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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 habds; a

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

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



PART |
Item 1. Description of Business
General

First Midwest Financial, Inc. is a Delaware corgima, the principal assets of which are First Fati8avings Bank of the Midwest ("First
Federal") and Security State Bank ("Security")sFMidwest, on September 20, 1993, acquired ahefcapital stock of First Federal in
connection with First Federal's conversion fromrigual to stock form ownership (the "Conversio@h September 30, 1996, First Midw
became a bank holding company upon its acquis@tfdecurity, 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 DakOBrdokings"). On December 29, 1995, First Midwesfzired 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 thaiiaittpn of Central West Bancorporation ("CWB"). ®BAMas the holding company for
Security in Stuart, lowa, which upon the merge€®¥B into First Midwest resulted in Security becomin stand-alone banking subsidiary of
First Midwest. Unless the context otherwise redjireferences herein to the Company include Fiidivdst, Security and First Federal and
its subsidiaries on a consolidated basis. See "lyEmant's Discussion and Analysis -- Acquisitionsn@teted” in the Annual Report to
Shareholders attached hereto as Exhibit 13 (th@UAhReport").

First Federal and Security (collectively, the "Bafjkare the only direct, active subsidiaries o6FMidwest. The Banks are community-
oriented financial institutions offering a varieif/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 idential mortgage loans and, to a lesser
extent, commercial and multi-family real estatajagdtural operating and real estate, constructemmsumer and commercial business loans
primarily in First Federal's market area. Receriiyst Federal's lending activities have expandeddlude an increased emphasis on
originations and purchases of commercial and nfalftiily real estate loans. The principal businesSexurity has been and continues to be
attracting retail deposits from the general pulid investing those funds in agricultural real testend operating loans and, to a lesser extent,
one- to four-family residential, commercial busim@snd consumer loans. The Banks also purchase agerttacked securities and invest in
U.S. Government and agency obligations and othenigsible investments. At September 30, 1999, thm@ny had total assets of $511.2
million, deposits of $304.8 million, and sharehoklequity of $39.8 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, insurancelpects, annuities and brokerage services througdeitdce 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 annuitiegddition, 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 locategifét at Erie, Storm Lake, lowa 50588. Its telepbamumber at that address is (712) 732-
4117.

The Company is aware of the issues associatedétprogramming code in existing computer systesitha year 2000 approaches. The
issue is whether computer systems will properlpgeize date sensitive information when the yeangha to 2000. Systems that do not
properly recognize such information could geneeateneous data or cause a system to fail. The Caynipaheavily dependent on computer
processing in its business activities and the 2880 issue creates risk for the Company from usfa problems in the Company's
computer system and from third parties whom the @amyg uses to process information. Such failureh@Company's computer system
and/or third parties computer systems could havaterial impact on the Company's ability to condtscbusiness. See the discussion on
"Year 2000 Issues" contained in the Annual Report.

Market Area

First Federal Savings Bank of the Midwest has tllieisions: First Federal Savings Bank, Brookingsi€ral Bank and lowa Savings Bank.
First Federal Savings Bank's headquarters is Idaaighe corner of Fifth and Erie streets in Sthake, lowa. The bank operates a total o
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, lofdhird lowa Savings Bank
office, and its new main office, is under constimein Urbandale, lowa.

Security State Bank operates its business thrdugte ful-service offices in Casey, Menlo and Stuart, lo



The Company's primary market area includes Adaigria Vista, Calhoun, Guthrie, Ida, Pocahontas, &atkSac Counties in lowa and
Brookings County in South Dakota.

Storm Lake is located in northwest lowa approxinyai®0 miles northwest of Des Moines and 200 mslesth of Minneapolis in Buena Vit
County. Like much of the State of lowa, Storm Lakel the Company's primary market area are highteni@ent upon farming and
agricultural markets. Major employers in the aredude Buena Vista County Hospital, IBP, Inc. aridvBar Foods of lowa. The world's
largest electricity-generating wind farm is locateduena Vista County. This $235 million projecdmpleted in June 1999, provides enough
electricity to serve 71,000 average-sized Midwesteruseholds. Storm Lake is also home to Buena\isiversity, which currently enrolls
1,256 full-time students at its Storm Lake campus @amploys 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. First Federal's market area ints®akota encompasses approximately a 30 mileisadfiBrookings. The area is
generally rural, and agriculture is a significamdustry in the community. South Dakota State Ursitgiis the largest employer in Brookings.
The University had 8,540 students enrolled forkf@9 fall term and employs 504 full-time facultthéf’community also has several
manufacturing companies, including 3M, Larson Mastiiring, Daktronics, Falcon Plastics and Twin Gian. The Brookings division
operates from a main office located in downtownd&ings and one drive-up branch office also locateBrookings.

Des Moines, the State of lowa's capitol, is locatecentral lowa. The Des Moines market area ene@sgs 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 rnodf downtown Des Moines. Des Moines
one of the top three insurance centers in the wauiilth sixty-seven insurance company headquartsisozer one hundred regional insurance
offices. Other major businesses include Hy-Vee Fémmles, 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.

Security's main office operates in Stuart, whiclocated in west-central lowa, approximately 40emivest of Des Moines on the border of
Adair and Guthrie counties. Security's market aasayell as our other market areas, except pefbapdvioines, are highly dependent on
farming and agriculture-related businesses. Agicatrelated businesses in recent years have partbwell due to a relatively stable
agricultural environment in the Company's marketaRecently, however, agriculture commodity pritgge declined significantly for the
major agricultural products produced in the Compmmarket area. Commodity price fluctuations an@mmnal part of agriculture, but it is
unusual for the pricing of all major products todepressed at the same time. Although there hasrhaemal effect observed to date, an
extended period of low commaodity prices could resuteduced demand for goods and services provigeajriculture-related businesses,
which could also affect other businesses in the @om's market area.

In recent years, the westward expansion of Des &ninombined with direct interstate highway actestuart, has resulted in significant
development of new service-related businessesiedmmunity. This development provides economierdiity to Security's market area.

Lending Activities

General. Historically, the Company has originaizdd-rate, one- to four-family mortgage loans.He early 1980's, the Company began to
focus on the origination of adjustable-rate mortg@\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, howewar 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, 1999, the Company's netpoatfolio totaled $303.1 million, or 59.3%
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 eftihe Banks comprised of officers of such Banksamhs in excess of certain amounts
require the approval of at least two committee menslvho must also be executive officers, or by ®ahk'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, 1999, the Company's largest lgnditationship to a single borrower or group o&tetl borrowers totaled $6.0 million. The
Company had twelve other lending relationships«cess of $2.5 million as of September 30, 1999 withaverage outstanding balance of
such loans totaling approximately $3.8 million.@e¢ptember 30, 1999, 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,
1995 1996 1997
Amount Percent  Amount Percent Amount Percent

(Dollars in Thousands)
Real Estate Loans

One- to four-family $57,2 74 30.4% $78476 31.6% $ 73,903 27.8%
Commercial and multi-family 73,4 19 389 85157 34.2 74,870 28.1
Agricultural 7,0 21 3.7 11,068 4.5 11,732 4.4
Construction or development 17,8 77 95 7,819 3.1 21,264 8.0
Total real estate loans 155,5 91 825 182520 734 181,769 68.3

Other Loans:
Consumer Loans:

Home equity 4,9 06 2.6 7,823 3.1 14,007 5.3
Automobile 3,6 63 19 5,356 2.2 6,106 2.3
Deposit account 3 30 2 666 .3 533 2
Student 3 82 2 324 1 383 1
Other (1) 3,7 27 20 6,259 2.5 6,369 2.4
Total consumer loans 13,0 08 6.9 20,428 8.2 27,398 10.3
Agricultural operating 11,9 05 6.3 30,364 12.2 38,650 14.5
Commercial business 8,1 73 4.3 15,468 6.2 18,456 6.9
Total other loans 33,0 86 17.5 66,260 26.6 84,504 31.7
Total loans 188,6 77 100.0% 248,780 100.0% 266,273 100.0%
Less:
Loans in process 8,0 71 2,240 8,700
Deferred fees and discounts 4 04 650 553
Allowance for losses 1,6 50 2,356 2,379

Total loans receivable, net $178,5 52 $243,534 $254,641



September 30,

1998 1999

Amoun t Percent Amount Percent

(Dollars in Thousands)
Real Estate Loans

One- to four-family $85,7 99 30.5% $110,317 34.8%
Commercial and multi-family 66,8 45  23.8 85,793 27.1
Agricultural 10,5 37 3.8 9,874 3.1
Construction or development 32,9 90 11.7 28,379 9.0
Total real estate loans 196,1 71  69.8 234,363 74.0

Other Loans:
Consumer Loans:

Home equity 15,2 85 5.4 14,834 4.7
Automobile 4.4 45 1.6 3,861 1.3
Deposit account 7 16 .3 443 1
Student 4 21 1 460 1
Other (1) 53 72 1.9 3,828 1.2
Total consumer loans 26,2 39 9.3 23,426 7.4
Agricultural operating 37,2 34 132 29,284 9.2
Commercial business 21,5 87 7.7 29,942 9.4
Total other loans 85,0 60 30.2 82,652 26.0
Total loans 281,2 31 100.0% 317,015 100.0%
Less:
Loans in process 7,7 38 10,494
Deferred fees and discounts 2 98 350
Allowance for losses 29 09 3,093
Total loans receivable, net $270,2 86 $303,078

(1) Consist generally of various types of secuned ensecured consumer loa



Fixed Rate Loans:

Real estate:

One- to four-family $22
Commercial and multi-family 14
Agricultural 5
Construction or development 2

Total fixed-rate real estate loans 45

Consumer 12
Agricultural operating 7
Commercial business 5

Total fixed-rate loans 70
Adjustable Rate Loans:
Real estate:
One- to four-family 34
Commercial and multi-family 59
Agricultural 1
Construction or development 15
Total adjustable-rate real
estate loans 110
Consumer
Agricultural operating 4
Commercial business 2

Total adjustable rate loans 118

Total loans 188

Less:

Loans in process 8
Deferred fees and discounts

Allowance for loan losses 1

Total loans, net $178

September 30,

1995 1996

19

t Percent  Amount

576

,570
,652

,503

677

,071
404
,650

,552

Percent  Amount

(Dollars in Thousands)

12.1% $41,322

7.6 14,036
2.9 4,250
13 2,938
23.9 62,546
6.5 19,145
3.9 14,998
2.9 7,200
37.2 103,889
18.2 37,154
314 71121
8 6,818
8.2 4,881
58.6 119,974
4 1,283
2.4 15,366
1.4 8,268
62.8 144,891

100.0% 248,780

2,240
650
2,356

16.6% $ 33,369

56 11,124
1.7 5,978
1.2 2,997
25.1 53,468
7.7 26,100
6.1 16,280
29 10,462
41.8 106,310
14.9 40,534
28.6 63,746
2.7 5,754
20 18,267
48.2 128,301
5 1,298
6.2 22,370
3.3 7,994
58.2 159,963

100.0% 266,273

The following table shows the composition of thex@any's loan portfolio by fixed and adjustable &téhe dates indicated.



Fixed Rate Loans:

Real estate:

One- to four-family
Commercial and multi-family
Agricultural

Construction or development

Total fixed-rate real estate loans 69,

Consumer
Agricultural operating
Commercial business

Total fixed-rate loans
Adjustable Rate Loans:
Real estate:
One- to four-family
Commercial and multi-family
Agricultural
Construction or development
Total adjustable-rate real
estate loans
Consumer
Agricultural operating
Commercial business

Total loans

Less:

Loans in process

Deferred fees and discounts
Allowance for loan losses

Total loans, net

24,
18,
15,

128,

55,

31,

126,

152,

281,

September 30,

1998 1999

ount Percent Amount Percent

(Dollars in Thousands)

235 18.2% $52,943 16.7%
582 4.1 34,326 10.8

982 1.8 5,080 1.6

829 7 2,322 .8

628 24.8 94,671  29.9
909 8.8 21,803 6.9

821 6.7 14,896 4.7

108 54 23,206 7.3

466 45.7 154,576 48.8

564 12.3 57,374 18.1
263 19.6 51,467 16.2
555 2.0 4,794 1.6

161 111 26,057 8.2

543 450 139,692 44.1
330 5 1,623 .5
413 6.5 14,388 4.5
479 2.3 6,736 2.1

738 10,494
298 350
909 3,093



The following table illustrates the interest ragmsitivity of the Company's loan portfolio at Sepber 30, 1999. 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

Mortgage(1) C
Weighted
Average

Amount Rate  Amo

Due During
Years Ending
September 30,
2000(2) $69,826 8.05% $22
2001-2004 71,760 7.43 3
2004 and following 64,398 7.34 2
Commercial
Business
Weighted
Average

Amount Rate Am

(Dollars in Thou

Due During
Years Ending
September 30,
2000(2) $21,525 9.30% $150,
2001-2004 8,181 8.73 94,
2004 and following 236 8.63 71,

Agricul
onstruction Consumer Opera
Weighted Weighted
Average Average

unt Rate Amount Rate Amount

(Dollars in Thousands)

, 710  9.07% $9,682 9.37% $26,972
,079  8.67 9,415 9.08 1,905
,590  8.41 4,329 9.25 407

Weighted
Average
ount Rate

sands)

715 8.69%
340 7.77
960 7.50

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

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

tural
ting
Weighted
Average
Rate

9.44%
8.91
8.96



The total amount of loans due after September @00 2vhich have predetermined interest rates isl$@8lion, while the total amount of
loans due after such date which have floating @rsadble interest rates is $134.7 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,
1999, the Company's one- to fdiamily residential mortgage loan portfolio totalgti10.3 million, or 34.8% of the Company's totalggdoar
portfolio. Approximately 35.8% of the Company's eteefour-family mortgage loans or 12.5% of the Qramy's gross loans have been
purchased, generally from other financial instdns. See "--Originations, Purchases, Sales andc8e\wf Loans and Mortgage-Backed
Securities." At September 30, 1999, the averagstanding principal balance of a one- to four-famégidential mortgage loan was $57,000.

The Company offers fixed-rate and ARM loans. Dutiimg year ended September 30, 1999, the Compaginated $1.5 million of
adjustable-rate loans and $25.7 million of fixeter@ans secured by one- to four-family residemal estate. The Company's one- to four-
family residential mortgage originations are sedyygmarily by properties located in its primary nket area and surrounding areas.

The Company originates one- to four-family residg@nhortgage loans with terms up to a maximum cf/8ars and with loan-to-value ratios
up to 95% 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 serfi¢o reduce the Company's exposure to at or bilew80% loan-to-value level.
Residential loans generally do not include prepayrpenalties.

The Company currently offers one, three and fivar Y8RM 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 loanstadpnually. 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. Fromdito time the Company may permit ARM
loans to be assumed by qualified borrowers upomgay of an assumption fee. The Company qualifieMA&an borrowers at the fully
indexed rate. The Company's delinquency experiendes ARM loans has generally been similar teiperience 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 Compaaxy historically retained its fixed-rate loansifsdoan portfolio, however, from June
1996 through March 1998, the Company sold, witkisgrg retained, most of its fixed-rate loans wighms of 15 years or greater to Fannie
Mae. The Company suspended selling these loanidimited opportunity for other types of investntieir to purchase loans due to the
present low interest rate environment. The Compaay decide to sell loans in the future.

In underwriting one- to four-family residential tesstate loans, the Company evaluates both thewerfs ability to make monthly payments
and the value of the property securing the loanstibooperties securing real estate loans madeeb@€tmpany are appraised by independent
fee appraisers approved by the Board of Direciitie. Company generally requires borrowers to otaaiattorney's title opinion, and fire a
property insurance (including flood insurance,gtassary) in an amount not less than the amouhedban. Real estate loans originated by
the Company generally contain a "due on sale" elallswing the Company to declare the unpaid ppaichbalance due and payable upon the
sale of the security property.

Commercial and Multi-Family Real Estate LendingeT®ompany is also engaged in commercial and matily real estate lending in its
primary market area and surrounding areas andurabgsed whole loan and participation interesteans from other financial institutions.
The purchased loans and loan participation inte@®t generally secured by properties locatedevitwest and Northwest. The Company,
in order to supplement its loan portfolio and cetesit with management's objectives to expand thepgaoy’'s commercial and multi-family
loan portfolio, purchased $42.4 million, $16.3 mifl and $26.8 million of such loans during fisc@P®, 1998 and 1997, respectively.
However, due to a large number of prepayments aatdnities of commercial and multi-family real estédans during fiscal 1999, 1998 and
1997 as a result of a favorable interest rate enuiient, at September 30, 1999, 1998 and 1997,dhwény had $85.8 million, $66.8 million
and $74.9 million, respectively, of commercial andlti-family real estate loans compared to $85.Rioni at September 30, 1996. At
September 30, 1999, $1.1 million, or 1.2% of thenPany's commercial and multi-family real estatsmbwere non-performing. See " -- Non-
Performing Assets, Other Loans of Concern and GiedsAssets."

The Company's commercial and multi-family real &staan portfolio is secured primarily by apartmbuatldings, nursing homes, assisted
living/retirement facilities, office buildings anth a lesser extent, hotels. Commercial and maitiify real estate loans generally have terms
that do not exceed 20 years, have loan-to-valuesraf up to 75% of the appraised value of the ggcproperty, and are typically secured by
personal guarantees of the borrowers. The Compasa lvariety of rate adjustment features and a#ners in its commercial and multi-
family real estate loan portfolio. Commercial andltinfamily real estate loans provide for a margirer a number of different indices. In
underwriting these loans, the Company currenthyaies the financial condition of the borrower, th@rower's credit history, and the
reliability and predictability of the cash flow genated by the property securing the loan. Appraisalproperties securing commercial real
estate loans originated by the Company are perfimgendependent appraisers.

At September 30, 1999, the Company's largest cogial@nd multi-family real estate loan was a $5iBiom loan secured by a retail
shopping center, a single-family residential hogglevelopment and other real estate. The Compathgdagen other commercial and/or multi-
family loans in excess of $2.5 million at such datk of these loans are currently performing itaaance with their terms. At September



1999, the average outstanding principal balan@a@mmercial or multi-family real estate loan hieydthe Company was $333,000.

Multi-family and commercial real estate loans gatigmpresent 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 propesies the increased difficulty of evaluating and nong these types of loans.
Furthermore, the repayment of loans secured byifiauitily 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 kEmare not obtained or renewed, or a
bankruptcy court modifies a lease term, or a mi@oant is unable to fulfill its lease obligationt)e borrower's ability to repay the loan may
be impaired.

Construction Lending. The Company makes constrodtians to individuals for the construction of tireisidences as well as to builders for
the construction of one- to four-family residenaesl commercial and multi-family real estate. Att8ember 30, 1999, the Company's
construction loan portfolio totaled $28.4 milliaor, 9.0% of the Company's total gross loan portfolio

Construction loans to individuals for their resides are structured to be converted to permanens lathe end of the construction phase,
which typically runs up to twelve months. Thesestanction loans have rates and terms which gewnaraltch 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 usedrfginating permanent residential loans. At 8egier 30, 1999, the Company had $1.6
million of construction loans to borrowers intenglito live in the properties upon completion of domstion.

Construction loans to builders of one- to four-fgmeésidences require the payment of interest éoyip to 24 months and have terms of up
to 24 months. These loans may provide for the paymieinterest and loan fees from loan proceedscang adjustable rates of interest. L«
fees charged in connection with the originatioswéh loans are generally 1%. At September 30, 1883Company did not have any
construction loans to builders of one- to four-fgmésidences.

Construction loans on commercial and multi-famégalrestate projects may be secured by apartmemisulural 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 thefeoéd by the Company, except that during the canstn phase the borrower pays interest
only. These loans generally provide for the payneémterest and loan fees from loan proceeds.eftt&nber 30, 1999, the Company had
approximately $26.8 million of loans for the comstiion of commercial and multi-family real estatdis amount consisted of two loans
totaling $5.7 million for the construction of agsis living facilities, four loans totaling $5.7 timin for the construction of hotels, two loans
totaling $3.1 million for the construction of apagnt complexes, and seven loans totaling $12.3omifor the construction of commercial
facilities. All of these loans were performing iocardance with their terms at September 30, 1999.

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 and costs of the projectadnstructed. These items are also used as atbakisermine the appraised value of the

subject property. Loans are based on the lesgbeafurrent appraised value of the property orctigt of construction (land plus building).

Because of the uncertainties inherent in estimatorgstruction costs and the market for the prajecin 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 sasks discussed above regarding multi-
family and commercial real estate loans and terxbtmore sensitive to general economic conditibas tmany other types of loans. Also, the
funding of loan fees and interest during the cartsion phase makes the monitoring of the progré#iseoproject particularly important, as
customary early warning signals of project difftted 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.Jgptember 30, 1999, the Company had agricultushlestate loans secured by farmland of
$9.9 million or 3.1% of the Company's gross loartfplio. At the same date, $29.3 million, or 9.2%ttee 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 havems$ of one year or less. Such loans provide fgmgats of principal and interest at least
annually, or a lump sum payment upon maturity é dhiginal term is less than one year. Loans seldoyeagricultural machinery are
generally originated as fixedte loans with terms of up to seven years. At&aper 30, 1999, the average outstanding princigahioe of a
agricultural operating loan held by the Company $43,200. At September 30, 1999, $285,000, or 1di%e Company's agricultural
operating loans were non-performing.

Agricultural real estate loans are frequently ovéged with adjustable rates of interest. Generaligh loans provide for a fixed rate of interest
for the first one to five years, adjusting annuatigreafter. In addition, such loans generally dim@iover a period of ten to 20 years.
Adjustable-rate agricultural real estate loans fg®¥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 reabéstoans are generally limited to 75% of the
value of the property securing the loan. At Septend®, 1999, $70,000, or .7% of the Company's aljural real estate portfolio was r-



performing.

Agricultural lending affords the Company the oppaity to earn yields higher than those obtainabl@e- to fourfamily residential lending
Nevertheless, agricultural lending involves a geedegree of risk than o- to four-family residential mortgage loans becaofthe 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 seveliatjt crop yields and thus impair loan
repayments and the value of the underlying cobéitdihis risk can be reduced by the farmer withti¥péril crop insurance which can
guarantee set yields to provide certainty of repayimGovernment support programs, and recentlCtirapany, generally require that
farmers procure multi-peril crop insurance.

Grain and livestock prices also present a riskreeep may decline prior to sale resulting in aufalto cover production costs. These risks
be reduced by the farmer with the use of futuregreats or options to provide a "floor" below whigfices will not fall. The Company
generally does not require the use by borrowefatafe contracts or options.

Another risk is the uncertainty of government peogs and other regulations. Some farmers rely omtitmme from government programs to
make loan payments and if these programs are disced or significantly changed, cash flow problesnslefaults could result.

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

Consumer Lending. The Company offers a varietyeafised consumer loans, including automobile, buahe equity, home improvement,
federally guaranteed student loans, and loans egédyr savings deposits. In addition, the Compafgrebther secured and unsecured
consumer loans. The Company currently originatestsumtially all of its consumer loans in its primanarket area and surrounding areas.
Company originates consumer loans on both a dimedtindirect basis. At September 30, 1999, the Gmyip consumer loan portfolio total
$23.4 million, or 7.4% of its total gross loan golib. Of the consumer loan portfolio at SeptemBer 1999, substantially all were short- and
intermediate-term, fixed-rate loans.

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

The Company primarily originates automobile loansadlirect basis and originates indirect automdb#gs on a very limited basis. Direct
loans are loans made when the Company extendg diestitly to the borrower, as opposed to inditeans, 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 ned ased vehicles. Loans secured by
automobiles are generally originated for up to 8if%he N.A.D.A. book value of the automobile sengrthe loan.

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

Consumer loans may entail greater credit risk ttmresidential mortgage loans, particularly in¢hse of consumer loans which are
unsecured or are secured by rapidly depreciabktsassich as automobiles or recreational equiprirestich cases, any repossessed colle
for a defaulted consumer loan may not provide agadte source of repayment of the outstandingbatance as a result of the greater
likelihood of damage, loss or depreciation. In &ddi consumer loan collections are dependent erbtiirower's continuing financial
stability, and thus are more likely to be affedigdadverse personal circumstances. Furthermor@pplication of various federal and state
laws, including bankruptcy and insolvency laws, riayt the amount which can be recovered on suelngo At September 30, 1999,
$140,000 or .6% of the Company's consumer loarfgiortivas non-performing.

