EQUITY
LIABILITIES
Noninterest-bearing demand deposits $ 6,0 40,991 $ 5,680,923
Savings, NOW and money market demand deposit s 72,5 08,530 75,003,028
Time certificates of deposit 240,1 04,200 224,095,970
Total deposits 318,6 53,721 304,779,921
Advances from FHLB 139,7 38,451 161,348,071
Securities sold under agreements to repurcha se 4,2 54,965 3,020,951
Advances from borrowers for taxes and insura nce 4 61,514 422,593
Accrued interest payable 1,0 06,341 875,365
Accrued expenses and other liabilities 1,4 40,353 995,103
Total liabilit ies 465,5 55,345 471,442,004
SHAREHOLDERS' EQUITY
Preferred stock, 800,000 shares authorized; none issued -- --
Common stock, $.01 par value; 5,200,000 shar es authorized; 2,957,999
shares issued and 2,431,574 sh ares outstanding at September 30, 2000;
2,957,999 shares issued and 2, 507,073 shares outstanding at
September 30, 1999 29,580 29,580
Additional paid-in capital 20,9 76,107 21,305,937
Retained earnings - substantially restricted 30,4 04,386 29,352,943
Accumulated other comprehensive income (loss ) 2,5 53,891) (2,520,633)
Unearned Employee Stock Ownership Plan share s - (167,200)
Treasury stock, 526,425 and 450,926 common s hares, at cost,
at September 30, 2000 and 1999 , respectively (8,8 21,097) (8,229,879)
Total sharehol ders' equity 40,0 35,085 39,770,748
Total liabiliti es and shareholders' equity $505,5 90,430 $511,212,752

See Notes to Consolidated Financial Statements.
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Consolidated Statements of Income
Years ended September 30, 2000, 1999 and 1998

See Notes to Consolidated Financial Statements.
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2000 1999 1998
Interest and dividend income:
Loans receivable, including fees $ 26,267,638  $23, 795,796  $ 23,054,813
Securities available for sale 11,589,221 11, 108,170 8,629,761
Dividends on FHLB stock 553,165 468,765 374,220
38,410,024 35, 372,731 32,058,794
Interest expense:
Deposits 15,636,793 14, 506,472 13,432,454
FHLB advances and other borrowings 8,941,569 7, 669,408 5,797,499
24,578,362 22, 175,880 19,229,953
Net interest income 13,831,662 13, 196,851 12,828,841
Provision for loan losses 1,640,000 1, 992,000 1,662,472
Net interest income af ter provision
for loan losses 12,191,662 11, 204,851 11,166,369
Noninterest income:
Loan fees and deposit service char ges 1,310,642 1, 346,117 1,263,367
Gain (loss) on sales of securities available for sale, net (1,020,885) 331,611 398,903
Gain (loss) on sales of foreclosed real estate, net (12,033) 16,513 (33,034)
Brokerage commissions 131,801 79,159 52,479
Other income 156,707 144,625 193,158
566,232 1, 918,025 1,874,873
Noninterest expense:
Employee compensation and benefits 5,830,791 5, 135,672 4,644,809
Occupancy and equipment expense 1,301,495 1, 158,946 1,133,187
SAIF deposit insurance premium 89,990 155,901 143,199
Data processing expense 410,645 378,709 339,385
Provision for losses on foreclosed real estate - - 299,532
Other expense 1,775,122 1, 815,730 1,692,728
9,408,043 8, 644,958 8,252,840
Income before income t axes 3,349,851 4, 477,918 4,788,402
Income tax expense 1,374,220 1, 836,786 2,003,520
Net income before extr aordinary item 1,975,631 2, 641,132 2,784,882
Extraordinary item, gain on extinguishment of
debt, less income tax effect of $2 08,600 351,995 -- -
Net income $ 2,327,626 $2, 641,132 $ 2,784,882
Earnings per common and common equivalent s hare:
Basic earnings per common share:
Income before extraordinary item $ 081 $ 1.07 % 1.08
Extraordinary item, net of i ncome taxes 0.14 - -
Net income $ 095 $ 1.07 % 1.08
Diluted earnings per common share:
Income before extraordinary item $ 079 $ 1.04 1.03
Extraordinary item, net of i ncome taxes 0.14 - -
Net income $ 093 % 104 $ 1.03




First Midwest Financial, Inc. and Subsidiaries

Consolidated Statements of Changes in Shareholders' Equity
Years ended September 30, 2000, 1999 and 1998

Additional
Common Paid-in Retained
Stock Capital Earnings

Balance at September 30, 1997 $ 29,580 $20,984,754 $26,427,657
Comprehensive income:
Net income for the year
ended September 30, 1998 -
Net change in net unrealized
gains and losses on securitie s
available for sale, net of
reclassification adjustments
and tax effects - - --

- 2,784,882

Total comprehensive income
Purchase of 152,226 common

shares of treasury stock - - -
30,000 common shares committed to be

released under the ESOP - 454,460 -
Cash dividends declared on

common stock ($.48 per share) - - (1,226,725)
Purchase of 1,033 common shares upon

exercise of stock options -- -- -
Issuance of 7,600 common shares

from treasury stock due to exercise

of stock options -- (109,139) --

Balance, September 30, 1998 $ 29,580 $21,330,075 $27,985,814

Balance, September 30, 1998 $ 29,580 $21,330,075 $27,985,814
Comprehensive income:
Net income for the year
ended September 30, 1999 -- -- 2,641,132
Net change in net unrealized
gains and losses on securitie s
available for sale, net of
reclassification adjustments
and tax effects - - --
Total comprehensive income (loss)
Purchase of 79,647 common
shares of treasury stock - - -
30,000 common shares committed to be
released under the ESOP - 255,220 -
Amortization of management
recognition and retention plan
common shares and tax benefits of
restricted stock under the plans - 101,634 -
Cash dividends declared on
common stock ($.52 per share) - - (1,274,003)
Issuance of 23,051 common
shares from treasury stock due
to exercise of stock options - (222,026) -
Issuance of 10,424 common
shares from treasury stock for award
of stock under management recognition
and retention plans -- (158,966) --

Balance, September 30, 1999 $ 29,580 $21,305,937 $29,352,943

Accumulated Unearned
Other Employee
Comprehensive Stock
Income, Ownership
Net of Tax Plan Shares

$ 960,371  $(567,200)

- 200,000

$ 798,820  $(367,200)

$ 798,820  $(367,200)

(3,319,453) -

- 200,000

$(2,520,633)  $(167,200)




Balance at September 30, 1997
Comprehensive income:
Net income for the year
ended September 30, 1998
Net change in net unrealized
gains and losses on securitie
available for sale, net of
reclassification adjustments
and tax effects

Total comprehensive income

Purchase of 152,226 common
shares of treasury stock
30,000 common shares committed to be
released under the ESOP
Cash dividends declared on
common stock ($.48 per share)
Purchase of 1,033 common shares upon
exercise of stock options
Issuance of 7,600 common shares
from treasury stock due to exercise
of stock options

Balance, September 30, 1998

Balance, September 30, 1998
Comprehensive income:
Net income for the year
ended September 30, 1999
Net change in net unrealized
gains and losses on securitie
available for sale, net of
reclassification adjustments
and tax effects

Total comprehensive income (loss)
Purchase of 79,647 common
shares of treasury stock
30,000 common shares committed to be
released under the ESOP
Amortization of management
recognition and retention plan
common shares and tax benefits of
restricted stock under the plans
Cash dividends declared on
common stock ($.52 per share)
Issuance of 23,051 common
shares from treasury stock due
to exercise of stock options
Issuance of 10,424 common
shares from treasury stock for award
of stock under management recognition
and retention plans

Balance, September 30, 1999

Total
Treasury  Shareholders'
Stock Equity

$(4,358,158) $ 43,477,004

-- 2,784,882

- (161,551)

2,623,331

(3,271,203)  (3,271,203)

- 654,460
—~  (1,226,725)

(21,972) (21,972)

159,807 50,668

$(7,491,526) $ 42,285,563

$(7,491,526) $ 42,285,563

-- 2,641,132

—~  (3,319,453)
(678,321)
(1,289,186)  (1,289,186)

-- 455,220

-- 101,634

(1,274,003)

391,867 169,841

158,966 -

$(8,229,879) $39,770,748




First Midwest Financial, Inc. and Subsidiaries

Consolidated Statements of Changes in Shareholders'
(cont.)
Years ended September 30, 2000, 1999 and 1998

Balance, September 30, 1999
Comprehensive income:
Net income for the year
ended September 30, 2000
Net change in net unrealized
gains and losses on securitie
available for sale, net of
reclassification adjustments
and tax effects
Total comprehensive income
Purchase of 129,999 common
shares of treasury stock
ESOP stock released for allocation
Issuance of 54,500 common shares
from treasury stock due to exercise
of stock options
Cash dividends declared on
common stock ($.52 per share)
Amortization of management
recognition and retention plan
common shares and tax benefits of
restricted stock under the plans

Balance, September 30, 2000

Balance, September 30, 1999
Comprehensive income:

Net income for the year
ended September 30, 2000

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

Total comprehensive income
Purchase of 129,999 common
shares of treasury stock
ESOP stock released for allocation
Issuance of 54,500 common shares
from treasury stock due to exercise
of stock options
Cash dividends declared on
common stock ($.52 per share)
Amortization of management
recognition and retention plan
common shares and tax benefits of
restricted stock under the plans
Balance, September 30, 2000

See Notes to Consolidated Financial Statements.

