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PART I.
ltem 1. Business

General

First Business Financial Services, Inc. (togethigh @l of its subsidiaries, collectively referrealas “FBFS,” “Corporation,” “we,” “us,” or

“our”) is a registered bank holding company incogted under the laws of the State of Wisconsiniamhgaged in the commercial banking
business through its wholly-owned banking subsid#aFirst Business Bank and First Business Banklwaikee (the “Banks”). All of the
operations of FBFS are conducted through the Banlscertain subsidiaries of First Business Banle Banks operate as business banks
focusing on delivering a full line of commercialiiéng products and services tailored to meet tleeifip needs of small and medium-sized
businesses, business owners, executives, profassiand high net worth individuals. The Banks galhetarget businesses with sales between
$2 million and $50 million. To supplement its buessis banking deposit base, the Banks utilize whigdésading alternatives to fund a portion
of their assets. The Banks do not utilize a braretivork to attract retail clients.

First Business Bank (“FBB”) is a state bank thaswhartered in 1909 under the name Kingston Statk Bn 1990, FBB relocated its home
office to Madison, Wisconsin, opened a bankinglityain University Research Park, and began foogigin providing high-quality banking
services to small and medium-sized businessesaddatMadison, Wisconsin and the surrounding &&®’s product lines include
commercial and consumer treasury management sengommercial lending, commercial real estate legdequipment financing and a
variety of deposit accounts and personal loansisiniess owners, executives and high net worth iicdals. FBB also offers trust and
investment services through First Business Trubtv&stments (“FBTI"), a division of FBB. FBB hasdie loan production offices in the
Northeast Region of Wisconsin to serve Appletonsétinsin, Oshkosh, Wisconsin and Green Bay, Wisnansi their surrounding are:

FBB has four wholly-owned subsidiaries. First Besis Capital Corp. (“FBCC”) operates as an assetebesmmercial lending company
specializing in providing secured lines of creditveell as term loans secured by equipment ancestate assets primarily to manufacturers and
wholesale distribution companies located throughloatUnited States. First Business Equipment FieabcC (“FBEF”) operates as a
commercial equipment finance company specializnfinancing of general equipment for small and rfeddarket companies. FBB Real
Estate, LLC (“FBBRE")is a limited liability company established for therpose of holding and liquidating real estate atier assets acquir
through foreclosure or other legal proceedingstHtadison Investment Corp. (“FMIC”) is locatedand formed under the laws of the state of
Nevada. FMIC was organized for the purpose of miaugag portion of the Bar's investment portfolio. FMIC invests in marketalkscurities.
FBB previously had one indirect subsidiary, Firsddison Capital Corp Nevada Corp (“FMCCNC”), a wiiglwned subsidiary of FBCC
located in and formed under the laws of the sthiéewada, organized for the purpose of investinpans purchased from FBCC. FMCCNC
was dissolved effective October 1, 2011 and thedaeere transferred to FBCC.

First Business Bank — Milwaukee (“FBB — Milwaukeés)a state bank that was chartered in 2000 in dvisio. Like FBB, FBB — Milwaukeg’
product lines include commercial and consumer tngasianagement services, commercial lending andwential real estate lending for
similar sized businesses as FBB. FBB — Milwaukee affers trust and investment services throughst service office agreement with FBB.
FBB — Milwaukee offers business owners, executipesfessionals and high net worth individuals, econsr services which include a variety
of deposit accounts and personal loans. FBB — Mikea has one wholly owned subsidiary, FBB — MilweaiReal Estate, LLC (“FBBMRE”
FBBMRE is a limited liability company establisheat the purpose of holding and liquidating real estnd other assets acquired through
foreclosure or other legal proceedings.

In September 2008, FBFS formed FBFS Statutory TtuéfTrust I1”), a Delaware business trust whotiyned by the Corporation. In 2008,
Trust Il completed the sale of $10.0 million of 3% fixed rate trust preferred securities. Trustl$lo issued common securities in the amou
$315,000 to the Corporation. Trust Il used the pedls from the offering to purchase $10.3 milliori8f5% junior subordinated notes (the
“Notes”) issued by the Corporation. The Corporation hagitjfe to redeem the Notes at any time on or afegt@nber 26, 2013. The prefer
securities are mandatorily redeemable upon thenhabf the Notes on September 26, 2038.
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Available Information

The Corporation maintains a web site at www.firsthass.com This Form 10-K and all of the Corporation’s fiig under the Securities
Exchange Act of 1934, as amended, including the@@attion’s proxy statement, are available througtt web site, free of charge, including
copies of annual reports on Form 10-K, quarterpores on Form 10-Q, current reports on Form 8-K amglamendments to those reports, on
the date that the Corporation files those matevidtls, or furnishes them to, the Securities andHaxge Commission (SEC). These filings are
also available to the public on the internet at$E’s website at www.sec.goBhareholders may also read and copy any docuimanive

file at the SEC’s public reference rooms locatetiQft F Street, NE, Washington, DC 20549. Sharehslshay call the SEC at 1-800-SE30C
for further information on the public reference moo

Employees

At December 31, 2011, FBFS had 143 employees wdqciates to 126.7 full-time equivalent employees.bBéleeve that our relationship with
our employees is good.

Competition

The Banks encounter strong competition in attrgctiommercial loan, equipment finance and depoigihtd as well as trust and investment
clients. Such competition includes banks, savingtitutions, mortgage banking companies, credibnsi finance companies, equipment
finance companies, mutual funds, insurance compahiekerage firms and investment banking firmse Blanks’ market areas include
branches of several commercial banks that are sty larger in terms of loans and depositstii@nmore, tax exempt credit unions operate
in the Banks’ market areas and aggressively phie& products and services to a large portion efrttarket. The Banks also compete with
regional and national financial institutions, marfywhich have greater liquidity, higher lending its) greater access to capital, more
established market recognition and more resountggallective experience than the Banks. Our pabfiity depends upon the Banlability to
successfully maintain and increase market share.

Supervision and Regulation

Below is a brief description of certain laws andulkations that relate to the Corporation and thekBaThis narrative does not purport to be
complete and is qualified in its entirety by refaze to applicable laws and regulations.

General

The Banks are chartered in the State of Wisconsinaae subject to regulation and supervision bytivesion of Banking of the Wisconsin
Department of Financial Institutions (“WDFI”), amgle subject to periodic examinations. Review afididry operations is included in the
periodic examinations. The Banks’ deposits arerediby the Deposit Insurance Fund (“DIF”). The 8FRadministered by the Federal Deposit
Insurance Corporation (“FDIC"gnd therefore the Banks are also subject to ragolay the FDIC. Periodic examinations of the Baakes alsi
conducted by the FDIC. The Banks must file periodjports with the FDIC concerning their activitaasd financial condition and must obtain
regulatory approval prior to entering into certaemsactions such as mergers with or acquisitibrsheer depository institutions and opening
acquiring branch offices. This regulatory structgihees the regulatory authorities extensive disorein connection with their supervisory and
enforcement activities and examination policies|uding policies regarding the classification ofets and the establishment of adequate loan
and lease loss reserves.

Wisconsin banking laws restrict the payment of adisidends by the Banks by providing that (i) dietdls may be paid only out of the Banks’
undivided profits, and (ii) prior consent of the \WDOs required for the payment of a dividend whéotteeds current year income if dividends
declared have exceeded net profits in either ofwlleimmediately preceding years. The various bagkilatory agencies have authority to
prohibit banks under their jurisdiction from engagin an unsafe or unsound practice. Under cediainmstances, the payment of a dividend
by the Banks could be considered an unsafe or maspractice. In the event that (i) the FDIC or YWBFI should increase minimum required
levels of capital; (ii) the total assets of the Baimcrease significantly; (iii) the income of tBanks decrease significantly; or (iv) any
combination of the foregoing occurs, then the BeafiDirectors of the Banks may decide or be reglby the FDIC or the WDFI to retain a
greater portion of the Banks’ earnings, therebyicaty or eliminating dividends.
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The Banks are subject to certain restrictions ireddsy the Federal Reserve Act on any extensionsedit to their parent holding company,
FBFS. Also included in the Federal Reserve Actrastrictions on investments in the capital stockther securities of FBFS and on taking of
such stock or securities as collateral for loarsny borrower. Under the Federal Reserve Act agdiagions of the Federal Reserve Board,
FBFS and its Banks are prohibited from engagincginiain tie-in arrangements in connection with extension of credit or any property or
service.

The Corporation’s and the Banks’ Boards of Direstand management work in concert with the apprtgprigulatory bodies on decisions
which affect their capital position, including udt limited to, decisions relating to the paymeintlioidends and increasing indebtedness.
Management intends to consult with the Federal Red®ank of Chicago and provide them with inforroaton the Corporation’s and Banks’
then-current and prospective earnings and capitgtipn, on a quarterly basis, in advance of déujgany cash dividends.

The Corporation

FBFS is a financial holding company registered urkde Bank Holding Company Act of 1956, as amended, is subject to regulation,
supervision, and examination by the Board of Govesof the Federal Reserve System (the “FRB”). Cheporation is required to file an
annual report with the FRB and such other rep@the FRB may require. Prior approval must be abthbefore the Corporation may merge
with or consolidate into another bank holding compacquire substantially all the assets of anyklmarbank holding company, or acquire
ownership or control of any voting shares of angkbar bank holding company if after such acquisitiowould own or control, directly or
indirectly, more than 5% of the voting shares aftsbank or bank holding company. In reviewing aggtlons for such transactions, the FRB
considers managerial, financial, capital and ofaetors, including financial performance of the ban banks to be acquired under the
Community Reinvestment Act of 1977, as amended,Alader the Riegle-Neal Interstate Banking anchBning Efficiency Act of 1994, as
amended, state laws governing interstate bankiggisitions subject bank holding companies to samédtions in acquiring banks outside of
their home state without regard to local law.

The Gramme-Leach Bliley Act of 1999 (“GLBA”) elimitas many of the restrictions placed on the acéigitf bank holding companies. Bank
holding companies such as FBFS can expand intala wariety of financial services, including sedestactivities, insurance, and merchant
banking, without the prior approval of the FRB.

The FRB has the authority to prohibit bank holdimgnpanies under their jurisdiction from engagingmsafe or unsound practices. In the
event that (i) the FRB should increase minimum megllevels of capital; (ii) the total assets af thorporation increases significantly; (iii) the
income of the Corporation decreases significamthyjv) any combination of the foregoing occurgriithe Board of Directors of the
Corporation may decide or be required by the FRE:tain a greater portion of the Corporation’s @ags, thereby reducing or eliminating
dividends paid to its shareholders.

Dodd-Frank Wall Street Reform and Consumer Protectbn Act. The U.S. government has taken a variety of actiorstrengthen

supervision of financial institutions and systertlicanportant nonbank financial companies, incluglthat, on July 21, 2010, Congress passed
into law the Dodd-Frank Wall Street Reform and Goner Protection Act (“Dodd-Frank Act”). The DoddalRk Act represents the most
comprehensive change to banking laws since thet Gegaression of the 1930s, and mandates changwéna key areas: regulation and
compliance (both with respect to financial institas and systemically important nonbank financ@hpanies), securities regulation, executive
compensation, regulation of derivatives, corpogateernance, and consumer protection. While theaag#s in the law will have a major
impact on large institutions, even smaller institns such as ours will be affected. The Dodd-Fraakcalls for federal regulatory agencies to
adopt new rules and conduct studies over the maxeral years in order to implement its provisiorse ultimate impact of the legislation on
Corporation will not be known for many months oage

The following summary is intended only to highlighbse provisions of the Dodd-Frank Act that thepdeation believes will have the most
significant impact on the Corporation and its ofiers in the future. The summary does not desailszy provision of the Dodd-Frank Act
that may in any way affect the Corporation, andasintended to provide a summary of the legistatioits entirety.
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Key provisions of the Dodd-Frank Act that are likéb affect the Corporation and its subsidiariethm near- and long-term include:

Changes in FDIC insuranc&he Dodd-Frank Act increased the FDIC’s minimunioraf reserves to insured deposits and changeddepasit
insurance premium assessments from the FDIC acala#d through provisions specifically designedapture more deposit insurance
premium income from the larger U.S. banks. Theseigions led to lower FDIC insurance premiums fae Banks than if the change had not
been made. The legislation also permanently inextéederal deposit insurance coverage to $2508d@ditionally, under the Dodd-Frank Act,
beginning December 31, 2010 and continuing thralagiuary 1, 2013, all funds held in noninterestibgaransaction accounts and Interest on
Lawyer Trust Accounts (“IOLTASs) are guaranteed bg EDIC for the entire balance of the account.

Regulation of derivativeThe Dodd-Frank Act imposes significant restrictiamsthe trading of derivatives, and provides farégased
regulation by the SEC and the Commodities Futurasliig Commission of the over-the-counter derivativarket. The Dodd-Frank Act will
require bank holding companies to spin off certakier derivative trading activities to separategpitalized affiliates, while continuing to
authorize perceived lower-risk derivative actistigy banks to the extent these activities quakfyisk mitigating activities directly related to
the bank’s activities. The Corporation does notentty expect these provisions to have a significapact on its operations, though they may
limit potential areas of expansion by the Corpawas banking subsidiaries of their derivative aitids, products and services.

Bank capital. The Collins Amendment in the Dodd-Frank Act affettts capital requirements for commercial banks,ianides a phased-in
exclusion of trust preferred securities as an etgro&Tier 1 capital for certain bank holding comes. Bank holding companies with total
assets of $15 billion or more have three yearstsp-out trust preferred securities from their Tieapital, beginning January 1, 2013. The
Corporations total assets are less than $15 billion and thezéf is not required to phase out its trust pmefé securities as an element of Ti
capital; however, if the Corporation were to isang new trust preferred securities such secunitisld not qualify as regulatory capital.

Leverage and risbased capital requirementEhe Dodd-Frank Act mandates federal banking agsrtoiestablish new leverage and risk-based
capital requirements for banks, bank holding congsrand “systemically important” non-banking comiga. While the Dodd-Frank Act does
not provide any specific guidance on what the napital levels should be, the law does provide thatcapital levels currently in force should
serve as a floor for any new capital requiremehtsordingly, the Corporation expects that these fawdential standards” will lead to higher
capital requirements in the future. The new lavihfer mandates regulators to adapt capital requinesrees banks grow in size or engage in
riskier activities, and codifies for the first tintige requirement imposed by bank regulators thetrd holding company must serve as a “source
of strength” or provider of funds to its subsidigigpository institutions, if those funds are eveecded.

Investor protectior—whistleblowerSection 21F of the Securities Exchange Act of 19B4&change Act”) entitled “Securities Whistleblower
Incentives Protection” and Section 922 of the Dédank Act specify that a person who provides “arédiinformation” to the SEC of fraud or
securities violations within a company that leaglan enforcement penalty of $1 million or more rbayentitled to collect between 10 and 30
percent of the penalties of $1 million or greater.

Final SEC rules promulgated pursuant to the abtatetes include a provision that a whistleblowsotuntary participation in an entity’s
internal compliance and reporting systems is afatiat can increase the amount of an award. ThigllPeank Act provision also includes
substantial retaliation protections for whistleb&®a. The Corporation works toward a culture whenpleyees understand policies and
procedures. Additionally, the Corporation’s whibtt®ver procedures have been enhanced to include:

» Providing feedback to the reporter that is conftégrand anonymou
» Escalation procedures and areas of investig:
» Additional documentation procedur

» “Lessons learn¢’ review
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Mortgage reformin response to widespread concern about a breakdothe mortgage lending market that some haveeatdi) fostered
lending practices that produced loans that hadeigadte assurance of being repaid, thereby advemspcting the ultimate holders of such
loans and (ii) encouraged the placement of borrsweloans that they did not adequately understanvdere not financially prepared to repay,
the DoddFrank Act seeks to prevent practices that may ked/éo these problems from occurring again and bviig significant changes to 1
mortgage industry. These will include new spedidiities on the part of mortgage originators to at¢he best interest of consumers and to take
steps to seek to ensure that consumers will haveapability to repay loans that they obtain. Thel@®Frank Act includes significant new
disclosure requirements and appraisal reforms.tDits limited consumer mortgage portfolio, the @amation does not currently expect these
provisions to have a significant impact on its @pens; however, additional compliance resourcéisb@ineeded to monitor changes.

The extent to which the new legislation and exgstimd planned governmental initiatives will succeedlleviating tight credit conditions or
otherwise result in an improvement in the nati@@nomy is uncertain. In addition, because mogt@tomponent parts of the new legisla
will be subject to intensive agency rulemaking anddsequent public comment over the next severateyggrior to eventual implementatior
is difficult to predict the ultimate effect of tli@odd-Frank Act on the Corporation at this time. Heer, the Corporation anticipates expenses
will increase as a result of new compliance reguésts.

The Banks

As state-chartered DIF-insured banks, the Banksagect to extensive regulation by the WDFI arelRDIC. Lending activities, fiduciary
activities and other investments must comply wittidral statutory and regulatory requirements. fddsral regulation establishes a
comprehensive framework of activities in which astitution can engage and is intended primarilyttier protection of the DIF, the FDIC, and
depositors.

As of January 1, 2012, First Business Bank hashehtotal assets of greater than $1 billion, ana @sult will be subject to further reporting
requirements under FDIC rules, specifically 12 QiR 363 (“Annual Independent Audits and ReporfRegjuirements”) as of December 31,
2012. Pursuant to these rules, management willgpesp report that contains an assessment by maeagefrfirst Business Bank’s
effectiveness of internal control structure andcpoures for financial reporting as of the end effiecal year. First Business Bank will also be
required to obtain an independent public accoutgattestation report concerning its internal cohstructure over financial reporting that
includes the Reports of Condition (“Call reportfjcdor the FR Y-9C report.

Insurance of DepositsThe Banks’ deposits are insured under the DIF ®RBIC. The standard maximum deposit insurance atrieu
$250,000 per deposit account and provides temparaimited coverage for noninterest-bearing tratisacaccounts, including IOLTAs, at all
FDIC-insured depository institutions. All funds iéh noninterest-bearing transaction accountshelfully insured, without limit, from
December 31, 2010, through December 31, 2012.driisited coverage is separate from, and in addlitig the coverage provided to a
depositor with other accounts held at the Banks.

The FDIC assigns each institution it regulates pawicular risk category based on the levels efitistitution’s capital — “well-capitalized,”
“adequately capitalized,” or “undercapitalized” ahe varying levels of supervisory concern, randgnogn those institutions considered to be
healthy to those that raise substantial supervisongern. The result is four risk categories wittllvgapitalized, financially sound institutions
paying lower rates than those paid by undercapédlinstitutions with substantial supervisory candéat pose a risk to the insurance fund.
Effective April 1, 2011, the FDIC amended the Fadi€eposit Insurance Act to implement revisionsuieeg by the Dodd-Frank Act,
including, among other changes modifying the dé&éniof an institution’s deposit insurance assesdrhase from a deposit-based calculation
to an average assets less average tangible eqsgdlralculations and changing the assessmerdjatements. The Banks’ assessment rate
depends on the risk category to which they argassdi. Assessment rates for deposit insurance clyrrange from 2.5 to 45 basis points. At
December 31, 2011, the Banks are well capitaliZéd. supervisory risk category to which the Banksassigned by the FDIC is confidential
and may not be disclosed.
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In December 2009, all banks, including our Banksgeived a notice requiring the prepayment of tHE22012 FDIC insurance premiums. The
payment was required on or before December 30, #088 effort to strengthen the cash position ef EiF immediately without immediately
impacting earnings of the banking industry. Theppid assessment was based upon the Banks’ assésatedn effect on September 30, 2009
and will be subject to adjustments on a quartealsidthroughout the prepayment period based upoaldevels of deposits and related risk
ratings. The Banks’ share of the prepayment wassh payment of approximately $5.4 million at Decen0, 2009 of which $363,000 was
remaining as a prepaid asset as of December 31, B®O@jeneral, any increase in insurance assessinelding special assessments, would
have an adverse effect on the earnings of the Bamilesprepaid FDIC insurance prepayment has a ivegatpact on our net interest margin
because the prepaid asset will be considered &aoring asset for us as the FDIC will not pay igéon the prepaid amounts nor will we h
the ability to use that cash for higher yieldintgadatives.

Regulatory Capital Requiremen

The FRB monitors the capital adequacy of the cadatdd holding company because on a consolidateid lidnas assets in excess of $500.0
million. A combination of risk-based and leverag#as are determined by the FRB. Failure to mestdlctapital guidelines could result in
supervisory or enforcement actions by the FRB. Wtigke risk-based capital guidelines, different gatées of assets, including certain off-
balance sheet items, such as loan commitmentscese)of one year and letters of credit, are asgidifterent risk weights, based on the
perceived credit risk of the asset. These risk-tteig assets are calculated by assigning risk wetghtorresponding asset balances to
determine the risk weight of the entire asset bastal capital, under this definition, is definesitae sum of “Tier 1” and “Tier 2” capital
elements, with Tier 2 capital being limited to 100%fTier 1 capital. Tier 1 capital, with some régions, includes common stockholders’
equity, any perpetual preferred stock, qualifyingt preferred securities and minority interestarig unconsolidated subsidiaries. Tier 2
capital, with certain restrictions, includes anypgeual preferred stock not included in Tier 1 talpsubordinated debt, any trust preferred
securities not qualifying as Tier 1 capital, spieaifiaturing capital instruments and the allowarwrddan and lease losses (limited to 1.25% of
risk-weighted assets). The regulatory guidelingsiire a minimum total capital to risk-weighted assg 8%, of which at least 4% must be in
the form of Tier 1 capital. The FRB also has a tage ratio requirement which is defined as Tieapital divided by average total consolidated
assets. The minimum leverage ratio required isT3%.Banks have consistently maintained regulatapjtal ratios at or above the well
capitalized standards. For further detail on cpital capital ratios refer tdote 10 — Stockholders’ Equity and Regulatory Capdl in the
Notes to the Consolidated Financial Stateme

Prompt Corrective Actior

The Banks are also subject to capital adequacyirexrgants under the Federal Deposit Insurance CatiporImprovement Act of 1991
(“FDICIA”). Under FDICIA, all commonly controlled FDIC insurddpository institutions may be held liable for dogs incurred by the FDI
resulting from a failure of, or any assistance gitg the FDIC to, any commonly controlled instituts.

Pursuant to certain provisions of FDICIA, the fedeegulatory agencies have broad powers to tadeapt corrective action if a depository
institution fails to maintain certain capital lesePrompt corrective action may include, withomtitation, restricting a depository institution’s
ability to pay dividends, restricting acquisitiotisanch establishment, or other activities andiptaimitations on asset growth and may
prohibit payment of management fees to controlgressif such payments and distributions would caustercapitalization. At this time, our
capital levels are above the levels at which fddegulatory authorities could invoke their autlytto initiate any manner of prompt corrective
action under the applicable provisions of the FIACI

Limitations on Dividends and Other Capital Distrittions

Federal and state regulations impose various césftrs or requirements on statkartered banks with respect to their ability ty gavidends o
make various other distributions of capital. Geligrauch laws restrict dividends to undivided pt®br profits earned during preceding
periods.

In addition to federal and state regulations, Fbislired institutions may not pay dividends whil@ercapitalized or if such a payment would
cause undercapitalization. The FDIC also has aityhtor prohibit the payment of dividends if suclpayment constitutes an unsafe or unsound
practice in light of the financial condition of anticular bank.
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Liquidity

The Banks are required by federal regulation tontad sufficient liquidity to ensure safe and sowpeérations. We believe that the Banks t
an acceptable liquidity percentage to match thertzz of net withdrawable deposits and short-termolagngs in light of present economic

conditions and deposit flows. Referltem 7, Management’s Discussion and Analysis of Famcial Condition and Results of Operations —
Liquidity and Capital Resourcesfor additional information.

Federal Reserve System

The Banks are required to maintain reserves affggktevels against their transaction accounts morpersonal time deposits. As of
December 31, 2011, the Banks were in compliance thigse requirements.

Federal Home Loan Bank System

The Banks are members of the Federal Home Loan B&€Gkicago (“FHLB”). The FHLB serves as a centiadit facility for its members.
The FHLB is funded primarily from proceeds from #&de of obligations of the FHLB system. It makesns to member banks in the form of
FHLB advances. All advances from the FHLB are regplito be fully collateralized as determined by Fih# B.

As a member, each Bank is required to own shareapfal stock in the FHLB in an amount equal ® gheatest of $500, 1% of its aggregate
unpaid residential mortgage loans, home purchaseams or similar obligations at the beginningeath year or 20% of its outstanding
advances. The FHLB also imposes various limitatmmadvances relating to the amount and type ddteohl, the amount of advances and
other items. At December 31, 2011, the Banks oventedal of $2.4 million in FHLB stock and they wdyeth in compliance with FHLB
requirements. The Banks received a modest dividiemd the FHLB in the year ended December 31, 20dlre dividend in the year 2010.
Outstanding FHLB advances as of December 31, 20d2610 were $482,000 and $2.4 million, respegtivel

Since October 2007, the FHLB has been under a nenaécease and desist order with its regulaterfdderal Housing Finance Board. Under
the terms of the order, capital stock repurchasds@demptions, including redemptions upon memiemsithdrawal or other termination, are
subject to prior approval of the Director of thefie# of Supervision of the Finance Board. On Febrda 2011, the FHLB issued a press
release declaring a cash dividend at an annualaedf 10 basis points per share based upon th&BHbreliminary financial results for the
fourth quarter of 2010 and has been paying a glpade&idend thereafter. The Banks do not expeeiddind income from their holdings of
FHLB stock to be a significant source of incometfar foreseeable future. The Banks currently h@ld $nillion, at cost, of FHLB stock, of
which $1.3 million is deemed voluntary stock. Wdidaee we will ultimately recover the value of thitock. On January 13, 2012, the FHLB
announced its intentions to repurchase approxim&&00 million in excess capital stock as partef&ipproved capital plan. The Banks
submitted an application to participate in the FIH 8xcess stock repurchase program. On Februarg01l®, the FHLB repurchased
approximately $619,000 of the Banks' excess FHId®lst

Transactions with Affiliates

The Banks’ loans to their own and the CorporasaXecutive officers, directors and owners of gnetitan 10% of any of their respective st
(so-called “insiders”) and any entities affiliateith such insiders are subject to the conditiors lanitations under Section 23A of the Federal
Reserve Act and the Federal Reserve Bae€gulation O. In general, the provisions of S#c#3A require that transactions between a bar
institution or its subsidiaries and such institatpaffiliates be on terms as favorable to theifatbn as transactions with non-affiliates. In
addition, these provisions contain certain restni on loans to affiliates, restricting such lo&ma percentage of the institution’s capital. A
covered “affiliate,” for purposes of these provisowould include the Corporation and any othergamy that is under our common control.
Certain transactions with our directors, officersontrolling persons are also subject to confiitinterest regulations. Among other things,
these regulations require that loans to such perand their related interests be made on termdaniizgly the same as for loans to unaffiliated
individuals and must not create an abnormal riskepfyment or other unfavorable features for thekBan accordance with Regulation O. The
Banks can make exceptions to the foregoing proesdithey offer extensions of credit that are Widevailable to employees of the Banks
that do not give any preference to insiders ovieeloemployees of the Banks.
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Privacy and Gramr-Leach-Bliley

The Banks are required by statute and regulatiatisidose their privacy policies. In addition, tRanks must appropriately safeguard their
clients’ nonpublic, personal information. Sectidifb) of the Gramm-Leach-Bliley Act mandates tihat Banks establish standards for
safeguarding customer information that includesth@a/olvement, a risk assessment process, a proffamanaging and controlling risk,
managing service providers, an incident responsgram and a process to adjust the program(s) atedee

Community Reinvestment Act Requirements

The Community Reinvestment Act requires each Bartkave a continuing and affirmative obligation isade and sound manner to help meet
the credit needs of its entire community, includiogy and moderate income neighborhoods. Federalatas regularly assess the Banks’
record of meeting the credit needs of their respectommunities. Applications for additional acdtiiss would be affected by the evaluation
of the Banks’ effectiveness in meeting its Commu&ieinvestment Act requirements.

Anti — Money Laundering

The Uniting and Strengthening America by Providikgpropriate Tools Required to Intercept and Obstiigrrorism Act of 2001 (the “Patriot
Act”) is designed to deny terrorists and crimintig ability to obtain access to the U.S. finansigtem and has significant implications for
depository institutions, brokers, dealers and otluminesses involved in the transfer of money. Ratiot Act mandates financial services
companies to have policies and procedures withertgp measures designed to address any or dedbtiowing matters: customer
identification programs, money laundering, terriofiilsancing, identifying and reporting suspiciowdiaties and currency transactions, curre
crimes, and cooperation between financial instingiand law enforcement authorities.

Commercial Real Estate Guidance

The FDIC’s Concentrations in Commercial Real Estatieding, Sound Risk Management Practices (“CREI@uie”) provides supervisory
criteria, including the following numerical indicas, to assist bank examiners in identifying bamkh potentially significant commercial real
estate loan concentrations that may warrant gresafegrvisory scrutiny: (1) commercial real estagnk exceed 300% of capital and increased
50% or more in the preceding three years or (2¥ttantion and land development loans exceed 100&amifal. The CRE Guidance does not
limit banks’ levels of commercial real estate lerglactivities but rather guides institutions in élping risk management practices and levels
of capital that are commensurate with the level matdire of their commercial real estate concemtnatiBased on our current loan portfolio,
Banks do not exceed these guidelines. Even thdwgBanks do not exceed these regulatory guidelimegelieve that we have taken
appropriate precautions to address the risks aggdcivith our concentrations in commercial readtestending. We do not expect the CRE
Guidance to adversely affect our operations oratuility to execute our growth strategy.

Interagency Appraisal and Evaluation Guideline

In December 2010, the federal banking agenciestagdhe Interagency Appraisal and Evaluation Giiesl This update represented the first
update to the guidelines since 1994 and sets floetiminimum regulatory standards for appraisalsdérporates examiner expectations
regarding the appraisal process in loan workouseetations for loan and portfolio monitoring amppeaisal independence and management.
This guidelines require institutions to utilizeastg internal controls to ensure appraisals ancduatiains are reliable. The guidelines further
emphasize the importance of strong policies to toorind update valuations of collateral for exigtieal estate loans and transactions. We do
not expect the updates to the Interagency AppraisélEvaluation Guidelines to adversely affectaparations.

S.A.F.E. Act Registration Requiremen

In connection with implementation of the Secure Bad Enforcement for Mortgage Licensing Act of 80¢he federal banking agencies
implemented the provisions of the SAFE Act requramployees of agency-related institutions to tegiwith the Nationwide Mortgage
Licensing System and Registry, a database cregtéuebstates to support the licensing of mortgage loriginators. Residential mortgage loan
originators must register prior to originating desitial mortgage loans. The Banks have compliel this provision.
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Other Regulations

The Banks are also subject to a variety of othgulegions with respect to the operation of theisihasses, including but not limited to the
Dodd-Frank Act, Fair and Accurate Transactions Actith in Lending Act, Truth in Savings Act, thed Credit Opportunity Act, the
Electronic Funds Transfer Act, Funds AvailabilitgtAPrivacy of Consumer Financial Information Abie Fair Housing Act, the Home
Mortgage Disclosure Act, the Fair Debt Collectioa®ices Act, Unlawful Internet Gambling Enforcerhéwet, and the Fair Credit Reporting
Act.

Changing Regulatory Structure

Regulation of the activities of national and staamks and their holding companies imposes a heardeb on the banking industry. The FRB,
FDIC, and WDFI all have extensive authority to pelunsafe or unsound practices and violations plicgble laws and regulations by
depository institutions and their holding companiEsese agencies can assess civil monetary peja#tiele cease and desist or removal or
seek injunctions, and publicly disclose such actidfioreover, the authority of these agencies hparded in recent years, and the agencies
have not yet fully tested the limits of their power

The laws and regulations affecting banks and firme bank holding companies have changed sigifly in recent years, and there is ree

to expect changes will continue in the future, @ligih it is difficult to predict the outcome of tleeshanges. From time to time, various bills are
introduced in the U.S. Congress with respect tadgelation of financial institutions. Certain tifose proposals, if adopted, could significantly
change the regulation of banks and the financilices industry.

Monetary Policy

The monetary policy of the FRB has a significafé&fon the operating results of financial or bankding companies and their subsidiaries.
Among the means available to the FRB to affecintiomey supply are open market transactions in lb8emment securities, changes in the
discount rate on member bank borrowings and chaingeserve requirements against member bank dspd$iese means are used in varying
combinations to influence overall growth and disttion of bank loans, investments and deposits tlagid use may affect interest rates chai
on loans or paid on deposits.

Executive Officers of the Registrant

The following contains certain information about #ixecutive officers of FBFS. There are no famélationships between any directors or
executive officers of FBFS.

Corey A. Chambas, age 49, has served as the President and Chiefittxe Officer of First Business Financial Servicke. since December
2006. Mr. Chambas joined the Corporation in 1998 aas held various positions including Chief OparpOfficer, Executive Vice President,
and Chief Executive Officer of First Business Balik. Chambas has over 25 years of commercial bgni&kperience. Prior to joining the
Corporation, he was a Vice President of Commetaalding with M&I Bank in Madison, Wisconsin.

James F. Ropellg age 52, has served as Senior Vice President hiadl Einancial Officer of the Corporation since Samber

2000. Mr. Ropella also serves as the Chief Find@fiicer of the subsidiaries of the Corporationt.NRopella has 22 years of experience in
finance and accounting, primarily in the bankindustry. Prior to joining First Business Financiah@ces, Inc., Mr. Ropella was Treasurer
consumer products company. Prior to that, he waadurer of Firstar Corporation, now known as U.8dBep.

Michael J. Losenegger, age 54, has served as Chief Credit Officer aftBusiness Financial Services, Inc. since May 2@tibr to being
appointed Chief Credit Officer, Mr. Losenegger sehas the Corporation’s Chief Operating OfficecsiSeptember 2006. Mr. Losenegger
joined the Corporation in 2003 and has held varfmsitions with First Business Bank, including Ghggecutive Officer, Chief Operatir
Officer and Senior Vice President of Business Depelent. Mr. Losenegger has over 23 years of expegien commercial lending. Prior to
joining the Corporation, Mr. Losenegger was SeNfice President of Lending at M&| Bank in Madisonjatbnsin.
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Barbara M. Conley , age 58, has served as the Corporation’s Generaise! since June 2008 and as Senior Vice Preftigpbrate
Secretary of the Corporation since December 200&.1as also served as a Director of FBCC since 200@. Ms. Conley has over 30 year:
experience in commercial banking. Directly priofjaming the Corporation in 2007, Ms. Conley waSemior Vice President in Corporate
Banking with Associated Bank. She had been emplayédsociated Bank since May 1976.

Jodi A. Chandler, age 47, has served as Senior Vice President — HResources & Administration of First Business FiriahServices, Inc.
since January 2010. Prior to that, she held th&ipo®f Senior Vice PresidentHuman Resources for several years. She has beamoyee
of the Corporation for almost 20 years.

Mark J. Meloy , age 50, has served as President and Chief Exeddfficer of First Business Bank since Decemb&7204r. Meloy joined
the Corporation in 2000 and has held various pwsitincluding Executive Vice President of First Bess Bank and President and Chief
Executive Officer of First Business Bank — Milwaek&lr. Meloy has over 25 years of commercial legdimperience. Prior to joining the
Corporation, Mr. Meloy was a Vice President andi@eRelationship Manager with Firstar Bank, NA, @e®Rapids, lowa and Milwaukee,
Wisconsin, now known as U.S. Bank, working in tHaiancial institutions group with mergers and asiion financing.

Joan A. Burke, age 60, has served as President of First BusBeass's Trust Division since September 2001. MstkBthas over 30 years of
experience in providing trust and investment advirér to joining the Corporation, Ms. Burke was tPresident, Chief Executive Officer and
Chairperson of the Board of Johnson Trust Companycartain of its affiliates.

Charles H. Batson, age 58, has served as the President and Chietittxe Officer of First Business Capital Corp sideguary 2006.
Mr. Batson has 32 years of experience in assetddaseing. Directly prior to joining First Busine€apital Corp., Mr. Batson served as Vice
President and Business Development Manager forsWWaltgo Business Credit, Inc. since 1990.

David J. Vetta, age 57, has served as President and Chief ExedDfficer of First Business Bank-Milwaukee sinemdary 2007. Prior to
joining First Business Bar— Milwaukee, Mr. Vetta was Managing Director atMBrgan Asset Management since 1992 overseeing iNdtio
Institutional Investment Sales teams and the RedjiBrivate Client Group, while serving as a memdfehe executive committee. Mr. Vetta
was affiliated with JP Morgan Chase and its presigmecompanies in various other roles since 1976.

Iltem 1A. Risk Factors

You should carefully read and consider the follayvitsks and uncertainties because they could nadlieeind adversely affect our business,
financial condition and results of operations.

Credit Risks
Our allowance for loan and lease losses may no&blequate to cover actual losses.