Commercial Business Lending. The Company alsomaitgis commercial business loans. Most of the Cogipaommercial business loans
have been extended to finance local and regiorshbsses and include short-term loans to finanagimary and equipment purchases,
inventory and accounts receivable. Commercial I@ss involve the extension of revolving credit ocombination of equipment
acquisitions and working capital in expanding conips. At September 30, 1999, $29.9 million, or 9@fhe Company's total gross loan
portfolio was comprised of commercial business $oan

The maximum term for loans extended on machinedyeaquipment is based on the projected useful fikzioh machinery and equipment.
Generally, the maximum term on non-mortgage liffezedit is one year. The loan-to-value ratio onlsloans and lines of credit generally
may not exceed 80% of the value of the collatezralisng the loan. The Company's commercial busileesing policy includes credit fil



documentation and analysis of the borrower's clharacapacity to repay the loan, the adequacyebtrrower's capital and collateral as well
as an evaluation of conditions affecting the boenvwAnalysis of the borrower's past, present aturéucash flows is also an important aspect
of the Company's current credit analysis. None#isglsuch loans are believed to carry higher cristtithan more traditional investments.

The largest commercial business loan outstandiSgptember 30, 1999 was a $6.0 million loan secloyduhnk stock and other assets.

Subsequent to fiscal year end, this loan was paichdo $3.0 million. The next largest commerciasipess loan outstanding at Septembe
1999 was a $5.3 million warehouse line of crediused by the assignment of automobile contracte. Jdmpany had three other commer
business loans outstanding in excess of $1.0 milicSeptember 30, 1999. All of these loans areently performing in accordance with th
terms. At September 30, 1999, the average outstgmincipal balance of a commercial business legld by the Company was $79,400.

Unlike residential mortgage loans, which generatly made on the basis of the borrower's abilitpaie repayment from his or her
employment and other income and which are securedd property whose value tends to be more easigrtainable, 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 commatdiusiness loans may be substantially dependetiteosuccess of the business itself
(which, in turn, is likely to be dependent upon gfemeral economic environment). The Company's caciaidusiness loans are usually, but
not always, secured by business assets and pepoaraintees. However, the collateral securingahed may depreciate over time, may be
difficult to appraise and may fluctuate in valueséd on the success of the business. At Septemb&p39, $75,000 or .3% of the Company's
commercial business loan portfolio was non-perfogni

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

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

The Company, from time to time, sells whole loand ban participations generally without recouseSeptember 30, 1999, there were no
loans outstanding sold with recourse. When loaesald the Company typically retains the respolisitior collecting and remitting loan
payments, making certain that real estate tax paigrege made on behalf of borrowers, and otherséseécing the loans. The servicing fee is
recognized as income over the life of the loang Tbmpany services mortgage loans that it origthatel sold totaling $16.0 million at
September 30, 1999, of which $5.0 million were goléfannie Mae and $11.0 million were sold to ather

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



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
Non-real estate - consumer ........

- commercial business
- agricultural operating

Total adjustable-rate

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

- agricultural real estate
Non-real estate - consumer ........

- commercial business
- agricultural operating

Total fixed-rate

Total loans originated

Purchases:
Real estate- one-to-four-family ...............
- commercial and multi-family ....
Non-real estate - commercial business
- agricultural operating

Total loans ............ccceeeenenn.
Total mortgage-backed securities

Total purchased

Sales and Repayments:
Sales:
Real estate - one- to four-family
Non-real estate - consumer .................
- commercial business

Total loans .........ccccceeevnenn.
Mortgage-backed securities

Total sales

Repayments:
Loan principal repayments ...................
Mortgage-backed securities repayments

Total principal repayments

Total reductions

Increase (decrease) in other items, net

Net increase (decrease) ...

Year Ended September 30,

1997 1998 1999

(In Thousands)

7875 $ 4,356 $ 1,532
4,873 8,543 4,354
- 1,808 1,357
931 745 1,480
9,998 7,459 7,669
27,469 20,905 17,110

51,146 43,816 33,502

7,260 17,775 25,662
4,214 7,756 18,871
2,581 2,576 2,146
23,688 20,172 15,272
19,127 29,437 30,135
27,635 25,716 17,687

84,505 103,432 109,773

135,651 147,248 143,275

-~ 15933 25531

26,766 16,324 42,398
3,053 4290 9,401
- 400 -

29,819 36,947 77,330
16,417 39,409 93,409

46,236 76,356 170,739

3324 5613 270
268 - -

- - 7134

3,592 5,613 7,404
- 5,916 --

3,692 11,529 7,404

144,364 163,435 182,915
7,969 15,713 19,055

152,333 179,148 201,970

155,925 190,677 209,374
370 60 2,119

26,332 $32,987 $106,759




At September 30, 1999, approximately $125.8 million39.7%, 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 Septembget 389. Not included in the following

table are purchased commercial business loangp®8.2 million, over 85% of which are locatedle Company's market area.

One- to Four-Family Com
Loans Mu
Number
of
Location Balance Loans Balan
(Doll

Arizona ...... $ 86 1 $15
Colorado ..... 12 4 4
Florida ...... 11 1 -
lllinois ..... -- -- 3,7
lowa ......... 262 27 3,5
Minnesota .... -- -- 7,6
Missouiri ..... 976 28 1,5
Nebraska ..... 101 9 4,7
New Mexico ... -- -- -
New York ..... 1,493 69 4
North Carolina 18,443 86 --
North Dakota . 38 9 2,0
South Dakota . 378 24 5,3
Washington ... 16,355 58 13,4
Wisconsin ... -- -- 59
Other states . 1,349 65 1,6

Total ...... $39,504 381 $52,1

Percent of

loan portfolio 35.8% 60

mercial and To
Iti-Family Construction Loans
Number Number
of of
ce Loans Balance Loans Bala

ars in Thousands)

89 3 8- - $1,
34 2 1,602 4 2,
- 3,000 1 3,
28 5 -- - 3,
12 6 400 1 4,
65 10 7,358 4 15,
92 6 - - 2,
06 2 1,615 2 6,
- 5,275 1 5,
50 1 -- - 1,
- - -- 18,
29 6 - - 2,
41 9 -- - 5,
91 6 6,740 2 36,
17 9 -- - 5,
57 16 -- -- 3,
11 81  $25,990 15 $117,
7% 91.5% 3

tal Purchased
Loans
Number
of

675 4
048 10
011 2
728 5
174 34
023 14
568 34
422 13
275 1
943 70
443 86
067 15
719 33
586 66
917 9
006 81
605 477
7.1%



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

When a borrower fails to make a required paymentahestate secured loans and consumer loangwithilays after the payment is due,
Company generally institutes collection procedimgsnailing a delinquency notice. The customer istacted again, by written notice or
telephone, when the payment is 45 days past duagaid before 75 days past due. In most casesgdelncies are cured promptly; however,
if a loan has been delinquent for more than 90 dsaftisfactory payment arrangements must be adbei@dthe Company will initiate

foreclosure or repossession.

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

loan will remain on a non-accrual status until liben 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, 1999.

Number Amount

Real Estate:
One- to four-family 19 $ 674
Commercial and multi-family -
Agricultural real estate -

Consumer 33 300

Agricultural operating 4 138

Commercial business 16 469
Total 72 $1,581

Loans Delinquent For:

ys 60-89 Days 90 Day
Percent Percent
of of

Category Number Amount Category Number A

(Dollars in Thousands)

.6% 6 $317 .3% 19

--- 1 490 .6 2

- - - e 1

1.3 10 42 2 24
5 2 78 .3 9

1.6 7 111 4 2

.5% 26 $1,038 .3% 57

Delinquencies 90 days and over constituted .7%taf toans and .4% of total asse

Percent
of
mount Category

$ 613 6%

1,055 1.2
70 7
140 6
285 1.0
75 3

$2,238 7%



The table below sets forth the amounts and categofinon-performing assets in the Company's laatigho. Loans, with some exceptions,
are typically placed on noaeccrual status when the loan becomes 90 days @ detinquent or when the collection of principatlam interes
become doubtful. At September 30, 1999, the Compayfour troubled debt restructurings (which iweal forgiving a portion of interest or
principal on any loans or making loans at a ratéenlly less than that of market rates) totaliriggdmillion, all of which were performing as
agreed. The Company has not had any other troalglbtrestructurings for the periods presentedértable below. Foreclosed assets include
assets acquired in settlement of loans.

September 30,

1995 1996 1997 1998 1999

(Dollars in Thousands)

Non-accruing loans:

One- to four-family ............... $ 127 $ 347 $ 444 $ 298 $ 613
Commercial and multi-family ....... 199 1,623 1,692 777 1,055
Agricultural real estate .......... 46 127 - - 70
CONSUMET ...ooeeiiieiiiaaiiene 206 331 246 142 140
Agricultural operating ............ 100 184 289 1,738 285
Commercial business ............... 48 33 204 209 75
Total non-accruing loans ....... 726 2,645 2,875 3,164 2,238
Accruing loans delinquent
90 days Or Mmore ..........ccc..... - 177 282 3,905
Total non-performing loans ..... 726 2,822 3,157 7,069 2,238
Foreclosed assets:
One- to four-family ............... 48 75 85 19 94
Commercial real estate ............ - - 67 1,324
CONSUMET .. - 8 -- 19 24
Commercial business ............... - 9 4 - 25
Total oo, 48 92 156 1,362 143
Less: Allowance for losses ........ -- 5 -- 299
Total oo, 48 87 156 1,063 143
Total non-performing assets ......... $ 774 $2,909 $3,313 $8,132 $2,381
Total as a percentage of total assets .29% .75% .82% 1.94% AT7%

For the year ended September 30, 1999, gross shiecmme which would have been recorded had theagaruing loans been current in
accordance with their original terms amounted joragmately $148,000, of which none was includethierest income.

Nor-accruing Loans. At September 30, 1999, the Compaay$2.2 million in non-accruing loans, which ditnged .72% of the Company's
gross loan portfolio. At such date, there were awr-accruing loans or aggregate non-accruing loanesié borrower in excess of $500,000 in
net book value, except as described below.

Non-accruing loans at September 30, 1999 includedvarercial real estate participation loan in the antadf $1.0 million secured by a 116
unit apartment complex located in Fitchburg, WisionThis loan is in process of being refinanced iaranticipated to be paid off by March
31, 2000.

The balance of non-accruing agricultural operakiragns declined at September 30, 1999 as a ressitin§ent adherence to underwriting
guidelines on new and renewed loans, diligent cttia efforts, and charge-offs during the period.

Other Loans of Concern. At September 30, 1999¢ttwre loans totaling $3.9 million not includedtie table above where known
information about the possible credit problemsafrbwers caused management to have concern as &bility of the borrower to comply
with the present loan repayment terms. This amoansisted of seven one- to four-family residentiakrtgage loans totaling $312,000, six
commercial business loans totaling $1.0 millionagticultural operating loans totaling $2.4 milliand 12 consumer loans totaling $109,000.

Classified Assets. Federal regulations provideHerclassification of loans and other assets saateht and equity securities considered by
the Office of Thrift Supervision (the "OTS") to bélesser quality as "substandard," "doubtful" loss." An asset is considered "substandard"
if it is inadequately protected by the currentwetth and paying capacity of the obligor or of 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" havefihe weaknesses inherent in those classifiedstandard," with the added characteristic
that the weaknesses present make "collection widiigjion in full,” on the basis of currently exiggifacts, conditions, and values, "highly
guestionable and improbable.” Assets classifietioss" are those considered "uncollectible” andwfh minimal value that their continuance
as assets without the establishment of a speosi leserve is not warranted. The loans held byrgare subject to similar classification



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 partiquriaiblem assets. When assets are classified
as "loss," the Bank is required either to estaldisipecific allowance for losses equal to 100%naf portion of the asset so classified or to
charge-off such amount. The Banks' determinatisrts #he classification of their assets and thewarnof their valuation allowances are
subject to review by their regulatory authoritieho may order the establishment of additional galnar specific loss allowances.

On the basis of management's review of its asae&eptember 30, 1999, the Company had classifiethbof $5.9 million of its assets as
substandard, $142,000 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, economnditions, historical loan loss
experience and other factors that warrant recagniti providing for an adequate loan loss allowance

Current economic conditions in the agriculturalteeof the Company's market area indicate potent@&kness due to historically low
commodity prices. The agricultural economy is atmued to commodity price fluctuations and is gelgeble to handle such fluctuations
without significant problem. However, an extendedi@d of low commodity prices could result in weaks of the Company's agricultural
loan portfolio and could create a need for the Camypto increase its allowance for loan losses tjindocreased charges to provision for loan
losses.

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 diffezamiti be charged-off to the allowance for loandes at the time of transfer. Valuations are
periodically updated by management and if the vdkmines, 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 substalty from the assumptions used in making
the final determination. Future additions to then@any's allowances will be the result of periodiar, property and collateral reviews and
thus cannot be predicted in advar



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

Year Ended September 30,

1995 1996 1997 199 8 1999
(Dollars in Thousands)
Balance at beginning of period .................... $1,650 $2,356  $2,3 79  $2,909
lowa Savings acquisition 132 - -- ---
Security acquisition ...........ccccceveveeeennn. 563 - -- -
Charge-offs:
One-to four-family .........cccccooiieiennins (10 3) (84)
Agricultural operating .......c.ccccceeeeeeennn. (59 5) (1,160)
Commercial and multi-family .................... (35) 2) (29 9) ---
CONSUMET oo . (54) (66) (15 2)  (202)
Commercial business ..........cccoocveieeiinnns (55) 1 7)  (420)
Total charge-offs ......coccovvvvvvveeeee (42) (89) (123) (1,16 6) (1,866)
Recoveries:
CONSUMET .o 17 39
Commercial business 5 8
Commercial and multi-family .........cccooeeeeee.. Ll 2 - -- ---
Agricultural operating .......ccocooeeeeevceeeee. L 24 11 11
Total reCOVeries ...vvvvvveeeiicieneeeeee 26 33 58
Net charge-offs ..o (42) (89) 97) (@113 3) (1,808)
Additions charged to operations ........ccccceeeee. L 250 100 120 1,6 63 1,992
Balance at end of period ........ccocoveveeeeee. Ll $1,650 $2,356 $2,379 $2,9 09 $3,093
Ratio of net charge-offs during the period to avera ge
loans outstanding during the period ............ .~ ... .03% .04% .04% 4 4% .63%
Ratio of net charge-offs during the period to aver age
non-performing assets ......cccccccvvviieeeeneee 5.08%  5.30% 4.46% 215 0% 43.12%

For each of the periods indicated in the table abtw additions charged to operations (proviswridan losses) were relatively constant,
except for fiscal 1998 and 1999. For more infororatn the provision for loan losses, see "ManagémBiscussion and Analysis - Results
of Operations" in the Annual Repa



Percent
of Loans
in Each
Category
to Total
Amount Loans

One- to four-family ........ $172 30.36
Commercial and multi-
family real estate ....... 551 38.92
Agricultural real estate ... 70 3.72
Construction ... . 134 9.47
Consumer . 145 6.89
Agricultural operating ..... 208 6.31
Commercial business ........ 123 4.33
Unallocated ................ 247
Total .....covvenene $ 1,650 100.00
September 30,
1999
Percent
of Loans
in Each
Category
to Total
Amount Loans
(Dollars in Thousands)
One- to four-family ........ $331 35.43%
Commercial and multi-
family real estate ....... 772 27.55
Agricultural real estate ... 114 3.17
Construction 7.32
Consumer .... . 7.52
Agricultural operating ..... 806 9.40
Commercial business ........ 449 9.61
Unallocated ................ 190 ---

September 30,

%

1996 1997
Percent Percent
of Loans of Loans
in Each in Each
Category Category
to Total to Total
Amount  Loans Amount Loans

$235

639
138
59
270
531
271
213

$2,356

(Dollars in Thousand
31.54%  $222 27.75%

34.23 712 28.12
4.45 117 4.41
3.14 106 7.99
8.21 289 10.29
12.21 580 14.51
6.22 277 6.93
- 76

100.00%  $2,379 100.00%

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

1998
Percent
of Loans
in Each
Category
to Total

Amount Loans

s)

$ 257 30.50%
602 23.77
132 3.75
165 11.73
277 9.33

1,024 13.24
324 7.68
128



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, 1999, 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,

1997 1998 1999

(In Thousands)
Investment Securities:
Trust preferred securities(1) ................ $ - $27,256  $26,998

U.S. government securities .... 2,956 757 -
Federal agency obligations .... 65,529 27,015 15,492
Municipal bonds ..........cccccvviiiennnnn. 1,390 1,341 1,387
Equity investments ...........ccccceeeennen. 1,255 1,230 856
Freddie Mac preferred stock .. 336 427 202
Fannie Mae common stock ...................... 94 129 125
Subtotal ......cccoeviiiiiiiie, 71,560 58,155 45,060
FHLB StoCK .....oovvieeiiieiiiieriiecen 5,629 5,506 8,126
Total investment securities and FHLB stock $77,189 $63,661  $53,186
Other Interest-Earning Assets:
Interest bearing deposits in other financial
institutions and Federal Funds sold ....... $12,177 $5,818 $4,208

(1) Within the trust preferred securities preseraidve, there are securities from individual issuleat exceed 10% of the Company's total
equity. The name and the aggregate market valgeaifrities of each individual issuer are as folloagsof September 30, 1999:

PNC Capital Trust $4.8 million
Key Corp Capital | $5.0 million
Huntington Capital Il $4.9 million
Bank Boston Capital Trust IV $4.8 million
BankAmerica Capital Il $4.8 million

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, 1999

After1  After5

Year Years
1Y earor  Through Through After Total Investment
L ess 5 Years 10 Years 10 Years Securities
Car rying  Carrying Carrying Carrying Amortized Market

Va lue Value Value Value Cost Value

(Dollars in Thousands)

Trust preferred securities ............... $ - $ - $ - $26,998 $27,630 $26,998
Municipal bonds 105 959 323 - 1,360 1,387
Federal agency obligations ............... - 4,939 10,553 - 15,923 15,492




$ 105 $ 5,898 $10,876 $26,998 $44,913 $43,877

Total investment securities

Weighted average yield 5.83% 5.60% 6.83% 6.11% 6.22% 6.22%

Mortgage-Backed Securities. The Company's mortdeagied and related securities portfolio consistseatirities issued under government-
sponsored agency programs, including those of @iNtde, Fannie Mae and Freddie Mac. The Companyhalkts Collateralized Mortgage
Obligations ("CMOs"), as well as a limited amouhpdvately issued mortgage pass-through certiisalhe Ginnie Mae, Fannie Mae and
Freddie Mac certificates are modified pass-throungitgage-backed securities that represent undivigtedests in underlying pools of fixed-
rate, or certain types of adjustable-rate, predantly single-family and, to a lesser extent, mfdtiily residential mortgages issued by these
government-sponsored entities. Fannie Mae and kgdédialc generally provide the certificate holdernmaantee 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 issuedtgage pass-through certificates generally provigumrantee as to timely payment of
interest or principal, and reliance is placed andheditworthiness of the issuer, which the Compaoyitors on a regular basis.

CMOs are special types of pass-through debt in lwthie stream of principal and interest paymenttherunderlying mortgages or mortgage-
backed securities is used to create classes wfdreht maturities and, in some cases, amortizatahedules, as well as a residual interest,
with each such class possessing different riskaattaristics. At September 30, 1999, the Company @& Os totaling $95.3 million, all of
which were secured by underlying collateral issueder government-sponsored agency programs oerggtireal estate mortgage loans.
Premiums associated with the purchase of these CM®sot significant, therefore, the risk of sigraht yield adjustments because of
accelerated prepayments is limited. Yield adjustshare encountered as interest rates rise or @éeelinich in turn slows or increases
prepayment rates and affect the average liveseo€MOs.

At September 30, 1999, $130.9 million or 98.1%hef Company's mortgage-backed securities portfaifixed rates of interest and $2.5
million or 1.9% of such portfolio had adjustabléesof interest.

Mortgage-backed securities generally increase tladity of the Company's assets by virtue of theiasce or guarantees that back them, are
more liquid than individual mortgage loans and rbayused to collateralize borrowings or other otlayes of the Company. At September
1999, $98.1 million or 73.5% of the Company's magierbacked securities were pledged to secure woibligations of the Company.

While mortgage-backed securities carry a reduceditcrisk as compared to whole loans, such seeangmain subject to the risk that a
fluctuating interest rate environment, along withey factors such as the geographic distributiothefunderlying mortgage loans, may alter
the prepayment rate of such mortgage loans anéfesti Aoth the prepayment speed, and value, of sachrities. The prepayment risk
associated with mortgage-backed securities is ro@dtperiodically, and prepayment rate assumptioijissted as appropriate to update the
Company's mortgage-backed securities accountingsset/liability reports. Classification of the Quamy's mortgage-backed securities
portfolio as available for sale is designed to mize that risk.

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

September 30,

1997 1998 1999
(In Thousands)

GinNnie Mae .......cocoveeiiieeiieeee $20,925 $42951 $27,886
CMO i 3,832 11,283 95,325
Freddie Mac ........cccoveieiiiiiieeiieee 3,813 2,827 5,791
Fannie Mae .......cccoocveiiinecciniieeee 14,939 4,711 3,934
Privately Issued Mortgage Pass-Through Certificates 916 682 493

Total e $44,425 $62,454  $133,429

The following table sets forth the contractual misies of the Company's mortgagpacked securities at September 30, 1999. Not cereidr
the preparation of the table below is the effeqir@payments, periodic principal repayments andthestable-rate nature of these
instruments.

Due in
A fter 1 After 5 September 30,
Year Years 1999
lYearor T hrough Through After Balance
Less 5 Years 10 Years 10 Years Outstanding
(Dollars in Thousands)

Ginnie Mae .............c..... $ - $ - $ 112 $27,774 $27,886

(6117 @ R -- 9,563 16,597 69,165 95,325

Freddie Mac .................. 110 161 895 4,625 5,791



Fannie Mae ................... - 94 1,594 2,246 3,934
Privately Issued Mortgage

Pass-Through Certificates(1) -- - -- 493 493
Total oo $ 110 $ 9,818 $19,198 $104,303  $133,429
Weighted average yield 10.75% 6.58% 6.66% 6.47% 6.50%

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

At September 30, 1999, the contractual maturity&®% of all of the Company's mortgage-backed $@esinvas in excess of ten years. The
actual maturity of a mortgage-backed security jgcglly less than its stated maturity due to prepapgts of the underlying mortgages.
Prepayments that are different than anticipatetaffitct the yield to maturity. The yield is basgubn the interest income and the
amortization of any premium or discount relatethis mortgagdsacked security. In accordance with generally astkaccounting principle
premiums and discounts are amortized over the astuives of the loans, which decrease and inergdsrest income, respectively. The
prepayment assumptions used to determine the aatoth period for premiums and discounts can sicgnitly affect the yield of the
mortgage-backed security, and these assumptionsaesved periodically to reflect actual prepaynseitithough prepayments of underlying
mortgages depend on many factors, including the tfpnortgages, the coupon rate, the age of mogtgahe geographical location of the
underlying real estate collateralizing the mortgaged general levels of market interest ratesgiffierence between the interest rates on the
underlying mortgages and the prevailing mortgager@st rates generally is the most significant meitgant of the rate of prepayments.
During periods of falling mortgage interest raiéthe coupon rate of the underlying mortgages egsghe prevailing market interest rates
offered for mortgage loans, refinancing generalyréases and accelerates the prepayment of thelyingenortgages and the related
security. Under such circumstances, the Companylraaubject to reinvestment risk because to thenéxthat the Company's mortgage-
backed securities amortize or prepay faster théinipated, the Company may not be able to reintresproceeds of such repayments and
prepayments at a comparable rate.

Sources of Funds

General. The Company's sources of funds are depbsitrowings, amortization and repayment of loangipal (including interest earned on
mortgage-backed securities), interest earned omaturation of investment securities and short-tewestments, and funds provided from
operations.