Equity
Accumulated Unearned
Other Employee
Additional Comprehensive Stock
Common Paid-in Retained Income, Ownership
Stock Capital Earnings Net of Tax Plan Shares
$ 29,580 $21,305937 $29,352,943 $(2,520,633) $(167,200)
- - 2,327,626 - -
s
- - - (33,258) -
- 103,664 - - 167,200
- (467,372) - - -
- - (1,276,183) - -
- 33,878 - - -
$ 29,580 $20,976,107 $ 30,404,386 $(2,553,891) $ -
Total
Treasury  Shareholders'
Stock Equity
$(8,229,879) $39,770,748
- 2,327,626
s
- (33,258)
2,294,368
(1,478,508) (1,478,508)
- 270,864
887,290 419,918
- (1,276,183)
- 33,878
$(8,821,097) $ 40,035,085
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First Midwest Financial, Inc. and Subsidiaries

Consolidated Statements of Cash Flows
Years Ended September 30, 2000, 1999 and 1998

2000 1999 1998

CASH FLOWS FROM OPERATING ACTIVITIES

Net income $ 2,327,626 $ 2,641,132 $ 2,784,882
Adjustments to reconcile net income to
net cash provided by operating activities :
Depreciation, amortization and accretion, net 1,522,239 1,757,207 973,454
Provision for loan losses 1,640,000 1,992,000 1,662,472
Provision for losses on foreclosed real e state - - 299,532
Gain on transfer of FHLB advances (560,595) - -
(Gain) loss on sales of securities
available for sale, net 1,020,885 (331,611) (398,903)
Proceeds from the sales of loans held for sale 1,435,581 7,403,780 5,613,115
Originations of loans held for sale (1,435,581) (7,403,780) (5,613,115)
(Gain) loss on sales of foreclosed real e state, net 12,033 (16,513) 33,034
Net change in:
Accrued interest receivable (170,695) (77,627) 397,502
Other assets (505,918) 113,315 46,622
Accrued interest payable 130,976 40,624 (231,005)
Accrued expenses and other liabilities 445,250 360,857 (152,159)
Net cash prov ided by operating activities 5,861,801 6,479,384 5,415,431
CASH FLOWS FROM INVESTING ACTIVITIES
Net change in interest-bearing deposits
in other financial institution s -- - 200,000
Purchase of securities available for sale (515,0000 (1 25,354,705)  (89,877,636)
Proceeds from sales of securities available f or sale 20,275,060 24,791,295 18,280,412
Proceeds from maturities and principal repaym ent
of securities available for sa le 9,822,708 37,255,192 67,062,074
Loans purchased (55,565,541) ( 77,329,717)  (36,947,582)
Net change in loans 31,437,629 42,151,758 18,415,456
Proceeds from sales of foreclosed real estate 498,316 1,357,430 440,401
Purchase of FHLB stock (201,800) (2,620,000) (447,700)
Proceeds from redemption of FHLB stock -- - 571,200
Purchase of premises and equipment (1,770,906) (1,110,859) (227,895)
Net cash prov ided by (used in)
investi ng activities 3,980,466 1 00,859,606)  (22,531,270)



Consolidated Statements of Cash Flows (cont.)
Years Ended September 30, 2000, 1999 and 1998

CASH FLOWS FROM FINANCING ACTIVITIES

Net change in noninterest-bearing demand, sav
NOW and money market demand deposits

Net change in time deposits

Proceeds from advances from FHLB

Repayments of advances from FHLB

Net change in securities sold under
agreements to repurchase

Net change in other borrowings

Net change in advances from borrowers for
taxes and insurance

Cash dividends paid

Proceeds from exercise of stock options

Purchase of treasury stock

Net cash prov
financi

Net change in

CASH AND CASH EQUIVALENTS
Beginning of year

End of year

SUPPLEMENTAL DISCLOSURE OF CASH FLOW
INFORMATION
Cash paid during the year for:
Interest
Income taxes

SUPPLEMENTAL SCHEDULE OF NONCASH
INVESTING ACTIVITIES
Loans transferred to foreclosed real estate

See Notes to Consolidated Financial Statements.

2000

ings,
$ (2,134,430) $ 1
16,008,230
789,920,595 27
(810,969,620) (20

1,234,014 (
38,921

(1,276,183)  (
363,335

(1,478,509)  (

ided by (used in)
ng activities (8,293,647) 9

cash and cash equivalents 1,548,620

5,373,911

$ 24,447,386 $ 2
2,038,500

$ 812581 $
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7,956,774 $ 7,316,146
2,964,995 30,426,308
8,950,000 198,850,000
2,865,491)  (221,012,663)

1,053,616) 2,274,567
(550,000)  (2,350,000)

17,375 (44,269)
1,274,003)  (1,226,725)
169,841 28,696

1,289,186)  (3,271,203)

1,353,533)  (6,124,982)

6,727,444 12,852,426

5373911 $ 6,727,444

2,135,256  $ 19,460,958
1,919,389 1,795,805

420,501 $ 1,679,984



First Midwest Financial, Inc. and Subsidiaries
Notes to Consolidated Financial Statements
Note 1. Summary of Significant Accounting Policies

Principles of Consolidation: The consolidated ficiahstatements include the accounts of First Mighvénancial, Inc., a bank holding
company located in Storm Lake, lowa, (the "Compauayitl its wholly-owned subsidiaries which includesEFederal Savings Bank of the
Midwest, a federally chartered savings bank whasegry regulator is the Office of Thrift Supervigio(the "Bank" or "First Federal"),
Security State Bank, a state chartered commeraigd bvhose primary regulator is the Federal Res€t8ecurity"), First Services Financial
Limited, which offers brokerage services and nasuied investment products and Brookings Servicg@ation. All significant
intercompany balances and transactions have bearimaied.

Nature of Business, Concentration of Credit Ristt Brdustry Segment Information: The primary sowtacome for the Company is tl
purchase or origination of consumer, commerciaiicagiural commercial real estate, and resideméal estate loans. See Note 4 for a
discussion of concentrations of credit risk. TherPany accepts deposits from customers in the nacmake of business primarily in
northwest and central lowa and eastern South Dakbe Company operates primrily in the banking stduwhich accounts for more than
90% of its revenues, operating income and assdige\tie Company's management monitors the revetnaams of the various Company
products and services, operations are managedrarttial performance is evaluated on a Company-Wwiadgs. Accordingly, all of the
Company's banking operations are considered by geanant to be aggregated in one reportable opers¢igignent.

Assets held in trust or fiduciary capacity are awdets of the Company and, accordingly, are naided in the accompanying consolidated
financial statements. At September 30, 2000 an®,198st assets totaled approximately $14,473,0@0$4.4,405,000, respectively.

Use of Estimates in Preparing Financial Statem@iits:preparation of financial statements in conforwith generally accepted accounting
principles requires management to make estimaggassumptions that affect the reported amountss#ta, liabilities and disclosure of
contingent assets and liabilities at the date effittencial statements and the reported amoumsvehue and expenses during the reporting
period. Actual results could differ from those psites.

Certain Significant Estimates: The allowance fa@ridosses, fair values of securities and othenfifa instruments, and stock-based
compensation expense, involve certain significatineates made by management. These estimatesvaeeed by management routinely &
it is reasonably possible that circumstances tkiat at September 30, 2000 may change in the mearfuture and that the effect could be
material to the consolidated financial statements.

Cash and Cash Equivalents: For purposes of regaztish flows, cash and cash equivalents is defmattlude the Company's cash on hand
and due from financial institutions and short-ténterest-bearing deposits in other financial ingittns. The Company reports net cash flows
for customer loan transactions, deposit transastilmmger term interest-bearing deposits in othrericial institutions, and short-term
borrowings with maturities of 90 days or less.

Securities: The Company classifies all securiteaailable for sale. Available for sale securities those the Company may decide to sell if
needed for liquidity, asset-liability managemenbtrer reasons. Available for sale securities eperted at fair value, with net unrealized
gains and losses reported as other comprehensiem@or loss and as a separate component of shdeesi@quity, net 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 gigiethod, is included in earnings.

Loans Held For Sale: Mortgage loans originatediatehded for sale in the secondary market areazhat the lower of cost or estimated
market value in the aggregate. Net unrealized $oaserecognized in a valuation allowance by clargéncome.

Loans Receivable: Loans receivable that managehasnthe intent and ability to hold for the fored#eduture or until maturity or pagtf are
reported at their outstanding principal balancesiced by the
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allowance for loan losses, and any deferred feessts on originated loans and unamortized premiunasscounts on purchased loans.

Premiums or discounts on purchased loans are a®dtid income using the level yield method overrémaining 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 cade taccrual of interest is discontinued. Interesbime is subsequently recognized only to the
extent that cash payments are received until, inagement's judgment, the borrower has the abditpake contractual interest and principal
payments, in which case the loan is returned touatstatus.

Loan Origination Fees, Commitment Fees, and Relatesis: Loan fees and certain direct loan origamatiosts are deferred, and the net fe
cost is recognized as an adjustment to interestiiecusing the interest method.

Allowance for Loan Losses: Because some loans raapenrepaid in full, an allowance for loan losisesecorded. The allowance for loan
losses is increased by a provision for loan loskasged to expense and decreased by charge- effef(recoveries). Estimating the risk of
loss and the amount of loss on any loan is nedgssabjective. Management's periodic evaluationhef adequacy of the allowance is based
on the Company's past loan loss experience, knodrirdnerent risks in the portfolio, adverse sitoasi that may affect the borrower's ability
to repay, the estimated value of any underlyingatelal, and current economic conditions. While aggment may periodically allocate
portions of the allowance for specific problem |&tuations, the whole allowance is available foy bban charge-offs that occur.

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. &tmn 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 lassesjuire 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 residéritiat 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 ingtiigl 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: acquired through, or indfe loan foreclosure are initially recorded at falue at the date of acquisition,
establishing a new cost basis. Any reduction tovaiue from the carrying value of the related l@athe time of acquisition is accounted for
as a loan loss and charged against the allowamndedo losses. Valuations are periodically perfairbg management and valuation
allowances are adjusted through a charge to indonmehanges in fair value or estimated selling sost

Income Taxes: The Company records income tax expessed on the amount of taxes due on its taxretus deferred taxes computed
based on the expected future tax consequencempbtary differences between the carrying amountstax bases of assets and liabilities,
using enacted tax rates. A valuation allowanceedded, reduces deferred tax assets to the amquettted to be realized.

Premises and Equipment: Land is carried at costdiBgs, furniture, fixtures and equipment are iErat cost, less accumulated depreciation
and amortization computed principally by using straight-line method over the estimated usefulligéthe assets ranging from 3 to 40
years. These assets are reviewed for impairmergrutatement of Financial Accounting Standards (§F%0. 121 when events indicate
carrying amount may not be recoverable.