We are exposed to the risk that our loan and lelisats may not repay their loans and leases atgptd their terms and that the collateral
securing the payment of these loans and leasedbenmgufficient to assure repayment. We may expeeeignificant loan and lease losses
which could have a material adverse impact on dipgraesults. There is a risk that some of our agstions and judgments about the
collectability of the various loan and lease pditfeegments could be formed from inaccurately ssse conditions.

We maintain an allowance for loan and lease logseever probable losses inherent in our loan aadd portfolio. Additional loan and lease
losses will likely occur in the future and may ocetia rate greater than that experienced to datenalysis of the loan and lease portfolio by
segment, historical loss experience and an evaluafi general economic conditions are all utiliredetermining the size of the allowance.
Additional adjustments may be necessary to allawifexpected volatility or deterioration in thedbor national economy. If significant
additions are made to the allowance for loan aagds losses, this would materially decrease netriac
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Additionally, regulators periodically review oul@hance for loan and lease losses or identify frtban or lease charge-offs to be recognized
based on judgments different from ours. Any incegashe allowance for loan and lease losses, dittpas required by regulatory agencies,
could have a material adverse impact on net income.

Declines in fair values of commercial real estateenuipment provided as collateral could increaser @xposure to future probable losse

The market value of real estate can fluctuate Bagritly in a short period of time as a result obeomic conditions. Adverse developments
affecting real estate values in one or more ofroarkets could impact collateral coverage associattddthe commercial real estate segment of
our portfolio possibly leading to increased spediéiserves or charge-offs. We also provide loaHateoalized by general business assets
including accounts receivable, inventory, and bessnequipment. Significant adverse changes inwaiitdustries could cause rapid decline
values and collectability associated with thosdrmss assets resulting in inadequate collaterareme that may expose us to future losses. An
increase in specific reserves and charge-offs nasg la material adverse impact on our results ofatios.

Our loan portfolio has a concentration of commerdieeal estate loans.

We have a concentration of commercial real estated in the primary markets we serve. The repayofdhese loans generally is dependent
on sufficient income from the properties securimg bans to cover operating expenses and debtseRayments on loans secured by
commercial real estate are often dependent uposutteessful operation and management of the piepgttierefore, repayment of these loans
may be affected by factors outside the borrosveontrol, including adverse conditions in the essthte market or the economy. In the even
the cash flow from the property is reduced, thedwwer’s ability to repay the loan could be negdtivenpacted. The deterioration of one or a
few of these loans could cause a material increeser level of non-performing loans. An increasendbn-performing loans results in a loss of
revenue from these loans and could result in arease in the provision for loan and lease lossaamniticrease in chargefts, all of which coulc
have a material adverse impact on our net income.

Liquidity Risks
The corporation is a bank holding company and itsusces of funds are limited.

The Corporation is a bank holding company, andgisrations are primarily conducted by the Banksgkvlre subject to significant federal
and state regulation. Cash available to pay divdden the shareholders of the Corporation and theeCorporatiors debt service requireme
is derived primarily from its existing cash flowwsces, its third party line of credit, dividendseesed from the Banks, or a combination
thereof. Future dividend payments by the Bank&i¢oQorporation will require generation of futurereags by the Banks and are subject to
certain regulatory restrictions.

We rely, in part, on external financing to fund ousperations and the lack of availability of suchrids in the future could adversely affect
our operations.

Our ability to implement our business strategy wépend on our ability to obtain funding for loaigmations, working capital and other
general corporate purposes. If our core bankingcanaimercial deposits are not sufficient to meetfanding needs, we may increase our
utilization of brokered deposits, FHLB advances atiger wholesale funding sources necessary to diesded growth levels. Because these
funds generally are more sensitive to interestechnges than our core deposits, they are mory likanove to the highest rate available. In
addition, the use of brokered deposits without tatguy approval is limited to banks that are “wedbitalized” according to regulation. If our
Banks are unable to maintain their capital levelisvall capitalized” minimums, we could lose a siggant source of funding, which would
force us to utilize additional wholesale fundingoatentially sell assets at a time when pricing fbayinfavorable. To the extent we are not
successful in obtaining such funding, we will babile to implement our strategy as planned, whicldcbave a material adverse effect on our
financial condition, results of operations and ctgs.
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The Corporation may be adversely affected by therstness of other financial institutions.

Financial services institutions are interrelateé assult of trading, clearing, counterparty, drestrelationships. The Corporation has exposure
to many different industries and counterparties randinely executes transactions with counterpgitie¢he financial services industry,
including commercial banks, brokers and dealesgstment banks, and other institutional clientsniylaf these transactions expose the
Corporation to credit risk in the event of a defdoyl a counterparty or client. Any such losses ddwdve a material adverse effect on the
Corporation’s financial condition and results okagtions.

Interest Rate Risk

Variations in interest rates may harm our financiaesults.

We are subject to interest rate risk. Changesadrirtterest rate environment, whether as a resuhafges in monetary policies of the FRB or
otherwise, may reduce our profits. Net intereseags are affected by the difference between tharitias and repricing characteristics of
interest-earning assets and interest-bearingiliglsil They are also affected by the proportioimtérest-earning assets that are funded by
interest-bearing liabilities. There is no assuratheg we can minimize our interest rate risk. lditidn, an increase in the general level of
interest rates may adversely affect the abilitgertain borrowers to pay their obligations if therease in rates is not concurrent with a general
expansion of the economy. Accordingly, changeguels of market interest rates could materially atdersely affect our net interest spread,
asset quality, loan origination volume and ovepatifitability.

Strategic Risks

Our financial condition and results of operationsoald be negatively affected if we fail to effectiyelevelop and execute our strategic plan.

Our ability to increase profitability will dependh@ variety of factors including the identificatiohdesirable business opportunities,
competitive responses from financial institution®ur market areas and our ability to manage liwhd funding sources. While we believe
we have the management resources and internahsygteplace to successfully develop and managstoategic plan, there can be no
assurances that opportunities will be availablethatithe strategic plan will be successful oraffeely managed.

Competition from other financial institutions coulédversely affect our profitability.

We encounter heavy competition in attracting conmiaéfoan, equipment finance and deposit cliente@l as trust and investment clients.
believe the principal factors that are used taattcore deposit accounts and that distinguishfioaecial institution from another include
value-added relationships, rates of return, tygegcounts, service fees, convenience of officatioons and hours and quality of service to the
depositors. We believe the primary factors in cotimgefor commercial loans are valaelded relationships, interest rates, loan fee esatgar
structure and timeliness and quality of servicthborrower.

Our competition includes banks, savings instituigianortgage banking companies, credit unions, ieaompanies, equipment finance
companies, mutual funds, insurance companies, tagkdirms and investment banking firms. We alsmgete with regional and national
financial institutions that have a substantial pre in our market areas, many of which have grégtedity, higher lending limits, greater
access to capital, more established market redograhd more resources and collective experierae tis. Furthermore, tax exempt credit
unions operate in most of our market areas andeagiyely price their products and services to gelgnortion of the market. Our profitability
depends, in part, upon our ability to successfuigintain and increase market share.
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The recent repeal of federal prohibitions on payntef interest on demand deposits could increase merest expense.

On July 21, 2011, all federal prohibitions on thdity of financial institutions to pay interest @emand deposit accounts were repealed as par
of the DoddFrank Act. As a result, financial institutions cdwommence offering interest on demand depositsnapete for clients. We do r

yet know what interest rates or products our coitggetmay offer, if any, in response to this rep€alr interest expenses would increase

our net interest margin would decrease if we begafer interest on demand deposits to attract ckésmts or maintain current customers.

If we are unable to keep pace with technologicalvadces in our industry, our ability to attract angtain clients could be adversely affect

The banking industry is constantly subject to tedbgical changes with frequent introductions of rteeshnology-driven products and services.
In addition to better serving clients, the effeetivse of technology increases our efficiency arabks us to reduce costs. Our future success
will depend in part on our ability to address tleeds of our clients by using technology to proyideducts and services that will satisfy client
demands for convenience as well as create additédficiencies in our operations. A number of oonetitors have substantially greater
resources to invest in technological improvemesssyell as significant economies of scale. Therebeano assurance that we will be able to
implement and offer new technology-driven prodwtd services to our clients. If we fail to do sor, ability to attract and retain clients may
be adversely affected.

Operational Risks

Our framework for managing risks may not be effendi in mitigating risk and loss to us.

Our risk management framework seeks to mitigateaisl loss to us. We have established processegsraceldures intended to identify,
measure, monitor, report and analyze the typeslkoteo which we are subject, including liquiditgki credit risk, market risk, interest rate risk,
operational risk, legal and compliance risk, argltational risk, among others. However, as with asly management framework, there are
inherent limitations to our risk management strete@s there may exist, or develop in the futus&srthat we have not appropriately
anticipated or identified. Our ability to succedlfidentify and manage risks facing us is an impot factor that can significantly impact our
results. If our risk management framework provesfective, we could suffer unexpected losses amdtdoe materially adversely affected.

We rely on our management, and the loss of one arenof those managers may harm our business.

Our success has been and will be greatly influehgeaur continuing ability to retain the servicdar existing senior management and, as
expand, to attract and retain additional qualiedior and middle management. The unexpected fdsg/ananagement personnel or the
inability to recruit and retain qualified personivethe future could have an adverse effect onboiginess and financial results. In addition, our
failure to develop and/or maintain an effectivecassion plan will impede our ability to quickly aeffectively react to unexpected loss of key
management and in turn may have an adverse effemtiobusiness.

We face significant operational risks because thature of the financial services business and withrdousiness bank focus, we handle a
high volume of high dollar transactions.

We rely on the ability of our employees and systémnzrocess a high number of transactions. Operailtigsk is the risk of loss resulting from
our operations, including but not limited to, tliekrof fraud by employees or persons outside thg@ation, the execution of unauthorized
transactions by employees, errors relating to &etisn process and technology. With our businesg Ezcus, the dollar value of each
transaction tends to be greater; thereby increabmgnagnitude of the risk of loss associated witicessing a high number of transactions.

Our internal controls may be ineffective.

Management regularly reviews and updates our iaterontrols, disclosure controls and procedured,camporate governance policies and
procedures. Any system of controls, however weligieed and operated, is based in part on certaimgstions and can provide only
reasonable, not absolute, assurances that thetisbgof the internal controls are met. Any fail@recircumvention of our controls and
procedures, including fraudulent acts, or faileredmply with regulations related to controls andgedures, could have a material adverse
effect on our results of operations.
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A breach in security of our systems or our third fya service provider communications and information technologies couldve a materia
adverse effect on our business.

We rely heavily on communications and informatieahnology to conduct our business. Any failurenderiruption due to a breach in security
of these systems could result in failures or disams in our general ledger, deposit, loan, investtimanagement, electronic banking and other
systems. We have policies and procedures designaevent or limit the effect of such a failureimerruption due to a security breach of our
information systems; however, there can be no asserthat any such events will not occur or, ifftte, that they will be adequately
addressed. The occurrence of any failures, intéop or security breaches of our information systeould damage our reputation, result in a
loss of clients, subject us to additional regukatsrutiny, or expose us to litigation and possfiiancial liability which could have an adverse
effect on our operating results and financial ctadi Failure in any of these situations subjeat$aurisks that may vary in size and scope.

In addition, we rely on thirgharty service providers for a substantial portibouwr communications, information, operating anthficial contro
systems technology. While we have selected thesepharty vendors carefully, we do not control thegtions. If any of these third-party
service providers experience financial, operatiamaechnological difficulties, security breachesif there is any disruption in our
relationships with them, we may be required to fecdternative sources for these services. Therdeaio assurance that we could negotiate
terms as favorable to us or obtain services wittilar functionality as we currently have withouetbxpenditure of substantial resources. Any
of these circumstances could have a material aeheffsct on our business.

Our business continuity plans could prove to be deguate, resulting in a material interruption in adisruption to, our business and a
negative impact on our results of operations.

We rely heavily on communications and informatigatems to conduct our business, and our operagiendependent on our ability to protect
our systems against damage from fire, power logslecommunication failure. The computer systentsratwork infrastructure we use could
be vulnerable to unforeseen problems. These prabieay arise in both our internally developed systamd the systems of our third-party
service providers. Any failure or interruption bese systems, whether due to severe weather, hditasaters, acts of war or terrorism, crim
activity or other factors, could result in failuressdisruptions in general ledger, deposit, lodient relationship management and other systems
While we have a business continuity plan and otledicies and procedures designed to prevent ot timei effect of a failure, interruption or
security breach of our information systems, ther lse no assurance that any such failures or iqtéons will not occur or, if they do occur,
that they will be adequately addressed. The ocnoeref any failures or interruptions of our infortina systems could damage our reputation,
result in a loss of clients, subject us to adddicegulatory scrutiny, or expose us to civil [&tgn and possible financial liability, any of whic
could have a material adverse effect on our restfilbgperations.

Legal/Compliance Risks

We are subject to extensive regulation, and changebanking laws and regulations could adverselyfexft our business.

Our businesses are subject to extensive stateegledal government supervision, regulation, androbriExisting state and federal banking ¢
subject us to substantial limitations with resgedbans, purchases of securities, payment of divild and many other aspects of our
businesses. There can be no assurance that fagiséation or government policy will not adversaffect the banking industry and our
operations by further restricting activities orr@asing the cost of complianc&ee Item 1, Business—Supervision and Regulation.

Changes in accounting standards may materially ingpaur financial statements.

From time to time, the Financial Accounting StamntdaBoard changes the financial accounting and tieygostandards that govern the
preparation of financial statements. These changede hard to predict and can materially impaet hve record and report our financial
condition and results of operations. In some cdse®y be necessary to apply a new or revisedlstaretroactively, resulting in the
significant restatement of prior period financitements.
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External Risks

Adverse changes in global, national and local ecomo conditions, particularly a continuing or worséng slowdown where our business
concentrated, could harm our business.

Our success depends on the economic conditiomeiblbited States and economic conditions in theggmeographic markets in which we
operate, principally in the South Central regioMésconsin and to a lesser extent, the SoutheaatetiNortheastern regions of Wisconsin. We
primarily provide banking and financial servicesnieet the needs of small to mid-sized businesdesofligination of loans secured by real
estate and business assets of those businessegisneary function and our principal source offiigo Client demand for loans could be
reduced further by a weakening economy, increasaaeémployment or an increase in interest ratéisese areas. In addition, these businesses
generally have fewer financial resources in terfnsapital or borrowing capacity than larger ensiti&#he duration and severity of economic
declines, including declines in real estate andpgent values, in these areas could reduce ourthrate, impair our ability to collect loans or
attract deposits, cause loans to become inadegatidteralized and generally have an adverse @tng@ our results of operations and
financial condition.

The national and global macro-economic downturdyiting recent events in the European financialketsr, resulted in unprecedented levels
of financial market volatility, depressed the oviensarket value of financial institutions, limitextcess to capital, and had a material adverse
effect on the financial condition and results ofikiag companies, including the Corporation. Thexe be no assurance that the actions taken
by the U.S. Government, FRB and other governmemdlregulatory bodies for the purpose of stabijzime financial markets will achieve
their intended effect or will be continued.

Reputational Risks

Negative publicity could damage our reputation aadversely impact our business and financial resu

Reputation risk, or the risk to our earnings anpitehdue to negative publicity, is inherent in dwsiness. Negative publicity can result from
our actual or alleged conduct in a number of atb#isj including lending practices, corporate goaage, and actions taken by government
regulators and community organizations in respdogbose activities. Negative publicity can advirsdfect our ability to keep and attract
customers, and can expose us to the litigatiorregalatory action.

Our trust operations subject us to financial andpetational risks.

We are subject to trust operations risk relategetdormance of fiduciary responsibilities. Cliemgy make claims and take legal action
pertaining to our performance of our fiduciary r@sgibilities. Whether client claims and legal actielated to our performance of our fiduci
responsibilities are founded or unfounded, if sdiefims and legal actions are not resolved in a mafavorable to us, they may result in
significant financial liability and/or adverselyfaft the market perception of us and our productsservices, as well as impact client demand
for those products and services. Any financialilighor reputational damage could have a matezthlerse effect on our business, which, in
turn, could have a material adverse effect on mantial condition and results of operations.

Risks related to investing in the Corporation

Our stock is thinly traded.

Low volume of trading activity of our stock may neait difficult for investors to resell their commatock when they want at prices they find
attractive. Our stock price can fluctuate signifittain response to a variety of factors and thkiwe of shares traded can be influenced by:

e our operating performanc

» limited research analysis performed on our Corpamna

» operating results and stock price performance ledrotompanies that investors deem comparable 1
* news reports relating to trends, concerns and @gBaes in the financial services indus

» perceptions in the marketplace regarding us ama/ocompetitors; an

» changes in government regulatio

18



Table of Contents

General market fluctuations, industry factors aadegal economic and political conditions and eventsh as economic slowdowns or
recessions, interest rate changes or credit lesgligrcould also cause our stock price to decregsediess of operating results.

To maintain adequate capital levels, we may be rieed to raise additional capital in the future, bubat capital may not be available wher
is needed and could be dilutive to our existing silaolders.

We are required by regulatory authorities to mamngalequate levels of capital to support our opemat In order to ensure our ability to
support the operations of our Banks we may nedichibor terminate cash dividends that can be paidur shareholders. In addition, we may
need to raise capital in the future. Our abilityagse capital, if needed, will depend in part o financial performance and conditions in the
capital markets at that time, and accordingly, aenot provide assurance of our ability to raisatebpn terms acceptable to us. The current
economic environment, the relationship of stockesito tangible book value, and the overall cooditf capital markets, all of which are
outside of our control, as well as any declineun performance or stock price, increase uncertastjo when capital on acceptable terms will
be available to us. In addition, if we decide tisezequity capital, the interest of our sharehdaeuld be diluted. Any issuance of common
stock at prices below tangible book value woulditgilthe ownership of our current shareholdersdtiteon, the market price of our common
stock could decrease as a result of the saleafy@ humber of shares or similar securities, op#reeption that such sales could occur. If we
cannot raise capital when needed, our ability tesas a source of strength to our Banks, pay e€idd, maintain adequate capital levels and
liquidity, or further expand our operations coullraterially impaired.

Iltem 1B. Unresolved Staff Comments
None
ltem 2. Properties

The following table provides certain summary infation with respect to the principal properties thatleased as of December 31, 2011:

Expiration

Location Function Date
401 Charmany Drive, Madison, WI Full service banking location of First Business Band office

of First Business Financial Services, | 202¢
18500 W. Corporate Drive, Brookfield, WI Full service banking location of First Business Ban

Milwaukee 202(
3913 West Prospect Avenue, Appleton, Loan production office of First Business Be 2017
230 Ohio Street, Oshkosh, \ Loan production office of First Business Be 2017
300 N. Broadway, Green Bay, V Loan production office of First Business Be 201¢

FBB also conducts trust and investment business &dimited purpose branch located at 3500 Uniteisvenue, Madison, Wisconsin. For
purpose of generating asset-based loans, officeedpalso leased in Minneapolis, Minnesota; Clve] Ohio; St. Louis, Missouri; Detroit,
Michigan; Denver, Colorado; and Chicago, lllinoisder short-term lease agreements, which have tefihess than one year.
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ltem 3. Legal Proceedings

We believe that no litigation is threatened or pegdn which we face potential loss or exposurechiidould materially affect our consolidated
financial position, consolidated results of operasi or cash flows. Since our subsidiaries act pesi®ries of funds, lenders and trust agents,
they are occasionally named as defendants in lésviswiolving claims to the ownership of funds intaular accounts. This and other litigati
is incidental to our business.

Item 4. Reserved
PART II.
ltem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Isuer Purchases of Equity Securitie

The common stock of FBFS is traded on the Nasdaipid Market under the symbol “FBIZ”. As of Febrya®, 2012, there were 422
registered shareholders of record of FBFS commmrksCertain of the Corporation’s shares are hefthominee” or “street” name and the
number of beneficial owners of such shares is afimately 425.

The following table presents the range of high lmdclosing sale prices of our common stock forreqearter within the two most recent fis
years, according to information available by NASD/A@d cash dividends declared for the years endeeémber 31, 2011 and 20:
respectively.

High Low Dividend Declarec
2011
1stQuarter $ 1350 $ 11.1¢ 8 0.07
2 ndQuarter 15.0C 11.4¢ 0.07
3rdQuarter 17.2% 13.32 0.07
4 thQuarter 17.2¢ 13.7¢ 0.07
2010
1stQuarter $ 1047 $ 947 $ 0.07
2ndQuarter 11.2¢ 9.4z 0.07
3rdQuarter 10.3¢ 8.67 0.07
4t Quarter 14.9C 8.8C 0.07

The timing and amount of future dividends are atdfscretion of the Board of Directors of the Cagimn (the Board) and will depend upon
the consolidated earnings, financial conditionyilility and capital requirements of the Corporatiowl its subsidiaries, the amount of cash
dividends paid to the Corporation by its subsidisriapplicable government regulations and policegervisory actions and other factors
considered relevant by the BoaRkfer to Iltem 1, Business—Supervision and Regulatidfor additional discussion regarding the limitations
on dividends and other capital contributions byBla@ks to the Corporation. The Board anticipat&glitcontinue to pay dividends as
appropriate based on the above factors.
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The following table summarizes compensation plardeuwhich equity securities of the registrantauthorized for issuance as of

December 31, 2011.

Equity Compensation Plan Information

Number of securities

be issued upon
exercise
of outstanding
options,
warrants, and rights.

Plan category

to

Weighted-average
exercise price of
outstanding options

Number of securities
remaining available for

future issuance under
equity compensation
plans (excluding

securities reflected in

warrants, and rights

column (a))

Equity compensation plans approved by securitydrgl

Issuer Purchases of Securitie

Total Number of

@)
125,03: $

Average Price Pait

(b)
22.4:

Total Number of
Shares
Purchased
as Part of Publicly

Announced Plans

©
45,54;

Approximate
Dollar Value of
Shares that May

Yet Be Purchaser

Under the Plans

Period Shares Purchased?) Per Share or Programs or Programs (2)

October 1- 31, 2011 332 % 15.5(C — $ 177,15(
November 1 30, 2011 2,73: 15.7( — 177,15(
December - 31, 2011 — — — 177,15(

(1) The shares in this column represent the 3,065 shhat were surrendered to us to satisfy incomevitbholding obligations it
connection with the vesting of restricted sharesnduthe three months ended December 31, 2

(2) On November 20, 2007, the Corporation publicly ameed a stock repurchase program whereby the Gafpomwould repurchase up

approximately $1,000,000 of the Corporation’s ansling stock. As of December 31, 2011, approxirgei&lf 7,150 remains available to

repurchase the Corporat’s outstanding stock. There currently is no expgratiate to this stock repurchase progr
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ltem 6. Selected Financial Date

Three Year Comparison of Selected Consolidated Fimzial Data

As of and for the Year Ended December 31,
2011 2010 2009
(Dollars In Thousands, Except Share Data)

FOR THE YEAR:

Interest incomt $ 56,217 $ 56,62¢ $ 56,35¢
Interest expens 20,75¢ 24,67t 28,32
Net interest incom 35,46 31,95 28,03¢
Provision for loan and lease los: 4,25( 7,044 8,22t
Non-interest incomt 7,06( 6,74: 6,45(
Nor-interest expens 25,97, 25,46¢ 23,81(
Goodwill impairment — 2,68¢ —
Loss on foreclosed properti 42C 20¢€ 691
Income tax expens 3,44¢ 2,34¢ 717
Net income $ 8,42t $ 941 $ 1,041
Yield on earning asse 5.22% 5.3% 5.5
Cost of funds 2.2C 2.57 3.0
Interest rate spree 3.0z 2.82 2.5t
Net interest margi 3.2¢ 3.04 2.71
Return on average ass 0.7t 0.0¢ 0.1C
Return on average equi 14.0:% 1.67 1.9C
ENDING BALANCE SHEET:

Total asset $ 1,177,126/ $ 1,107,05 $ 1,117,43
Securities 170,38t 153,37¢ 122,28t
Loans and leases, r 836,68 860,93! 839,80°
Deposits 1,051,31 988,29¢ 984,37-
FHLB advances and other borrowir 40,29: 41,50¢ 57,51t
Junior subordinated not 10,31¢ 10,31 10,31t
Stockholder equity 64,214 55,33¢ 54,39:
FINANCIAL CONDITION ANALYSIS:

Allowance for loan and lease losses to -end loans 1.66% 1.85% 1.65%
Allowance to no-accrual loans and leas 65.0:% 42.3i 50.7¢
Net charg-offs to average loans and lea 0.7 0.57 0.6<
Non-accrual loans to gross loans and le: 2.5¢€ 4.37 3.2¢
Average equity to average ass 5.32 5.11 5.1¢
STOCKHOLDERY¢ DATA:

Basic earnings per common sh® $ 328 % 037 $ 0.41
Diluted earnings per common shi® 3.2t 0.37 0.41
Book value per share at end of per 24.4¢ 21.3( 21.4%
Tangible book value per share at end of pe 24.4¢ 21.2¢ 20.3¢
Dividend declared per sha 0.2¢ 0.2¢ 0.2¢
Dividend payout ratic 8.671% 75.68% 68.2%
Shares outstandir 2,625,56! 2,597,82 2,539,30!

(1) Basic and diluted earnings per share reflegtiegs per common share as calculated under thelass method due to the existence of
participating securities
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ltem 7. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations
Forward-Looking Statements

When used in this report, and in any oral statemeratde with the approval of an authorized executffieer, the words or phrases “may,”
“could,” “should,” “hope,” “might,” “believe,” “exgect,” “plan,” “assume,” “intend,” “estimate,” “ardiipate,” “project,” “likely,” or similar
expressions are intended to identify “forward-lowkstatements.” Such statements are subject t® aistt uncertainties, including, without
limitation, changes in economic conditions in tharket area of FBB or FBB — Milwaukee, changes ilicges by regulatory agencies,
fluctuation in interest rates, demand for loanthinmarket area of FBB or FBB — Milwaukee, borrosvéefaulting in the repayment of loans
and competition. These risks could cause actualtse® differ materially from what FBFS has amaied or projected. These risk factors and
uncertainties should be carefully considered byshareholders and potential investors. B&@ 1A—Risk Factors for discussion relating to
risk factors impacting the Corporation. Investdrsidd not place undue reliance on any such forMdeolling statements, which speak only as
of the date made. The factors described withinFoisn 10-K could affect the financial performanéd-BFS and could cause actual results for
future periods to differ materially from any opin®or statements expressed with respect to fuknieds.

Where any such forward-looking statement includstgtement of the assumptions or bases underlyicly forward-looking statement, FBFS
cautions that, while its management believes sashraptions or bases are reasonable and are mgdedrfaith, assumed facts or bases can
vary from actual results, and the differences betwassumed facts or bases and actual results gaatbgal, depending on the circumstances.
Where, in any forward-looking statement, an expearteor belief is expressed as to future resuitshexpectation or belief is expressed in
good faith and believed to have a reasonable Hagishere can be no assurance that the expectelt véll be achieved or accomplished.

FBFS does not intend to, and specifically disclaégmg obligation to, update any forward-looking staénts.

The following discussion and analysis is intendga aeview of significant events and factors affecthe financial condition and results of
operations of FBFS for the periods indicated. Tiseussion should be read in conjunction with thesadidated Financial Statements and the
Notes thereto and the Selected Consolidated FiabDeita presented in this Form-K.

Overview

Our principal business is conducted by FBB and FBBilwaukee and certain subsidiaries of FBB andsigis of a full range of commercial
banking products and services tailored to meefittamcial service needs of small and medium siznasses, business owners, executives,
professionals, and high net worth individuals. Ricid include commercial lending, asset-based lgndiquipment financing, trust and
investment services, treasury management servicka aroad range of deposit products. Our operatiigsophy is focused on local decision
making and local client service from each of oumary banking locations in Madison, Brookfield afpgpleton, Wisconsin combined with the
efficiency of centralized administrative functiosisch as support for information technology, loappsut and deposit support, finance and
accounting and human resources. We believe we dawnégue niche business banking model and we denslig operate within this niche. Ti
allows us to provide a great deal of expertisefiering financial solutions to our clients with arperienced staff who serve our clients on an
ongoing basis.

Beginning in 2008 and continuing through today, th8. and world economies have experienced unpeated changes in the capital and
credit markets that have adversely affected the haBking industry. The turmoil in the credit arapital markets has adversely impacted real
estate values, businesses and the demand for,@edithe overall economic climate. Many finanaiatitutions have sought merger partner
buyers, been forced to raise additional capitdbored into FDIC receivership by their primary régor. The U.S. government has instituted
several programs to stabilize the U.S. financiatay and/or stimulate the U.S. economy that, anotimer things, were directed at increasing
the capital bases of financial institutions.
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The economic environment presents significant ehgkes for us and our industry. We believe thathistoric loan and investment policies and
underwriting practices, which we believe to be @mative, left us relatively wefpositioned in the economic climate as compareddaoyJ.S
financial institutions.

Our profitability depends on our ability to execotr strategic plan. Our 2011 strategic plan emigkdsmproving the overall credit quality of
our loan and lease portfolio, generating organaswi in our loan and lease portfolios, increasingmarket share of in-market core deposits
and increasing fee income. Given the economic ¢immdi throughout 2010 and 2011, there were limitegortunities to grow the loan and
lease portfolios of the Banks with appropriate drgdality; however, we have been successful incady the amount of our non-performing
assets, generating in-market core deposits, amddaimg fee income. We expect that in 2012 weaailitinue to focus on improving our asset
quality as well as increasing full banking relasgbips with commercial and industrial clients in@rtb increase our in-market deposits,
enhance our loan portfolio and grow our rinterest income. We intend to add business devedopwificers as appropriate to continue reve
growth and ongoing core earnings improvement. Wieethis strategy will create opportunities t@italize on any economic expansion as
well as any current disruption to our competitdngsinesses in our core Wisconsin market areas.

Operational highlights

» Our total assets increased to $1.177 billion d8exfember 31, 2011, a 6.3% increase, from $1.10@b&t December 31, 201
The increase was primarily due to growth in ourestment portfolio and short-term investments. Séearavailable for sale
increased $17.0 million, or 11.1%, to $170.4 milet December 31, 2011 from $153.4 million at Delsen81, 2010. The increase
in the investment portfolio was primarily driven management’s effort to provide an enhanced radaraur excess liquidity.
Short-term investments increased $72.0 millionk3p4 million at December 31, 2011 from $41.4 miiliat December 31, 2010.
The majority of our short-term investments are hieldn interest bearing account at the Federalied&ank of Chicago. We have
excess liquidity in part due to our successful ®éfto raise in-market deposits and in part dueutodeclining loan and lease
portfolio.

e Our average in market deposits increased $32.8&milbr 6.7%, to $519.3 million for the year endeecember 31, 2011 from
$486.6 million for the year ended December 31, 2

* Netincome for the year ended December 31, 2011$&asmillion compared to $941,000 for the yeariegdecember 31, 201
Net income excluding the impact of goodwill impaéamt for the year ended December 31, 2010 was $®i6rmThe increase il
net income is attributable to a $3.5 million ineadn net interest income and a decrease in poovisr loan and lease losses of
$2.8 million. During the year ended December 31,&2G&pecifically in June 2010, we recorded an impant of goodwill in an
amount of $2.7 million. The goodwill impairment wais accounting adjustment that did not affect ¢kmsins, liquidity, regulatory
capital, regulatory capital ratios, or the futuperations of our Corporation. Also, the goodwillpairment was not deductible for
income tax purposes, so there is no income taxfib@ssociated with the impairmel

» Diluted earnings per common share for the year eémirember 31, 2011 was $3.23 compared to dillaetrgs per common
share for the year ended December 31, 2010 of $Di8#ed earnings per share for the year endedBéer 31, 2010 includes a
$1.05 per share goodwill impairment charge. Exelgdhe impairment of goodwill, diluted earnings pemmon share was $1.42
for the year ended December 31, 2C

» Return on average equity was 14.03% for the yede@dDecember 31, 2011 compared to 1.67% for thegreded December 31,
2010. Excluding the goodwill impairment, returnarerage equity was 6.46% for the year ended Dece&ih010

e Top line revenue, which consists of net interegéneie and nc-interest income, increased 9.9% to $42.5 milliontie year ende
December 31, 2011 compared to $38.7 million foryihar ended December 31, 20
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* Our net interest margin increased to 3.29% foryter ended December 31, 2011 as compared to 3.0d8tef year ende
December 31, 201

» Provision for loan and lease losses was $4.3 mifii the year ended December 31, 2011 compar$d.@million for the yea
ended December 31, 2010. Allowance for loan ansklé@sses as a percentage of total loans was laé6$fDecember 31, 2011 as
compared to 1.85% as of December 31, 2!

* Net charg-offs as a percentage of average loans was 0.74%dgrear ended December 31, 2011 compared to &7#te yeal
ended December 31, 201

» Non-performing assets as percentage of total assetss2v@4% at December 31, 2011 compared to 3.63%eber 31, 201!

* Non-accrual loans and leases decreased approximat@lg #fillion, or 43.3%, to $21.8 million as of Deceen 31, 2011 fron
$38.4 million as of December 31, 20:

In the bullet points above for the year ended Ddimm31, 2010, we present (1) net income and dilatedings per share, in each case
excluding the goodwill impairment and (2) returnarerage assets and return on average equity Ja@dwsing net income excluding

greater comparability of the financial performamza@ll periods presented.
Results of Operations
Comparison of the Years Ended December 31, 201 2@hd

Top Line Revenue. Top line revenue is comprised of net interesbime and nonnterest income. This measurement is also comnm@figrrec
to as operating revenue. Top line revenue grewplpycximately 9.9% from the prior year. The compdeexf top line revenue were as folloy

For the Year Ended December 31

2011 2010 Change
(Dollars In Thousands)
Net interest incom $ 35,461 $ 31,95 11.(%
Non-interest incom: 7,06( 6,74 4.7
Total top line revenu $ 42527 % 38,69 9.9

Core Earnings. Core earnings is comprised of our pae-income adding back our provision for loan agask losses, other identifiable cost
credit and other discrete items that are unreletexlir core business activities. In our judgmem, gresentation of core earnings allows our
management team, investors and analysts to beesgathe growth of our core business by remotiagalatility that is associated with costs
of credit and other discrete items that are unedl&b our core business and facilitates a morarsiiieed comparison of core growth to our
benchmark peers. Core earnings is a non-GAAP fiahmeasure that does not represent and shouldencbnsidered as an alternative to net
income derived in accordance with GAAP.
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Our core earnings metric has improved by 25.1% wioenparing the year ended December 31, 2011 tgetheended December 31, 2010.

For the Year Ended December 31

2011 2010 Change
(Dollars in Thousands)
Net income before taxe $ 11,87 $ 3,29( 260.9%
Add back:
Provision for loan and lease los: 4,25( 7,044 (39.7)
Loss on foreclosed properti 42C 20¢€ 103.¢
Goodwill impairment — 2,68¢ (200.0
Gain on sale of securitit — — —
Core earning $ 16,54¢ $ 13,22¢ 25.1

Return on Average Equity and Return on Average Asds. Return on average equity for the year ended DeceB8he2011 was 14.03%
compared to 1.67% for the year ended December@®10.ZThe increase in return on average equity Wwastty related to the increase in net
income, specifically an increase in net interesbine, a reduction in the provision for loan andéelwss and the absence of goodwill
impairment in the year ended December 31, 2011 gbloelwill impairment in 2010 was an accounting atijtent that did not affect cash flo
liquidity, regulatory capital, regulatory capitatios, or the future operations of our Corporatidanagement has primarily focused its atter
on the comparison of return on average equity ekeuthe $2.7 million goodwill impairment to anadythe improvement in profitability of the
Corporation from the comparable reporting periofithe prior year. Excluding the $2.7 million goodiviinpairment charge, return on equity
for the year ended December 31, 2010 was 6.46%vigViereturn on equity as an important measurenmntionitoring profitability, and we
are continuing to focus on improving our returroto shareholders by enhancing the overall profitghif our client relationships, controlling
our expenses and minimizing our costs of credit.

Return on average assets for the year ended Dec@hp2011 was 0.75% compared to 0.09% for the grded December 31, 2010. The
increase in return on average assets was prinduéyto the improvement in net income, specificatlyincrease in net interest income and a
reduction in the provision for loan and lease lassvell as the absence of goodwill impairment ih122@Excluding the goodwill impairment,
return on average assets for the year ended Dec&hp2010 was 0.33%.

See“Operational Highlights” of this section for a discussion of our 2010 nebime excluding goodwill impairment, a non-GAAP ficéal
measure, used in the above calculation of returavenage equity and return of average assets amrglgdodwill impairment.

