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PART L.

Iltem 1. Business

BUSINESS
General

First Business Financial Services, Inc. (togethigh @dl of its subsidiaries, collectively referremlas “Corporation,” “FBFS,” “we,”
“us,” or “our”) is a registered bank holding company originallyoiporated in 1986 under the laws of the State cfddfisin and engaged in-
commercial banking business through our three whmlNned bank subsidiaries, First Business Bank BFBheadquartered in Madison,
Wisconsin, First Business Bank-Milwaukee (“FBB-Madukee”) headquartered in Brookfield, Wisconsin, attdrra Bank (“Alterra”),
headquartered in Leawood, Kansas (together with &BBFBB-Milwaukee, collectively referred to as tBanks”). All of our operations are
conducted through the Banks and certain subsidiafi&BB. The Banks operate as business banksifaraa delivering a full line of
commercial banking products, including commeraalis and commercial real estate loans, and senaiteed to meet the specific needs of
small- and medium-sized businesses, business oymarsutives, professionals and high net worthviddials. The Banks generally target
businesses with annual sales between $2.0 millidr$&5.0 million. Because of their focus on businesnking, the Banks do not utilize an
extensive branch network to attract retail clieand, to supplement their business banking depasi,ithe Banks utilize wholesale funding
alternatives to fund a portion of their assetsoRBecember 31, 2014 , on a consolidated basi$adeotal assets of $1.629 billion , total gros:
loans and leases of $1.282 billion , total depaxit1.438 billion and total stockholders’ equity$137.7 million .

Our Business Lines
Commercial Lending

We strive to meet the specific commercial-lendiegas of small- to medium-sized companies in ogetamarket areas of Wisconsin,
Kansas and Missouri, primarily through lines ofditéor working capital needs and term loans toihesses with annual sales between
$2.0 million and $75.0 million. Through FBB, we lesa strong presence in Madison and its surrouratiegs. In 2000, we opened FBB-
Milwaukee to take advantage of the strong commeEkbeise located in Milwaukee and the surroundingroomities. In 2006, FBB opened a
loan production office in Appleton to take advamta the strong commercial environment in North&sstconsin. Since then, FBB opened
additional loan production offices in Oshkosh aréé&h Bay. In 2014, FBB-Milwaukee opened a loan petidn office in Kenosha, further
expanding in the southeastern area of Wisconsso &l 2014, we acquired Aslin Group, Inc. and @slbsubsidiary Alterra to add an
established business focused team serving siniled $usinesses in the Kansas City metropolitaa, ar@ew geographic region for us.

Our commercial loans are typically secured by uaitypes of business assets, including inventeggivables and equipment. We
also originate loans secured by commercial reatesincluding non-residential owner-occupied comuia¢ facilities, multi-family housing,
office buildings, retail centers, and, to a lessdent, commercial real estate construction lobmgery limited cases, we may originate loans
an unsecured basis. As of December 31, 2014 ,amumercial real estate and commercial loans, exctudsset-based lending and equipment
financing, represented approximately 81.2% of otaltgross loans and leases receivable.

Asset-Based Financing

First Business Capital Corp. (“FBCC”), a wholly-osthsubsidiary of FBB, is focused on asset-basetiigrto small- to medium-
sized companies. With its sales offices locateskweral states, FBCC does not limit itself to cantithg business in Wisconsin.

FBCC primarily provides revolving lines of creditdaiterm loans for financial and strategic acquisii (e.g., leveraged or manager
buyouts), capital expenditures, working capitasagport rapid growth, bank debt refinancing, debtructuring, corporate turnaround
strategies and debtor-in-possession financingarctiurse of bankruptcy proceedings or the exiefinem. As a bank-owned, asd®sed lende
with strong underwriting standards, FBCC is posiid to provide cost-effective financing solutioocbmpanies with annual sales between
$2.0 million and $75.0 million who do not have #sablished stable cash flows necessary to gualifiraditional commercial lending
products. Asset-based lending generally has higleéds than traditional commercial lending. Thisdiof business complements our traditiona
commercial loan portfolio and provides us with mdieerse income opportunities. As of December 3142, our asset-based lending busines
line represented 12.8% of our total gross loansleasks receivable.
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First Business Factors (“FBF"), a division of FBGQ&ovides funding to clients by purchasing accouatgivable from them on a full
recourse basis and advances up to 85% of the madhaceivable. FBF provides competitive ratediémts starting up, seeking growth and
needing cash flow support, or who are experienfiiracial issues. Factored receivable arrangentgpisally have contracts of one to two
years. Similar to ass-based lending, factoring generally has higherge¢han traditional commercial lending, and comgets our traditional
commercial portfolio. The purchase of the accouetgivable on a full recourse basis mitigates ik We believe purchasing accounts
receivable from our clients on a full recourse désia complimentary line of business to our otredit granting lines of business, and we
believe we will continue to grow this business linghe future. FBF is headquartered in Chicadmdis and primarily focuses on businesse
the Midwest. As of December 31, 2014 , our factaemgivable financing business line representesitiean 1% of our total gross loans and
leases receivable.

Equipment Financing

First Business Equipment Finance, LLC (“FBEF"), holly-owned subsidiary of FBB, delivers a broadgamf equipment finance
products, including leases and loans, to addresfrtAncing needs of commercial clients in a varadtindustries. FBEF's focus includes
manufacturing equipment, industrial assets, andtcoction and transportation equipment, in additma wide variety of other commercial
equipment. These financings generally range bet@éehmillion and $10.0 million with terms of 36 8 months. We believe that we will
continue to grow this business line primarily thghwur existing offices in Wisconsin. As of DecemBg&, 2014 , our equipment financing
business line represented approximately 4.5% ofatat gross loans and leases receivable.

Small Business Administration (SBA) Lending

Alterra is an active SBA lender and was designatedn “SBA Preferred Lender” in 2014. Since 201grfa has ranked first among
all SBA lenders in the Kansas City SBA district ma@d by loan volume according to data publishethbySBA.

The SBA guarantees loans originated by lendermadldusiness borrowers that meet its underwriginiglelines. Specific program
guidelines vary based on the SBA loan program; wewell loans must be underwritten, originatednitared and serviced according to the
SBA'’s Standard Operating Procedures. GenerallySB& provides a guaranty to the lender ranging f&f%6 to 85% of principal and interest
as an inducement to the lender to originate the.loa

The majority of the Corporation’s SBA loans aregorated using the 7(a) term loan program. This gtypically provides a
guaranty of 75% of principal and interest. In threrd of default on the loan, the bank can requestthe SBA purchase the guaranteed portiot
of the loan for an amount equal to outstandinggipia plus accrued interest. In addition, the SBil share on a pro-rata basis in costs of
collection as well as proceeds of liquidation. Teporation intends to leverage Alterra’s experéind capacity to package, underwrite,
process, service, and liquidate, if necessangBA loans throughout the Corporation’s other lomadi

SBA lending is designed to generate new businegsraymities for the Corporation by meeting the reeeficlients whose borrowing
needs cannot be met with conventional loans. Thrp@ation earns income from the note rate of irsiergenerally a variable rate, and by
gathering deposits from and providing other sevicethese clients. In addition, Alterra’s SBA stgy, which we intend to implement for the
entire Corporation, generates significant non-ggeincome from two primary sources. First, Altesedls the guaranteed portion of its SBA
loans to aggregators who securitize the assetsaferin the secondary market and receives a premiueach loan sold, resulting in the
recognition of a gain in the period of sale. Seca@xterra receives servicing income from the holdethe securitized asset. Whereas past
practices of Alterra have been to sell all guaradhitgortions of originated SBA loans, the Corporaiduture practice will include an
evaluation of each loan before designating the Bmaheld for sale.

Treasury Management Services

The Banks provide comprehensive services for corialezlients to manage their cash and liquiditgluding lockbox, accounts
receivable collection services, electronic paynsahitions, fraud protection, information reportimg¢onciliation and data integration solutic
The Banks also offer a variety of deposit accoants$ balance optimization solutions. As we contittuseek to diversify our income and
increase our non-interest income, we have focusddareasing sales of these services and have amphlahese offerings with new and
existing business clients.
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Trust and I nvestment Services

FBB, through its First Business Trust & InvestmgfEBTI") division, acts as fiduciary and investmananager for individual and
corporate clients, creating and executing assetation strategies tailored to each client’s unigjiigation. FBTI has full fiduciary powers and
offers trust, estate, financial planning and inrresit services, acting in a trustee or agent capasitvell as Employee Benefit/Retirement Plar
services. FBTI also provides brokerage and custrdy-services, for which it administers and safedsassets but does not provide
investment advice. At December 31, 2014 , FBTI $@89.7 million of assets under management and asimation.

Competition

The Banks encounter strong competition in attrgotiommercial loan, asset-based lending, factogggipment finance, SBA lending
and deposit clients as well as trust and investro@nts. Such competition includes banks, savingstutions, mortgage banking companies,
credit unions, finance companies, equipment finaeepanies, mutual funds, insurance companiesebagk firms and investment banking
firms. The Banks’ market areas include branchesewéral commercial banks that are substantialbelain terms of loans and deposits.
Furthermore, credit unions exempt from income taf@rate in the Banks’ market areas and aggreggvigle their products and services to a
large portion of the market. The Banks also compatte regional and national financial institutiomsany of which have greater liquidity,
higher lending limits, greater access to capitararestablished market recognition and more ressuand collective experience than the
Banks. We believe that the strength of our exeeutianagement team, the experience and capabilftms front-line banking professionals,
the range and quality of the products that we dffet our emphasis on building long-lasting relaghips sets us apart from our competitors.

Employees

At December 31, 2014 , we had 231 employees equtdiapproximately 215 full-time equivalent emplegeWe believe that our
relationship with our employees is good. At Decen8ie 2014 , none of our employees were represdntedunion or subject to a collective
bargaining agreement.

Our Subsidiaries
First Business Bank

FBB is a state bank chartered in 1909 under theert@imgston State Bank. In 1990, FBB relocated @k office to Madison,
Wisconsin, opened a banking facility in Univerdigsearch Park, and began focusing on providing-igtiity banking services to small- to
medium-sized businesses located in Madison, Wise@msl the surrounding area. FBB'’s business linelside commercial loans, commercial
real estate loans, equipment loans and leaseseasiity management services. FBB offers a varfetigposit accounts and personal loans to
business owners, executives, professionals andragtvorth individuals. FBB also offers trust andéstment services through First Business
Trust & Investments, a division of FBB. FBB hasetaloan production offices in the Northeast RegibWisconsin serving Appleton,
Oshkosh, and Green Bay and their surrounding areas.

FBB has four wholly-owned subsidiaries:

»  First Business Capital Corp., is an asset-baseatmercial lending company specializing in provigdiimes of credit, factored
receivable financing and term loans secured bywdsaeceivable, inventory, equipment and reatesissets, primarily to
manufacturers and wholesale distribution compaoiested throughout the country, with a concentraiiothe Midwest. FBCC
was established in 1995 and has sales offices/erakestates.

» First Business Equipment Finance, LLC is a coneciaéequipment finance company offering a fullegrof finance and leasing
options to commercial clients of which the largestcentage are currently located in Wisconsinffére new and replacement
equipment loans and leases, debt restructuringatidiation, and sale-lease-back transactions thrasgrimary banking
locations in Wisconsin.

* Rimrock Road Investment Fund, LLC (“Rimrock™prinerly known as FBB Real Estate, LLC, is a limitiadbility company
originally established for the purpose of holdimgl diquidating real estate and other assets aadjbye=BB through foreclosure
other legal proceedings. In 2014, Rimrock’s purpmas changed to reflect its qualified equity inwesit in a Madison,
Wisconsin community development project, includihg financing and ownership of a property that gates federal new market
tax credits.
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e First Madison Investment Corp. (“FMIC") is loeakin and formed under the laws of the state ofadayand was organized for
the purpose of managing a portion of FBB’s investopertfolio.

As of December 31, 2014 , FBB had total gross l@atsleases of $956.5 million , total deposits D34 billion and total
stockholders’ equity of $119.5 million .

First Business Bank-Milwaukee

FBB-Milwaukee is a state bank chartered in 200Wiaconsin. We formed FBB-Milwaukee to focus on coenaial banking in the
greater Milwaukee market area. Like FBB, FBB-Milae’s business lines include commercial loans, ceroial real estate loans and
treasury management services for similar sizediessies as those served by FBB. FBB-Milwaukee offerariety of deposit accounts and
personal loans to business owners, executivesgsianals and high net worth individuals. FBB-Milkkae also offers trust and investment
services through a trust service office agreemétht KBB. FBB-Milwaukee has one loan production oéfin Kenosha, Wisconsin and one
wholly-owned subsidiary, FBB-Milwaukee Real EstateC (“FBBMRE”"), which is a limited liability compay established for the purpose of
holding and liquidating real estate and other aszequired through foreclosure or other legal pedo®gs.

As of December 31, 2014 , FBB-Milwaukee had totakg loans of $128.3 million , total deposits 01$® million and total
stockholders’ equity of $17.7 million .

Alterra Bank

Alterra is a state bank chartered in 1847 in KanBasviously known as 1st Financial Bank, Alterraswecapitalized and rebranded a:
a business-focused bank in April 2010, at whicketeanew management team reduced legacy probleits agstored profitability and
significantly grew the loan portfolio. We acquir@tterra through the acquisition of its parent, AsGroup, Inc. on November 1, 2014 (“Alterra
Transaction”) in order to gain an immediate presdnahe Kansas City market. Like FBB and FBB-Milikae, Alterras business lines inclu
commercial loans, commercial real estate loand@adury management services for similar sizedniegses as those served by FBB and FBI
Milwaukee. Alterra offers a variety of deposit aonts and personal loans to business owners, exesyprofessionals and high net worth
individuals. Alterra also offers SBA financing aresidential mortgage loans.

As of December 31, 2014 , Alterra had total grossi$ of $197.0 million , total deposits of $213.ifliom and total stockholders’
equity of $33.4 million .