Borrowings, including Federal Home Loan Bank ("FHLBf Des Moines and Federal Reserve Bank of CluddgRB") advances, reverse
repurchase agreements and retail repurchase agreemmeay be used at times to compensate for sdasahgtions in deposits or deposit
inflows at less than projected levels, may be wsed 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 passkavings, 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 sdmaficantly affected by market conditiol

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

Year E nded September 30,
1997 1998 1999
(Dol lars in Thousands)
Opening balance ............. $ 233,406 $ 246,116 $ 283,858
Deposits .....cccevveveeens 543,824 615,028 608,478
Withdrawals ................. (541,351) (589,176) (599,915)
Interest credited ........... 10,237 11,890 12,359

Ending balance ............. $ 246,116 $ 283,858 $ 304,780




$ 37,742 $ 20,922

15.34% 7.37%

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

Year Ended September 30,

1997 1998 1999
Percent Percent Percent
Amount of Total Amount of Total Amount of Total
(Dollars in Thousands)

Transactions and Savings Deposits:
Commercial Demand ............... $ 5,572 2.26% $ 4,971 1.75% $ 5,681 1.86%
Passbook Accounts 21,562 8.76 18,610 6.56 17,043 5.59
NOW Accounts .......... . 16,408 6.67 16,637 5.86 16,055 5.27
Money Market Accounts .. 11,869 4.82 22,509 7.93 41,905 13.75
Total Non-Certificate ........... 55,411 22.51 62,727 22.10 80,684 26.47
Certificates:
Variable .........ccccoevenne 1,259 51 559 .20 1,253 A1
0.00 - 3.99% ... 202 .08 95 .03 267 .09
4.00 - 5.99% .. 129,409 52.58 130,729 46.05 185,476 60.85
6.00 - 7.99% .. 56,515 22.97 87,940 30.98 37,098 12.17
8.00 - 9.99% 3,320 1.35 1,808 .64 2 .01
Total Certificates .............. 190,705 77.49 221,131 77.90 224,096 73.53
Total Deposits .................. $246,116 100.00% $283,858 100.00% $304,780 100.00%




The following table shows rate and maturity infotioa for the Company's certificates of deposit BSeptember 30, 1999.

0.00- 4.00- 6.00- 8.00- Percent
Variable 3.99% 5.99% 7.99% 9.99% Total of Total

(Dollars in Thousands)

Certificate accounts
maturing in
guarter ending:

December 31, 1999 $ 249 $179 $37,837 $8,944 $2 $47.2 11 21.1%
March 31, 2000 245 8 39,778 4,332 --- 44,3 63 19.8
June 30, 2000 183 -- 40,080 8,558 -- 48,8 21 21.8
September 30, 2000 192 --- 24,521 3,883 -- 285 96 12.8
December 31, 2000 189 --- 10,782 1,625 -- 125 96 5.6
March 31, 2001 85 8 8,048 1,435 -- 95 76 4.3
June 30, 2001 6,729 2,015 - 8,7 44 3.9
September 30, 2001 4,828 1,669 -~ 6,4 97 2.9
December 31, 2001 3,089 229 3,3 18 15
March 31, 2002 3,549 298 -- 3,8 47 1.7
June 30, 2002 1,255 251 -- 15 06 .6
September 30, 2002 1,700 818 - 25 18 1.1
Thereafter 110 72 3,280 3,041 6,5 03 2.9
Total $1,253 $267 $185,476 $37,098 $ 2 $224,0 96 100.0%
Percent of total .56% 12%  82.76% 16.55% .01% 100. 00%

The following table indicates the amount of the @amy's certificates of deposit and other deposit§nbe remaining until maturity as of
September 30, 1999.

Maturity

After  After
3 Months 3to6 6tol2 After

orLess Months Months 12 months Total
(In Thousand;) ---------------
Certificates of deposit less than $100,000 $42,653 $42,436 $66,018 $52,258 $203,365
Certificates of deposit of $100,000 or more 5,930 5,064 6,770 2,967 20,731
Total certificates of deposit $48,583  $47,500 $727-88 $55,225 ?3;52-;1-,—096(1)

(1) Includes deposits from governmental and otlblip entities totaling $6.6 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 investecbasdive interest rate spread, or when the Compl@syres additional capacity to fund loan

demand.

The Company's borrowings historically have consisteadvances from the FHLB of Des Moines uponsiieurity of a blanket collateral
agreement of a percentage of unencumbered loanthamdedge of specific investment securities. Saghrances can be made pursuant to
several different credit programs, each of which iteown interest rate and range of maturitiesSéptember 30, 1999, the Company had
$161.3 million of advances from the FHLB of Des Kes and the ability to borrow up to an additiorzd 8 million. All of the Company's
advances currently carry fixed rates, except a §@line of credit which adjusts daily. At SepteanB0, 1999, advances totaling $48.8
million (including the line of credit) had termstwaturity of one year or less. The remaining $112ilbon had maturities ranging up to 20

years.

From time to time, the Company has offered retgurchase agreements to its customers. These agrtetypically range from 14 days to
five years in term, and typically have been offeirechinimum amounts of $100,000. The proceeds efdHransactions are used to meet cash
flow needs of the Company. At September 30, 1989 Company had approximately $3.0 million of retapurchase agreements outstanc

The Company has also, from time to time, enter&mrieverse repurchase agreements through natioeaibgnized 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 possessidmedadcurities during the period that the reverparshase agreement is outstanding. The
terms of the agreements have typically ranged B86rdays to a maximum of six months. The Companynbagntered into any reverse

repurchase agreements in the past five yi



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

Ye ar Ended September 30,

1997 1998 1999

(In Thousands)

Maximum Balance:

FHLB advances ................... $107,426 $109,766 $161,348

Retail repurchase agreements .... 2,790 4,075 4,322

Other borrowings ................ 2,900 2,100 200
Average Balance:

FHLB advances ................... $ 80,685 $ 95,328 $135,846

Retail repurchase agreements .... 2,285 2,916 3,300

Other borrowings ................ 1,258 557 48

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

At September 30,

1997 1998 1999
(Dollars in Thousands)

FHLB advances ........ccccccvvrveeernieneennns $107,426 $ 85,264 $161,348
Retail repurchase agreements ...............c...... 1,800 4,075 3,021
Other borrowings .........cccceeviiiiieeeeninnne. 2,900 550

Total borrowings ........ccccveevveeineens $112,126 $ 89,889 $164,369
Weighted average interest rate of FHLB advances ... 5.86% 5.91% 5.38%
Weighted average interest rate of retail repurchase
AQreemMEeNtS ....ooooviiiiiieiiieeeeceee e 5.79% 5.71% 5.28%
Weighted average interest rate of other borrowings 5.55% 5.45% %

Subsidiary Activities

The only subsidiaries of the Company are First Fddnd Security. First Federal has one serviceididyy, First Services Financial Limited
("First Services"). At September 30, 1999, thebutk value of First Federal's investment in FirstvEes was approximately $749,000.
Security does not have any subsidiaries.

First Federal organized First Services, its sofeise corporation, in 1983. First Services is lechin Storm Lake, lowa and offers mutual
funds and, in some locations, insurance produdsaanuities. 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 a net loss of $17,00hddiscal 1999.

Regulation

General. First Midwest currently has two wholly-audnsubsidiaries, First Federal, a federally-chadéhrift institution and Security, an
lowa-chartered commercial bank. First Federal i§ext to extensive regulation, supervision and @ration by the OTS, as its chartering
authority and primary federal regulator, and byFeeeral Deposit Insurance Corporation (the "FDI@hich insures its deposits up to
applicable limits. First Federal is a member of /LB System and is subject to certain limited dagan by the FRB. Such regulation and
supervision governs the activities in which anito§bn can engage and the manner in which sudkites are conducted, and is intended
primarily for the protection of the insurance fusld depositors. Security is subject to extensigealegion, supervision and examination by
the lowa Superintendent of Banking (the "ISB") &inel FRB, which are its state and primary federglil&tors, respectively. It is also subject
to regulation by the FDIC, which insures its defsoap to applicable limits. As with First Fedemich regulation and supervision governs the
activities in which it can engage and the mannevhich such activities are conducted and is intdrqatémarily for the protection of the
insurance fund 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 (the "BHCA") and the regulationstbé FRB. As a bank holding
company, First Midwest must file reports with thieB-and such additional information as the FRB nequire, and is subject to regular
inspections by the FRB. First Midwest is subjedt® activity limitations imposed under the BHCAdan general may engage in only those
activities that the FRB has determined to be closshted to banking.

Regulatory authorities have been granted exterisaetion in connection with their supervisory amdorcement activities which a



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 FRBherCongress could have a material impact on Midtvest, First Federal or Security
and their respective operations.

Certain of these regulatory requirements and etiginis are discussed below or elsewhere in thismeot.

Federal Regulation of Financial Institutions. ThESChas extensive authority over the operationawihgs associations. As part of this
authority, First Federal is required to file peimdteports with the OTS and is subject to periaiamination by the OTS and the FDIC. The
last regular OTS examination of First Federal waefeOctober 4, 1999. When these examinationsarducted by the OTS, the examiners
may require First Federal to provide for highergrahor specific loan loss reserves. Security i§estt to similar regulation and oversight by
the ISB and the FRB and was last examined as oiadgri8, 1999.

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 foragiohs of laws and regulations and unsafe or urdpuactices. 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 laadmsinistered by the ISB. Federal savings
associations are also generally authorized to hraationwide whereas lowa chartered banks sucte@si8 are limited to establishing
branches in the counties contiguous to the coutigrevtheir home office is located. At Septemberl®®9, First Federal and Security wer.
compliance with the noted restrictions.

First Federal's general permissible lending limitlbans-to-one-borrower is equal to the greate5if0,000 or 15% of unimpaired capital and
surplus (except for loans fully secured by certaidily marketable collateral, in which case thistlis increased to 25% of unimpaired
capital and surplus). Security is subject to simistrictions. At September 30, 1999, First Feldeeand Security's lending limit under these
restrictions was $5.3 million and $964,000, 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 Gmoweent. As insurer, the FDIC imposes
deposit insurance premiums and is authorized tdwctrexaminations of and to require reporting by@&ihsured institutions. It also may
prohibit any FDIC-insured institution from engagiimgany activity the FDIC determines by regulat@rorder to pose a serious risk to the
SAIF or the BIF. The FDIC also has the authoritynitiate enforcement actions against any FDIC iieduinstitution after giving its primary
federal regulator the opportunity to take suchamtand may terminate the deposit insurance éténines that the institution has engage
unsafe or unsound practices or is in an unsaf@sound condition.

The FDIC's deposit insurance premiums are asséissmeyh a risk-based system under which all insdegabsitory institutions are placed

into one of nine categories and assessed insupan@uMS based upon their level of capital and sug@ry evaluation. The current
assessment rates range from zero to .27% of depBs#k classification of all insured institutiondl be made by the FDIC for each semi-
annual assessment period. Institutions that arkcapltalized and have a high supervisory ratiregsrbject to the lowest assessment rate. At
September 30, 1999, each of First Federal and Bgouet the capital requirements of a "well capiadl” institution and were not subject to
any assessment. See Note 14 of Notes to Consdlifiatancial Statements in the Annual Report.

Prior to the enactment of the legislation recajzitad) the SAIF in 1996, a portion of the SAIF assesnt 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, effectiveadgri, 1997, that assessir
will be limited to 20% of the rate imposed on SAl§sessable deposits until the earlier of Decemhet@9 or when no savings association
continues to exist, thereby imposing a greaterd&u@h SAIF member institutions such as First Féd&rereafter, 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 ispapximately a 6 basis points assessment on SAlBgitspand a 1 basis point assessment on
BIF deposits until BIF insured institutions pantiate fully in the assessment.

Regulatory Capital Requirements. Federally instireghcial institutions, such as First Federal aed8ity, are required to maintain a
minimum level of regulatory capital. These capitajuirements mandate that an institution maintaleast 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 baspilatdo risk-weighted assets ratio of 8%. Capiggjuirements in excess of these standards
may be imposed on individual institutions on a elagease basis. See Note 14 of Notes to Consotidatencial Statements in the Annual
Report.

An FDIC-insured institution's primary federal regtdr is also authorized and, under certain circanmtsts required, to take certain actions
against an "undercapitalized institution" (gengrdkfined to be one with less than either a 4% capital ratio, a 4% Tier 1 risk-basec



capital ratio or an 8% risk-based capital ratiojyAuch institution must submit a capital restaraplan and until such plan is approved by
the OTS may not increase its assets, acquire anogtaution, establish a branch or engage in @&y activities, and generally may not make
capital distributions. The primary federal regutatalso authorized, and with respect to instittis whose capital is further depleted, reqt

to impose additional restrictions that can 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 adverfsetan Company's operations and
profitability. First Midwest shareholders do nowkgreemptive rights, and therefore, if First Midivis directed by the OTS, the FRB or the
FDIC to issue additional shares of Common Stoc&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 onrggs/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 conrettvith the association's mutual to stock conversio

Savings institutions such as First Federal may naagapital distribution without the approval of @& S, provided they notify the OTS 30-
days before they declare the capital distributiod they meet the following requirements: (i) 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 propdglistribution, and (iii) the distribution doestexceed 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 haaayatime been sustained by such bank that equedemed its undivided profits then on
hand, unless (i) the prior approval of the FRB lxesn obtained and (ii) at least twhirds of the shares of each class of stock out@tgrhave
approved the dividend payment. FRB regulations pisbibit the payment of any dividend by a statenber bank without the prior approval
of the FRB if the total of all dividends declaregthe bank in any calendar year exceeds the tbitd net profits for that year combined with
its retained net profits of the previous two cakmngkears (minus any required transfers to a suigpitig a fund for the retirement 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 havest &% of its portfolio assets (as defined by
regulation) in qualified thrift investments on a mtioly average for nine out of every 12 months @alking basis or meet the requirements for
a domestic building and loan association undetrtte¥nal Revenue Code. Under either test, the redussets primarily consist of residential
housing related loans and investments. At SepteBMet999, 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 neweistients and activities to those permissible foh bosavings association and a national
bank. In addition, the association is immediatabfigible to receive any new FHLB borrowings angdubject 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 natidyatk. In addition, it must repay promptly any
outstanding FHLB borrowings, which may result iepayment penalties.

Community Reinvestment Act. Under the CommunityriRestment Act ("CRA"), every FDIC insured institutihas a continuing and
affirmative obligation consistent with safe and sbdbbanking 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 thg@ég of products and services that it believes asé duited to its particular community,
consistent with the CRA. The CRA requires the Om8& the FRB, in connection with the examination wétHederal and Security,
respectively, to assess the institution's reconthi@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 Fetlesas examined for CRA compliance in May 1997 arduBity was examined in June 1999
and both received a rating of "satisfactory."

Bank Holding Company Regulation

General. Bank holding companies such as First Méhaee subject to comprehensive regulation by &B Bnder the BHCA and the
regulations of the FRB. As a bank holding compaiigst Midwest is required to file reports with tRRB and such additional information as
the FRB may require, and is subject to regularénipns by the FRB. The FRB also has extensivereafioent 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, enforcemaetibns may be initiated for violations of
law and regulations and unsafe or unsound prac



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 oba®®B approval before:

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

The BHCA prohibits a bank holding company, 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 idEatifs activities closely related to the
business of banking or managing or controlling lsaflhe 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.

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 caslieinds only to the extent that its net incometli@ 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 comparesk subsidiary is classified as "undercapitalized.

Bank holding companies are required to give the R written notice of any purchase or redemptbits outstanding equity securities if
the gross consideration for the purchase or redempthen combined with the net consideration paidall such purchases or redemptions
during the preceding 12 months, is equal to 10¥%hare of their consolidated net worth. The FRB misapprove such a purchase or
redemption if it determines that the proposal warddstitute an unsafe or unsound practice or weidldte any law, regulation, FRB order,
or any condition imposed by, or written agreemeitih 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 thaegaly 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 associatidBach 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 bytized 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 collaesis 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 stot¢ke FHLB of Des Moines. At
September 30, 1999, the Banks had in the aggr&gatemillion in FHLB stock, which was in complianagh this requirement. For the fisc



year ended September 30, 1999, dividends paidéoffith.B of Des Moines to First Federal and Secudtgled $469,000. Over the past f
calendar years such dividends have averaged 7.28%vere 6.25% for the first three quarters of thkerdar year 1999.

Under federal law the FHLBs are required to provigels for the resolution of troubled savings agg@ns and to contribute to low- and
moderately priced housing programs through dite@h$ or interest subsidies on advances targetemfiomunity investment and low- and
moderate-income housing projects. These contribstimve affected adversely the level of FHLB dimdiepaid and could continue to do so
in the future. These contributions could also havedverse effect on the value of FHLB stock inftiiere. A reduction in value of First
Federal's FHLB stock may result in a correspondéattyction in First Federal's capital.

Federal and State Taxation

Federal Taxation. Savings institutions such ags Fesleral that meet certain definitional teststiegpto the composition of assets and other
conditions prescribed by the Internal Revenue Qdde®86, as amended (the "Code"), are permittegstablish reserves for bad debts and to
make annual additions which may, within specifiedifula limits, be taken as a deduction in computin@gble income for federal income tax
purposes. The amount of the bad debt reserve dedustcomputed under the experience method.

In addition to the regular income tax, corporatjansluding savings banks such as First Federaleigdly are subject to a minimum tax. An
alternative minimum tax is imposed at a minimumrabe of 20% on alternative minimum taxable incomleich is the sum of a corporation's
regular taxable income (with certain adjustments) @x preference items, less any available exemplihe alternative minimum tax is
imposed to the extent it exceeds the corporatiegslar income tax and net operating losses caetffo more than 90% of alternative
minimum taxable income.

To the extent earnings appropriated to a savingk'e®ad debt reserves and deducted for federafriadax 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 dastlends 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, 1999, First Federal's Excessfoptrposes totaled approximately $6.7 million.

First Midwest and its subsidiaries file consolidhfederal income tax returns on a fiscal year hasiisg the accrual method of accounting.
First Midwest and its consolidated subsidiariesehawt 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 entitirged 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 commercigtddl he tax rate is 5%, which may
effectively be increased, in individual cases, pgleation of a minimum tax provision. Taxable ime® under the franchise tax is generally
similar to taxable income under the federal corfiacome tax, except that, under the lowa frarctas, no deduction is allowed for lowa
franchise tax payments and taxable income incluttesest on state and municipal obligations. Irgeom U.S. obligations is taxable under
lowa franchise tax and under the federal corparateme tax.

Taxable income under the lowa corporate incomestaenerally similar to taxable income under théefal corporate income tax, except t
under thdowa tax, no deduction is allowed for lowa incoragr payments; interest from state and municipabalbibns is included in incom
interest from U.S. obligations is excluded fromame; and 50% of federal corporate income tax paysname excluded from income. The
lowa corporate income tax rates range from 6% 6 4&d may be effectively increased, in individuades, by application of a minimum tax
provision. The taxable income for lowa franchiseparposes is apportioned to lowa through the fiseame-factor formula consisting of
gross receipts only.

South Dakota Taxation. First Federal files a Sdskota 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&%§. 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 franctases, bad debt deductions are determined onasie bf actual charge-offs, income from
municipal obligations exempt from federal taxesiacduded in the franchise taxable income, andeltiea deduction allowed for federal
income taxes accrued for the fiscal year. The texmicome 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®me tax but is required to file an
annual report with and pay an annual fee to theeStaDelaware. First Midwest is also subject taanual franchise tax imposed by the State
of Delaware



Competition

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

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

The Company serves Adair, Buena Vista, Calhounh@tida, Pocahontas, Polk and Sac counties i lawd Brookings County in South
Dakota. There are 31 commercial banks, four saviagks, other than First Federal, and one crediturhich compete for deposits and
loans in the First Federal's primary market areaoithwest lowa and eight commercial banks, onéngawank, other than First Federal, and
one credit union which compete for deposits anddda First Federal's market area in South Dakntaddition, there are twelve commercial
banks in Security's primary market area in westreéiowa. First Federal entered the Des Moinesglonarket area as a result of the
acquisition of lowa Savings and competes for dép@sid loans with numerous financial institutiomsated throughout the metropolitan area.

Employees

At September 30, 1999, the Company and its submdihad a total of 130 employees, including 13-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 47, servesSenior Vice President, Treasurer and Chief Fimhficer 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 joinEitst Federal in 1989 as Vice President and Chirdiricial 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 Moineswa, through the Company's lowa Savings Bank divisibthe Bank; and three offices in
West Central lowa through the Company's SecurigyeIBank subsidiary.

The Company owns all of its offices, except for linanch offices located at Storm Lake Plaza, Stoake, lowa and West Des Moines, lowa
as to which the land is leased. The total net hadlee of the Company's premises and equipmentugiimog land, building and leasehold
improvements and furniture, fixtures and equipmanhS$eptember 30, 1999 was $4.8 million. See NateNotes to Consolidated Financial
Statements in the Annual Report.

The Company believes that its current facilitiess @dequate to meet the present and foreseeabls ol Company and the Banks. The
Company has initiated plans to construct two neficed to be located in Urbandale, lowa and SioulsF&outh Dakota. The construction of
these offices is anticipated to be completed duttegfirst quarter of the 2001 fiscal year. In NowNaer 1996, the Company purchased an
existing building located in West Des Moines, lowaMarch 1998, the facility opened as an additiarffice of the lowa Savings Bank
Division of First Federal.

The Bank maintains an on-line data base with aicehbureau, whose primary business is providingy sgcvices to financial institutions. The
net book value of the data processing and comeg@pment utilized by the Company at Septembefl 899 was approximately $302,000.

Item 3. Legal Proceedings



The Company is involved as plaintiff or defendanvarious legal actions arising in the normal cewsits business. While the ultimate
outcome of these proceedings cannot be predictédoeitainty, it is the opinion of management, f@nsultation 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 Securitydolders

No matter was submitted to a vote of security h@diénrough the solicitation of proxies or othemyiduring the quarter ended Septembel
1999.



PART Il
Item 5. Market for Registrant's Common Equity and Related Shareholder Matters
Page 56 of the attached 1999 Annual Report to &bltters is herein incorporated by reference.
Item 6. Selected Financial Data
Page 9 of the attached 1999 Annual Report to Shatets is herein incorporated by reference.
Item 7. Management's Discussion and Analysis or Fancial Condition and Results of Operation
Pages 10 through 21 of the attached 1999 AnnuabfR&pShareholders are herein incorporated byeafz.
ltem 7A. Quantitative and Qualitative Disclosure Alut Market Risk
Pages 16 through 18 of the attached 1999 AnnuabfRepShareholders are herein incorporated byeafz.
Item 8. Financial Statements and Supplementary Data
Pages 22 through 52 of the attached 1999 AnnuabfRepShareholders are herein incorporated byeafz.
Item 9. Changes In and Disagreements With Accountds on Accounting and Financial Disclosure

There has been no Current Report on Form 8-K filgldin 24 months prior to the date of the most ntdmancial statements reporting a
change of accountants and/or reporting disagreenoenany matter of accounting principle or finahstatement disclosure.

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

Information concerning directors of the Companineorporated herein by reference from the Compathsfimitive Proxy Statement for the
Annual Meeting of Shareholders held in January 2@0tbpy of which will be filed not later than 188ys after the close of the fiscal year.

Executive Officers

Information concerning executive officers of then@many are incorporated herein by reference fronCiiapany's definitive Proxy
Statement for the Annual Meeting of Shareholdetsetdeld in January 2000, a copy of which will thedf not later than 120 days after the
close of the fiscal year, and from the informatsat forth under the caption "Executive Officerghaf Company Who Are Not Directors”
contained in Part | of this Form 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% sharehslder required by SEC regulation to
furnish the Company with copies of all Section }6¢ms they file.

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 Septembef 389, all Section 16(a) filing
requirements applicable to its officers, direct@nsl greater than 10 percent beneficial owners s@mgplied with. G. Mark Mickelson filed
late two reports in connection with two acquisisasf First Midwest common stock.

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 Jan2800, a copy of which will be filed not later th420 days after the close of the fiscal
year.



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 28@®py of which will be filed not
later than 120 days after the close of the fisealy

Item 13. Certain Relationships and Related Transa&ns

Information concerning certain relationships amhsactions is incorporated herein by reference trmrCompany's definitive Proxy
Statement for the Annual Meeting of Shareholdetsetdeld in January 2000, a copy of which will thedf not later than 120 days after the
close of the fiscal year.