Net Interest Income.Net interest income is dependent on the amourasdfyields on interest-earning assets as compare amounts of
and rates on interest-bearing liabilities. Netries® income is sensitive to changes in market @ftégerest and the asset/liability management
strategies used by management in responding tochaiges.
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The table below provides information with respec(l) the change in interest income attributablehtanges in rate (changes in rate multiplied
by prior volume), (2) the change in interest incaatteibutable to changes in volume (changes inmelunultiplied by prior rate) and (3) the
change in rate/volume (changes in rate multipligetanges in volume) for the year ended Decembg?®l1 compared to the year ended
December 31, 2010.

Rate/Volume Analysis

Increase (Decrease) for the Year Ended December 31,
2011 Compared to 2010
Rate/
Rate Volume Volume Net
(In Thousands)

Interest-Earning Assets

Commercial real estate and other mortgage | $ (87€) $ 59: % (15 $ (29¢)
Commercial and industrial loa 63¢ (11279) 4 51¢
Direct financing lease (53) (410 15 (44¢%)
Other loan: 101 57 10 16¢€
Total loans and leases receiva (189 12¢ 6 (60)
Mortgage-related securitie (974 787 (170 (357)
Investment securitie 2 — 8 1C
FHLB Stock 2 — — 2
Shor-term investment (1) (3) — (4)
Total net change in income on inte-earning asse! (1,160 907 (15€) (409)
Interest-Bearing Liabilities
Interes-bearing transaction accout (59 (172 36 (290
Money marke (250) 457 (42) 16€
Certificates of depos (559 (92 30 (615)
Brokered certificates of depo: (3,149 19t (39 (2,999
Total deposit: (4,006 38¢ 249 (3,632
FHLB advance: 13€ (610) (12¢9) (603)
Other borrowing: 167 13¢€ 11 31¢
Junior subordinated not — — — —
Total net change in expense on inte-bearing liabilities (3,709 (84) (132 (3,919
Net change in net interest incol $ 2,54 $ 991 $ (29) $ 3,51(
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The table below shows our average balances, ittenesrage rates, net interest margin and the dgretaveen combined average rates earned
on our interest-earning assets and cost of intdesting liabilities for the periods indicated. Tdneerage balances are derived from average
daily balances.

For the Year Ended December 31

2011 2010
Average Average
Average yield/ Average yield/
balance Interest cost balance Interest cost

(Dollars In Thousands)

Interest-Earning Assets
Commercial real estate and other mortgage I $ 608,66 $  33,19: 5456 $ 598,066 $  33,49( 5.6(%

Commercial and industrial loal 219,75« 16,95¢ 7.72 221,32 16,44 7.4%
Direct financing lease 16,97+ 1,03¢ 6.1z 23,42¢ 1,48 6.3
Other loans 18,59! 74z 3.9¢ 16,91« 574 3.3¢
Total loans and leases receiva® 863,98:¢ 51,93: 6.01 859,73« 51,99: 6.0
Mortgage-related securitie@ 162,81° 4,15¢€ 2.5t 138,63 4,51 3.2¢
Investment securitie 41C 10 2.3€ — — —
Federal Home Loan Bank sto 2,367 2 0.1C 2,367 — —
Shor-term investment 48,39¢ 117 0.24 49,87¢ 121 0.24
Total interes-earning assel 1,077,97. 56,21% 5.22 1,050,611 56,62¢ 5.3¢
Nor-interes-earning asse! 51,07¢ 48,81
Total asset $ 1,129,05 $ 1,099,42!
Interest-Bearing Liabilities
Interes-bearing transaction accout $  25,38¢ 70 026 $  74,78¢ 26( 0.3t
Money marke 300,65: 2,971 0.9¢ 258,56¢ 2,80¢ 1.0¢
Certificates of depos 80,32 1,10¢ 1.3¢ 84,82¢ 1,72: 2.0
Brokered certificates of depo: 486,59: 12,96¢ 2.6€ 480,70¢ 15,95¢ 3.32
Total interes-bearing deposit 892,95¢ 17,11 1.92 898,89( 20,747 2.31
FHLB advance: 65€ 38 5.8¢ 13,41« 641 4.7¢
Other borrowings 41,48¢ 2,491 6.0C 39,01( 2,17t 5.5¢
Junior subordinated not 10,31 1,117 10.7¢ 10,31¢ 1,117 10.7¢
Total interes-bearing liabilities 945,41° 20,75¢ 2.2C 961,62¢ 24.67" 2.57
Demand deposit 112,89¢ 68,43(
Non-interes-bearing liabilities 10,67« 13,15¢
Total liabilities 1,068,991 1,043,21.
Stockholder’ equity 60,06 56,211
Total liabilities and stockholde’ equity $ 1,129,05 $ 1,099,42!
Net interest incom $ 35,46 $ 31,95
Net interest sprea 3.02% 2.82%
Net interes-earning asse! $ 132,55¢ $ 88,981
Net interest margi 3.2% 3.04%
Average intere-earning assets to averg

interes-bearing liabilities 114.02% 109.2%%0
Return on average ass 0.7¢ 0.0¢
Return on average equi 14.0z 1.67
Average equity to average ass 5.32 5.11
Non-interest expense to average as 2.34 2.5¢

(1) The average balances of loans and leases adod-performing loans and leases. Interest inaeta¢ed to non-performing loans and
leases is recognized when collect

(2) Includes amortized cost of basis of assets heldaaaiable for sale

Net interest income increased by $3.5 million, b10%, during the year ended December 31, 2011 cadpa the same period in 2010. 1
increase in net interest income is primarily atitédble to favorable rate variances from lower cbsteposits. The Federal Reserve held interest
rates constant throughout 2010 and 2011. Ther#ferenajority of the increase in net interest incamssociated with rate variances was caused
by pricing deposits commensurate with current mackaditions and demand along with replacing highelding maturing brokered

certificates of deposits at lower current markétsa
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The yield on average earning assets for the yadedeBecember 31, 2011 was 5.22% compared to 5.80%d year ended December 31,
2010. The yield on average earning assets wasinelyaaffected by the declining interest rates agged with our investment portfolio. We
have invested in collateralized mortgage obligatiafith structured cash flow payments. The cashdlgenerated from these expected
prepayments are reinvested in additional collatazdImortgage obligations or tax-exempt municigadigations. Given the continued low
interest rate environment, the overall coupon om security purchases has typically been lower tharrates on securities that experience
prepayments. This has caused the investment yiedlddline by approximately 71 basis points. Thaltoans and leases receivable yield was
6.01% for the year ended December 31, 2011 compare®5% for the year ended December 31, 2010gwifecant portion of our loan
portfolio is either fixed rate in nature or subjexinterest rate floors. Interest rate floors jdevprotection to our margin in periods of declgin
or stable low interest rate environments. The warioan and lease portfolio yields are influencegticing and mix of the loan and leases.

The overall weighted average rate paid on intdvesting liabilities was 2.20% for the year endeddmber 31, 2011, a decrease of 37 basis
points from 2.57% for the year ended December 8102The decrease in the overall rate on the istéearing liabilities was primarily caus

by the replacement of maturing certificates of ddfspincluding brokered certificates of depositslower current market rates and a lower rate
paid on our money market accounts. The continuedébe environment coupled with our maturity stawmetof our brokered certificate of
deposit portfolio has provided us the opporturnityrtanage our liability structure in both terms ofmposition and rate to assist in providing an
enhanced net interest margin.

Net interest margin increased 25 basis points28%.for the year ended December 31, 2011 from 3.f4%e year ended December

2010. The improvement in net interest margin cates with a 20 basis point increase in the netestegate spread coupled with an increase in
the value of the net free funds. Average demanadslepincreased $44.5 million to $112.9 million tbe year ended December 31, 2011
compared to $68.4 million for the year ended Decandd, 2010. This increase is partially causedheychange in the regulations for which
these types of accounts qualify for unlimited FD&urance coverage.

Provision for Loan and Lease Losses he provision for loan and lease losses totaled 84llion and $7.0 million for the years ended
December 31, 2011 and 2010, respectively. Our piavifor loan and lease losses is dependent oiit geality and determined based upon
inherent credit risk and other subjective factarsspant to our allowance for loan and lease logbogelogy, the magnitude of net charge-offs
recorded in the period and the amount of reserstblshed for impaired loans that present colddteiortfall positions. To establish the
appropriate level of the allowance for loan andéesses, we regularly review our historical chaoff migration analysis and an analysis of
the current level and trend of several factors Webelieve may indicate losses in the four primrsgments of our loan and lease portfolio.
These factors include delinquencies, volume, awesite, average risk rating, technical defaultenyployment rates, geographic
concentrations, industry concentrations, loanslaases on internal monitoring reports, experiend@é credit granting functions, changes in
underwriting standards, and level of non-performasgets and related fair value of underlying cetkdt While we made no significant changes
to our loan and lease underwriting standards irl2912010, continued current economic conditiongehzaused us to maintain additional rigor
to our underwriting and monitoring processes.

During the years ended December 31, 2011 and 20&0actors influencing the provision for loan dedse losses were the following:

For the year ended
December 31,

2011 2010
Changes in the provision for loan and lease lossassociated with:

Establishment/modification of specific reservesropaired loans, ne $ (365 % 3,328
Subijective factor chang: 62 215
Charge-offs in excess of specific resern 5,02t 3,49¢
Recoverie: (864) (313
Change in inherent risk of the loan and lease ploot 39z 322
Total provision for loan and lease los: $ 4,25 $ 7,044
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The establishment/modification of specific resereesmpaired loans represents new specific resesblished on impaired loans where,
although collateral shortfalls are present, wedwelithat we will be able to recover our principadi/@r it represents the release of previously
established reserves that are no longer requirearge-offs in excess of specific reserves represamaidditional provision for loan and lease
losses required to maintain the allowance for laad leases at a level deemed appropriate by maragentis amount is net of the release of
any specific reserve that may have already beeriged. Charge-offs in excess of specific resenasaccur in situations where 1) a loan has
previously been partially written down to its esdiied fair value and continues to decline, 2) rajgitbrioration of a credit requires an
immediate partial or full charge-off, or 3) the sjfie reserve was not adequate to cover the amaiuthie required charge-off. Change in the
inherent risk of the portfolio can be influenceddrpwth or migration in and out of an impaired ladassification where a specific evaluation
of a particular credit may be required rather tti@napplication of a general reserve ratio. Reféxsset Quality for further information
regarding the overall credit quality of our loarddease portfolio.

Refer toFinancial Condition—Allowance for Loan and Lease Laesedor further information.

Non-Interest Income.Non-interest income, consisting primarily of feasreed for trust and investment services, servieeggs on deposits,
loan fee income and income from bank-owned lifeiiaace, increased by $317,000, or 4.7%, to $7.lomifor the year ended December 31,
2011, from $6.7 million for the year ended Decenter2010.

Trust and investment services fee income increbgekl 98,000, or 8.5%, to $2.5 million for the yeaded December 31, 2011 compared to
$2.3 million for the year ended December 31, 2010Qst and investment services fee income is driyethe amount of assets under
management and administration and can be positorefegatively influenced by the timing and magaéuwf volatility within the equity
markets.

At December 31, 2011, our trust assets under mamagiegrew 33.4%, to $532.6 million from $399.4 ioill at December 31, 2010 while our
assets under administration totaling $129.7 milabDecember 31, 2011 remained relatively flat carad to $127.5 million at December 31,
2010. The growth in the assets under managemeritisirily due to establishing new relationshipssignificant amount of this growth
occurred during the fourth quarter of 2011, whearge client utilized our expertise in handlinguostantial transaction as part of its business
succession plan. Similar to the other areas withinCorporation, we focus on obtaining and manatinger than average client relationships.
Our assets under management and administrationecarfluenced by the addition or loss of a clieationship.

In 2012, we expect to continue to increase ourtagseler management, but we also expect that assg¢s management and trust and
investment services fee income will continue taffected by market volatility for the foreseeahléufe.

Loan fees increased by approximately $243,0009d3%, to $1.5 million for the year ended Decemtier2®11 from $1.2 million for the year
ended December 31, 2010. Loan fees representlefamrable fees earned on loan activity and therreg generated through the collateral &
process we perform to ensure the integrity of tateral associated with our asset-based loars.ifidrease in loan fees was primarily related
to additional collateral audits performed and ddddl other asset based loan fees collected.

Other non-interest income decreased by $181,0089.8%, to $436,000 for the year ended Decembe2@l1 from $617,000 for the year
ended December 31, 2010 primarily due to a decrieabe volume and magnitude of gains associatdid iwase end termination activity in the
comparable periods.

Non-Interest ExpenseNon-interest expense decreased by $2.0 millioB, 2%, to $26.4 million for the year ended Decen81er2011 from
$28.4 million for the comparable period of 2010n@rily due to the absence of goodwill impairmen2D11, a decrease in FDIC insurance
costs, and a decrease in collateral liquidatiotsgpartially offset by increases in compensatiopesse, loss on foreclosed properties, and
marketing expenses.

In June 2010, we recorded an impairment of goodvi$82.7 million as we concluded at that time tieet implied fair value of our reporting
unit’'s goodwill was less than the current carryuadue of the reporting unit’'s goodwill. We wrotetttie entire carrying value of the goodwiill
in 2010.
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FDIC insurance expense decreased by $644,000,8%2@ $2.5 million for the year ended December28il1 compared to $3.1 million for
the year ended December 31, 2010. Effective AprdQiL1, the FDIC amended the Federal Deposit Insgréct to implement revisions
required by the Dodd-Frank Act, including, amonlgestchanges, modifying the definition of an ingt@n’s deposit insurance assessment base
from a deposit-based calculation to an averagasakesss average tangible equity-based calculatidnchanging the assessment rate
adjustments. This amendment resulted in a redub¢@ Fhsurance cost for our Banks.

Collateral liquidation costs decreased by $381,0032.6%, to $786,000 for the year ended Decer®bgp011 from $1.2 million for the year
ended December 31, 2011. Collateral liquidatioriscase expenses incurred by us to facilitate réisolwf impaired commercial loans. The
amount of collateral liquidation costs recorde@iny particular period are influenced by the timamgl level of effort required for each
individual loan. Our ability to recoup these cdstsn our clients is uncertain and therefore we hexensed them as incurred through our
consolidated results of operations. To the extentive successful in recouping these expenses fuortiients; the recovery of expense is
shown as a net reduction to this line item.

Compensation expense increased by $1.6 millioh2dt%, to $14.9 million for the year ended Decenier2011 from $13.3 million for the
year ended December 31, 2010. The overall incrigasempensation expense was primarily caused lgdditional accrual to record tl
appropriate level of compensation expense arisioig our non-equity incentive compensation progrBased upon established targets for
2011, we have accrued for a higher level of perforoe in the program’s established criteria as coetpt the prior year. Merit increases and
additional expense associated with our employevigeal health insurance plans also contributedédrtbhrease in compensation expense.

During the year ended December 31, 2011, we rezedra net loss on foreclosed properties of $420¢0@@pared to a loss of $206,000 for
year ended December 31, 2010. We continue to expexifurther declines in real estate values ardrasult we recorded impairme
adjustments totaling $621,000 for the year endeceBwer 31, 2011. Partially offsetting the valuataljustments for foreclosed properties is
the recognition of gains totaling $201,000 on préipe that we have sold to independent third partdes of December 31, 2011, we believe
foreclosed properties are recorded at their eséichitir value, less estimated costs to sell. Weaatige in pursuing appropriate foreclosure
actions to further protect of our interest in idéed impaired loans. We continue to expect an &lled level of foreclosed properties owned by
us for the foreseeable future and the level of impant adjustments or potential future losses spatals of properties is uncertain.

Marketing expense increased by $245,000, or 32tG%994,000 for the year ended December 31, 2@t $749,000 for the year ended
December 31, 2010. The increase in marketing expeas a direct result of the timing associated Withexecution of certain marketing
strategies and a renewed corporate-wide marketfog.e

Income TaxesIncome tax expense was $3.4 million for the yealeenDecember 31, 2011 compared to $2.3 milliontHeryear ended
December 31, 2010. The overall increase in taxesg@és primarily due to the increased level of faseincome in comparison to the prior year,
when taking into consideration the non-deductipidif goodwill in 2010. The effective tax rate ftwetyear ended December 31, 2011 was
29.1%. The impact of discrete items recorded dutfiegyear provided a net benefit of approximateffk Discrete items primarily consist of
the release of valuation allowance and additioteitesexpense recognized as a result of the condpiiditegs of our state income tax returns.
Refer toNote 15—Income Taxesn the Consolidated Financial Statements for furthisrmation. In June 2011, FBB and FBCC entered a
confidential settlement with the Wisconsin Depamingf Revenue. This settlement did not result liaility materially different than that

which had been previously accrued. In additionJuone 26, 2011, the State of Wisconsin 2011-2013yBuBill, Assembly Bill 40, was signed
into law. The bill provides that, starting with tfiest tax year beginning after December 31, 2@t thereafter for the next 19 years, a
combined group member that has pre-2009 net bussloss carryforwards can, after first using sudhbusiness loss carryforwards to offset its
own income for the taxable year and after usingeshbbsses, use up to five percent of the pre-2@@%usiness loss carryforwards to offset the
Wisconsin income of other group members on a ptapate basis. The net business losses can beatieel extent the income is attributable
to the group’s unitary business. If loss carryfamgaequal to the five-percent threshold cannoullg éised in any tax year, the remainder can
be added to the portion that may offset the Wisicoimeome of all other combined group members sulasequent year in the twenty-year
period, until those carryforwards are completelgdusr expired. We evaluated the potential utilaatf the outstanding Wisconsin net
operating losses under the provisions of this reewdnd determined that it is more likely than i@t het operating losses will be realized. As a
result, we released the valuation allowance preshoassociated with these net operating losses.
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During the year ended December 31, 2010, we redadmodwill impairment of $2.7 million. The goodWmpairment is treated as a
permanent difference and is not deductible forinedax purposes which created a significant taxeege in relation to the pre-tax income.

Financial Condition
December 31, 2011

General. At December 31, 2011 our total assets were $1.1li@H an increase of $70.1 million, or 6.3%, fr&h.107 billion at December 31,
2010.

Short-term investments.Short-term investments increased by $72.0 millm$113.4 million at December 31, 2011 from $41.4iom at
December 31, 2010. Our short-term investments piiiyneonsist of interest-bearing deposits heldhat FRB. The level of our short-term
investments will be influenced by the timing of dejt gathering, scheduled maturities of brokereabdés, funding of loan growth when
opportunities are presented, and the level of gailable-for-sale securities portfolio. We value #afety and soundness provided by the FRB
and therefore we incorporate short-term investmientsir on-balance sheet liquidity program. Plaaser toLiquidity and Capital Resources
for further discussion.

Securities.Securities available-fasale increased by $17.0 million to $170.4 milliarDacember 31, 2011 from $153.4 million at Decen8i
2010, primarily due to purchases of collateralireattgage obligations issued by government agengieaarily GNMA, purchases of tax-
exempt municipal obligations and increases in ntarkiation on the portfolio of securities we hoddl. of our securities are classified as
available-for-sale and carried at fair value wittrealized gains and losses, net of tax, reportedcasnponent of comprehensive income. We
did not hold any securities designated as held-daturity or trading as of December 31, 2011 and 2010

Our available-for-sale portfolio primarily consistbcollateralized mortgage obligations and is useprovide an additional source of liquidity,
while contributing to the earnings of the Banks. fdechase investment securities intended to prot@chet interest margin while maintaining
an acceptable risk profile. Mortgage-related sdi@sriincluding collateralized mortgage obligatioase subject to risks based upon the future
performance of underlying mortgage loans for theesaurities. The overall credit risk associated whtse investments as it relates to our
investment portfolio is minimal as we primarily phase investments which are guaranteed by GNMAmMAAe also purchase securities inst
by the Federal Home Loan Mortgage Corporation (FKL)Mr Federal National Mortgage Association (FNMK)addition, we believe
collateralized mortgage obligations represent eftra investments due to the wide variety of mayuaind repayment characteristics that allow
us to better match our liability structure. Of théal available-for-sale mortgage securities weal le¢lDecember 31, 2011, $165.4 million, or
97.1%, were issued by GNMA. None of the securitighin our portfolio are collateralized by sub-pemmortgages. We do not hold any
FHLMC or FNMA preferred stock. GNMA securities arearanteed by the U.S. federal government and geedi@ivorable capital treatment. In
2011, we began purchasing tax-exempt municipagahtins. The addition of tax-exempt municipal sé®s to our investment portfolio
provides for further opportunity to improve the oaléyield of our investment portfolio. We evaludles credit risk of the municipal obligations
prior to purchase and limit our exposure of obligag to general obligation issuances from munidieal primarily in Wisconsin. As we
evaluate the level of on-balance sheet liquiditg,may in the future, purchase other types of imaests as permitted by our investment policy.
Such investments will be subject to credit wortBgand yields appropriate for the risk assumed.

There were no sales of securities during the yeraded December 31, 2011 and 2010.

Risks associated with our mortgage related seeaniortfolio are prepayment risk, extension ristt exterest rate risk. Should general interest
rates decline, the mortgage-related securitiesgiartvould be subject to prepayments caused bydveers seeking lower financing rates.
Conversely, an increase in general interest ratelsl cause the mortgage-related securities pastfolbe subject to a longer term to maturity
caused by borrowers being less likely to prepai tbans. Such a rate increase could also causkithealue of the mortgage related securities
portfolio to decline. Given the economic environtand current elevated foreclosure rates, prepayawivities have become less predicta
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Investment objectives are formed to meet liquidgguirements and generate a favorable return astments without compromising other
business objectives and levels of interest rakeai®l credit risk. Consideration is also givenneeistment portfolio concentrations. Federal and
state chartered banks are allowed to invest irouariypes of assets, including U.S. Treasury otitiga, securities of various federal agencies,
state and municipal obligations, mortgage-relataligties, certain time deposits of insured finahuistitutions, repurchase agreements, loans
of federal funds, and, subject to certain limitxporate debt and equity securities, commerciaépapd mutual funds. Our investment policy
provides that we will not engage in any practic the Federal Financial Institutions Examinatiau@cil considers an unsuitable investment
practice. These objectives are formalized and dectied in our investment policy which is approvedhrsy Banks’ Boards of Directors (Bank
Boards) on an annual basis. Management, as autddriz the Boards, implements this policy. The BsasVview investment activity on a
monthly basis.

At December 31, 2011, $19.6 million of our mortgaigkated securities were pledged to secure ouowarmbligations including outstanding
advances with the FHLB and interest rate swap aotdror to secure unused borrowing capacity wighRHLB.

The table below sets forth information regarding éimortized cost and fair values of our investmantsmortgage-related securities at the
dates indicated.

As of December 31
2011 2010
Amortized cost Fair value Amortized cost Fair value
(In Thousands)

Securities available-for-sale

Municipal obligations $ 2,73¢ % 2831 % — 3 —
Collateralized mortgage obligatio— government agenci 161,44 165,40: 149,94¢ 152,77¢
Collateralized mortgage obligatio— government sponsored enterpri 2,16¢ 2,15¢ 591 603

$ 166,34¢ $ 170,38 $ 150,53¢ $ 153,37¢

The following table sets forth the contractual miggtand weighted average yield characteristictheffair value of our debt securities at
December 31, 2011, classified by remaining conti@anaturity. Actual maturities may differ from deexctual maturities because issuers have
the right to call or prepay obligations withoutlaal prepayment penalties. Yields on tax-exempigaldions have not been computed on tax
equivalent basis.

Less than One Yeal One to Five Years Five to Ten Years Over Ten Years
Weighted Weighted Weighted Weighted
Average Average Average Average
Balance Yield Balance Yield Balance Yield Balance Yield Total

(Dollars In Thousands)
Available-for -sale

Municipal obligations $ — — % $ — — % $ 2,36¢ 2.3t% $ 467 262% $ 2,831
Collateralized mortgage obligatio— government agencie — — 31€ 5.14 1,072 3.2¢ 164,01 2.8% 165,40:
Collateralized mortgage obligatio- government sponsored enterpri — — — — 2,15¢ 1.7¢ — — 2,15¢

$ = — $  31€ $ 5,59( $164,48( $170,38t¢

Derivative Activities. The Banks’ investment policies allow the Banks actigipate in hedging strategies or use finanaitdres, options or
forward commitments or interest rate swaps witbmpBoard approval. The Banks utilize, from timeitoe, derivative instruments in the cou
of their asset/liability management. As of Decemikr2011 and 2010, the Banks did not hold anydgvie instruments that were designated
as cash flow or fair value hedges. The derivatiwgfplio consists primarily of interest rate swagfered directly to qualified commercial
borrowers which allowed the Banks to provide adixate alternative to their clients while mitigafimterest rate risk by keeping a variable
loan in their portfolios. The Banks economicallydbe client derivative transactions by entering ieoal and offsetting interest rate swap
contracts executed with dealer counterparties.etomomic hedge with the dealer counterparties alline Banks to primarily offset the fixed
rate interest rate risk. Derivative transactionsceted through this program are not designated@suating hedge relationships and are
marked-to market through earnings each period.
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As of December 31, 2011, the aggregate amortizotgpmal value of interest rate swaps with varioasmercial borrowers was approximately
$53.7 million. We receive fixed rates and pay flogtrates based upon LIBOR on the swaps with coroiadoorrowers. These swaps mature
between August 2013 and October 2021. At Decembe?@®l1, the fair value of the swaps with commétmiarrowers was approximately $3.4
million and was included in accrued interest reablg and other assets. On the offsetting swap acstwith dealer counterparties, we pay
fixed rates and receive floating rates based ugB®R. These interest rate swaps mature between #&fli 3 and October 2021. Dealer
counterparty swaps were reported on our balanag sisea net derivative liability of $3.4 millioneto master netting and settlement contracts
with dealer counterparties and is included in aedrimterest payable and other liabilities as ofdébelser 31, 2011.

Loans and Leases Receivabl®Ve principally originate commercial and industi@ns and commercial real estate loans. The oveizlbf
our portfolio has remained consistent in 2011 wbempared to 2010 with approximately 70% of our laad lease portfolio concentrated in
commercial real estate loans primarily in our owmecupied and noowner occupied classes. Commercial real estaténgrngpically involves
larger loan principal amounts than that for resid¢mortgage loans or consumer loans. The repayofehese loans generally is depender
sufficient income from the properties securingltens to cover operating expenses and debt seRéganents on loans secured by comme
real estate are often dependent upon the succegstdtion and management of the properties; therefepayment of these loans may be
affected by factors outside the borrower’s contratjuding adverse conditions in the real estateketeor the economy. In the event that the
cash flow from the property is reduced, the borndsvability to repay the loan could be impactede™eterioration of one or more of these
loans could cause a significant increase in outgrgage of non-performing loans. An increase inp@riorming loans results in a loss of
earnings from these loans and could result in arease in the provision for loan and lease lossaanidcrease in charge-offs, all of which
could have a material adverse impact on our netnirec

Total net loans and leases receivable decreas$gdsg million, or 2.8% to $836.7 million at Decemi3d, 2011 from $860.9 at December 31,
2010. We are seeing demand for new loans and ldasesver, our new loan and lease growth is prilpaffset by the contractual
amortization of our existing portfolio and a redantof non-accrual loans and leases. As discussatbre detail in th&lon-Performing

Assets section non-accrual loans and leases declined by $18l@mior 43.3%, primarily due to non-accrual loarsd leases being either
partially or fully paid off from other sources, Inding refinancing from other financial institutignor partially or fully charged-off. This is a
positive decline in our overall portfolio which téed in improved overall asset quality of our laard lease portfolio which further leads to
lower loan loss provision expense and lower reguidéowance for loan loss reserves.

The economic environment continues to presentehgdls; specifically, the demand for loans from ifjedl prospects continues to be weak.
We have also experienced greater competition dssbawerating in our primary geographic area atteimpieploy excess liquidity. We remain
committed to our underwriting standards and will deviate from those standards for the sole purpbgeowing our loan and lease activity to
be lower than we have experienced in our past andotbe sufficient to replace normal amortizatéod potential disposition of non-
performing loans.

A key component to our loan origination processrélit underwriting through a committee. Businesgaliopment officers generally have
relatively low individual lending authority limitsherefore requiring that a significant portionoofr new credit extensions be approved through
various committees depending on the type of lodease, amount of the credit, and the related cexitj#s of each proposal. We believe the
diligence involved in our underwriting, credit appal and loan monitoring processes provides fangfrcontrols to minimize the deterioration
of the quality of the loan and lease portfolio. Wé&dieve the early detection of problems resultgreater opportunity for us to mitigate our risk
of loss. However, we continue to face credit riskr@acro-economic and political developments impadtmay continue to impact the banking
industry and the welfare of our clients.
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Loan Portfolio Composition. The following table presents information concernting composition of the Banks’ consolidated loamd l@ases
held for investment at the dates indicated.

As of December 31,
2011 2010 2009
Percent of Percent of Percent of
Amount Total Amount Total Amount Total
(Dollars In Thousands)

Commercial real estate loar

Owner occupiet $ 150,52 17.6% $ 152,56( 17.3% $ 170,47 19.95%
Non-owner occupiel 304,59° 35.7i 307,30° 35.0( 271,32¢ 31.7¢
Construction and land developm 38,12« 4.4¢ 61,64" 7.0z 64,19/ 7.51
Multi -family 43,90¢ 5.1¢€ 43,01: 4.9C 43,95¢ 5.14
1-4 family 43,51 5.11 53,84¢ 6.12 56,13 6.5¢
Total commercial real estate loz 580,66’ 68.2( 618,37. 70.4: 606,09( 70.9:
Commercial and industrial loau 237,09¢ 27.8¢ 225,92: 25.7: 199,66 23.6¢
Direct financing leases, n 17,12¢ 2.01 19,28¢ 2.2C 27,601 3.24
Other loans

Home equity and second mortge 4,97( 0.5¢ 5,091 0.5¢ 7,87¢ 0.9z
Other 11,68: 1.37 9,31t 1.0¢ 13,26( 1.5t
Total other loan: 16,65: 1.9¢ 14,40¢ 1.64 21,13¢ 2.47
Gross loans and leases receiv: 851,54t 100.0% 877,98t 100.0(% 854,49’ 100.0%
Contras to loans and leas

Allowance for loan and lease los: (14,154 (16,27 (14,129

Deferred loan fee (709 (7829 (566€)

Loans and leases receivable, $ 836,68 $ 860,93 $ 839,80

The following table shows the scheduled contraatuetiurities of the Banks’ consolidated gross lcamd leases held for investment, as well as
the dollar amount of such loans and leases whielseneduled to mature after one year which hawel for adjustable interest rates, as of
December 31, 2011.

Interest terms on amounts due

Amounts Due after one year
After One
In One Year Year through After Five
or Less Five Years Years Total Fixed Rate Variable Rate

(In Thousands)

Commercial real esta

Ownel-occupied $ 2809 $ 90,12« $ 32,31( $ 150,52¢ $ 87,057 $ 3537i
Non-owner occupiel 79,18( 164,47( 60,947 304,59 167,79 57,62:
Construction and land developmt 20,71% 14,17¢ 3,231 38,12« 11,82 5,58¢
Multi -family 16,53¢ 19,40: 7,96¢ 43,90t 20,15¢ 7,214
1-4 family 18,64¢ 22,24¢ 2,61¢ 43,51 22,44¢ 2,41¢
Commercial and industrii 80,44+ 136,45¢ 20,19¢ 237,09¢ 35,84} 120,80¢
Direct Financing Lease 3,201 11,415 2,51C 17,12¢ 13,92% —
Other 6,95¢ 9,30¢ 391 16,65: 8,671 1,02(

$ 253,770 $ 467,59¢ $ 130,17 $ 85154t $ 367,72t $ 230,04

Commercial Real Estate LoansThe Banks originate owner occupied and non-owneupied commercial real estate loans which havelfixe
or adjustable rates and generally terms of upvi® fears and amortizations of up to twenty-fivergean existing commercial real estate and
new construction. The Banks also originate loarsttstruct commercial properties and complete e@lopment projects.
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The Banks’ construction loans generally have tesfr@x to 24 months with fixed or adjustable inttreates and fees that are due at the time of
origination. Loan proceeds are disbursed in incrémas construction progresses and as projectdtisps warrant. Multi-family loans are
primarily secured by apartment buildings and arstigdocated in Dane and Waukesha counties. Offieutofamily first mortgage loans are
generally secured by single family homes that atd for investment by our clients.

Commercial and Industrial Loans. The Banks’ commercial and industrial loan portfai@omprised of loans for a variety of purposescivh
principally are secured by inventory, accounts iredge, equipment, machinery and other corporagetasand are advanced within limits
prescribed by our loan policy. The majority of slcains are secured and typically backed by persgpredantees of the owners of the
borrowing business.

Of the $237.1 million of commercial and industiiz&ns, including asset based loans, outstanding Becember 31, 2011; $113.3 million
were originated by FBCC, our asset-based lendibgidiary. These asset-based loans are typicallyreddy the borrower’s accounts
receivable and inventory. Asseased borrowers are usually highly leveraged antioe inconsistent historical earnings. Thereftrese loan
generally have higher interest rates, non-origimatees collected in lieu of interest and are agzamied by close monitoring of assets. Asset-
based loans secured by owner-occupied real estatarded to $14.2 million as of December 31, 201d ae included in the owner-occupied
commercial real estate loan portfolio.

LeasesLeases initiated through First Business Equipmémdrce (FBEF) are originated with a fixed rate gypically a term of seven years
less. It is customary in the leasing industry tovie 100% financing, however, FBEF will, from ti@time, require a down payment or lease
deposit to provide a credit enhancement. All eq@ptieases must have an additional insured endergesnd a loss payable clause in the
interest of FBEF and must carry sufficient physitaiage and liability insurance.

FBEF leases machinery and equipment to clientsrdedees which qualify as direct financing leagegihancial reporting and as operating
leases for income tax purposes. Under the direahfiing method of accounting, the minimum leaser@yts to be received under the lease
contract, together with the estimated unguarantesidual value (approximating 3 to 20% of the ajshe related equipment), are recorded as
lease receivables when the lease is signed aridabe property is delivered to the client. The sgad the minimum lease payments and
residual values over the cost of the equipmergdsnded as unearned lease income. Unearned |leasadris recognized over the term of the
lease on a basis which results in a level ratetofrn on the unrecovered lease investment. Leasagyds are recorded when due under the
lease contract. Residual value is the estimatedrfarket value of the equipment on lease at leasaination. In estimating the equipmentair
value, FBEF relies on historical experience by pount type and manufacturer, published sourcesed equipment pricing, internal
evaluations and, where available, valuations bgpetdent appraisers, adjusted for known trends.

Other Loans. The Banks originate a small amount of consumerda@amsisting of home equity, second mortgage, toadd and other
personal loans for professional and executive Wiefthe Banks.
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Non-performing Assets.Our non-accrual loans and other non-performingtagsmsisted of the following at December 31, 28dd 2010.

December 31
2011 2010 2009
(Dollars In Thousands)

Non-accrual loans and leas
Commercial real estat

Commercial real esta— owner occupiet $ 297 % 6,28: $ 7,99¢
Commercial real esta— nor-owner occupiet 2,24¢ 5,14« 48€
Construction and land developm: 7,22¢ 9,27¢ 3,31
Multi-family 2,00¢ 4,18¢ 1,76(
1-4 family 3,50¢ 4,23 3,01t
Total nor-accrual commercial real est: 17,96¢ 29,12¢ 16,574
Commercial and industrii 1,55¢ 6,43¢ 7,08¢
Direct financing leases, n 18 — 1
Other:
Home equity and second mortge 1,00z 93¢ 872
Other 1,227 1,90¢ 3,292
Total nor-accrual other loan 2,22¢ 2,84 4,164
Total nor-accrual loans and leas 21,76¢ 38,40¢ 27,82t
Foreclosed properties, r 2,23¢ 1,75( 1,671
Total nor-performing asset $ 2400 $ 40,15¢ $  29,49¢
Performing troubled debt restructurir $ 111§ 71 $ —
Total nor-accrual loans and leases to gross loans and | 2.56% 4.37% 3.26%
Total nor-performing assets to total ass 2.04 3.6 2.64
Allowance for loan and lease losses to gross leaddease 1.6€ 1.8t 1.6t
Allowance for loan and lease losses to-accrual loans and leas 65.0: 42.3i 50.7¢

As of December 31, 2011 and 2010, $13.3 million $b8.7 million of the non-accrual loans are cong&ddroubled debt restructurings,
respectively. As noted in the above table, nongrering assets consisted of non-accrual loans as#teand foreclosed properties totaling
$24.0 million, or 2.56% of total assets, as of Deber 31, 2011, a decrease in non-performing ae$d.2%, or $16.2 million, from
December 31, 2010. The improvement in asset qualdgtributable to several factors including anfigant reduction in our non-accrual
portfolio by way of reducing outstanding balancas tb borrowers obtaining alternative sources oéluor through borrower initiated sale of
underlying collateral, continued payment collectidhat have been applied directly to principal, #redresult of the recognition of further
charge-offs given valuations of underlying collatdor collateral dependent loans.