FBFS Statutory Trust 11

In September 2008 , we formed FBFS Statutory TiysTrust 11"), a Delaware business trust whollywvaed by FBFS. In 2008 ,
Trust Il completed the sale of $10.0 million of 3% fixed rate trust preferred securities. Trust lloalssued common securities in the amou
$315,000 to us. Trust Il used the proceeds fronoftfezing to purchase $10.3 million of 10.5% junsubordinated notes issued by us. FBFS
has the right to redeem the junior subordinatedsat each interest payment date on or after Septed®, 2013 . The preferred securities are
mandatorily redeemable upon the maturity of thégusubordinated notes on September 26, 2038 . FB#ership interest in Trust Il has
not been consolidated into the financial statements

Corporate Information

Our principal executive offices are located at @bftarmany Drive, Madison, Wisconsin 53719 and olepteone number is (608) 238-
8008. We maintain an Internet website at www.fiusihess.com. This Form 10-K and all of our othémds under the Securities Exchange Ac
of 1934, as amended (the “Exchange Act”), are afldl through that website, free of charge, inclgdiopies of our proxy statement, annual
reports on Form 10-K, quarterly reports on FormQ,Qzurrent reports on Form 8-K and any amendmeritsase reports, on the date that we
file those materials with, or furnish them to, ®ecurities and Exchange Commission (“SEC”). Thiisg$ are also available to the public on
the internet at the SEC’s website at www.sec.gbaré&holders may also read and copy any documenivehfile at the SEC’s public reference
rooms located at 100 F Street, NE, Washington, D&19. Shareholders may call the SEC at 1-800-SHID-@® further information on the
public reference room.
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Our Market Area

Although certain of our business lines are markétegughout the Midwest and beyond, our primaryketareas lie in Wisconsin,
Kansas and Missouri. Specifically, our three targatket areas in Wisconsin consist of Madison afld/&likee, and their surrounding
communities, and Northeastern Wisconsin, includipgleton, Green Bay and Oshkosh, and their surrmgncommunities. We serve our
target markets in Kansas and Missouri through @awood and Overland Park, Kansas offices whiclioaaged in the Kansas City
metropolitan statistical area (“MSA”). Each of quimary markets provides a unique set of economitdemographic characteristics which
provide us with a variety of strategic opporturstid brief description of each of our primary maskis as follows:

Madison

As the capital of Wisconsin and home of the Uniitgrsf Wisconsin - Madison, our Madison market, cfieally Dane County, offers
an appealing economic environment populated byghlyieducated workforce (more than 45% of the path of Dane County age 25 or
older holds a bachelor’s degree or higher degreerding to the U.S. Census Bureau, as compare@%of@r the State of Wisconsin as a
whole). While the economy of the Madison marketrigsen in large part by the government and edunatextors, there is also a diverse array
of industries outside of these segments, includiggificant concentration of insurance companie® (of which, American Family Insurance
Group, is a Fortune 500 Company) and agricultugtdted industries. Madison is also home to a canaon of research and development
related companies, which benefit from the areatngt governmental and academic ties, as well abtisersity of Wisconsin Hospital, which
provides healthcare services to South Central Wisioo

According to the U.S. Census Bureau, as of Aprdd10 (the 2010 Census Date), the Madison MSAisting of Dane County,
Columbia County and lowa County, had a total pajarteof 568,593 and 229,033 total households. SR, the Madison MSA has
experienced population growth of 13%, comparedh¢oState of Wisconsin's population growth rate%f ®ue to the composition of its
workforce and major economic drivers, the Madismraayenerally experienced fewer adverse econorféctefthan many other areas of the
country during the period of challenging econontaditions in recent years. As of April, 2010, thesfyear average median household inc
level in Dane County - the largest county withie adison MSA - was $60,519, which compares faJgratbthe average median household
income levels in the United States and the Stawis€onsin of $51,914 and $51,598, respectivelycokding to preliminary Bureau of Labor
Statistics data, as of December 2014 , the unajustemployment rate in the Madison MSA was 3.4%pared to the national
unemployment rate of 5.6% and an unemploymentimatee State of Wisconsin of 5.0% . The unemploytmate in the Madison MSA
improved 0.6% from December 2013 , compared tantpeovement in the national and Wisconsin averagbéigh was 0.9% and 0.8% ,
respectively over the same period.

Milwaukee

Our Milwaukee market, the primary commercial anduistrial hub for Southeastern Wisconsin, providds/arse economic base, w
both a highly skilled labor force and significanamufacturing base. The most prominent economioeeit the Milwaukee market include
manufacturing, financial services, health careediified service companies and education. The melitan area ranks among the top
manufacturing centers in the United States. Thegmtage of Milwaukee’s workforce in the manufagtgrsector is one of the highest of any
MSA. In addition to this strong manufacturing bagéwaukee is home to several major hospitals, fatiog health services to the greater
Southeastern Wisconsin market, several large adadestitutions including the University of WiscdnsMilwaukee and Marquette Universi
and a wide variety of small- to medium-size firmghwepresentatives in nearly every industrial sifisation. The Milwaukee area is also the
home to six Fortune 500 companies, including Johi@&antrols, Inc., Harley Davidson, Inc., Kohl's @oration, Rockwell Automation, Inc.,
ManPower Group and Northwestern Mutual.

According to the U.S. Census Bureau, as of Aprild10 (the 2010 Census Date), the Milwaukee MSAsisting of Milwaukee
County, Ozaukee County, Washington County, and Wsluk County, had a total population of 1,555,9@B6ib,847 total households. Since
2000, the Milwaukee MSA has experienced a populagimwth of 4%, compared to the State of Wiscomsspopulation growth rate of 6%. As
of April, 2010, the five-year average median howd@income level in Waukesha County - our primarket within the Milwaukee Area -
was $75,064, which compares favorably to the med@arsehold income level averages in the UniteceStand the State of Wisconsin of
$51,914 and $51,598, respectively. Despite thedef challenging economic conditions in recentrgethe Milwaukee area has begun to
experience improvement in its general economicatémAs of December 2014 , the preliminary unadgisinemployment rate in the
Milwaukee MSA was 5.2% , compared to the natiomemployment rate of 5.6% and an unemployment ratiea State of Wisconsin of
5.0% . The unemployment rate in the Milwaukee M8®ioved 1.0% from December 2013 , compared tortipgavement in the national and
Wisconsin averages, which was 0.9% and 0.8% , ctispéy, over the same period.
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Northeastern Wisconsin

The cities of Appleton, Green Bay, and Oshkosh,céfisin serve as the primary population centersiimrtheast Wisconsin mark
and provide an attractive market to a variety distries, including transportation, utilities, pagkng and diversified services, with the most
significant economic drivers being the manufactyripackaging and paper goods industries. The nigrsfisant individual employers in this
market include Bemis Company, Inc., a packagingpmamy, and Oshkosh Corporation, a specialty truckufecturer, each of which is a
Fortune 500 company. As the home of the Green Baykéts football team, tourism is also a meaninigidiistry in this market.

According to the U.S. Census Bureau, as of Aprdd10 (the 2010 Census Date), the three major MSAsr Northeast Wisconsin
market (Appleton, Green Bay and Oshkd$#enah) had a total population of 698,901 and taiakeholds of 275,674. Since 2000, these MV
have experienced a population growth of 9%, comptrehe State of Wisconsin’s population growtlerat 6%. As of April, 2010, the five-
year average median household income level in @QmégCounty- where our primary loan production office in thégjion is located - was
$55,914, compared to the median household incowet dverages in the United States and the Staféisfonsin of $51,914 and $51,598,
respectively. According to the Bureau of Labor iStats, as of December 2014 , the preliminary urlegmpent rate in the three major MSAs in
this market ranged from 4.3% to 4.6% , comparatiémnational unemployment rate of 5.6% and an ut@ymgent rate in the State of
Wisconsin of 5.0% . These unemployment rates imguld8% from December 2013 in all three major M82this market, compared to the
improvement in the national and Wisconsin averagé#gh was 0.9% and 0.8% , respectively, over #mesperiod.

Kansas City

Geographically located in the center of the Ul&,dreater Kansas City area enjoys a vibrant aretsé economy. The metropolitan
area includes 18 counties and more than 50 comiesiit Missouri and Kansas, including a vibranttcarbusiness district located in Kansas
City, Missouri and thriving communities on bothessdof the state line. The area is known for themity of its economic base, with major
employers in manufacturing and distribution, aretiitire and engineering, technology, telecommurminatifinancial services and bioscience a
well as local government and higher education. arity is consistently one of the fastest growirajor job markets in the Midwest, and
offers lower costs of living than most major metifan areas. There are 12 Fortune 1000 compae@dduartered in greater Kansas City,
including Sprint, Garmin, H&R Block, and Cerner.dddition, more than 50 Fortune 100 companies haignificant presence in the
community, including Ford and General Motors, boftlivhom operate assembly plants in greater Kanggis The area offers a thriving
environment for entrepreneurship and is consisteatiked as one of the best places to start a éssitKansas City is also home to the Ewing
Marion Kauffman Foundation, the largest privaterfdation in the world dedicated to advancing engepurship.

According to the U.S. Census Bureau, as of Aprd@10 (the 2010 Census Date,) the Kansas City M8Asisting of Bates, Caldwe
Cass, Clay, Clinton, Jackson, Lafayette, PlatteRand Counties in Missouri and Johnson, Leavenwaitin, Miami and Wyandotte Counties
in Kansas, had a total population of 2,035,334 %#@ 069 households. Since 2000, the Kansas City M&Pexperienced population growtt
18%, compared to population growth of 7% in Miss@und 6% in Kansas. As of April, 2010, the fiyear average median household incon
the MSA was $68,846 compared to $51,914 for the &8 $47,380 and $51,332 for Missouri and Kanesgectively. Due to its diverse
economy, the Kansas City region generally exhiets volatility during any economic cycle, and thiss true during the recessionary period
beginning in 2008. According to data published iy Bureau of Labor Statistics, the unemploymemt irathe Kansas City MSA reached a
peak of 9.6% in January, 2011, and has since aettim prerecession levels. As of December, 2014, the ungmptat rate for the Kansas C
MSA was 5.0%, below the national unemployment 6#&.

Executive Officers of the Registrant

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

Corey A. Chambasge 52, has served as a director of FBFS since July 260€héef Executive Officer since December 2006 aad a
President since February 2005. He served as Clpiefafing Officer of FBFS from February 2005 to ®ember 2006 and as Executive Vice
President from July 2002 to February 2005. He skageChief Executive Officer of FBB from July 19@9September 2006 and as President c
FBB from July 1999 to February 2005. He also cutyeserves as a director of our subsidiaries FBGQ Rirst Madison Investment Corp. Mr.
Chambas has over 25 years of commercial




banking experience. Prior to joining FBFS, he wa8ce President of Commercial Lending with M&l Bamow known as BMO Harris Bank,
in Madison, Wisconsin.

David A.Papritzage 52, served as Chief Financial Officer from Seqiiter 23, 2014 through January 30, 2015 when fgness for
personal reasons. Prior to joining FBFS Mr. Papwias Group Senior Vice President and Director afp@rate Development and Investor
Relations with Rosemont, lllinois based Taylor GalpGroup, Inc. from 2013 until it was acquireddyhird-party financial institution in
August 2014. He also previously served as ManaBingctor in the Financial Institutions Group of Ragnd James & Associates' Chicago
office from September 2007 to March 2013 and Gr8apior Vice President with Chicago-based LaSallgoNal Corporation/ABN Amro
North America from June 1987 to January 2007, we8ponsibilities including mergers and acquisitjdimancial analysis, human resouri
and management of the retail mortgage originatianaoel.

James F. Ropellage 55, has served as Senior Vice President ared Elhiancial Officer of FBFS since September 2000.Ropella
also serves as the Chief Financial Officer of eafdine Banks. He also currently serves as a diredtour subsidiaries First Madison
Investment Corp. and Alterra. Mr. Ropella has B@wyears of experience in finance and accountinmauily in the banking industry. Prior to
joining FBFS, Mr. Ropella was Treasurer of a consuproducts company. Prior to that, he was Treagdr€irstar Corporation, now known
U.S. Bancorp. On December 30, 2014, Mr. Ropellaoanoed his plans to delay his previously annoumegtement and assume the role of
interim Chief Accounting Officer and on January 2015 he also agreed to resume his role as ChiehEial Officer due to the resignation of
David R. Papritz who had been named as Chief Fiab@dficer to succeed Mr. Ropella. In order to @msa smooth transition, Mr. Ropella
will remain in his position at FBFS as we condutii@ough search for his replacement. We anticipatablishing a longer-term consulting
arrangement with Mr. Ropella following his retiremhe

Michael J. Loseneggeage 57, has served as Chief Credit Officer of FBFS since/ @11. Mr. Losenegger also serves as the Chief
Credit Officer of the Banks. He also currently ssnas a director for our subsidiaries FBCC, FBEFFRBB-Milwaukee. Prior to being
appointed Chief Credit Officer, Mr. Losenegger selas FBFS’s Chief Operating Officer since Septerab86. Mr. Losenegger joined FBFS
in 2003 and has held various positions with FBBIuding Chief Executive Officer, Chief Operatingfioér and Senior Vice President of
Business Development. Mr. Losenegger has over 2tsya experience in commercial lending. Priordiaipng FBFS, Mr. Losenegger was
Senior Vice President of Lending at M&I Bank, nomokvn as BMO Harris Bank, in Madison, Wisconsin.

Barbara M. Conleyage 61, has served as FBFS’s General Counsel since Juea?@las Senior Vice President/Corporate Secretar
since December 2007. Ms. Conley also serves asr@ldbeunsel, Senior Vice President and Corporateedary of the Banks. She has also
served as a Director of FBCC since June 2009. Mal&y has over 30 years of experience in commelbeiaking. Directly prior to joining
FBFS in 2007, Ms. Conley was a Senior Vice Pregide@orporate Banking with Associated Bank. She been employed at Associated
Bank since May 1976.

Jodi A. Chandlerage 50, has served as Senior Vice President-Human Reso&raesninistration of FBFS since January 2010. Prior
to that, she held the position of Senior Vice Rtesi-Human Resources for several years. She hasabeamployee of FBFS for over 20 years

Mark J. Meloyage 53, has served as President and Chief Execddtiieer of FBB since December 2007. Mr. Meloy jethFBFS in
2000 and has held various positions including Etteew/ice President of FBB and President and Chiefcutive Officer of FBB-Milwaukee.
He currently serves as CEO of FBEF. He also cuyreefrves as a director of our subsidiaries FBBRRBEF. Mr. Meloy has over 25 years of
commercial lending experience. Prior to joining FBMr. Meloy was a Vice President and Senior Retestip Manager with Firstar
Bank, NA, Cedar Rapids, lowa and Milwaukee, Wis@onisow known as U.S. Bank, working in their fingaldnstitutions group with mergers
and acquisition financing.

Joan A. Burkeage 63, has served as President of FBB’s Trussivisince September 2001. Ms. Burke has over asyaf
experience in providing trust services, investnreahagement, mutual fund management and brokerageese Prior to joining FBFS,
Ms. Burke was the President, Chief Executive Offaed Chairperson of the Board of Johnson Trust @y and certain of its affiliates.

Charles H. Batsomge 61, has served as the President and Chief s Qifficer of FBCC since January 2006. He alsvsgas a
director for FBCC. Mr. Batson has over 30 yearsxgerience in asset-based lending. Directly pogoining FBCC, Mr. Batson served as
Vice President and Business Development Managaifdls Fargo Business Credit, Inc. since 1990.




David J. Vettaage 60, has served as President and Chief Execdtiioer of FBB-Milwaukee since January 2007. Hgoaderves as a
director for FBB-Milwaukee. Prior to joining FBB-Mvaukee, Mr. Vetta was Managing Director at JP Mardsset Management since 1992
overseeing National Institutional Investment Saéesns and the Regional Private Client Group, wdgleving as a member of the executive
committee. Mr. Vetta was affiliated with JP Morg@hase and its predecessor companies in various rales from 1976 to 1992.

Pamela R. Bernekingge 55, has served as President and Chief Exectiiger of Alterra since April 2010. She also ses\as a
director for Alterra. Prior to joining Alterra, M8erneking was Regional President at M&I Bank, iawwn as BMO Harris Bank, in Kansas
City, Missouri since 2006. Prior to her positiorttwM&I Bank she was employed by Gold Bank in Kan€#ty Missouri, which was acquired
by M&I Bank, since 2001. Ms. Berneking's final ptieh at Gold Bank was Regional President, Missouri.

SUPERVISION AND REGULATION

Below is a brief description of certain laws anduiations that relate to us and the Banks. Thisatige does not purport to be
complete and is qualified in its entirety by refere to applicable laws and regulations.

General

Financial institutions, their holding companies dinelir affiliates are extensively regulated undsteral and state law. As a result, our
growth and earnings performance may be affectedmigtby management decisions and general econconiditions, but also by the
requirements of federal and state statutes anteébyegulations and policies of various bank regmaagencies, including the Division of
Banking of the Wisconsin Department of Financiatitutions (“WDFI”), the Board of Governors of tRederal Reserve System (“Federal
Reserve”), the Federal Deposit Insurance CorpardtieDIC”) and the Bureau of Consumer FinancialtBetion (“CFPB”). Our acquisition of
Alterra in Leawood, Kansas, a Kansas state mendg, ladded the Office of State Bank Commissionétafsas (“OSBC”}o our list of banl
regulatory agencies. Furthermore, taxation lawsiaidtered by the Internal Revenue Service and séxiag authorities, accounting rules
developed by the Financial Accounting Standards@®asecurities laws administered by the Securéies Exchange Commission (“SEC”) and
state securities authorities, and anti-money latingéaws enforced by the U.S. Department of theaSury (“Treasury”’have an impact on o
business. The effect of these statutes, regulatiegslatory policies and accounting rules areifigant to our operations and results, and the
nature and extent of future legislative, regulatmryther changes affecting financial instituti@me impossible to predict with any certainty.