Employee Stock Ownership Plan: The Company accdantts employee stock ownership plan (ESOP) icoagance with AICPA Stateme
of Position (SOP) 93-6. Under SOP 93-6, the cost of
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First Midwest Financial, Inc. and Subsidiaries

shares issued to the ESOP, but not yet allocatpdrt@ipants, are presented in the consolidatéghba sheets as a reduction of shareholders
equity. Compensation expense is recorded basdaeamarket price of the shares as they are comniiitbd released for allocation to
participant accounts. The difference between thiketgrice and the cost of shares committed teebEased is recorded as an adjustment to
additional paid-in capital. Dividends on allocate8OP shares are recorded as a reduction of retaarathgs. Dividends on unearned shares
are used to reduce the accrued interest and paineipount of the ESOP's loan payable to the Company

Financial Instruments with Off-Balan&heet Risk: The Company, in the normal course sinass, makes commitments to make loans w
are not reflected in the consolidated financialesteents. A summary of these commitments is disdlas&lote 15.

Intangible Assets: Goodwill arising from the acdfig® of subsidiary banks is amortized over |5 weasing the straight-line method. As of
September 30, 2000 and 1999, unamortized gooadwdlled $3,767,951 and $4,132,883, respectively. himation expense was $364,932,
$364,932 and $364,932 for each of the years endpteiber 30, 2000, 1999 and 1998, respectively.

Securities Sold Under Agreements to RepurchaseCBmepany enters into sales of securities undereaggats to repurchase with primary
dealers only, which provide for the repurchasenefdame security. Securities sold under agreernepisrchase identical securities are
collateralized by assets which are held in safelkgep the name of the Bank or Security by the éiealvho arranged the transaction.
Securities sold under agreements to repurchageeated as financings and the obligations to rdpase such securities are reflected as a
liability. The securities underlying the agreemeawit®ain in the asset accounts of the Company.

Earnings Per Common Share: Basic earnings per consimere is based on the net income divided by #ighted average number of
common shares outstanding during the period. ESfafres are considered outstanding for earningsqremmn share calculations as they are
committed to be released; unearned ESOP sharestacensidered outstanding. Management recogrétimhretention plan (MRRP) shares
are considered outstanding for basic earnings@anwn share calculations as they become vesteateDikarnings per common share sh
the dilutive effect of additional potential commsimares issuable under stock options and nonveséedssissued under management
recognition and retention plans.

Comprehensive Income: Comprehensive income coriistst income and other comprehensive income. IQiti@prehensive income
includes the net change in net unrealized gaindassgs on securities available for sale, netdassification adjustments and tax effects,
is also recognized as a separate component ofteiidess’ equity.

Stock Compensation: Expense for employee compemsatider stock option plans is based on AccourRirigciples Board (APB) Opinion
25, with expense reported only if options are ggdritelow market price at grant date. Disclosurasetfncome and earnings per share are
provided as if the fair value method of SFAS No3 W&re used for stock-based compensation.

New Accounting Pronouncements: SFAS No. 133 orvdavies will, beginning with the quarter ended Daber 31, 2000, require ¢
derivatives to be recorded at fair value in thebeé sheet, with changes in fair value run thrangbme. If derivatives are documented and
effective as hedges, the change in the derivativesélue will be offset by an equal change inféievalue of the hedged item. The adoption
of SFAS No. 133 is not expected to have a matenipact on the results of operations or financialdibon of the Company.

SFAS No. 140 "Accounting for Transfers and Sengaifi Financial Assets and Extinguishments of Liéib#" was issued in September 20
and replaces SFAS No. 125 of the same title. SFASIMO revises the standards for accounting farr#érations and other transfers of
financial assets and collateral and requires ¢ediiclosures, but it carries over most of SFAS N&h's provisions without reconsideration.
The adoption of SFAS No. 140 is not expected terammaterial impact on the results of operatiorfinancial condition of the Company.
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Earnings Per Common Share Note 2.

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

2000 1999 1998
Basic earnings per common share:
Numerator:
Net income before extraordinary item $1,975,631 $2,641,132 $ 2,784,882
Extraordinary item, gain on extinguis hment
of debt, less income tax effect of $208,600 351,995 -- --
Net Incom e $2,327,626  $2,641,132 $ 2,784,882
Denominator, weighted average common
shares outstanding 2,464,829 2,510,494 2,646,105
Less weighted average unallocated
ESOP shares (11,535) (41,327) (71,327)
Weighted average common shares
outstanding for basic earnings per
common share 2,453,294 2,469,167 2,574,778
Basic earnings per common share:
Earnings per common share before
extraordinary item $ 081 $ 1.07 $ 108
Extraordinary item per common share 0.14 -- --
Earnings per c ommonshare $ 095 $ 1.07 $ 108
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Earnings Per Common Share (cont.)

2000 1999 1998
Diluted earnings per common share:
Numerator:
Net income before extraordinary ite m $1,975,631 $2,641,132 $2,784,882
Extraordinary item, gain on extingu ishment
of debt, less income tax effe ct of $208,600 351,995 -- -
Net income $2,327,626  $2,641,132 $2,784,882
Denominator, weighted average common
shares outstanding for basic earnings
per common share 2,453,294 2,469,167 2,574,778
Add dilutive effects of assumed exercises
of stock options and average nonveste d
MRRP shares, net of tax benefits 40,661 79,681 127,862
Weighted average common and dilutive potential
common shares outstanding 2,493,955 2,548,848 2,702,640
Diluted earnings per common share:
Diluted earnings per common share bef ore
extraordinary item $ 079 $ 1.04 $ 1.03
Diluted extraordinary item per common share 0.14 - -
Diluted earnings per
common share $ 093 $ 1.04 $ 1.03

Stock options totaling 171,096 shares were notidensd in computing diluted earnings per commonesfiar the year ended September 30,
2000, because they were not dilutive.

During the year ended September 30, 2000, the Caoyrgequired approximately 5.1% (129,999 sharefsdfeginning of year outstanding
common shares under its common stock repurchagegmmo This repurchase will affect the Company'sreiearnings per common share
computations by reducing amounts available for shvent and weighted average shares outstanding.
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Securities Note 3.

Year end securities available for sale were asvial

Gross Gross
Amortized Unrealized Unrealized Fair
2000 Cost Gains Losses Value
Debt securities:
Trust preferred $2 7,159,373 $ 6,410 $ (1,244,923) 25,920,860
Obligations of states and
political subdivisions 1,199,591 24,016 (8,850) 1,214,757
U.S. Government and federal agencies 6,959,412 - (579,462) 16,379,950
Mortgage-backed securities 10 4,795,500 408,115 (2,666,055) 102,537,560
15 0,113,876 438,541 (4,499,290) 146,053,127
Marketable equity securities 1,434,043 280,511 (288,750) 1,425,804
$15 1,547,919 $ 719,052 $ (4,788,040) $ 147,478,931
Gross Gross
Amortized Unrealized Unrealized Fair
1999 Cost Gains Losses Value
Debt securities:
Trust preferred $2 7,148,725 $ 34,696 $ (476,743) 26,706,678
Obligations of states and
political subdivisions 1,360,307 37,368 (10,830) 1,386,845
U.S. Government and federal agencies 5,922,716 - (430,409) 15,492,307
Mortgage-backed securities 13 6,600,215 425,464 (3,596,526) 133,429,153
18 1,031,963 497,528 (4,514,508) 177,014,983
Marketable equity securities 1,471,705 302,168 (299,826) 1,474,047
$18 2,503,668 $ 799,696 $ (4,814,334) $ 178,489,030

The amortized cost and fair value of debt securitie contractual maturity are shown below. Cersaicurities have call features which allow
the issuer to call the security prior to maturlixpected maturities may differ from contractual mnigies in mortgage-backed securities
because borrowers may have the right to call guayr@bligations with or without call or prepaymeetalties. Therefore these securities are
not included in the maturity categories in thedaling maturity summary.

Amort ized Fair
September 30, 2000 Cost Value
Due in one year or less $ 210 ,000 $ 211,010
Due after one year through five years 664 ,591 685,359
Due after five years through ten years 16,284 412 15,719,747
Due after ten years 28,159 373 26,899,451

45,318 ,376 43,515,567
Mortgage-backed securities 104,795 ,500 102,537,560

$150,113 ,876  $146,053,127
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Activities related to the sale of securities avalgefor sale are summarized below. Included in ggans (losses) on sales in 2000 is an
impairment loss of approximately $142,000.

2000 1999 1998
Proceeds from sales $ 20,275,060 $ 24,791,295 $ 18,280,412
Gross gains on sales - 331,611 398,903
Gross (losses) on sales (878,679) - -
Note 4. Loans Receivable, Net
Year end loans receivable were as follows:
2000 1999
One to four family residential mortgage loans:
Insured by FHA or guaranteed by VA $ 127,377 $ 107,610
Conventional 105,574,680 110,209,779
Construction 31,301,308 28,379,330
Commercial and multi-family real estate loans 103,595,098 85,793,177
Agricultural real estate loans 10,894,866 9,873,850
Commercial business loans 29,331,875 29,941,661
Agricultural business loans 26,810,047 29,284,440
Consumer loans 26,483,135 23,425,672
334,118,386 317,015,519
Less:
Allowance for loan losses (3,589,873) (3,092,628)
Undistributed portion of loans in pro cess (5,424,794) (10,494,446)
Net deferred loan origination fees (401,090) (349,945)

$ 324,702,629  $ 303,078,500

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

2 000 1999 1998
Beginning balance $ 3,09 2,628 $2,908,902 $2,379,091
Provision for loan losses 1,64 0,000 1,992,000 1,662,472
Recoveries 12 6,887 58,240 33,635
Charge-offs (1,26 9,642) (1,866,514) (1,166,296)
Ending balance $ 3,58 9,873 $3,092,628  $ 2,908,902

Virtually all of the Company's originated loans &wdowa and South Dakota-based individuals an@dmiggtions. The Company's purchased
loans totaled approximately $136,798,000 at Septerd®, 2000 and were secured by properties located percentage of total loans, as
follows: 13% in Washington, 5% in North Carolind4n Minnesota, 4% in lowa, 3% in Wisconsin, 2¥%Siouth Dakota, 2% in New Mexic
2% in Arizona and the remaining 6% in 17 otherestaThe Company's purchased loans totaled appreiin®125,475,000 at September 30,
1999 and were secured by properties located, ascamtage of total loans, as follows: 12% in Wagtun, 6% in North Carolina, 5% in
Minnesota, 3% in lowa, 2% in
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Wisconsin, 2% in New Mexico, 2% in South Dakota, 2eblebraska and the remaining 6% in 20 other state

The Company originates and purchases commerciaéstste loans. These loans are considered by rearead to be of somewhat greater
risk of uncollectibility due to the dependency andme production. The Company's commercial reakesbans include approximately
$18,333,000 and $9,848,000 of loans secured by patperties and $17,216,000 and $13,022,000 afds@cured by assisted living facilit
at September 30, 2000 and 1999, respectively. &imainder of the commercial real estate portfolidiversified by industry. The Company's
policy for requiring collateral and guarantees @anvith the creditworthiness of each borrower.