A summary of our current period non-accrual load E@se activity is as follows (In Thousands):

Non-accrual loans and leases as of December 31, $ 38,40¢
Loans and leases transferred into-accrual statu 13,07¢
Non-accrual loans and leases returned to accrual ¢ (715)
Non-accrual loans and leases transferred to foreclpsgzkrties (3,119
Non-accrual loans and leases patrtially or fully cha-off (7,15¢)
Cash received and applied to principal of -accrual loans and leas (18,726
Non-accrual loans and leases as of December 31, $ 21,76¢
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We continue to actively monitor the credit quabifyour loan and lease portfolios. Through this niamimg effort, we may identify additional
loans and leases for which the borrowers or lesseebaving difficulties making the required pripali and interest payments based upon
factors including but not limited to, the inability sell land, inadequate cash flow from the openatof the underlying businesses, or
bankruptcy filings. Therefore, we continue to expece new additions of non-accrual loans. We belaurent economic conditions will
remain largely the same for the near term. As altiese expect that we will continue to experieetevated levels of impaired loans and lee
We are, however, seeing improvements in assettyudlour loan and lease portfolio as evidencedhgydecline in the non-performing assets
coupled with a relatively low percentage of nonfpening assets to accruing loans. At December 81120.5% of total accruing loans were
30-89 days past due. This early stage delinquerayitoring provides insight into potential futureoptems. Based upon the payment
performance, there does not appear to be immimeasaf concern as of the end of the reportingopeglthough this metric can change rap

if factors currently unknown to us change.

In 2011, 2010 and 2009, there were no loans ovela98 past due and still accruing interest. Loamksleases greater than 90 days past due are
considered impaired and are placed on non-acctaiaiss Cash received while a loan or a lease moorRaccrual status is applied against the
outstanding principal. Please also refeNtuie 4 —Loan and Lease Receivables, Impaired Loans and Leasand Allowance for Loan Leas
Lossesn the Consolidated Financial Statements for aoid#ti detail related to past due statistics by lmadh lease classes.

We also monitor our asset quality through our distadd categories as definedNiote 4 — Loans and Lease Receivables, Impaired Logn
and Leases and Allowance for Loan and Lease Losseshe Notes to Consolidated Financial Stateméffis.are seeing improved
percentages in our categories that would be coresidadicative of adequate credit quality. Our toi@n-accrual loans and leases as a
percentage of gross loans and leases decline&@éwat December 31, 2011 as compared to 4.37%candlger 31, 2010. This is due to
problem credits exiting the Banks as well as sliiftsredit risk ratings to improved levels basedmpur established monitoring criteria with
77.0% of our portfolio considered a Category |. Wge a wide variety of available metrics to asses®verall asset quality of the portfolio and
no one metric is used independently to assessabdimclusion on the asset quality of the portfolMe are proactively working with our
impaired loan borrowers to find meaningful solusda difficult situations that are in the best mett of the Banks. We received cash payments
of approximately $15.4 million from borrowers onmaccrual status principally due to clients exitig bank with alternative sources of
financing or borrower initiated sales of underlyrajlateral. We received cash payments of approtéiy&3.3 million from operations of the
borrowers which we applied directly to principak e continue to have these discussions, we expeatcive will continue to see further
reductions in our overall non-accrual portfolio.

Impaired loans and leases exhibit weaknessesrthiit repayment in compliance with the originahtes of the note or lease and may lead to a
potential loss. However, the measurement of impaitnon loans and leases may not always resulspeaific reserve included in the
allowance for loan and lease losses. As part ofitfuerwriting process as well as our ongoing momitpefforts, we try to ensure that we have
adequate collateral to protect our interest inrdiated loan or lease. As a result of this practicgignificant portion of our outstanding balance
of impaired loans or leases either does not reqdditional specific reserves or requires only aimal amount of required specific reserve as
we believe the loans and leases are adequatebterallized as of the measurement period. In addittmnagement is proactive in recording
charge-offs to bring loans to their net realizaldéue in situations where it is determined withtaity that we will not recover our entire
principal. This practice leads to a lower allowafmeloan and lease loss to non-accrual loans @askls ratio as compared to our peers or
industry expectations. As of December 31, 2011Recember 31, 2010, our allowance for loan and lezss®s to total non-accrual loans and
leases was 65.03% and 42.37%, respectively. Asegilio see improvements in asset quality and alfme for loan and lease loss reserves
are measured more through general characteridtmsr@ortfolio rather than through specific idéiatition, we will see this ratio rise.
Conversely, if we identify further impaired loatmsst ratio could fall should the impaired loan be@ulately collateralized and therefore no
specific or general reserve provided. Given ouiriass practices and our evaluation of our exidtiag and lease portfolio, management
believes that this coverage ratio is appropriatete probable losses inherent in our loan anceleastfolio as of December 31, 2011.
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Additional information about impaired loans as néidor the years ended December 31, 2011 and 2@$tw follows:

As of December 31

2011 2010
(In Thousands)
Impaired loans and leases with no impairment res $ 18,88¢ $ 19,74¢
Impaired loans and leases with impairment resaregsired 2,98¢ 19,37¢
Total impaired loans and leas 21,87 39,12/
Less:
Impairment reserve (included in allowance for l@awdl lease losse 88¢€ 3,45¢
Net impaired loans and leas $ 20,98 $  35,66¢
Average impaired loans and lea: $ 33,79 % 29,71«
For the years ended December 31,
2011 2010
(In Thousands)
Interest income attributable to impaired loans leades $ 2,68, $ 2,70z
Interest income recognized on impaired loans aaskls (787) (102)
Net foregone interest income on impaired loanslaase: $ 1,89t $ 2,60(

In addition to all non-accrual loans and leasepaimed loans and leases as of December 31, 20120didalso included $111,000 and
$718,000 of loans that are performing troubled destructurings, and thus are not on @aerual status, but are considered impaired, dttee
concession in terms. Loans with no specific reserequired represent impaired loans where theteotlh based upon current information, is
deemed to be sufficient or that have been parta@ibrgedsff to reflect our best estimate of fair value loé toan. When analyzing the adequ
of collateral, we obtain external appraisals. Galiqy regarding appraisals requires the utilizatidrappraisers from our approved list, the
performance of independent internal reviews to toorthe quality of such appraisals and receiptenf mppraisals for impaired loans at least
annually, or more frequently as circumstances wark&e make adjustments to the appraisals for gg@te selling costs. In addition, the
ordering of appraisals and review of the appraiaetsperformed by individuals who are independétit®@loan approval process. Based on the
specific evaluation of the collateral of each impdiloan, we believe the reserve for impaired loaas adequate at December 31, 2011.
However, we cannot provide assurance that the &amiscircumstances surrounding each individual iregddoan will not change and that the
specific reserve or current carrying value may ifferent in the future which may require additiochlarge-offs or specific reserves to be
recorded.

Foreclosed properties are recorded at the loweostfor fair value. If, at the time of foreclosutieg fair value less cost to sell is lower than the
carrying value of the loan, the difference, if aisycharged to the allowance for loan and leasse®grior to transfer to foreclosed property.
fair value is based on appraisals, discounted flashanalysis (the majority of which is based omreat occupancy and lease rates) or
verifiable offers to purchase. After foreclosuraluation allowances or future write-downs to faafue less costs to sell are charged directly to
non-interest expense. Foreclosed properties wegerfillion, an increase of 27.8%, at December B1,12from $1.8 million at December 31,
2010. The increase in foreclosed properties is gmilgnattributable to the addition of new propestie our portfolio as we proceeded with
appropriate foreclosure actions to mitigate andgmtoour interests from further loss offset by sssful efforts to sell existing inventory of
foreclosed properties. Due to further deterioratbthe market value of properties we own, we rdedrimpairment losses of $621,000 for the
year ended December 31, 2011. Net gains on sakedsiing foreclosed property inventory were $200,6or the year ended December

2011. We continue to evaluate possible exit stiagegn our impaired loans which foreclosure acti@y be probable and we expect that our
level of foreclosed assets may increase in thedutibans are transferred to foreclosed propewnte=n we claim legal title to the properties.
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A summary of foreclosed properties activity for $fears ended December 31, 2011 and 2010 is asviollo

2011 2010
(In Thousands)
Balance at the beginning of the per $ 1,75C $ 1,671
Transfer of loans to foreclosed properties, at lo@fecost or fair valu 3,11¢ 1,84
Impairment adjustmen’ (621) (326)
Net book value of properties sc (2,012 (1,437)
Balance at the end of the peri $ 2,236 $ 1,75(

Allowance for Loan and Lease Lossed.0 determine the level and composition of the alloee for loan and lease losses, we break out the
portfolio by segments and risk ratings. We firstlerate loans and leases for potential impairmexgsification. Once a loan or lease is
determined to be impaired we then analyze the irmgdoans and leases on an individual basis taméte a specific reserve based upon the
estimated value of the underlying collateral foltateral-dependent loans, or alternatively, thespre value of expected cash flows. In order to
establish the level of the general portion of thevwance for loan and lease losses, we regulasieve and update the calculations within our
existing allowance methodology by incorporatingdnieal charge-off migration analysis and an arialp$ the current level and trend of
several factors that we believe may indicate logsése various segments of the loan and leaségtiottThese factors include delinquencies,
volume and average size loan relationships, aveiseating, technical defaults, geographic cotcions, loans and leases on management
attention watch lists, unemployment rates in ourk@areas, experience in the credit granting fonst changes in underwriting standards and
level of non-performing assets and related faiugalf underlying collateral. The historical chagfémigration analysis utilizes the most rec
five years of net charge-offs and traces the migmatf the risk rating from origination through ebe-off. The historical percentage of the
amounts charged-off for each risk rating is aveddge the five-year period giving greater weightle calculation to the recent years. We then
apply these percentages to the current loan asé jgartfolio.

When it is determined that we will not receive euatire contractual principal or the loss is confidnwe record a charge against the allowance
for loan and lease loss reserve to bring the lodease to its net realizable value. Due to thenenty’s ongoing weakness, estimated proceeds
from the sales of property securing collateral deleat loans have generally been deemed insuffitiergpay the related debt, confirming our
inability to receive our entire contractual priraipn certain commercial real estate loans. Marthefimpaired loans are collateral dependent.
It is part of our routine process to obtain apgaigi®n all impaired loans at least annually, orerfeequently as circumstances warrant. As we
have completed new appraisals and/or market evahsatwe have found that in general real estateesatontinue to decline, and that current
fair values collateralizing certain impaired loamsre inadequate to support the entire amount obtitetanding debt. Foreclosure actions may
have been initiated on certain of these commereallestate and other mortgage loans. As of DeceB81he011, the allowance for loan loss
reflected the results of the most current inforovative have based upon the monitoring systems gepla

As a result of this review process, we have coregduthat an appropriate allowance for loan and l&ssereserve for the existing loan and le

portfolio was $14.2 million, or 1.66% of gross lsand leases, at December 31, 2011. Taking intsideration net chargeffs of $6.4 million

the required provision for loan and lease losses$4a3 million for the year ended December 31, 2@t December 31, 2010, the allowance
for loan and lease losses was $16.3 million, 05% ®f gross loans and leases, reflecting net chaififgeof $4.9 million and a provision for lo

and lease losses of $7.0 million for the year eridecember 31, 2010.

Given complexities with legal actions on certairoaf large commercial real estate and commercidligaustrial loans and the continued
decline in economic conditions, we continue to eatd the best information available to us to deitgerthe amount of the loans that are
uncollectable. We believe the loans were recordéldesappropriate values at December 31, 2011; hexvéurther charge-offs could be
recorded if changes in facts and circumstancdsdritture lead us to a different conclusion.
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A summary of the activity in the allowance for loamd lease losses follows:

Year Ended December 31
2011 2010 2009
(Dollars In Thousands)

Allowance at beginning of peric 16,27. $ 14,12¢  $ 11,84¢
Charge-offs:
Commercial real estat
Commercial real esta— owner occupiet (1,37¢) (25¢) —
Commercial real esta— nor-owner occupiet (2,612 — —
Construction and land developm: (2,097) (2,110 (2,687)
Multi-family (312 (2,059 (4249
1-4 family (942) (596) (542)
Commercial and industrii (475) (352) (2,03))
Direct financing lease — — (231)
Other:
Home equity loans and second mortg (113) (142) (157)
Other (309 (699 (36)
Total charg-offs (7,230 (5,210 (6,1072)
Recoveries
Commercial real esta
Construction and land developm 13 23 —
Multi-family 28¢ 16 —
Commercial and industrii 477 265 147
Direct financing leases, n 19 8 —
Other
Home equity loans and second mortg 68 1 8
Other 2 — —
Total recoverie: 864 313 158
Net charg-offs (6,366 (4,897 (5,947
Provision for loan and lease los: 4,25( 7,044 8,22t
Allowance at end of perio 14,15¢ $ 16,27 $ 14,124
Allowance to gross loans and lea 1.6€% 1.85% 1.65%

Consistent with 2010, the majority of the chargks-@f 2011 resulted from declining values of caltal associated with impaired loans and
leases. Our charge-offs were primarily concentratemir commercial real estate portfolio. We counéro experience an elevated level of

charge-offs in our construction and land developnpentfolio, which is substantially related to laddvelopment projects. In addition in 2011
we experienced losses in our owner occupied anebmarer occupied commercial real estate classeserltiearge-offs were associated with
declining collateral values. The majority of loahat created the charge-offs have either beengfim we have taken title to the underlying
collateral and they are now classified as foredqe®perties. There continues to be a level of tatgy regarding the remaining timeframe of
when real estate values will reach their loweshpdis a result of this uncertainty, we continuexpect an elevated level of charge-offs within
our commercial real estate portfolio.

The majority of the chargeffs resulted from declining collateral values dagrihe year ended December 31, 2010. As collatataes decline
over the course of the year, management determiitectertainty that we would not recover the coatual principal. Therefore, we recorded
charge-offs in amounts necessary to bring the caywyalue of the impaired loans to the net realeatalue of the loan or lease based upon the
third party evidence. In 2010, our charge-offs wagacentrated primarily in two loan classes: cartdion and land development and multi-
family.
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We review our methodology and periodically adjukication percentages of allowance by segmentefiscted in the following table, based
upon historical results. Within the specific categs, certain loans or leases have been idenfifiedpecific reserve allocations as well as the
whole category of that loan type or lease beingereed for a general reserve based on the foregmiatysis of trends and overall balance
growth within that category.

The table below shows our allocation of the allogeafor loan and lease losses by loan portfolio ssgsat the dates indicated.

As of December 31,

2011 2010 2009
Percent of Percent of Percent of
Allowance loans in Allowance loans in Allowance loans in
for loan each for loan each for loan each
and lease category to and lease category to and lease category to
losses total loans losses total loans losses total loans

(Dollars In Thousands)

Loan segments

Commercial real esta $ 9,55¢ 68.2% $ 11,20¢ 70.4% $ 8,89( 70.9%
Commercial and industrii 3,971 27.€ 4,277 25.7 4,131 23.4
Other 384 2.C 543 1.7 74¢€ 2.5
Direct financing leases, n 24C 2.C 24E 2.2 357 3.2
Total $ 14,15¢ 100.(% $ 16,277 100.(% $ 14,12« 100.0(%

Although we believe the allowance for loan and éddasses was adequate based on the current lelgroflelinquencies, non-accrual loans,
trends in charge-offs, economic conditions and rothetors as of December 31, 2011, there can ksssarance that future adjustments to the
allowance will not be necessary. We adhere to higterwriting standards in order to maintain strasget quality and continue to pursue
practical and legal methods of collection, reposisasand disposal of any such troubled assetsf Recember 31, 2011, there were no
significant industry concentrations in the loantfiio.

Deposits.As of December 31, 2011, deposits increased by0#@8lion to $1.051 billion from $988.3 million &iecember 31, 2010. Deposits
are the primary source of the Banks’ funds for lrgdind other investment activities. A variety otaunts are designed to attract both short-
and long-term deposits. These accounts includeimenest bearing transaction accounts, interestiligg&ransaction accounts, money market
accounts and time deposits. Deposit terms offeyetthds Banks vary according to the minimum balamzpiired, the time period the funds must
remain on deposit, the rates and products offeyaddrketplace competition and the interest ratesged on other sources of funds, among
other factors. Attracting in-market deposits hasrba renewed focus of the Banks’ business developaificers. With two separately
chartered financial institutions within our Corptioa, we have the ability to offer our clients atifghal FDIC insurance coverage by
maintaining separate deposits with each Bank. \Wighchange in the regulations regarding the intdirags on NOW accounts to qualify for
unlimited FDIC insurance, we have seen a shiftinlmalances out of NOW accounts into non-interestring transaction accounts. The ending
balances within the various deposit types fluctiiased upon maturity of time deposits, client deisdor the use of their cash coupled with
servicing and maintaining client relationships. ¥Weus on attracting and servicing deposit relatijps, as compared to rate sensitive clients,
and therefore we monitor the success of growtim-eharket deposits based on the average balan@es deposit accounts. Rate sensitive
clients may create an element of volatility to daposit balances. Referiote 8 — Depositsn the Consolidated Financial Statements for
additional information regarding our deposit compos.

Our Banks’ in-market deposits are obtained primgdridm South Central, Northeastern and Southeaségiions of Wisconsin. Of our total
yea-to-date average deposits, approximately $519.Bomijlor 51.6%, were considered in-market depdsitshe year ended December 31,
2011. This compares to year-to-date average in-ebadposits of $486.6 million, or 50.3%, for theayended December 31, 2010. Attracting
client deposits and increasing overall deposit maskare is affected by a competitive environm©éfg.continue to remain focused on
increasing our in-market deposit base and redumimgverall dependency on brokered certificatedepfosits; however, as changes in
regulation occur, specifically as outlined in thedd-Frank Act provisions affecting deposit insugrend other amendments by the FDIC, we
cannot be assured that our clients will mainta@irthalances solely with our institution. Our conifien and the banking industry as a whole
will also face this challenge, and we believe thew opportunities to develop relationships andhattnew money will be available.
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The following table sets forth the amount and nitias of the Bankstertificates of deposit, including brokered depnsat December 31, 20:

Over three Over six
months months
Three months through through Over
Interest rate and less six months twelve months twelve months Total
(In Thousands)
0.00% to 1.99% $ 21,10¢ $ 32,397 $ 68,14 $ 11253( $ 234,17¢
2.00% to 2.99% 20,59¢ 5,841 44,30: 175,21¢ 245,95;
3.00% to 3.99% 2,70¢ — — 29,12¢ 31,83
4.00% to 4.99¥% — 9,71 5,05¢ 2,952 17,72(
5.00% and greatt 2,054 — 25¢ — 2,30¢

$ 46,460 $ 47957 $ 117,75¢ $ 319,82t $ 531,99¢

At December 31, 2011, time deposits included $54lllon of certificates of deposit in denominatiogieater than or equal to $100,000. Of
these certificates, $8.4 million are scheduled &ure in three months or less, $9.5 million in ¢gethan three through six months, $21.5
million in greater than six through twelve montimsi&14.6 million in greater than twelve months.

Of the total time deposits outstanding as of Deaan3i, 2011, $212.2 million are scheduled to matu2012, $144.0 million in 2013, $76.5
million in 2014, $40.5 million in 2015, $20.6 mdk in 2016, and $38.2 million thereafter. As of Beaber 31, 2011, we have $32.8 million of
brokered certificates of deposit that the Banks'ehtine right to call prior to the scheduled mayurithese certificates have original maturities
ranging from 5-20 years with option to call aftee first six months of holding the certificate aither semi-annually or monthly call options
thereafter.

Borrowings. We had total borrowings of $50.6 million as of Destxer 31, 2011, a decrease of $1.2 million, or 2.886n $51.8 million at
December 31, 2010. The decrease is primarily driyerepayment of outstanding FHLB advances at tmitractual maturity offset by
additional draws on our senior line of credit.

The following table sets forth the outstanding baks, weighted average balances and weighted &ver@gest rates for our borrowings (short-
term and long-term) as indicated.

As of December 31

2011 2010
Weighted Weighted Weighted Weighted
Average Average Average Average
Balance Balance Rate Balance Balance Rate
(Dollars In Thousands)
Federal funds purchas $ — 3 252 — % $ — % — — %
FHLB advance: 482 65€ 5.8¢ 2,49 13,41« 4.7¢
Line of credit 81C 2,23¢ 4.0¢€ 10 10 4.0€
Subordinated notes payal 39,00( 39,00( 6.12 39,00( 39,00( 5.5k
Junior subordinated notes paya 10,31¢ 10,31 10.7¢ 10,31 10,31¢ 10.7¢
$ 50,607 $ 52,45¢ 6.9¢ % 51,81¢ % 62,73¢ 6.2€
Shor-term borrowings $ 81C $ 2,01(
Long-term borrowings 49,79; 49,80¢
$ 50,607 $ 51,81¢
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Refer toNote 9 — FHLB Advances, Other Borrowings and JunioiSubordinated Debtin the Consolidated Financial Statements for specif
details regarding the terms of each of the outstandebt instruments.
The following table sets forth maximum amounts tutding at each month-end for specific types ofdwwings for the periods indicated.
Year Ended December 31,

2011 2010
(In Thousands)

Maximum montl-end balance
FHLB advance! $ 49 % 18,50¢
Federal funds purchas — —

Stockholders’ Equity. As of December 31, 2011, stockholders’ equity wéé.% million or 5.5% of total assets. Stockholdelity increased
by $8.9 million during the year ended December281,1 primarily as a result of comprehensive incai®9.1 million, which includes net
income of $8.4 million plus an increase in accurtadaother comprehensive income of $700,000. Réstristock issued with respect to share-
based compensation programs increased equity 8,8®07. These increases were partially offset bgsuey stock purchases of $103,000 and
cash dividends declared of $732,000. As of Decer8beP010, stockholders’ equity totaled $55.3 miilor 5.0% of total assets.

Non-bank Consolidated Subsidiaries

First Madison Investment Corporation. FMIC is a wholly-owned operating subsidiary of FBiat was incorporated in the State of Nevada in
1993. FMIC was organized for the purpose of maragiportion of the FBB'’s investment portfolio. FMi@ests in marketable securities. As
an operating subsidiary, FMIC'’s results of operatiare consolidated with FBB'’s for financial andukatory purposes. FBB’s investment in
FMIC was $147.1 million at December 31, 2011. FMi&2 net income of $4.1 million for the year endet@&nber 31, 2011. This compare

a total investment of $204.9 million at December3&110 and net income of $5.1 million for the yeaded December 31, 2010. Effective
October 1, 2011, FMIC no longer invests in comnan@al estate loans.

First Business Capital Corp.FBCC is a wholly-owned subsidiary of FBB formedli®95 and headquartered in Madison, Wisconsin. FBCC
an asset-based lending company established totheefhancing needs of companies that are genewaliple to obtain traditional bank
financing. FBCC underwrites its loans with addiabemphasis placed on collateral coverage as tmpanies it finances are growing rapidly,
highly leveraged, or undergoing a turn-around pkeriBB’s investment in FBCC at December 31, 201& $£9.9 million and net income for
the year ended December 31, 2011 was $3.3 millibis compares to a total investment of $16.5 millimd net income of $3.2 million,
respectively, at and for the year ended Decembge?(B10.

FMCC Nevada Corp.FMCCNC was a wholly-owned subsidiary of FBCC inamgied in the state of Nevada in 2000. FMCCNC iteckn
asset-based loans in the form of loan participatioom FBCC with FBCC retaining servicing. Effei®ctober 1, 2011, this subsidiary was
dissolved and its assets were transferred to FBCC.

First Business Equipment Finance, LLCFBEF, headquartered in Madison, Wisconsin, was éorin 1998 for the purpose of originating
leases and extending credit in the form of loarsnall and medium-sized companies nationwide aadagolly-owned subsidiary of FBB.
FBB'’s total investment in FBEF at December 31, 2011%6a4 million and FBEF had net income of $569,080te year ended December
2011. This compares to a total investment of $5IBom and net income of $659,000 at and for tharyended December 31, 2010.

FBB Real Estate, LLC. FBBRE is a wholly-owned subsidiary of FBB and i@sned in 2009 for the purpose of holding andiligting real

estate and other assets acquired through foreelaswther legal proceedings. FBB's total investhiefrBBRE at December 31, 2011 was
$561,000 and FBBRE had a net loss of $94,000 foytar ended December 31, 2011. This comparettalanvestment of $1.3 million anc
net loss of $19,000, respectively, at and for tharyended December 31, 2010.
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FBB-Milwaukee Real Estate LLC.FBBMRE is a wholly-owned subsidiary of FBB — Milwkae and was formed in 2009 for the purpose of
holding and liquidating real estate and other asaefuired through foreclosure or other legal pedoeys. FBB-Milwaukee’s total investment
in FBBMRE was $1.3million at December 31, 2011 &BBMRE had a net loss of $297,000 for the year dridlecember 31, 2011. This
compares to a total investment of $1.4 million aetlloss of $212,000, respectively, at and forydwr ended December 31, 2010.

Liquidity and Capital Resources

During the years ended December 31, 2011 and 208 Banks did not make any dividend payments tcCiiporation. The Banks are subject
to certain regulatory limitations regarding thdiilily to pay dividends to the Corporation. We leek that the Corporation will not be advers
affected by these dividend limitations. The Corpioraexpects to meet its liquidity needs througlsixg cash on hand, established cash flow
sources, its third party senior line of creditdoridends received from the Banks, if any. The @oation’s principal liquidity requirements at
December 31, 2011 are the repayment of the outistgihélance on its senior line of credit, inteqggyments due on subordinated notes and
interest payments due on junior subordinated ndtes.capital ratios of the Corporation and its &ibses continue to meet all applicable
regulatory capital adequacy requirements and hitvereemained stable or have shown signs of imgmgent from December 31, 2010. Refer
to Note 10 — Stockholders’ Equity and Regulatory Capdl in the Notes to the Consolidated Financial Statésnfem details regarding the
Corporations and Banks’ capital ratios as of Decan®i, 2011 and 2010. The Corporation’s and thekBa®oard of Directors and
management work in concert with the appropriatelagry bodies on decisions which affect their t@osition, including but not limited to,
decisions relating to the payment of dividends iacdeasing indebtedness.

The Banks maintain liquidity by obtaining fundsrfreeveral sources. The Banks’ primary sourcesradgare principal and interest
repayments on loans receivable and mortgage-retamdities, deposits and other borrowings sudkderal funds and FHLB advances. The
scheduled payments of loans and mortgage-relatedises are generally a predictable source of sulkposit flows and loan prepayments,
however, are greatly influenced by general interagts, economic conditions and competition.

We view on-balance sheet liquidity as a criticaneént to maintaining adequate liquidity to meeteash and collateral obligations. We define
our on-balance sheet liquidity as the total of shwrt-term investments and our unpledged secugtiagable-for-sale. As of December 31,
2011, our immediate on-balance sheet liquidity $260.5 million. At December 31, 2011 and 2010,Bheks had $113.2 million and

$40.8 million on deposit with the Federal ReseramlB respectively. Any excess funds not used fan flunding or satisfying other cash
obligations were maintained as part of our@bance sheet liquidity in our interest bearingoacis with the Federal Reserve Bank, as we \
the safety and soundness provided by the FedesarfiRzBank. We plan to utilize excess liquiditypty down maturing debt, pay down
maturing brokered certificates of deposit, or invesecurities to maintain adequate liquidity mtimproved margin. Should loan growth
opportunities be presented, we would also expegtiliae excess liquidity to fund loan portfolioayth.

We had $446.7 million of outstanding brokered dépat December 31, 2011, compared to $499.1 millibbrokered deposits as of
December 31, 2010, which represented 42.5% and®06f®nding balance total deposits. We are comdhttieour continued efforts to raise in-
market deposits and reduce our overall dependembeakered certificates of deposit. However, brekledeposits are an efficient source of
funding for the Banks and allow them to gather fuadross a larger geographic base at price lemdlsnaturities that are more attractive than
single service deposits when required to raisenéesi level of deposits within a short time perida.cess to such deposits allows us the
flexibility to decline pursuing single service dejtaelationships in markets that have experiengddvorable pricing levels. In addition, the
administrative costs associated with brokered depase considerably lower than those that woulihbarred to administer a similar level of
local deposits with a similar maturity structureur@n-market relationships remain stable; howeseposit balances associated with those
relationships will fluctuate. We expect to estdbliew client relationships and continue marketifigres aimed at increasing the balances in
existing clients’ deposit accounts. Nonethelesswilldikely continue to use brokered deposits torgpensate for shortfalls in deposit gathering
in maturity periods, typically three to five yeangeded to effectively match the interest rateideity measured through our defined
asset/liability management process. In order teigemfor ongoing liquidity and funding, all of obrokered deposits are certificates of deposit
that do not allow for withdrawal at the option bétdepositor before the stated maturity. The Baldgsidity policies limit the amount of
brokered deposits to 75% of total deposits. ThekBavere in compliance with the policy limits thrdwggt 2011 and 2010.
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The Banks have been able to access the brokertficeée of deposit market as needed at rates emmdst comparable to market standards. In
the event that there is a disruption in the avditgtof brokered deposits at maturity, the Banks/é managed the maturity structure so that at
least one year of maturities could be funded thindugrrowings with the FHLB or Federal Reserve Disad/Nindow utilizing currently
unencumbered securities as collateral. As of Deeerdb, 2011, the available liquidity is in exce$she stated policy and we currently have
the ability to fund 26 months of maturities througdrrowings with the FHLB or Federal Reserve Distdindow. We believe the Banks will
also have access to the unused federal funds tinsk,flows from borrower repayments and cash flivars security maturities and have the
ability to raise local market deposits by offeratractive rates to generate the level requirddlfdl their liquidity need.

The Banks are required by federal regulation tontad sufficient liquidity to ensure safe and sowperations. We believe that the Banks
sufficient liquidity to match the balance of nethdrawable deposits and short-term borrowingsghtlbf present economic conditions and
deposit flows. The regulatory requirements for ilitijty are discussed ihem 1, BusinesaunderSupervision and Regulation.

During the year ended December 31, 2011, operattigities resulted in a net cash inflow of $17.@lion. Operating cash flows included net
income of $8.4 million. Net cash provided from istiag activities for the year ended December 31,120as approximately $716,000 which
consisted of cash inflows from maturities of avaléafor-sale securities and a net change in loaddeases balance primarily offset by
reinvestment of cash flows within purchases of toldial securities available-for-sale. Net cash pted by financing activities for the year
ended December 31, 2011 was $61.0 million primdrdyn net increases in deposits. Please refera@tmsolidated Statements of Cash
Flows for further details regarding significant sourcésash flow for the Corporation.

Off-balance Sheet Arrangements

As of December 31, 2011, the Banks had outstantbngmitments to originate $204.8 million of loanglammmitments to extend funds to or
on behalf of clients pursuant to standby lettersretiit of $7.4 million. As of December 31, 2011g Banks had $103.4 million of commitme

to extend funds which extend beyond one year. Weadl@xpect any losses as a result of these furaimgnitments. We have evaluated
outstanding commitments associated with loansvilea¢ identified as impaired loans and concludetittitexe are no additional losses
associated with these unfunded commitments. We\sethat additional commitments will not be grameédditional collateral will be
provided to support any additional funds advanddw Banks also utilize interest rate swaps fompilngoses of interest rate risk management.
Such instruments are discussedlote 16 — Derivative Financial Instrumentgo the Consolidated Financial Statements.

Additionally the Corporation has committed to pd®ian additional $960,000 to Aldine Capital Fun@, Which is a private equity mezzanine
funding limited partnership in which we have inegstind which began its operations in October 2006 believe adequate capital and
liquidity are available from various sources todiprojected commitments.

Contractual Obligations
The following table summarizes our contractual catsligations at December 31, 2011

Payments Due by Period

Less than 1 More than 5
Total Year 1-3 Years 4-5 Years Years
(In Thousands)

Operating lease obligatiol $ 9,53t $ 694 $ 1332 % 1,35¢ $ 6,15¢
Time deposit: 531,99¢ 212,17( 220,49’ 61,13¢ 38,19¢
Line of credit 81C 81C — — —
Junior subordinated not: 10,31¢ — — — 10,31¢
Subordinated det 39,00( — — 8,00( 31,00(
FHLB advance:! 482 13 46¢ — —
Total contractual obligatior $ 592,13¢ $ 21368 $ 22229t $ 70,48¢ $  85,66¢
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Recent Developments and Other Income Tax Matt

Like many financial institutions located in Wiscams=BB established a Nevada subsidiary for thepse of investing and managing the
Bank’s investment portfolio and purchasing a paridd FBB’s loans. FBCC also established a Nevadthaidiary for the purpose of purchasing
FBCC's loans. The Nevada investment subsidiariés &iod manage these assets. The investment subesdiave not filed returns with, or
paid income or franchise taxes to the State of @Wism. The Wisconsin Department of Revenue (thgodenent”) implemented a program to
audit Wisconsin financial institutions which formedestment subsidiaries located outside of Wistgramd the Department has generally
indicated that it intends to assess income or frisectaxes on the income of the out-of-state imaest subsidiaries of Wisconsin financial
institutions. Prior to the formation of the invesmt subsidiaries, FBB sought and obtained privetted rulings from the Department regarding
the non-taxability of the investment subsidiarieshe State of Wisconsin. FBB believes that it chegpwith Wisconsin law and the private
rulings received from the Department. In April 20fHHe Department issued an assessment to FBB aG€FB June 2011, FBB, FBCC and
the Department entered into a settlement agreertienterms of which are subject to confidentiatitguses. However, the settlement of this
matter with the Department did not result in ailisbmaterially different than that which had bepreviously accrued in the consolidated
results and financial position.

Critical Accounting Policies and Estimates

The preparation of financial statements in conftymiith GAAP requires management to make estimatesassumptions that affect the
reported amounts of assets and liabilities andalisice of contingent assets and liabilities atdhte of the financial statements and the repc
amounts of revenues and expenses during the neggréiriod. By their nature, changes in these assangpand estimates could significantly
affect the financial position or results of opewas for FBFS. Actual results could differ from thasstimates. Please refeNote 1 —
Summary of Significant Accounting Policies and Natte of Operationsto the Consolidated Financial Statements for audision of the most
significant accounting policies followed by FBFIsBussed below are certain policies that are atitit FBFS. We view critical accounting
policies to be those which are highly dependergudjective or complex judgments, estimates, andnagsons, and where changes in those
estimates and assumptions could have a signifiogrgct on the financial statements.

Allowance for Loan and Lease Lossed.he allowance for loan and lease losses represant®cognition of the risks of extending creditlan
our evaluation of the quality of the loan and lepsgfolio and as such, requires the use of juddrasmwell as other systematic objective and
guantitative methods. The risks of extending cradd the accuracy of our evaluation of the qualitthe loan and lease portfolio are neither
static nor mutually exclusive and could result imaterial impact on our consolidated financialestagénts. We could over-estimate the quality
of the loan and lease portfolio resulting in a lowkowance for loan and lease losses than neggssaarstating net income and equity.
Conversely, we could under-estimate the qualitthefloan and lease portfolio, resulting in a highleowance for loan and lease losses than
necessary, understating net income and equityallbeance for loan and lease losses is a valuatiowance for probable credit losses,
increased by the provision for loan and lease kasé decreased by charge-offs, net of recovéliesestimate the allowance reserve balance
required and the related provision for loan andddasses based on monthly evaluations of thedodriease portfolio, with particular attenti
paid to loans and leases that have been spegffidalhtified as needing additional management aimlyecause of the potential for further
problems. During these evaluations, considerasaigo given to such factors as the level and caitipo of impaired and other non-
performing loans and leases, historical loss erpes, results of examinations by regulatory agshaielependent loan and lease reviews, the
fair value of collateral, the strength and avaligpbdf guarantees, concentration of credits arfteofactors. Allocations of the allowance may
made for specific loans or leases, but the enliogvance is available for any loan or lease thagur judgment, should be charged off. Loan
and lease losses are charged against the allowdrerewe believe that the uncollectability of a l@arease balance is confirmed. $¢me 1 —
Summary of Significant Accounting Policies and Natte of Operationsin the Consolidated Financial Statements for furthecussion of th
allowance for loan and lease losses.