Federal and state banking laws impose a comprelesgstem of supervision, regulation and enforcéraprihe operations of
financial institutions, their holding companies aftiliates that is intended primarily for the peotion of the FDIC-insured deposits and
depositors of banks, rather than shareholders.eMeeteral and state laws, and the regulationseobénk regulatory agencies issued under
them, affect, among other things, the scope offtass, the kinds and amounts of investments banksmake, reserve requirements, capital
levels relative to operations, the nature and armoticollateral for loans, the establishment ofrfafzes, the ability to merge, consolidate and
acquire, dealings with insiders and affiliates #melpayment of dividends.

This supervisory and regulatory framework subjéetisks and bank holding companies to regular examinhy their respective
regulatory agencies, which results in examinatéports and ratings that are not publicly availavld that can impact the conduct and growth
of their business. These examinations consideomigtcompliance with applicable laws and regulagidout also capital levels, asset quality
and risk, management ability and performance, agmiliquidity, and various other factors. The fagnry agencies generally have broad
discretion to impose restrictions and limitatiomstbe operations of a regulated entity where tleneigs determine, among other things, that
such operations are unsafe or unsound, fail to &pmiph applicable law or are otherwise inconsisteith laws and regulations or with the
supervisory policies of these agencies.

The following is a summary of the material elemenftthe supervisory and regulatory framework aggilie to us and the Banks. It
does not describe all of the statutes, regulatmtsregulatory policies that apply, nor does itatesall of the requirements of those that are
described. The descriptions are qualified in tkeatirety by reference to the particular statutargl eegulatory provision.




Financial Regulatory Reform

On July 21, 2010, President Obama signed the DoddkPRVall Street Reform and Consumer Protection(tha “Dodd-Frank Act”)
into law. The Dodd-Frank Act represented a sweepgfigrm of the U.S. supervisory and regulatory fearark applicable to financial
institutions and capital markets in the wake ofdhabal financial crisis, certain aspects of which described below in more detail. In
particular, and among other things, the Dodd-Fracik created a Financial Stability Oversight Coliasi part of a regulatory structure for
identifying emerging systemic risks and improvingeragency cooperation; created the CFPB, whielutisorized to regulate providers of
consumer credit, savings, payment and other consfinaacial products and services; narrowed thesaif federal preemption of state
consumer laws enjoyed by national banks and federdhgs associations and expanded the author#taté attorneys general to bring actions
to enforce federal consumer protection legislatiorposed more stringent capital requirements otk iahding companies and subjected
certain activities, including interstate mergerd anquisitions, to heightened capital conditionghwespect to mortgage lending, (i)
significantly expanded requirements applicableotmbk secured by 1-4 family residential real propéii) imposed strict rules on mortgage
servicing, and (iii) required the originator ofecsritized loan, or the sponsor of a securitizationmetain at least 5% of the credit risk of
securitized exposures unless the underlying expssare qualified residential mortgages or meeairetnderwriting standards; repealed the
prohibition on the payment of interest on busingsscking accounts; restricted the interchange ffagable on debit card transactions for
issuers with $10 billion in assets or greaterhie $o-called “Volcker Rule,” subject to numerouseptions, prohibited depository institutions
and affiliates from certain investments in, andrgmoship of, hedge funds and private equity fumikfeom engaging in proprietary trading;
provided for enhanced regulation of advisers togid funds and of the derivatives markets; enhangedsight of credit rating agencies; and
prohibited banking agency requirements tied toitratings. These statutory changes shifted thelaegégry framework for financial institution
impacted the way in which they do business and tia@otential to constrain revenues.

Numerous provisions of the Dod&tank Act were required to be implemented througbmaking by the appropriate federal regula
agencies. Many of the required regulations have Issied and others have been released for pudstinent, but are not yet final. Although
the reforms primarily targeted systemically impatténancial service providers, their influenceeigected to filter down in varying degrees to
smaller institutions over time. Our management egtinue to evaluate the effect of the Dodd-Frank however, in many respects, the
ultimate impact of the Dodd-Frank Act will not bdlf known for years, and no current assurance begagiven that the Dodd-Frank Act, or
any other new legislative changes, will not haveegative impact on the results of operations amahitial condition of FBFS and the Banks.

The Increasing Regulatory Emphasis on Capital

Regulatory capital represents the net assetsinfadial institution available to absorb lossesc&ese of the risks attendant to their
business, depository institutions are generallyireq to hold more capital than other businesség;wdirectly affects earnings capabilities.
While capital has historically been one of the kegasures of the financial health of both bank Imgjdiompanies and banks, its role became
fundamentally more important in the wake of thebgldinancial crisis, as the banking regulatoroggized that the amount and quality of
capital held by banks prior to the crisis was ifisignt to absorb losses during periods of seveess. Certain provisions of the Dodd-Frank
Act and Basel Ill, discussed below, establish sjfieened capital standards for banks and bank hgpbmpanies, require more capital to be
held in the form of common stock and disallow derfands from being included in capital determinas. Once fully implemented, these
standards will represent regulatory capital reqnésts that are meaningfully more stringent thaiséhia place previously.

FBFS and Bank Required Capital Levels. Bank holding companies have historically had to plymvith less stringent capital
standards than their bank subsidiaries and have ddgle to raise capital with hybrid instrumentshsas trust preferred securities. The Dodd-
Frank Act mandated the Federal Reserve to estabiisimum capital levels for bank holding comparoesa consolidated basis as stringent a:
those required for insured depository institutiohs.a consequence, the components of holding coynpammanent capital known as “Tier 1
Capital” were restricted to those capital instrutsehat are considered to be Tier 1 Capital fonied depository institutions. A result of this
change is that the proceeds of hybrid instrumesnitsh as trust preferred securities, are being dedidrom Tier 1 Capital over a phase-in
period. However, if such securities were issuedrgn May 19, 2010 by bank holding companies wétsslthan $15 billion of assets as of
December 31, 2009, they may be retained as Tiaplt@l subject to certain restrictions. Becauséhaa assets of less than $15 billion, we are
able to maintain our trust preferred proceeds as TiCapital but will have to comply with new capitnandates in other respects and will not
be able to raise Tier 1 Capital in the future tigtothe issuance of trust preferred securities.

The minimum capital standards effective for therysaded December 31, 2014 were:




» Aleverage requirement, consisting of a mininmatio of Tier 1 Capital to total adjusted book assd 3% for the most highly-rated
banks with a minimum requirement of at least 4%albothers, and

» Arrisk-based capital requirement, consisting ofinimum ratio of Total Capital to total risk-waigd assets of 8% and a minimum
ratio of Tier 1 Capital to total risk-weighted atssef 4%.

For these purposes, “Tier 1 Capital” consisted prity of common stock, noncumulative perpetual enefd stock and related surplus
less intangible assets (other than certain loaricieg rights and purchased credit card relatiopshi“Total Capital’consisted primarily of Tie
1 Capital plus “Tier 2 Capital,” which included ethnon-permanent capital items, such as certair akbbt and equity instruments that do not
qualify as Tier 1 Capital, and a portion of the kiarallowance for loan and lease losses. Furtlgt;weighted assets for the purpose of the
risk-weighted ratio calculations were balance shssets and off-balance sheet exposures to whicliree risk weightings of 0% to 100%
were applied.

The capital standards described above are minineguirements and were increased beginning Janu@y1b, under Basel lll, as
discussed below. Bank regulatory agencies unifoemiyourage banks and bank holding companies tavb-tapitalized” and, to that end,
federal law and regulations provide various incaggifor banking organizations to maintain regulatmapital at levels in excess of minimum
regulatory requirements. For example, a bankingmization that is “well-capitalized” may: (i) quislifor exemptions from prior notice or
application requirements otherwise applicable ttai® types of activities; (ii) qualify for expedi processing of other required notices or
applications; and (iii) accept, roll-over or renbrokered deposits. Under the capital regulationth®f~DIC and Federal Reserve, in order to b
“well-capitalized,” a banking organization, for tiiear ended December 31, 2014, must have maintained

» Aleverage ratio of Tier 1 Capital to total assat§% or greate
« Avratio of Tier 1 Capital to total riskreighted assets of 6% or greater,
« Avrratio of Total Capital to total riskreighted assets of 10% or gree

The FDIC and Federal Reserve guidelines also peavidt banks and bank holding companies experignotarnal growth or making
acquisitions would be expected to maintain capitesitions substantially above the minimum superyisevels without significant reliance on
intangible assets. Furthermore, the guidelinecatdithat the agencies will continue to considéamgible Tier 1 leverage ratio” (deducting all
intangibles) in evaluating proposals for expangioto engage in new activities.

Higher capital levels could also be required if imated by the particular circumstances or riskifgaff individual banking
organizations. For example, the Federal Resenagigal guidelines contemplate that additional apiiay be required to take adequate
account of, among other things, interest rate oslthe risks posed by concentrations of credittraalitional activities or securities trading
activities. Further, any banking organization eigrasing or anticipating significant growth would bepected to maintain capital ratios,
including tangible capital positions.€., Tier 1 Capital less all intangible assets), vablbve the minimum levels.

Prompt Corrective Action . A banking organizatios capital plays an important role in connectiorhwégulatory enforcement as wi
Federal law provides the federal banking regulatotis broad power to take prompt corrective actmmesolve the problems of
undercapitalized institutions. The extent of thgutators’ powers depends on whether the instituticguestion is “adequately capitalized,”
“undercapitalized,” “significantly undercapitaliZeor “critically undercapitalized,” in each casedefined by regulation. Depending upon the
capital category to which an institution is assijrtee regulators’ corrective powers include: €uiring the institution to submit a capital
restoration plan; (ii) limiting the institution’ssaet growth and restricting its activities; (i€quiring the institution to issue additional cabita
stock (including additional voting stock) or tolddelf; (iv) restricting transactions between thstitution and its affiliates; (v) restrictingeh
interest rate that the institution may pay on dépp6vi) ordering a new election of directors bétinstitution; (vii) requiring that senior
executive officers or directors be dismissed; \ydiohibiting the institution from accepting degesrom correspondent banks; (ix) requiring
the institution to divest certain subsidiaries; fxdhibiting the payment of principal or interestsubordinated debt; and (xi) ultimately,
appointing a receiver for the institution.

As of December 31, 2014: (i) none of the Banks veeitgect to a directive from its regulatory ageadiincrease capital; and (ii) the
Banks were each “well-capitalized,” as defined B} and Federal Reserve regulations. As of Decer@bep014, FBFS had regulatory
capital in excess of the Federal Reserve’s req@resnand met the Dodd-Frank Act requirements.

The Basel International Capital Accords. The current risk-based capital guidelines descrdizule, which apply to the Banks and are

being phased in for FBFS, are based upon the 1888t accord known as “Basel I” adopted by thernational Basel Committee on Banking
Supervision, a committee of central banks and Isaiplervisors, as implemented by
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the U.S. federal banking regulators on an interagéasis. In 2008, the banking agencies collababtibegan to phase-in capital standards
based on a second capital accord, referred to aseiBl,” for large or “core” international bankgeferally defined for U.S. purposes as having
total assets of $250 billion or more, or consokdaforeign exposures of $10 billion or more). Basemphasized internal assessment of credi
market and operational risk, as well as supervisggessment and market discipline in determinimgrmim capital requirements.

On September 12, 2010, the Group of Governors aatisiof Supervision, the oversight body of the B@senmittee on Banking
Supervision, announced agreement on a strengttsened capital requirements for banking organizegiaround the world, known as Basel
to address deficiencies recognized in connectidh thie global financial crisis. Basel 11l was intked to be effective globally on January 1,
2013, with phase-in of certain elements continwingl January 1, 2019, and it is currently effeetim many countries.

U.S. Implementation of Basel I11. In July of 2013, the U.S. federal banking agenajgsroved the implementation of the Basel IlI
regulatory capital reforms in pertinent part, amcthe same time, promulgated rules effecting oediaanges required by the Dodd-Frank Act
(the “Basel lll Rule”). In contrast to capital raggments previously, which were in the form of glides, Basel 11l was released in the form of
regulations by each of the federal regulatory aigsnd he Basel 11l Rule is applicable to all finaldnstitutions that are subject to minimum
capital requirements, including federal and statiekls and savings and loan associations, as welllzenk and savings and loan holding
companies other than “small bank holding companigsherally bank holding companies with consolidaesets of less than $1 billion).

The Basel Ill Rule not only increased most of thguired minimum capital ratios as of January 1 52@lt it introduced the concept
of “Common Equity Tier 1 Capital,” which consistgrparily of common stock, related surplus (net oédsury stock), retained earnings, and
Common Equity Tier 1 minority interests, subject#stain regulatory adjustments. The Basel 11l Ralé® established more stringent criteria
for instruments to be considered “Additional TieCépital” (Tier 1 Capital in addition to Common Hig) and Tier 2 Capital. A number of
instruments that qualified as Tier 1 Capital widk mualify, or their qualifications will change. Fexample, cumulative preferred stock and
certain hybrid capital instruments, including trpstferred securities, will no longer qualify a1l Capital of any kind, with the exception,
subject to certain restrictions, of such instruregéssued before May 10, 2010, by bank holding corigsawith total consolidated assets of less
than $15 billion as of December 31, 2009. For thos#tutions, trust preferred securities and ot@mqualifying capital instruments currently
included in consolidated Tier 1 Capital were perardly grandfathered under the Basel Ill Rule, stije certain restrictions. Noncumulative
perpetual preferred stock, which formerly qualifeeisimple Tier 1 Capital, will not qualify as CommEquity Tier 1 Capital, but will instead
qualify as Additional Tier 1 Capital. The Basel Rlle also constrained the inclusion of minoritienests, mortgage-servicing assets, and
deferred tax assets in capital and requires dezhgefrom Common Equity Tier 1 Capital in the eviébratt such assets exceed a certain
percentage of a banking institution’s Common Eqiigr 1 Capital.

As of January 1, 2015, the Basel lll Rule requires:

* A new minimum ratio of Common Equity Tier 1 Cegbito riskweighted assets of 4.5

* Anincrease in the minimum required amount afrTi Capital to 6% of riskveighted asse!

* A continuation of the current minimum requiredaunt of Total Capital (Tier 1 plus Tier 2) at 8%risk-weighted assets; a
A minimum leverage ratio of Tier 1 Capital to toteisets equal to 4% in all circumstan

The Basel Il Rule maintained the general structfréne prompt corrective action framework, whikedrporating the increased
requirements and adding the Common Equity Tier it@bratio. In order to be “well-capitalized” undihe new regime, a depository
institution must maintain a Common Equity Tier Ip@al ratio of 6.5% or more; a Tier 1 Capital rabib8% or more; a Total Capital ratio of
10% or more; and a leverage ratio of 5% or more.

In addition, institutions that seek the freedonmtake capital distributions (including dividends aagurchases of stock) and pay
discretionary bonuses to executive officers with@astriction must also maintain 2.5% of risk-weggghtissets in Common Equity Tier 1
attributable to a capital conservation buffer tqpbased in over three years beginning in 2016.puinpose of the conservation buffer is to
ensure that banking institutions maintain a bufifiecapital that can be used to absorb losses dpenigds of financial and economic stress.
Factoring in the fully phased-in conservation buffereases the minimum ratios depicted above tdaf9%ommon Equity Tier 1, 8.5% for
Tier 1 Capital and 10.5% for Total Capital. Thedeage ratio is not impacted by the conservatiofiebuénd a banking institution may be
considered well-capitalized while remaining outofmpliance with the capital conservation buffer.
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As discussed above, most of the capital requiresnanet based on a ratio of specific types of cafitalisk-weighted assets.” Not only
did Basel Ill change the components and requiresngintapital, but, for nearly every class of fin@hassets, the Basel lll Rule requires a r
complex, detailed and calibrated assessment oiteiskiand calculation of risk weightings. Whilagel |1l would have changed the risk
weighting for residential mortgage loans basedoamito-value ratios and certain product and undéngrcharacteristics, there was concern ir
the United States that the proposed methodologsidhmweighting residential mortgage exposurestaecdhigher risk weightings for certain
types of mortgage products would increase coststsumers and reduce their access to mortgagée.ckedi result, the Basel Il Rule did not
effect this change, and banking institutions wilhtinue to apply a risk weight of 50% or 100% teittexposure from residential mortgages.