The amount of restructured and related party l@anaf September 30, 2000 and 1999 were not signifidhe amount of nonaccruing loans
as of September 30, 2000 and 1999 were approxiy®34dl1,000 and $2,239,000, respectively.

Impaired loans were as follows:

2000 1999
Year-end loans with no allowance for loan losses al located $ - $ 109,461
Year-end loans with allowance for loan losses alloc ated 5,693,460 4,019,156
Amount of the allowance allocated 734,237 438,452
Average of impaired loans during the year 3,954,277 3,188,310
Interest income recognized during impairment 374,205 206,778
Cash basis interest income recognized - -
Foreclosed Real Estate Note 5.
Year end foreclosed real estate was as follows:
2000 1999
Foreclosed real estate $445,133  $142,901
Less allowance for foreclosed real estate losses -- -
$445,133  $142,901

Activity in the allowance for foreclosed real estiisses for the years ended September 30 watiasgsio

2000 1999 1998
Balance, beginning of period $ - $299532 $ -
Provision for losses on foreclosed re al estate
- 299,532
Less losses charged against allowance - (299,532) --
Balance, end of period $ - $ - $299,532
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Note 6. Loan Servicing

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

2000 1999
Mortgage loan portfolios serviced for FNMA $5,695,000 $4,941,000
Other 16,096,000 11,040,000

$21,791,000  $15,981,000

Custodial escrow balances maintained in connegtitinthe foregoing loan servicing were approximat&12,000 and $97,000 at September
30, 2000 and 1999, respectively.

Note 7. Premises and Equipment, Net

Year end premises and equipment were as follows:

2000 1999
Land $ 1,782,970 $ 935,289
Buildings 5,214,003 4,858,210
Furniture, fixtures and equipment 3,430,664 2,969,748
1 0,427,637 8,763,247
Less accumulated depreciation ( 4,335,896) (3,993,191)
$ 6,091,741 $ 4,770,056

Depreciation of premises and equipment includestitupancy and equipment expense was approximatdy,$00, $390,000 and $355,000
for the years ended September 30, 2000, 1999 a9®| t&spectively.

Note 8. Deposits

Jumbo certificates of deposit in denominations 000 or more were approximately $31,214,000%24J533,000 at year end 2000 and
1999.

At September 30, 2000, the scheduled maturitiegdificates of deposit were as follows for therngeanded September 30:

2001 $ 132,313,120
2002 74,182,987
2003 23,190,190
2004 4,635,354
2005 5,410,227
Thereafter 372,322
$ 240,104,200
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Advances from Federal Home Loan Bank Note 9.

At September 30, 2000, advances from the FHLB & Bleines with fixed and variable rates ranging fré:26% to 7.82% (weighteaverag
rate of 5.78%) are required to be repaid in the gading September 30 as presented below. Cedasmnaes contain call features that allow
the FHLB to call for the prepayment of the borrogvjrior to maturity.

2001 $46,706,421
2002 11,921,408
2003 2,009,298
2004 115,509
2005 8,917,073
Thereafter 70,068,742

The Bank and Security have executed blanket pladgeements whereby the Bank and Security assaysfer and pledge to the FHLB and
grant to the FHLB a security interest in all prdgarow or hereafter owned. However, the Bank antl8gy have the right to use, commingle
and dispose of the collateral they have assignéliet&HLB. Under the agreements, the Bank and 8gceuust maintain "eligible collateral”
that has a "lending value" at least equal to tequired collateral amount,” all as defined by theeaments.

At year end 2000 and 1999, the Bank and Securltgatively pledged securities with amortized cosft$87,376,000 and $88,067,000 and
fair values of approximately $85,104,000 and $86,0@0 against specific FHLB advances. In additqralifying mortgage loans of
approximately $103,338,000 and $107,712,000 werdgald as collateral at year end 2000 and 1999.

During fiscal 2000, the Company recognized a gatialing $351,995, net of related income taxes herttansfer of $15,000,000 of FHLB
advances. The transfer of FHLB advances was iruoatipn with a restructuring of the balance shemtgin lower yielding securities were
sold with the proceeds reinvested in higher yigjdissets and used to repay borrowings.

Securities Sold Under Agreements to Repurchase Noi®.
Year end securities sold under agreements to repsectotaled $4,254,965 and $3,020,951 for 200a.886.

An analysis of securities sold under agreementsgarchase is as follows:

2000 1999
Highest month-end balance $4,920,423 $4,321,674
Average balance 3,460,390 3,299,584
Weighted average interest rate during the perio d 5.95% 5.38%
Weighted average interest rate at end of period 6.43% 5.28%

At year end 2000, securities sold under agreentemtpurchase had maturities ranging from 1 to d&tims with a weighted average maturity
of 15 months.

The Company pledged securities with amortized cafsépproximately $4,323,000 and $6,105,000 andvidues of approximately
$4,221,000 and $6,079,000, respectively, at yedi2600 and 1999 as collateral for securities salttuagreements to repurchase.
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Note 11. Employee Benefits

Employee Stock Ownership Plan (ESOP):

The Company maintains an ESOP for eligible emplsyeleo have 1,000 hours of employment with the Bamk who have attained age 21.
In 1993, the ESOP borrowed $1,534,100 from the Gommpo purchase 230,115 shares of the Company'siocamstock. Final payment of
this loan was received during the year ended SdyeB0, 2000. Shares purchased by the ESOP aréntgidpense for allocation among
participants as the loan is repaid. ESOP expen$2%J,864, $455,220 and $654,460 was recordedhéoyears ended September 30, 2000,
1999 and 1998, respectively. Contributions of $26@, $200,000 and $200,000 were made to the ES@Rgdhe years ended September
2000, 1999 and 1998, respectively.

Contributions to the ESOP and shares releaseddtmmense in an amount proportional to the repayofahe ESOP loan are allocated
among ESOP participants on the basis of compemsiithe year of allocation. Benefits generallydrae 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. Forfeitureseamléocated 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, 2000, 1999 &8j 25,080, 30,000 and 30,000 shares with an agdeagvalue of $10.80, $15.17 and
$21.82 per share, respectively, were committeceteeleased. Also for the years ended Septemb&080, 1999 and 1998, allocated shares
and total ESOP shares reflect 1,287, 23,275 arRb@Xshares, respectively, withdrawn from the ES@pdsticipants who are no longer with
the Company and 7,434, 4,735 and 2,742 sharegatbsgly, purchased for dividend reinvestment.

Year-end ESOP shares are as follows:

2000 1999 1998
Allocated shares 199,81 5 168,588 157,128
Unearned shares - - 25,080 55,080
Total ESOP shares 199,81 5 195%668 -_--"212,208
Fair value of unearned shar(;s_ _____ $ - $319,770  $950,130

Stock Options and Incentive Plans: Certain offi@erd directors of the Company have been grantadrgpto purchase common stock of the
Company pursuant to stock option plans.

SFAS No. 123, which became effective for stdidsed compensation during fiscal years beginnitey Blecember 15, 1995, requires profor
disclosures for companies that do not adopt itsviaiue accounting method for stock-based emplepeapensation for awards granted in the
first fiscal year beginning after December 15, 199dcordingly, the following proforma informationgsents net income and earnings per
share had the fair value method been used to neasurpensation cost for stock option plans. Theotse price of options granted is
equivalent to the market value of underlying statkhe grant date. Accordingly, no compensation was actually recognized for stock
options during 2000, 1999 or 1998.

The fair value of options granted during 2000, 19981 1998 is estimated using the following weidkagerage information: riskee interes
rate of 5.99%, 6.17% and 4.49%, expected life @fyéars, expected dividends of 5.30%, 4.00% an@2.per year and expected stock price
volatility of 22%, 22% and 20% per year.
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2000 1999 1998

Net income as reported $ 2,327,626 $ 2,641,132 $ 2,784,882
Proforma net income 2,287,501 2,569,635 2,689,596

Reported earnings per common and
common equivalent share:

Basic $ 0.95 $ 107 % 1.08
Diluted 0.93 1.04 1.03

Proforma earnings per common and
common equivalent share:

Basic $ 0.93 $ 104 3 1.04
Diluted 0.92 1.01 1.00

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

Stock option plans are used to reward directof&ess and employees and provide them with an adit equity interest. Options are issued

for 10 year periods, with 100% vesting generallguwdng either at grant date or 48 months aftengdate. At September 30, 2000, 95,364
shares were authorized for future grants. Inforomagibout option grants follows:

Weighted-
Number of Average
Options Exercise Price
Outstanding, September 30, 1997 325,298 $ 10.23
Granted 13,418 17.88
Exercised (7,600) 6.67
Forfeited -- -
Outstanding, September 30, 1998 331,116 10.62
Granted 26,335 13.00
Exercised (23,051) 7.37
Forfeited (9,000) 17.59
Outstanding, September 30, 1999 325,400 10.85
Granted 29,418 9.88
Exercised (54,500) 6.67
Forfeited -- -
Outstanding, September 30, 2000 300,318 $ 1151
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The weighted-average fair value per option for@migranted in 2000, 1999 and 1998 was $.66, $in8452.01. At September 30, 2000,
options outstanding were as follows:

Weighted-Average

Exercise Weighted-Av erage Remaining Life Number
Price Exercise Price (Years) of Options
$6.67 - $9.99 $ 7.19 4.17 156,640
$10.00 - $14.99 1 3.04 8.68 30,855
$15.00 - $19.99 1 6.80 6.43 102,383
$20.00 - $20.13 2 0.13 7.00 10,440

$1 151 5.50 300,318

Options exercisable at year end are as follows:

Weighted-
Number of Average
Options Exercise Price
1998 285,491 $9.54
1999 286,650 10.09
2000 270,443 11.17

Management recognition and retention plans: The iz granted 10,424, 7,191 and 106,428 (8,986 aftwiave been forfeited under
terms of the Plan due to termination of service¥sh of the Company's common stock on Septembdr989, May 23, 1994 and September
20, 1993, respectively, to certain officers of Bank pursuant to a management recognition andtieteplan (the "Plan™). The holders of the
restricted stock have all of the rights of a shaldér, except that they cannot sell, assign, pleddeansfer any of the restricted stock during
the restricted period. The stock granted in 199%eutthe Plan vests as follows: 5,212 shares vedtdck date of grant on September 30, 1999
and 5,212 shares vests on September 30, 20000Bsgvgranted restricted stock vests at a rat&®§ an each anniversary of the grant date.
Expense of $33,878, $101,634 and $0 was recordatidee plans for the years ended 2000, 1999 a®8. The remaining unamortized
unearned compensation value of the plans at Septedh 2000 and 1999 was $0 and $57,332, resphctive

Profit sharing plan: The Company has a profit sigaflan covering substantially all full-time empé®s. Contribution expense for the years
ended September 2000, 1999 and 1998, was $32%0@8d $0, respectively.