We also continue to pursue all practical and legethods of collection and disposal of non-perfograissets, and adhere to rigorous
underwriting standards in our origination processrider to continue to maintain strong asset quakthough we believe that the allowance
for loan and lease losses is adequate based upamtavaluation of loan and lease delinquencies;performing assets, charge-off trends,
economic conditions and other factors,
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there can be no assurance that future adjustmeitie allowance will not be necessary. Should tredity of loans or leases deteriorate, then
the allowance for loan and lease losses would géipdre expected to increase relative to total $oand leases. When loan or lease quality
improves, then the allowance would generally besetgrl to decrease relative to total loans and $ease

Income TaxesFBFS and its wholly owned subsidiaries file a cdidsted federal income tax return and a combineddéfisin state tax retur
Deferred income taxes are recognized for the futaxeonsequences attributable to differences miviee financial statement carrying
amounts of existing assets and liabilities andrtfespective tax bases. The determination of cuard deferred income taxes is based on
complex analyses of many factors, including theriptetation of federal and state income tax lahes difference between the tax and financial
reporting basis of assets and liabilities (tempodhiferences), estimates of amounts currently @uewed, such as the timing of reversals of
temporary differences and current accounting staisd&Ve apply a more likely than not approach twhe# our tax positions when determin
the amount of tax benefit to record in our consaikd financial statements. Deferred tax assetdianitities are measured using enacted tax
rates expected to apply to taxable income in tlaesym which those temporary differences are exgoetd be recovered or settled. The effect of
a change in tax rates on deferred taxes is recedmizincome in the period that includes the enaotrdate. We have made our best estima
valuation allowances utilizing positive and negatevidence and evaluation of sources of taxablenmecincluding tax planning strategies and
expected reversals of timing differences to deteentiur best estimate of valuation allowances neémtadkferred tax assets on certain net
operating loss carryforwards and other tempordifgrdinces. Realization of deferred tax assets tiwer is dependent on our ability to generate
sufficient taxable earnings in future periods ancmation allowance may be necessary if managedetatmines that it is more likely than |
that the deferred asset will not be utilized. Thestimates and assumptions are subject to chamg&geés in these estimates and assumptions
could adversely affect future consolidated resafltsperations.

SeeNote 15 — Income Taxem the Consolidated Financial Statements for furtiscussion of income taxes. The federal and stxiag
authorities who make assessments based on themdeation of tax laws may periodically review anterpretation of federal and state
income tax laws. Tax liabilities could differ sifinantly from the estimates and interpretationsdugsedetermining the current and deferred
income tax liabilities based on the completionadfing authority examinations.

ltem 7A.  Quantitative and Qualitative Disclosures about Marlet Risk

Interest rate risk, or market risk, arises fromasyre of our financial position to changes in ies¢rates. It is our strategy to reduce the impact
of interest rate risk on net interest margin byntaining a favorable match between the maturitresrapricing dates of interest-earning assets
and interest-bearing liabilities. This strategynisnitored by the respective Banks’ Asset/LiabiNganagement Committees, in accordance with
policies approved by the respective Banks’ Boaftiese committees meet regularly to review the sgitgiof their respective Bank’s assets
and liabilities to changes in interest rates, lififyi needs and sources, and pricing and fundiragesiies.

We use two techniques to measure interest rateTiek first is simulation of earnings. The balasbeet is modeled as an ongoing entity
whereby future growth, pricing, and funding assuons are implemented. These assumptions are modetit different rate scenarios that
include a simultaneous, instant and sustained ehamigiterest rates.

The following table illustrates the potential impa€changes in market rates on our net interestnire for the next twelve months, as of
December 31, 2011. Given the current low interats environment, we do not expect that interessraifll fall by greater than 50 basis points
from December 31, 2011 levels. We also assumenthatged rate liability prices will rise at an amoless than the instantaneous rate sho
the below scenarios.

Change in interest rates in basis points
-50 0 +100 +200 +300 +400

Impact on net interest incon 4.55% — 0.88% 6.34% 9.1e% 14.12%
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The second measurement technique used is statiargaysis. Gap analysis involves measurement ddifference in asset and liability
repricing on a cumulative basis within a specifiede frame. In general, a positive gap indicates thore interest-earning assets than interest-
bearing liabilities reprice/mature in a time fraarel a negative gap indicates the opposite. As shiotire cumulative gap position in the table
presented below, at December 31, 2011, interesirgpassets have the general characteristics tliatllw them to reprice faster than
interest-bearing liabilities in the short-term.dddition to the gap position, other determinantseifinterest income are the shape of the yield
curve, general rate levels and the correspondifegtedf contractual interest rate floors, reinvestinspreads, balance sheet growth and mix,
and interest rate spreads. During the last coupfears many of our variable rate loans and cexdéivur variable rate borrowings have been
priced at a rate equivalent to a fixed spread alaovarket rate index combined with an interest flata. These interest rate floors restrict the
rate from repricing in tandem with the market raféserefore, as market rates have declined the mat¢hese assets and liabilities remained at
their respective interest rate floors. As ratesdase, these same interest rate floors will reéstreesubject assets and liabilities from
experiencing rate increases until the interestftate is exceeded. Interest rate floors in ounleantracts create an interest liability sensitive
environment when the gap position may indicate rothse.

We manage the structure of interest earning aasetinterest bearing liabilities by adjusting theix, yield, maturity and/or repricing
characteristics based on market conditions. Brakeegtificates of deposit are a significant sowt&nds. We use a variety of maturities to
augment our management of interest rate exposure.

The following table illustrates our static gap piosi.

Estimated Maturity or Repricing at December 31, 201

Within 3
months 3-12 months 1-5 years After 5 years Total
(Dollars In Thousands)

Assets:
Shor-term investment $ 113,38« $ — 3 — — $ 113,38t
Investment securitie 13,95¢ 38,96¢ 95,251 22,20: 170,38t
Commercial loan 80,33: 18,71t 27,62 4,61 131,28(
Real estate loar 212,60° 128,92( 163,28! 46,28¢ 551,09¢
Asse-based loan 127,50° — — — 127,50°
Lease receivable 2,43¢ 7,54¢ 7,122 — 17,11(
Consumer loan 2,29¢ 17¢ 38 57 2,56¢

Total earning asse $ 552,528 $ 194,32¢ $ 293320 $ 73,16( $ 1,113,33
Liabilities
Interes-bearing transactio 23,00 $ — 3 — 3 — $ 23,00/
Money market accoun 364,08 — — — 364,08
Time deposits under $100,0 28,50¢ 144,20: 267,13t 38,19/ 478,04:
Time deposits $100,000 and o 4,20z 35,25° 14,49t — 53,95
FHLB advance: 2 11 46¢ — 481
Shor-term borrowings 81C — — — 81C
Long-term debi 39,00( — — 10,31t 49,31¢

Total interes-bearing liabilities $ 459,60¢ $ 179,47( $ 282,10 $ 48,50¢ $ 969,68¢
Interest rate ga $ 9291¢ $ 14,85¢ $ 11,22: $ 24,65 $ 143,64
Cumulative interest rate gi $ 9291¢ $ 107,77« $ 11899 $ 143,64
Cumulative interest rate gap to total earning & 8.35% 9.6&% 10.6% 12.9(%
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ltem 8. Financial Statements and Supplementary Dat
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS OF FIRST BUSINESS FINANCIAL SERVICES

The following financial statements are includedhis Annual Report on Form 10-K:

Consolidated Financial Statements Page No
Consolidated Balance Sheets as of December 31,&0d 201( 51
Consolidated Statements of Income for the YearsHBmkcember 31, 2011 and 2( 52
Consolidated Statements of Comprehensive IncomihéoYears Ended December 31, 2011 and ! 53
Consolidated Statements of Changes in Stockh¢ Equity for the Years Ended December 31, 2011 &id 54
Consolidated Statements of Cash Flows for the YEaded December 31, 2011 and 2 55
Notes to Consolidated Financial Stateme 56
Report of Independent Registered Public AccourfEimm 99
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First Business Financial Services, Inc.
Consolidated Balance Sheets

December 31,

2011

2010

(In Thousands, Except Share Data

Assets
Cash and due from ban $ 16,707 $ 9,45(
Shor-term investment 113,38t 41,36¢
Cash and cash equivalel 130,09: 50,81¢
Securities availab-for-sale, at fair valu 170,38t 153,37¢
Loans and leases receivable, net of allowanceofor And lease losses of $14,155 and $16,271, taspg 836,68’ 860,93!
Leasehold improvements and equipment, 99¢ 974
Foreclosed properties, r 2,23¢ 1,75(C
Cash surrender value of beowned life insuranc 17,66( 16,95(
Investment in Federal Home Loan Bank stock, at 2,36 2,36
Accrued interest receivable and other as 16,73: 19,88:
Total asset $ 1,477,146/ $ 1,107,05
Liabilities and Stockholders’ Equity
Deposits $ 1,051,31: $ 988,29
Federal Home Loan Bank and other borrowi 40,29: 41,50¢
Junior subordinated not 10,31t 10,31¢
Accrued interest payable and other liabilil 11,03: 11,60¢
Total liabilities 1,112,95. 1,051,72
Commitments and contingenci
Stockholder’ equity
Preferred stock, $0.01 par value, 2,500,000 sharg®rized, none issued or outstanding at Deceihe2011
and 201( — —
Common stock, $0.01 par value, 25,000,000 sharthe@ézed at December 31, 2011 and 2010, respegfi
2,714,985 and 2,680,360 shares issued, 2,625,569,887,820 outstanding in 2011 and 2010, respedgt 27 27
Additional paic-in capital 25,84 25,25:
Retained earning 37,50: 29,80¢
Accumulated other comprehensive inca 2,491 1,79:
Treasury stock (89,416 and 82,540 shares in 20d2@h0, respectively), at cc (1,64 (1,545
Total stockholder equity 64,21« 55,33t
Total liabilities and stockholde’ equity $ 1,177,126/ $ 1,107,05

See accompanying Notes to Consolidated Financiaé®ients.
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First Business Financial Services, Inc.
Consolidated Statements of Income

Interest income
Loans and lease
Securities incom
Shor-term investment

Total interest incom

Interest expenst

Deposits

Notes payable and other borrowir
Junior subordinated not

Total interest expens

Net interest incom
Provision for loan and lease los:

Net interest income after provision for loan araske losse

Non-interest income

Trust and investment services fee incc

Service charges on depos

Loan fees

Increase in cash surrender value of I-owned life insuranc
Credit, merchant and debit card fe

Other

Total nor-interest incomt

Nonr-interest expenst
Compensatiol
Occupancy

Professional fee

Data processin
Marketing

Equipment

FDIC insurance
Collateral liquidation cost
Loss on foreclosed properti
Goodwill impairment
Other

Total nor-interest expens

Income before income tax exper
Income tax expens
Net income

Earnings per common sha
Basic
Diluted
Dividends declared per she

See accompanying Notes to Consolidated Financiaé®@ients
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For the Years Ended December 3:

2011

2010

(In Thousands, Except Share Date

$ 51,93 $ 51,99
4,16¢€ 4,51
11¢ 121
56,21 56,62¢
17,118 20,74
2,52¢ 2,81¢€
1,11: 1,11:
20,75¢ 24,67t
35,46 31,95
4,25 7,044
31,21 24,90
2,53 2,33
1,71c 1,67
1,481 1,23¢
67¢ 662
221 21¢
43€ 617
7,06 6,74
14,89¢ 13,28¢
1,37€ 1,46¢
1,497 1,461
1,25: 1,18¢
994 74¢
44€ 50€
2,48¢ 3,13(
78€ 1,167
42C 20€
— 2,68¢
2,241 2,51
26,39: 28,36(
11,87+ 3,29(
3,44¢ 2,34¢
$ 842 $ 941
$ 32: $ 0.37
3.2t 0.317
0.2¢ 0.2¢
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First Business Financial Services, Inc.
Consolidated Statements of Comprehensive Income

Net income

Other comprehensive income, before 1
Unrealized securities gains arising during theqzk
Income tax expens

Comprehensive incorr

See accompanying Notes to Consolidated Financiaé®ients
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For the year ended December 31,

2011

2010

(Dollars in Thousands)

$ 8,42t $ 941
1,19¢ 392
(499 (1449

$ 9,124 § 1,18¢




Table of Contents

First Business Financial Services, Inc.
Consolidated Statements of Changes in StockholderEquity

Accumulated

Additional other
Common paid-in Retained comprehensive Treasury
stock capital earnings income stock Total
(In Thousands, Except Share Data)
Balance at December 31, 2C $ 26 $ 24,737 $ 2958. $ 154/ $ (1,490 $ 54,39
Net income — — 941 — — 941
Other comprehensive incor — — — 24¢ — 24¢
Sharw-based compensati« restricted share 1 522 — — — 52¢
Cash dividends ($0.28 per sha — — (715) — — (715)
Treasury stock purchased (5,836 sha — — — — (55) (55)
Balance at December 31, 2C $ 27 % 25,25! $ 29,80¢ $ 1,792 $ (1,545 $ 55,33¢
Net income — — 8,42t — — 8,42t
Other comprehensive incor — — — 69¢ — 69¢
Sharw-based compensati« restricted share — 57¢ — — — 57¢
Shar-based compensati- tax benefits — 11 — — — 11
Cash dividends ($0.28 per sha — — (732) — — (732)
Treasury stock purchased (6,876 sha — — — — (103) (209)
Balance at December 31, 2C $ 27 $ 2584 $ 37,500 $ 2,491 $ (1,64 $ 64,21«

See accompanying Notes to Consolidated Financiaé®ients.
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First Business Financial Services, Inc.
Consolidated Statements of Cash Flows

Operating activities
Net income

Adjustments to reconcile net income to net caskigea by operating activitie!

Deferred income taxes, r
Provision for loan and lease los
Depreciation, amortization and accretion,
Shar-based compensatic
Increase in cash surrender value of l-owned life insuranc
Origination of loans held for sa
Sale of loans held for sa
Gain on sale of loans held for s
Loss on foreclosed properti
Excess tax benefit from stc-based compensatic
Goodwill impairment
Decrease in accrued interest receivable and ofisets
(Decrease) Increase in accrued interest payabletied liabilities
Net cash provided by operating activit
Investing activities
Proceeds from maturities of availa-for-sale securitie
Purchases of availat-for-sale securitie
Net decrease (increase) in loans and le
Proceeds from sale of foreclosed propel
Investment in limited partnershij
Distributions from limited partnershiy
Proceeds from sale of leasehold improvements anigheent
Purchases of leasehold improvements and equipmet
Premium payments of ba-owned life insuranc
Net cash provided by (used in) investing activi
Financing activities
Net increase in deposi
Repayment of FHLB advanc
Net increase in shc-term borrowed fund
Excess tax benefit from shi-based compensatic
Cash dividends pai
Purchase of treasury sto
Net cash provided by (used in) financing activi
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at the beginning ofeéhieq
Cash and cash equivalents at the end of the p

Supplementary cash flow information
Interest paid on deposits and borrowil
Income taxes pai

Transfer of loans to other real estate ow

See accompanying Notes to Consolidated Financiaé®ients.
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For the Years Ended December 3:

2011

2010

(In Thousands)

$ 8,428 $ 941
1,95¢ (2,421)
4,25( 7,041
2,401 1,59-
57¢ 522
(67€) (662)
(1,28¢) (657)
1,29( 65¢

(6) (2
42C 20€
(13) —
— 2,68¢
79€ 1,14(
(56) 762
17,57 11,81«
44.,15( 42,416
(62,000) (74,25¢)
16,87¢ (30,01%)
2,21¢ 1,557
(210) (450)
81 34
46 —
(411) (131)
(32) (33)
71€ (60,879
63,01 3,92¢
(2,017) (16,01
80C —
11 —
(729) (712)
(109) (55)
60,98 (12,859
79,27 (61,919
50,81¢ 112,73

$ 130,090 $ 50,81

$ 2177« $ 2539
3,14¢ 4,997
3,11¢ 1,847
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First Business Financial Services, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Summary of Significant Accounting Policieand Nature of Operations

Nature of Operations. The accounting and reporting practices of FirstiBess Financial Services (“FBFS” or the “Corporatjp its wholly-
owned subsidiaries, First Business Bank (“FBB”) &idt Business Bank — Milwaukee (“FBB — Milwaukgé&ave been prepared in
accordance with U.S. generally accepted accouptimgiples. First Business Bank and First Busirigssk — Milwaukee are sometimes
referred to together as the “Banks”. FBB operatea aommercial banking institution in the Dane Ggwand surrounding areas market with
loan production offices in Oshkosh, Appleton, anéé&h Bay, Wisconsin. FBB also offers trust and stnent services through First Business
Trust & Investments (“FBTI"), a division of FBB. FB— Milwaukee operates as a commercial bankingtitigtn in the Waukesha County and
surrounding areas market. The Banks provide adulje of financial services to businesses, busimesgrs, executives, professionals and
net worth individuals. The Banks are subject to petition from other financial institutions and siee/providers and are also subject to state
and federal regulations. FBB has the following &dibsies: First Business Capital Corp. (“FBCC")r$tiMadison Investment Corp. (“FMIC"),
First Business Equipment Finance, LLC and FBB Resthte, LLC (“FBBRE”). FMIC is located in and washed under the laws of the state
of Nevada. Effective October 1, 2011, the Corporatlissolved FMCC Nevada Corp, a former subsidifyBCC. FBB-Milwaukee has one
subsidiary, FBB — Milwaukee Real Estate, LLC (“FBB&").

Basis of Financial Statement Presentationlhe consolidated financial statements include tto@ants of FBFS, and its wholly-owned
subsidiaries. In accordance with the provision8@founting Standards Codification (“ASC”) Topic 81Be Corporation’s ownership interest
in FBFS Statutory Trust Il (Trust 1) has not beemsolidated into the financial statements. Alh#figant intercompany balances and
transactions have been eliminated in consolidation.

Management of the Corporation is required to makienates and assumptions that affect the reportexiats of assets and liabilities and
disclosure of contingent assets and liabilitiehatdate of the financial statements as well asrte@ amounts of revenues and expenses during
the reporting period. Actual results could diffegraficantly from those estimates. Material estigsathat could experience significant changes
in the near-term include the value of foreclosempprty, lease residuals, property under operatiagds, securities, income taxes and the level
of the allowance for loan and lease losses. Sulesggvents have been evaluated through the isswétice consolidated financial statements.
No significant subsequent events have occurredighrehis date requiring adjustment to the finansiatements or disclosure

Cash and Cash EquivalentsThe Corporation considers federal funds sold atetést-bearing deposits, and short-term investntaatshave
original maturities of three months or less to Astcequivalents.

Securities Available-for-Sale.The Corporation classifies its investment and nagégrelated securities as available-for-sale, telataturity

and trading. Debt securities that the Corporatias the positive intent and ability to hold to méyuare classified as held-to-maturity and are
stated at amortized cost. Debt and equity secsifitieight expressly for the purpose of selling ariear term are classified as trading securities
and are measured at fair value with unrealizedsgaird losses reported in earnings. Debt and eg@dyrities not classified as held-to-maturity
or as trading are classified as available-for-salailable-for-sale securities are measured atfaline with unrealized gains and losses reported
as a separate component of stockholders’ equitygfrtax. Realized gains and losses, and declim&salue judged to be other than temporary,
are included in the consolidated statements ofitecas a component of non-interest income. Theafcstcurities sold is based on the specific
identification method. The Corporation did not haldy held-to-maturity or trading securities at Dmber 31, 2011 and 2010.

Discounts and premiums on investment and mortgag&eua securities are accreted and amortized itgoeist income using the effective yield
method over the period to estimated maturity.
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Declines in the fair value of investment securii@ailable for sale (with certain exceptions fobtdeecurities noted below) that are deemed to
be other-than-temporary are charged to earningsraslized loss, and a new cost basis for the giesuis established. In evaluating other-than-
temporary impairment, management considers thehesfgime and extent to which the fair value haemless than cost, the financial
condition and near-term prospects of the issuet tha intent and ability of the Corporation to netidss investment in the issuer for a period of
time sufficient to allow for any anticipated recoyén fair value in the near term. Declines in thi& value of debt securities below amortized
cost are deemed to be other-than-temporary inmistances where: (1) the Corporation has the intesell a security; (2) it is more likely than
not that the Corporation will be required to sk# security before recovery of its amortized cestisy or (3) the Corporation does not expect to
recover the entire amortized cost basis of therggclf the Corporation intends to sell a secuityif it is more likely than not that the
Corporation will be required to sell the securigfdre recovery, an other-than-temporary impairmeite-down is recognized in earnings ec

to the difference between the security’s amortieest basis and its fair value. If an entity doesintend to sell the security or it is not more
likely than not that it will be required to selletlsecurity before recovery, the other-than-tempgadrapairment write-down is separated into an
amount representing credit loss, which is recoghineearnings, and an amount related to all othetofs, which is recognized in other
comprehensive income.

Loans and LeasesLoans and leases that management has the intematditd to hold for the foreseeable future or umaturity are reported

at their outstanding principal balance with adjustis for partial charge-offs, the allowance foml@ad lease losses, deferred fees or costs on
originated loans and leases, and unamortized prasmar discounts on any purchased loans. Loansatigi or purchased and intended for

in the secondary market are carried at the loweosf or estimated fair value in the aggregateebliwed losses on such loans are recognized
through a valuation allowance by a charge to otloerinterest income. Gains and losses on the §ddams are also included in other non-
interest income.

A loan or a lease is accounted for as a troubléd structuring if the Corporation, for economidegal reasons related to the borrower’s
financial condition (experiencing financial diffity), grants a concession to the borrower thatatilat not otherwise consider. A troubled debt
restructuring may involve the receipt of assetsifthe debtor in partial or full satisfaction of #oan or lease, or a modification of terms such
as a reduction of the stated interest rate ordaceunt of the loan or lease, a reduction of acciutedest, an extension of the maturity date at a
stated interest rate lower than the current magktetfor a new loan or lease with similar risksome combination of these concessions.
Restructured loans can involve loans remaining@maccrual, moving to non-accrual, or continuingagorual status, depending on individual
facts and circumstances. Non-accrual restructwaas are included and treated with all other namugd loans. In addition, all accruing
restructured loans are reported as troubled debuurings which are considered and accountedsampaired loans. Generally, restructured
loans remain on non-accrual until the borrowerdtéained a sustained period of repayment performander the modified loan terms
(generally a minimum of six months). However, perfance prior to the restructuring, or significanéets that coincide with the restructuring,
are considered in assessing whether the borroweme®t the new terms and whether the loan shoutdtbened to or maintained on accrual
status. If the borrower’s ability to meet the redgpayment schedule is not reasonably assurethgheemains on nonaccrual.

Interest on non-impaired loans and leases is adane credited to income on a daily basis baseti@nnpaid principal balance and is
calculated using the effective interest method.d®dicy, a loan or a lease is considered impairati@aced on a non-accrual status when it
becomes 90 days past due or it is doubtful thatraotual principal and interest will be collectedsiccordance with the terms of the contract. A
loan or lease is determined to be past due if teotwer fails to meet a contractual payment andlagihtinue to be considered past due until all
contractual payments are received. When a loaeasel is placed on non-accrual, interest accralidé®ntinued and previously accrued but
uncollected interest is deducted from interestine@nd the payments on non-accrual loans are dppliaterest on a cash basis. If
collectability of the contractual principal andengst is in doubt, payments received are firstiaggb reduce loan principal. As soon as it is
determined with certainty that the principal ofienpaired loan or lease is uncollectable eitherubfocollections from the borrower or
disposition of the underlying collateral, the portiof the carrying balance that exceeds the estunaeasurement value of the loan or lease is
charged off. Loans or leases are returned to akstai@s when they are brought current in termisod principal and accrued interest due, t
performed in accordance with contractual termsafogasonable period of time, and when the ultirnaliectability of total contractual princig
and interest is no longer doubtful.
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Transfers of assets, including but not limited aotigipation interests in originated loans, thabmgompletion of the transfer satisfy the
conditions to be reported as a sale, includingllsgéation, are derecognized from the consolidditeaincial statements. Transfers of assets that
upon completion of the transfer do not meet thelitams of a sale are recorded on a gross basisangiecured borrowing identified to reflect
the amount of the transferred interest.

Loan and lease origination fees as well as cedia@tt origination costs are deferred and amorteedn adjustment to loan yields over the
stated term of the loan or lease. Loans or ledsggésult from a refinance or restructuring, othean a troubled debt restructuring, where te
are at least as favorable to the Corporation asetines for comparable loans to other borrowers siithilar collection risks and result in an
essentially new loan or lease, are accounted farrasv loan or lease. Any unamortized net feesscos penalties are recognized when the
new loan or lease is originated. Unamortized na lor lease fees or costs for loans and leasesethidt from a refinance or restructure with
only minor modifications to the original loan ccendt are carried forward as a part of the net imaeat in the new loan. For troubled debt
restructurings all fees received in connection witmodification of terms are applied as a reduatibtine loan or lease and any related costs,
including direct loan origination costs, are char¢® expense as incurred.

Allowance for Loan and Lease Lossed.he allowance for loan and lease losses is maiedaat a level that management deems adequate to
absorb probable and estimable losses inhereneitodn and lease portfolios. Such inherent losses om the size and current risk
characteristics of the loan and lease portfolicassessment of individual impaired and other probiteans and leases, actual loss experience,
estimated fair value of underlying collateral, acheesituations that may affect the borrower’s bt repay, and current geographic or
industry-specific current economic events. Somesiingal and other loans have risk characteristidsatieaunique to an individual borrower and
the inherent loss must be estimated on a loalvéy-basis. Other impaired and problem loans amsele may have risk characteristics similz
other loans and leases and bear similar inherghbfiloss. Such loans and leases not individuallyewed and measured for impairment are
aggregated and historical loss statistics are tesddtermine inherent risk of loss.

The measurement of the estimate of loss is relipah historical experience, information about thiityt of the individual debtor to pay and
appraisal of loan collateral in light of currenbaomic conditions. An estimate of loss is an apjpnation of what portion of all amounts
receivable, according to the contractual termdaf teceivable, is deemed uncollectible. Deternonatf the allowance is inherently subject
because it requires estimation of amounts and grafrexpected future cash flows on impaired an@ioginoblem loans, estimation of losses on
types of loans and leases based on historicaldease: consideration of current economic trendd) lomtal and national. Based on
managemens periodic review using all previously mentionedtipent factors, a provision for loan and leaseéssis charged to expense. L
and lease losses are charged against the allowacescoveries are credited to the allowance.

The allowance for loan and lease losses contaidfgpallowances established for expected lossempaired loans and leases. Impaired
loans and leases are defined as loans and leasghifi, based on current information and evenfis, probable that the Corporation will be
unable to collect scheduled principal and intepagtments according to the contractual terms ofdhe or lease agreement. Loans and leases
subject to impairment are defined as ramerual and restructured loans and leases exclogsmaller homogeneous loans such as home e
installment and 1-4 family residential loans. Impdiloans and leases are evaluated on an indivithsdd to determine the amount of specific
reserve or charge-off required, if any.

The measurement value of impaired loans and léaskgermined based on the present value of exphéatiere cash flows discounted at the
loan’s effective interest rate (the contractuatiast rate adjusted for any net deferred loandeessts, premium, or discount existing at the
origination or acquisition of the loan), the markete of the loan or lease, or the fair valuehaf tinderlying collateral less costs to sell, if the
loan or lease is collateral dependent. A loan asdds collateral dependent if repayment is expectde provided principally by the underlyi
collateral. A loan’s effective interest rate mayobe over the life of the loan based on subseqiamges in rates or indices or may be fixed at
the rate in effect at the date the loan was detedhio be impaired.

Subsequent to the initial impairment, any significehange in the amount or timing of an impaireghlor lease’s future cash flows will result
in a reassessment of the valuation allowance terghe if an adjustment is necessary. Measurenbasesd on observable market price or fair
value of the collateral may change over time aggire a reassessment of the valuation allowaniteeie is a significant change in either
measurement base. Any increase in the present ghkspected future cash flows attributable toghesage of time is recorded as interest
income accrued on the net carrying amount of tha lar lease at the effective interest rate uselistiunt the impaired
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loan or lease’s estimated future cash flows. AB@fember 31, 2011, no interest income was recodmiae to the increase of the present value
of future cash flows attributable to the passaginoé. Any change in present value attributableltanges in the amount or timing of expected
future cash flows is recorded as loan loss expengee same manner in which impairment was initiaicognized or as a reduction of loan
expense that otherwise would be reported. Wheréettet of loan or lease impairment is measuredgisivservable market price or fair value

of collateral, any change in the observable maskiee of an impaired loan or lease or fair value¢hef collateral of an impaired collateral-
dependent loan or lease is recorded as loan Igeneg in the same manner in which impairment wigiallyp recognized. Any increase in the
observable market value of the impaired loan ogdear fair value of the collateral in an impairetlateral-dependent loan or lease is recorded
as a reduction in the amount of loan loss expdmateotherwise would be reported.

Loans Held for Sale.Loans held for sale consist of the current origoradf certain 1-4 family mortgage loans and aneied at lower of cost
or fair value. Fees received from the borrower dinelct costs to originate the loan are deferredrandrded as an adjustment of the sales price.
There were no loans held for sale outstanding aeBéer 31, 2011 or 2010.

Net Investment in Direct Financing LeasesNet investment in direct financing lease agreemesggesents total undiscounted payments plus
estimated unguaranteed residual value (approxign&ta to 20% of the cost of the related equipmemd) ia recorded as lease receivables v
the lease is signed and the leased property igedtell to the client. The excess of the minimumdeges/ments and residual values over the cost
of the equipment is recorded as unearned leasenecdnearned lease income is recognized over thedkthe lease on a basis which results
in an approximate level rate of return on the uoveced lease investment. Lease payments are recattuen due under the lease contract.
Residual values are established at lease incegtjoal to the estimated value to be received fraretfuipment following termination of the
initial lease and such estimated value considérglavant information and circumstances regardireggequipment. In estimating the
equipment’s fair value at lease termination, thepGeation relies on internally or externally prepduappraisals, published sources of used
equipment prices and historical experience adjufsteknown current industry and economic trendse Torporation’s estimates are
periodically reviewed to ensure reasonablenessetiemthe amounts the Corporation will ultimatelglize could differ from the estimated
amounts. When there are other than temporary decimthe Corporation’s carrying amount of the wargateed residual value, the carrying
value is reduced and charged to non-interest expens

Operating LeasesMachinery and equipment are leased to clients uoplerating leases and are recorded at cost. Equipumeer such leases
is depreciated over the estimated useful life ontef the lease, if shorter. The impairment lokany, would be charged to expense in the
period it becomes evident. Rental income is reabadethe straight-line accrual basis as other moerést income.

Leasehold Improvements and EquipmentThe cost of capitalized leasehold improvementsrieréized on the straight-line method over the
lesser of the term of the respective lease or esticheconomic life. Equipment is stated at cost &sumulated depreciation and amortization
which is calculated by the straight-line methodrabe estimated useful lives of three to ten yeldlidntenance and repair costs are charged to
expense as incurred. Improvements which extendgb#ul life are capitalized and depreciated overrdmaining useful life of the assets.

Foreclosed PropertiesProperty acquired by repossession, foreclosure aleled in lieu of foreclosure is carried at thedowf the recorded
investment in the loan at the time of acquisitiotthe fair value of the underlying property, lessts to sell. Any write-down in the carrying
value of a loan or lease at the time of acquisitiocharged to the allowance for loan and leassemsAny subsequent write-downs to reflect
current fair market value, as well as gains andden disposition and revenues are recorded iimerest expense. Costs relating to the
development and improvement of the property ar@a@ed while holding period costs are chargedttter non-interest expense. Foreclosed
properties are included in foreclosed properties imthe consolidated balance sheets.

Bank-Owned Life Insurance.Bank-owned life insurance (“BOLI") is reported Aetamount that would be realized if the life insue

policies were surrendered on the balance sheetB@iel policies owned by the Banks are purchaset thie objective to fund certain future
employee benefit costs with the death benefit gdseThe cash surrender value of such policiescisrded in Cash surrender value of life
insurance on the consolidated balance sheets amjeh in the value are recorded in non-interesiiec The total death benefit of all of the
BOLI policies is $45.3 million as of December 3012. There are no restrictions on the use of BQbteeds nor are there any contractual
restrictions on the ability to surrender the palidg of December 31, 2011 or 2010, there were mmladngs against the cash surrender value
of the BOLI policies.
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Federal Home Loan Bank StockThe Banks own shares in the Federal Home Loan Bablkicago (“FHLB”) as required for membership to
the FHLB. The minimum required investment was $filion as of December 31, 2011. FHLB stock is matrat cost which approximates its
fair value because the shares can be resold to wiga@ber banks at their carrying amount of $100spare par amount. The Corporation
periodically evaluates its holding in FHLB stock fmpairment. Should the stock be impaired, it vablok written down to its estimated fair
value. There were no impairments recorded on FHbBksduring the years ended December 31, 2011 ahd.2

Goodwill and Other Intangible Assets.The excess of the cost of the acquisition of TheiBess Banc Group Ltd. (“BBG”) over the fair value
of the net assets acquired consists primarily afdgoll and core deposit intangibles. Core depagdngibles have estimated finite lives and are
amortized on an accelerated basis to expense qamnial of 15 years. The Corporation reviews longd assets and certain identifiable
intangibles for impairment at least annually, orewaver events or changes in circumstances indicatehe carrying amount of an asset may
not be recoverable, in which case an impairmentgeshevould be recorded.

Goodwill is not amortized but is subject to impagémh tests on at least an annual basis. Any impairmiegoodwill will be recognized as an
expense in the period of impairment. The Corporatiompletes its annual goodwill impairment tesbdune each year, or whenever even
significant changes in circumstances indicate tiatarrying value may not be recoverable. In 2€d® Corporation impaired the entire
amount of goodwill, or $2.7 million, based uponatmual evaluation.

Other Investments.The Corporation owns certain equity investmentstiver corporate organizations which are not codatdid because the
Corporation does not own more than a 50% inteneskercise control over the organization. Such stiments are not variable interest entities.
Investments in corporations representing at le28% interest are generally accounted for usingethéty method and investments in
corporations representing less than 20% interesganerally accounted for at cost. Investmentsriitdd partnerships representing from at
least a 3% up to a 50% interest in the investegamerally accounted for using the equity methatliamestments in limited partnerships
representing less than 3% are generally accounteat £ost. All of these investments are periodjoavaluated for impairment. Should an
investment be impaired, it would be written dowrntsoestimated fair value. The equity investmemésraported in other assets and the income
and expense from such investments, if any, is teddn non-interest income and non-interest expense

Derivative Instruments. The Corporation uses derivative instruments togmtodgainst the risk of adverse price or interaig movements on
the value of certain assets, liabilities, futurstcéiows and economic hedges for written clienivdgive contracts. Derivative instruments
represent contracts between parties that usuajlyinelittle or no initial net investment and resunl one party delivering cash to the other party
based on a notional amount and an underlying asfgakin the contract. A notional amount represghe number of units of a specific item,
such as currency units. An underlying represent@riable, such as an interest rate. The amourasii delivered from one party to the other is
determined based on the interaction of the notianaunt of the contract with the underlying.

Market risk is the risk of loss arising from an adse change in interest rates, exchange ratesudy @qices. The Corporatiog’primary marke
risk is interest rate risk. These instruments idelinterest rate swaps, interest rate options redast rate caps and floors with indices that
relate to the pricing of specific assets and liiéd. The nature and volume of the derivativerimsients used to manage interest rate risk
depend on the level and type of assets and li@sildn the balance sheet and the risk managenmateges for the current and anticipated rate
environments. Credit risk occurs when a counteypart derivative contract with an unrealized dails to perform according to the terms of
the agreement. Credit risk is managed by limitimg ¢counterparties to highly rated dealers, applyimifporm credit standards to all activities
with credit risk and monitoring the size and thetumigy structure of the derivative portfolio.

All derivative instruments are to be carried at failue on the balance sheet. The accounting gog#in or loss due to changes in the fair value
of the derivative instrument depends on whethed#révative instrument qualifies as a hedge. Ifdeevative instrument does not qualify as a
hedge, the gains or losses are reported in earmihgs they occur. However, if the derivative instant qualifies as a hedge the accounting
varies based on the type of risk being hedgedOlri z&nd 2010, the Corporation solely utilized iegtrate swaps which did not qualify for
hedge accounting and therefore all changes irvédire and gains and losses on these instrumente@wged in earnings as they occur.
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Income TaxesDeferred income tax assets and liabilities are agegpannually for temporary differences in timirgween the financial
statement and tax basis of assets and liabiliti@sresult in taxable or deductible amounts inftiiere based on enacted tax law and rates
applicable to periods in which the differencesexpected to affect taxable income. The ultimatéizaton of deferred tax assets is dependent
upon the generation of future taxable income dutiiregperiods in which those temporary differencesomne deductible. Management consi

the scheduled reversals of deferred tax liabilittggoropriate tax planning strategies and projastfor future taxable income over the period
which the deferred tax assets are deductible. Wieerssary, valuation allowances are establishestitace deferred tax assets to the realizable
amount. Management believes it is more likely thanthat the Corporation will realize the benefitshese deductible differences, net of the
existing valuation allowances.

Income tax expense represents the tax payable oefiandable for a period, adjusted by the apple@hange in deferred tax assets and
liabilities for that period. The Corporation and #tubsidiaries file a consolidated Federal incaamedturn and separate state income tax ret
Tax sharing agreements allocate taxes to eacly éntithe settlement of intercompany taxes. ThepGration applies a more likely than not
approach to each of its tax positions when detdngithe amount of tax benefit to record in its fingl statements. Unrecognized tax benefits
are recorded in other liabilities. The Corporatienognizes accrued interest relating to unrecogdrtize benefits in income tax expense and
penalties in other non-interest expense.