PART IV

Item 14. Exhibits, Financial Statement Schedules,nal Reports on Form 8-K
(&) The following is a list of documents filed aapof this report:
(1) Financial Statements:
The following financial statements are incorporatgdeference under Part Il, Item 8 of this FormKt0
1. Report of Independent Auditors.
2. Consolidated Balance Sheets as of Septembé&930,and 1998.
3. Consolidated Statements of Income for the YEaded September 30, 1999, 1998 and 1997.
4. Consolidated Statements of Changes in Shareisbiguity for the Years Ended September 30, 12998 and 1997.
5. Consolidated Statements of Cash Flows for trer&Ended September 30, 1999, 1998 and 1997.
6. Notes to Consolidated Financial Statements
(2) Financial Statement Schedules:
All financial statement schedules have been omatethe information is not required under the eglanstructions or is inapplicable.
(3) Exhibits:

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

There were no Form-Ks filed by the Registrant during the three morghigd ended September 30, 19



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, 1999 By: /s/James S. Haahr

Janes S. Haahr
(Duly Authorized Representative)

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

By: /s/James S. Haahr Dat e: Decenber 28, 1999

James S. Haahr, Chairman of the Board
Presi dent and Chief Executive O ficer
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By: [/s/E. \Wayne Cool ey Dat e: Decenber 28, 1999

E. Wayne Cool ey, Director

By: /s/E. Thurman Gaskill Dat e: Decenber 28, 1999
E. Thurman Gaskill, Director
By: /s/Rodney G Milenburg Dat e: Decenber 28, 1999

Rodney G Miil enburg, Director

By: /s/Jeanne Partlow Dat e: Decenber 28, 1999

By: [/s/ G Mark M ckel son Dat e: Decenber 28, 1999

G Mark M ckel son, Director

By: [/s/J. Tyler Haahr Dat e: Decenber 28, 1999
J. Tyler Haahr, Director, Senior Vice
Presi dent, Secretary and Chief Operating
Oficer

By: /s/Donald J. Wnchell Dat e: Decenber 28, 1999
Donald J. Wnchell, Senior Vice
Presi dent Chief Financial Oficer and
Treasurer (Principal Financial and
Accounting O ficer)
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Company Vision and Mission

VISION OF FIRST MIDWEST FINANCIAL, INC.
BUILD THE BEST SUPER-COMMUNITY BANK SYSTEM IN THE M |IDWEST.

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 E FFECTIVELY PROVIDES VALUE- ADDED FINANCIAL
PRODUCTS AND SERVICES THAT BENEFIT OUR CUSTOMERS.

Company Values

CUSTOMER SERVICE

OUTSTANDING INTERNAL AND EXTERNAL CUSTOMER SERVICEARE THE FOUNDATION OF OUR SUCCESS. MEETING
CUSTOMER FINANCIAL NEEDS AND EXCEEDING EXPECTATIONSONTRIBUTE TO CUSTOMER SATISFACTION AND
LONG-TERM RELATIONSHIPS.

CONTINUOUS IMPROVEMENT
WE EMBRACE CHANGE TO IMPROVE THE QUALITY AND PRODUC TIVITY OF OUR PRODUCT OFFERINGS, BUSINESS
OPERATIONS, AND CUSTOMER SERVICE.

GREAT WORK ENVIRONMENT

WE EMBRACE AN ATMOSPHERE OF OPEN COMMUNICATION ANMUTUAL RESPECT WHERE PEOPLE ARE TREATED
FAIRLY, HAVE FULFILLING CAREER OPPORTUNITIES AND CIALLENGES, AND ARE ABLE TO MAKE A DIFFERENCE IN
THE COMMUNITIES WE SERVE.

RESULTS
WE ARE RESULTS ORIENTED. MEETING GOALS ALLOWS THE@MPANY TO EARN A FAIR PROFIT WHILE SERVICING OUR
CUSTOMERS IN AN EFFICIENT AND PROFESSIONAL MANNEI



First Midwest Financial, Inc.

First Federal Savings Bank

of the Midwest Security State Bank
Brookings Federal Bank First Federal Savings Bank lowa Savings Bank
Division Division Divisions

Company Profile

First Midwest Financial, Inc., with assets of $51illion, is the holding company for First FederalvBgs Bank of the Midwest and Security
State Bank. Headquartered in Storm Lake, lowaCihvapany converted from mutual ownership to stockenship in 1993. Its primary
business is marketing financial deposit and loadpcts to meet the needs of retail bank customers.

First Midwest operates under a super-community tmgnghilosophy that allows the Company to acquammercial and savings banks while
preserving its close community interaction. Admiirsive functions, transparent to the customercargralized to enhance the banks'
operational efficiencies and to improve customevise capabilities.

First Federal Savings Bank of the Midwest operatea thrift with three divisions: Brookings FedeBaink, First Federal Savings Bank, and
lowa Savings Bank. Eleven offices support custorireBrookings, South Dakota, and throughout cergral northwest lowa. Plans are
underway to begin construction of two additiondlaafs in the cities of Urbandale, lowa and Siouks;&outh Dakota.

Security State Bank operates as a state-charterathercial bank. It is headquartered in Stuart, lomith two branch offices located in
central lowa.

First Services Financial Limited, a subsidiary o6FFederal Savings Bank, offers discount brokersgyvices and noninsured investment
products through contracts with LaSalle St. Sei@s;itnc., Ameritas Investment Corp., and Centmna&fcial Group. Brookings Service
Corporation, a First Services subsidiary, is a$elivice brokerage operation offering a wide raoigeoninsured investment products through
PrimeVest Investment Center.

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

Banks are members FDIC and Equal Housing Len



Fina ncial Highlights

1999 1998 1997 1996 1995
(Dollars In Thousands Except Per Share Data)
AT SEPTEMBER 30
Total assets $511,213  $418,380 $404,589 $388,008 $264,213
Total loans 303,079 270,286 254,641 243,534 178,552
Total deposits 304,780 283,858 246,116 233,406 171,793
Shareholders' equity 39,771 42,286 43,477 43,210 38,013
Book value per common share (1) $ 1586 $ 1656 $ 16.11 $ 14.81 $ 14.13
Total equity to assets 7.78% 10.11% 10.75% 11.14% 14.39%
FOR THE FISCAL YEAR
Net interest income $13,197 $12,829 $11,946 $10,359 $ 9,405
Net income 2,641 2,785 3,642 2,414(2 ) 3,544
Diluted earnings per share (1) $ 104 $ 103 $ 128 $ 0.90(2 ) $ 1.33
Return on average assets .54% .68% .98% T7%(2 ) 1.31%
Return on average equity 6.35% 6.43% 8.41% 6.22%(2 ) 9.86%
Net yield on interest-earning assets 2.83% 3.26% 3.38% 3.47% 3.63%
Cash earnings (3) $ 3,006 $ 3,150 $ 4,006 $ 2,584(2 ) $ 3,670
Cash earnings per share diluted (1) (3) $ 118 $ 117 $ 140 $ 0.96(2 ) $ 1.39
Cash return on average assets (3) .61% T7% 1.08% .82%(2 ) 1.36%
Cash return on average equity (3) 7.23% 7.27% 9.25% 6.66%(2 ) 10.21%

[GRAPHIC OMITTED -- Bar Graph - Total Assets]

[GRAPHIC OMITTED -- Bar Graph - Total Deposits]

[GRAPHIC OMITTED -- Bar Graph - Net Interest Income

[GRAPHIC OMITTED -- Bar Graph - Net Income]

(1) Amounts reported have been adjusted for theetfor two stock split paid January 2, 1997 infthren 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 their adguyl capital requirement
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Chairman's Letter

To our
Shareholders

Asset growth of 22 percent boosted the Companythadialf billion-dollar milestone, to a record $5illion in assets.

The Company faced challenging business conditiori®99. The economic environment in our agricultywlased markets continues to
impact farmers and main street. Despite hardsbigsearnings per share increased to $1.04, up %08 in 1998. Asset growth of 22
percent boosted the Company past the half billioitad milestone, to a record $511 million in assets

Continued turbulence in agricultural markets igdewit. We remain committed to serving the ag creeltds of our communities. However,
current and projected conditions demand that weelextive. We have upgraded our lending staff, wbtiml our efforts to manage credit
quality, and further diversified our loan portfotio benefit both customers and shareholders. litiaddthe Company proactively increased
the reserve for loan loss to protect future eamming

Deposit growth is a highlight for the Company. Cdeposits rose over 7 percent amidst heightenegetiion in the financial services
industry. Our strategy to lower the Company's cbshoney by increasing demand deposit balancesiking as intended. Demand deposits
increased 44 percent this past year.

On the lending side, the Company benefited fronh liotreased loan volume and improved credit qudliban growth totaled nearly 11
percent for the year. The percentage of loans @rélaan 30 days past due dropped from 6.36 pencdr®98 to 1.59 percent in 1999, while
the percentage of nonperforming loans dropped &8 percent to .73 percent. These positive reautts reflection of our upgraded lend
team and our focus on credit quality.

"We are poised to expand operations, pursue pbdditgrowth, and increase the Company's value i 20@ beyond."

The Company's branding program is taking shapeeasmake adjustments to our product mix and introchese or revamped products to m
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our customers' needs. Timeless Checking, a naljoreadognized packaged account that promotes aellisg and relationship banking, and
the QUICKcard Cash & Check help differentiate wsrfrour competitors. QUICKbank, a 24-hour telephbaeking service, is slated for
introduction during the first half of 2000. Thisditional delivery channel offers our customers apottonvenient option to conduct account
transactions 24 hours a day, seven days a week.

We recognize that our competitors are not jusbtreks across the street. Regulatory changes, aglvamtechnology, and consolidation in
financial services industry have produced fewefedéinces among financial service providers. Custsrhave a choice where to conduct their
financial business. We are actively implementingragional and marketing strategies designed torezghaur competitive position.

First Midwest is committed to profitable growth. Wentinue to seek opportunities to expand our braretwork and to acquire savings
banks, commercial banks, and other relegedsice companies in our geographical area. Intiaddiwe consider dividend and stock repurcl
possibilities. The Company analyzes each capit@rige and capital management strategy carefultydeaking action. We are dedicated to
increasing return on equity that will provide inesed shareholder value for you.

In the spring of 2000, we break ground on the corsibn of two new locations: lowa Savings Banlésvrheadquarters in Urbandale, lowa
and a new office building in Sioux Falls, South D&k Both are prime locations and we anticipaienaly return on our investment in these
expanding markets.

"First Midwest Financial, Inc. is a stronger companday than it was two years ago, and we beliewestock remains an attractive
investment."

For the past three years, we have worked closely r@gulators to ensure our banks are Y2K readynadranoue, Chairperson of the Fec
Deposit Insurance Corporation, stated earlierythar that nearly all federally insured financiatitutions are prepared for the Year 2000.
Only about one quarter of one percent of the fdlyersured institutions have a Y2K supervisoryimgtof less than satisfactory. | am
confident January 1, 2000 will be business as Usudahe Company.

On behalf of the Board of Directors and employ#esnk you for your confidence and support. Firstivest Financial, Inc. is a stronger
company today than it was two years ago, and wievmebur stock remains an attractive investment Wal find, as you read this report,
many signs that you are investing in the right camp We are poised to expand operations, pursiggie growth, and increase the
Company's value in 2000 and beyond. The First Malweam is proudly advancing into the next millemnj dedicated to increasing
shareholder value and enhancing your investment.

Sincerely,

/s JAMES S. HAAHR

JAMES S. HAAHR

Chai rman of the Board,
Presi dent & CEO
Decenber 22, 1999
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Advancing into the next Millennium
Tradition
Ready. Set. Grow.

First Midwest's banks rely on a strong historyraét, customer loyalty, community, and financiaéegth. The Company's founding bank,
First Federal, was established in 1954 to helpl fizcailies buy homes and earn a fair return onrteavings. Today, we still uphold the ideals
of yesterday as we position ourselves for profgajrowth into the next millennium. Our bank struetand mission have expanded to better
meet the changing needs of our customers.

The 1993 conversion to stock ownership was out $tegp in creating a super-community bank systeapit@l raised during the conversion
allows the Company to acquire additional bankskmoedden our branch network. The new structure ffaproved service to our customers,
streamlined operating efficiencies for each bank, greater market potential for the Company.

In 1994, Brookings Federal Bank merged with Fiesti€éral to become part of First Midwest. lowa SasiBgnk joined the Company in 1995,
with Security State Bank following in 1996. Togathse are driven toward one vision: Be the bankhadice for financial services in our
market areas. Employees support this by executing@mpany values each day: Customer Service, Qomis Improvement, Great Work
Environment, and Results.

"The Company began 45 years ago with a small goddigends, $10,000, and a vision. Our goal waprtwvide competitive mortgage lendi
and savings products to meet the needs of our tarsibmers. Today, the banks provide a wide raffi@ancial services that help over
25,000 customers throughout the Midwest. | am pafutie progress, and | am still a loyal custonrat mvestor."”

STANLEY H. HAAHR, FOUNDER AND PAST CHAIRMAN OF THE BOARD
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"We're not just a bank anymore. Today's savvy ensts demand that we offer services beyond traditibank products. We embrace the
challenge and are actively implementing stratedessgned to provide better customer service amictease revenue."

ELLEN MOORE, SENIOR VICE PRESIDENT OF MARKETING AND SALES

Innovation

Exceeding customer

expectations

requires an on-going commitment to excellence. diig way to move ahead of the competition is to erab change and strive toward
continuous improvement in everything we do.

Our employees are empowered to make changes thefitthe Company. Employee ideas saved the Comitenusands of dollars in expel
and added thousands of dollars to revenue thisyeast The implementation of innovative ideas fasteealthy growth.

We look at technology as an opportunity to improue operating efficiencies and to provide 24-hamwige options for our customers. Our
product mix continues to be updated and unitedsacttee company to offer unique solutions for cugtiem

Better than Free

Timeless Checking | Commercial Checking | PhotQUDCKcard Cash & Check | Money Market Accounts ftiieates of Deposit | Savings
Accounts | Mortgage Lending | Commercial LendiAgicultural Lending | Consumer Lending | CrediteLinsurance | Crop Insurance |
Credit Cards | Retirement and Trust Services | RBaderve | Overdraft Protection | Automated GhegHouse Origination | Direct Deposit |
Automatic Payment | Investments(1)

(1) Non traditional bank products offered througtBalle St. Securities, Inc.; Ameritas InvestmentpCdCentral Financial Group; and
Primevest Investment Center are not FDIC insuredane they guaranteed by the banks of First Midweany affiliate.
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"Our customer satisfaction surveys show that a pleentage of current and past customers woutthreeend our bank to a friend. We are
using that feedback to improve our service andtdinually increase customer satisfaction.”

TIM HARVEY, PRESIDENT OF BROOKINGS FEDERAL BANK DIV ISION

Customer Service and Teamwork

The driving force
behind First Midwest is our people. The talentslicktion, and experience they offer establish aptitive advantage for the Company. We
combine individual efforts with teamwork to passjonanilestones on the road of success.

Employees are encouraged to expand their profesisstiils through individual development plans. Thens are tied to the company values
and business plan goals. We believe that trainimgemployees to be their best will encourage thegotthe extra mile for customers.

We strive to develop mutually beneficial partnepshibetween our banks, customers, and the commaniteserve. Employees' financial
knowledge and needs-based approach add genuireteatustomer relationships. Our customer serviee ig simple. We want every
customer to have a positive experience with ouk®awe think customer loyalty is a true measurewfsuccess.
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Results

Our team

follows the motto "Do the Right Things Right." Thatwhy each year we review past performance, @poiat strategies, and develop specific
action plans to achieve our goals. Employees [yaatie in the business planning process so thaealonnel understand how they affect
results. The Company believes that hardworking [@eayporking together toward common goals, drivesuilts. Results are promising as we
proudly advance into the next millennium.

1999 Bank Highlights
FIRST FEDERAL SAVINGS BANK

-- Demand deposit balances
increase 28 percent.

-- Home and commercial loan
volumes grow 44 percent
and 25 percent respectively.

-- Enhanced lending staff provides
additional expertise and improved
loan quality.

SECURITY STATE BANK

-- Earnings increase 7 percent,
a record high.

-- Demand deposit balances grow over 17 percent.

-- Gene Richardson joins the Security State Baakntas President.
IOWA SAVINGS BANK

-- Demand deposit balances grow 187 percent.

-- Loan volume rises 27 percent.

-- Announcement that a new
division headquarters will
be built next year in Urbandale, lowa.

BROOKINGS FEDERAL BANK

-- Enhanced lending staff
provides additional expertise and
improved loan quality.

-- Renovated facilities streamline operations angrbve customer service.

-- Deposit balances increase
12 percent.
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First Midwest Financial, Inc. and Subsidiaries

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,

(IN THOUSANDS, EXCEPT PER SHARE DATA)
Total interest income $

Total interest expense

Net interest income

Provision for loan losses
Net interest income after provision
for loan losses

Total noninterest income

Total noninterest expense

Income before income taxes
Income tax expense

Net income $

Earnings per common and common equivalent 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 year
End of year
Net yield on average interest-earning assets
Ratio of operating expense to average
total assets

Quality Ratios
Non-performing assets to total assets
Allowance for loan losses to non-performing
loans

Capital Ratios
Shareholders' equity to total assets
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

1999 1998 1997 1996
511,213  $418,380 $404,589  $388,008
303,079 270,286 254,641 243,534
178,489 120,610 115,985 109,492
4,133 4,498 4,863 5,001
304,780 283,858 246,116 233,406
164,369 89,888 112,126 106,478
39,771 42,286 43,477 43,210
1999 1998 1997 1996
35373 $32,0569 $29,005 $24,337
22,176 19,230 17,059 13,978
13,197 12,829 11,946 10,359
1,992 1,663 120 100
11,205 11,166 11,826 10,259
1,918 1,875 1,700 1,419
8,645 8,253 7,382 7,568(2
4,478 4,788 6,144 4,110
1,837 2,003 2,502 1,696
2,641 $ 2,785 $ 3,642 $ 2,414(2
107 $ 108 $ 134 $ 0.952
104 $ 103 $ 128 $ 0.90(2
1999 1998 1997 1996
0.54% 0.68% 0.98% 0.77%(
6.35 6.43 8.41 6.22(2
2.55 2.76 2.80 2.83

2.40 2.74 2.78 2.84

2.83 3.26 3.38 3.47

1.80 2.00 2.00 2.40(2

A7 1.94 .82 .75
137.16 41.15 75.36 83.49
7.78 10.11 10.75 11.14

8.65 10.51 11.62 12.44
108.39 110.22 112.00 113.72
3,006 $ 3,150 $ 4,006 2,584(2
118 $ 117 $ 140 $ 0.96(2

.61% T7% 1.08% .829%(
7.23% 7.27% 9.25% 6.66%(
1586 $ 1656 $ 16.11 $ 14.81
052 $ 048 $ 036 $ 0.29
48.24% 44.05% 26.41% 30.90%

13 13 13 12

$264,213
178,552
70,232
1,690
171,793
52,248
38,013

.29

227.27

14.39
13.28

111.35

) $ 3,670
) $ 1.39
2) 1.36%
2)  10.21%

$ 14.13
$ 0.20
14.53%
8

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

(2) Reflects the or-time industr-wide special assessment to recapitalize the Saiegsciation Insurance Fur



(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 '§tiMidwest") is a bank holding company whose primassets are First Federal Savings
Bank of the Midwest ("First Federal") and SecuBtate Bank ("Security"). The Company was incorgadan 1993 as a unitary non-
diversified savings and loan holding company amdSeptember 20, 1993, acquired all of the capitedksof First Federal in connection with
First Federal's conversion from mutual to stockrf@f ownership. On September 30, 1996, the Compangme a bank holding company in
conjunction with the acquisition of Security. Aéiferences to the Company prior to September 2@8B,19&ept where otherwise indicated,
to First Federal and its subsidiary on a consadididasis.

The Company focuses on establishing and maintaipimgrterm relationships with customers, and is cotted to serving the financial

service needs of the communities in its market.arba Company's primary market area includes theviing counties: Adair, Buena Vista,
Calhoun, Ida, Guthrie, Pocahontas, Polk, and Szatéd in lowa, and Brookings county located in eastral South Dakota. The Company
attracts retail deposits from the general publit ases those deposits, together with other borrdweds, to originate and purchase reside
and commercial mortgage loans, to make consumas)@ad to provide financing for agricultural arides commercial business purposes.

The Company's basic mission is to maintain and meghaore earnings while serving its primary maggeg. 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 changesaresttrates.

FINANCIAL CONDITION

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

The Company's total assets at September 30, 1989%84 1.2 million, an increase of $92.8 million,22.2%, from $418.4 million at
September 30, 1998. The increase in assets wa® doe purchase of securities available for satetha increased origination and purchase
of loans during the period. The increase in asgatsfunded by an increase in retail deposits and@aease in advances from the Federal
Home Loan Bank of Des Moines (the "FHLB").

The Company's portfolio of securities availablegale, excluding mortgage-backed securities, deete&13.1 million, or 22.5%, to $45.1
million at September 30, 1999 from $58.2 milliorSaptember 30, 1998. The decrease in securitiéslalesfor sale was the result of
securities that matured, were called or were solthd the period in an amount greater than newrsigquurchases. During fiscal 1999, the
Company sold securities available for sale totafigd.8 million, consisting primarily of governmeadency issued securities that had
appreciated over purchase cost.

The balance in mortgage-backed securities avaifablgale increased by $70.9 million, or 113.4%nfr$62.5 million at September 30, 1998,
to $133.4 million at September 30, 1999. The ireea@sulted from the purchase of fixed-rate moegaarked securities in conjunction with
an investment strategy designed to enhance neestmcome through leverage of the balance sheat acceptable spread to funding cost.
The purchase of mortgage-backed securities wag@gnfinded by proceeds from the maturity, catlsale of other securities available for
sale, advances from the FHLB and increases in swestdeposits.

The Company's portfolio of net loans receivableeased by $32.8 million, or 12.1%, to $303.1 millet September 30, 1999 from $270.3
million at September 30, 1998. The increase ifawts receivable is due to the increased originaind purchase of residential mortgage
loans, the increased purchase of commercial anti-mul
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family real estate loans, and the increased originaf commercial business loans. Constructiomsooer and agricultural-related loan
balances declined as a result of repayments inssxaienew originations during the period.

The balance of customer deposits increased by $&illién, or 7.4%, from $283.9 million at Septem|s£, 1998 to $304.8 million at
September 30, 1999. The increase in deposits eelsiitim management's continued efforts to enhaapesit product design and marketing
programs. Deposit balances increased for noninteezring demand accounts, interbstring transaction accounts and other time osatt
of deposit in the amounts of $709,000, $17.2 milémd $3.0 million, respectively.

The Company's borrowings from the FHLB increase&b§.0 million, or 89.1%, from $85.3 million at Sember 30, 1998 to $161.3 million
at September 30, 1999. The increased borrowings ugxd in the purchase of fixed-rate mortgage-lethskeurities, as noted above, and to
fund growth of the Company's loan portfolio.

Shareholders' equity decreased $2.5 million, 0¥ #® $39.8 million at September 30, 1999 from 344illion at September 30, 1998. The
decrease in shareholders' equity is the resutbskgepurchases during the year, the paymentgf davidends on common stock, and an
increase in net unrealized losses on securitietahl@afor sale.

RESULTS OF OPERATIONS

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

The Company's results of operations are primaglyethdent on net interest income, noninterest inamehe 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 tderest 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 Lichia@d Brookings Service Corporation. Both engagbé
sale of various non-insured investment productstdfically, the Company has not derived signifidganbme as a result of gains on the sale
of securities and other assets. However, durinydlaes ended September 30, 1999, 1998, and 19@8,\gare recorded in the amounts of
$332,000, $399,000, and $217,000, respectivelg,rasult of the sale of securities available foe.sa
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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, 1999 1998 1997
WEIGHTED AVERAGE YIELD ON
Loans receivable 8.09% 8.80% 8.84%
Mortgage-backed securities 6.38 7.15 7.34
Securities available for sale 6.14 6.40 6.41
FHLB stock 6.25 6.75 7.00
Combined weighted average yield on interest- earning assets 7.39 8.13 8.11

WEIGHTED AVERAGE RATE PAID ON

Demand, NOW deposits and Money Market 3.24 3.00 2.61
Savings deposits 2.50 2.48 2.49
Time deposits 5.32 5.80 5.79
FHLB advances 5.38 5.91 5.86
Other borrowed money 5.28 5.68 5.64
Combined weighted average rate paid on inter est-bearing liabilities 4.99 5.39 5.33
Spread 2.40% 2.74% 2.78%

RATE/VOLUME ANALYSIS

The following schedule presents the dollar amotfichanges in interest income and interest expesrsmdjor components of interest-earning
assets and interest-bearing liabilities. It distishes between the increase related to higheramdisty balances and that due to the levels and
volatility of interest rates. For each categorymérest-earning assets and interest-bearingiligisil information is provided on changes
attributable to

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

YEAR ENDED SEPTEMBER 30, 1999 vs. 1998 1998 vs. 1997
INCREASE  INCREASE TOTAL  INCREAS E INCREASE TOTAL
(DECREASE) (DECREASE) INCREASE (DECREAS E) (DECREASE) INCREASE

(IN THOUSANDS) DUE TO VOLUME DUE TO RATE (DECREASE) DUETOVO LUME DUE TO RATE (DECREASE)

INTEREST-EARNING ASSETS

Loans receivable $2,399 $(1,658) $ 741 $ 66 5 $ (43) $ 622
Mortgage-backed securities 4,088 (262) 3,826 1,40 2 (65) 1,337
Securities available for sale (1,276) (72) (1,348) 81 4 293 1,107
FHLB stock 114 (19) 95 ( 2) (10) (12)
Total interest-earning assets $5,325 $(2,011) $3,314 $2,87 9 $ 175 $ 3,054

INTEREST-BEARING LIABILITIES
Demand, NOW deposits and

Money Market $ 587 $ 210 $ 797 $ 10 1 $ 17 $ 118
Savings deposits (65) 10 (55) @ 2 8 4)
Time deposits 997 (665) 332 1,40 3 (67) 1,336
FHLB advances 2,233 (343) 1,890 86 0 (153) 707
Other borrowed money @) (11) (18) 1 8) 32 14

Total interest-bearing liabilities $ 3,745 $ (799) $2,946 $2,33 4 $ (163) $2,171
Net effect on net interest income $ 1,580 $(1,212) $ 368 $ 54 5 $ 338 $ 883
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AVERAGE BALANCES, INTEREST RATES AND YIELDS

The following table presents for the periods intBdathe total dollar amount of interest income fraverage interest-earning assets and the
resultant yields, as well as the interest expensaverage interest-bearing liabilities, expressatti b dollars and rates. No tax equivalent
adjustments have been made. All average balaneegiarterly average balances. Non-accruing loans been included in the table as loans
carrying a zero yield.