Note 12. Income Taxes

The Company, the Bank and its subsidiaries andrigéile a consolidated federal income tax retoma fiscal year basis. Prior to fiscal year
1997, if certain conditions were met in determiniagable "income” on the consolidated federal inedax return, the Bank was allowed a
special bad debt deduction based on a percentaggaifle income (8% for 1996) or on specified eigrere formulas. Tax legislation passed
in August 1996 now requires the Bank to deductavision for bad debts for tax purposes based amaldss experience and recapture the
excess bad debt reserve accumulated in tax yegisriig after September 30, 1987. The related amofuteferred tax liability which must
be recaptured is approximately $554,000 and iskjayaver a six-year period beginning with the teayended September 30, 1999.
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The provision for income taxes consists of:

Federal:
Current
Deferred
State:
Current
Deferred

Total income tax expen

2000 1999

1998

$1,644,608 $1,690,170 $2,012,84
(258,085) (90,137) (230,88

1,386,613 1,600,033 1,781,95

236,122 250,616 304,67
(39,915) (13,863) (83,11

196,207 236,753 221,56

se $1582820 $1,836,786 $2,003,52

Income tax expense includes $208,600 related #wraan an extraordinary item.

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

Income taxes at 34% federal tax rate
Increase (decrease) resulting from:

State income taxes - net of federal b

Excess of cost over net assets acquir

Excess of fair value of ESOP shares
released over cost

Other, net

Total income tax expen

Year end deferred tax assets and liabilities coons$is

Deferred tax assets:
Bad debts
Deferred loan fees
Net unrealized losses on securities a
Other items

Deferred tax liabilities:
Federal Home Loan Bank stock dividend
Accrual to cash basis
Premises and equipment
Other

Valuation allowance
Net deferred tax asset

2000 1999

19

$1,139,000 $1,522,000 $1,62

enefit 111,000 156,000 14
ed 124,000 124,000 12
35,000 87,000 15

(34,780) (52,214) (4

se $1,374220 $1,836,786 $2,00

2000 1999
$ 861,000 $ 570,000
44,000 65,000
vailable for sale 1,514,054 1,494,005
84,000 72,000
2,503,054 2,201,005
(452,000) (452,000)
(89,000) (133,000)
(72,000) (51,000)
(30,000) (74,000)
(643,000) (659,000)
s $1,860,054 $1,542,005
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Federal income tax laws provided savings banks adttitional bad debt deductions through Septembgt 387, totaling $6,744,000 for the
Bank. Accounting standards do not require a defaiar liability to be recorded on this amount, whi@bility otherwise would total
$2,300,000 at September 30, 2000 and 1999. If #nk Brere liquidated or otherwise ceases to be k baif tax laws were to change, the
$2,300,000 would be recorded as expense.

Note 13. Capital Requirements and Restrictions on &ained Earnings

The Company has two primary subsidiaries, FirseF@dand Security. First Federal and Security abjest to various regulatory capital
requirements. Failure to meet minimum capital regqaents can initiate certain mandatory or discnetig 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 areslbfect to qualitative judgments by the
regulators about components, risk weightings ahdrdactors.

Quantitative measures established by regulati@nsure capital adequacy require First Federal asdr8y to maintain minimum amounts
and ratios (set forth in the table below) of tatsk-based capital and Tier | capital (as defimethie regulations) to risk-weighted assets (as
defined), and a leverage ratio consisting of Tieapital (as defined) to average assets (as défirahagement believes, as of September 30,
2000, that First Federal and Security meet thetalgiequacy requirements.

First Federal's and Security's actual capital @gdired capital amounts and ratios are presentiewbe

Minimum
Requirement To Be
Minimum Requireme nt Well Capitalized Under
For Capital Adequa cy  Prompt Corrective
Actual Purposes Action Provisions
As of September 30, 1999: Amount Ratio Amount Ra tio Amount Ratio
(Dollars in thou sands)
Total capital (to risk-weighted asse ts):
First Federal $35,898 11.8% $24,291 8.0% $30,364 10.0%
Security 4,144 13.3 2,490 8.0 3,113 10.0
Tier 1 (Core) capital (to risk-weigh ted assets):
First Federal 32,541 10.7 12,146 4.0 18,218 6.0
Security 3,848 124 1,245 4.0 1,868 6.0
Tier 1 (Core) capital (to average to tal assets):
First Federal 32,541 7.1 18,423 4.0 23,028 5.0
Security 3,848 8.2 1,876 4.0 2,345 5.0
Tier 1 (Core) capital (to total asse ts),
First Federal 32,541 7.1 18,227 4.0 22,784 5.0
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Minimum
Requirement To Be

Minimum Requireme nt  Well Capitalized Under
For Capital Adequa cy Prompt Corrective
Actual Purposes Action Provisions
As of September 30, 1999: Amount Ratio Amount Ra tio Amount Ratio
(Dollars in thou sands)
Total capital (to risk-weighted assets):
First Federal $35,111 12.0% $23,470 8.0% $29,338 10.0%
Security 3,890 148 2,107 8.0 2634 10.0
Tier 1 (Core) capital (to risk-weighted assets):
First Federal 32,172 11.0 11,735 4.0 17,603 6.0
Security 3,670 13.9 1,053 4.0 1,580 6.0
Tier 1 (Core) capital (to average total assets):
First Federal 32,172 7.3 17,602 4.0 22,002 5.0
Security 3,670 9.4 1,563 4.0 1,954 5.0
Tier 1 (Core) capital (to total assets),
First Federal 32,172 7.0 1,857 4.0 23,134 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 greatesbfléx being afforded to well-capitalized

(Tier

1) institutions. First Federal and Security areeuntly Tier 1 institutions. Accordingly, First Fedéand Security can make, without prior
regulatory approval, distributions during a calengzar up to 100% of their retained net incometli@rcalendar year-to-date plus retained net
income for the previous two calendar years (legsdividends previously paid) as long as they remaéti-capitalized, as defined in prompt
corrective action regulations, following the progdglistribution. Accordingly, at September 30, 20@@proximately $317,000 of First
Federal's retained earnings and none of Securitidsed earnings were potentially available fatribution to the Company.

Commitments and Contingencies Note 14.

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

At September 30, 2000 and 1999, loan commitmergsoapnated $14,810,000 and $33,212,000, respegtiegtluding undisbursed portio

of loans in process. Loan commitments at Septe®®e2000 included commitments to originate fixetkdaans with interest rates ranging
from 8% to 8.875% totaling $530,000 and adjustaate-loan commitments with interest rates rangingnf6.25% to 19% totaling
$13,280,000. The Company also had commitmentsrichpse adjustable rate loans of $1,000,000 witrést rates of 11.25%. Loan
commitments at September 30, 1999 included commitsrte originate fixed-rate loans with interesesatanging from 6.875% to 8.75%
totaling $865,000 and adjustable-rate loan commitsith interest rates ranging from 7.75% to 1®2btaling $18,391,000. The Company
also had commitments to purchase adjustable rateslof $7,056,000 with interest rates ranging ffo&©% to 9.25%, and commitments to
purchase $6,900,000 in fixed rate loans with irsterates ranging from 7.375% to 7.50% as of yedrl®99. Commitments, which are
disbursed subject to certain limitations, extendroxarious periods of time. Generally, unused caimments are canceled upon expiration of
the commitment term as outlined in each indivicraitract.
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The exposure to credit loss in the event of nomparance by other parties to financial instrumeatscbmmitments to extend credit is
represented by the contractual amount of thoseuim&nts. The same credit policies and collateg@lirements are used in making
commitments and conditional obligations as are tisedn-balance-sheet instruments.

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

Securities with amortized costs of approximatel$,$20,000 and $11,958,000 and fair values of apmrabely $10,831,000 and $11,767,000
at September 30, 2000 and 1999, respectively, pletdged as collateral for public funds on deposit.

Securities with amortized costs of approximatelyl$6,000 and $5,813,000 and fair values of appratety $6,096,000 and $5,865,000 at
September 30, 2000 and 1999, respectively, wedgptkas collateral for individual, trust and estposits.

Under employment agreements with certain executfieers, certain events leading to separation ftbenCompany could result in cash
payments totaling approximately $2,519,000 as pt&aber 30, 2000.

The Company and its subsidiaries are subject taiceclaims and legal actions arising in the ordiraurse 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:

2000 1999 1998
Net change in net unrealized gains and
losses on securities available for sa le:
Unrealized gains (losses) arising dur ing the year $(1,075,235) $(4,956,19 3) $143,685
Reclassification adjustment for (gain s)
losses included in net income 1,020,885 (331,61 1) (398,903)
Net change in unrealized gains and
losses on securities available for sale (54,350) (5,287,80 4)  (255,218)
Tax effects 21,092 1,968,35 1 93,667
Other comprehensive incom e (loss) $ (33,258) $(3,319,45 3)  $(161,551)

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 of $52,600 plegp#yment of the property taxes, normal maintenandeinsurance on the property.