Earnings Per Share Earnings per common share (“EPS”) are computedjubia two-class method. Basic EPS are computedvigirt net
income allocated to common shares by the weightethge number of common shares outstanding fgpeéhied, excluding any participating
securities. Participating securities include unegsestricted shares. Unvested restricted shagesoasidered participating securities because
holders of these securities receive non-forfeitallédends at the same rate as the holders of thpaZation’s common stock. Diluted EPS are
computed by dividing net income allocated to comrabares adjusted for reallocation of undistribigachings of unvested restricted shares by
the weighted average number of common shares detedrfor the basic earnings per common share prislitutive effect of common stock
equivalents using the treasury stock method usiag@verage market price for the period. Some stptibns are anti-dilutive and therefore are
not included in the calculation of diluted earnimpgs share.

Segments and Related InformationThe Corporation is required to report each opegasggment based on materiality thresholds of ten
percent or more of certain amounts, such as revexdditionally, the Corporation is required to repseparate operating segments until the
revenue attributable to such segments is at léapeicent of total consolidated revenue. The Carjimn provides a broad range of financial
services to individuals and companies in southreéand southeastern Wisconsin. These servicesdaademand, time, and savings products,
the sale of certain non-deposit financial prodacts commercial and retail lending, leasing and sasvices. While the Corporation’s chief
decision-maker monitors the revenue streams ofahieus products and services, operations are negnaigd financial performance is
evaluated on a corporate-wide basis. The Corperatlusiness units have similar basic charactesisti the nature of the products, production
processes and type or class of client for prodoctervices; therefore, these business units argidered one operating segment.

Stock Options.Prior to January 1, 2006, the Corporation accoufgedtock-based compensation using the intrinaloe’ method. Under the
intrinsic value method, compensation expense fgleyee stock options was generally not recogniféuki exercise price of the option
equaled or exceeded the fair market value of thekstn the date of grant.

On January 1, 2006, the Corporation adopted ASGcTHIB using the prospective method as stock optieere only granted by the
Corporation prior to meeting the definition of abjia entity. Under the prospective method, ASC Topl8 must only be applied to the extent
that those awards are subsequently modified, répsed or cancelled. No stock options have beenegt@mce the Corporation met the
definition of a public entity and no stock optidmsve been modified, repurchased or cancelled subsétp the adoption of ASC Topic 718.
Therefore, no stock-based compensation was recagjimizthe consolidated statement of income forytees ending December 31, 2011 or
2010, except with respect to restricted stock asddghon vesting of any options subject to ASC Taii8, the benefits of tax deductions in
excess of recognized compensation expense wikperted as a financing cash flow, rather than agpanating cash flow.
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Reclassifications Certain accounts have been reclassified to confortihe current year presentations.
Recent Accounting Changes.

Troubled Debt Restructuringln April 2011, the FASB issued Accounting Standddgslate (“ASU”) 2011-02, “A Creditor’s Determinatiaf
Whether a Restructuring Is a Troubled Debt Reatirirgg”. This accounting guidance provides for dladtion and guidance for evaluating
whether a restructuring constitutes a troubled degttucturing. The guidance specifically stated thcreditor must separately conclude that
both of the following conditions exist for a restturing to constitute a troubled debt restructuribgthe restructuring constitutes a concession
and 2) the debtor is experiencing financial diffims. The amendments in this ASU are effectiveterfirst interim or annual period beginni
on or after June 15, 2011 and should be appliedsgectively to restructurings occurring on or aftee beginning of the fiscal year of
adoption. The impact on the allowance for loan laage losses as a result of the identificatiordditaonal troubled debt restructurings, if any,
is to be applied prospectively for the first interor annual period beginning on or after June 03,12 Additionally, pursuant to ASU No. 2011-
01, “Receivables: Deferral of the Effective DateDi$closures about Troubled Debt Restructuringdpdate No. 2010-20", the disclosures
about the credit quality of financing receivables éhe allowance for credit losses previously defifor troubled debt restructurings, is also
effective for reporting periods beginning on orafiune 15, 2011. The Corporatis@doption of this standard did not have a matériphact ol
the consolidated financial condition and resultsérations. Refer thote 4 — Loan and Lease Receivables, Impaired Loaasid Leases
and Allowance for Loan and Lease Lossdsr enhanced disclosures regarding troubled dedptueturings.

Fair Value Measurement In May 2011, the FASB issued ASU 2011-04, “Fa@ie Measurement: Amendments to Achieve Common Fair
Value Measurement and Disclosure Requirementseitts. GAAP and IFRSs”. This update was issuedamilynto provide largely identical
guidance about fair value measurement and dis@agaguirements for International Financial Repgr8tandards (“IFRS”) and U.S. GAAP.
The new standards do not extend the use of fairevalit rather provide guidance about how fair valeuld be determined where it already is
required or permitted under IFRS or U.S. GAAP. Bd8. GAAP, most of the changes are clarificatiohexisting guidance or wording
changes to align with IFRS. Public companies ageired to apply the standard prospectively forrimteand annual periods beginning after
December 15, 2011. Early adoption is not permittedhe period of adoption, disclosure is requif@dchanges in any valuation technique and
related inputs that result from applying the stadd®uantification of the total effect should bedaaThe Corporation is currently evaluating
the impact of this accounting guidance.

Comprehensive Incomédn June 2011, the FASB issued ASU 2011-05, “Comgmslve Income”. This accounting guidance is intehide
improve the comparability, consistency, and trarspey of financial reporting and to increase thenginence of items reported in other
comprehensive income. The amendments require iharaowner changes in stockholders’ equity besprged either in a single continuous
statement of comprehensive income or in two sepdratt consecutive statements. The current prastipeesenting the components of other
comprehensive income as part of the statementafgds in stockholders’ equity is no longer perrditiehis amendment does not change the
items that must be reported in the other compraéhemscome or when an item of other comprehensicerne must be reclassified to net
income. This amendment will be applied retrospetyiand is effective for fiscal years and interieripds within those years, beginning after
December 15, 2011. Early adoption is permitted. Chgporation has adopted the provisions of thisestant.

Note 2 — Cash and Cash Equivalent€ash and due from banks was approximately $16Jfoménd $9.5 million at December 31, 2011 and
2010, respectively. Required reserves in the fdreither vault cash or deposits held at the Fedreakerve Bank were $554,000 and $154,000
at December 31, 2011 and 2010. Short-term invedsneonsidered cash equivalents, were $113.4 ahd $4illion at December 31, 2011 and
2010, respectively. During 2011 and 2010, the FadReserve paid interest on deposits held. Fe®asérve balances were $113.2 million and
$40.8 million at December 31, 2011 and 2010, redpeg, and are included in short-term investmamighe consolidated balance sheets.
Federal funds sold at December 31, 2011 and 20%0b&47,000 and $0, respectively.
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Note 3 — Securities
The amortized cost and estimated fair values afréses available-for-sale are as follows:

As of December 31, 2011

Gross Gross
Amortized unrealized unrealized Estimated
cost holding gains holding losses fair value
(In Thousands)
Municipal obligations $ 2,736 % 95 $ — 3 2,831
Collateralized mortgage obligatio— government agencie 161,44: 4,022 (64) 165,40:
Collateralized mortgage obligatio— governmer-sponsored enterpris 2,16¢ — (15) 2,15¢
$ 166,34¢ $ 4,117 $ (799 $ 170,38t
As of December 31, 201
Gross Gross
Amortized unrealized unrealized Estimated
cost holding gains holding losses fair value
(In Thousands)
Collateralized mortgage obligatio— government agencit $ 149,94¢ $ 3258 % (427) $ 152,77t
Collateralized mortgage obligatio— government sponsored enterpri 591 12 — 603
$ 150,53¢ $ 3,261 $ (427) $ 153,37¢

Collateralized mortgage obligations — governmemtr@igs include securities issued by GNMA.. Colldized mortgage obligations —
government sponsored enterprises include secuissesd by FHLMC and FNMA. Municipal obligationscinde securities issued by various
municipalities located within the State of Wiscanand are taxexempt general obligation bonds. No securities wete during the years enc
December 31, 2011 and 2010.

Securities with carrying values aggregating apprately $19.6 million and $30.8 million were pledgedsecure interest rate swap contracts,
FHLB advances and client letters of credit at Deoen81, 2011 and 2010, respectively. Securitiedgad also provide for future availability
for additional advances from the FHLB.

Unrealized holding gains, net of tax effect, in@ddn accumulated other comprehensive income a¢mber 31, 2011 and 2010 were $2.5
million and $1.8 million, respectively.

The amortized cost and estimated fair value of iséesl available-for-sale by contractual maturitybeecember 31, 2011 are shown below.
Actual maturities may differ from contractual maties because issuers have the right to call qpgyr@bligations without call or prepayment
fees.

Estimated
Amortized cost fair value
(In Thousands)
Due in one year or le: $ — % —
Due in one year through five yes 30¢ 31¢€
Due in five through ten yea 5,48¢ 5,59(
Due in over ten yeal 160,55: 164,48(

$ 166,34t $ 170,38t
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The tables below shows the Corporatgtoss unrealized losses and fair value of invests) aggregated by investment category and lesf
time that individual investments have been in aicoous unrealized loss position at December 3112thd 2010. At December 31, 2011 and
December 31, 2010, the Corporation had 9 of 15518naf 133 securities that were in an unrealized fposition, respectively. Such securities
have declined in value due to current interesteatéronments and not credit quality and do nospngly represent realized losses. At
December 31, 2011 the Corporation did not holdsegurities that have been in a continuous lossipodor twelve months or greater. The
Corporation also has not specifically identifiedwsdties in a loss position for sale in the neamtand does not believe that it will be require
sell any such securities. It is expected that thgp@ration will recover the entire amortized cossis of each security based upon an evaluation
of the present value of the expected future cashsfl Accordingly, no other than temporary impairtneas recorded in the consolidated res
of operations for the year ended December 31, 201ie Corporation determines that any of the a&iowestments are deemed to be other-
than-temporarily impaired, the impairment loss aided with credit losses will be recognized in toasolidated statements of income while
the portion of impairment related to other factwilt be recognized in accumulated other comprehengicome.

As of December 31, 2011

Less than 12 month: 12 months or longer Total
Unrealized Unrealized Unrealized
Fair value losses Fair value losses Fair value losses

(In Thousands)

Collateralized mortgage obligations —

government issue $ 16,33 $ 64 $ — % — $ 16,33 $ 64
Collateralized mortgage obligations —
government sponsored agenc 2,07¢ 15 — — 2,07¢ 15
$ 18,41: $ 79 9 —  $ — 9 18,41: $ 79
As of December 31, 2010
Less than 12 months 12 months or longer Total
Unrealized Unrealized Unrealized
Fair value losses Fair value losses Fair value losses

(In Thousands)
Collateralized mortgage obligatio—
government issue $ 31,86 $ 427 $ — 9 — $ 31,86 $ 427

$ 31.86: $ 427 % — — $ 3186: $ 427
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Note 4 — Loan and Lease Receivables, Impaired Loaasd Leases and Allowance for Loan and Lease Losses
Loan and lease receivables consist of the following
December 31,

2011 2010
(In Thousands)

Commercial real estate loar

Commercial real esta— owner occupiet $ 150,52¢ $ 152,56(
Commercial real esta— nor-owner occupiet 304,59° 307,30°
Construction and land developmt 38,12« 61,64¢
Multi-family 43,90¢ 43,01:
1-4 family 43,51 53,84¢
Total commercial real estate loz 580,66° 618,37:
Commercial and industrial loau 237,09¢ 225,92:
Direct financing leases, n 17,12¢ 19,28¢
Other loans
Home equity loans and second mortgage I« 4,97( 5,091
Other 11,68: 9,31¢
Total other loan: 16,652 14,40¢
Total gross loans and lease receiva 851,54t 877,98t
Less:
Allowance for loan and lease los: 14,15¢ 16,27!
Deferred loan fee 704 782
Loans and lease receivables, $ 83668 $ 860,93

The total principal amount of loans transferrethied parties, which consisted solely of participatinterests in originated loans, during the
years ended December 31, 2011 and 2010 was $29 $4&13 million, respectively. Each of the transfef these financial assets met
qualifications for sale accounting and therefor@.82nillion and $49.3 million for the years endedcBmber 31, 2011 and 2010, respectively,
were derecognized in the consolidated financidéstants. The Corporation has a continuing involverireeach of the agreements by way of
relationship management and servicing the loansgker, there are no further obligations requirethefCorporation in the event of default,
other than standard representations and warramefiggd to amounts sold. The loans were transfetréueir fair value and no gain or loss was
recognized upon the transfer as the participatiterést was transferred at or near the date ofdogimation. There were no other significant
purchases or sales of loan and lease receivabteansfers to loans held for sale during 2011 D2

The total amount of outstanding loans transferoatthird parties as loan participations at Decen®ier2011 and 2010 was $49.2 and $56.0
million, respectively, all of which were treatedasale and derecognized under the applicable atinguyuidance in effect at the time of the
transfers of the financial assets. The Corporatmminues to have involvement with these loans by of the relationship management and all
servicing responsibilities. As of December 31, 2@hdl 2010, the total amount of the retained pontiblean participations sold on the
Corporation’s balance sheet was $74.6 million a8l $million, respectively. As of December 31, 2@hH 2010, $3.4 million and $3.6
million, respectively, of the loans in this partiation sold portfolio were considered impaired #relCorporation has recognized a total of
$2.7million of charge-offs associated with the ire¢d portion of this pool of loans as measuredhey@orporation’s allowance for loan and
lease loss measurement process and policies. Tip®i@ton does not share in the participant’s partif the charge-offs.

Certain of the Corporation’s executive officersediors and their related interests are loan diefthe Banks. As of December 31, 2011 and
2010, loans aggregating approximately $11.3 milaod $17.9 million, respectively, were outstandimguch parties. New loans granted to
such parties during 2011 and 2010 were approxim&Es1,000 and $369,000 and repayments on such leare approximately $6.8 million
and $1.8 million, respectively. These loans weréena the ordinary course of business and on sotisllg the same terms as those prevailing
for comparable transactions with other clients. &ohthese loans were considered impaired.
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The following information illustrates ending balasoof the Corporation’s loan and lease portfohic|uding impaired loans by class of
receivable, and considering certain credit quatiticators as of December 31, 2011 and 2010:

Category
December 31, 2011 | Il 11 [\ Total
(Dollars in Thousands)

Commercial real estat

Commercial real esta— owner occupiet $ 117,06¢ $ 16,48 $  14,00¢ $ 2,971 $ 150,52¢
Commercial real esta— nor-owner occupiet 236,86¢ 34,82: 30,657 2,24¢ 304,59°
Construction and land developmt 20,66( 5,36 4,867 7,23( 38,12¢
Multi-family 34,16 6,93( 804 2,00¢ 43,90¢
1-4 family 23,26¢ 11,637 4,99t 3,617 43,51
Commercial and industrii 198,01¢ 25,07( 12,45 1,55¢ 237,09¢
Direct financing leases, n 11,39¢ 5,02¢ 68€ 18 17,12¢
Other:
Home equity and second mortga 3,52¢ 18¢ 25€ 1,00z 4,97(
Other 10,45¢ — — 1,22 11,68:
Total portfolio $ 65542( $ 10552¢ $ 68,72( $ 21,877 $ 851,54
Rating as a % of total portfoli 76.91% 12.3% 8.07% 2.51% 100.0(%
Category
December 31, 2010 | Il 11 [\ Total

(Dollars in Thousands)

Commercial real estat

Commercial real esta— owner occupiet $ 113,000 $ 25777 $ 6,78C $ 7,001 $ 152,56(
Commercial real esta— nor-owner occupiet 232,86¢ 36,12¢ 33,161 5,14¢ 307,30°
Construction and land developm 39,66: 7,83¢ 4,87( 9,27t 61,64"
Multi-family 31,47: 6,04¢ 1,30¢ 4,18¢ 43,01:
1-4 family 33,31( 11,97 4,32¢ 4,231 53,84¢
Commercial and industrii 183,05: 24,46( 11,97+ 6,43¢ 225,92:
Direct financing leases, n 12,66¢ 6,40: 21¢ — 19,28¢
Other:
Home equity and second mortgay 3,72¢ 134 29z 93¢ 5,091
Other 7,35¢ 5C — 1,90¢ 9,31¢
Total portfolio $ 657,11¢ $ 118,81: $ 6293¢ $ 39,12« $ 877,98¢
Rating as a % of total portfoli 74.8/% 13.52% 7.17% 4.46% 100.0(%

Credit underwriting through a committee process &y component of the operating philosophy ofGoeporation. Business development
officers have relatively low individual lending &uotity limits, therefore requiring that a signifigdgportion of the Corporation’s new credit
extensions be approved through various committepsrding on the type of loan or lease, amountettkdit, and the related complexities of
each proposal. In addition, the Corporation makesyeeffort to ensure that there is adequate eotdtat the time of origination to protect the
Corporation’s interest in the related loan or lease
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Upon origination, subsequent renewals, evaluatfarpdated financial information from our borrowess,as other circumstances dictate, each
credit is continually evaluated for proper riskimgt The Corporation uses a nine grade risk ragygiem to monitor the ongoing credit quality
of its loans and leases. The risk rating graddevich consistent definition, but are then appliedpecific loan types based on the nature of the
loan. Each risk rating is subjective and dependimghe size and nature of the credit subject tauarlevels of review and concurrence on the
stated risk rating. Depending on the type of loa elated risk rating, loans are grouped into frategories, which indicate the level and
nature of review by management.

Category | — Loans and leases in this categorpam®rming in accordance with the terms of the raxttand generally exhibit no immediate
concerns regarding the security and viability & timderlying collateral of the debt, financial slighof the borrower, integrity or strength of
the borrower’s management team or the businessindin which the borrower operates. Loans anddeas this category are not subject to
additional monitoring procedures above and beyohdtvs required at the origination of the loaneade. Category | loans and leases are
monitored through payment performance along witls@eal relationships with our borrowers and moiniof financial results or other
documents or procedures required per the terntsecdigreement.

Category Il — Loans and leases in this categorpagenning to show signs of deterioration in onenare of the Corporation’s core
underwriting criteria such as financial stabilitganagement strength, industry trends and collatetaks. Management will place credits in
category to allow for proactive monitoring and fesion with the borrower to possibly mitigate thea of concern and prevent further
deterioration or risk of loss to the Corporatiomat€yory Il loans are monitored frequently by thegsed business development officer and
subcommittee of the Banks’ loan committees anccansidered performing.

Category Il — Loans and leases in this category beaclassified by the Banks’ regulatory examir@rilentified by the Corporatiog’busines
development officers and senior management as margespecial attention. Category Il loans andésagenerally exhibit undesirable
characteristics such as evidence of adverse finbhttends and conditions, managerial problems ribeéging economic conditions within the
related industry, evidence of adverse public fitirgnd may exhibit collateral shortfall positionsaddgement continues to believe that it will
collect all required principal and interest in atance with the original terms of the contract #retefore Category Il loans are considered
performing and no specific reserves are establifbrethis category. This portfolio of loans is mtmmed on a monthly basis by management,
loan committees of the Banks, as well as by thekBaBoard of Directors.

Category IV—Loans and leases in this category ansidered impaired. Impaired loans and leases heee placed on non-accrual as
management has determined that it is unlikely ti@Banks will receive the required principal antkiest in accordance with the contractual
terms of the contract. Impaired loans are indiviljuevaluated to assess the need for the estabdishof specific reserves or chargis. Wher
analyzing the adequacy of collateral, the Corporatibtains external appraisals at least annuatlinipaired loans and leases. External
appraisals are obtained from the Corporation’s eygut appraiser listing and are independently rescet® monitor the quality of such
appraisals. To the extent a collateral shortfadlifpan is present, a specific reserve or chargeniffbe recorded to reflect the magnitude of the
impairment. Loans and leases in this category aneitored on a monthly basis by management, loamuittees of the Banks, as well as the
Banks’ Board of Directors.
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The delinquency aging of the loan and lease paotfof class of receivable as of December 31, 2012910 is as follows:

As of December 31, 201

Accruing loans and lease

Commercial Real Estat
Owner occupiet
Non-owner occupiet
Construction and land developmt
Multi-family
1-4 family

Commercial & Industria

Direct financing leases, n

Other:
Home equity and second mortga
Other

Total

Non-accruing loans and lease
Commercial Real Estat
Owner occupiet
Non-owner occupiet
Construction and land developmt
Multi -family
1-4 family
Commercial & Industria
Direct financing leases, n
Other:
Home equity and second mortgas
Other

Total

Total loans and lease

Commercial Real Estat
Owner occupiet
Non-owner occupiet
Construction and land developm
Multi-family
1-4 family

Commercial & Industria

Direct financing leases, n

Other:
Home equity and second mortgay
Other

Total
Percent of portfolic

Greater
3C-59 6C-89 than 90
days past days past days past Total Total
due due due past due Current loans
(Dollars In Thousands)

$ 106 $ — $ = $ 106 $ 147,45 $ 147,55¢

— 131 — 131 302,21° 302,34¢

3,940 — — 3,942 26,95 30,89¢

— — — — 41,89¢ 41,89¢

— — — — 40,00 40,007

25 — — 25 235,51¢ 235,54

— — — — 17,11( 17,11(

— — — — 3,96¢ 3,96¢

— — — — 10,45¢ 10,45¢

4,07: 131 — 4,20 825,57¢ 829,78(

$ — $ — $ 2011 $ 2,011 $ 961 $ 2,972

— 15E 1,62¢ 1,78( 46¢ 2,24¢

114 51¢ 704 1,33: 5,89¢ 7,22¢

— — 2,00¢ 2,00¢ — 2,00¢

404 224 49t 1,122 2,38 3,50¢

21 — 29¢ 31¢ 1,23¢ 1,55¢

— — — — 18 18

— 40 31F 35¢ 647 1,00z

— — 1,222 1,22% 1 1,22

53¢ 934 8,67¢ 10,15: 11,61¢ 21,76¢

$ 106 $ — $ 2,011 $ 2117 $ 148,41. $ 150,52¢

— 28¢€ 1,62¢ 1,911 302,68t 304,597

4,05¢ 51¢ 704 5,27t 32,84¢ 38,12/

— — 2,00¢ 2,00¢ 41,89¢ 43,90¢

404 224 49t 1,12 42,39( 43,51

46 — 29¢€ 344 236,75! 237,09¢

— — — — 17,12¢ 17,12¢

— 40 31t 35E 4,61 4,97(

— — 1,222 1,222 10,46( 11,682

$ 461z $ 1,06t $ 8,67¢ $ 14,35¢ $ 837,19( $ 851,54¢
0.5%% 0.12% 1.02% 1.66% 98.329% 100.0%

(1) This balance represents one loan that was in theeps of renewal. The loan was successfully renglnadg January 201
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As of December 31, 2011, there were no loans tlea¢ \greater than 90 days past due and still aggioterest.

As of December 31, 201

Accruing loans and lease

Commercial Real Estat
Owner occupiet
Non-owner occupiet
Construction and land developmt
Multi-family
1-4 family

Commercial & Industria

Direct financing leases, n

Other:
Home equity and second mortga
Other

Total

Non-accruing loans and lease
Commercial Real Estat
Owner occupiet
Non-owner occupiet
Construction and land developmt
Multi -family
1-4 family
Commercial & Industria
Direct financing leases, n
Other:
Home equity and second mortgas
Other

Total

Total loans and lease

Commercial Real Estat
Owner occupiet
Non-owner occupiet
Construction and land developm
Multi-family
1-4 family

Commercial & Industria

Direct financing leases, n

Other:
Home equity and second mortgay
Other

Total

Percent of portfolic

Greater
30-59 6C-89 than 90
days past days past days past Total Total
due due due past due Current loans
(Dollars In Thousands)

$ = — $ = $ — 146,270 $ 146,22

— 44¢ — 44¢ 301,71! 302,16

— 1 — 1 52,36¢ 52,37(

— — — — 38,82¢ 38,82¢

603 — — 60 49,00¢ 49,61:

58 — — 58 219,42 219,48!

— — — — 19,28¢ 19,28¢

— — — — 4,15: 4,15:

4 — — 4 7 AOE 7,40¢

665 44¢ — 1,11¢ 838,46¢ 839,58:

$ — — $ 294¢ $ 2,94¢ 3,33¢ % 6,28:

— — 2,22: 2,22: 2,92 5,144

85C 42C 1,13¢ 2,40¢ 6,86¢ 9,27¢

— — 1,041 1,041 3,14~ 4,18¢

5 — 1,90( 1,97¢ 2,262 4,237

122 1,30¢ 1,70z 3,12¢ 3,30¢ 6,43¢

— — 257 257 682 93¢

— — 1,84¢ 1,84¢ 58 1,90¢€

1,047 1,72¢ 13,05¢ 15,82¢ 25,58( 38,40¢

$ = — $ 2,94¢ 3% 2,94¢ 149,61: $ 152,56(

— 44¢ 2,22: 2,67( 304,63 307,30°

85C 421 1,13¢ 2,407 59,23¢ 61,64

— — 1,041 1,041 41,97 43,012

67¢ — 1,90( 2,57¢ 51,27: 53,84¢

18C 1,30 1,70z 3,18¢ 222,73! 225,92:

— — — — 19,28¢ 19,28¢

— — 257 257 4,83¢ 5,091

4 — 1,84¢ 1,852 7,454 9,31¢

$ 1,712 2170 $ 13,05 $ 16,94( 861,04 $ 877,98¢
0.1% 0.25% 1.4% 1.9% 98.01% 100.0(%
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The Corporation’s non-accrual loans and leasesistooisthe following at December 31, 2011 and 20#8pectively.

December 31
2011 2010
(Dollars In Thousands)

Non-accrual loans and lease
Commercial real estat

Commercial real esta— owner occupiet $ 297 $ 6,28
Commercial real esta— nor-owner occupiet 2,24¢ 5,14¢
Construction and land developmt 7,22¢ 9,27¢
Multi -family 2,00¢ 4,18¢
1-4 family 3,50¢ 4,23
Total nor-accrual commercial real est: 17,96¢ 29,12¢
Commercial and industrii 1,55¢ 6,43¢
Direct financing leases, n 18 —
Other:
Home equity and second mortge 1,00z 93¢
Other 1,22¢ 1,90¢
Total nor-accrual other loar 2,22 2,84t
Total nor-accrual loans and leas 21,76¢ 38,40¢
Foreclosed properties, r 2,23¢ 1,75(
Total nor-performing asset $ 2400 $  40,15¢
Performing troubled debt restructurir $ 111 $ 71€
Total nor-accrual loans and leases to gross loans and | 2.56% 4.3%
Total nor-performing assets to total ass 2.04 3.6
Allowance for loan and lease losses to gross leaddease 1.6€ 1.8¢
Allowance for loan and lease losses to-accrual loans and leas 65.0: 42.3i
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As of December 31, 2011 and 2010, $13.3 million $58.7 million of the impaired loans are consideredbled debt restructurings,
respectively. As of December 31, 2011, there aranfonded commitments associated with troubled degitucturing credits.

As of December 31, 2011 As of December 31, 2010
Pre- Post- Pre- Post-
Number Modification Modification Number Modification Modification
of Recorded Recorded of Recorded Recorded
Loans Investment Investment Loans Investment Investment

(Dollars in Thousands)

Troubled debt restructuring
Commercial real esta
Commercial real esta— owner

occupiec 5 $ 38C $ 352 2 3 751 $ 71€
Commercial real estate — non-owner
occupied 6 971 90z 3 2,86: 2,764
Construction and land developmt 4 8,451 5,692 1 8,601 7,21(
Multi -family — — — 1 1,43¢ 1,21z
1-4 family 15 3,152 3,031 12 3,09z 2,67
Commercial and industrii 9 2,39¢ 1,39¢ 8 4,40¢ 2,49
Direct financing leases, n 1 32 18 — — —
Other:
Home equity and second mortge 8 86& 813 6 562 501
Other 1 2,07¢ 1,222 4 3,14(C 1,827
Total 48 3 18,327 $ 13,42: 37 $ 24,85, $ 19,40:

As of December 31, 2011 and 2010, there were nioked debt restructurings that subsequently defdun their modified obligation. For the
year ended December 31, 2011, the primary reasdnofabled debt restructuring classification is doi¢he Bank’ decision to provide below
market interest rates to assist the borrowers imagiag their cash flow as well as extensions oflitther through additional dollars or an
extension of time when additional collateral oresthvidence of repayment was not available. Thep@ation adopted this disclosure standard
as of July 1, 2011. As a result of the adoptiothefaccounting standard, four additional loans &iffost modification balance of $1.9 million
were identified. These additional new loans didhmte a material impact on the Corporation’s priowigor loan and lease losses expense for
the nine months ended September 30, 2011, anditheaace for loan and lease losses at Septembe&2(3(, as the majority of the new loans
identified were previously identified as impairedt mot necessarily with a troubled debt restruomdesignation and were therefore already
evaluated in accordance with the Corporation’sreesmethodology.
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The following represents additional informationaedjng the Corporation’s impaired loans and ledsedass:

Impaired Loans and Leases For the
Year Ended December 31, 2011

Net

Unpaid Average Foregone Interest Foregone
Recorded principal Impairment recorded interest income Interest
investment balance reserve investment (1) income recognized Income

(In Thousands)

With no impairment reserve recorded:
Commercial real estat

Owner occupiel $ 2,45t $ 3,66¢ $ — 9 5177 $ 45C $ 20C $ 25C
Non-owner occupiet 2,24¢ 4,081 — 5,261 424 — 424
Construction and land developmt 6,38: 9,92 — 7,974 35C 48 302
Multi -family 2,00¢ 2,24¢ — 3,07t 362 — 362
1-4 family 2,62¢ 3,01¢ — 3,16( 2717 10¢ 16¢
Commercial and industrii 1,13¢ 1,32( — 3,82( 384 424 (40)
Direct financing leases, n — — — — — — —
Other:
Home equity loans and second
mortgages 802 827 — 884 62 1 61
Other 1,222 1,68 — 1,691 13¢ 6 132
Total 18,88¢ 26,76¢ — 31,04: 2,447 787 1,66(

With impairment reserve recorded:
Commercial real estat

Owner occupiet $ 517 $ 517 $ 13 $ 35¢ $ 81 % — 3 81
Non-owner occupiet — — — — — — —
Construction and land developm 84¢€ 84¢€ 13C 482 48 — 48
Multi-family — — 34 287 — — —
1-4 family 98¢ 98¢ 337 1,013 61 — 61
Commercial and industrii 41¢ 41¢ 27€ 384 24 — 24
Direct financing leases, n 18 18 18 13 1 — 1
Other:
Home equity loans and seca
mortgage: 19¢ 19¢ 79 20¢ 20 — 2C
Other 1 1 1 1 — — —
Total 2,98¢ 2,98¢ 88¢ 2,751 23E — 23t
Total:
Commercial real estat
Owner occupiet $ 2,972 $ 4,18¢ $ 13 $ 553t $ 531 $ 20C $ 331
Non-owner occupiet 2,24¢ 4,081 — 5,261 424 — 424
Construction and land developmt 7,22¢ 10,77: 13C 8,45 39¢ 48 35(
Multi -family 2,00¢ 2,24¢ 34 3,36: 362 — 362
1-4 family 3,617 4,00¢ 337 4,17 33¢€ 10¢ 23C
Commercial and industrii 1,565¢ 1,73¢ 27€ 4,204 40¢ 424 (16)
Direct financing leases, n 18 18 18 13 1 — 1
Other:
Home equity loans and secao
mortgage: 1,002 1,02¢ 79 1,09z 82 1 81
Other 1,22 1,68: 1 1,69: 13¢ 6 132
Grand tota $ 2187$ 2975 $ 88t $§ 33,79 $ 2,682 $ 787 $ 1,89¢
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Impaired Loans and Lease:
For the Year Ended December 31, 2010

Net

Unpaid Average Foregone Interest Foregone
Recorded principal Impairment recorded interest income Interest
investment balance reserve investment (%) income recognized Income

(In Thousands)

With no impairment reserve recorded:
Commercial real estat

Owner occupiel $ 518( $ 536¢ $ — 3 5,62( $ 40% $ 18 $ 387

Non-owner occupiet 38C 38C — 16C 20 — 2C

Construction and land developm: 2,932 4,49¢ — 2,38¢ 24¢ — 24¢

Multi -family 1,21¢ 1,76¢ — 1,92¢ 211 — 211

1-4 family 8,158 3,391 — 3,12¢ 273 — 27%

Commercial and industrii 4,46( 5,39¢ — 5,97¢ 40t 83 32z

Direct financing leases, n — — — — — 1 (D)

Other

Home equity loans and second

mortgages 55¢ 59€ — 58€ 43 — 43

Other 1,87¢ 2,10¢ — 2,91 197 — 197

Total 19,74¢ 23,50 — 22,691 1,80( 10z 1,69¢

With impairment reserve recorded:
Commercial real estat

Owner occupiet $ 1,821 $ 1821 $ 105 $ 1,83t $ 14z $ — 3 142
Non-owner occupiet 4,764 4,764 1,41¢ 1,831 22€ — 22¢
Construction and land developm 6,34: 7,76¢ 177 65¢ 157 — 157
Multi -family 2,972 3,79¢ 521 1,22¢ 167 — 167
1-4 family 1,08¢ 1,08¢ 364 61z 38 — 38
Commercial and industrii 1,97¢ 1,97¢ 67¢ 44§ 13¢ — 13¢
Direct financing leases, n — — — — — — —
Other:
Home equity loans and second
mortgage: 384 384 16¢€ 38¢ 33 — 33
Other 31 31 32 19 1 — 1
Total 19,37¢ 21,62( 3,45¢ 7,015 902 — 90z
Total:
Commercial real estat
Owner occupiel $ 7,001 $ 7,18t $ 105 $ 7,45¢ $ 547 $ 18 $ 52¢
Non-owner occupiet 5,14¢ 5,14¢ 1,41« 1,991 24¢ — 24¢
Construction and land developmt 9,27¢ 12,26 177 3,04 403 — 40z
Multi -family 4,18¢ 5,56¢ 521 3,15¢ 37¢ — 37¢
1-4 family 4,23 4,481 364 3,74( 311 — 311
Commercial and industrii 6,43¢ 7,37: 67¢ 6,42:% 543 83 46(
Direct financing leases, n — — — — — 1 (D)
Other:
Home equity loans and secao
mortgages 93¢ 98C 16¢ 96¢ 76 — 76
Other 1,90¢ 2,137 32 2,932 19¢ — 19¢
Grand tota $ 39,12« $§  45,12% $ 3,45¢ $ 29,71« $ 2,702 $ 10z $ 2,60(

@ Average recorded investment is calculated primarsiyng daily average balanc

The difference between the loans and leases rata@mdestment and the unpaid principal balance &egember 31, 2011 and 2010 of $7.9
million and $6.0 million, respectively, represeptstial charge-offs resulting from confirmed losdeg to the value of the collateral securing
the loans and leases being below the carrying salfithe loans and leases. Impaired loans anddedse included $111,000 and $718,000 of
loans that are performing troubled debt restruogsj and thus not on non-accrual, but are repadéchpaired, due to the concession in terms.