YEAR ENDED SEPTEMBER 30, 19 99 1998 1997
AVERAGE IN TEREST AVERAGE INTEREST AVERAGE INTEREST
OUTSTANDING EARNED YIELD OUTSTANDING EARNED YIELD O UTSTANDING EARNED YIELD
(DOLLARS IN THOUSANDS) BALANCE IPAID /RATE BALANCE /PAID /RATE BALANCE /IPAID /RATE

INTEREST-EARNING ASSETS
Loans receivable(1) $285,232 $ 23,796 8.34% $256,482 $23,055 8.99% $249,076 $22,433 9.01%
Mortgage-backed securities 115,784 7,504 6.48 52,722 3,678 6.98 32,618 2,341 7.18
Securities available for sale 58,190 3,604 6.19 78,789 4,952 6.29 65,843 3,845 5.84
FHLB stock 7,278 469 6.44 5,514 374 6.78 5,546 386 6.96
Total interest-earning assets 466,484 $ 8.15%
INTEREST-BEARING LIABILITIES
Demand, NOW deposits and

Money Market $51,778 $ 1,730 3.34% $34,202 $ 933 2.73% $30,398 $ 815 2.68%
Savings deposits 17,528 447 2.55 20,090 502 2.50 20,538 506 2.46
Time deposits 221,873 12,330 556 203,932 11,998 5.88 180,088 10,662 5.92
FHLB advances 135,846 7,483 551 95,328 5,593 5.87 80,685 4,886 6.06
Other borrowed money 3,348 186 5.56 3,473 204 5.87 3,543 190 5.36
Total interest-bearing
liabilities 430,373 $ 22,176 5.15% 357,025 $19,230 5.39% 315,252 $17,059 5.41%
Noninterest-bearing:

Deposits 5,749 5,646 5,619

Liabilities 3,451 5,956 8,320
Total liabilities 439,573 368,627 329,191
Shareholders' equity 41,630 43,295 43,300
Total liabilities and
shareholders' equity $481,203 $411,922 $372,491
Net interest-earning assets $36,111 $ 36,482 $ 37,831
Net interest income $ 13,197 $12,829 $ 11,946
Net interest rate spread 2.43% 2.76% 2.80%
Net yield on average interest-

earning assets 2.83% 3.26% 3.38%
Average interest-earning assets

to average interest-bearing

liabilities 108.39% 110.22% 112.00%

(1) Calculated net of deferred loan fees, loandlists, loans in process and loss reserves.
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COMPARISON OF OPERATING RESULTS FOR THE YEARS ENDED
SEPTEMBER 30, 1999 AND SEPTEMBER 30, 1998

General

Net income for the year ended September 30, 198@dsed $144,000, or 5.2%, to $2,641,000, from8&0D0 for the same period enc
September 30, 1998. The decrease in net inconecteihcreases in the provision for loan lossesramihterest expense, which were
partially offset by increases in net interest ineoamd noninterest income.

Net Interest Incom

Net interest income for the year ended Septembet @D increased by $368,000, or 2.9%, to $13,D@7¢dmpared to $12,829,000 for 1
same period ended September 30, 1998. The indreas¢ interest income reflects an overall incrdagbe balance of average interest-
earning assets during the period. The net yieldvarage earning assets decreased to 2.83% foetival gnded September 30, 1999 from
3.26% for the same period in 1998. The decreasetiyield is primarily due to interest rates rentagngenerally at historically low levels
throughout the period, which resulted in the camithrefinance and repayment of relatively highetding loans and mortgage-backed
securities. These earning assets were replacedgihntbe origination and purchase of loans and ragegbacked securities at comparatively
lower yields. The reduction in yield on earningedssvas partially offset by a reduction in the addnterest-bearing liabilities.

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.

Interest Income

Interest income for the year ended September 3 Ereased $3,314,000, or 10.3%, to $35,373,a06 $32,059,000 for the same period
in 1998. The increase reflects a $2,478,000 inereamterest earned on the portfolio of securigieailable for sale, which increased to
$11,108,000 for the year ended September 30, 1989 $8,630,000 in 1998. The increase in interesirnme from securities resulted from a
higher average securities portfolio balance whicls wartially offset by a lower average yield ongbeurities portfolio during fiscal 1999
compared to 1998. In addition, interest income kigher due to a $741,000 increase in interest daonehe loan portfolio as a result of a
higher average loan portfolio balance which wasigiar offset by a lower average yield during fis@899 compared to 1998.

Interest Expense

Interest expense increased $2,946,000, or 15.3%22d.76,000 for the year ended September 30, ft669$19,230,000 for the same period
in 1998. The increase in interest expense is dircteases in the average outstanding balancencéitle deposits, time deposits, and FHLB
advances during the year ended September 30, Fo@8apared to the same period in 1998. The inclieabe average balance of demand
and time deposits resulted from internal growtthef deposit portfolio. The average balance of FréldBances increased due to borrowing
activity throughout the period used to fund growflihe loan portfolio and the purchase of secigitieailable for sale. The increase in inte
expense was partially offset by lower interestsataid on time deposits and FHLB borrowings dutimgyear ended September 30, 1999 as
compared to the previous year, as market intea¢ss have generally trended downward.

Provision for Loan Losses

The provision for loan losses for the year endguté@erber 30, 1999 was $1,992,000 compared to $06630r the same period in 1998.
Management believes that, based on a detail reefaine loan portfolio, historic loan losses, cutreconomic conditions, and other factors,
the current level of provision for loan losses, &m&lresulting level of the allowance for loan Essreflects an adequate reserve against
potential losses from the loan portfolio.

Current economic conditions in the agriculturalteeof the Company's market area indicate potemtgglkness due to a continuation of
historically low commodity prices. The agricultuesdonomy is accustomed to commodity price flucarastiand 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.
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During recent years, the Company has increasedigmation and purchase of multi-family and comaigirreal estate loans and has
increased its origination of commercial businessit The Company anticipates activity in this tgpkending 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 beuéred in future periods. In addition, the
Company's determination of the allowance for lazssés is subject to review by its regulatory agemaivhich can require the establishment
of additional general or specific allowances.

Noninterest Incom

Noninterest income for the year ended Septembet @ increased $43,000, or 2.3%, to $1,918,00@ $t,875,000 for the same perioc
1998. The increase in noninterest income reflettimerease in loan fees and deposit service chafg®33,000 for fiscal 1999 compared to
the same period in 1998 as a result of increaswtifg activity and increased activity on transattéecounts subject to service charges.
Noninterest income also increased due to an iner@alsrokerage commissions from sales of-insured investment products through First
Federal's subsidiaries and increased as a resalhef gain on sales of foreclosed real estate amdpo a net loss on sales in 1998.
Noninterest income reflects lower net gain on thlesof securities available for sale for fisca®92ompared to 199

Noninterest Expens

Noninterest expense increased by $392,000, or 4%8,645,000 for the year ended September 3® &8pared to $8,253,000 for t
same period in 1998. The increase in nonintergetrese for fiscal 1999 reflects a $491,000 incréasenployee compensation and benefits
expense primarily due to the addition of persoamel the upgrade of expertise in existing posittersupport current and anticipated growth
of the Company. In addition, other noninterest eggeincreased for fiscal 1999 by $123,000 comptrd®98 due primarily to expenses
related to the recruitment of new personnel. Namggt expense for fiscal 1998 included a $300,0@0ge to provision for losses on
foreclosed real estate for which there was no coaigpa charge in fiscal 1999.

Income Tax Expense

Income tax expense decreased by $167,000, or 83%4,837,000 for the year ended September 30, &689$2,004,000 for the same
period in 1998. The decrease in income tax expeflrts the decrease in the level of taxable iredon the period ended September 30,
1999 compared to the same period in 1998.

COMPARISON OF OPERATING RESULTS FOR THE YEARS ENDED
SEPTEMBER 30, 1998 AND SEPTEMBER 30, 1997

General

Net income for the year ended September 30, 198&dsed $857,000, or 23.5%, to $2,785,000, fro4&3000 for the same period enc
September 30, 1997. The decrease in net inconectefn increase in charges to the provision om knd foreclosed real estate losses a
increase in noninterest expense for fiscal 1998pzoed to 1997.

Net Interest Incom

Net interest income for the year ended Septembet @B increased by $883,000, or 7.4%, to $12,8®0¢dmpared to $11,946,000 for 1
same period ended September 30, 1997. The incireast interest income reflects an overall incraasbe balance of average interest-
earning assets during the period. The net yieldw@arage earning assets decreased to 3.26% foetloal gnded September 30, 1998 from
3.38% for the same period in 1997. The decreasetiyield is due to a decline in the ratio of t@aérage interest-earning assets compared tc
total average interest-bearing liabilities andraréase in the average balance of non-accruing ldaring the 1998 period.

Interest Income

Interest income for the year ended September 38 iftreased $3,054,000, or 10.5%, to $32,059,a98 $29,005,000 for the same period
in 1997. The increase reflects a $2,444,000 inergamterest earned on the portfolio of securitieailable for sale, which increased to
$8,630,000 for the year ended
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September 30, 1998, from $6,185,000 in 1997. Theease in interest income from securities resdh@d a higher average securities
portfolio balance and, to a lesser extent, to adrigverage yield on the securities portfolio dyifiscal 1998 compared to 1997. In addition,
interest income increased due to a $622,000 inerieasterest earned on the loan portfolio as altesd a higher average loan portfolio
balance during fiscal 1998 compared to 1997.

Interest Expense

Interest expense increased $2,171,000, or 12.7%4,9¢230,000 for the year ended September 30, t868%$17,059,000 for the same period
in 1997. The increase in interest expense wasdalineteases in the average outstanding balancemédd deposits, time deposits, and Ft
advances during the year ended September 30, t88thared to the same period in 1997. The increa®iaverage balance of demand and
time deposits resulted from internal growth of deposit portfolio. The average balance of FHLB abes increased due to borrowing
activity throughout the period used primarily tméugrowth of the loan portfolio and the purchasseafurities available for sale. The increase
in interest expense was patrtially offset by loweerest rates paid on time deposits and FHLB bdrmgsvduring the year ended Septembe
1998, compared to the previous year, as markaesiteates generally have trended downward.

Provision for Loan Losses

The provision for loan losses for the year endguteSaber 30, 1998 was $1,663,000 compared to $1@0¢d@he same period in 1997.
During 1998, the Company determined that an agdticailloan officer located in a subsidiary branéfice had, through abuse of position,
misrepresentation to management and possibly feawttiprized the disbursement of funds on loansvfich collateral was inadequate. This
mismanagement and possible fraud was discoveradesilt of the Company's routine internal auditpdures. The loan officer involved is
no longer with the Company. A thorough review wag@rmed by the Company of the accounts in whiehlétan officer was involved.
Management believes all loans were identified fbrolv material weaknesses exist and has classHiesktloans accordingly.

Noninterest Incom

Noninterest income for the year ended Septembet @8 increased $174,000, or 10.2%, to $1,875,a00 $1,701,000 for the same per

in 1997. The increase in noninterest income reflactincrease in loan fees and deposit servicgebaf $155,000 for fiscal 1998 compared
to the same period in 1997 as a result of increblsating activity and increased activity on trangacaccounts subject to service charges. In
addition, gain on sales of securities availablestde increased by $182,000 for the year ended:8dyatr 30, 1998 compared to 1997.
Noninterest income was reduced for fiscal 1998 camegbto 1997 due to a decline in brokerage comarissrom sales of ne-insured
investment products through First Federal's subs&h and as a result of an increase in net lossl@s of foreclosed real estate.

Noninterest Expens

Noninterest expense increased by $871,000, or 11@%8,253,000 for the year ended September 3B témpared to $7,382,000 for |
same period in 1997. Noninterest expense for engglapmpensation and benefits, and occupancy anpnegpt expense increased during
fiscal 1998, compared to the same period in 1993, @sult of the full year operation of a new bhaaffice in West Des Moines, lowa. In
addition, noninterest expense reflects a $300,0@0ge to provision for losses on foreclosed re@teprimarily related to a 104 unit
apartment complex located in Madison, Wisconsingctvivas acquired through foreclosure during fisG98.

Income Tax Expense

Income tax expense decreased by $498,000, or 190982,004,000 for the year ended September 3® ®th $2,502,000 for the same
period in 1997. The decrease in income tax expeflets the decrease in the level of taxable iredon the period ended September 30,
1998 compared to the same period in 1997.

ASSET/LIABILITY MANAGEMENT AND MARKET RISK

Qualitative Aspects of Market Risk

As stated above, the Company derives its inconmagriiy from the excess of interest collected oveeriest paid. The rates of interest the
Company earns on assets and pays on liabilitiesrgiy are established contractually for a peribtroe. Market interest rates change over
time. Accordingly, the Company's results of openasi like those of many financial institution holgicompanies and financial institutions,
are impacted by changes in interest rates andhtbeest rate sensitivity of its assets and liabgit The risk associated with changes in interest
rates and the Company's ability to adapt to thhaeges is known as interest rate risk and is thregaoy's significant market risk.
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Quantitative Aspects of Market Risk

In an attempt to manage the Company's exposuteatages in interest rates and comply with appliceddellations, we monitor the
Company's interest rate risk. In monitoring interage risk, we continually analyze and managetass® liabilities based on their payment
streams and interest rates, the timing of theiunités, and their sensitivity to actual or potahtthanges in market interest rates.

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

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

The Company currently focuses lending efforts taln@niginating and purchasing competitively priceljuatable-rate and fixed-rate loan
products with relatively short terms to maturitgngrally 15 years or less. This allows the Compganyaintain 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 loan funding needs. The investment
portfolio is also used in the ongoing managememhaihges to the Company's asset/liability mix, hdntributing to profitability through
earnings flow. The investment policy generally £&ir funds to be invested among various categofisgcurity types and maturities based
upon the Company's need for liquidity, desire toiee a proper balance between minimizing risk &/hilaximizing yield, the need to prov
collateral for borrowings, and to fulfill the Compas asset/liability management goals.

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

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

Net Portfolio Value

The Company uses a net portfolio value ("NPV") apigh to the quantification of interest rate riskisTapproach calculates the difference
between the present value of expected cash flaams &ssets and the present value of expected aag$ filom liabilities, as well as cash
flows from off-balancesheet contracts. Management of the Company's amseigabilities is performed within the contexttbé marketplace
but also within limits established by the Boardifectors on the amount of change in NPV that teptable given certain interest rate
changes.

Presented below, as of September 30, 1999 and k88 ,analysis of the Company's interest rateasskieasured by changes in NPV for an
instantaneous and sustained parallel shift in iblel gurve, in 100 basis point increments, up anard200 basis points. As illustrated in the
table, the Company's NPV is more sensitive to gisate changes than declining rates. This occumsapity because, as rates rise, the market
value of fixed-rate
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loans and mortgage-backed securities declinesadbeth the rate increase and the related slowingegayments on loans. When rates
decline, the Company does not experience a sigmifidése in market value for these loans and mgegasacked securities because borrowers
prepay at relatively higher rates. The value ofGloenpany's deposits and borrowings change in appeigly the same proportion in rising
and falling rate scenarios. The Company experieaceidcrease in interest rate sensitivity at Septerd0, 1999 as compared to the end of
the previous year due primarily to the purchaskxefl-rate mortgage-backed securities in conjumctigth a leveraged growth strategy.

(DOLLARS IN THOUSANDS)

Change in Interest Rate Board Limit At September 30, 1999 At September 30, 1998

(BASIS POINTS) % CHANGE $ CHANGE % CHANGE $ CHANGE % CHA NGE
+200 bp (40)% $(10,919) (25)%  $(2,957) ()%
+100 bp (25) (5,200) (12) (1,477) ©)

0 - — - _— -
- 100 bp (10) 4,441 10 1,115 3
- 200 bp (15) 5,095 12 1,877 4

Certain shortcomings are inherent in the methoahalysis presented in the foregoing tables. Fomgie, although certain assets and
liabilities may have similar maturities or periddsrepricing, 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. isahaditly, certain assets such as adjustable-ratégage loans, have features which restrict
changes in interest rates on a short-term basiswagdthe life of the asset. Further, in the ewdra change in interest rates, prepayments and
early withdrawal levels would likely deviate frofmose assumed in calculating the tables. Finalty afhility of some borrowers to service tt
debt may decrease in the event of an interestnatease. The Company considers all of these faatamonitoring its exposure to interest
rate risk.

Management reviews the OTS measurements and rglagzdeports on NPV and interest rate risk onaatguy 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 conjunetitmNPV measures to identify excessive interats risk.

Asset Quality

It is management's belief, based on informationlalig, that the Company's current asset qualisatisfactory. At September 30, 1999, non-
performing assets, consisting of non-accruing lpansruing loans delinquent 90 days or more, reiate owned, and repossessed consumer
property, totaled $2,381,000, or 0.47% of totab&ssscompared to $8,132,000, or 1.94% of totaltaske the fiscal year ended 1998. The
decrease in non-performing assets during fiscad X8flects management's effort to strengthen tladitgof its loan portfolio through
adherence to written underwriting guidelines, argomg credit review program, and diligent collectipractices.

Liquidity and Sources of Funds

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

Federal regulations require First Federal to maintanimum levels of liquid assets. Currently, FiFederal is required to maintain liquid
assets of at least 4% of the average daily balahoet withdrawable savings deposits and borrowjpmgble on demand in one year or less
during the preceding calendar quarter. Liquid asketpurposes of this ratio include cash, certiane deposits, U.S. Government,
governmental agency, and corporate securities bligiations, unless otherwise pledged. First Fedmaalhistorically maintained its liquidity
ratio at levels in excess of those required. Festeral's regulatory liquidity ratios were 9.1%.,485 and 9.8% at September 30, 1999, 1998
and 1997, respectively.
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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 oterest-bearing deposits, and (v) the objectivatsasset/liability management program.
Excess liquidity is generally invested in intereatning overnight deposits and other short-terneganent agency obligations. If the
Company requires funds beyond its ability to getgetlaem internally, it has additional borrowing aeity with the Federal Home Loan Bank
of Des Moines and has collateral eligible for uséhweverse 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, 1999, 1998 and 1997, the Conapigginated loans totaling $143.3 million, $14¥nilion and $135.7 million,
respectively. Purchases of loans totaled $77.3amjl$36.9 million and $29.8 million during the ys@nded September 30, 1999, 1998 and
1997, respectively. During the years ended Septetel999, 1998 and 1997, the Company purchasetjage-backed securities and other
securities available for sale in the amount of $42#illion, $89.9 million and $67.6 million, respaely.

At September 30, 1999, the Company had outstar@ingnitments to originate and purchase loans ofZ88llion. (See Note 15 of Notes to
Consolidated Financial Statements.) Certificatedepfosit scheduled to mature in one year or less Beptember 30, 1999 total $168.9
million. Based on its historical experience, mamaget believes that a significant portion of suchasits will remain with the Company,
however, there can be no assurance that the Congaaimetain all such deposits. Management belithagtdoan repayment and other sources
of funds will be adequate to meet the Company&skeeable short- and long-term liquidity needs.

The Company has initiated plans to construct twe offices to be located in Urbandale, lowa and SiBalls, South Dakota. The
construction of these offices is anticipated tabmpleted during the first quarter of the 2001dlsear. 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 accdwitiers who continue to maintain their
account with the Bank after the conversion. Theitlgtion account is reduced annually to the exteait eligible account holders have redu
their qualifying deposits. At September 30, 199@, liquidation account approximated $2.7 million.

First Federal and Security are in full compliandthwheir capital requirements. See Note 14 of NateConsolidated Financial Statements
additional information.

Impact of Inflation and Changing Prices

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

Impact of New Accounting Standards

SFAS No. 133 on derivatives will, beginning witlethuarter ended December 31, 2000, require alVatéres to be recorded at fair value in
the balance sheet, with changes in fair value lmoough income. If derivatives are documented afetéfe as hedges, the change in the
derivative fair value will be offset by an equabaige in the fair value of the hedged item. The #dopf SFAS No. 133 is not expected to
have a material impact on the results of operatiorfgiancial condition of the Company.
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YEAR 2000 ISSUES

The Company is aware of the issues associatedtétprogramming code in existing computer systestha year 2000 approaches. The
issue is whether computer systems will properlpgeize date sensitive information when the yeangbka to 2000. Systems that do not
properly recognize such information could geneeateneous data or cause a system to fail. The Caynipaheavily dependent on computer
processing in its business activities and the Y880 issue creates risk for the Company from ustea problems in the Company's
computer system and from third parties whom the gamy uses to process information. Such failureb@fCompany's computer system
and/or third parties computer systems could havaterial impact on the Company's ability to condtgcbusiness.

The Company's primary data processing is provided fmajor third party vendor. This provider hasiadd the Company that it has
completed the renovation of its system to be Y&&02eady, and has provided users of the systemppertunity to test the system for
readiness. The Company has completed testing pfiitsary data processing system for Year 2000 ressdi with satisfactory results.

The Company has performed an assessment of iteahtmomputer hardware and software and, whereatgdths upgraded those systems to
be Year 2000 ready. In addition, the Company haiswed other external third party vendors that pteservices to the Company (i.e. utility
companies, electronic funds transfer providerspaleompanies, insurance providers, loan partiaypatiompanies, and mortgage loan
secondary market agencies), and has receivedicatith letters from these vendors that their systavill be Year 2000 ready on a timely
basis. Testing has been performed with these sepraviders, where possible, to determine their 2880 readiness.

The Company could incur losses if loan paymentsiateyed due to Year 2000 problems affecting sicguift borrowers. The Company is
communicating with such parties to assess thegrness in evaluating and implementing any correatieasures required by them to be Year
2000 ready. To date, the Company has not beeneativis such parties that they do not have plansaicepto address and correct the issues
associated with the Year 2000 problem; howevegssurance can be given as to the adequacy of farchgr to the timeliness of their
implementation. As part of the current credit appigrocess, new and renewed loans are evaluatedias borrower's Year 2000 readiness.

Based on the Company's review of its computer systenanagement believes the direct cost of thed&tien effort to make its systems
Year 2000 ready will be approximately $60,000, diah approximately $40,000 has been incurred. $osks will be charged to expense as
they are incurred.

The Company, as with all financial institutionsshaviewed the possibility of some level of redomtin its deposits during December 1999.
Based on its review, the Company has determinddtteanate sources of funds should be availabteamtain adequate funding throughout
this period.

The Company has developed a Year 2000 contingdaaytipat addresses, among other issues, critieabtipns and potential failures ther:
and strategies for business continuation. Virtuallyf the Company's mission critical systemsaependent upon third party vendors or
service providers, therefore, contingency plantuthe the selection of a new vendor or service plevand the conversion to a new system.
For some systems, contingency plans consist ofjusternal spreadsheet software or reverting touabsystems until system problems can
be corrected.