The total minimum rental commitment at September2B00, under the leases is as follows:

2001 $ 52,600

2002 52,600

2003 52,600

2004 46,600

2005 46,600

Thereafter 172,550
$ 423,550
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Note 17. Parent Company Financial Statements

Presented below are condensed financial staterfmrttse parent company, First Midwest Financiat. In

Condensed Balance Sheets
September 30, 2000 and 1999

ASSETS
Cash and cash equivale
Securities available f
Investment in subsidia
Loan receivable from E
Loan receivable
Other assets

Total

LIABILITIES AND SHAREHOLDERS' EQUITY

LIABILITIES
Loan payable to subsid
Accrued expenses and o

Total |

SHAREHOLDERS' EQUITY
Common stock
Additional paid-in cap
Retained earnings, sub
Accumulated other comp
Unearned employee stoc
Treasury stock, at cos

Total s

Total |

2000
nts $ 72,23
or sale 3,380,49
ry banks 38,702,33
SOP -

325,17

211,07
assets $42,691,32
iary banks $ 2,550,00
ther liabilities 106,23
iabilities 2,656,23

29,58

ital 20,976,10
stantially restricted 30,404,38
rehensive income (2,553,89
k ownership plan shares -
t (8,821,09
hareholders' equity 40,035,08
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$ 435,866

3,546,100

38,373,373
167,200

272,713

$ 2,750,000
274,504

29,580
21,305,937
29,352,943
(2,520,633)
(167,200)
(8,229,879)



First Midwest Financial, Inc. and Subsidiaries

Condensed Statements of Income
Years Ended September 30, 2000, 1999 and 1998

2000 199 9 1998
Dividend income from subsidiary banks $2,525,000 $2,350 ,000  $2,000,000
Interest income 280,351 297 447 272,260
Gain (loss) on sales of securities available
for sale, net (37,206) 62 ,466 317,960
2,768,145 2,709 ,913 2,590,220
Interest expense 205,863 210 444 72,581
Operation expenses 388,023 405 ,076 354,945
593,886 615 ,520 427,526
Income before incom e taxes and
equit y in undistributed net
incom e of subsidiaries 2,174,259 2,094 ,393 2,162,694
Income tax expense (benefit) (142,000) (106 ,000) 50,000
Income before equit yin
undis tributed net income of
subsi diaries 2,316,259 2,200 ,393 2,112,694
Equity in undistributed net income
of subsidiary banks 11,367 440 , 739 672,188
Net income $2,327,626 $2,641 132 $2,784,882
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Condensed Statements of Cash Flows
Years Ended September 30, 2000, 1999 and 1998

2000 1999 1998
CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 2,327,626 $2,641,132 $2,784,882
Adjustments to reconcile net income t o net cash
from operating activit ies:
Equity in undistribute d net income of
subsidia ry banks (11,367) (440,739) (672,188)
Amortization of recogn ition and retention plan 33,878 101,634 -
Gain on sales of secur ities available for sale, net 37,206 (62,466) (317,960)
Change in other assets (9,817) (38,470) 174,711
Change in accrued expe nses and other liabilities 7,771 94,617 142,705
Net cash provided by o perating activities 2,385,297 2,295,708 2,112,150
CASH FLOWS FROM INVESTING ACTIVITIES
Repayment of securities 5,409 -- --
Purchase of securities available for sale (500,000) (1,626,721)  (5,150,000)
Proceeds from sales of securities ava ilable for sale 495,000 2,155,709 2,195,509
Loans purchased (325,179) -- --
Repayments on loan receivable from ES OoP 167,200 200,000 200,000
Net cash provided by ( used in) investment
activiti es (157,570) 728,988  (2,754,491)
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from loan payable to subsidi ary banks -- 1,150,000 4,550,000
Repayments on loan payable to subsidi ary banks (200,000) (1,450,000)  (1,500,000)
Cash dividends paid (1,276,183) (1,274,003)  (1,226,725)
Proceeds from exercise of stock optio ns 363,335 169,841 28,696
Purchase of treasury stock (1,478,509) (1,289,186)  (3,271,203)
Net cash (used in) fin ancing activities (2,591,357) (2,693,348)  (1,419,232)
Net change in cash and cash equivalents (363,630) 331,348 (2,061,573)
CASH AND CASH EQUIVALENTS
Beginning of year 435,866 104,518 2,166,091
End of year $ 72,236 $ 435866 $ 104,518
SUPPLEMENTAL DISCLOSURE OF CASH FLOW
INFORMATION
Cash paid during the year for interes t $ 209,447 $ 210,444 $ 72,581

The extent to which the Company may pay cash didde¢o shareholders will depend on the cash cuyraaailable at the Company, as well
as the ability of the subsidiary banks to pay divids to the Company (see Note 13).
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First Midwest Financial, Inc. and Subsidiaries

Note 18. Selected Quarterly Financial Data (Unaudéd)

Fiscal year 2000:
Total interest income
Total interest expense
Net interest income
Provision for loan losses
Net income before
extraordinary item
Extraordinary item
Net income
Earnings per common and common
equivalent share:
Basic:
Net income before
extraordinary item
Extraordinary item
Net income
Diluted:
Net income before
extraordinary item
Extraordinary item
Net income

Fiscal year 1999:

Total interest income

Total interest expense

Net interest income

Provision for loan losses

Net income

Earnings per common and common equivalent
share:
Basic
Diluted

Fiscal year 1998:

Total interest income

Total interest expense

Net interest income

Provision for loan losses

Net income

Earnings per common and common equivalent
share:
Basic
Diluted

Quarter Ended

ecember 31  March 31 June 30 September 3

$9,404,770 $9,545,028 $9,672,083 $9,788,14

5,911,477 5,991,817 6,264,173 6,410,89

3,493,293 3,553,211 3,407,910 3,377,24
325,000 270,000 400,000 645,00

764,680 760,747 2,055 448,14
- - 351,995 -
764,680 760,747 354,050 448,14

$ 031 $ 031 $ - $ 01
- - 0.15 -
0.31 0.31 0.15 0.1
0.30 0.30 - 0.1
- - 0.14 -
0.30 0.30 0.14 0.1

$8,761,124 $8,585,259 $8,842,903 $9,183,44

5,342,257 5,472,837 5,577,855 5,782,93

3,418,867 3,112,422 3,265,048 3,400,51
243,000 358,000 299,000 1,092,00
908,517 759,500 756,673 216,44

$ 037 $ 031 $ 031 $ 0.0
0.36 0.30 0.30 0.0

$7,894,734 $7,839,781 $7,996,291 $8,327,98

4,712,639 4,622,771 4,815,319 5,079,22

3,182,095 3,217,010 3,180,972 3,248,76
35,000 1,345,000 55,000 227,47
989,055 46,316 893,056 856,45

$ 038 $ 002 $ 035 $ 03
0.36 0.02 0.33 0.3
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Fair Values of Financial Instruments Note 19.

SFAS No. 107, "Disclosures About Fair Value of Ficial Instruments," requires that the Company disglestimated fair value amounts of
its financial instruments. It is management's lieliat the fair values presented below are readerzsed on the valuation techniques and
data available to the Company as of September() and 1999, as more fully described below. lusdhbe noted 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 Companiyiherent value is the subsidiary banks' capétbn and franchise value. Neither of these
components have been given consideration in treeptation of fair values below.

The following presents the carrying amount andhested fair value of the financial instruments hgydhe Company at September 30, 2000
and 1999. This information is presented solelycfampliance with SFAS No. 107 and is subject to geaover time based on a variety of

factors.

Selected assets:
Cash and cash equivalents
Securities available for sale
Loans receivable, net
FHLB stock
Accrued interest receivable

Selected liabilities:
Noninterest bearing demand
deposits
Savings, NOW and money market
demand deposits
Other time certificates of deposit

Total
Advances from FHLB

Securities sold under agreements
to repurchase

Advances from borrowers for taxes
and insurance

Accrued interest payable

Off-balance-sheet instruments, loan
commitments

2000

Carrying Estimated

Amount Fair Value
$ 6,922,531 $ 6,923,000 $
147,478,931 147,479,000 1
324,702,629 321,192,000 3
8,327,600 8,328,000
5,216,929 5,217,000
(6,040,991) (6,041,000)

(72,508,530)
(240,104,200)

(139,738,451)
(4,254,965)
(461,514)
(1,006,341)

(14,810,000)
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(72,509,000)  (
(239,698,000) (2

(137,078,000) (1

(4,250,000)

(462,000)
(1,006,000

1999
Carrying Estimated
Amount Fair Value

5,373,911 $ 5,374,000
78,489,030 178,489,000
03,078,500 302,980,000
8,125,800 8,126,000
5,046,234 5,046,000

(5.680,923)  (5,681,000)

75,003,028)  (75,003,000)
24,095,970)  (224,027,000)

04,779,921)  (304,711,000)

61,348,071)  (159,253,000)

(3,020,951)  (3,026,000)
(422,593) (423,000)

(875,365) (875,000)

33,212,000) --



First Midwest Financial, Inc. and Subsidiaries

The following sets forth the methods and assumptiged in determining the fair value estimatesferCompany's financial instruments at
September 30, 2000 and 1999.

Cash and Cash Equivalents: The carrying amouragt end short-term investments is assumed to aippaitxthe fair value.
Securities Available for Sale: Quoted market pricedealer quotes were used to determine the &irevof securities available for sale.

Loans Receivable, Net: The fair value of loans inatde, net was estimated by discounting the futaigh flows using the current rates at
which similar loans would be made to borrowers wgithilar credit ratings and for similar remainingturities. When using the discounting
method to determine fair value, loans were gathbyeldomogeneous groups with similar terms and ¢aomd and discounted at a target rate
at which similar loans would be made to borrowersfaSeptember 30, 2000 and 1999. In addition, vdoemputing the estimated fair value
for all loans, allowances for loan losses have lsedatracted from the calculated fair value for édesation of credit issues.

FHLB Stock: The fair value of such stock approxiezabook value since the Company is able to redbenstiock with the Federal Home
Loan Bank at par value.

Accrued Interest Receivable: The carrying amourataafued interest receivable is assumed to appedgithe fair value.

Deposits: The fair value of deposits were deterchiae follows:

(i) for noninterest bearing demand deposits, sayifNPW and money market demand deposits, sincedepubsits are immediately
withdrawable, fair value is determined to approxienthe carrying value (the amount payable on dejand

(i) for other time certificates of deposit, thérfaalue has been estimated by discounting expduotede cash flows by the current rates offt

as of September 30, 2000 and 1999 on certificdtdemosit with similar remaining maturities. In acdance with SFAS No. 107 no value has
been assigned to the Company's long- term reldtipasvith its deposit customers (core value of dé@pantangible) since such intangible is
not a financial instrument as defined under SFASTNJ .