To determine the level and composition of the atloee for loan and lease losses, the Corporatiakbreut the portfolio by segments and risk
ratings. First, loans and leases are evaluatepdi@ntial impairment classification. Once a loareaise is determined to be impaired, the
Corporation then analyzes the impaired loans aaskeke on an individual basis to determine a speeifierve based upon the estimated value of
the underlying collateral for collateral-dependieains, or alternatively, the present value of etgebcash flows. Historical trends of the
previously identified factors are applied to eaategory of loans and leases that has not beerfispéigievaluated for the purpose of
establishing the general portion of the allowal
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A summary of the activity in the allowance for loamd lease losses by portfolio segment is as fallow

Allowance for credit losse:!
Beginning balanc
Charge-offs
Recoveries
Provision

Ending Balanct

Ending balance: individually evaluated for impaimh
Ending balance: collectively evaluated for impaintr
Ending balance: loans acquired with deteriorateditquality

Loans and lease receivabl
Ending balance, gro¢

Ending balance: individually evaluated for impaimh
Ending balance: collectively evaluated for impaintr
Ending balance: loans acquired with deteriorateditquality

Allowance as % of gross loa

As of December 31, 201

Direct
Commercial Commercial Fingr?ging
real estate and industrial Other Lease, Net Total
(Dollars in Thousands)
$ 11,267 $ 4277 % 48z $ 248 $ 16,27
(6,339 (475) (421) = (7,230
30z 475 70 18 864
4,31¢ (29€) 252 (24) 4,25(
$ 9,55¢ & 3977 % 384 $ 24C % 14,15¢
$ 514 $ 27¢  $ 80 $ 18 $ 88¢
$ 9,04C & 3,701 $ 304 % 22z % 13,26
$ —  $ — 3 —  $ —  $ —
$ 580,66° $ 237,09 $ 16,65: $ 17,12¢ $ 851,54¢
$ 18,07¢ 155¢ $ 2,228 $ 18 % 21,87
$ 56259 $ 23554. $ 14,427 $ 17,11¢ $ 829,66!
$ — — 3 —  $ —  $ —
1.65% 1.6&% 2.31% 1.4(% 1.6€%
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As of December 31, 201

Direct
Commercial Commercial Financing
real estate and industrial Other Lease, Net Total
(Dollars in Thousands)

Allowance for credit losse:

Beginning balanc $ 8,82¢ % 428: % 65¢ $ 354 $ 14,12
Chargeoffs (4,029 (352) (835) — (5,210
Recoveries 39 26& 1 8 313
Provision 6,42: 81 657 (117) 7,044

Ending Balanct $ 11260 % 4277 $ 482 % 24t $ 16,27

Ending balance: individually evaluated for impaimh $ 257¢ $ 67¢ $ 201 $ — $ 3,45¢

Ending balance: collectively evaluated for impaintr $ 8,68t $ 3,59 $ 281 $ 24t $ 12,810

Ending balance: loans acquired with deterioratediciquality $ — 3 — 3 — 3 —  $ —

Loans and lease receivabl

Ending balance, gro: $ 618370 $ 22592 $ 14,40¢ $ 19,28¢ $ 877,98t

Ending balance: individually evaluated for impainh $ 2084 $ 6,43t $ 2,84t $ — $ 39,12

Ending balance: collectively evaluated for impaint $ 58853( $ 21948 $ 1156 $ 1928t $ 838,86

Ending balance: loans acquired with deterioratedicquality $ — 3 — 8 — 3 —  $ —

Allowance as % of gross loa 1.82% 1.8<% 3.35% 1.27% 1.85%

The Corporation’s net investment in direct financieases consists of the following:

As of December 31
2011 2010
(In Thousands)

Minimum lease payments receival $ 1348: $ 15,16

Estimated unguaranteed residual values in leasgubpy 5,31: 6,08:

Initial direct costs 25 48

Less unearned lease and residual inc (1,699 (2,009
Investment in commercial direct financing lea $ 17,12¢ & 19,28¢

There were no impairments of residual value ofddgzroperty during 2011 and 2010.

The Corporation leases equipment under direct &imgnleases expiring in future years. Some of thesses provide for additional rents, based
on use in excess of a stipulated minimum numbéoafs, and generally allow the lessees to purctiesequipment for fair value at the end of
the lease term.
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Future aggregate maturities of minimum lease paysnerbe received are as follows (In Thousands):

Maturities during year ended December 31

2012 $ 5,562
2013 3,62¢
2014 2,01¢
2015 1,01«
2016 667
Thereaftel 597

$ 13,48:

Note 5 — Leasehold Improvements and Equipment
A summary of leasehold improvements and equipmiebeaember 31, 2011 and 2010 is as follows:
As of December 31,

2011 2010
(In Thousands)

Leasehold improvemen $ 1,39¢ % 1,30¢
Furniture and equipme! 2,86 2,84¢
4,265 4,15:

Less: accumulated depreciati (3,26€6) (3,179
Total leasehold improvements and equipn $ 99¢ % 974

Note 6 — Goodwill and Intangible Assets

As a result of the annual impairment test condugteline 2010, the Corporation recognized an impait of goodwill of $2.7 million, which
was the entire amount of goodwill recorded on thiesolidated balance sheet. The goodwill impairnadéhiot affect the Corporation’s cash

flows, liquidity, regulatory capital, regulatorymital ratios or future performance of the Corparatnor does it affect its ability to continue to
service its client base. As of December 31, 2012410, the Corporation does not carry any goodwills consolidated balance sheet.

The Corporation had intangible assets that weretd@ad consisting of core deposit intangibles atitepintangibles, representing a client list
purchased from a brokerage/investment businessigélsan the gross carrying amount, accumulated timation and net book value of core
deposit and other intangibles were as follows:

Year Ended December 31
2011 2010
(In Thousands)

Core deposit intangible

Gross carrying amoul $ 145 $ 14&
Accumulated amortizatio (14%) (125)
Net book value $ — % 2C
Amortization/impairment during the peric $ (20) $ (7)
Other intangibles
Gross carrying amoul $ 12C $ 12
Accumulated amortizatio (120) (10¢)
Net book value $ — 3 12
Amortization during the perio (12 ¢ (12)
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Note 7 — Other Assets

The Corporation is a limited partner in severalt@d partnership investments. The Corporation istin® general partner, does not have
controlling ownership, and is not the primary vhl&interest holder in any of these limited parshirs. The Corporation’s share of the
partnerships’ income (loss) included in the cormkaikd statements of income for the years endedriteere31, 2011 and 2010 was $495,000
and $(277,000), respectively. The Corporation mascuity investment in Aldine Capital Fund, LP, azzanine fund, of $2.2 million and $1.6
million recorded as of December 31, 2011 and 20h@. Corporation has a remaining commitment to gtevunds of $960,000 at

December 31, 2011. In 2010, the Corporation waniéeld partner in CapVest. As of December 31, 2@46 limited partners along with the
general partner of CapVest agreed to terminatpanimership. Any remaining assets of the partnprafere distributed on a pro-rata basis. The
remaining assets of the partnership are illiquitlsées and as a result, the Corporation wrotdtsffemaining interest in the partnership,
recognizing a loss of $92,000 for the year endeceDer 31, 2010. The Corporation also has onerebeped limited partnership equity
investments, Chapel Valley Senior Housing, LP. &cBmber 31, 2011 and 2010, there was a zero csistiganaining in this tax-preferred
limited partnership equity investment.

The Corporation is the sole owner of $315,000 @ficmn securities issued by Trust Il, a Delawarer®ss trust. The purpose of Trust Il was
to complete the sale of $10.0 million of 10.5% t@ixate trust preferred securities. Trust I, a isholvned subsidiary of the Corporation, was
not consolidated into the financial statementhef@orporation. The investment in Trust Il of $31H) as of December 31, 2011 and 2010 is
included in accrued interest receivable and othsets.

A summary of accrued interest receivable and aksets is as follows:
As of December 31,

2011 2010
(In thousands)

Accrued interest receivab $ 362t $ 3,40¢
Deferred tax assets, r 2,48 4,897
Investment in limited partnershi 2,21¢ 1,592
Investment in Trust | 31k 31E
Fair value of interest rate swa 3,43¢ 2,841
Prepaid expenst 1,467 3,46¢
Other intangible: — 32
Other 3,29¢ 3,337
Total $ 16,737 $ 19,88:

Prepaid expenses include the FDIC insurance prerfou2010-2012 in the amount of $363,000 and $2Ibam at December 31, 2011 and
2010. The prepaid assessment was based upon tke’Basessment rate in effect on September 30, 2009nay be exhausted earlier than
2012 based upon actual assessment base, rel&edtiigs and impacts of the FDIC's final Assesstaétule issued on February 9, 2011.
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Note 8 — Deposits
Deposits are summarized as follows:

As of December 31,

2011 2010
Weighted Weighted Weighted Weighted
Average Average Average Average
Balance Balance Rate Balance Balance Rate
(Dollars In Thousands)
Non-interest bearing transaction accot $ 13223 $ 112,89¢ 0.0(% $ 8852¢ $  68,54¢ 0.0(%
Interest bearing transaction acco. 23,00 25,38¢ 0.2¢ 44,42¢ 74,78 0.3t
Money market accoun 364,08: 300,65: 0.9¢ 276,74¢ 258,57( 1.0¢
Certificates of depos 85,33 80,32: 1.3¢ 79,49 84,82¢ 2.0:
Brokered certificates of depo: 446,66! 486,59: 2.6€ 499,10: 480,70¢ 3.32
$ 1,051,331, $ 1,005,85 1.7C $ 988,29t $ 967,43t 2.14

A summary of annual maturities of certificates epdsit outstanding at December 31, 2011 followsh@usands):

Maturities during year ended December 31,

2012 $ 212,17(
2013 144,03:
2014 76,46¢
2015 40,55¢
2016 20,573
Thereaftel 38,19¢

$ 531,99¢

Deposits include approximately $54.0 million an®$3million of certificates of deposit, includingdkered deposits, which are denominate
amounts of $100,000 or more at December 31, 20d a0, respectively.
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Note 9 — FHLB Advances, Other Borrowings and JunioiSubordinated Debt
The composition of borrowed funds is as follows:

As of December 31,

2011 2010
Weighted Weighted Weighted Weighted
Average Average Average Average
Balance Balance Rate Balance Balance Rate
(Dollars In Thousands)
Federal funds purchas $ — 252 0.9(% $ — 3 — — %
FHLB advance: 482 65€ 5.8¢ 2,49¢ 13,41« 4.7¢
Line of credit 81C 2,23¢ 4.0¢ 10 10 4.0¢
Subordinated notes payal 39,00( 39,00( 6.12 39,00( 39,00( 5.5t
Junior subordinated not 10,31¢ 10,31t 10.7¢ 10,31t 10,31¢ 10.7¢
$ 50,60 52,45¢ 6.9¢ $ 51,81¢ $ 62,73¢ 6.2¢€
Shor-term borrowings $ 81C $ 2,01C
Long-term borrowings 49,79; 49,80¢
$ 50,60 $ 51,81¢

The repayment structure of the Corporation’s FHidBamces is as follows:

Repayments during year ended December 3 (In Thousands)
2012 $ 13
2013 46¢

$ 482

At December 31, 2011 and 2010, there were no gexusiold under agreements to repurchase. Theee weeoutstanding federal funds
purchased at any month-end during fiscal years bbee 31, 2011 and 2010.

The Corporation has a $27.4 million FHLB line oédit available for advances and open line borrowingich are collateralized by mortgage-
related securities, unencumbered first mortgagesl@ad secured small business loans as noted b&tddecember 31, 2011, $27.0 million of
this line is unused. There were no advances oulistgron the Corporation’s open line at December2®1,1 and 2010. Term FHLB advances
totaled $482,000 and $2.5 million at December 81,12and 2010, respectively. These advances beat iinterest rates which range from
5.91% to 6.06% at December 31, 2011 and 4.98%0&96.at December 31, 2010, and are subject to apnegnt fee if they are repaid prior to
maturity. None of the Corporation’s FHLB advances putable.

The Corporation is required to maintain, as cotldtanortgage-related securities and unencumbérgtchiortgage loans and secured small
business loans in its portfolio aggregating attléfas amount of outstanding advances from the FHId&ns totaling approximately $15.6
million and $25.3 million and collateralized morggaobligations totaling approximately $11.8 milliand $22.6 million were pledged as
collateral for FHLB advances and unused availateditat December 31, 2011 and 2010, respectively.

The Corporation has a line of credit of $10.5 roilli The line of credit carries an interest ratereé month LIBOR plus 2.75% with a floor of
4.00% and has certain performance debt covenantbioh the Corporation was in compliance with aPetember 31, 2011. The Corporation
pays an unused line fee on its senior line of ¢ré&dir the years ended December 31, 2011 and 204 @orporation incurred $10,000 and
$11,000 of additional interest expense due toféés The credit line matures on March 12, 2012witidbe renewed for one additional year
with pricing terms of one-month LIBOR plus 2.75%thvan interest rate floor of 4.00%, and includesdditional debt covenant. The
Corporation is in compliance with all debt covesamtider the renewed line of credit.
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The Corporation has subordinated notes payablBegember 31, 2011 and 2010, the amount of subdedimetes payable outstanding was
$39.0 million. The subordinated notes payable ué&br Tier 2 capital. At December 31, 2011, $3iion of the subordinated debt bears an
interest rate of LIBOR plus 4.75% with an intenede floor of 7.00% and $8.0 million bears an iegtrate of LIBOR plus 4.25%. There are
debt covenants on the subordinated notes payabB012, the Corporation sold and issued approxim&®&2 million aggregate principal
amount of subordinated debentures (the “debentutesertain accredited investors. The debentuaes heen structured to qualify as Tier 2
capital, mature on January 15, 2022 and bear d fiterest rate of 7.5% per year for their entinert. The Corporation may, at its option,
redeem the debentures, in whole or part, at ang &fter the fifth anniversary of issuance. The @oafion used the net proceeds from the sale
of the debentures to repay a portion of its exis$89.0 million of subordinated debt.

In September 2008, Trust || completed the salel6f@ million of 10.5% fixed rate trust preferredgsties (Preferred Securities). Trust Il also
issued common securities of $315,000. Trust |l ukedcbroceeds from the offering to purchase $10l8mof 10.5% Junior Subordinated
Notes “Notes”) of the Corporation. The Preferred Securities aradatorily redeemable upon the maturity of the NotesSeptember 26, 20z
The Preferred Securities qualify under the riskellasapital guidelines as Tier 1 capital for requiaipurposes. The Corporation used the
proceeds from the sale of the Notes for genergdarate purposes including providing additional tab its subsidiaries. Debt issuance costs
of approximately $428,000 were capitalized in 200&hich $382,000 is remaining at December 31, 2@kbt issuance costs are included in
other assets, and are amortizing over the lifb@fNotes as an adjustment to interest expense.

The Corporation has the right to redeem the Ndtesytime on or after September 26, 2013. The @attpn also has the right to redeem the
Notes, in whole but not in part, after the occuceenf a special event. Special events are limel) &a change in capital treatment resultin
the inability of the Corporation to include the Bstin Tier 1 Capital, 2) a change in laws or retiues that could require Trust Il to register as
an investment company under The Investment Compangf 1940, as amended and 3) a change in lawsgodations that would a) require
Trust Il to pay income tax with respect to intenesteived on the Notes or b) prohibit the Corporafrom deducting the interest payable by
Corporation on the Notes or c) result in greatanth de minimis amount of taxes for Trust II.

Trust Il, a wholly owned subsidiary of the Corpéwsat was not consolidated into the financial staata of the Corporation. Therefore, the
Corporation presents in its consolidated finansfatements junior subordinated notes as a lialaliy its investment in Trust Il as a compor
of other assets.

Note 10 — Stockholders’ Equity and Regulatory Capdl

On June 5, 2008, the Board of Directors declarddidend of one common share purchase right foh @atstanding share of common stock,
$0.01 par value per share (common shares) of thep@oy. The dividend was paid on July 15, 2008. Eagtit entitles the registered holder to
purchase from the Company one-half of one commarestat a price of $85.00 per full common shareifedent to $42.50 for each one-half
of a common share), subject to adjustment. Theagigfil be exercisable only if a person or grougw@ces 15% or more of the Company’s
common stock or announces a tender offer for statksUnder conditions described in the SharehdRights Plan, holders of rights could
acquire additional shares of the Company’s comntocks The value of shares acquired under the plauldvhave a market value of two times
the then current per share purchase price. Thésngitl expire on June 5, 2018.

The Corporation and the Banks are subject to vaniegulatory capital requirements administered éyeffal and State of Wisconsin banking
agencies. Failure to meet minimum capital requir@nean result in certain mandatory, and possititiiteonal discretionary actions on the .
of regulators, that if undertaken, could have aaimaterial effect on the Banks’ assets, liab#itand certain off-balance sheet items as
calculated under regulatory practices. The Corpmna and the Banks’ capital amounts and clasgificeare also subject to qualitative
judgments by the regulators about componentswesightings and other factors. The Corporation hatated its Capital and Liquidity Actic
Plan (the “Plan”), which is designed to help ensappropriate capital adequacy, to plan for futuagital needs and to ensure that the
Corporation serves as a source of financial stretgthe Banks.
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The Corporation’s and the Banks’ Board of Directamsl management work in concert with the appropriegulatory bodies on decisions
which affect their capital position, including udt limited to, decisions relating to the paymeintlioidends and increasing indebtedness.

As a bank holding company, the Corporation’s aptiit pay dividends is affected by the policies antbrcement powers of the Federal
Reserve. Federal Reserve guidance urges comparsgengly consider eliminating, deferring or sfigantly reducing dividends if: (i) net
income available to common shareholders for théfoas quarters, net of dividends previously paidindg that period, is not sufficient to fully
fund the dividend; (ii) the prospective rate ofréags retention is not consistent with the banldimg company’s capital needs and overall
current prospective financial condition; or (iiijet bank holding company will not meet, or is in glainof not meeting, its minimum regulatory
capital ratios. Management intends to consult WithFederal Reserve Bank of Chicago and provida thigh information on the Corporatian’
then-current and prospective earnings and capitgtipn, on a quarterly basis, in advance of déajgany cash dividends.

The Banks are also subject to certain legal, réguand other restrictions on their ability to pdiyidends to the Corporation. As a bank
holding company, the payment of dividends by thekao the Corporation is one of the sources ofi$uime Corporation could use to pay
dividends, if any, in the future and to make otpa&yments. Future dividend decisions by the Bankisti@ Corporation will continue to be
subject to compliance with various legal, regubat@nd other restrictions as defined from time noeti

Qualitative measures established by regulatiomsue capital adequacy require the Corporationtla@@anks to maintain minimum amounts
and ratios of Total and Tier 1 capital to risk-waied assets and of Tier 1 capital to average asSetsl capital generally consists of
stockholders’ equity plus certain qualifying deheet and other specified items less intangibletasseh as goodwill. Risk-based capital
requirements presently address credit risk relatdubth recorded and off-balance sheet commitmemdsobligations. Management believes, as
of December 31, 2011, that the Corporation andBtirgks met all applicable capital adequacy requirgme

As of December 31, 2011, the most recent notificatiom the Federal Deposit Insurance Corporatimhthe State of Wisconsin Department
of Financial Institutions categorized the Banksvadl capitalized under the regulatory framework poompt corrective action. In addition, the
Banks exceeded the minimum net worth requireme6t@¥ required by the State of Wisconsin at Decerthe2011.
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The following table summarizes the Corporation Badks’ capital ratios and the ratios required byféderal regulators at December 31, 2011
and 2010, respectively:

Minimum Required to be Well
Capitalized Under Prompt

Minimum Required for Capital Corrective Action
Actual Adequacy Purposes Requirements
Amount Ratio Amount Ratio Amount Ratio

(Dollars In Thousands)

As of December 31, 201

Total capital
(to risk-weighted asset:
Consolidatec $ 118,89 13.11% $ 72,55¢ 8.0(% N/A N/A
First Business Ban 108,86( 13.3¢ 65,05¢ 8.0C % 81,32 10.0(%
First Business Ban— Milwaukee 15,07¢ 16.11 7,48 8.0C 9,35¢ 10.0C¢
Tier 1 capital
(to risk-weighted asset:
Consolidatec $ 71,72 791% $ 36,27¢ 4.0(% N/A N/A
First Business Ban 98,66¢ 12.1: 32,52¢ 40C $ 48,79: 6.0(%
First Business Ban— Milwaukee 13,89¢ 14.8¢ 3,742 4.0C 5,61 6.0C
Tier 1 capital
(to average asset
Consolidatec $ 71,728 6.22% $ 46,15 4.0(% N/A N/A
First Business Ban 98,66¢ 9.9¢ 39,55¢ 40C $ 49,44 5.0(%
First Business Ban— Milwaukee 13,89¢ 7.9 6,992 4.0C 8,741 5.0C
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Minimum Required to be Well
Capitalized Under Prompt

Minimum Required for Capital Corrective Action

Actual Adequacy Purposes Requirements
Amount Ratio Amount Ratio Amount Ratio
(Dollars In Thousands)
As of December 31, 201
Total capital
(to risk-weighted asset:
Consolidatec $ 107,26: 11.22% $ 76,43¢ 8.0(% N/A N/A
First Business Ban 100,201 11.7¢2 68,39( 8.0C $ 85,48¢ 10.0(%
First Business Ban— Milwaukee 14,49¢ 14.62 7,93( 8.0C 9,91: 10.0C¢
Tier 1 capital
(to risk-weighted asset:
Consolidatec $ 63,51! 6.6 $ 38,21¢ 4.0(% N/A N/A
First Business Ban 89,47¢ 10.47 34,19¢ 40C $ 51,29: 6.0(%
First Business Ban— Milwaukee 13,24: 13.3¢ 3,96¢ 4.0C 5,94¢ 6.0C
Tier 1 capital
(to average asset
Consolidatec $ 63,511 566 $ 44,73 4.0(% N/A N/A
First Business Ban 89,74¢ 9.34 38,33¢ 40C $ 47,91¢ 5.0(%
First Business Ban- Milwaukee 13,24: 8.3( 6,381 4.0C 7,97¢ 5.0C

The following table reconciles stockholders’ equdyfederal regulatory capital at December 31, 28dd 2010, respectively.

As of December 31

2011 2010
(In Thousands)

Stockholder’ equity of the Corporatio $ 6421« $ 5533t
Unrealized and accumulated gains and losses oiifispeams and disallowed intangible ass (2,497 (1,829
Trust preferred securitie 10,00( 10,00(
Tier 1 capital 71,72¢ 63,51’
Allowable general valuation allowances and subatdid deb 47,17 43,75
Risk-based capite $ 118,89 $ 107,26

The Banks may not declare or pay cash dividensigdh declaration and payment would violate Federdlor state regulatory requirements.
Unlike the Banks, the Corporation is not subjedhiese regulatory restrictions; however, the Fddeeaerve, the principal regulator of the
Corporation, has supervisory guidance and reguatpertaining to capital requirements and the paymoedividends. The fundamental
principle of the Federal Reserve’s supervision @giilation of bank holding companies is that a baslking company should serve as a
source of managerial and financial strength tsutssidiary banks. Consistent with this premise Rbeeral Reserve expects bank holding
companies to hold capital commensurate with thedrall risk profile. Cash dividends from the Corgiion may be limited by these capital

considerations as well as the regulatory requirésnenlimitations and capital needs of each Bank.
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Note 11 — Earnings per Share

The computation of earnings per share for fiscaty2011 and 2010 is as follows:

For the year ended December 31,

2011 2010
Basic earnings per common sh
Net income $ 8,424,552 $ 941,25
Less: earnings allocated to participating secu (324,999 (24,026
Earnings allocated to common shareholt $ 8,099,527 $ 917,22
Weighte-average common shares outstanding, excluding fgeatiicg securitie! 2,507,82 2,483,65!
Basic earnings per common sh $ 328 % 0.317
Diluted earnings per common she
Earnings allocated to common shareholt $ 8,099,527 $ 917,22
Reallocation of undistributed earnin — —
Earnings allocated to common shareholt $ 8,09952 § 917,22
Weighte-average common shares outstanc 2,507,82 2,483,65!
Dilutive effect of shar-based award — —
Weighte-average diluted common shares outstan 2,507,82 2,483,65!
Diluted earnings per common shi $ 32 % 0.37

For the year ended December 31, 2011 and 2010ageanti-dilutive employee share-based awardsandstg totaled 150,321 and 194,927,
respectively.

Note 12 — Share-Based Compensation

The Corporation adopted the 2001 Equity Incentilae Rnd the 2006 Equity Incentive Plan (the “Plan$he Plans are administered by the
Compensation Committee of the Board of DirectorEBFS and provide for the grant of equity ownergipportunities through incentive stc
options and nonqualified stock options (“Stock ©Op$”) as well as restricted stock. As of Decemlder2®11, 45,542 shares are available for
future grants under the 2006 Equity Incentive P&imares covered by awards that expire, terminatgpse will again be available for the grant
of awards under the 2006 Plan. The Corporation isgye new shares and shares from treasury forstlaetieered under the Plans. The 2001
Plan expired February 16, 2011. The 2006 plan egplanuary 30, 2016.

Stock Options

The Corporation may grant Stock Options to sermecatives and other employees under the Plansk &iptions generally have an exercise
price that is equal to the fair value of the commsbares on the date the option is awarded. Stotk@pgranted under the Plans are subject to
graded vesting, generally ranging from four to eiggars, and have a contractual term of 10 yeansafy new awards issued, compensation
expense is recognized over the requisite servideg#or the entire award on a straight-line bagisere were no Stock Options granted during
the years ended December 31, 2011 or 2010. No ®ptikns have been granted since the Corporatidrimelefinition of a public entity and
no Stock Options have been modified, repurchaseaeelled. Therefore, no stock-based compensetiated to Stock Options was
recognized in the consolidated financial statemémtthe years ended December 31, 2011 and 20t@péewith respect to restricted share
awards. As of December 31, 2011, all Stock Optgrmasted and not previously forfeited have vested.
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The following table represents a summary of Stopkidds activity for all periods.

For the Years Ended December 31

2011 2010
Weighted Weighted

Options average price Options average price
Outstanding at beginning of ye 138,76t $ 22.0¢ 142,79C $ 22.01
Granted — — — —
Exercisec — — — —
Expired (13,732 19.0( (4,029 19.3¢
Forfeited — — — —
Outstanding at end of ye 125,03: 22.4: 138,76¢ 22.0¢
Options exercisable at end of yi 125,03: 138,76¢

The following table represents outstanding Stockiddg and exercisable Stock Options at the respgedtinges of exercise prices at
December 31, 2011.

Options Outstanding Exercisable
Weighted
average Weighted Weighted
remaining average average
contractual exercise exercise
Range of exercise prices Shares life (Years) price Shares price
$15.00- $17.50 9,98/ 204 % 15.3: 9,98 $ 15.3:
$17.51- $20.00 — — — — —
$20.01- $22.50 61,05( 1.14 22.0C 61,05( 22.0C
$22.51- $25.00 54,00( 2.87 24.2: 54,00( 24.2:
125,03« 125,03«

Restricted Shares

Under the Plans, the Corporation may grant resttishares to plan participants, subject to fonfeitypon the occurrence of certain events until
the dates specified in the participants’ award exgient. While the restricted shares are subjedarfeifure, the participant may exercise full
voting rights and will receive all dividends andhet distributions paid with respect to the reséicshares. The restricted shares granted under
the plans are subject to graded vesting. Comp@msatipense is recognized over the requisite sepgded of four years for the entire award
on a straight-line basis. Upon vesting of restdcthare awards, the benefits of tax deductiongdess of recognized compensation expense is
recognized as a financing cash flow activity. Far year ended December 31, 2011, 23 restricte@ siveards vested on a date at which the
market price was higher than the market price erdéite of grant; therefore, a net excess tax kesfedpproximately $11,000 was reflected in
the consolidated statement of cash flows. For #s gnded December 31, 2010, restricted share awastied on a date at which the market
price was lower than the market value on the datgant; therefore there was no excess tax beredfécted in the consolidated statements of
cash flows.
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Restricted share activity for the years ended Déegrl, 2011 and 2010 was as follows:

2011 2010

Weighted Weighted

Number of average Number of average

restricted grant-date restricted grant-date

shares fair value shares fair value
Nonvested balance at beginning of y 101,18: $ 14.9: 70,26: $ 17.8¢
Granted 34,62¢ 17.0¢ 64,72" 13.97
Vested (39,939 16.2¢ (33,43() 19.2¢
Forfeited — — (379 14.5¢
Nonvested balance as of end of y 95,86¢ 15.1¢ 101,18: 14.9:¢

As of December 31, 2011, there was approximatel #fillion of deferred compensation expense relatathvested restricted share awards
which is expected to be recognized over the negetlears. For the years ended December 31, 20120410, share-based compensation
expense included in net income totaled approxim&igr9,000 and $523,000 respectively. As of DecerBibe2011 there were no restricted
shares vested and not delivered.

Note 13 — Employee Benefit Plans

The Corporation maintains a contributory 401 (kjikedl contribution plan covering substantially atidoyees. The Corporation matches 1(
of amounts contributed by each participating emgéoyp to 3% of the employsetompensation. The Corporation may also makeetiscary
contributions up to an additional 6% of salary. @itnutions are expensed in the period incurredraadrded in compensation expense in the
consolidated statements of income. The Corporatiade a matching contribution of 3% to all eligiblaployees which totaled $287,000 and
$243,000 for the years ended December 31, 2012@10, respectively. Discretionary contributiongt@%, or $473,000, and 2.1%, or
$173,000, were made in 2011 and 2010, respectively.

The Corporation has a deferred compensation plaercwy two executives under which it provides cifnttions to supplement their retireme

In 2011, one of the participants in the deferrexhjgensation plan received his final payment undetehms of the contract. Under the terms of
the agreements, benefits to be received are génpealable within six months of the date of thentaration of employment with the
Corporation. The expense associated with this ipl@911 and 2010 was $59,000 and $75,000, respéctivhe present value of future
payments under the plan of $508,000 and $791,00@ee¢mber 31, 2011 and 2010, respectively, is dedun other liabilities. One of the
agreements provided for contributions to supplerheatth insurance costs. The reduction of expessecéated with this portion of the plan
due to the reduction of the liability in 2011 ar@ll® was $16,000 in each year. This supplementdthhleanefit expired in 2011.

The Corporation owns life insurance policies onlithes of these two executives, which have cashesdler values of approximately $1.9
million and $1.8 million as of December 31, 2014 &010, respectively and death benefits of $6.%ianiand $6.1 million, respectively. The
remaining balance of the cash surrender value mf-oavned life insurance of $15.7 million and $1filion as of December 31, 2011 and
2010, respectively, is related to policies on a bamnof other officers of the Banks.

Note 14 — Leases

The Corporation and FBB occupy space under an tipgrgase agreement that expires on July 7, 2BB8. has two loan production offices
that occupy office space under separate operaegelagreements that expire in the fourth quafteecember 31, 2017. FBB has one other
loan production office that occupies office spander an operating lease agreement that expirémeifirst quarter of 2014. FBB — Milwaukee
occupies office space under an operating leaseiagmnat that expires on November 30, 2020. The Catjoor's total rent expense was $1.3
million and $1.4 million for the years ended DecemBl, 2011 and 2010, respectively. Rent expenseagnized on a straight-line basis. The
Corporation also leases vehicles and other offiggpment. Rental expense for these operating leaas$33,000 and $56,000 for the years
ended December 31, 2011 and 2010, respectively.
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Future minimum lease payments for noncancelableatipg leases for each of the five succeeding yaadsthereafter are as follows (in
thousands):

2012 $ 694
2013 667
2014 66E
2015 673
2016 681
Thereaftel 6,15¢

$ 9,53¢

Note 15 — Income Taxes
Income tax expense applicable to income for thesyeaded December 31, 2011 and 2010 consists éditbeing:
Year Ended December 31

2011 2010
(In Thousands)

Current:
Federal $ 1,791 $ 4,26¢
State (297) 501
1,49/ 477(
Deferred:
Federal 1,83¢ (2,702)
State 11€ 281
1,95¢ (2,421)
Total income tax expen: $ 3,44¢ $ 2,34¢

Deferred income tax assets and liabilities reftbetnet tax effects of temporary differences betwtbe carrying amounts of assets and
liabilities for financial reporting purposes aneithtax basis.
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The significant components of the Corporation’sediefd tax assets and liabilities are as follows:

At December 31,
2011 2010
(In Thousands)

Deferred tax asset

Allowance for loan and lease los¢ $ 5421 $ 6,23:
Deferred compensatic 1,04(C 72€
State net operating loss carryforwa 752 2,02:
Write-down of foreclosed propertit 26k 58
Non-accrual loan intere: 734 83¢
Capital loss carryforwarc 10z 35
Other 117 1,637
8,43: 11,54¢
Valuation allowanct (12) (1,259
Total deferred tax asse 8,42: 10,29(

Deferred tax liabilities
Leasing and fixed asset activiti 4,162 4,04~
Unrealized gain on securiti 1,547 1,08¢
Other 231 26(
Total deferred tax liabilitie 5,94( 5,39:
Net deferred tax ass $ 2,48: $ 4,891

The tax effects of unrealized gains and lossesenivative instruments and unrealized gains anceloss securities are components of other
comprehensive income. A reconciliation of the cleaimgnet deferred tax assets to deferred tax expltisws:

At December 31,
2011 2010
(In Thousands)

Change in net deferred tax ass $ (2,415 $ (2,299
Deferred taxes allocated to O 46( (12§)
Deferred income tax bene $ (1,955 $ (2,42))

Net deferred tax assets are included in other @gsétie consolidated balance she

The Corporation has state net operating loss aamgrds of approximately $14.4 million and $38.8liom at December 31, 2011 and 2010,
respectively, which can be used to offset theurfeitstate taxable income. The carry forwards expéteveen 2012 and 2032. A valuation
allowance has been established for the future bisrefributable to certain of the state net opegalibsses. The valuation allowance associated
with these deferred tax assets was $11,000 andilli@n as of December 31, 2011 and 2010, respelsti On June 26, 2011, the State of
Wisconsin 2011-2013 Budget Bill, Assembly Bill 40as signed into law. The bill provides that, stagtwith the first taxable year beginning
after December 31, 2011, and thereafter for the b@years, a combined group member that has 08-26t business loss carryforwards can,
after first using such net business loss carryfodw#o offset its own income for the taxable yaat after using shared losses, use up to five
percent of the pre-2009 net business loss carrgiarsvto offset the Wisconsin income of their grougmbers on a proportionate basis. These
net business loss carryforwards can be used textieat the income is attributable to the group’sam business. If the five percent cannot
fully be used, the remainder can be added to thgopahat may offset the Wisconsin income of dier combined group members in a
subsequent year, until it is completely used olirexip
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Realization of the deferred tax asset over timsejgendent upon the Corporation generating suffic@ewble earnings in future periods. In
determining that realizing the deferred tax waseniikely than not, the Corporation gave consideratd a number of factors including its
recent earnings history, its expected earningkerfuture, appropriate tax planning strategiesexmiration dates associated with operating
carry forwards.

The provision for income taxes differs from thatguted at the federal statutory corporate taxaatfllows:
Year Ended December 31,

2011 2010
(In Thousands)

Income before income tax exper $ 11874 $ 3,29(
Tax expense at statutory federal rate of 34% agpptiencome before income tax expel $ 4,037 $ 1,11¢
State income tax, net of federal eff 923 197
Tax-exempt security and loan income, net of TEFRA adjesits (312) (122)
Goodwill impairment — 914
Change in valuation allowan (1,249 3
Bank-owned life insuranc (230) (225)
Interest on prior uncertain tax positic — 16¢
Enactment of combined reportil — —
Other 27¢ 30C
Total income tax expen: $ 344¢ $ 2,34¢
Effective tax rate 29.05% 71.4%

Like many financial institutions located in Wiscams=BB established a Nevada subsidiary for theppse of investing and managing the
Bank’s investment portfolio and purchasing a poridd FBB'’s loans. FBCC established a Nevada sudsidor the purpose of purchasing
FBCC's loans. The Nevada investment subsidiaries imald and manage these assets. The investmentlisules have not filed returns with,
or paid income or franchise taxes to the State sc@hsin. The Wisconsin Department of Revenue‘flepartment”) implemented a program
to audit Wisconsin financial institutions which fioed investment subsidiaries located outside of @isin, and the Department has generally
indicated that it intends to assess income or frsectaxes on the income of the out-of-state imaest subsidiaries of Wisconsin financial
institutions. Prior to the formation of the invesit subsidiaries, FBB sought and obtained privetted rulings from the Department regarding
the non-taxability of the investment subsidiarieshie State of Wisconsin. FBB believes that it cetpwith Wisconsin law and the private
rulings received from the Department. In April 201HHe Department issued an assessment to FBB aB€FB June 2011, FBB, FBCC and
the Department entered into a settlement agreertienterms of which are subject to confidentiatitguses. However, the settlement of this
matter with the Department did not result in ailigbmaterially different than that which had bepreviously accrued in the consolidated
results and financial position.
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A summary of all of the Corporation’s uncertain fositions are as follows:

Year Ended December 31

2011 2010
(In Thousands)

Unrecognized tax benefits at beginning of y $ 243 $ 2,42¢
Additions based on tax positions related to curyestr 13 4
Reductions for tax positions related to current 9 @)
Additions for tax positions of prior yea 4 8
Reductions for tax positions of prior ye: — (D)
Settlement: (2,41%) —
Unrecognized tax benefits at end of y $ 23 % 2,43

As of December 31, 2011, the only tax year openterState of Wisconsin tax was 2010. Federal é&axs/that remain open are 2007 through
2010. As of December 31, 2011, there were no ugrdzed tax benefits that are expected to signifigancrease or decrease within the next
twelve months.

Note 16 — Derivative Financial Instruments

The Corporation offers interest rate swap proddiretly to qualified commercial borrowers. The Garation economically hedges client
derivative transactions by entering into offsettintgrest rate swap contracts executed with a fhartly. Derivative transactions executed as
part of this program are not designated as acaogitiiedge relationships and are markedatorket through earnings each period. The deriv.
contracts have mirror-image terms, which resulthépositions’ changes in fair value primarilysgffting through earnings each period. The
credit risk and risk of noperformance embedded in the fair value calculatismfferent between the dealer counterpartiestaadcommercie
borrowers which may result in a difference in thamges in the fair value of the mirror image swdaype Corporation incorporates credit
valuation adjustments to appropriately reflect htglown nonperformance risk and the counterpariglsin the fair value measurements.
When evaluating the fair value of its derivativentracts for the effects of non-performance anditrezk, the Corporation considered the
impact of netting and any applicable credit enhama@s such as collateral postings, thresholds aathgtees.