Although management believes the Company's compuystéems and service providers will be Year 20@@yethere can be no assurance
these systems, or those systems of other compamietich the Company's systems rely, will be fdillgictional in the Year 2000. Such
failure could have a significant adverse impacttenfinancial condition and results of operatiohthe Company.
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FORWARD-LOOKING STATEMENTS

The Company, and its wholly-owned subsidiariestfesleral and Security, may from time to time makitten or oral "forward-looking
statements," including statements contained ffilitg)s 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 "safdor" 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, ar@subject to change based on various factarse &b which are beyond the Company's
control. Such statements address the followingesit®j future operating results; customer growthratehtion; loan and other product
demand; earnings growth and expectations; new ptedund services; credit quality and adequacys#rkes; technology; and our
employees. The following factors, among others]adcoause the Company's financial performance teidihaterially 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 servicdseoa€bmpany 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. Thaerany does not undertake, and expressly disclaipaéent or obligation, to update any
forward-looking statement, whether written or otht 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, 1999 AND 1998

ASSETS
Cash and due from banks
Interest-bearing deposits in other financial in
short-term

Total cash and cash equivalents

Securities available for sale

Loans receivable, net of allowance for loan los
of $3,092,628 in 1999 and $2,908,902 in 1998

Federal Home Loan Bank (FHLB) stock, at cost

Accrued interest receivable

Premises and equipment, net

Foreclosed real estate, net of allowances of $-
$299,532 in 1998

Other assets

Total assets

LIABILITIES AND SHAREHOLDERS' EQUITY

Liabilities
Noninterest-bearing demand deposits
Savings, NOW and money market demand deposits
Other time certificates of deposit

Total deposits
Advances from FHLB
Securities sold under agreements to repurchase
Other borrowings
Advances from borrowers for taxes and insurance
Accrued interest payable
Accrued expenses and other liabilities

Total liabilities

SHAREHOLDERS' EQUITY
Preferred stock, 800,000 shares authorized; non
Common stock, $.01 par value; 5,200,000 shares
2,957,999 shares issued and 2,507,073 shares
September 30, 1999; 2,957,999 shares issued a
shares outstanding at September 30, 1998
Additional paid-in capital
Retained earnings - substantially restricted
Accumulated other comprehensive income,
net of tax of $(1,494,005) in 1999 and $474,3
Unearned Employee Stock Ownership Plan shares
Treasury stock, 450,926 and 404,754 common shar
at September 30, 1999 and 1998, respectively

Total shareholders' equity

Total liabilities and shareholders' equi

1999

1998

$ 1,165,895 $ 908,984

stitutions -
4,208,016 5,818,460
5,373,911 6,727,444
178,489,030 120,609,531
ses
303,078,500 270,286,189
8,125,800 5,505,800
5,046,234 4,968,607
4,770,056 4,048,945
0-in 1999 and
142,901 1,063,317
6,186,320 5,170,562
$511,212,752 $ 418,380,395
$ 5,680,923 $ 4,971,562
75,003,028 57,755,615
224,095,970 221,130,975
304,779,921 283,858,152
161,348,071 85,263,562
3,020,951 4,074,567
- 550,000
422,593 405,218
875,365 834,741
995,103 1,108,592
471,442,004 376,094,832
e issued -- --
authorized;
outstanding at
nd 2,553,245
29,580 29,580
21,305,937 21,330,075
29,352,943 27,985,814
46 in 1998 (2,520,633) 798,820
(167,200) (367,200)
es, at cost,
(8,229,879)  (7,491,526)
39,770,748 42,285,563
ty $511,212,752 $ 418,380,395

The accompanying notes are an integral part oktheasolidated financial statements.
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First Midwest Financial, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED SEPTEMBER 30, 1999, 1998 AND 1997

Interest and dividend income
Loans receivable, including fees
Securities available for sale
Dividends on FHLB stock

Interest expense
Deposits
FHLB advances and other borrowings

Net interest income

Provision for loan losses

Net interest income after provision for loan
losses

Noninterest income
Loan fees and deposit service charges
Gain on sales of securities available for sa
Gain (loss) on sales of foreclosed real esta
Brokerage commissions
Other income

Noninterest expense
Employee compensation and benefits
Occupancy and equipment expense
SAIF deposit insurance premium
Data processing expense
Provision for losses on foreclosed real esta
Other expense

Income before income taxes

Income tax expense

Net income

Earnings per common and common equivalent share
Basic earnings per common share

Diluted earnings per common share

1999 1998
$23,795,796 $23,054,813 $22,4
11,108,170 8,629,761 6,1
468,765 374,220 3
35,372,731 32,058,794 29,0
14,506,472 13,432,454 11,9
7,669,408 5,797,499 5,0
22,175,880 19,229,953 17,0
13,196,851 12,828,841 11,9
1,992,000 1,662,472 1
11,204,851 11,166,369 11,8
1,346,117 1,263,367 1,1
le,net 331,611 398,903 2
te, net 16,513 (33,034) (
79,159 52,479
144,625 193,158 3
1,918,025 1,874,873 1,7
5135672 4,644,809 43
1,158,946 1,133,187 1,0
155,901 143,199 2
378,709 339,385 3
te - 299,532
1,815,730 1,692,728 1,4
8,644,958 8,252,840 7.3
4,477,918 4,788,402 6,1
1,836,786 2,003,520 2,5
$ 2,641,132 $ 2,784,882 $ 3,6
$ 107 $ 108 $
$ 104 $ 103 $

The accompanying notes are an integral part oktheasolidated financial statements.
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First Midwest Financial, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERBQUITY

YEARS ENDED SEPTEMBER 30, 1999, 1998 AND 1997

Commo
Stoc

Balance at September 30, 1996 $19,90

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

Total comprehensive income

Purchase of 248,419 common shares of
treasury stock

Retirement of 3,474 common shares 3

30,000 common shares committed to be
released under the ESOP

Amortization of management recognition
and retention plan common shares and
tax benefit of restricted stock under
the plans

Cash dividends declared on common stock
($.36 per share)

Issuance of 970,978 common shares for
stock dividend declared on common
stock, net of cash paid in lieu of
fractional shares 9,71

Purchase of 7,263 common shares upon
exercise of stock options

Issuance of 41,347 common shares from
treasury stock due to exercise of
stock options

Balance at September 30, 1997 $29,58

n
k

Accumulated

Other
Additional
Paid-in  Retained

Unea rned
Empl oyee

Comprehensive S tock
Income, Owner ship

Capital Earnings Net of Tax Plan Sh ares

5 $20,862,551 $23,748,383 $ 28,698 $(767 ,200)

5)

o

- 3,641,956 -

931,673

35 - -

295,740 - -

93,401 - -

- (961,849) -

(9,710)  (833) -

(257,263) - -

$20,984,754 $26,427,657 $

200 ,000

960,371  $(567 ,200)

Balance at September 30, 1997 $29,58

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

Total comprehensive income

Purchase of 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 at September 30, 1998 $29,58

o

$20,984,754 $26,427,657 $

- 2,784,882 -

(161,551)

454,460 - -
- (1,226,725) -

(109,139) - -

$21,330,075 $27,985,814 $

960,371 $(567 ,200)

200 ,000

798,820 $(367 ,200)




Tre

Balance at September 30, 1996 $ (68

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

Total comprehensive income

Purchase of 248,419 common shares of
treasury stock (4,26

Retirement of 3,474 common shares

30,000 common shares committed to be
released under the ESOP

Amortization of management recognition
and retention plan common shares and
tax benefit of restricted stock under
the plans

Cash dividends declared on common stock
($.36 per share)

Issuance of 970,978 common shares for
stock dividend declared on common
stock, net of cash paid in lieu of
fractional shares

Purchase of 7,263 common shares upon
exercise of stock options (a7

Issuance of 41,347 common shares from
treasury stock due to exercise of

Total
asury Shareholders'
Stock Equity

2,635) $43,209,702

- 3,641,956
4,573,629

8,777)  (4,268,777)
- 495,740

- 93,401

- (961,849)

- (833)

5,445)  (175,445)

8,158) $43,477,004

stock options 76
Balance at September 30, 1997 $(4,35
Balance at September 30, 1997 $(4,35

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

Total comprehensive income

Purchase of 152,226 common shares of
treasury stock 3,27

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 (2

Issuance of 7,600 common shares from
treasury stock due to exercise of
stock options 15

Balance at September 30, 1998 $(7,49

8,158) $43,477,004

- 2,784,882

- (161,551)

2,623,331

1,203) (3,271,203)
- 654,460
- (1,226,725)

1,972)  (21,972)

9,807 50,668

1,526) $42,285,563
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First Midwest Financial, Inc. and Subsidiaries

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERBQUITY (CONTINUED)

YEARS ENDED SEPTEMBER 30, 1999, 1998 AND 1997

Commo
Stoc

Balance at September 30, 1998 $29,58

Comprehensive income (loss):
Net income for the year ended
September 30, 1999
Net change in net unrealized gains
and losses on securities 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 at September 30, 1999 $29,58

Accumulated Unea

Other  Empl
Additional Comprehensive S
n Paid-in  Retained Income, Owner
k  Capital Earnings Netof Tax Plan Sh
0 $21,330,075 $27,985,814 $ 798,820 $(367

o

- 2,641,132 -
- - (3,319,453)
255,220 - - 200

101,634 - -
- (1,274,003) -
(222,026) - -
(158,966) - -

$21,305,937 $29,352,943 $(2,520,633) $(167

rned
oyee
tock
ship
ares

,200)

,000

,200)



Total

Tre asury Shareholders'
Stock Equity
Balance at September 30, 1998 $(7,49 1,526) $42,285,563

Comprehensive income (loss):
Net income for the year ended
September 30, 1999 - 2,641,132
Net change in net unrealized gains
and losses on securities available
for sale, net of reclassification

adjustments and tax effects - (3,319,453)
Total comprehensive income (loss) (678,321)
Purchase of 79,647 common shares of
treasury stock (1,28 9,186) (1,289,186)
30,000 common shares committed to be
released under the ESOP - 455,220

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 39 1,867 169,841
Issuance of 10,424 common shares from

treasury stock for award of stock

under management recognition and

retention plans 15 8,966 -

Balance at September 30, 1999 $(8,22 9,879) $39,770,748

The accompanying notes are an integral part oktheasolidated financial statements.
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First Midwest Financial, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 30, 1999, 1998 AND 1997
1999 1998 1997

Cash flows from operating activities
Net income $ 2,641,132 $ 2,784,882 $ 3,6 41,956
Adjustments to reconcile net income to net cash
from operating activities

Depreciation, amortization and accretion, ne t 1,757,207 973,454 1,0 92,782
Provision for loan losses 1,992,000 1,662,472 1 20,000
Provision for losses on foreclosed real esta te - 299,532 -
Gain on sales of securities available for sa le, net (331,611) (398,903) (2 16,614)
Proceeds from the sales of loans held for sa le 7,403,780 5,613,115 3,5 92,055
Originations of loans held for sale (7,403,780)  (5,613,115) 3,5 92,055)
(Gain) loss on sales of foreclosed real esta te, net (16,513) 33,034 6,722
Net change in
Accrued interest receivable (77,627) 397,502 3 37,062)
Other assets 113,315 46,622 2 23,344
Accrued interest payable 40,624 (231,005) (2 05,719)
Accrued expenses and other liabilities 360,857 (152,159) (2,3 48,712)
Net cash from operating activities 6,479,384 5,415,431 1,9 76,697
Cash flows from investing activities
Net change in interest-bearing deposits in othe r
financial institutions - 200,000 1 00,000
Purchase of securities available for sale (125,354,705) (89,877,636) (67,5 69,576)
Proceeds from sales of securities available for sale 24,791,295 18,280,412 8 04,067
Proceeds from maturities and principal repaymen t of
securities available for sale 37,255,192 67,062,074 61,9 43,630
Loans purchased (77,329,717) (36,947,582) (29,8 19,316)
Net change in loans 42,151,758 18,415,456 18,5 19,590
Proceeds from sales of foreclosed real estate 1,357,430 440,401 93,453
Purchase of FHLB stock (2,620,000) (447,700) (1 04,600)
Proceeds from redemption of FHLB stock -- 571,200 --
Purchase of premises and equipment, net (1,110,859) (227,895) (8 42,423)
Net cash from investing activities (100,859,606) (22,531,270) (16,8 75,175)
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First Midwest Financial, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)
YEARS ENDED SEPTEMBER 30, 1999, 1998 AND 1997

Cash flows from financing activities

Net change in noninterest-bearing demand,
savings, NOW, and money market demand deposit

Net change in other 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 from financing activities

Net change in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Supplemental disclosure of cash flow information
Cash paid during the year for:
Interest
Income taxes

Supplemental schedule of non-cash investing and
financing activities
Loans transferred to foreclosed real estate

1999

1998

$ 17,956,774
2,964,995
278,950,000
(202,865,491)

$ 7,316,146 $ 5
30,426,308 12,1

198,850,000  143,0
(221,012,663) (137,8

(1,053,616) 2,274,567 e
(550,000)  (2,350,000) 1,5
17,375 (44,269) (

(1,274,003)  (1,226,725) (9
169,841 28,696 3
(1,289,186)  (3,271,203) (4,2
93,026,689 10,990,857 13,4
(1,353,533)  (6,124,982) (1.4
6,727,444 12,852,426 14,3

$ 5373911 $ 6,727,444 $ 12,8

$ 22,135,256 $ 19,460,958 $ 17,2
1,919,389 1,795,805 2,4

$ 420501 $ 1679984 $ 1

69,657

The accompanying notes are an integral part oktheasolidated financial statements.
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First Midwest Financial, Inc. and Subsidiaries
Notes to Consolidated Financial Stateme
Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Principles of Consolidation: The consolidated ficiahstatements include the accounts of First Miglvénancial, Inc., a bank holding
company located in Storm Lake, lowa, (the "Compauayitl its wholly-owned subsidiaries which includesEFederal Savings Bank of the
Midwest (the "Bank" or "First Federal"), Securitiafe Bank ("Security"), First Services Financiahltied, which offers brokerage services
and non-insured investment products and Brookiregsi& Corporation. All significant intercompanyldraces and transactions have been
eliminated.

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 andjioh-ally, see "Provision for Loan Losses" dissios in management's discussion and
analysis of financial condition and results of @tems for discussion of risks related to agriaatlioans. The Company accepts deposits
customers in the normal course of business prignarihorthwest and central lowa and eastern SoatkoEa. The Company operates prime

in the banking industry which accounts for morentB@% of its revenues, operating income and asé#tde the Company's chief decision
makers monitor the revenue streams of the variamsp2ny products and services, operations are mdragefinancial performance is
evaluated on a Company-wide basis. Accordinglypaihe Company's banking operations are consideyadanagement to be aggregated in
one reportable operating segment.

Assets held in trust or fiduciary capacity are asgets of the Company and, accordingly, are natded in the accompanying consolidated
financial statements. At September 30, 1999 an®19Gst assets totaled approximately $14,405,0@0$44,165,000, respectively.

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

Certain Significant Estimates: The allowance faridosses, fair values of securities and othenfifa instruments, and stock-based
compensation expense, involve certain significatineates made by management. These estimatesvée®ed by management routinely &
it is reasonably possible that circumstances tkiat at September 30, 1999 may change in the mearfuture and that the effect could be
material to the consolidated financial statements.

Certain Vulnerability Due to Certain Concentratioinagement is of the opinion that no concentratiexist that make the Company
vulnerable to the risk of near-term severe impact.

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

Securities: The Company classifies securities lrgtiol to maturity, available for sale and tradintpgaries. Held to maturity securities are
those which the Company has the positive intentadnility to hold to maturity, and are reported atcaitized cost. Available for sale securities
are those the Company may decide to sell if neéatddjuidity, asset-liability management or otlreasons. Available for sale securities are
reported at fair value, with net unrealized gaind lsses reported as other comprehensive incotes®and as a separate component of
shareholders' equity, net of tax. Trading secwwitiee bought principally for sale in the near teaind are reported at fair value with unrealized
gains and losses included in earnings.

28



Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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 originated iatehded 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.

Loan Servicing Rights: Effective October 1, 199%& €Company adopted Statement of Financial Accogr8iandards ("SFAS") No. 122,
"Accounting for Mortgage Servicing Rights." Thisa&ment changed the accounting for mortgage segvigghts retained by a loan
originator. Under this standard, if the originasetls or securitizes mortgage loans and retainseflaged servicing rights, the total cost of the
mortgage loan is allocated between the loan (withtwel servicing rights) and the servicing rightaséd on their relative fair values. Under
prior practice, all such costs were assigned tdahae. The costs allocated to mortgage serviciglatsi are now recorded as a separate ass
are amortized in proportion to, and over the lifetioe net servicing income. The carrying valu¢haf mortgage servicing rights are
periodically evaluated for impairment. The effetadopting the statement was not material.

Loans Receivable: Loans receivable that managehaexthe intent and ability to hold for the foreddeduture or until maturity or pagff are
reported at their outstanding principal balancgssadd for any charge-offs, the allowance for lt@sses, and any deferred fees or costs on
originated loans and unamortized premiums or distooan purchased loans.

Premiums or discounts on purchased loans are a®mdtid income using the level yield method overrémeaining period to contractual
maturity, adjusted for anticipated prepayments.

Interest income on loans is accrued over the tdriheoloans based upon the amount of principaltanting except when serious doubt exists
as to the collectibility of a loan, in which case taccrual of interest is discontinued. Interespine is subsequently recognized only to the
extent that cash payments are received until, inagement's judgment, the borrower has the abditpdke contractual interest and principal
payments, in which case the loan is returned touatstatus.

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

Allowance for Loan Losses: Because some loans roaparepaid in full, an allowance for loan lossegecorded. The allowance for loan
losses is increased by a provision for loan loskasged to expense and decreased by charge-offsf(rezoveries). 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 underlyindptetal, and current economic conditions. While egement may periodically allocate
portions of the allowance for specific problem |&tnations, the whole allowance is available foy bban charge-offs that occur.

Loans are considered impaired if full principalmierest payments are not anticipated in accordaiittethe 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. @tjpn of the allowance for loan losses is allodateimpaired loans if the value of such loans
is deemed to be less than the unpaid balanceedgthllocations cause the allowance for loan ladssesjuire an increase, such increase is
reported as a component of the provision for lamsés.
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Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Smaller-balance homogeneous loans are evaluatéthp@irment in total. Such loans include residérfitiat mortgage loans secured by one-
to-four family residences, residential constructimains, and automobile, manufactured homes, homi¢yeand second mortgage loans.
Commercial loans and mortgage loans secured by pthperties are evaluated individually for impaémh When analysis of borrower
operating results and financial condition indicétest underlying cash flows of the borrower's basiare not adequate to meet its debt
service requirements, the loan is evaluated fomimpent. Often this is associated with a delayharsall in payments of 90 days or more.
Nonaccrual loans are often also considered impalnegaired loans, or portions thereof, are chammf@when deemed uncollectibl

Foreclosed Real Estate: Real estate propertiesraddgtirough, or in lieu of, loan foreclosure an#ially recorded at fair value at the date of
acquisition, establishing a new cost basis. Anyicéidn to fair value from the carrying value of tiedated loan at the time of acquisition is
accounted for as a loan loss and charged agamstltdwance for loan losses. Valuations are pecaityi performed by management and
valuation allowances are adjusted through a chargecome for changes in fair value or estimatdlingecosts.

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 allowancee#dded, reduces deferred tax assets to the amqetted to be realized.

Premises and Equipment: Land is carried at costdiRgs, furniture, fixtures and equipment are @atrat cost, less accumulated depreciation
and amortization computed principally by using straight-line method over the estimated usefuldligéthe assets ranging from 3 to 40
years. These assets are reviewed for impairmerdr8iAS No. 121 when events indicate the carryingunt may not be recoverab

Employee Stock Ownership Plan: The Company accdantts employee stock ownership plan ("ESOP"adcordance with AICPA
Statement of Position ("SOP") 93-6. Under SOP 98w cost of shares issued to the ESOP, but nallipetated to participants, are presented
in the consolidated balance sheets as a redudtisimaoeholders' equity. Compensation expense @ded based on the market price of the
shares as they are committed to be released @araibn to participant accounts. The differencevieen the market price and the cost of
shares committed to be released is recorded adjastraent to additional paid-in capital. Dividermsallocated ESOP shares are recorded as
a reduction of retained earnings. Dividends on urezhshares are used to reduce the accrued inter@gtrincipal amount 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 acdfid® of subsidiary banks is amortized over 15 gasing the straight-line method. As of
September 30, 1999 and 1998, unamortized goodwélled approximately $4,132,883 and $4,497,81pems/ely. Amortization expense
was $364,932, $364,932 and $363,923 for the yemsceSeptember 30, 1999, 1998 and 1997.

Securities Sold Under Agreements to RepurchaseCBmepany enters into sales of securities undereaggats to repurchase with primary
dealers only, which provide for the repurchaseéhefsame security. Securities sold under agreenmmptachase identical securities are
collateralized by assets which are held in safelkgeip the name of the Bank by the dealers whonged the transaction. Securities sold
under agreements to repurchase are treated asifigarand the obligations to repurchase such sexsiare reflected as a liability. The
securities underlying the agreements remain irafiset accounts of the Company.

Stock Dividends: Common share amounts relatedad&®OP plan, stock compensation plans and earaimdygividends per share are
restated for stock splits and stock dividends,uditig the three-for-two stock split effected in fbem of a 50% stock dividend which was
paid on January 2, 1997.
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Note 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Earnings Per Common Share: Basic earnings per consimare 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 sharestcensidered outstanding. Management recogrétimhretention plan ("MRRP") shai
are considered outstanding for basic earningsqanwn share calculations as they become vestaateDibarnings 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 corefistst income and other comprehensive income. 1Qitvprehensive income
includes the net change in net unrealized gaindaas#s on securities available for sale, netdéassification adjustments and tax effects,

is also recognized as a separate component ofteildees’ equity. The accounting standard that reguieporting comprehensive income first
applies for 1999, with prior information restatedoe comparable.

Stock Compensation: Expense for employee compemsatider stock option plans is based on Accouririgciples Board ("APB") Opinio
25, with expense reported only if options are grdrdelow market price at grant date. If applicadlisclosures of net income and earnings
share are provided as if the fair value methodrfAS No. 123 were used for stock-based compensation.

New Accounting Pronouncements: SFAS No. 133 orvdgvies 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 derivativevélue 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.

Note 2. EARNINGS PER COMMON SHARE

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

YEAR ENDED SEPTEMBER 30, 1999 1998 1997
Basic Earnings Per Common Share:
Numerator
Net income $2,641,132 $2,784,882 $ 3,641,956

Denominator
Weighted average common
shares outstanding 2,510,494 2,646,105 2,822,021

Less: Weighted average unallocated
ESOP shares (41,327) (71,327)  (101,375)

Weighted average common shares
outstanding for basic earnings per
common share 2,469,167 2,574,778 2,720,646

Basic earnings per common share $ 107 $ 108 $ 134
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Note 2. EARNINGS PER COMMON SHARE (CONTINUED)

YEAR ENDED SEPTEMBER 30,

Diluted Earnings Per Common Share
Numerator
Net income

Denominator
Weighted average common shares outstanding
for basic earnings per common share

Add: Dilutive effects of assumed exercises o

stock options and average nonvested MRRP
shares, net of tax benefits

Weighted average common and dilutive potenti
common shares outstanding

Diluted earnings per common share

al

1999 1998 1997
$2,641,132 $2,784,882 $ 3,641,956
2,469,167 2,574,778 2,720,646
79,681 127,862 130,638
2,548,848 2,702,640 2,851,284

$ 104 $ 103 $ 128

Stock options totaling 100,448 shares and 55,5@8eshwere not considered in computing diluted egsiper common share for the years
ended September 30, 1999 and 1997, respectivatgube they were antidilutive.

During the year ended September 30, 1999, the Coynealeemed approximately 3.1% (79,647 shared} doeiginning 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.

Note 3. SECURITIES

Year end securities available for sale were as\ial!

Amort
1999
Debt securities
Trust preferred $ 27,629

Obligations of states and
political subdivisions
U.S. Government and
federal agencies
Mortgage-backed securities
181,513
Marketable equity securities 990

1,360

15,922
136,600

Gross Gross

ized Unrealized Unrealized Fair

Cost Gains Losses Value
975 % 34,696 $ (667,073) $26,9 97,598
,307 37,368 (10,830) 1,3 86,845
, 716 - (430,409) 15,4 92,307
,215 425,464 (3,596,526) 1334 29,153
,213 497,528 (4,704,838) 177,3 05,903
,455 302,168 (109,496) 11 83,127
668 $ 799,696 $(4,814,334) $178/4 89,030
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Note 3. SECURITIES (CONTINUED)

Gross Gross
Amort ized Unrealized Unrealized Fair
1998 Cost Gains Losses Value
Debt securities
Trust preferred $ 27,638 ,030 $ 61,333 $ (443,567) $27,2 55,796
Obligations of states and
political subdivisions 1,307 ,076 34,588 (712) 1,3 40,953
U.S. Government and
federal agencies 26,985 ,523 786,407 (77) 27,7 71,853
Mortgage-backed securities 61,767 ,555 778,961 (92,073) 62,4 54,443
117,698 ,184 1,661,289 (536,428) 118,8 23,045
Marketable equity securities 1,638 ,181 315,815 (167,510) 1,7 86,486
$119,336 365 $ 1,977,104 $ (703,938) $120,6 09,531

The amortized cost and fair value of debt secwritie contractual maturity are shown below. Expeatetlurities may differ from contractual
maturities because borrowers may have the rigbaliaor prepay obligations with or without call prepayment penalties.