Advances from FHLB: The fair value of such advanwees estimated by discounting the expected futasé flows using current interest re
as of September 30, 2000 and 1999, for advancéssiiilar terms and remaining maturities.

Securities Sold Under Agreements to Repurchasefdihealue of securities sold under agreementgparchase and other borrowings was
estimated by discounting the expected future clastsfusing derived interest rates approximatingkegas of September 30, 2000 and 1999
over the contractual maturity of such borrowings.

Advances from Borrowers for Taxes and Insurance: ddrrying amount of advances from borrowers feesaand insurance is assumed to
approximate the fair value.

Accrued Interest Payable: The carrying amount ofsed interest payable is assumed to approximatéathvalue.

Loan Commitments: The commitments to originate pumethase loans have terms that are consistentcwitent market terms. Accordingly,
the Company estimates that the fair values of thesamitments are not significant.
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Limitations: It must be noted that fair value esites are made at a specific point in time, base@lemant market information about the
financial instrument. Additionally, fair value estates are based on existing on and off-balanca-fheaacial instruments without attempting
to estimate the value of anticipated future businesstomer relationships and the value of asset$iabilities that are not considered
financial instruments. These estimates do noteeflay premium or discount that could result froifieiing the Company's entire holdings of
a particular financial instrument for sale at oineet Furthermore, since no market exists for cemdithe Company's financial instruments,
fair value estimates may be based on judgmentsdieggfuture expected loss experience, current @ean conditions, risk characteristics of
various financial instruments, and other factotsege estimates are subjective in nature and inwoieertainties and matters of significant
judgment and therefore cannot be determined witlgla level of precision. Changes in assumptionselsas tax considerations cot
significantly affect the estimates. Accordinglysbkd on the limitations described above, the agedga value estimates are not intended to
represent the underlying value of the Company,ithelea going concern or a liquidation basis.
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Independent Auditor's Report

To the Board of Directors
First Midwest Financial, Inc. and Subsidiaries

Storm Lake, lowa

We have audited the accompanying consolidated balsimeet of First Midwest Financial, Inc. and Sdiasies, as of September 30, 2000,
the related consolidated statements of income,gdsaim shareholders' equity and cash flows foyé&ze then ended. These financial
statements are the responsibility of the Compangisagement. Our responsibility is to express aniopion these financial statements based
on our audit. The financial statements of First Widt Financial, Inc. and Subsidiaries as of Sepgz0, 1999 and for each of the years
ended September 30, 1999 and 1998, were auditethby auditors whose report, dated October 15, 189&essed an unqualified opinion

on those statements.

We conducted our audit in accordance with generadbepted auditing standards. Those standardseagaiplan and perform the audit to
obtain reasonable assurance about whether thecfal@tatements are free of material misstatenf@ntaudit includes examining, on a test
basis, evidence supporting the amounts and dis@lssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audit provides a reasonable 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. as of September 30, 200@, the results of its operations and its cash flimwshe year then ended in conformity w
generally accepted accounting principles.

/sIMcd adrey & Pullen, LLP

Md adrey & Pullen, LLP
Des Moines, |owa
Cct ober 27, 2000
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Board of Directors

James S. Haahr - Chairman of the Board, Presideh€Chief Executive Officer for First Midwest Finaal; Inc. and First Federal Savings
Bank of the Midwest; Chair-man of the Board for @éty State Bank. Mr. Haahr has served in varicajsacities since beginning his career
with First Federal in 1961. He is a member of tloaf8l of Trustees and Chairman of the Investmentr@ittee of Buena Vista University. F
is a member of the Savings Association Insurancel Fladustry Advisory Committee and a member ofltbgislative Committee of lowa
Bankers Association. Mr. Haahr is former Vice Chwain of the Board of Directors of the Federal Hormarn Bank of Des Moines, former
Chairman of the lowa League of Savings Institutiariermer director of the U.S. League of Savinggitations and a former member of the
Board of Directors of America's Community BankdBsard committee: First Federal Trust Committee.ela®. Haahr is the father of J. T
Haahr.

J. Tyler Haahr - Senior Vice President, Secretady@hief Operating Officer for First Midwest Finaail¢ Inc.; Executive Vice President,
Secretary and Chief Operating Officer for First &ed Savings Bank of the Midwest; Chief Executiiic@r of Security State Bank; and
Vice President and Secretary of First Servicesrsia Limited. First Midwest and its affiliates hmemployed Mr. Haahr since March 1997.
Previously Mr. Haahr was a partner with the lawnfiof Lewis and Roca LLP, Phoenix, Arizona. Boardhouttee: First Federal Trust
Committee. J. Tyler Haahr is the son of James 8hHa

E. Wayne Cooley - Member of the Board of DirectrsFirst Midwest Financial, Inc., First Federav8ays Bank of the Midwest, and
Security State Bank. Dr. Cooley has served as BExecBecretary of the lowa Girls' High School AtidedUnion in Des Moines, lowa, since
1954. He is Executive Vice President of the lowghischool Speech Association, a member of the BuM&ta University Board of Trustee
a member of the Drake Relays Executive Committee,cam the Board of Directors of the Women's CollBgsketball Association Hall of
Fame. Dr. Cooley has served as Chairman of the lb&at Association and as Vice Chairman of the |@eanes. Board committees:
Chairman of the Audit- Compensation/Personnel Caiemiand member of the Stock Option Committee.

E. Thurman Gaskill - Member of the Board of Dirastéor First Midwest Financial, Inc., First Fede&avings Bank of the Midwest, and
Security State Bank. Mr. Gaskill has owned and afger a grain farming operation located near Corvdtiva, since 1958. He has served as a
commissioner with the lowa Department of Economév&opment and also as a commissioner with the Re@artment of Natural
Resources. Mr. Gaskill is the past president ofdd@wern Growers Association, past chairman of thitgddrStates Feed Grains Council, and
has served in numerous other agriculture positidieswas re-elected to the lowa State Senate in 2880epresents District 8. He serves as
Chairman of the Senate Agricultural Committee. Bosymmittees: Chairman of the First Federal Trumh@ittee and member of the Audit-
Compensation/Personnel Committee.

G. Mark Mickelson - Member of the Board of Directdor First Midwest Financial, Inc., First Fede&avings Bank of the Midwest, and
Security State Bank. Mr. Mickelson is a PrincipahaNorthwestern Growth Corporation in Sioux Faguth Dakota. Northwestern Growth
Corporation is the Corporate development and imvest function of Northwestern Corporation. Mr. Mét&on graduated with high honors
from Harvard Law School and is an inactive membehe South Dakota Bar Assoiciaton and a CertiRedblic Accountant. Board
committees: First Federal Audit- Compensation/RamsbCommittee and Stock Option Committee.

Rodney G. Muilenburg - Member of the Board of Dites for First Midwest Financial, Inc., First FedeBavings Bank of the Midwest, and
Security State Bank. Mr. Muilenburg is employedhatairy specialist with Purina Mills, Inc. and supses the sale of agricultural products
a region that encompasses northwest lowa, soutBeasih Dakota, and southwest Minnesota. Board ctieasi Chairman of the Stock
Option Committee and member of the Audit- Compeaas&®ersonnel Committee.

Jeanne PartlowMember of the Board of Directors for First Midwé&$hancial, Inc. Mrs. Partlow retired in June 12@8President of the lov
Savings Bank Division of First Federal, locatedies Moines, lowa. She was President, Chief Exee@ifficer and Chairperson of the Bo
of lowa Savings Bank, F.S.B., from 1987 until tmel ®f December 1995, when lowa Savings Bank wasisedjby and became a division of
First Federal Savings Bank of the Midwest. MrstiBaris a past member of the Board of Directorshef Federal Home Loan Bank of Des
Moines. Board committee: Stock Option Committee.

{GRAPHIC-PHOTOS OF EACH OF THE ABOVE]
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Executive Officers

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

J. Tyler Haahr
Senior Vice President, Secretary and Chief Opeagaiifficer for First Midwest Financial, Inc.; Exeowd Vice President, Secretary and Chief
Operating Officer for First Federal Savings Bankhaf Midwest; and Chief Executive Officer for SaguBtate Bank

Donald J. Winchell, CPA
Senior Vice President, Treasurer and Chief Findiicer for First Midwest Financial, Inc. and BfrFederal Savings Bank of the Midwest;
and Secretary for Security State Bank

Ellen E. Moore
Vice President, Marketing and Sales for First MidiMéinancial, Inc.; and Senior Vice President, Mtirlg and Sales for First Federal
Savings Bank of the Midwest

Tim D. Harvey
President for Brookings Federal Bank Division

Troy Moore
President for lowa Savings Bank Division

Tony Trussell
President for First Federal Sioux Falls Division

I. Eugene Richardson, Jr.
President for Security State Bank

Susan C. Jesse
Senior Vice President for First Federal SavingskBafithe Midwest

{GRAPHIC-PHOTOS OF ABOVE]

Bank Directors

Directors of First Federal Savings Bank of the MidtvJames S. Haahr, Chairman
E. Wayne Cooley

E. Thurman Gaskill

J. Tyler Haahr

G. Mark Mickelson

Rodney G. Muilenburg

Directors of Security State Bank
James S. Haahr, Chairman
Jeffrey N. Bump

E. Wayne Cooley

E. Thurman Gaskill

J. Tyler Haahr

G. Mark Mickelson

Rodney G. Muilenburg

I. Eugene Richardson, Jr.

Brookings Federal Bank Advisory Board
Fred J. Rittershaus, Chairman

Virgil G. Ellerbruch

J. Tyler Haahr

Tim D. Harvey

O. Dale Larson

Earl R. Rue
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Office Locations
First Federal Storm Lake Division

Main Office

Fifth at Erie

P.O. Box 1307

Storm Lake, lowa 50588
712.732.4117
800.792.6815
712.732.7105 fax
[GRAPHIC-MAP INDICATING LOCATIONS]
Storm Lake Plaza

1415 North Lake Avenue
Storm Lake, lowa 50588
712.732.6655
712.732.7924 fax

Lake View

Fifth at Main

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
[GRAPHIC-PHOTOS OF BANKS]
Manson

Eleventh at Main
Manson, lowa 50563
712.469.3319
712.469.2458 fax

Odebolt

219 South Main Street
Odebolt, lowa 51458
712.668.4881
712.668.4882 fax

Sac City

518 Audubon Street
Sac City, lowa 50583
712.662.7195
712.662.7196 fax

Brookings Federal Bank Division

Main Office

600 Main Avenue

P.O. Box 98

Brookings, South Dakota 57006
605.692.2314

800.842.7452

605.692.7059 fax

Eastbrook

425 22nd Avenue South
Brookings, South Dakota 57006
605.692.231«



lowa Savings Bank
Division

Main Office

3448 Westown Parkway

West Des Moines, lowa 50266
515.226.8474

515.226.8475 fax

Highland Park

3624 Sixth Avenue

Des Moines, lowa 50313
515.288.4866
515.288.3104 fax

Urbandale (coming soon)
4848 86th Street
Urbandale, lowa 50322

First Federal Sioux Falls
Division

Main Office

Minnesota at 33rd

P.O. Box 520

Sioux Falls, South Dakota 57101
605.977.7500

605.977.7501 fax

Security State Bank

Main Office

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

Casey Office

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

Menlo Office

501 Sherman

P.O. Box 36
Menlo, lowa 50164
641.524.4521
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Investor Information

Corporate Headquarters
First Midwest Financial, Inc.
First Federal Building

Fifth at Erie

P.O. Box 1307

Storm Lake, lowa 50588

Annual Meeting of Shareholders

The Annual Meeting of Shareholders will convené:80 pm on Monday, January 22, 2001. The meetifigoeiheld in the Board Room of
First Federal Savings Bank, Fifth at Erie, Stormké,dowa. Further information with regard to thiseting can be found in the proxy
statement.