At December 31, 2011, the aggregate amortizingonativalue of interest rate swaps with various cemuial borrowers was approximately
$53.7 million. The Corporation receives fixed raaesl pays floating rates based upon LIBOR on thepswith commercial borrowers. The
aggregate amortizing notional value of interest sataps with dealer counterparties was also appairly $53.7 million. The Corporation
pays fixed rates and receives floating rates baped LIBOR on the swaps with dealer counterpariiéese interest rate swaps mature in
August 2013 through October 2021. The commerciaidveer swaps were reported on the Corporation’arzd sheet as a derivative asset of
$3.4 million and $2.8 million, included in othersass as of December 31, 2011 and 2010, respectDebler counterparty swaps were repa
on the Corporation’s balance sheet as a net demviability of $3.4 million and $2.8 million due master netting and settlement contracts
with dealer counterparties and is included in ottadilities as of December 31, 2011 and 2010, eetpely.
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The table below provides information about the fmreand fair value of the Corporation’s derivatimstruments as of December 31, 2011 and
2010.

Interest Rate Swap Contracts

Asset Derivatives Liability Derivatives
Balance Shee Balance Shee
Location Fair Value Location Fair Value

(In Thousands)

Derivatives not designated as hedging instrumen
December 31, 201 Other asse $ 3,43¢  Other liabilities $ 3,43¢
December 31, 201 Other asse $ 2,841 Other liabilities $ 2,841

No derivative instruments held by the Corporationthe year ended December 31, 2011 and 2010 westdered hedging instruments. .
changes in the fair value of these instrumentsererded in other non-interest income. Given theanimage terms of the outstanding
derivative portfolio, the change in the fair vafoe the year ended December 31, 2011 and 2010 daetimpact to the consolidated income
statement.

Note 17 — Commitments and Contingencies

The Banks are party to financial instruments witthb@alance sheet risk in the normal course of bessrto meet the financing needs of clients.
These financial instruments include commitmentsxiend credit and standby letters of credit andlwe, to varying degrees, elements of
credit and interest rate risk in excess of the antwrecognized in the consolidated financial stat@s The contract amounts reflect the extent
of involvement the Banks have in these particulasses of financial instruments.

In the event of non-performance, the Banks’ expesoicredit loss for commitments to extend credd standby letters of credit is represented
by the contractual amount of these instruments.Bdrgks use the same credit policies in making camerits and conditional obligations as
they do for instruments reflected in the consobddinancial statements. An accrual for creditésssn financial instruments with off-balance
sheet risk would be recorded separate from anyatialu account related to any such recognized fiahimstrument. As of December 31, 2011
and 2010, there were no accrued credit lossesnandial instruments with off-balance sheet risk.

Financial instruments whose contract amounts repigsotential credit risk at December 31, 2011 2010, respectively, are as follows:
At December 31,

2011 2010
(In Thousands)

Commitments to extend credit, primarily commertians $ 204,84 $ 230,61
Standby letters of crec 7,441 6,79:

Commitments to extend credit are agreements totteadclient as long as there is no violation of eandition in the contract. Commitments
generally have fixed expiration dates or other teation clauses and may have a fixed interestaaterate which varies with the prime rate or
other market indices and may require payment eea$ince some commitments expire without being/dmapon, the total commitment
amounts do not necessarily represent future cagliresnents of the Banks. The Banks evaluate thditererthiness of each client on a case-by-
case basis and generally extend credit only orared basis. Collateral obtained varies but comgistnarily of accounts receivable, inventc
equipment, securities, life insurance or incomedpoing commercial properties. There is generallynaoket for commercial loan
commitments, the fair value of which would approatmthe present value of any fees expected todeével as a result of the commitment.
These are not considered to be material to thediahstatements.

91



Table of Contents

Standby letters of credit are conditional commitisessued by the Banks to guarantee the performafre@elient to a third party. Standby
letters of credit, collateralized by accounts reable, inventory, and incomgoducing commercial properties, expire primarilghin one yeat
The credit risk involved in issuing letters of citdd essentially the same as that involved in ratiteg loan facilities to clients. The fair value of
standby letters of credit is recorded as a ligbilihen the standby letter of credit is issued. fHievalue has been estimated to approximate the
fees received by the Banks for issuance. The feeseaorded into income and the fair value of thargntee is decreased ratably over the term
of the standby letter of credit.

Management has estimated that there is no probzddeexpected from the funding of loan commitmenmtstandby letters of credit at
December 31, 2011.

In the normal course of business, various legatgedings involving the Corporation are pending. 8mment, based upon advice from legal
counsel, does not anticipate any significant losses result of these actions. Management beliatsny liability arising from any such
proceedings currently existing or threatened woll mave a material adverse effect on the Corporatifinancial position, results of operations,
and cash flows.

Note 18 — Fair Value

The Corporation determines the fair market valfatsdinancial instruments based on the fair vatigrarchy established in ASC Topic 820,
which requires an entity to maximize the use ofeotable inputs and minimize the use of unobserviplets when measuring fair value. Fair
value is defined as the price that would be reckimean orderly transaction that is not a forcediliation or distressed sale at the measuremen
date and is based on exit prices vs. entry prieais.value includes assumptions about risk suatoaperformance risk in liability fair values

and is a market-based measurement, not an engtjifgpmeasurement. The standard describes thveéslef inputs that may be used to
measure fair value.

Level 1—Level 1 inputs are unadjusted quoted prices irvactiarkets for identical assets or liabilities ttheg Corporation has the abil
to access at the measurement date.

Level 2— Level 2 inputs are inputs other than quoted prioeluded with Level 1 that are observable fordhset or liability either
directly or indirectly, such as quoted prices fionitar assets or liabilities; quoted prices in metekthat are not active; or other inputs that
are observable or can be corroborated by observadiket data for substantially the full term of #ssets or liabilities.

Level 3-Level 3 inputs are inputs that are supported g Idr no market activity and that are significemthe fair value of the assets or
liabilities.
In instances where the determination of the fain@aneasurement is based on inputs from diffeargls of the fair value hierarchy, the level
in the fair value hierarchy within which the entfegr value measurement falls is based on the lolegs! input that is significant to the fair

value measurement in its entirety. The Corporasi@ssessment of the significance of a particufautito the fair value measurement in its
entirety requires judgment, and considers factpegific to the asset or liability.
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Assets and liabilities measured at fair value oecairring basis, segregated by fair value hieratetgl, are summarized below:

Fair Value Measurements Using
December 31, 201 Level 1 Level 2 Level 3 Total
(In Thousands)

Assets:

Municipal obligations $ — % 2,831 % — 8 2,831
Collateralized mortgage obligatio— government agencit — 165,40: — 165,40:
Collateralized mortgage obligatio— government sponsored enterpri — 2,15¢ — 2,15¢
Interest rate sway — 3,43¢ — 3,43¢
Liabilities:

Interest rate sway $ — 3 343¢ % — 3,43¢

Fair Value Measurements Using
December 31, 201! Level 1 Level 2 Level 3 Total
(In Thousands)

Assets:

Collateralized mortgage obligatio— government agencie $ — $ 152,;77¢ $ — $ 152,77t
Collateralized mortgage obligatio— government sponsored enterpri — 603 — 603
Interest rate sway — 2,841 — 2,841
Liabilities:

Interest rate sway $ — 3 2,841 % — 3 2,841

There were no transfers in or out of Level 1, 23 aluring the years ended December 31, 2011 or.2010

Certain non-financial assets subject to measureatdair value on a non-recurring basis includeddyaill, intangible assets and foreclosed
properties. Assets and liabilities measured atfaine on a nonrecurring basis, segregated by&hire hierarchy are summarized below:

Total
Balance at Fair Value Measurements Using Gains
December 31, 201 Level 1 Level 2 Level 3 (Losses)
(In Thousands)
Impaired loan: $ 12,787 $ —  $ 12,78 $ — % —
Foreclosed propertie 2,23¢ 13¢€ 1,98¢ 10¢ (621)
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Total
Balance at Fair Value Measurements Using Gains
December 31, 201 Level 1 Level 2 Level 3 (Losses)
(In Thousands)
Impaired loan $ 22,24. % — $ 18,11: $ 4,12¢ % =
Foreclosed propertie 1,75C — 1,66( 90 (326)
Goodwill — — — — (2,689

Impaired loans that are collateral dependent weittew down to their fair value of $12.8 million@&§22.2 million through the establishmen
specific reserves or by recording charge-offs wihencarrying value exceeded the fair value at Déezr1, 2011 and 2010, respectively.
Valuation techniques consistent with the marketaggh, income approach, and/or cost approach vesr@ to measure fair value and prima
included observable inputs for the individual immpdiloans being evaluated such as recent salésitdrsassets or observable market data for
operational or carrying costs. In cases where gymlts were unobservable or significant adjustmemtsich data were necessary to adjust to
the current period, the loan balance is reflectédimlLevel 3 of the hierarchy.

In June 2010, the Corporation determined that gdbdfithe reporting unit was fully impaired as &dfine 30, 2010 and recorded impairment in
the amount of $2.7 million.

Foreclosed properties, upon initial recognitiore, @measured and reported at fair value throudtaegeeoff to the allowance for loan and lee
losses based upon the fair value of the foreclpseperty. The fair value of a foreclosed propeutyon initial recognition, is estimated using
Level 2 inputs based on observable market dat&aly an appraisal, or Level 3 inputs based upssuenptions specific to the individual
property or equipment. Subsequent impairments refcfosed properties and repossessed assets arge@¢o loss on foreclosed properties.
During the year ended December 31, 2011, approgim&B.2 million of outstanding loans were transddrto foreclosed properties as the
Corporation claimed title to the respective asdetsing the year ended December 31, 2011, the Catipa completed an evaluation of certain
of its foreclosed assets. Based upon the evaluatidrthe results of the impairment calculation reegnized impairment losses of
approximately $621,000 on foreclosed propertieg dttivity of the Corporation’s foreclosed propestis summarized as follows:

As of and for the year endec
December 31

2011 2010
(In Thousands)
Balance at the beginning of the per $ 1,75C % 1,671
Transfer of loans to foreclosed properties, at loe@fecost or fair valu 3,11¢ 1,84
Impairment adjustmen’ (621) (326)
Proceeds from sale of propert (2,219 (1,557
Gain on sale of properti¢ 201 12C
Balance at the end of the peri $ 2,23 $ 1,75(
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Fair Value of Financial Instruments

The Corporation is required to disclose estimagédvialues for its financial instruments. Fair \@kstimates, methods, and assumptions are se
forth below:

December 31, 2011 December 31, 2010
Carrying Carrying
Amount Fair Value Amount Fair Value

(In Thousands)

Financial assets:

Cash and cash equivale $ 130,09 $ 130,090 $ 50,81¢ $ 50,81¢
Securities availab-for-sale 170,38t 170,38t 153,37¢ 153,37¢
Loans and lease receivables, 836,68" 840,55: 860,93! 852,79(
Federal Home Loan Bank sto 2,367 2,367 2,367 2,367
Cash surrender value of life insuratr 17,66( 17,66( 16,95( 16,95(
Accrued interest receivab 3,52¢ 3,52¢ 3,40¢ 3,40¢
Interest rate sway 3,43¢ 3,43¢ 2,841 2,841
Financial liabilities:

Deposits $ 1,051,331, $ 1,068,84 $ 988,29¢ $ 998,71
Federal Home Loan Bank and other borrowi 40,29: 40,89¢ 41,50« 41,567
Junior subordinated not 10,31t 6,917 10,31¢ 7,224
Accrued interest payab 2,62t 2,62t 3,64: 3,64:
Interest rate sway 3,43¢ 3,434 2,841 2,841
Off balance sheet item

Standby letters of crec 81 81 41 41
Commitments to extend cret — & — &

* Not meaningfu

Disclosure of fair value information about finarléigstruments, for which it is practicable to estitm that value, is required whether or not
recognized in the consolidated balance sheetadaswhere quoted market prices are not availiitejalues are based on estimates using
present value or other valuation techniques. Thageniques are significantly affected by the asdionp used, including the discount rate and
estimates of future cash flows. In that regard,diwved fair value estimates cannot be substatiay comparison to independent markets

in many cases, could not be realized in immedietidesnent of the instruments. Certain financiatimsients and all non-financial instruments
are excluded from the disclosure requirements. Atingly, the aggregate fair value amounts presedtedot necessarily represent the
underlying value of the Corporation.

The carrying amounts reported for cash and casivaquts, interest bearing deposits, accrued inteszeivable and accrued interest payable
approximate fair value because of their short-teature and because they do not present unantidipagelit concerns.

Securities: The fair value measurements of investment secsirétie determined by a third party pricing serviteclw considers observable d
that may include dealer quotes, market spreadh,fasgs, the U.S. Treasury yield curve, trade exiecudata, market consensus prepayment
speeds, credit information and the securities’ seamd conditions, among other things. To validagefair value estimates, assumptions, and
controls of the third party pricing service, ther@aration evaluates magnitude of changes in pocdsck of change of prices between periods
in comparison to movement in interest rates. Unlugems are challenged with the independent prigexyice. Further action may be taken to
satisfy managemerst’expectations by independently pricing securitiasa third party brokers. While none of these searare solely indicati
of fair value, they serve as directional indicatmsthe appropriateness of the Corporation’sV¥alue estimates
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Loans and LeasesThe fair value estimation process for the loanfptict uses an exit price concept and reflects dist®the Corporation
believes are consistent with liquidity discountshia market place. Fair values are estimated fafgims of loans with similar financial
characteristics. The fair value of performing aonamerforming loans is calculated by discountingesithed and expected cash flows through
the estimated maturity using estimated market rhtsreflect the credit and interest rate riskeir@mt in the portfolio of loans and then apph
a discount factor based upon the embedded crsHibfithe loan and the fair value of collaterallsew nonperforming loans when the loan is
collateral dependent. The estimate of maturityeisdal on the Banks’ historical experience with repants for each loan classification,
modified, as required, by an estimate of the efféaurrent economic and lending conditions.

Federal Home Loan Bank StockThe carrying amount of FHLB stock equals its failue because the shares may be redeemed by the FHLE
at their carrying amount of $100 per share amount.

Cash Surrender Value of Life Insurance:The carrying amount of the cash surrender valldeoinsurance approximates its fair value as the
carrying value represents the current settlemeuaim

Deposits:The fair value of deposits with no stated matusstych as demand deposits and money market acc@iatpjal to the amount
payable on demand. The fair value of time depdsitesed on the discounted value of contractudl flaw's. The discount rate is estimated
using the rates currently offered for depositsiwiilar remaining maturities. The fair value estiemtlo not include the intangible value that
results from the funding provided by deposit lidlds compared to borrowing funds in the market.

Borrowed Funds: Market rates currently available to the Corporatima Banks for debt with similar terms and remajnimaturities are used
to estimate fair value of existing debt.

Financial Instruments with Off-Balance Sheet RisksThe fair value of the Corporation’s off-balance eth@struments is based on quoted
market prices and fees currently charged to entersimilar agreements, taking into account theaiaing terms of the agreements and the
credit standing of the related counter party.

Commitments to extend credit and standby lettexsedit are generally not marketable. Furthermiotterest rates on any amounts drawn u
such commitments would generally be establishedaaket rates at the time of the draw. Fair valueld@rincipally derive from the present
value of fees received for those products.

Interest Rate Swaps:The carrying amount and fair value of existing dative financial instruments are based upon indépetvaluation
models, which use widely accepted valuation tealesgincluding discounted cash flow analysis orettigected cash flows of each derivative
contract. This analysis reflects the contractuahgeof the derivatives, including the period to umdy, and uses observable market-based
inputs, including interest rate curves and implietitilities. The Corporation incorporates credituation adjustments to appropriately reflect
both its own nonperformance risk and the respectiusterparty’s nonperformance risk in the faineaimeasurements. In adjusting the fair
value of its derivative contracts for the effechohperformance risk, the Corporation has consitfre impact of netting and any applicable
credit enhancements, such as collateral postihgssholds, mutual puts and guarantees.

Limitations: Fair value estimates are made at a discrete potithie, based on relevant market information afiarimation about the financial
instrument. These estimates do not reflect any pr@anor discount that could result from offering &ale at one time the Corporation’s entire
holding of a particular financial instrument. Besawmno market exists for a significant portion & @orporation’s financial instruments, fair
value estimates are based on judgments regardingefaxpected loss experience, current economiditons, risk characteristics of various
financial instruments, and other factors. Thesenedes are subjective in nature and involve ungeits and matters of significant judgment
and, therefore, cannot be determined with precisidranges in assumptions could significantly affeetestimates.

Fair value estimates are based on existing balsimeet financial instruments without attemptinggtireate the value of anticipated future
business and the value of assets and liabilitizsate not considered financial instruments. Intaad the tax ramifications related to the
realization of the unrealized gains and lossesheare a significant effect on fair value estimated have not been considered in the estimates.

96



Table of Contents

Note 19 — Condensed Parent Only Financial Informatin
The following represents the condensed financfarimation of the Parent Company:

Condensed Balance Sheets

Assets

Cash and cash equivalel

Investments in subsidiaries, at eqt
Leasehold improvements and equipment,
Other asset

Total asset

Liabilities and Stockholders’ Equity
Borrowed funds
Other liabilities

Total liabilities
Stockholder equity

Total liabilities and stockholde’ equity

Condensed Statements of Income

Interest incom
Interest expens
Net interest expens

Non-interest incom
Consulting and rental income from consolidated slidses
Other

Total nor-interest incomt
Non-interest expens

Loss before income tax benefit and equity in umitisted net income of consolidated subsidia
Income tax benef

Loss before equity in undistributed net incomeafsolidated subsidiari¢
Equity in undistributed net income of consolidasedbsidiaries

Net income
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At December 31,

2011

2010

(In Thousands)

$ 71€ % 30¢€
115,37: 104,86:

38¢€ 48C

1,98¢ 94C

$ 118,46¢ $ 106,58¢
$ 50,128 $ 49,32
4,12 1,92¢
54,25: 51,25«
64,21/ 55,33¢

$ 118,46t $ 106,58¢

Year Ended December 31

2011

2010

(In Thousands)

$ 16 $ —
3,60( 3,28¢
(3,58/) (3,289)
8,45¢ 7,87¢
107 141
8,561 8,01«
8,60¢ 7,28¢
(3,629) (2,55¢)
(2,590 (934)
(1,039) (1,625)
9,46% 2,56¢
$  842F $ 941
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Condensed Statements of Cash Flows

Year Ended December 31

2011

2010

(In Thousands)

Operating activities

Net income $ 8,42t $ 941
Adjustments to reconcile net income to net casll is@perating activities
Equity in undistributed earnings of consolidatetsidiaries (9,467) (2,56¢€)
Shar-based compensatic 24C 18¢
Excess tax benefit from sh-based compensatic 4 —
Increase in liabilitie! 2,19¢ 59¢
Other, ne (95¢) (26)

Net cash provided by (used in) operating activi 43¢ (867)
Investing activities
Payments for investment in and advances to subisd — —

Net cash used in investing activiti — —
Financing activities
Net increase in sh¢-term borrowed fund 80C —
Purchase of treasury sto (103 (55
Excess tax benefit from shi-based compensatic 4 —
Dividends paic (729) (712)

Net cash used in financing activiti (28) (76€)
Decrease in cash and cash equival 41C (1,637
Cash and cash equivalents at beginning of 30¢ 1,941
Cash and cash equivalents at end of $ 71 $ 30¢
Note 20 — Condensed Quarterly Earnings (unaudited)

2011 2010
First Second Third Fourth First Second Third Fourth

Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter

(Dollars in Thousands, Except per share date

Interest incom $14,07C $14,17: $14,11¢ $13,85¢ $14,36¢ $13,94( $14,17¢ $14,14«
Interest expens (5,586) (5,205 (5,015 (4,950 (6,519 (6,249 (6,016 (5,89)
Net interest incom 8,48¢ 8,96¢ 9,10¢ 8,90/ 7,841 7,691 8,16( 8,25
Provision for loan losse (1,409 (1,479 (43%) (937 (1,349 (1,069 (1,959 (2,677)
Nor-interest incom 1,672 1,744 1,72¢ 1,91¢ 1,62¢ 1,68¢ 1,671 1,75¢
Nor-interest expens (6,76() (6,63¢) (6,750 (6,249 (6,544 (6,532 (6,379 (6,216
Goodwill impairment — — — — — (2,689 — —
Income before income tax 1,992 2,601 3,647 3,634 1,58¢ (914  1,49¢ 1,11¢
Income taxe: (643 (88) (1,46%) (1,250 (689) (617) (529 (520)
Net income $1,34¢ $ 251 $217¢ $2,38 $ 89¢ $(1,52F) $ 96¢ $ 59¢
Per common share da

Basic earnings per she $ 052 $ 09¢ $ 08z $ 09C $ 03t $ (060 $ 03¢ $ 0.2/
Diluted earnings per sha 0.52 0.9¢ 0.83 0.9C 0.3t (0.60) 0.3¢ 0.2¢
Dividends 0.07 0.07 0.07 0.07 0.07 0.07 0.07 0.07
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Report of Independent Registered Public Accounfimm

The Board of Directors and Stockholders
First Business Financial Services, Inc.

We have audited the accompanying consolidated balsimeets of First Business Financial Services,dnd subsidiaries (the Company) as of
December 31, 2011 and 2010, and the related cdiasetl statements of income, comprehensive inconaages in stockholders’ equity, and
cash flows for the years then ended. These comdetidinancial statements are the responsibilithefCompany’s management. Our
responsibility is to express an opinion on thesesobdated financial statements based on our audits

We conducted our audits in accordance with thedstais of the Public Company Accounting OversighamBlgUnited States). Those standards
require that we plan and perform the audit to sbteasonable assurance about whether the finestatements are free of material
misstatement. An audit includes examining, on aliasis, evidence supporting the amounts and digids in the financial statements. An a
also includes assessing the accounting principged and significant estimates made by managenentelhas evaluating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all matenéspects, the financial position of First
Business Financial Services, Inc. and subsidiasesf December 31, 2011 and 2010, and the reditheio operations and their cash flows for
the years then ended, in conformity with U.S. geltyaccepted accounting principles.

/sl KPMG LLP

Chicago, lllinois
March 9, 2012
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Item 9. Changes in and Disagreements With Accountasion Accounting and Financial Disclosure
None.

Item 9A. Controls and Procedures

Disclosure Controls and Procedures

The Corporation’s management, with the participatibthe Corporation’s Chief Executive Officer a@itlief Financial Officer, has evaluated
the Corporation’s disclosure controls and procesi{@s defined in Rules 13a-15(e) and 15d-15(e) uh@eSecurities Exchange Act of 1934).
Based upon that evaluation, the Corporation’s Chiefcutive Officer and Chief Financial Officer has@ncluded that the Corporation’s
disclosure controls and procedures were effectvef ®ecember 31, 2011.

Management’s Annual Report on Internal Control over Financial Reporting

The Corporation’s management is responsible fabdishing and maintaining adequate internal cordvelr financial reporting, as such term is
defined in Rules 13a-15(f) and 15d-15(f) under3leeurities Exchange Act of 1934, as amended. ThpdZation’s internal control over
financial reporting is a process designed to prevehsonable assurance regarding the reliabilifijnahcial reporting and the preparation of
Corporation’s financial statements for externalgmses in accordance with generally accepted adoguptinciples.

Management, under the supervision of the Chief Hee Officer and the Chief Financial Officer, assed the effectiveness of the
Corporation’s internal control over financial refiog based on criteria for effective internal cohwver financial reporting established in
“Internal Control — Integrated Framework,” issugdthe Committee of Sponsoring Organization of thealway Commission (COSO). Based
on this assessment, management has determinatieh@brporatiors internal control over financial reporting waseetfve as of December =
2011.

Under the Dodd-Frank Wall Street Reform and ConsuPnetection Act, as a non-accelerated filer, tgpGration is permanently exempted
from the requirement under Section 404(b) of theb&aes-Oxley Act of 2002 that SEC registrants gtewdn attestation report on the
effectiveness of internal controls over financigpaorting by the Corporation’s independent registgneblic accounting firm.

Changes in Internal Control over Financial Reportirng

There was no change in the Corporation’s interonatrol over financial reporting (as such term ifired in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) that occurred during thertgn ended December 31, 2011 that has materidgtad, or is reasonably likely to
materially affect, the Corporation’s internal cantover financial reporting.

Item 9B. Other Information

None.

PART III.

Item 10. Directors, Executive Officers and Corpora¢ Governance

(@) Directors of the Registrar. Information with respect to the Directors of tlegistrant, included in the definitive Proxy
Statement for the Annual Meeting of the Stockhdderbe held on May 14, 2012 under the captionsatBof Directors”
and“Section 16(a) Beneficial Ownership Reporting Coampd¥” is incorporated herein by referen

(b)  Executive Officers of the Registre. The information is presentedItem 1 of this document

()  Code of Ethic. The Corporation has adopted a code of ethicdcaiyé to all employees, including the principateutive
and principal accounting officer of the Corporatidhe FBFS Code of Ethics is posted on the Corporatwebsite at
www.firstbusiness.cor
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ltem 11. Executive Compensation

Information with respect to compensation for ouediors and officers included in the definitive Br&tatement for the Annual Meeting to be
held on May 14, 2012 included within the summargnpensation table is incorporated herein by refexenc

Item 12. Security Ownership of Certain Beneficial Qvners and Management and Related Stockholder Matter

Information with respect to security ownership eftain beneficial owners and management, includete definitive Proxy Statement for the
Annual Meeting of the Stockholders to be held oryMl4, 2012 under the captions “Principal Sharehsldend “Section 16(a) Beneficial
Ownership Reporting Compliance” is incorporatedceireby reference.

Item 13. Certain Relationships and Related Transa@ins, and Director Independence

Information with respect to certain relationshipsl aelated transactions included in the definitirexy Statement for the Annual Meeting of
the Stockholders to be held on May 14, 2012 unuercaption “Related Party Transactions” is incoaped herein by reference.

Item 14. Principal Accountant Fees and Services

Information with respect to principal accounting$eand services included in the definitive Proxat&tent for the Annual Meeting of the
Stockholders to be held on May 14, 2012 under #mian “Independent Registered Public AccountingnFiis incorporated herein by
reference.

PART IV.
Iltem 15. Exhibits, Financial Statements Schedules

The consolidated financial statements listed oriidex included under ftem 7 — Financial Statements and Supplementary Dat’ are filed
as a part of this Form 10-K. All financial staterhschedules have been included in the consolidatadcial statements or are either not
applicable or not significant.

Exhibits . See Exhibit Index.
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Signatures

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the regigthas duly caused this report to be

signed on its behalf by the undersigned, therednlp authorized.

March 9, 2012

March 9, 2012

March 9, 201:

March 9, 201z

March 9, 201z

March 9, 201z

March 9, 201z

March 9, 201:

March 9, 201z

March 9, 201z

March 9, 201:

March 9, 201z

FIRST BUSINESS FINANCIAL SERVICES, INC.
/sl Corey A. Chambas

Corey A. Chamba
Chief Executive Office

/s/ James F. Ropella

James F. Ropell
Chief Financial Office

/s/ Shauna M. Gnors|

Shauna M. Gnorsl
Chief Accounting Office

[s/ Jerome J. Smil

Jerome J. Smit
Chairman of the Board of Directa

/s/ Mark D. Bughe

Mark D. Bughel
Director

/s/ Jan A. Edd

Jan A. Eddy
Director

/s/ John J. Harri

John J. Harri:
Director

/s/ Gerald L. Kilcoyne

Gerald L. Kilcoyne
Director

/s/ John M. Silset|

John M. Silsett
Director

/s/ Barbara H. Stephel

Barbara H. Stepher
Director

/s/ Dean W. Voek

Dean W. Voek
Director

s/ Gary E. Zimmerma

Gary E. Zimmerma
Director
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Exhibit No.
3.1

3.2

4.1

4.2

10.1

10.z

10.:

10.4

10.t

10.€

10.7

10.€

10.€

21

23
31.1
31.z

32
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Exhibit Name

Amended and Restated Articles of Incorporationic§tBusiness Financial Services, Inc., as amelitedrporated b
reference to Exhibit 3.1 to the Annual Report omnrd(-K filed on March 12, 201C

Amended and Restated Bylaws of First Business Eiah8ervices, Inc., as amended (incorporated f®reace to Exhibi
3.1 to the current report on Forr-K filed on January 31, 2012

Pursuant to Item 601(b)(4)(iii) of Regulation SiKe Registrant agrees to furnish to the Secur@iesExchange
Commission, upon request, any instrument defirliggrights of holders of long-term debt not beingjstered that is not
filed as an exhibit to this Annual Report on FortrKL No such instrument authorizes securities icess of 10% of the
total assets of the Registra

Rights Agreement, dated as of June 5, 2008, bettiweeRegistrant and Computershare Investor Services
(incorporated by reference to Exhibit 4.1 to thgReation Statement on Form 8-A of the Registrdated as of June 6,
2008)

1993 Incentive Stock Option Plan (incorporated dfgrence to the Registration Statement on F¢-8 filed
September 28, 2001

2001 Equity Incentive Plan (incorporated by refeeeto Exhibit 10.1 to the Amended Registration Stetnt on Form 1
filed April 28, 2005)

Form of Stock Option Agreement (incorporated brefice to Exhibit 10.2 to the Amended Registrafitatement ol
Form 10 filed April 28, 2005

2006 Equity Incentive Plan (incorporated by refeeseto Appendix B to the Company’s Proxy Statementtie 2006
Annual Meeting of Shareholders filed on March 310&)

Form of Restricted Stock Agreement (incorporateddigrence to Exhibit 4.4 to the Registration Stegat on Form S-8
filed September 28, 200!

Restated Employment Agreement dated December D5, R&tween the Registrant and Jerome J. Smithrfincated by
reference to Exhibit 10.1 to the current reporfonm ¢-K filed on December 16, 200

Employment and Repayment Agreement between FirsinBss Capital Corp. and Charles H. Batson, dasmber 14
2005 (previously filed as Exhibits 10.1 and 10.8 arcorporated by reference to Exhibits 10.1 an@ 1@the current
report on Form 8-K filed on December 20, 2005)

Form of Executive Change-in-Control and Severangeeément (incorporated by reference to the cunegdrt on Form
8-K filed on February 10, 200¢

Restated Employment Agreement dated November B B8fween the Registrant and Corey A. Chambasr(iocated b
reference to Exhibit 10.1 to the current reporfFonm ¢-K filed on November 13, 200¢

Annual Incentive Bonus Program (incorporated bgnmefice to Exhibit 10.1 to the current report omi8¢K filed on
January 27, 2011

Subsidiaries of the Registrant (incorporated bgnegice to Exhibit 21 to the Amended Registratiatiedhent on Form 1
filed April 28, 2005)

Consent of KPMG LLF
Certification of the Chief Executive Offici
Certification of the Senior Vice President and CRimancial Officer

Certification of the Chief Executive Officer andriia@ Vice President and Chief Financial Officer quant to 18 U.S.C.
Section 135(

Proxy Statement for the Annual Meeting of the Stadélers (to be filed with the SEC under Regulatidé within 120
days after December 31, 2011; except to the esfatifically incorporated by reference, the Proigt@nent for the
Annual Meeting of the Stockholders shall not bendee to be filed with the SEC as part of this Anriraport on Form
10-K)
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Exhibit No. Exhibit Name

101

The following financial information from First Buséss Financial Services, I's Quarterly Report on Form -K for the
year ended December 31, 2011, formatted in XBRLtgaXible Business Reporting Language): (i) Constéid Balanc:
Sheets as of December 31, 2011 and December 3Q, @) Lonsolidated Statements of Income for tearyended
December 31, and 2010, (iii) Consolidated StatemehChanges in Stockholders’ Equity and Compreilreriacome for
the year ended December 31, 2011 and 2010, (ivi&iolated Statements of Cash Flows for the yeae@ifbecember 3.
2011 and 2010, and (v) the Notes to Unaudited Qmfaed Financial Statements tagged as blocksxbfte

Pursuant to Rule 406T of Regulation S-T, theseractive data files are deemed not filed as gaatregistration statement or prospectus
for purposes of Sections 11 or 12 of the Securhigtsof 1933 or Section 18 of the Securities ExaeAct of 1934 and otherwise are not
subject to liability.

Submitted electronically with this Annual Repc
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Exhibit 23
Consent of Independent Registered Pubic Accountingirm

The Board of Directors
First Business Financial Services, Inc.:

We consent to the incorporation by reference inréggstration statements (No. 333-129059, No. 338384 and No. 333-137635) on Forn8S-
of First Business Financial Services, Inc. and slidises of our report dated March 9, 2012, witepect to the consolidated balance shee
First Business Financial Services, Inc. and suas&l as of December 31, 2011 and 2010, and theedetonsolidated statements of incc
comprehensive income, changes in stockholdegsiity, and cash flows for the years then endedctwteport appears in the Decembel
2011, annual report on Form 10-K of First Businesgncial Services, Inc.

/s KPMG LLP

Chicago, lllinois
March 9, 2012



Exhibit 31.1
Certifications

I, Corey A. Chambas, Chief Executive Officer offiBusiness Financial Services, Inc., certify that:

1.
2.

I have reviewed this Annual Report on Forn-K of First Business Financial Services, Ir

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgit&te a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

Based on my knowledge, the financial statement$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this
report;

The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduregused such disclosure controls and procedutes tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifg prepared

b. Designed such internal control over financial réjpgr or caused such internal control over finah@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataroece with generally accepted accounting princjj

C. Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantbis report our conclusior
about the effectiveness of the disclosure containtbprocedures, as of the end of the period coveydhis report based on
such evaluation; an

d. Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registra’s internal control over financial reporting; &

The registrar's other certifying officer and | have disclosedsdmon our most recent evaluation of internal @miver financia
reporting, to the registre’s auditors and the audit committee of the regi¢’'s board of directors

a. All significant deficiencies and material weakses in the design or operation of internal corvelr financial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; anc

b. Any fraud, whether or not material, that involvearmmagement or other employees who have a significdain the
registran’s internal control over financial reportir

/sl Corey A. Chambe
Corey A. Chamba
Chief Executive Office
March 9, 201




Exhibit 31.2
Certifications

I, James F. Ropella, Chief Financial Officer ofsEiBusiness Financial Services, Inc., certify that:

1.
2.

I have reviewed this Annual Report on Forn-K of First Business Financial Services, Ir

Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgit&te a material fact necess
to make the statements made, in light of the cistances under which such statements were madmisleading with respect to
the period covered by this repc

Based on my knowledge, the financial statement$ aéimer financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this
report;

The registrar's other certifying officer and | are responsibledetablishing and maintaining disclosure contanld procedures (i
defined in Exchange Act Rules 13a-15(e) and 15&))3(nd internal control over financial reportirag @defined in Exchange Act
Rules 13-15(f) and 15-15(f)) for the registrant and hav

a. Designed such disclosure controls and proceduregused such disclosure controls and procedutes tiesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifg prepared

b. Designed such internal control over financial réjpgr or caused such internal control over finah@gorting to be designe
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataroece with generally accepted accounting princjj

C. Evaluated the effectiveness of the regis’s disclosure controls and procedures and preséantbis report our conclusior
about the effectiveness of the disclosure containtbprocedures, as of the end of the period coveydhis report based on
such evaluation; an

d. Disclosed in this report any change in the tegig’s internal control over financial reportirftat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an aimaport) that has materially
affected, or is reasonably likely to materiallyeaff, the registra’s internal control over financial reporting; &

The registrar's other certifying officer and | have disclosedsdmon our most recent evaluation of internal @miver financia
reporting, to the registre’s auditors and the audit committee of the regi¢’'s board of directors

a. All significant deficiencies and material weakses in the design or operation of internal corvelr financial reporting
which are reasonably likely to adversely affectribgistrant’s ability to record, process, summaaad report financial
information; anc

b. Any fraud, whether or not material, that involvearmmagement or other employees who have a significdain the
registran’s internal control over financial reportir

/sl James F. Ropel
James F. Ropell
Chief Financial Office
March 9, 201




Exhibit 32
Certification of the Chief Executive Officer and the Chief Financial Officer Pursuant to 18 U.S.C. Sdion 1350

Solely for the purposes of complying with 18 U.SSection 1350, as adopted pursuant to Section B0 Garbanes-Oxley Act of 2002, we
the undersigned Chief Executive Officer and SeWNioe President and Chief Financial Officer of FiBatsiness Financial Services, Inc., a
Wisconsin Corporation, hereby certify, based onkmawledge that the Annual Report on Form 10-Khaf €orporation for the year ended
December 31, 2011 (the “Report”) fully compliesinihe requirements of Section 13(a) of the Seesrdind Exchange Act of 1934 and that
information contained in the Report fairly presemsall material respects, the financial conditeond results of operations of the Corporation.

/s/ Corey A. Chambe
Corey A. Chamba
Chief Executive Office
March 9, 201

/sl James F. Ropel
James F. Ropell
Chief Financial Office
March 9, 201