SEPTEMBER 30, 19 99

Amortized Fair
Cost Value
Due in one year or less $ 105000 $ 1 05,231
Due after one year through five years 5,923,132 5,8 98,459
Due after five years through ten years 11,254,891 10,8 75,462
Due after ten years 27,629,975 26,9 97,598
44,912,998 43,8 76,750
Mortgage-backed securities 136,600,215 133,4 29,153
$181,513,213  $177,3 05,903

Activities related to the sale of securities avalafor sale and mortgage-backed securities aveifab sale are summarized as follows:

YEARS ENDED SEPTEMBER 30, 1999 1998 1997
Proceeds from sales $24,791,295  $18,280,412 $ 8 04,067
Gross gains on sales 331,611 398,903 2 16,614
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Note 4. LOANS RECEIVABLE, NET

Year end loans receivable were as follows:

1999 1998

One to four family residential mortgage loans:
Insured by FHA or guaranteed by VA $ 107610 $ 2 99,454
Conventional 110,209,779 85,4 99,468
Construction 28,379,330 32,9 89,982
Commercial and multi-family real estate loans 85,793,177 66,8 45,149
Agricultural real estate loans 9,873,850 10,5 36,857
Commercial business loans 29,941,661 21,5 87,249
Agricultural business loans 29,284,440 37,2 33,902
Consumer loans 23,425,672 26,2 38,825
317,015,519 281,2 30,886
Less: Allowance for loan losses (3,092,628) (2,9 08,902)
Undistributed portion of loans in process (10,494,446) (7,7 38,379)
Net deferred loan origination fees (349,945) (2 97,416)
$ 303,078,500 $270,2 86,189

Activity in the allowance for loan losses for theays ended September 30 was as follows:
1998 1997

Beginning balance $2,908,902 $2,379,091 $2,3 56,113
Provision for loan losses 1,992,000 1,662,472 1 20,000
Recoveries 58,240 33,635 25,638
Charge-offs (1,866,514)  (1,166,296) 1 22,660)
Ending balance $3,092,628  $ 2,908,902 $2,3 79,091

Virtually all of the Company's originated loans &wdowa and South Dakota-based individuals an@dmiggtions. The Company's purchased
loans totalled approximately $125,475,000 at Seper80, 1999 and were secured by properties located percentage of total loans, as
follows: 12% in Washington, 6% in North Carolindp%n Minnesota, 3% in lowa, 2% in Wisconsin, 2¥New Mexico, 2% in South Dakor
2% in Nebraska and the remaining 6% in twenty ositgtes. The Company's purchased loans totalledsippately $93,482,000 at
September 30, 1998 and were secured by propevtiateld, as a percentage of total loans, as folld@i in Washington, 5% in Wisconsin,
4% in Minnesota, 2% in New Mexico, 2% in North D&ka2% in South Dakota, and the remaining 8% itesix other states.

The Company originates and purchases commercic¢state loans. These loans are considered by reareay to be of somewhat greater
risk of uncollectibility due to the dependency aname production. The Company's commercial reate$vans include approximately
$13,022,252 and $8,100,000 of loans secured bymgi®mes at September 30, 1999 and 1998, resphctivhe remainder of the
commercial real estate portfolio is diversifiedibglustry. The Company's policy for requiring cadieatl and guarantees varies with the credit-
worthiness of each borrower.

The amount of restructured and related party l@snsf September 30, 1999 and 1998 were not signifidhe amount of non-accruing loans
as of September 30, 1999 and 1998 were $2,238/%863164,000, respectively.
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Note 4. LOANS RECEIVABLE, NET (CONTINUED)

Impaired loans were as follows:

1999 1998
Year end loans with no allowance for loan losses allocated $ 109,461 $ -
Year end loans with allowance for loan losses al located 4,019,156 9 12,629
Amount of the allowance allocated 438,452 2 40,300
Average of impaired loans during the year 3,188,310 6 77,696
Interest income recognized during impairment 206,778 -
Cash-basis interest income recognized - -
Note 5. FORECLOSED REAL ESTATE
Year end foreclosed real estate was as follows:
1999 1998
Foreclosed real estate $ 142901 $ 1,3 62,849
Less: Allowance for foreclosed real estate loss es - (2 99,532)
$ 142901 $ 1,0 63,317

Activity in the allowance for foreclosed real estéisses for the years ended September 30 wali@agso

1999 1998 1997
Balance, beginning of period $ 299,532 $ - % 5,000
Provision for losses on foreclosed real estate - 299,532 -
Less: Losses charged against allowance (299,532) - (5,000)
Balance, end of period $ - $ 299532 $ -

Note 6. LOAN SERVICING

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

1999 1998

Mortgage loan portfolios serviced for FNMA $ 4,941,000 $ 6,7 66,000
Other 11,040,000 4,1 98,000
Total $ 15,981,000 $ 10,9 64,000

Custodial escrow balances maintained in conneetitinthe foregoing loan servicing were approxima®97,074 and $111,000 at Septern
30, 1999 and 1998, respectively.
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Note 7. PREMISES AND EQUIPMENT, NET

Year end premises and equipment were as follows:

1999 1998

Land $ 935289 $ 5 35,233
Buildings 4,858,210 4,6 74,969
Furniture, fixtures and equipment 2,969,748 2,4 50,526
8,763,247 7,6 60,728
Less accumulated depreciation (3,993,191) (3,6 11,783)
$ 4,770,056 $ 4,0 48,945

Depreciation of premises and equipment includesttupancy and equipment expense was $389,748,28358nd $346,444 for the years
ended September 30, 1999, 1998 and 1997.

Note 8. DEPOSITS

Jumbo certificates of deposit in denominations 000 or more was approximately $20,533,000 ddg1$3,000 at year end 1999 and
1998.

At September 30, 1999, the scheduled maturitieguificates of deposit were as follows for therngeanded September 30:

2000 $ 168,871,050
2001 37,302,497
2002 11,320,082
2003 4,882,051
2004 1,554,015
Thereafter 166,275
$ 224,095,970

Note 9. ADVANCES FROM FEDERAL HOME LOAN BANK

At September 30, 1999, advances from the FHLB af Meines with fixed and variable rates ranging frd®6% to 7.82% are required to be
repaid in the year ending September 30 as follows:

2000 $ 53,794,620

2001 8,301,689
2002 11,961,763

2003 1,205,605

2004 6,270,778
Thereafter 79,813,616
$ 161,348,071
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Note 9. ADVANCES FROM FEDERAL HOME LOAN BANK (CONTI NUED)

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 prdagatow or hereafter owned. Hoewer, the Bank and Security have the right to cemmingle
and dispose of the collateral they have assignduet&HLB. Under the agreements, the Bank and 8genust maintain "eligible collateral”
that has a "lending value" at least equal to tequiired collateral amount,” all as defined by theeaments.

At year end 1999 and 1998, the Bank and Securigigeld securities with amortized costs of approxeig$88,067,000 and $41,980,000 and
fair values of approximately $86,741,000 and $4&,630 against specific FHLB advances. In additqralifying mortgage loans of
approximately $107,712,000 and $82,165,000 werdgele as collateral at year end 1999 and 1998.

Note 10. SECURITIES SOLD UNDER AGREEMENTS TO REPURCHASE
Year end securities sold under agreements to rbpsectotaled $3,020,951 and $4,074,567 for 1999 868.

An analysis of securities sold under agreementsparchase is as follows:

YEARS ENDED 1999 1998
Highest month-end balance $ 4,321,674 $ 4,074 ,567
Average balance 3,299,584 2,915 ,614
Weighted average interest rate during the period 5.38% 5.80%
Weighted average interest rate at end of period 5.28% 5.71%

At year end 1999, securities sold under agreentemtpurchase had maturities ranging from 1 to d@thms with a weighted average maturity
of 6 months.

The Company pledged securities with amortized aofsépproximately $6,105,000 and $4,285,000 andvilues of approximately
$6,079,000 and $4,439,000, respectively, at yedrl®89 and 1998 as collateral for securities saltbu agreements to repurchase.

Note 11. OTHER BORROWINGS

Other borrowings at year end 1999 and 1998 combat8-0- and $550,000 of advances from the Fed®eakrve Bank of Chicago. The
advances outstanding at year end 1998 had a 5At&¥est rate and were due October 2, 1998. The @oynpledged securities with
amortized costs of approximately $1,499,000 andvialues of approximately $1,512,000 at year er@B1#5s collateral for other borrowings.
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Note 12. EMPLOYEE BENEFITS

Employee Stock Ownership Plan (ESOP): The Compaaiptains an ESOP for eligible employees who ha08d hours of employment wi
the Bank and who have attained age 21. The ESQBvbed $1,534,100 from the Company to purchase 230shares of the Company's
common stock. Collateral for the loan is the unedrshares of common stock purchased with the loacepds by the ESOP. The loan will
repaid principally from the Bank's discretionanntributions to the ESOP over a period of 8 yeal® ihterest rate for the loan is 8%. Shares
purchased by the ESOP are held in suspense faatiha among participants as the loan is repai@E8xpense of $455,220, $654,460 and
$495,740 was recorded for the years ended Septe3bap99, 1998 and 1997. Contributions of $200,8200,000 and $200,000 were m

to the ESOP during the years ended September 89, 1998 and 1997.

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, normal retirement, or disability receivasduced benefit based on the ESOP's vesting s@hdelifeitures are reallocated among
remaining participating employees, in the same @rign as contributions. Benefits are payable mftirm of stock upon termination of
employment. The Company's contributions to the E&f@Rhot fixed, so benefits payable under the EE®ot be estimated.

ESOP participants are entitled to receive distidng from their ESOP accounts only upon terminatibservice.

For the years ended September 30, 1999, 1998 &% 20,000, 30,000 and 30,000 shares with an agdeagvalue of $15.17, $21.82 and
$16.52 per share, respectively, were committeckteeleased. Also, for the years ended Septembdr9®9, 1998 and 1997, allocated shares
and total ESOP shares reflects 18,540, 8,617 &id 4hares withdrawn from the ESOP by participautits are no longer with the Company,
net of shares purchased for dividend reinvestment.

Year end ESOP shares are as follows:

1999 1998 1997
Allocated shares 168,588 157,128 1 35,745
Unearned shares 25,080 55,080 85,080
Total ESOP shares 193,668 212,208 2 20,825
Fair value of unearned shares $ 319,770 $ 950,130 $1,6 90,965

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

SFAS No. 123, which became effective for stock-dasmmpensation during fiscal years beginning december 15, 1995, requires
proforma disclosures for companies that do not aiefair value accounting method for stock-basatployee compensation for awards
granted in the first fiscal year beginning aftecBmber 15, 1994. Accordingly, the following prof@nmformation presents net income and
earnings per share had the fair value method bseth to measure compensation cost for stock optarspThe exercise price of options
granted is equivalent to the market value of unyiegl stock at the grant date. Accordingly, compénsacost actually recognized for stock
options was $-0- for 1999, 1998 and 1997.
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Note 12. EMPLOYEE BENEFITS (CONTINUED)

The fair value of options granted during 1999, 1888 1997 is estimated using the following weigkagdrage information: risk-free interest
rate of 6.17%, 4.49% and 6.44%, expected life @fyéars, expected dividends of 4.00%, 2.69% an2P2.Per year and expected stock price
volatility of 22%, 20% and 18% per year.

1999 1998 1997
Net income as reported $ 2,641,132 $ 2,784,882 $ 3,6 41,956
Proforma net income $ 2,569,635 $ 2,689,596 $ 3,5 31,215
Reported earnings per common and
common equivalent share
Basic $1.07 $1.08 $1.34
Diluted $1.04 $1.03 $1.28
Proforma earnings per common and
common equivalent share
Basic $1.04 $1.04 $1.30
Diluted $1.01 $1.00 $1.24

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 directofiess and employees and provide them with an afdit equity interest. Options are issued
for 10 year periods, with 100% vesting generallguwdng either at grant date or 48 months aftengdate. At fiscal year end 1999, 124,782
shares were authorized for future grants. Inforomatibout option grants follows.

Number Weighted-a verage
of options exercise price
Outstanding, September 30, 1996 308,706 $8.45
Granted 69,930 17.91
Exercised (51,838) 9.87
Forfeited (1,500) 14.75
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

The weighted-average fair value per option for@migranted in 1999, 1998 and 1997 was $1.54, $ha0154.15. At year end 1999, options
outstanding had a weighted-average remaining fife @0 years and a range of exercise price frori %t $20.13.
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Note 12. EMPLOYEE BENEFITS (CONTINUED)

Options exercisable at year end are as follows.

Nu mber Weighted-average
of opt ions exercise price
1997 269 , 798 $ 8.77
1998 285 ,491 $ 9.54
1999 286 ,650 $10.09

Management Recognition and Retention Plans: Thepaasngranted 10,424, 7,191 and 106,428 (8,986 afhwhmave been forfeited under
terms of the Plan due to termination of serviceysh of the Company's common stock on Septembdri989, May 23, 1994 and September
20, 1993, respectively, to certain officers of Bank pursuant to a management recognition andtreteplan (the "Plan"). The holders of the
restricted stock have all of the rights of a shalédér, except that they cannot sell, assign, pleatdgeansfer any of the restricted stock during
the restricted period. The stock granted in 199%euihe Plan vests as follows: 5,212 shares vedtda 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 $101,634, $-0- and $41,947 was recdaddtese plans for the years ended 1999, 1998 88d. The remaining unamortized
unearned compensation value of the plans at Septedih 1999 and 1998 was $57,332 and $-0-.

Note 13. 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 as reported on the consolidateer&thcome tax return, the Bank was
allowed a special bad debt deduction based oncpe&ge of taxable income (8% for 1996) or on $jgecexperience formulas. The Bank
used the percentage of taxable income method éotathyear ended September 30, 1996. Tax legislagsed in August 1996 now requires
the Bank to deduct a provision for bad debts femarposes based on actual loss experience anptueedhe excess bad debt reserve
accumulated in tax years beginning after Septer®8®et987. The related amount of deferred tax lighithich must be recaptured is
approximately $554,000 and is payable over a s period beginning with the tax year ending Sep&n30, 1999.

The provision for income taxes consists of;

1999 1998 1997

Federal
Current $ 1,690,170 $ 2,012,841 $ 15 99,255
Deferred (90,137)  (230,887) 5 69,133
1,600,033 1,781,954 2,1 68,388

State

Current 250,616 304,679 3 14,712
Deferred (13,863) (83,113) 18,969
236,753 221,566 3 33,681
Income tax expense $ 1,836,786 $ 2,003,520 $ 2,5 02,069
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Note 13. INCOME TAXES (CONTINUED)

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

YEARS ENDED SEPTEMBER 30, 1999 1998 1997
Income taxes at 34% Federal tax rate $ 1,522,000 $ 1,628,000 $ 2,0 89,000
Increase (decrease) resulting from:

State income taxes - net of federal benefit 156,000 146,000 2 20,000
Excess of cost over net assets acquired 124,000 124,000 1 24,000
Excess of fair value of ESOP shares released

over cost 87,000 155,000 1 01,000
Other - net (52,214) (49,480) ( 31,931)
Total income tax expense $ 1,836,786 $ 2,003,520 $ 2,5 02,069

Year end deferred tax assets and liabilities coons$is

1999 1998
Deferred tax assets:
Bad debts $ 570,000 $ 3 75,000
Deferred loan fees 65,000 1 11,000
Net unrealized losses on securities availabl e for sale 1,494,005 -
Allowance for foreclosed real estate losses - 1 18,000
Other items 72,000 46,000
2,201,005 6 50,000
Deferred tax liabilities:
Federal Home Loan Bank stock dividend (452,000) (4 52,000)
Accrual to cash basis (133,000) 1 78,000)
Net unrealized gains on securities available for sale - (4 74,346)
Other (74,000) ( 76,000)
(659,000) (1,1 80,346)
Valuation allowance - -
Net deferred tax asset (liability) $ 1,542,005 $ (5 30,346)

Federal income tax laws provide savings banks aditiitional bad debt deductions through Septembet @87, totaling $6,744,000 for the
Bank. Accounting standards do not require a defeiar liability to be recorded on this amount, whi@bility otherwise would total
$2,300,000 at September 30, 1999 and 1998. If #mk Brere liquidated or otherwise ceases to be k baif tax laws were to change, the
$2,300,000 would be recorded as expense.
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Note 14. CAPITAL REQUIREMENTS AND RESTRICTIONS ON R ETAINED EARNINGS

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

Regulations require First Federal to maintain minimcapital amounts and ratios as set forth beloanégement believes, as of September
30, 1999, that First Federal meets the capital @aggrequirements.

First Federal's actual capital and required capitaunts and ratios are presented below:

Minim um
Require ment
Minimum ToBe W ell
Requirement Capitalize d Under
For Capital Prompt Cor rective
Actua | Adequacy Purposes Action Pro visions
Amount Ratio Amount Ratio Amount Ratio

(DOLLARS IN THOUSANDS)

As of September 30, 1999
Total Capital (to risk

weighted assets) $35,111 12.0% $23,470 8.0% $29,338 10.0%
Tier 1 (Core) Capital

(to risk weighted assets) $32,172 11.0%  $11,735 4.0% $17,603 6.0%
Tier 1 (Core) Capital

(to adjusted total assets) $32,172 7.0%  $18,507 4.0%  $23,134 5.0%
Tier 1 (Core) Capital

(to average assets) $32,172 7.3%  $17,602 4.0%  $22,002 5.0%

As of September 30, 1998
Total Capital (to risk

weighted assets) $33,520 13.2%  $20,396 8.0%  $25,495 10.0%
Tier 1 (Core) Capital

(to risk weighted assets) $31,113 12.2%  $10,198 4.0%  $15,297 6.0%
Tier 1 (Core) Capital

(to adjusted total assets) $31,113 8.3%  $14,959 4.0%  $18,699 5.0%
Tier 1 (Core) Capital

(to average assets) $31,113 8.8%  $14,108 4.0%  $17,635 5.0%

Regulations of the Office of Thrift Supervision linthe amount of dividends and other capital disttions that may be paid by a savings
institution without prior approval of the Office @hrift Supervision. The regulatory restrictiorbiased on a three-tiered system with the
greatest flexibility being afforded to well-capitadd (Tier 1) institutions. First Federal is cuttgra Tier 1 institution. Accordingly, First
Federal can make, without prior regulatory approdestributions during a calendar year up to 10G%saretained net income for the calen
yearto-date plus retained net income for the previmuscalendar years (less any dividends previoualg)pas long as First Federal would
remain well-capitalized, as defined in the Offiderarift Supervision prompt corrective action regtibns, following the proposed
distribution. Accordingly, at September 30, 1998@ximately $1,229,000 of First Federal's retaieathings was potentially available for

distribution to the Company.
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Note 14. CAPITAL REQUIREMENTS AND RESTRICTIONS ON R ETAINED EARNINGS (CONTINUED)

Quantitative measures established by regulati@msure capital adequacy require Security to maimanimum amounts and ratios (set forth
in the table below) of total risk-based capital dinet 1 capital (as defined in the regulations)isti-weighted assets (as defined), and a
leverage ratio consisting of Tier 1 capital (admid) to average assets (as defined). Managembetés as of September 30, 1999, that
Security meets all capital adequacy requirementghioh it is subject.

As of the most recent notification date, the Feldesposit Insurance Corporation categorized Secastwell capitalized under the regulatory
framework for prompt corrective action. To be catgzed as well capitalized Security must maintainimum, Tier 1 risk-based, Tier 1
leverage and total risk-based capital ratios afosét in the table below. There are no conditiongvents since that notification that
management believes have changed the institutategiory. At September 30, 1999, approximately @8Bpf Security's retained earnings
was potentially available for distribution to ther@pany.

Security's actual capital and required capital ameand ratios are presented below:

Minim um
Require ment
Minimum ToBe W ell
Requirement Capitalize d Under
For Capital Prompt Cor rective
Actua | Adequacy Purposes Action Pro visions
Amount Ratio Amount Ratio Amount Ratio

(DOLLARS IN THOUSANDS)

As of September 30, 1999
Total Capital (to risk

weighted assets) $3,890 14.8% $2,107 8.0% $2,634 10.0%
Tier 1 Capital (to risk

weighted assets) $3,670 13.9% $1,053 4.0% $1,580 6.0%
Tier 1 Capital (to

average assets) $3,670 9.4% $1,563 4.0% $1,954 5.0%

As of September 30, 1998
Total Capital (to risk

weighted assets) $3,751 16.7% $1,794 8.0% $2,242 10.0%
Tier 1 Capital (to risk

weighted assets) $3,469 155% $ 897 4.0% $1,345 6.0%
Tier 1 Capital (to

average assets) $3,469 8.8% $1,585 4.0% $1,981 5.0%
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Note 15. COMMITMENTS AND CONTINGENCIES

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

At September 30, 1999 and 1998, loan commitmergsoapnated $33,212,000 and $27,353,000, respegtieatluding undisbursed portio
of loans in process. Loan commitments at Septe®®et999 included commitments to originate fixetkdaans with interest rates ranging
from 6.875% to 8.75% totaling $865,000 and adjustasite loan commitments with interest rates ragdiom 7.75% to 10.25% totaling
$18,391,000. The Company also had commitmentsrithpse adjustable rate loans of $7,056,000 witrést rates ranging from 7.50% to
9.25%, and commitments to purchase $6,900,000éd fiate loans with interest rates ranging fron73%8 to 7.50% as of year end 1999.
Loan commitments at September 30, 1998 includechdtiments to originate fixed-rate loans with inteéneges ranging from 6.50% to
12.50% totaling $6,142,000 and adjustable-rate tmanmitments with interest rates ranging from 8.30%0.25% totaling $9,277,000. The
Company also had commitments to purchase adjustatddoans of $9,934,000 with interest rates nagdriom 7.75% to 9.75%, and
commitments to purchase $2,000,000 in fixed reaedcat 7.45% as of year end 1998. Commitments hvarie disbursed subject to certain
limitations, extend over various periods of timen@rally, unused commitments are canceled upomatigi of the commitment term as
outlined in each individual contract.

The exposure to credit loss in the event of norfieperance by other parties to financial instrumdatscommitments 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 dgedn-balance-sheet instruments.

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

Securities with amortized costs of approximatelg, 958,000 and $7,663,000 and fair values of apprately $11,767,000 and $7,859,000 at
September 30, 1999 and 1998, respectively, wedgptkas collateral for public funds on deposit.

Securities with amortized costs of approximately8%3,000 and $6,557,000 and fair values of apprateéiy $5,865,000 and $6,827,000 at
September 30, 1999 and 1998, respectively, wedgptkas collateral for individual, trust, and estposits.

Under employment agreements with certain executifieers, certain events leading to separation ftbenCompany could result in cash
payments totaling approximately $2,392,000 as pt&uber 30, 1999.