General Counsel

Mack, Hansen, Gadd, Armstrong
& Brown, P.C.

316 East Sixth Street

P.O. Box 278

Storm Lake, lowa 50588

Special Counsel

Silver, Freedman & Taff, LLP
1100 New York Avenue, NW
Washington, DC 20005-3934

Independent Auditors
McGladrey & Pullen, LLP

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

Shareholder Services and Investor Relations Shiietsodesiring to change the name, address, orrshipeof stock; to report lost
certificates; or to consolidate accounts, shoultt@act the corporation's transfer agent:

Registrar & Transfer Company 10 Commerce Drive @nah New Jersey 07016 Telephone: 800.368.5948 Emaielations@rtco.com
Website: www.rtco.com

Form 10-K
Copies of the Company's annual report on Form X6rkhe year ended September 30, 2000 (excludihg#s thereto) are available without
charge, upon request to:

Investor Relations

First Midwest Financial, Inc. First Federal Buildin
Fifth at Erie, P.O. Box 1307 Storm Lake, lowa 50588

Telephone: 712.732.4117
Email: invrelations@fmficash.com Website: www.frafgh.com



Stock Market Information

First Midwest Financial, Inc.'s common stock tradaghe 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
1999 and 2000 were $0.13. The price range of thean stock, as reported on the Nasdag System, svadi@ws:

Fiscal Year 2000 Fiscal Year 1999

Low High Low High
First Quarter $9.00 $13.63 $14.13 $19.63
Second Quarter $9.50 $12.50 $14.25 $16.00
Third Quarter $8.75 $11.25 $14.25 $15.50
Fourth Quarter $9.00 $10.81 $12.50 $14.75

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

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

included in this Annual Report.

As of September 30, 2000, First Midwest had 2,484 ghares of common stock outstanding, which wele Iy 317 shareholders of record,
and 300,318 shares subject to outstanding optidresshareholders of record number does not reéflEg{persons or entities who hold their

stock in nominee or "street” name.

The following securities firms indicated they wa@ing as market makers for First Midwest Finandiad. stock as of September 30, 2000:
First Tennessee Securities Corp.; Herzog, Heindul@elnc.; Howe Barnes Investments, Inc.; Speaeds & Kellogg; Sandler O'Neill &
Partners; and Tucker Anthony Incorporated.
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Inside back cover:
Economic Data

First Federal Storm Lake

Average Land Value as of
September 2000

High-quality farmland in northwest
lowa: $2,347 per acre

Taxable Retail Sales 1999
Storm Lake - $129,181,166

Unemployment Rate as of
August 2000
Buena Vista County - 1.8%

Brookings Federal Bank
Average Land Value as of
February 2000
High-productivity, non-irrigated
cropland in east-central

South Dakota: $993 per acre

Taxable Retail Sales 1999
Brookings - $159,975,335

Unemployment Rate as of
August 2000
Brookings - 1.2%

lowa Savings Bank

Average Land Value as of
September 2000

High-quality farmland in central
lowa: $2,528 per acre

Taxable Retail Sales 1999
Des Moines - $4,054,937,130

Unemployment Rate as of
August 2000
Polk County - 1.6%

First Federal Sioux Falls
Average Land Value as of
February 2000
High-productivity, non-irrigated
cropland in east-central

South Dakota: $993 per acre

Taxable Retail Sales 1999
Sioux Falls - $1,649,718,363

Unemployment Rate as of
August 2000
Minnehaha Count- 1.6%



Security State Bank

Average Land Value as of
September 2000

High-quality farmland in west-central
lowa: $2,413 per acre

Taxable Retail Sales 1999
Stuart - $7,403,152

Unemployment Rate as of
August 2000
Guthrie County - 1.8%

[GRAPHIC-PHOTO OF Julie S. Jensen] "Thank you fourysupport.”
-Julie S. Jensen
Customer Service Representat
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First Midwest Financial, Inc.
First Federal Building

Fifth at Erie

P.O. Box 1307

Storm Lake, lowa 5058



Parent

Subsid

First Midwest
Financial, Inc.

First Midwest
Financial, Inc.

First Federal Savings
Bank of the Midwest

First Services
Financial Limited

First Federal S
of the Midwest

Security State
First Services
Limited

Brookings Servi
Corporation

SUBSIDIARIES OF THE REGISTRANT

Percentage of St ate of Incorporation
iary Ownership or Organization
avings Bank 100% Federal
Bank 100% lowa
Financial 100% lowa
ce 100% South Dakota

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



EXHIBIT 23.1

CONSENT OF MCGLADERY & PULLEN, LLP



CONSENT OF INDEPENDENT AUDITORS

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

We consent to the incorporation by reference infiingt Midwest Financial, Inc. Registration Statemen Form S-8 of First Midwest
Financial, Inc., pertaining to the First Midwesh&incial, Inc. 1995 Stock Option and Incentive PtE#rmqur report dated October 27, 2000,
which appears in the annual report on Form 10-Ridft Midwest Financial, Inc. and subsidiariestfoe year ended September 30, 2000.

/sl Mcd adery & Pullen, LLP

Mcd adery & Pullen, LLP

Des Moines, |owa
Decenber 28, 2000



EXHIBIT 23.2

CONSENT OF CROWE, CHIZEK & COMPANY LLP



CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference iniRegjion Statement Nos. 33-80171 and 33-22523ref Midwest Financial, Inc. on Form
S-8 and in Registration Statement No. 333-987lirst Midwest Financial, Inc. on Form S-3 of our oefpdated October 15, 1999, contained
in Exhibit 99 to First Midwest Financial Inc.'s Amal Report on Form 10-K for the fiscal year endegt8mber 30, 2000.

/sl Crowe, Chizek and Conpany LLP

Crowe, Chizek and Conpany LLP

Sout h Bend | ndi ana
Decenber 21, 2000



ARTICLE 9
MULTIPLIER: 1

PERIOD TYPE

FISCAL YEAR END
PERIOD END

CASH

INT BEARING DEPOSITS
FED FUNDS SOLC
TRADING ASSETS
INVESTMENTS HELD FOR SALE
INVESTMENTS CARRYING
INVESTMENTS MARKET
LOANS

ALLOWANCE

TOTAL ASSETS
DEPOSITS

SHORT TERM

LIABILITIES OTHER

LONG TERM

PREFERRED MANDATORY
PREFERREL

COMMON

OTHER SE

TOTAL LIABILITIES AND EQUITY
INTEREST LOAN
INTEREST INVEST
INTEREST OTHER
INTEREST TOTAL
INTEREST DEPOSIT
INTEREST EXPENSE
INTEREST INCOME NET
LOAN LOSSES
SECURITIES GAINS
EXPENSE OTHEF

INCOME PRETAX

INCOME PRE EXTRAORDINARY
EXTRAORDINARY
CHANGES

NET INCOME

EPS BASIC

EPS DILUTED

YIELD ACTUAL

LOANS NON

LOANS PAST

LOANS TROUBLED
LOANS PROBLEM
ALLOWANCE OPEN
CHARGE OFF¢<
RECOVERIES
ALLOWANCE CLOSE
ALLOWANCE DOMESTIC
ALLOWANCE FOREIGN
ALLOWANCE UNALLOCATED

YEAR
SEP 30 200
SEP 30 200
984,93
5,937,59.

0

0
147,478,93
0

0
328,292,50
3,589,87:
505,590,43
318,653,72
32,454,96
2,908,20:
111,538,45
0

0

29,58(
40,005,50
505,590,43
26,267,63
12,142,38
0
38,410,02
15,636,79
24,578,36
13,831,66
1,640,001
(1,020,885
9,408,04:
3,349,85
1,975,63.
351,99

0

2,327,62!
.95

.93

2.7¢
310,50t

0

961,00
8,193,001
3,092,62:
1,269,64;
126,88°
3,589,87:
3,219,68

0

370,18



EXHIBIT 99

REPORT OF PREDECESSOR ACCOUNTANTS



REPORT OF INDEPENDENT AUDITORS

Board of Directors and Shareholders
First Midwest Financial, Inc. and Subsidiaries 8tdrake, lowa

We have audited the consolidated balance sheatstf\fidwest Financial, Inc. and Subsidiaries (tG@mpany") as of September 30, 1999
and the related consolidated statements of incohages in shareholders' equity and cash flowthéoyears ended September 30, 1999 and
1998. These financial statements are the respdihsilifithe Company's management. Our respongjtigito express an opinion of these
financial statements based on our audits.

We conducted our audits in accordance with geneaaitepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts of disobssurthe financial statements. An audit also idefiassessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matenégpects, the financial position of the
Company as of September 30, 1999, and the redutssaperations and its cash flows for the yeadesl September 30, 1999 and 1998 in
conformity with generally accepted accounting piples.

/sl Crowe, Chizek & Conpany LLP

Crowe, Chizek & Conpany LLP

Sout h Bend, | ndiana
Cct ober 15, 1999

End of Filing
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