Furthermore, there was significant concern notethbyfinancial industry in connection with the Bla$lerulemaking as to the
proposed treatment of accumulated other comprefeirgtome (“AOCI”). Basel Ill requires unrealizedigs and losses on available-for-sale
securities to flow through to regulatory capitalogp@osed to the previous treatment, which neugdlgch effects. Recognizing the probler
community banks, the U.S. bank regulatory agerailepted the Basel Il Rule with a one-time elecfiansmaller institutions like FBFS and
the Banks to opt out of including most element&®fCl in regulatory capital. This opt-out, which mibb& made in the first quarter of 2015,
would exclude from regulatory capital both unreatiains and losses on availablegate debt securities and accumulated net gaintoare:
on cash-flow hedges and amounts attributable timelébenefit postetirement plans. FBFS and the Banks expect to rtrakelection to avoi
variations in the level of their capital dependorgfluctuations in the fair value of their secwa#tiportfolio.

Banking institutions (except for large, internatdiy active financial institutions) became subjecthe Basel 11l Rule on January 1,
2015, and FBFS and the Banks are currently in ciamgé with the new required ratios. There are sg#parhase-in/phase-out periods for: (i)
the capital conservation buffer; (ii) regulatonpital adjustments and deductions; (iii) nonquafifyicapital instruments; and (iv) changes to th
prompt corrective action rules. The phase-in peric@mmence on January 1, 2016 and extend until.2019

FBFS

General. We are a bank holding company registered undeB#m Holding Company Act of 1956, as amended (“BHCAnd are
subject to regulation, supervision, and examinalipthe Federal Reserve. We are required to filaranual report with the Federal Reserve
such other reports as the Federal Reserve mayreedpuiaccordance with Federal Reserve policy,aandow codified by the Dodd-Frank Act,
we are legally obligated to act as a source ofiéie strength to the Banks and to commit resouteesipport the Banks in circumstances
where we might not otherwise do so. Under the BH®A are subject to periodic examination by the FadReserve.

Acquisitions, Activities and Change in Control . The primary purpose of a bank holding company isotatrol and manage banks. The
BHCA generally requires the prior approval of trexleral Reserve for any merger involving a bankihgldompany or any acquisition by a
bank holding company of another bank or bank hgldiompany. Subject to certain conditions (includilegosit concentration limits
established by the BHCA and the Dodd-Frank Acg,Federal Reserve may allow us to acquire bankddddn any state of the United States.
In approving interstate acquisitions, the FederddRve is required to give effect to applicabléestaw limitations on the aggregate amount of
deposits that may be held by the acquiring bandlihglcompany and its insured depository institutdfiliates in the state in which the target
bank is located (provided that those limits dodistriminate against out-of-state depository in$itins or their holding companies) and state
laws that require that the target bank have beexistence for a minimum period of time (not to @ad five years) before being acquired by al
out-of-state bank holding company. Furthermorgdoordance with the Dodd-Frank Act, bank holdingipanies must be well-capitalized and
well-managed in order to effect interstate mergerscquisitions. For a discussion of the capitglireements, see “The Increasing Regulatory
Emphasis on Capital” above.

The BHCA limits the amount of our investment in aogmpany that is not a bank and our ability to @ega any business other than
that of banking, managing and controlling bankfuanishing services to banks and their subsidiafi&ss limitation is subject to a number of
exceptions. The principal exception allows banldir@ companies to engage in, and to own sharesropanies engaged in, certain businesse
found by the Federal Reserve prior to Novemberl®29 to be “so closely related to banking. . .calsd a proper incident thereto.” This
authority permits us to engage in a variety of liagrkelated businesses, including the ownership andatipa of a thrift, or any entity engag
in consumer finance, equipment leasing, the opmraif a computer service bureau (including softwdireelopment) and mortgage banking
and brokerage. The BHCA generally does not placédgal restrictions on the domestic activitisnmn-bank subsidiaries of bank holding
companies.

Additionally, bank holding companies that meet @iereligibility requirements prescribed by the BH@Ad elect to operate as
financial holding companies may engage in, or oharas in companies engaged in, a wider range cbaaking
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activities, including securities and insurance umaiting and sales, merchant banking and any adleivity that the Federal Reserve, in
consultation with the Secretary of the Treasuryeamines by regulation or order is financial inurator incidental to any such financial acti
or that the Federal Reserve determines by ordee mbmplementary to any such financial activity dnds not pose a substantial risk to the
safety or soundness of depository institutionderfinancial system generally. We have not elettiegperate as a financial holding company.

Federal law also prohibits any person or compammfacquiring “control” of an FDIC-insured depositanstitution or its holding
company without prior notice to the Banks’ apprafgifederal regulator. “Control” is conclusivelyepumed to exist upon the acquisition of
25% or more of the outstanding voting securitiea bank or bank holding company, but may arise uoegain circumstances between 10%
and 24.99% ownership.

Capital Requirements. Bank holding companies are required to maintaintahin accordance with Federal Reserve capitatjadey
requirements, as affected by the Dodd-Frank ActBaskl Ill. For a discussion of capital requirensesee “The Increasing Regulatory
Emphasis on Capital” above.

Dividend Payments. Our ability to pay dividends to our stockholdersynha affected by both general corporate law comataes and
policies of the Federal Reserve applicable to bai#ing companiesAs a Wisconsin corporation, we are subject to itinéations of the
Wisconsin Business Corporation Law, which prohifstfrom paying dividends if such payment wouldréidder us unable to pay our debts as
they become due in the usual course of businegs) oesult in our assets being less than the etiour total liabilities plus the amount needed
to satisfy the preferential rights upon dissolutidrany stockholders with preferential rights sumeto those stockholders receiving the
dividend. In addition, under the Basel Il Rulestitutions that seek the freedom to pay dividendishave to maintain 2.5% in Common EqL
Tier 1 attributable to the capital conservationfelufo be phased in over three years beginnin@i62See “The Increasing Regulatory
Emphasis on Capital” above.

As a general matter, the Federal Reserve has tedithat the board of directors of a bank holdiogpany should eliminate, defer or
significantly reduce dividends to shareholdergijfthe company’s net income available to sharefiador the past four quarters, net of
dividends previously paid during that period, i$ swfficient to fully fund the dividends; (ii) therospective rate of earnings retention is
inconsistent with the company’s capital needs aretall current and prospective financial condition{iii) the company will not meet, or is in
danger of not meeting, its minimum regulatory calpaidequacy ratios. The Federal Reserve also messeaforcement powers over bank
holding companies and their non-bank subsidiadgeevent or remedy actions that represent ungaiesound practices or violations of
applicable statutes and regulations. Among theseeis the ability to proscribe the payment ofidinds by banks and bank holding
companies.

Federal Securities Regulation. Our common stock is registered with the SEC undeiStecurities Act of 1933, as amended, and the
Securities Exchange Act of 1934, as amended (tlkeH&hge Act”). Consequently, FBFS is subject toitiiermation, proxy solicitation,
insider trading and other restrictions and requéaets of the SEC under the Exchange Act.

Corporate Governance. The Dodd-Frank Act addresses many investor pratectiorporate governance and executive compensatio
matters that will affect most U.S. publicly tradaempanies. The DodBrank Act will increase stockholder influence obeards of directors |
requiring companies to give stockholders a non4bimaote on executive compensation and so-callettsn parachute” payments, and
authorizing the SEC to promulgate rules that wallolw stockholders to nominate and solicit votenstheir own candidates using a
company’s proxy materials. The legislation als@dis the Federal Reserve to promulgate rules gtislgjlexcessive compensation paid to
executives of bank holding companies, regardlesghether such companies are publicly traded.

The Banks

General. The Banks are state-chartered banks, the depaesitiats of which are insured by the FDIC’s Depas#turance Fund (“DIF”
to the maximum extent provided under federal lad BBIC regulations. As Wisconsin-chartered FDIQdiesl banks, FBB and FBB-
Milwaukee are subject to the examination, supesmisieporting and enforcement requirements of tix¥the chartering authority for
Wisconsin banks, and the FDIC, designated by fédmraas the primary federal regulator of insureatesbanks. FBB and FBB-Milwaukee are
not members of the Federal Reserve System (“nonbaebanks”) Alterra, acquired November 1, 2014, is subjectdaneination, supervisiol
reporting and enforcement requirements of the O8Bcis a member of the Federal Reserve Systemnm#ie Federal Reserve its primary
federal regulator. The Banks are members of thefadtiome Loan Bank System, which provides a ckaotedlit facility primarily for membe
institutions.
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FBB has total assets of greater than $1 billiod, @ana result is subject to further reporting regraents under FDIC rules, specifically
12 C.F.R. Part 363 (“Annual Independent Audits Reghorting Requirements”). Pursuant to these raf@siagement prepares a report that
contains an assessment by management of the e#fieetis of our internal control structure and pracesifor financial reporting as of the end
of the fiscal year. FBB is also required to obt@mindependent public accountant’s attestationrtemmcerning its internal control structure
over financial reporting that includes the Repoft€ondition and Income (a so-called “Call Repoetid/or our FR Y-9C report. In accordance
with FDIC rules, we will satisfy these requiremeatsbehalf of FBB.

Deposit Insurance . As FDIC-insured institutions, the Banks are reqiiit@ pay deposit insurance premium assessmertig to t
FDIC. The FDIC has adopted a risk-based assessystem whereby FDIC-insured depository institutipag insurance premiums at rates
based on their risk classification. An institut®nisk classification is assigned based on itstahfevels and the level of supervisory concern
the institution poses to the regulators. For déposurance assessment purposes, an insured tlepaastitution is placed in one of four risk
categories each quarter. An institution’s assessimaletermined by multiplying its assessment bgtés assessment base. The total base
assessment rates range from 2.5 basis pointshags points. While in the past an insured depgsitsstitution’s assessment base was
determined by its deposit base, amendments todtler&l Deposit Insurance Act revised the assesdmasetso that it is calculated using
average consolidated total assets minus averagiblarequity. This change shifted the burden ofad@gnsurance premiums toward those
large depository institutions that rely on fundswurces other than U.S. deposits.

The FDIC has authority to raise or lower assessmatas on insured deposits in order to achievetsidlly required reserve ratios in
the DIF and to impose special additional assessnbntight of the significant increase in depositmstitution failures in 2008-2010 and the
increase of deposit insurance limits, the DIF inedrsubstantial losses during recent years. Tddyalsserves in the DIF, the Dodd-Frank Act
increased the minimum reserve ratio of the DIF.85% of insured deposits and deleted the statutapyfor the reserve ratio. In December
2010, the FDIC set the designated reserve ra8@mt65 basis points above the statutory minimurnieast semi-annually, the FDIC will
update its loss and income projections for the &iH, if needed, will increase or decrease the sissad rates, following notice and comment
on proposed rulemaking. As a result, the Banks’@&Béposit insurance premiums could increase.

FICO Assessments. In addition to paying basic deposit insurancesssients, insured depository institutions mustfiagncing
Corporation (“FICO”") assessments. FICO is a mixath@rship governmental corporation chartered byfdhmer Federal Home Loan Bank
Board pursuant to the Competitive Equality Bankérgg of 1987 to function as a financing vehicle foe recapitalization of the former Federal
Savings and Loan Insurance Corporation. FICO is8@egear noncallable bonds of approximately $8lliohithat mature in 2017 through
2019. FICO'’s authority to issue bonds ended on Ber 12, 1991. Since 1996, federal legislationrkgsired that all FDIC-insured
depository institutions pay assessments to coveraat payments on FICO’s outstanding obligatidime FICO assessment rate is adjusted
quarterly and for the fourth quarter of 2014 wagragimately 0.620 basis points (62 cents per $¥0fssessable deposits).

Supervisory Assessments . All state-chartered banks are required to pay sig@y assessments to the chartering authoritynad f
their respective operations. The amount of thessssent is calculated on the basis of total asBet$ng the year ended December 31, 2014,
FBB and FBB -Milwaukee paid supervisory assessments to the Wa&tkling $47,000 and $9,700, respectively, andrédtpaid $36,000 to tl
OSBC.

Capital Requirements. Banks are generally required to maintain capitetlein excess of other businesses. For a discus$icapital
requirements, see “The Increasing Regulatory EmgploasCapital” above.

Dividend Payments. Under Wisconsin banking law, FBB and FBB-Milwaulganerally may not pay dividends in excess of their
respective undivided profits, and if dividends @eetl and paid in either of the two immediately pdieg years exceeded net income for eithe
of those two years respectively, they may not deata pay any dividend in the current year thaeexis year-to-date net income. The current
dividends of any Kansas-chartered bank must befpatid undivided profits after deducting losseshé&oascertained by generally accepted
accounting principles at the time of making suchd#ind. The directors of Alterra may declare divide from the undivided profits, but before
the declaration of any dividend Alterra must transf5% of its net profits since the last precediivgdend to its surplus fund, until the surplus
fund equals the total capital stock.

The various bank regulatory agencies have authtariprohibit banks under their jurisdiction fromgaging in an unsafe or unsound
practice. Under certain circumstances, the paymwieatdividend by any of the Banks could be congdean unsafe or unsound practice. In the
event that: (i) the FDIC or the WDFI or OSBC ingeanminimum required levels of capital; (ii) thealchssets of the Bank increases
significantly; (iii) the income of the Bank decreassignificantly; or (iv) any
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combination of the foregoing occurs, then the badrdirectors of the Bank may decide or be requirgdhe FDIC or the WDFI or OSBC to
retain a greater portion of the Bank’s earningsreby reducing or eliminating dividends.

The payment of dividends by any financial institatis affected by the requirement to maintain adégjoapital pursuant to applicable
capital adequacy guidelines and regulations, divthacial institution generally is prohibited fropaying any dividends if, following payment
thereof, the institution would be undercapitalizedaddition, under the Basel Ill Rule, institutitihat seek the freedom to pay dividends will
have to maintain 2.5% in Common Equity Tier 1 htitable to the capital conservation buffer to baggtd in over three years beginning in
2016. See “The Increasing Regulatory Emphasis git&aabove.

Liquidity Requirements. Liquidity is a measure of the ability and ease witiich bank assets may be converted to cash. Lagsdts
are those that can be converted to cash quicklgefled to meet financial obligations. To remaimbieafinancial institutions must have enough
liquid assets to meet their near-term obligatieush as withdrawals by depositors. Because theabfotancial crisis was in part a liquidity
crisis, Basel Il also included a liquidity framexkahat requires financial institutions to meastireir liquidity against specific liquidity tests.
One test, referred to as the Liquidity CoveragadRaLCR”), is designed to ensure that the bankémdity has an adequate stock of
unencumbered high-quality liquid assets that caodmeerted easily and immediately in private magketo cash to meet liquidity needs for a
30-calendar day liquidity stress scenario. Therotagt, known as the Net Stable Funding Ratio (“R3Fis designed to promote more
medium- and long-term funding of the assets anigities of financial institutions over a one-yearizon. These tests provide an incentive for
banks and holding companies to increase their hgfdin Treasury securities and other sovereign a@glbtcomponent of assets, increase th
of long-term debt as a funding source and relytahls funding like core deposits (in lieu of brod@mdeposits).

In addition to liquidity guidelines already in paahe U.S. bank regulatory agencies implemented @R in September 2014, which
requires large financial firms to hold levels afuid assets sufficient to protect against condfsain their funding during times of financial
turmoil. While the LCR only applies to the largbsinking organizations in the country, certain elets@re expected to filter down to all
insured depository institutions. FBFS and the Baarksreviewing their liquidity risk management pas in light of the LCR and NSFR.