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 courteelultimate disposition of these matters is ngeexed to have a material adverse effect on
the consolidated financial position or results pé@tions of the Company.
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Note 16. OTHER COMPREHENSIVE INCOME (LOSS)

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

Net change in net unrealized gains and losses
on securities available for sale
Unrealized gains (losses) arising during the
Reclassification adjustment for gains
included in net income

Net change in net unrealized gains
and losses on securities available for
Tax effects

Total other comprehensive income (loss)

Note 17. PARENT COMPANY FINANCIAL STATEMENTS

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

CONDENSED BALANCE SHEETS

SEPTEMBER 30, 1999 AND 1998

ASSETS

Cash and cash equivalents
Securities available for sale
Investment in subsidiary banks
Loan receivable from ESOP
Other assets

Total assets

LIABILITIES

Loan payable to subsidiary banks
Accrued expenses and other liabilities

Total liabilities
SHAREHOLDERS' EQUITY

Common stock
Additional paid-in capital
Retained earnings - substantially restricted
Accumulated other comprehensive income,

net of tax of $(1,494,005) in 1999 and $474,34
Unearned Employee Stock Ownership Plan shares
Treasury stock, at cost

Total shareholders' equity

Total liabilities and shareholders' equit

1999 1998

year $

(4,956,193) $ 143685 $ 1,6

(331,611)  (398,903) (2

sale

(5,287,804)  (255,218) 1.4

1,968,351 93,667 5

$ (3,319,453) $ (161,551) $

9

1999

6in 1998
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$ 435,866 $ 1
3,546,100 4,2
38,373,373 40,6

167,200 3
272,713 1

$ 42,795,252 $ 455

$ 2,750,000 $ 3,0
274,504 1

3,024,504 3,2

29,580
21,305,937 21,3
29,352,943 27,9

(2,520,633) 7
(167,200) 3
(8,229,879) (7.4

$ 42,795,252 $ 455




CONDENSED STATEMENTS OF INCOME

YEARS ENDED SEPTEMBER 30, 1999, 1998 AND 1997

Dividend income from subsidiary banks
Interest income
Gain on sales of securities available for sale,

Interest expense
Operating expenses

Income before income taxes and equity in
undistributed net income of subsidiaries

Income tax expense (benefit)
Income before equity in undistributed net
income of subsidiaries

(Distributions in excess of) equity in undistrib
net income of subsidiary banks

Net income

Note 17. PARENT COMPANY FINANCIAL STATEMENTS (CONTI NUED)

1999 1998
$ 2,350,000 $ 2,000,000 $ 6,0
297,447 272,260 1
net 62,466 317,960 2
2,709,913 2,590,220 6,3
210,444 72,581 1
405,076 354,945 3
615,520 427,526 4
2,094,393 2,162,694 5,8
(106,000) 50,000 (
2,200,393 2,112,694 5,9
uted
440,739 672,188 (2,2
$2,641,132 $2,784,882 $3,6
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Note 17. PARENT COMPANY FINANCIAL STATEMENTS (CONTI NUED)
CONDENSED STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 30, 1999, 1998 AND 1997

1999 1998 1997

Cash flows from operating activities
Net income $ 2,641,132 $ 2,784,882 $ 3,6 41,956
Adjustments to reconcile net income to
net cash from operating activities
Distribution in excess of (equity in
undistributed) net income of subsidiary

banks (440,739) (672,188) 2,2 94,821
Amortization of recognition and retention
plan 101,634 - 41,947
Gain on sales of securities available for sale,
net (62,466) (317,960) 2 16,614)
Change in other assets (38,470) 174,711 (2 45,225)
Change in accrued expenses and other
liabilities 94,617 142,705 6 11,711)
Net cash from operating activities 2,295,708 2,112,150 4,9 05,174
Cash flows from investing activities
Purchase of securities available for sale (1,626,721)  (5,150,000) (2 31,000)
Proceeds from sales of securities available
for sale 2,155,709 2,195,509 8 04,067
Repayments on loan receivable from ESOP 200,000 200,000 2 00,000
Net cash from investment activities 728,988 (2,754,491) 7 73,067

Cash flows from financing activities
Proceeds from loan payable to subsidiary

banks 1,150,000 4,550,000 -
Repayments on loan payable to subsidiary
banks (1,450,000)  (1,500,000) -
Cash dividends paid (1,274,003)  (1,226,725) 9 62,682)
Proceeds from exercise of stock options 169,841 28,696 3 35,991
Purchase of treasury stock (1,289,186)  (3,271,203) 4,2 68,777)
Net cash from financing activities (2,693,348)  (1,419,232) 4,8 95,468)
Net change in cash and cash equivalents 331,348 (2,061,573) 7 82,773
Cash and cash equivalents at beginning of year 104,518 2,166,091 1,3 83,318
Cash and cash equivalents at end of year $ 435866 $ 104,518 $ 2,1 66,091

Supplemental disclosure of cash flow information
Cash paid during the year for interest $ 210444 $ 72581 $ 1 32,014

The extent to which the Company may pay cash didde¢o shareholders will depend on the cash cuyramailable at the Company, as well
as the ability of the subsidiary banks to pay divids to the Company (see Note 14).
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Note 18. SELECTED QUARTERLY FINANCIAL DATA (UNAUDIT ED)

QUARTER ENDED

Decemb er31 March 31 June 30  Septem ber 30

Fiscal year 1999:
Total interest income $ 8,76 1,124 $ 8,585,259 $ 8,842,903 $ 9,1 83,445
Total interest expense 5,34 2,257 5,472,837 5,577,855 5,7 82,931
Net interest income 3,41 8,867 3,112,422 3,265,048 34 00,514
Provision for loan losses 24 3,000 358,000 299,000 1,0 92,000
Net income 90 8,517 759,500 756,673 2 16,442

Earnings per common and
common equivalent share

Basic $ 37 0% 31 0% 31 08 .09
Diluted $ 36 % 30 % 30 0§ .09
Fiscal year 1998:

Total interest income $ 7,89 4,734 $7,839,781 $ 7,996,291 $ 8,3 27,988

Total interest expense 4,71 2,639 4,622,771 4,815,319 5,0 79,224

Net interest income 3,18 2,095 3,217,010 3,180,972 3,2 48,764

Provision for loan losses 3 5,000 1,345,000 55,000 2 27,472
Net income 98 9,055 46,316 893,056 8 56,455

Earnings per common and
common equivalent share

Basic $ .38 $ 02 % 35 % .34
Diluted $ .36 $ 02 % 33 % .32
Fiscal year 1997:
Total interest income $ 7,305 ,929 $6,882,095 $ 7,331,501 $ 7,4 85,150
Total interest expense 4,288 ,793 3,973,985 4,356,367 4,4 39,912
Net interest income 3,017 ,136 2,908,110 2,975,134 3,0 45,238
Provision for loan losses 30 ,000 30,000 30,000 30,000
Net income 953 ,216 849,539 912,504 9 26,697

Earnings per common and

common equivalent share

Basic $ .34 $ 31 $ 34 3 .35
Diluted $ .33 $ 29 % 33 3 .33




Note 19. FAIR VALUES OF FINANCIAL INSTRUMENTS

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 1998, as more fully described below. ludhbe 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, 1999
and 1998. This information is presented solelycfampliance with SFAS No. 107 and is subject to geaover time based on a variety of
factors.

1999 1998
Carr ying Estimated Carrying Est imated
Am ount Fair Value Amount Fair Value
SELECTED ASSETS:
Cash and cash equivalents $ 5,373 911 $ 5,374,000 $ 6,727,444 $ 6,7 27,000
Securities available for sale 178,489 ,030 178,489,000 120,609,531 120,6 10,000
Loans receivable, net 303,078 ,500 302,980,000 270,286,189 273,0 96,000
FHLB Stock 8,125 ,800 8,126,000 5,505,800 55 06,000
Accrued interest receivable 5,046 234 5,046,000 4,968,607 4,9 69,000
SELECTED LIABILITIES:
Noninterest bearing demand
deposits (5,680 ,923) (5,681,000) (4,971,562) (4,9 72,000)
Savings, NOW and money
market demand deposits (75,003 ,028) (75,003,000) (57,755,615) (57,7 56,000)
Other time certificates of
deposit (224,095 ,970) (224,027,000) (221,130,975) (222,8 07,000)
Total deposits (304,779 ,921) (304,711,000) (283,858,152) (285,5 35,000)
Advances from FHLB (161,348 ,071) (159,253,000) (85,263,562) (87,3 60,000)
Securities sold under
agreements to repurchase (3,020 ,951) (3,026,000) (4,074,567) 4,0 95,000)
Other borrowings - - (550,000) 5 50,000)
Advances from borrowers
for taxes and insurance (422 ,593) (423,000) (405,218) (4 05,000)
Accrued interest payable (875 ,365) (875,000) (834,741) (8 35,000)
OFF-BALANCE-SHEET INSTRUMENTS:
Loan commitments (33,212 ,000) - (27,353,000) -
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Note 19. FAIR VALUES OF FINANCIAL INSTRUMENTS (CONT INUED)

The following sets forth the methods and assumptieged in determining the fair value estimatesferCompany's financial instruments at
September 30, 1999 and 1998.

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

Loans Receivable, Net: The fair value of loans inad®e, 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 ¢amd and discounted at a target rate
at which similar loans would be made to borrowersfaSeptember 30, 1999 and 1998. 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 deterchime follows: (i) for noninterest bearing demangatgts, savings, NOW and money mai
demand deposits, since such deposits are immediaitkidrawable, fair value is determined to appnoate the carrying value (the amount
payable on demand);

(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, 1999 and 1998 on certificdtdemosit with similar remaining maturities. In acdance with SFAS No. 107, no value

been assigned to the Company's long-term relatipsstith its deposit customers (core value of dépastangible) 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, 1999 and 1998, for advancéssitilar terms and remaining maturities.

Securities Sold Under Agreements to Repurchasédmer Borrowings: The fair value of securities soidtler agreements to repurchase and
other borrowings was estimated by discounting #peeted future cash flows using derived interetgsrapproximating market as of
September 30, 1999 and 1998 over the contractuairityaof such borrowings.

Advances From Borrowers for Taxes and Insurance:CErying 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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19. FAIR VALUES OF FINANCIAL INSTRUMENTS (CONTINUED

Limitations: It must be noted that fair value esttas are made at a specific point in time, base@lenant market information about the
financial instrument. Additionally, fair value astates are based on existing on- and off-balahest financial instruments without attemp
to estimate the value of anticipated future businegstomer relationships and the value of assetdéiabilities that are not considered
financial instruments. These estimates do noteeflay premium or discount that could result froffieing the Company's entire holdings of
a particular financial instrument for sale at oineet Furthermore, since no market exists for centdithe Company's financial instruments,
fair value estimates may be based on judgmentsdiegefuture expected loss experience, current @eon conditions, risk characteristics of
various financial instruments, and other factotseSe estimates are subjective in nature and inwsigertainties and matters of significant
judgment and therefore cannot be determined witlgla level of precision. Changes in assumptionselbas tax considerations cot
significantly affect the estimates. Accordinglysbéd on the limitations described above, the agtedfga value estimates are not intended to
represent the underlying value of the Company ithrelea going concern or a liquidation basis.
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REPORT OF INDEPENDENT AUDITORS

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

We have audited the accompanying consolidated balsimeets of First Midwest Financial, Inc. and Riiases (the "Company") as of
September 30, 1999 and 1998 and the related cdassdi statements of income, changes in sharehoddprisy and cash flows for the years
ended September 30, 1999, 1998 and 1997. Theseimhatatements are the responsibility of the Camyfs management. Our responsibility
is to express an opinion on these financial statésneased on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgedhat 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 and digeesn 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
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetagrferred to above present fairly, in all matenégpects, the financial position of the
Company as of September 30, 1999 and 1998 an@sh#g of its operations and its cash flows fontbars ended September 30, 1999, 1998
and 1997 in conformity with generally accepted aetimg principles.

/ s/ Crowe, Chizek and Conpany LLP

Crowe, Chizek and Conpany LLP
Sout h Bend, |ndiana

Cct ober 15, 1999
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Directors of First Midwest Financial, Inc.
[GRAPHICS OMITTED -- Photographs of Directors]

JAMES S. HAAHR -- Chairman of the Board, Presidaml Chief Executive Officer for First Midwest Fireal, Inc. and First Federal
Savings Bank of the Midwest; Chairman of the BdardSecurity State Bank. Mr. Haahr has served nious capacities since beginning his
career with First Federal in 1961. He is a memlbé¢h@ Board of Trustees and Chairman of the InvestnCommittee of Buena Vista
University. He is a member of the Board of Direstof America's Community Bankers, member of ther@msvAssociation Insurance Fund
Industry Advisory Committee, and member of the ktdive Committee of lowa Bankers Association. Maahr is former Vice Chairman of
the Board of Directors of the Federal Home LoankBaiiDes Moines, former Chairman of the lowa Leagfi8avings Institutions, and a
former director of the U.S. League of Savings tostins. Board committee: First Federal Trust Cotteri James S. Haahr is the father of J.
Tyler Haahr.

J. TYLER HAAHR -- Senior Vice President, Secretand Chief Operating Officer for First Midwest Firtaal, Inc.; Executive Vice
President, Secretary, Chief Operating Officer, Bndsion President for First Federal Savings Bahthe Midwest; Chief Executive Officer
of Security State Bank; and Vice President andeapr of First Services Financial Limited. Firstdvliest and its affiliates have employed
Mr. Haahr since March 1997. Previously Mr. Haahswagartner with the law firm of Lewis and Roca L. [Bhoenix, Arizona. He is active in
many local charities and was Co-chair for Buenaa/igniversity's 1998 Community Campaign FundraisBgard committee: First Federal
Trust Committee. J. Tyler Haahr is the son of Jagadaahr.

E. WAYNE COOLEY -- Member of the Board of Directdiy First Midwest Financial, Inc., First Federaviéhgs Bank of the Midwest, and
Security State Bank. Dr. Cooley has served as HixecBecretary of the lowa Girls' High School AtiddJnion in Des Moines, lowa, since
1954. He is Executive Vice President of the lowglH5chool Speech Association, a member of the BuWéta University Board of Trustee
a member of the Drake Relays Executive Committee ,cm the Board of Directors of the Women's CollBgsketball Association Hall of
Fame. Dr. Cooley has served as Chairman of the l&at Association and as Vice Chairman of the I@eanes. Board committees:
Chairman of the Audit-Compensation/Person-nel Cademiand member of the Stock Option Committee.

E. THURMAN GASKILL -- Member of the Board of Direats for First Midwest Financial, Inc., First FedeBavings Bank of the Midwest,
and Security State Bank. Mr. Gaskill has owned @perated a grain farming operation located neaw@lorlowa, since 1958. He has served
as a commissioner with the lowa Department of Eotodevelopment and also as a commissioner withdiva Department of Natural
Resources. Mr. Gaskill is the past president ofd@worn Growers Association, past chairman of thigddrStates Feed Grains Council, and
has served in numerous other agriculture positidieswas elected to the lowa State Senate in 1988epresents District 8. He serves as
Chairman of the Senate Agricultural Committee. Blomymmittees Chairman of the First Federal Trush@ittee and member of the Audit-
Compensation/Personnel Committee.

G. MARK MICKELSON -- Member of the Board of Direatofor First Midwest Financial, Inc., First Fedegalvings Bank of the Midwest,
and Security State Bank. Mr. Mickelson is Vice Rtest of Acquisitions for Northwestern Growth Coration in Sioux Falls, South Dakota.
Northwestern Growth Corporation is the unregulategstment subsidiary of Northwestern Public ServiMr. Mickelson graduated wi

high honors from Harvard Law School and is a Gedifublic Accountant. Board committees: First Fad&udit-Compensation/Personnel
Committee and Stock Option Committee.

RODNEY G. MUILENBURG -- Member of the Board of Daters for First Midwest Financial, Inc., First FealeSavings Bank of the
Midwest, and Security State Bank. Mr. Muilenburgisployed as a dairy specialist with Purina Milt&;,. and supervises the sale of
agricultural products in a region encompassinghveest lowa, southeast South Dakota, and southwistedota. Board committees:
Chairman of the Stock Option Committee and membé#reAudit-Compensation/Personnel Committee.

JEANNE PARTLOW -- Member of the Board of Directdos First Midwest Financial, Inc. Mrs. Partlow metil in June 1998 as President of
the lowa Savings Bank Division of First Federatdted in Des Moines, lowa. She was President, Ghietutive Officer and Chairperson of
the Board of lowa Savings Bank, F.S.B., from 196flthe end of December 1995, when lowa SavingskBeas acquired by and became a
division of First Federal Savings Bank of the MiditveMrs. Partlow is a past member of the Board ioé&ors of the Federal Home Loan
Bank of Des Moines. Board committee: Stock Optiam@hittee.
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Executive Officers
[GRAPHICS OMITTED -- Photographs of Executive O€fis]

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

J. TYLER HAAHR
Senior Vice President, Secretary and Chief Opegdiifficer for First Midwest Financial, Inc.; Exettg Vice President, Secretary, Chief
Operating Officer, and Division President for Fifgtderal Savings Bank of the Midwest; and Chiefdtxge Officer for Security State Bank

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

ELLEN E. MOORE
Vice President, Marketing and Sales for First MidtMéinancial, Inc.; and Senior Vice President, Mérlg 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

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

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

DIRECTORS OF FIRST FEDERAL SAVINGS BANK OF THE MIDW EST JAMES 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
[GRAPHICS OMITTED -- Photographs of Branches witlap]

FIRST FEDERAL SAVINGS BANK OF THE MIDWEST
First Federal Savings Bank Division

Main Bank Office

Fifth at Erie

P.O. Box 1307

Storm Lake, lowa 50588

712-732-4117

800-792-6815

712-732-7105 fax

Storm Lake Plaza Office
1415 North Lake Avenue
Storm Lake, lowa 50588
712-732-6655
712-732-7924 fax

Lake View Office

Fifth at Main

Lake View, lowa 51450
712-657-2721
712-657-2896 fax

Laurens Office

104 North Third Street
Laurens, lowa 50554
712-845-2588
712-845-2029 fax

Manson Office
Eleventh at Main
Manson, lowa 50563
712-469-3319
712-469-2458 fax

Odebolt Office

219 South Main Street
Odebolt, lowa 51458
712-668-4881
712-668-4882 fax

Sac City Office

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 Office

425 22nd Avenue South
Brookings, South Dakota 57006
605-692-2314

lowa Savings Ban



Division

Main Office

3448 Westown Parkway

West Des Moines, lowa 50266
515-226-8474

515-226-8475 fax

Highland Park Office
3624 Sixth Avenue

Des Moines, lowa 50313
515-288-4866
515-288-3104 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
515-746-3366
800-746-3367
515-746-2828 fax

Menlo Office

501 Sherman

P.O. Box 36
Menlo, lowa 50164
515-524-4521
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Corporate 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& atm. on Monday, January 24, 2000. The meetingbsiheld in the Board Room of
First Federal Savings Bank of the Midwest, Fiftiede, Storm Lake, lowa. Further information withgard to this meeting can be found in
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
Crowe, Chizek and Company LLP
330 East Jefferson Boulevard
P.O.Box 7

South Bend, Indiana 46624

SHAREHOLDER SERVICES AND

INVESTOR RELATIONS

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

Registrar & Transfer Company
10 Commerce Drive

Cranford, New Jersey 07016
Telephone: 1-800-368-5948

FORM 10-K

Copies of the Company's annual report or Form ¥0rKhe year ended September 30, 1999 (excludihg#s thereto) are available without
charge, upon request to:

Investor Relations

First Midwest Financial, Inc.

First Federal Building, Fifth at Erie P.O. Box 1307
Storm Lake, lowa 50588

Telephone: 712-732-4117

STOCK MARKET INFORMATION

First Midwest Financial, Inc.'s common stock tradeghe Nasdaqg National Market under the symbolSEA The Wall Street Journal
publishes daily trading information for the stoalder the abbreviation, "FstMidwFnl," in the NatibiMarket Listing. Quarterly dividends fi
1998 and 1999 were $.12 and $.13 respectively pfice range of the common stock, as reported olNteglag System, was as follows:

FISCAL YEAR 1999 FISCAL YEAR 1998

L ow High Low Hig h



First Quarter $14 .13 $19.63 $19.50 $22. 63

Second Quarter $14 .25 $16.00 $21.88 $23. 25
Third Quarter $14 .25 $15.50 $21.38 $25. 25
Fourth Quarter $12 .50 $14.75 $17.13 $24. 00

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

Dividend payment decisions are made with consideratf a variety of factors including earnings,dirtial 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, 1999, First Midwest had 2,503 ghares of common stock outstanding, which wele Iy 318 shareholders of record,
and 325,400 shares subject to outstanding optidresshareholders of record number does not redigatoximately 565 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, 1999:
Everen Securities, Inc.; Herzog, Heine, Geduld,; IHowe Barnes Investments, Inc.; Spear, Leeds Bolg; Sandler O'Neill & Partners; ai
Tucker Anthony Incorporated.
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Economic Data

First Federal Savings Bank

AVERAGE LAND VALUE AS OF

SEPTEMBER 1999

High quality farmland in northwest lowa: $2,334 pere

BUILDING PERMITS 1998

Storm Lake
Residential -- $1,376,566
Commercial -- $6,677,743

TAXABLE RETAIL SALES 1998
Storm Lake -- $120,626,460

UNEMPLOYMENT RATE AS OF
AUGUST 1999
Buena Vista County -- 2.2%

Brookings Federal Bank

AVERAGE LAND VALUE AS OF
FEBRUARY 1999
High-productivity, non-irrigated
cropland in east-central

South Dakota: $949 per acre

BUILDING PERMITS 1998

Brookings
Residential -- $5,742,100
Commercial -- $12,032,000

TAXABLE RETAIL SALES 1998
Brookings -- $154,805,404

UNEMPLOYMENT RATE
AS OF AUGUST 1999
Brookings -- 1.6%

lowa Savings Bank

AVERAGE LAND VALUE AS OF
SEPTEMBER 1999

High quality farmland in

central lowa: $2,463 per acre

BUILDING PERMITS 1998 Metropolitan Statistical AreResidential -- $246,210,000 Commercial -- $180,200

TAXABLE RETAIL SALES 1998
Des Moines -- $3,944,053,446

UNEMPLOYMENT RATE
AS OF AUGUST 1998
Polk County -- 2.0%

* MSA = Dallas, Polk, and Warren Counties
Security State Bank

AVERAGE LAND VALUE AS OF
SEPTEMBER 199!



High quality farmland in west-
central lowa: $2,354 per acre

BUILDING PERMITS 1998
N/A

TAXABLE RETAIL SALES 1998
Stuart -- $6,719,643

UNEMPLOYMENT RATE
AS OF AUGUST 1999
Guthrie County -- 1.8%



[GRAPHIC -- Logo]
First Midwest Financial, Inc.

First Federal Building
Fifth at Erie
P.O. Box 1307

Storm Lake, lowa 5058



EXHIBIT 21

SUBSIDIARIES OF THE REGISTRANT



Parent Subsidi

First Midwest Financial, Inc. First Federal Savin

Midwest

First Midwest Financial, Inc. Security State Bank

First Federal Savings Bank of First Services Fina

the Midwest

First Services Financial Brookings Service C

Limited

SUBSIDIARIES OF THE REGISTRANT

Percentage of State of
ary Ownership or Or
gs Bank of the 100% Fed

100% low
ncial Limited 100% low
orporation 100% Sou

The financial statements of First Midwest Finandiat. are consolidated with

those of its subsidiarie

Incorporation
ganization

th Dakota



EXHIBIT 23

CONSENT OF EXPERT



CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference iniRegion Statement Nos. 33-80171 and 333-225Xref Midwest Financial, Inc. on
Forms S-8 and in Registration Statement No. 333t@8 First Midwest Financial, Inc. on Form S-3 afrgeport dated October 15, 1999,
contained in Exhibit 13 to First Midwest Financilwlc.'s Annual Report on Form 10-K for the fiscahy ended September 30, 1999.

/sl Crowe, Chizek and Conpany LLP

Crowe, Chizek and Conpany LLP

Sout h Bend, | ndiana

Decenber 27, 1999



ARTICLE 9

PERIOD TYPE YEAR
FISCAL YEAR END SEP 30 199
PERIOD END SEP 30 199
CASH 1,165,89!
INT BEARING DEPOSITS 4,208,01
FED FUNDS SOLLC 0
TRADING ASSETS 0
INVESTMENTS HELD FOR SALE 178,489,03
INVESTMENTS CARRYING 0
INVESTMENTS MARKET 0
LOANS 306,171,12
ALLOWANCE 3,092,62
TOTAL ASSETS 511,212,75
DEPOSITS 304,779,92
SHORT TERM 65,770,95
LIABILITIES OTHER 2,293,06:
LONG TERM 98,598,07
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 29,58(
OTHER SE 39,741,16
TOTAL LIABILITIES AND EQUITY 511,212,75
INTEREST LOAN 23,795,79
INTEREST INVEST 11,576,93
INTEREST OTHER 0
INTEREST TOTAL 35,372,73
INTEREST DEPOSIT 14,506,47
INTEREST EXPENSE 22,175,88
INTEREST INCOME NET 13,196,85
LOAN LOSSES 1,992,00!
SECURITIES GAINS 331,61:
EXPENSE OTHEF 8,644,95!
INCOME PRETAX 4,477,991
INCOME PRE EXTRAORDINARY 2,641,13.
EXTRAORDINARY 0
CHANGES 0
NET INCOME 2,641,13.
EPS BASIC 1.07
EPS DILUTED 1.04
YIELD ACTUAL 2.8
LOANS NON 2,238,53
LOANS PAST 0
LOANS TROUBLED 1,601,00!
LOANS PROBLEM 3,914,001
ALLOWANCE OPEN 2,908,90:
CHARGE OFF¢< 1,866,51.
RECOVERIES 58,24(
ALLOWANCE CLOSE 3,092,62
ALLOWANCE DOMESTIC 2,902,62!
ALLOWANCE FOREIGN 0
ALLOWANCE UNALLOCATED 190,00(
End of Filing
Powerad By I.IHIJ\L[}E -

© 2005 | EDGAR Online, Inc.