Insider Transactions. The Banks are subject to certain restrictions iregdsy federal law on “covered transactions” betwien
Banks and its “affiliates.” We are an affiliatethe Banks for purposes of these restrictions, avered transactions subject to the restrictions
include extensions of credit to us, investmentstnstock or other securities and the acceptanoam$tock or other securities as collateral for
loans made by the Banks. The Dodd-Frank Act entsatiheerequirements for certain transactions wifitiaes as of July 21, 2011, including
an expansion of the definition of “covered trangatt” and an increase in the amount of time foraktdollateral requirements regarding
covered transactions must be maintained.

Certain limitations and reporting requirementsas® placed on extensions of credit by the Bankstdirectors and officers, to our
directors and officers and our subsidiaries, toprincipal shareholders and to “related interestsSuch directors, officers and principal
shareholders. In addition, federal law and regoitetimay affect the terms upon which any personisaadirector or officer of FBFS or the
Banks, or a principal shareholder of FBFS, mayiolteedit from banks with which the Banks maintadnsorrespondent relationship.

Safety and Soundness Standards/Risk Management. The federal banking agencies have adopted guidelire establish operational
and managerial standards to promote the safetg@midness of federally insured depository instigi The guidelines set forth standards for
internal controls, information systems, internadiasystems, loan documentation, credit underwgitinterest rate exposure, asset growth,
compensation, fees and benefits, asset qualityearmings.

In general, the safety and soundness guidelinesibe the goals to be achieved in each area, asfdiestitution is responsible for
establishing its own procedures to achieve thosésgtf an institution fails to comply with any tife standards set forth in the guidelines, the
financial institution’s primary federal regulatoagnrequire the institution to submit a plan for i@eing and maintaining compliance. If a
financial institution fails to submit an acceptabtampliance plan, or fails in any material resgedmplement a compliance plan that has beer
accepted by its primary federal regulator, the l&gu is required to issue an order directing tisifution to cure the deficiency. Until the
deficiency cited in the regulator’s order is curtéha regulator may restrict the financial instibuls rate of growth, require the financial
institution to increase its capital, restrict tlages the institution pays on deposits or requiedrbtitution to take any action the regulator deem
appropriate under the circumstances. Noncomplianitethe standards established by the safety anddswess guidelines may also constitute
grounds for other enforcement action by the fedesak regulatory agencies, including cease andtdesiers and civil money penalty
assessments.
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During the past decade, the bank regulatory ageigee increasingly emphasized the importancewfdask management proces
and strong internal controls when evaluating theviéies of the financial institutions they supes&i Properly managing risks has been
identified as critical to the conduct of safe andred banking activities and has become even maperiiant as new technologies, product
innovation, and the size and speed of financialsiations have changed the nature of banking ngarkieé agencies have identified a spec
of risks facing a banking institution including,tinot limited to, credit, market, liquidity, opei@tal, legal, and reputational risk. In particular,
recent regulatory pronouncements have focused eratipnal risk, which arises from the potentialt inadequate information systems,
operational problems, breaches in internal contfadsid, or unforeseen catastrophes will resultriexpected losses. New products and
services, third-party risk management and cybersigare critical sources of operational risk tfinincial institutions are expected to address
in the current environment. The Banks are expeitddve active board and senior management ovérsigagquate policies, procedures, and
limits; adequate risk measurement, monitoring, @atagement information systems; and comprehensigmal controls.

Branching Authority . The Banks have the authority under Wisconsin anusks laws to establish branches anywhere in tbeieh
state, subject to receipt of all required regulatprovals.

Federal law permits state and national banks t@eneith banks in other states subject to: (i) ratprly approval; (ii) federal and state
deposit concentration limits; and (iii) state lamitations requiring the merging banks to have hieezxistence for a minimum period of time
(not to exceed five years) prior to the merger. @sblishment of new interstate branches or theisition of individual branches of a bank in
another state (rather than the acquisition of arobgtate bank in its entirety) has historicallelm permitted only in those states the laws of
which expressly authorize such expansion. HowetierDodd-Frank Act permits well-capitalized and iwehnaged banks to establish new
branches across state lines without these impedémen

Transaction Account Reserves. Federal Reserve regulations require insured depgsiistitutions to maintain reserves against their
transaction accounts (primarily NOW and regularckireg accounts). For 2015: the first $14.5 millmiotherwise reservable balances are
exempt from the reserve requirements; for transa@tcounts aggregating more than $14.5 milliop11@3.6 million, the reserve requirement
is 3% of total transaction accounts; and for resaction accounts in excess of $103.6 millionyéiserve requirement is $2.7 million plus 1
of the aggregate amount of total transaction adsouarexcess of $103.6 million. These reserve requents are subject to annual adjustme
the Federal Reserve.

Federal Home Loan Bank System. FBB and FBB-Milwaukee are members of the Federahkelboan Bank of Chicago and Alterra is
a member of the Federal Home Loan Bank of Topetite@ively, the “FHLB”), which serve as centrakdit facilities for their members. The
FHLB is funded primarily from proceeds from theesaf obligations of the FHLB system. They make kbammember banks in the form of
FHLB advances. All advances from the FHLB are respito be fully collateralized as determined by Fi_B.

Community Reinvestment Act Requirements. The Community Reinvestment Act requires each Bartlave a continuing and
affirmative obligation in a safe and sound manoérdlp meet the credit needs of its entire commuiitiuding low- and moderate-income
neighborhoods. Federal regulators regularly asssss Bank’s record of meeting the credit needtsafammunities. Applications for
additional acquisitions would be affected by thaleation of the Banks’ effectiveness in meetingdtsnmunity Reinvestment Act
requirements.

Anti-Money Laundering. The Uniting and Strengthening America by Providikgpropriate Tools Required to Intercept and Obstruc
Terrorism Act of 2001 (the “Patriot Act”) is desigghto deny terrorists and criminals the abilityphgain access to the U.S. financial system ar
has significant implications for depository instituns, brokers, dealers and other businesses iegiatvthe transfer of money. The Patriot Act
mandates financial services companies to haveipsland procedures with respect to measures desigraeldress any or all of the following
matters: (i) customer identification programs; Kipney laundering; (iii) terrorist financing; (iildentifying and reporting suspicious activities
and currency transactions; (v) currency crimes;@&jccooperation between financial institutiongldaw enforcement authorities.

Concentrations in Commercial Real Estate. Concentration risk exists when financial institasadeploy too many assets to any one
industry or segment. Concentration stemming fromrmoercial real estate is one area of regulatory @mdc he interagency Concentrations in
Commercial Real Estate Lending, Sound Risk ManageReactices guidance (“CRE Guidance”) providessupory criteria, including the
following numerical indicators, to assist bank exaans in identifying banks with potentially sigriéint commercial real estate loan
concentrations that may warrant greater supervisomytiny: (i) commercial real estate loans exaeg@&00% of capital and increasing 50% or
more in the preceding three years; or (ii) constoacand land development loans exceeding 100%ypital. The CRE Guidance does not limit
bank levels of commercial real estate lending &asy but rather guides institutions in developiiglk management practices and levels of
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capital that are commensurate with the level ardreaf their commercial real estate concentratigvis do not expect the CRE Guidance to
adversely affect our operations or our ability xe@ute our growth strategy.

Consumer Financial Services

The historical structure of federal consumer priddacregulation applicable to all providers of canser financial products and
services changed significantly on July 21, 201lemvthe CFPB commenced operations to superviserdaotte consumer protection laws. The
CFPB has broad rulemaking authority for a wide eaofjconsumer protection laws that apply to alMpiers of consumer products and
services, including the Banks, as well as the aittht prohibit “unfair, deceptive or abusive” aand practices. The CFPB has examination
and enforcement authority over providers with nmtban $10 billion in assets. Banks and savingstirtgins with $10 billion or less in assets,
like the Banks, will continue to be examined byitla@plicable bank regulators.

Because abuses in connection with residential rageg were a significant factor contributing tofihancial crisis, many new rules
issued by the CFPB and required by the Dodd-Frastkaddress mortgage and mortgage-related prodbeisunderwriting, origination,
servicing and sales. The Dodd-Frank Act signifisaekpanded underwriting requirements applicabléms secured by 1-4 family residential
real property and augmented federal law combatiedaiory lending practices. In addition to numerdisslosure requirements, the Dodd-
Frank Act imposed new standards for mortgage loginations on all lenders, including banks andisgs associations, in an effort to stron
encourage lenders to verify a borrower’s abilitygpay, while also establishing a presumption afijgiiance for certain “qualified mortgages.”
In addition, the Dodd-Frank Act generally requitedders or securitizers to retain an economic &stein the credit risk relating to loans that
the lender sells, and other asdrtcked securities that the securitizer issuebgifdans do not comply with the ability-to-repagratards
described below. The risk retention requiremenegally is 5%, but could be increased or decreaga@dulation. Due to our limited consun
mortgage portfolio, we do not currently expect thpeovisions to have a significant impact on owrations; however, additional compliance
resources will be needed to monitor changes.

Additional Constraints on FBFS and the Banks

Monetary Policy. The monetary policy of the Federal Reserve hagrafiant effect on the operating results of finahor bank
holding companies and their subsidiaries. Amondaloés available to the Federal Reserve to affeetioney supply are open market
transactions in U.S. government securities, chairgége discount rate on member bank borrowingsdrashges in reserve requirements ag
member bank deposits. These means are used imgaymbinations to influence overall growth andribsition of bank loans, investments
and deposits, and their use may affect interessrettarged on loans or paid on deposits.

The Volcker Rule. In addition to other implications of the Dodd-Frahét discussed above, the Act amended the BHCA&daire the
federal regulatory agencies to adopt rules thatipibbanking entities and their affiliates fromgaging in proprietary trading and investing in
and sponsoring certain unregistered investment eoiep (defined as hedge funds and private equitgsiu This statutory provision is
commonly called the “Volcker Rule.” On December 2013, the federal regulatory agencies issued firlas to implement the prohibitions
required by the Volcker Rule. Thereafter, in reactio industry concern over the adverse impacbtoraunity banks of the treatment of certain
collateralized debt instruments in the final rubes federal regulatory agencies approved an inténiah rule to permit financial institutions to
retain interests in collateralized debt obligatibasked primarily by trust preferred securitiesr((fS CDOs”¥rom the investment prohibitior
contained in the final rule. Under the interim finale, the regulatory agencies permitted the t&erof an interest in or sponsorship of cove
funds by banking entities if the following qualifitons were met: (i) the TruPS CDO was established,the interest was issued, before May
19, 2010; (ii) the banking entity reasonably betiethat the offering proceeds received by the TIOPS were invested primarily in qualifyir
TruPS collateral; and (jii) the banking entity'seirest in the TruPS CDO was acquired on or bef@eebhber 10, 2013. This amendment
impacted us favorably as an issuer of TruPS CDOs.

Although the Volcker Rule has significant implieats for many large financial institutions, we da aorrently anticipate that it will
have a material effect on our operations or ongladghe Banks. We may incur costs if we are rexuio adopt additional policies and system:
to ensure compliance with certain provisions of\aécker Rule, but any such costs are not expettdd material. Until the application of the
final rules is fully understood, the precise finehémpact of the rule on us, the Banks, our chemt the financial industry more generally,
cannot be determined.
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Item 1A. Risk Factors

You should carefully read and consider the follayvitsks and uncertainties. We may encounter risksldition to those described
below, including risks and uncertainties not cutlgeknown to us or that we currently deem to be aenial. The risks described below, as\
as such additional risks and uncertainties, mayingr materially and adversely affect our businessults of operations and financial
condition.

Risks Related to Our Business

If we do not effectively manage our credit risk, we may experience increased levels of delinquencies, nonperforming loans, and
charge-offs, which would require increasesin our provision for loan and lease losses.

There are risks inherent in making any loan ordeacluding risks inherent in dealing with indival borrowers, risks of nonpayme
risks resulting from uncertainties as to the futumiie of collateral and cash flows available tvise debt and risks resulting from changes in
economic and market conditions. We cannot assuwighat our credit risk approval and monitoring paares will identify all of these credit
risks, and they cannot be expected to completétyirgte our credit risks. If the overall economiienate in the United States, generally, or oul
market areas, specifically, deteriorates, our beers may experience difficulties in repaying tHeans and leases, and the level of
nonperforming loans and leases, charge-offs andgieincies could rise and require increases iptbeision for loan and lease losses, which
would cause our net income and return on equitletrease.

Our allowance for loan and lease losses may not be adequate to cover actual losses.

We establish our allowance for loan and lease faad maintain it at a level considered appropbgtmanagement based on an
analysis of our portfolio and market environmerteTllowance for loan and lease losses represanesstimate of probable losses inherent in
the portfolio at each balance sheet date and edoagon relevant information available to us. Tlh@aance contains provisions for probable
losses that have been identified relating to sexafationships, as well as probable losses inttéreour loan and lease portfolio that are not
specifically identified. Additions to the allowantar loan and lease losses, which are chargedrtonggs through the provision for loan and
lease losses, are determined based on a variégtofs, including an analysis of our loan anddeaartfolio by segment, historical loss
experience and an evaluation of current economiditions in our market areas. The actual amoutaarf and lease losses is affected by
changes in economic, operating and other conditiatisn our markets, which may be beyond our cdnttod such losses may exceed curren
estimates.

At December 31, 2014 , our allowance for loan aabé losses as a percentage of total loans ams lwas 1.12% and as a percentag
of total nonperforming loans and leases was 146.8%hough management believes that the allowaocéofin and lease losses is appropriate
we may be required to take additional provisiorddeses in the future to further supplement th@nance, either due to management’s
decision, based on credit conditions, or requirdsby our banking regulators. In addition, bankufetpry agencies will periodically review
our allowance for loan and lease losses and thes\attributed to non-accrual loans or to propesisguired through foreclosure. Such
regulatory agencies may require us to adjust otargenation of the value for these items. Any siigaint increases to the allowance for loan
and lease losses may materially decrease our cehiz, which may adversely affect our businessnfiied condition and results of operations.

A significant portion of our loan and lease portfolio is comprised of commercial real estate loans, which involve risks specific to real
estate values and thereal estate marketsin general.

At December 31, 2014 we had $811.8 million of comuia real estate loans, which represented 63.3%upfotal loan and lease
portfolio. Because payments on such loans are ofépendent on the successful operation or developofi¢he property or business involved,
repayment of such loans is often more sensitive tther types of loans to adverse conditions irréa¢ estate market or the general economy
which are outside the borrower’s control. In themvhat the cash flow from the property is redutlee borrower’s ability to repay the loan
could be negatively impacted. The deteriorationraé or a few of these loans could cause a matedadase in our level of nonperforming
loans, which would result in a loss of revenue fitbese loans and could result in an increase ipiésion for loan and lease losses and an
increase in charge-offs, all of which could haveaterial adverse impact on our net income. Additilyn many of these loans have real estate
as a primary or secondary component of collat@tat. market value of real estate can fluctuate Sagmitly in a short period of time as a result
of economic conditions. Adverse developments afigateal estate values in one or more of our mar&etlld impact collateral coverage
associated with the commercial real estate segofanir portfolio, possibly leading to increasedafe reserves or charge-offs, which would
adversely affect profitability.
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A large portion of our loan and lease portfolio is comprised of commercial loans secured by various business assets, the
deterioration in value of which could increase our exposure to future probable losses.

At December 31, 2014 , approximately 32.5% , or6b4 nillion , of our loan and lease portfolio wasrprised of commercial loans
to businesses collateralized by general businestsamcluding accounts receivable, inventory, @qupment. Our commercial loans are
typically larger in amount than loans to individeahsumers and, therefore, have the potentiabfgel losses on an individual loan basis.
Additionally, asset-based borrowers are usualylyigeveraged and/or have inconsistent historieahimgs. Significant adverse changes in
various industries could cause rapid declines Inasand collectability associated with those bessrassets resulting in inadequate collateral
coverage that may expose us to future losses. érase in specific reserves and charge-offs mag hawaterial adverse impact on our result:
of operations.

Nonperforming assets take significant time to resolve and adversely affect our results of operations and financial condition, and
could result in further lossesin the future.

At December 31, 2014 , our nonperforming loandéoit$9.8 million , or 0.76% of our gross loan aedde portfolio, and our
nonperforming assets (which include nonperformoank and foreclosed properties) totaled $11.5anillior 0.70% of total assets.

Our nonperforming assets adversely affect ourmmire in various ways. We do not record interastrime on non-accrual loans or
foreclosed properties, thereby adversely affeatimgnet income and returns on assets and equiygasing our loan administration costs and
adversely affecting our efficiency ratio. When \ake collateral in foreclosure and similar procegdjrwe are required to mark the collateral tc
its then net realizable value, less estimatedmngplibsts, which may result in a loss. These noopmifg loans and foreclosed properties also
increase our risk profile and the capital our ratpris believe is appropriate in light of such riskise resolution of nonperforming assets
requires significant time commitments from managenaad can be detrimental to the performance of tiker responsibilities. If we
experience increases in nonperforming loans angerforming assets, our net interest income mayegatively impacted and our loan
administration costs could increase, each of whakld have an adverse effect on our net incomeelatked ratios, such as return on assets
equity.

Real estate construction and land development loans are based upon estimates of costs and values associated with the completed
project. These estimates may be inaccurate, and we may be exposed to significant losses on loans for these projects.

Real estate construction and land development loamprised approximately 9.5% of our gross loanlaade portfolio as of
December 31, 2014 , and such lending involves it risks because funds are advanced upon therapleted value of the project, whict
uncertain prior to its completion, and costs mageexi realizable values in declining real estatketar Because of the uncertainties inhere
estimating construction costs and the realizablketaralue of the completed project and the effe€governmental regulation of real
property, it is relatively difficult to evaluate @arately the total funds required to complete ggmtoand the related loan-to-value ratio. As a
result, construction loans often involve the disiement of substantial funds with repayment depandepart, on the success of the ultimate
project and the ability of the borrower to sellesse the property, rather than the ability ofiberower or guarantor to repay principal and
interest. If the appraisal of the completed progeealue proves to be overstated or market valugsrdal rates decline, we may have
inadequate security for the repayment of the Iqgaonicompletion of construction of the project. Eare forced to foreclose on a project prior
to or at completion due to a default, we may noalble to recover all of the unpaid balance of, acctued interest on, the loan and may incur
related foreclosure and holding costs. In additwea may be required to fund additional amountsotmlete the project and may have to hold
the property for an unspecified period of time while attempt to dispose of it.

Our business may be adversely affected by conditionsin the financial markets and economic conditions generally.

Our operations and profitability are impacted bperal business and economic conditions in the drtiates and, to some extent,
abroad. These conditions include short-term angd-tenm interest rates, inflation, money supplyjtEal issues, legislative and regulatory
changes, fluctuations in both debt and equity nmtarkwoad trends in industry and finance, the gtiteonf the United States economy, and
uncertainty in financial markets globally relatitegthe financial crises in the European Union alsdwehere, all of which are beyond our
control. A deterioration in economic conditions lwbresult in an increase in loan delinquencies rmowperforming assets, decreases in loan
collateral values, and a decrease in demand fopimatucts and services, among other things, amyhath could have a material adverse
impact on our financial condition and results oégiions.
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Our businessis concentrated in and largely dependent upon the continued growth and welfare of the general geographical markets
in which we operate.

Our operations are heavily concentrated in thelS@eintral region of Wisconsin and to a lesser extenSoutheastern and
Northeastern regions of Wisconsin and the greasersis City area and, as a result, our financialition, results of operations and cash flc
are significantly impacted by changes in the ecdanawonditions in those areas. Our success deperalsignificant extent upon the business
activity, population, income levels, deposits aadl estate activity in these markets. Althoughadents’ business and financial interests may
extend well beyond these market areas, advers@etorconditions that affect these market areasccreduce our growth rate, affect the
ability of our clients to repay their loans to affect the value of collateral underlying loans geaerally affect our financial condition and
results of operations. Because of our geographicemration, we are less able than other regionahational financial institutions to diversify
our credit risks across multiple markets. Althouighgeneral, the economy and real estate marketpgeate in were not affected as severely a
some other areas of the United States during talectying economic environment of recent yearsy #ire not immune to challenging
economic conditions that affect the United Statesworld economies.

Our financial condition and results of operations could be negatively affected if we fail to effectively execute our strategic plan or
manage the growth called for in our strategic plan.

Among other things, our strategic plan currentlyscir maintaining strong asset quality while wentinue to grow, generating in-
market core deposits to improve our net interesgimand increasing fee income. Our ability to @ase profitability in accordance with this
plan will depend on a variety of factors includihg identification of desirable business opporiasjtcompetitive responses from financial
institutions in our market areas and our abilityrtanage liquidity and funding sources. While wadwe we have the management resources
and internal systems in place to successfully eeegur strategic plan, we cannot guarantee thatrtymities will be available and that the
strategic plan will be successful or effectivelyeented.

Although we do not have any current definitive glam do so, in implementing our strategic plan vaymxpand into additional
communities or attempt to strengthen our positioaudr current markets through opportunistic actjoiss of similar or complementary
financial services organizations. To the extent #@open new offices or undertake acquisitionsareelikely to experience the effects of
higher operating expenses relative to operatingnmefrom the new operations, which may have anradweffect on our levels of reported net
income, return on average equity and return onameesassets. Other effects of engaging in such brsirdtegies may include potential
diversion of our management’s time and attenticth@gneral disruption to our business.

To the extent that we grow through additional afapenings, including our recent acquisition oeftd, we cannot assure you that
will be able to adequately and profitably managds ¢inowth. Acquiring other banks and businessekimiblve similar risks to those commor
associated with branching, but may also involvetaithl risks, including potential exposure to unkm or contingent liabilities of banks and
businesses we acquire and exposure to potentit gisality issues of the acquired bank or relateginess.

Monetary policies and regulations of the Federal Reserve could adversely affect our business, financial condition and results of
operations.

In addition to being affected by general econonoicditions, our earnings and growth are affectethieypolicies of the Federal
Reserve. An important function of the Federal Resés to regulate the money supply and credit dimrdi. Among the instruments used by
Federal Reserve to implement these objectivesaar market operations in U.S. government securgigisistments of the discount rate and
changes in reserve requirements against bank depdkese instruments are used in varying comlminatio influence overall economic
growth and the distribution of credit, bank loaingestments and deposits. Their use also affetasast rates charged on loans or paid on
deposits.

The monetary policies and regulations of the Fddeeaerve have had a significant effect on the atpeg results of commercial ban

in the past and are expected to continue to da Huei future. The effects of such policies upontmsiness, financial condition and results of
operations cannot be predicted.
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We operatein a highly regulated industry and the laws and regulations that govern our operations, corporate governance, executive
compensation and accounting principles, or changesin them, or our failure to comply with them, may adversely affect us.

We are subject to extensive regulation and sugervibat govern almost all aspects of our operatitmended to protect clients, th
laws and regulations, among other matters, presenipimum capital requirements, impose limitationsour business activities, limit the
dividends or distributions that we can pay, resthe ability of institutions to guarantee our dahtl impose certain specific accounting
requirements that may be more restrictive and raaylt in greater or earlier charges to earningeductions in our capital than generally
accepted accounting principles. Compliance withslawd regulations can be difficult and costly andnges to laws and regulations often
impose additional compliance costs. Further, ollurato comply with these laws and regulationgreif the failure was inadvertent or reflects
a difference in interpretation, could subject usastrictions on our business activities, fines atieer penalties, any of which could adversely
affect our results of operations, capital basethadrice of our securities.

Recent legidlative and regulatory reforms applicable to the financial services industry may have a significant impact on our
business, financial condition and results of operations.

The laws, regulations, rules, policies and regwaitaterpretations governing us are constantly engl and may change significantly
over time as Congress and various regulatory agemenct to adverse economic conditions or othééensaThe global financial crisis of 2008-
09 served as a catalyst for a number of significhanges in the financial services industry, inclgdhe Dodd-Frank Act, which reformed the
regulation of financial institutions in a comprebim manner, and the Basel Il regulatory capigédmms, which will increase both the amount
and quality of capital that financial institutiomaist hold.

The Dodd-Frank Act, together with the regulatioeseloped and to be developed thereunder, affagts End small financial
institutions alike, including several provisionatlimpact how community banks, thrifts and smatikband thrift holding companies will
operate in the future. Among other things, the DBdahk Act changes the base for FDIC insurancesassents to a bank’s average
consolidated total assets minus average tangihiigyegather than its deposit base, permanentiesathe current standard deposit insurance
limit to $250,000, and expands the FDIC’s authatdtyaise the premiums we pay for deposit insurafbe legislation allows financial
institutions to pay interest on business checkigpants, contains provisions on mortgage-relatetiemsa(such as steering incentives,
determinations as to a borrower’s ability to repag prepayment penalties) and establishes the @BRIB independent entity within the
Federal Reserve. This entity has broad rulemalsmgervisory and enforcement authority over consuimancial products and services,
including deposit products, residential mortgadpesne-equity loans and credit cards. Moreover, thddFrank Act includes provisions that
affect corporate governance and executive compensai all publicly traded companies.

In addition, in July 2013, the U.S. federal bankighorities approved the implementation of theeBHs Rule. The Basel Ill Rule is
applicable to all U.S. banks that are subject toimmiim capital requirements as well as to bank awthg and loan holding companies, other
than “small bank holding companies” (generally baokding companies with consolidated assets oftlees $1 billion). The Basel Il Rule
became effective on January 1, 2015 with a phagediiod through January 1, 2019 for many of thenges.

The Basel 11l Rule not only increased most of thguired minimum regulatory capital ratios, it irdozed a new Common Equity
Tier 1 Capital ratio and the concept of a capitaiservation buffer. The Basel 11l Rule also expahtie current definition of capital by
establishing additional criteria that capital instients must meet to be considered Additional Ti€afital (i.e., Tier 1 Capital in addition to
Common Equity) and Tier 2 Capital. A number of instents that now generally qualify as Tier 1 Cdpitil not qualify or their qualification:
will change when the Basel Il Rule is fully implemted. However, the Basel Ill Rule permits banlonganizations with less than $15 billion
in assets to retain, through a one-time electioa gixisting treatment for accumulated other congmsive income, which currently does not
affect regulatory capital. The Basel Il Rule haaimtained the general structure of the current ptacorrective action thresholds while
incorporating the increased requirements, includigCommon Equity Tier 1 Capital ratio. In ordeibe a “well-capitalized” depository
institution under the new regime, an institutiongtnonaintain a Common Equity Tier 1 Capital ratic®% or more, a Tier 1 Capital ratio of
8% or more, a Total Capital ratio of 10% or mom] a leverage ratio of 5% or more. Institutions talso maintain a capital conservation
buffer consisting of Common Equity Tier 1 Capital.

Although we believe we are currently in compliamgth the Basel Il Rule, implementation of theseyisions, as well as any other
aspects of current or proposed regulatory or latji changes to laws applicable to the financidustry, will impact the profitability of our
business activities and may change certain of asiness practices, including the ability to offemnproducts, obtain financing, attract
deposits, make loans, and achieve satisfactoryeisitepreads, and could expose
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us to additional costs, including increased conmgkéacosts. These changes also may require usdstisignificant management attention and
resources to make any necessary changes to operatiorder to comply, and could therefore alsoemalty and adversely affect our business
financial condition and results of operations. @anagement has been actively reviewing and mongdtie implementation of these
provisions, many of which are to be phased-in tvemext several months and years, and assessimgdbable impact on our operations.
However, although we believe we are currently impbance with these provisions, the ultimate effgfdthese changes on the financial sen
industry in general, and us in particular, is utaiarat this time.

We face a risk of noncompliance and enforcement action with the Bank Secrecy Act and other anti-money laundering statutes and
regulations.

The Bank Secrecy Act, the Patriot Act and otherslawd regulations require financial institutiomaoag other duties, to institute and
maintain effective anti-money laundering programd file suspicious activity and currency transattieports as appropriate. The Financial
Crimes Enforcement Network, established by Treasmugdminister the Bank Secrecy Act, is authoriwenpose significant civil money
penalties for violations of those requirements hasl recently engaged in coordinated enforcemeaitefivith the individual federal banking
regulators, as well as the U.S. Department of deisbrug Enforcement Administration and Internal&®wie Service. There is also increased
scrutiny of compliance with the rules enforced hg Office of Financial Crimes Enforcement Netwdfkderal and state bank regulators also
focus on compliance with Bank Secrecy Act and ardirey laundering regulations.

If our policies, procedures and systems are deataficient or the policies, procedures and systeftiseofinancial institutions that we
have already acquired or may acquire in the futmeedeficient, we would be subject to liability¢clnding fines and regulatory actions such as
restrictions on our ability to pay dividends and tiecessity to obtain regulatory approvals to prdaeith certain aspects of our business plan
which would negatively impact our financial conditiand results of operations. Failure to maintaith immplement adequate programs to
combat money laundering and terrorist financingld@d@lso have serious reputational consequencassfor

We are periodically subject to examination and scrutiny by a number of banking agencies and, depending upon the findings and
determinations of these agencies, we may be required to make adjustmentsto our businessthat could adversely affect us.

Federal and state banking agencies periodicalldectrexaminations of our business, including coarpe with applicable laws and
regulations. If, as a result of an examinatioredefal banking agency was to determine that ttenéiral condition, capital resources, asset
quality, asset concentration, earnings prospeasagement, liquidity, sensitivity to market riskather aspects of any of our operations has
become unsatisfactory, or that we or our managementviolation of any law or regulation, it couldke a number of different remedial acti
as it deems appropriate. These actions includpdher to enjoin “unsafe or unsound” practices gnuire affirmative actions to correct any
conditions resulting from any violation or practite issue an administrative order that can becjatly enforced, to direct an increase in our
capital, to restrict our growth, to change the assmposition of our portfolio or balance sheetassess civil monetary penalties against our
officers or directors, to remove officers and dioes and, if it is concluded that such conditioaamot be corrected or there is an imminent risk
of loss to depositors, to terminate our depositriasce. If we become subject to such regulatorpagt our business, results of operations anc
reputation may be negatively impacted.

Liquidity risks could affect operations and jeopardize our business, financial condition, and results of operations.

Our ability to implement our business strategy dépend on our liquidity and ability to obtain fumg for loan originations, working
capital and other general purposes. An inabilityaiee funds through deposits, borrowings, the sfileans and other sources could have a
substantial negative effect on our liquidity. Oueferred source of funds consists of customer depeghich we supplement with other sour
such as wholesale deposits made up of brokeredsidefamd deposits gathered through internet listergices. Such account and deposit
balances can decrease when clients perceive dltermavestments as providing a better risk/retuadleoff. If clients move money out of bank
deposits and into other investments, we may inereas utilization of wholesale deposits, FHLB adwesand other wholesale funding source
necessary to fund desired growth levels. Becawesetfunds generally are more sensitive to inteadstchanges than our in-market deposits,
they are more likely to move to the highest ratailable. In addition, the use of brokered depasithout regulatory approval is limited to
banks that are “well capitalized” according to region. If the Banks are unable to maintain theipital levels at “well capitalized” minimums,
we could lose a significant source of funding, vihieould force us to utilize different wholesale @limg or potentially sell assets at a time w
pricing may be unfavorable, increasing our fundingts and reducing our net interest income anthneme.
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Our access to funding sources in amounts adequéiteahce or capitalize our activities or on tertimat are acceptable to us could be
impaired by factors that affect us directly or fimancial services industry or economy in genesath as disruptions in the financial markets o
negative views and expectations about the prosperctse financial services industry. Regional @edmunity banks generally have less
access to the capital markets than do nationabapdr-regional banks because of their smallerasigklimited analyst coverage. During
periods of economic turmoil or decline, the finacervices industry and the credit markets gelyenzy be materially and adversely affected
by declines in asset values and by diminisheddiityii As demonstrated by the recent financial srishder such circumstances the liquidity
issues are often particularly acute for regional eemmunity banks, as larger financial institutiomsy curtail their lending to regional and
community banks to reduce their exposure to thes id other banks. Correspondent lenders may aldoce or even eliminate federal funds
lines for their correspondent clients in difficaltonomic times.

As a result, we rely on our ability to generateasts and effectively manage the repayment andnityaschedules of our loans and
investment securities, respectively, to ensurewlgahave adequate liquidity to fund our operatidasy decline in available funding could
adversely impact our ability to originate loanjgst in securities, meet our expenses, pay divislémadur shareholders or fulfill obligations
such as repaying our borrowings or meeting depaidrawal demands, any of which could have a nietadverse impact on our liquidity,
business, financial condition and results of openast

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

Our success has been and will be greatly influebgsaur continuing ability to retain the servicdsoar existing senior management
and, if we expand, to attract and retain additianallified senior and middle management. The ueebtgal loss of key management personnel
or the inability to recruit and retain qualifiedrpennel in the future could have an adverse effieaiur business and financial results. In
addition, our failure to develop and/or maintainediective succession plan will impede our abitiyquickly and effectively react to
unexpected loss of key management and in turn raag hn adverse effect on our business.

On February 20, 2014, Mr. James F. Ropella, ourob&fice President and Chief Financial Officer annoed his plans to retire from
his position during the fourth quarter of 2014. . Ropella’s successor, David A. Papritz, was nam&keptember 2014 and subsequently
resigned in January 2015. Mr. Ropella agreed taydeis retirement and fill the position of Chieh&ncial Officer as we conduct a thorough
search for Mr. Papritz's replacement, and we gudie establishing a longer-term consulting arraregegwith Mr. Ropella following his
retirement. There can be no guarantee that wdindla suitable successor by the fourth quarte2if5. Additionally, the search for a
successor will require time and focus from our senmianagement and board of directors, which cofiétour business if we fail to pursue
other beneficial opportunities due to the demarid®nducting such a search.

I nterest rate shifts may reduce net interest income and otherwise negatively impact our financial condition and results of operations.

Shifts in short-term interest rates may reducdntetest income, which is the principal compondniwr earnings. Net interest income
is the difference between the amounts receivedshynuour interest-earning assets and the inteagdtyy us on our interest-bearing liabilities.
In certain scenarios, when interest rates riserdtesof interest we pay on our liabilities mayerimore quickly than the rate of interest that we
receive on our interest-bearing assets, which coalge our profits to decrease. However, the sireicf our balance sheet and resultant
sensitivity to interest rates in various scenamag change in the future.

Additionally, interest rate increases often resularger payment requirements for our borrowetsiclvincreases the potential for
default. At the same time, the marketability of eriging collateral may be adversely affected by eeduced demand resulting from higher
interest rates. In a declining interest rate emritent, there may be an increase in prepaymentsrtairtloans as borrowers refinance at lower
rates.

Changes in interest rates also can affect the \@fli@ans. An increase in interest rates that axblgraffects the ability of borrowers to
pay the principal or interest on loans may leadrtancrease in nonperforming assets and a reduatimtome recognized, which could have a
material adverse effect on our results of operatamd cash flows. Further, when we place a loamooraccrual status, we reverse any accrue
but unpaid interest receivable, which decreasesdst income. Subsequently, we continue to hawestate fund the loan, which is reflected as
interest expense, without any interest income teetthe associated funding expense. Thus, andsern@ the amount of nonperforming assets
would have an adverse impact on net interest income
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Rising interest rates may also result in a dedlinealue of our fixed-rate debt securities. Theaatized losses resulting from holding
these securities would be recognized in other cehmmsive income and reduce total stockhold=gsity. If debt securities in an unrealized
position are sold, such losses become realizedvilheduce our regulatory capital ratios.

The risk of net interest margin compression isdgfty heightened during prolonged periods of lowrstterm interest rates, such as
that which the financial service industry has begperiencing in recent years and is expected ttragnto face in the near future. This may
have a material adverse effect on our net inténesime and our results of operations.

We could recognize losses on securities held in our securities portfolio, particularly if interest ratesincrease or economic and
market conditions deteriorate.

As of December 31, 2014 , the fair value of ouusigies portfolio was approximately $186.4 milliofractors beyond our control can
significantly influence the fair value of securgti our portfolio and can cause potential advehsmges to the fair value of these securities
example, fixed-rate securities acquired by us areglly subject to decreases in market value witenest rates rise. Additional factors
include, but are not limited to, rating agency dgvates of the securities, defaults by the issu@rdividual mortgagors with respect to the
underlying securities, and instability in the ctadarkets. Any of the foregoing factors could cao®r-than-temporary impairment in future
periods and result in realized losses. The praoessetermining whether impairment is other-thamyperary usually requires difficult,
subjective judgments about the future financiafgrenance of the issuer and any collateral undeglyite security in order to assess the
probability of receiving all contractual principahd interest payments on the security. Becausbasfging economic and market conditions
affecting interest rates, the financial conditidnissuers of the securities and the performandbefinderlying collateral, we may recognize
realized and/or unrealized losses in future periadiich could have an adverse effect on our fir@nmndition and results of operations.

The Company is a bank holding company and its sources of funds necessary to meet its obligations are limited.

The Company is a bank holding company, and itsaijmers are primarily conducted by the Banks, whitdh subject to significant
federal and state regulation. Cash available todpagends to our shareholders, pay our obligatemd meet our debt service requirements is
derived primarily from our existing cash flow soes¢ our third party line of credit, dividends reeal from the Banks, or a combination
thereof. Future dividend payments by the Banksstwill require generation of future earnings by Banks and are subject to certain
regulatory guidelines. If the Banks are unableayp gividends to us, we may not have the resounceagh flow to pay or meet all of our
obligations.

Competition from other financial institutions could adversely affect our profitability.

We encounter heavy competition in attracting conuiaétoan, equipment finance and deposit cliente@lb as trust and investment
clients. We believe the principal factors thatased to attract quality clients and distinguish financial institution from another include
value-added relationships, interest rates and odtesturn, types of accounts, service fees, fidigghand quality of service.

Our competition includes banks, savings institigianortgage banking companies, credit unions, iea@mpanies, equipment
finance companies, mutual funds, insurance compahiekerage firms and investment banking firms.al¢e compete with regional and
national financial institutions that have a substpresence in our market areas, many of whicle fimeater liquidity, higher lending limits,
greater access to capital, more established meg&egnition and more resources and collective égpee than we do. In addition, some larger
financial institutions that have not historicallyrapeted with us directly have substantial exceggdity and have sought, and may continue to
seek, smaller lending relationships in our targetkats. Furthermore, tax-exempt credit unions dparamost of our market areas and
aggressively price their products and serviceslamge portion of the market. Finally, technologshalso lowered the barriers to entry and
made it possible for non-banks to offer products services we have traditionally offered, suchwtsmatic funds transfer and automatic
payment systems. Our profitability depends, in,pgsbn our ability to successfully maintain andréase market share.

We may be adversely affected by the soundness of other financial institutions.

Financial services institutions are interrelate@d assult of trading, clearing, counterparty, dvestrelationships. We have exposure to
many different industries and counterparties andimely execute transactions with counterpartieth@financial services industry, including
commercial banks, brokers and dealers, investmamkd) and other institutional clients. Many of gnéisinsactions expose us to credit risk in
the event of a default by a counterparty or cliémy such losses could have a material adverseteffeour financial condition and results of
operations.

24




Table of Contents
Our framework for managing risks may not be effective in mitigating risk and lossto us.

Our risk management framework seeks to mitigatearisl loss to us. We have established processesraceldures intended to
identify, measure, monitor, report and analyzetyipes of risk to which we are subject, includirguidity risk, credit risk, market risk, interest
rate risk, operational risk, compensation riskaleand compliance risk, and reputational risk, agnothers. However, as with any risk
management framework, there are inherent limitattonour risk management strategies as there miaty exdevelop in the future, risks that
we have not appropriately anticipated or identifi@dr ability to successfully identify and managgks facing us is an important factor that car
significantly impact our results. If our risk mamagent framework proves ineffective, we could suffeexpected losses and could be mate
adversely affected.

We are subject to certain operational risks, including, but not limited to, clients or employee fraud and data processing system
failuresand errors.

Employee errors and employee and client miscondtududing the improper disclosure or use of clierfibormation, could subject us
to financial losses or regulatory sanctions antasly harm our reputation. Misconduct by our emyples could include hiding unauthorized
activities from us, improper or unauthorized atids on behalf of our clients or improper use aif@ential information. It is not always
possible to prevent employee errors and misconduactthe precautions we take to prevent and detiscactivity may not be effective in all
cases. Employee errors or misconduct could alsigsubs to financial claims for negligence.

We maintain a system of internal controls and iasuoe coverage to mitigate our operational riskdutfing data processing system
failures and errors and client or employee fratidut internal controls fail to prevent or detent@ccurrence, or if any resulting loss is not
insured or exceeds applicable insurance limitspuid have a material adverse effect on our busjrig®ncial condition and results of
operations.

If we are unable to keep pace with technological advancesin our industry, our ability to attract and retain clients could be adversely
affected.

The banking industry is constantly subject to tedbgical changes with frequent introductions of rneashnology-driven products and
services. In addition to better serving clients, ¢ffective use of technology increases our efficjeand enables us to reduce costs. Our future
success will depend in part on our ability to addrhe needs of our clients by using technologydwide products and services that will
satisfy client demands for convenience as wellreate additional efficiencies in our operationsiinber of our competitors have substant
greater resources to invest in technological impnoents, as well as significant economies of sddlere can be no assurance that we will be
able to implement and offer new technolatyyven products and services to our clients. Iffaieto do so, our ability to attract and retaireaks
may be adversely affected.

Our information systems may experience an interruption or breach in security and cyber-attacks, all if which could have a material
adver se effect on our business.

The Corporation relies heavily on internal and outsed technologies, communications, and informeagigstems to conduct its
business. Additionally, in the normal course a$ibess, the Corporation collects, processes aathsesensitive and confidential information
regarding our customers. As our reliance on tedgyhas increased, so have the potential risks@dtanology-related operation interruption
(such as disruptions in our customer relationshipagement, general ledger, deposit, loan, or systems) or the occurrence of a cyber-
attacks (such as unauthorized access to our systarhese risks have increased for all financiatitations as new technologies, the use of the
Internet and telecommunications technologies (oficlg mobile devices) to conduct financial and othesiness transactions have increased,
and the sophistication and activities of organizeche, perpetrators of fraud, hackers, terrorists athers have increased. In addition to cyber
attacks or other security breaches involving tledttbf sensitive and confidential information, hackrecently have engaged in attacks agains
large financial institutions, particularly denidlservice attacks, that are designed to disrupttkesiness services, such as customer-facing we
sites. We are not able to anticipate or impleméfetBve preventive measures against all securgabhes of these types, especially becau:
techniques used change frequently and becaus&satan originate from a wide variety of sourceswieer, applying guidance from FFIEC,
the Corporation has analyzed and will continuentalyze security related to device specific consitiens, user access topics, transaction-
processing and network integrity.

The Corporation also faces risks related to cylmecks and other security breaches in connectitim evedit card and debit card
transactions that typically involve the transmissid sensitive information regarding our custontarsugh various third parties, including
merchant acquiring banks, payment processors, payraed networks and its processors. Some of thagies have in the past been the targe
of security breaches and cyber-attacks, and be¢hageansactions involve third
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parties and environments such as the point ofteatehe Corporation does not control or securteiréusecurity breaches or cyber-attacks
affecting any of these third parties could impacthrough no fault of its own, and in some casesay have exposure and suffer losses for
breaches or attacks relating to them. Further egiacks or other breaches in the future, whetfieciing us or others, could intensify
consumer concern and regulatory focus and resvéidaced use of payment cards and increased aist§ which could have a material
adverse effect on our business. To the extent eéaplved in any future cyber-attacks or otheralstess, our reputation could be affected,
which could also have a material adverse effeaiwrbusiness, financial condition or results ofragiens.

We are dependent upon outside third parties for the processing and handling of our records and data.

We rely on software developed by third-party veisdorprocess various transactions. In some cegelave contracted with third
parties to run their proprietary software on oundieé These systems include, but are not limitedyeneral ledger, payroll, wealth manager
record keeping and securities portfolio managemevtile we perform a review of controls instituteyl the vendor over these programs in
accordance with industry standards and instituteoaun controls, we must rely on the expertise dbwmle parties for the security of our records
and data, including our customer data. We mayrindemporary disruption in our ability to condocir business or process our transactions,
or incur damage to our reputation if the third-partndor fails to adequately maintain internal colstor institute necessary changes to the
systems. Such disruption or breach of security haase a material adverse effect on our financiatl@mn and results of operations.

Our business continuity plans could prove to be inadequate, resulting in a material interruption in or disruption 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 operati@dependent on our ability
to protect our systems against damage from fireigpdoss or telecommunication failure. The compsieatems and network infrastructure we
use could be vulnerable to unforeseen problemssé heoblems may arise in both our internally dgwetbsystems and the systems of our
third-party service providers. Any failure or imeption of these systems, whether due to severéheeaatural disasters, acts of war or
terrorism, criminal activity or other factors, cduksult in failures or disruptions in general ledgleposit, loan, client relationship manager
and other systems. While we have a business catytiplan and other policies and procedures desigoguevent or limit the effect of a failu
interruption or security breach of our informat®ystems, there can be no assurance that any slwrkdaor interruptions will not occur or, if
they do occur, that they will be adequately addrés$he occurrence of any failures or interruptiohsur information systems could damage
our reputation, result in a loss of clients, subjecto additional regulatory scrutiny, or exposedaicivil litigation and possible financial
liability, any of which could have a material adseeffect on our results of operations.

Our trust and investment services operations may be negatively impacted by changes in economic and market conditions.

Our trust and investment services operations mayeeatively impacted by changes in general econoomditions and the conditiol
in the financial and securities markets, including values of assets held under management. Owagearent contracts generally provide for
fees payable for services based on the market wdlassets under management. Because most of niracts provide for a fee based on
market values of securities, declines in securfiigses will generally have an adverse effect onresults of operations from this business.
Market declines and reductions in the value ofai@nts’ trust and investment services accountsdcamsult in us losing trust and investment
services clients, including those who are also lanklients.

We are subject to claims and litigation pertaining to our fiduciary responsibilities.

Some of the services we provide, such as trustraredtment services, require us to act as fiduesaior our clients and others. From
time to time, third parties could make claims aakktlegal action against us pertaining to the perémce of our fiduciary responsibilities. If
fiduciary investment decisions are not approprjateicumented to justify action taken or tradesp@eed incorrectly, among other possible
claims, and if these claims and legal actions atgesolved in a manner favorable to us, we magX¥p@sed to significant financial liability
and/or our reputation could be damaged. Eithenedé results may adversely impact demand for agyats and services or otherwise have &
harmful effect on our business and, in turn, onfowancial condition and results of operations.
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Negative publicity could damage our reputation and adversely impact our business and financial results.

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 nandf activities, including lending practices, inftation security, management actions,
corporate governance, and actions taken by goverhregulators and community organizations in respdo those activities. Negative
publicity can adversely affect our ability to kespd attract clients, and can expose us to litigadied regulatory action, all of which could have
a material adverse effect on our business, finhooiadition and results of operations.

We may fail to realize all of the anticipated benefits of the merger with Aslin Group.

The success of the merger will depend, in pargumability to successfully combine Aslin Groupigjanization, including the
operations of Alterra, into our own. If we are mble to achieve this objective, the anticipatedefiesnof the merger may not be realized full
at all or may take longer than expected to bezedli

Prior to the completion of the merger on Novemhe2(iL4, we and Aslin Group operated independelitig.possible that the process
of integrating our operations or other factors dawlsult in the loss or departure of key employ#esdisruption of our ongoing business or
of Alterra or inconsistencies in standards, costrpfocedures and policies, including the mannarhicth Alterra manages its SBA lending
business. It is also possible that clients, custeptepositors and counterparties of Aslin Grouprpp the merger could choose to discontinue
their relationships with the combined company puostger which would adversely affect the future perfance of the combined company.
These transition matters could have an adversetaffeus for an undetermined period of time.

The combined company hasincurred, and may continue to incur, substantial expenses related to the merger with Aslin Group.

The combined company has incurred, and may contmireur, substantial expenses in connection watmpleting the merger with
Aslin Group. Although we have assumed that a aeitaiel of transaction and combination expensedavoe incurred, there are a number of
factors beyond our control that could affect thialtamount or the timing of our combination expendéany of the expenses to be incurred, b
their nature, are difficult to estimate. Due tostadactors, the transaction and integration expgeasgociated with the merger could, particularl
in the near term, exceed the savings that the amedbiompany expects to achieve from the eliminatfaduplicative expenses and the
realization of economies of scale and cost savielgéed to the combination of the businesses. Thlaeges to be taken in connection with the
merger were principally incurred prior to DecemBg&r 2014. The remaining costs associated with cosgi®n expense for certain employees
retained at Alterra to assist in the merger tréomsiare immaterial and projected to finish mid-y2ai5.

Potential acquisitions may disrupt our business and dilute stockholder value.

While we remain committed to organic growth, weoatsay consider additional acquisition opportunitreslving complementary
financial service organizations if the right sifoatwere to arise. Various risks commonly assodiatith acquisitions, include, among other
things:

» Potential exposure to unknown or contingent ligibsi of the target compai

» Exposure to potential asset quality issues ofdhget compan

» Potential disruption to our busine

» Potential diversion of our managemaertime and attentio

» Possible loss of key employees and clients ofdahget compan

» Difficulty in estimating the value of the targetrnpany

» Potential changes in banking or tax laws or regutatthat may affect the target compi

Acquisitions may involve the payment of a premiuvembook and market values, and, therefore, sotaéati of our tangible book
value and net income per common share may ocaeorinection with any future transaction. Furtherméa#ure to realize the expected
revenue increases, cost savings, increases inapugror product presence, and/or other projecteebfits from an acquisition could have a
material adverse effect on our business, finargabition and results of operations.
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We are subject to changes in accounting principles, policies or guidelines.

Our financial performance is impacted by accoungirigciples, policies and guidelines. Some of theslecies require the use of
estimates and assumptions that may affect the dloer assets or liabilities and financial resuBsme of our accounting policies are critical
because they require management to make diffisulfjective and complex judgments about mattersateainherently uncertain and because |
is likely that materially different amounts would beported under different conditions or usingetéht assumptions. If such estimates or
assumptions underlying our financial statementsray@rrect, we may experience material losses.

From time to time, the Financial Accounting Stami3aBoard and the SEC change the financial accayatid reporting standards or
the interpretation of those standards that govsrpteparation of our financial statements. Thésages are beyond our control, can be
difficult to predict and could materially impact\wave report our financial condition and resultopérations. Changes in these standards are
continuously occurring, and given recent econorpitditions, more drastic changes may occur. Theémphtation of such changes could t
a material adverse effect on our financial conditamd results of operations.

Our internal controls may be ineffective.

Management regularly reviews and updates its iatarontrols, disclosure controls and procedured,camporate governance policies
and procedures. Any system of controls, howevel dedigned and operated, is based in part on neatsumptions and can provide only
reasonable, not absolute, assurances that thetigbgeof the controls are met. In addition, if wantinue to grow the Corporation, our controls
will also need to be updated to keep up with suchth. Any failure or circumvention of our contra@ad procedures or failure to comply with
regulations related to controls and proceduresdcoalise us to report a material weakness in irteomdrol over financial reporting and
conclude that our controls and procedures areffextteve, which could have a material adverse effecour business, results of operations,
financial condition.

Risks Related to Investing in Our Common Stock
Our stock isthinly traded and our stock price can fluctuate.

Although our common stock is listed for tradingtbe NASDAQ Global Select Market, low volume of tiragl activity and volatility ir
the price of our common stock may make it diffidolt our shareholders to sell common stock wheireldsind at prices they find attractive.
Our stock price can fluctuate significantly in respe to a variety of factors including, among othergs:

e actual or anticipated variations in our quartedguits of operation

e recommendations by securities anal

» operating and stock price performance of other amigs that investors deem comparable t

* news reports relating to trends, concerns and aghaes in the financial services indus

» perceptions in the marketplace regarding us orcompetitors and other financial services compa
* new technology used, or services offered, by coitgpef ant

» changes in government regulatic

General market fluctuations, industry factors aadegal economic and political conditions and evesush as economic slowdowns
recessions, interest rate changes or credit lessli$; could also cause our stock price to decregsedless of our operating results.

To maintain adequate capital levels, we may be required to raise additional capital in the future, but that capital may not be
available when it is needed and/or could be dilutive to our existing shareholders.

We are required by regulatory authorities to mamsalequate levels of capital to support our op@nat In order to ensure our ability
to support the operations of the Banks we may teéchit or terminate cash dividends that can biel pa our shareholders. In addition, we r
need to raise capital in the future. Our abilitydtse capital, if needed, will depend in part on financial performance and conditions in the
capital markets at that time, and accordingly, aenot guarantee our ability to raise capital omgacceptable to us. In addition, if we decide
to raise equity capital in the future, the intesestour shareholders could be diluted. Any isseasfacommon stock would dilute the ownershir
percentage of our current shareholders and angrssuof common stock at prices below tangible b@die would dilute the tangible book
value of each existing share of our common stodtt by our current shareholders. The market priceusfcommon stock could also decrease
as a result of the sale of a large number of starssnilar securities, or the perception that ssales could occur. If
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we cannot raise capital when needed, our abilisetwe as a source of strength to the Banks, pagettids, maintain adequate capital levels
liquidity, or further expand our operations coukraterially impaired.

If equity research analysts publish research or reports about our business with unfavorable commentary or downgrade our common
stock, the price and trading volume of our common stock could decline.

The trading market for our common stock could eciéd by whether equity research analysts pubdisearch or reports about us
and our business and what is included in such relsea reports. If equity analysts publish reseaggorts about us containing unfavorable
commentary, downgrade our stock or cease publisteipgrts about our business, the price of our stockkd decline. If any analyst electing to
cover us downgrades our stock, our stock priceccdatline rapidly. If any analyst electing to cousrceases coverage of us, we could lose
visibility in the market, which in turn could causer common stock price or trading volume to dexhmd our common stock to be less liquid.

Item 1B. Unresolved Staff Comments
None
Item 2. Properties

The following table provides certain summary infation with respect to the principal properties imietr we conduct our operations,
all of which were leased, as of December 31, 2014 :

Expiration
Location Function Date
401 Charmany Drive, Madison, WI Full service banking location of FBB and officekBFS 2028
18500 W. Corporate Drive, Brookfield, WI Full service banking location of FBB - Milwaukee 2020
11300 Tomahawk Creek Pkwy, Leawood, KS Full service banking location of Alterra Bank 2023

As of December 31, 2014 , the Corporation had fmaduction offices in Oshkosh, WI, Green Bay, Whpteton, WI and Kenosha,
WI under lease agreements to facilitate addititmainess development opportunities. In additioa,Gbrporation also owns a full service
branch located in Overland Park, Kansas.

For the purpose of generating business developappurtunities in asset-based financing, office epga@lso leased in the following
metropolitan areas: Minneapolis, Minnesota; Detidichigan; Denver, Colorado; San Antonio, TexadaAta, Georgia and Charlotte, North
Carolina under shorter-term lease agreements, vgaobrally have terms of less than one year.

Item 3. Legal Proceedings

We believe that no litigation is threatened or pegdn which we face potential loss or exposurechitdould materially affect our
consolidated financial position, consolidated ressaf operations or cash flows. Since our subsebasct as depositories of funds, lenders and
fiduciaries, they are occasionally named as defetsda lawsuits involving a variety of claims. Thiad other litigation is incidental to our
business.

Item 4. Mine Safety Disclosures

Not applicable.
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PART II.

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Edty Securities
Holders, Price Range and Dividends Decla

The common stock of the Corporation is traded @NASDAQ Global Select Market under the symbol “EBIAs of February 27,
2015, there were 406 registered shareholders ofdesf the Corporation’s common stock. Certainh& €orporation’s shares are held in
“nominee” or “street” name and the number of besiafiowners of such shares is approximately 585.

The following table presents the range of high lamdsale prices of our common stock for each quavtthin the two most recent
fiscal years, according to information providedM¥SDAQ, and cash dividends declared in such years.

High Low Dividend Declared

2014

1st Quarter $ 48.1¢ $ 36.7¢ $ 0.21
2nd Quarter 49.1: 39.9¢ 0.21
3rd Quarter 48.01 40.52 0.21
4th Quarter 48.0: 42,77 0.21
2013

1st Quarter $ 27.9¢ % 228 % 0.14
2nd Quarter 30.1C 25.51] 0.14
3rd Quarter 33.9¢ 29.0¢ 0.14
4th Quarter 38.6¢ 29.97 0.14

Stock Performance Graph

The chart shown below depicts total return to stodders during the period beginning December 30924nhd ending December 31,
2014. Total return includes appreciation or de@tgan in market value of the Corporation’s commtotk as well as actual cash and stock
dividends paid to common stockholders. Indices shbalow, for comparison purposes only, are the [TRédurn Index for the NASDAQ
Composite, which is a broad nationally recognizetkk of stock performance by publicly traded congsand the SNL Bank NASDAQ ,
which is an index that contains securities of NASBAsted companies classified according to the stiguClassification Benchmark as banks.
The chart assumes that the value of the investméd¥BlZ common stock and each of the three indigas $100 on December 31, 2009, and
that all dividends were reinvested in FBIZ commtock.
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First Business Financial Services, Inc.
Total Return Performance
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Year Ended December 31,

Index 2009 2010 2011 2012 2013 2014

First Business Financial Services, Inc. $ 100.0( $ 14337 $ 179.7¢ $ 2532( $ 422.7¢ $ 548.8(
NASDAQ Composite 100.0( 118.1¢ 117.2: 138.0: 193.4] 222.1¢t
SNL Bank NASDAQ 100.0( 117.9¢ 104.6¢ 124.71 179.3: 185.7:

Dividend Policy

It has been our practice to pay a dividend to comsiareholders. Dividends historically have beariaded in the month following
the end of each calendar quarter. However, thewrahd amount of future dividends are at the digmref the Board of Directors of the
Corporation (the “Board”) and will depend upon tomsolidated earnings, financial condition, ligtydand capital requirements of the
Corporation and its subsidiaries, the amount ofi cigidends paid to the Corporation by its subsid& applicable government regulations an
policies, supervisory actions and other factorssered relevant by the Board. Refeftean 1 - Business - Supervision and Regulation -
FBFS - Dividend Paymentdor additional discussion regarding the limitatiarsdividends and other capital contributions by Banks to the
Corporation. The Board anticipates it will continoeedeclare dividends as appropriate based ontibeesfactors.
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Equity Compensation Plan Informati

The following table summarizes certain informatwith respect to compensation plans under whichtgaeicurities of the

Corporation are authorized for issuance as of Déeerd1, 2014 .

Plan category warrants and rights

Number of securities
remaining available for
future issuance under

Number of securities to Weighted-average equity compensation
be issued upon exercise exercise price of plans (excluding
of outstanding options, outstanding options, securities reflected in
warrants and rights column (a))
(b) (©
12,000 $ 25.0( 174,76¢

Equity compensation plans approved by security drsld
Equity compensation plans not approved by sechotglers

Issuer Purchases of Securiti

The following table sets forth information abou¢ torporation's purchases of its common stock duhie three months ended

December 31, 2014 .

Total Number of
Shares Purchase

dAverage Price Pai

Approximate
Total Number of Dollar Value of
Shares Purchased Shares that May
as Part of Publicly Yet Be Purchased
Announced Plans Under the Plans or

Period o) Per Share or Programs Programs
October 1, 2014 - October 31, 2014 22,93t $ 45.9¢ — % —
November 1, 2014 - November 30, 2014 6,20¢ 45.4C — —
December 1, 2014 - December 31, 2014 — — — —
Total 29,14« —

(1) All of the shares in this column representtife 10,860 shares that were surrendered to segtitefy income tax withholding obligations
in connection with the vesting of restricted shaeesl (ii) 18,284 shares used to exercise stodbmpas part of a cashless exercise.
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Item 6. Selected Financial Data
Five Year Comparison of Selected Consolidated Finaml Data

As of and for the Year Ended December 31,
2014 2013 2012 2011 2010
(Dollars In Thousands, Except Per Share Data)

INCOME STATEMENT:

Interest income $ 57,70  $ 53,81( % 54,76¢  $ 56,217 $ 56,62¢
Interest expense 11,57: 11,70¢ 16,88¢ 20,75¢ 24,67¢
Net interest income 46,13( 42,10t 37,88: 35,46: 31,95:
Provision for loan and lease losses 1,23¢ (959 4,245 4,25( 7,044
Non-interest income 10,10¢ 8,442 8,69¢ 7,06( 6,742
Non-interest expense 33,78t 29,18¢ 28,07¢ 25,977 25,46¢
Endowment to First Business Charitable

Foundation — 1,30 — — —
Goodwill impairment — — — — 2,68¢
Net (gain) loss on foreclosed properties (10 (1179) 58E 42C 20¢
Income tax expense 7,08: 7,38¢ 4,75( 3,44¢ 2,34¢
Net income $ 14,13¢ $ 13,74¢  $ 8,92¢ % 8,42t % 941
Yield on earning assets 4.45% 4.52% 4.86% 5.22% 5.3%
Cost of funds 1.07% 1.1¢% 1.7%% 2.2(% 2.51%
Interest rate spread 3.38% 3.3%% 3.11% 3.02% 2.82%
Net interest margin 3.5¢% 3.5 3.3t% 3.2¢% 3.02%
Return on average assets 1.04% 1.1(% 0.7%% 0.7%% 0.0%
Return on average equity 11.7&% 13.12% 12.65% 14.0%% 1.67%
ENDING BALANCE SHEET:
Total assets $ 1,629,388 $ 1,268,65 $ 1,226,100 $ 1,177,160 $ 1,107,05
Securities 186,26: 180,11¢ 200,59¢ 170,38t 153,37¢
Loans and leases, net 1,266,43i 967,05( 896,56( 836,68° 860,93!
Deposits 1,438,26: 1,129,85! 1,092,25. 1,051,311 988,29¢
FHLB advances and other borrowings 33,99 11,93¢ 12,40¢ 40,29: 41,50
Junior subordinated notes 10,31¢ 10,31t 10,31¢ 10,31¢ 10,31t
Stockholders’ equity 137,74¢ 109,27! 99,53¢ 64,21« 55,33t

FINANCIAL CONDITION ANALYSIS:
Allowance for loan and lease losses to yeal

end loans 1.12% 1.42% 1.6% 1.6€% 1.85%
Allowance to non-accrual loans and leases 146.3% 87.6t% 109.0%% 65.02% 42.3%
Net charge-offs to average loans and lease 0.0&% 0.0€% 0.35% 0.74% 0.57%
Non-accrual loans to gross loans and leases 0.7¢% 1.61% 1.55% 2.5¢% 4.31%
Average equity to average assets 8.7% 8.3%% 5.9% 5.32% 5.11%
STOCKHOLDERS’ DATA:

Basic earnings per common shére $ 352 % 35C % 33C $ 3.2¢ 0.37
Diluted earnings per common shéte 3.51 3.4¢ 3.2¢ 3.2% 0.37
Book value per share at end of period 31.77 27.71 25.41 24.4¢ 21.3(
Tangible book value per share at end of period 29.01 27.71 25.41 24.4¢ 21.2¢
Dividend declared per share 0.84 0.5¢€ 0.2¢ 0.2¢ 0.2¢
Dividend payout ratio 23.9% 16.05% 8.51% 8.67% 75.6¢%
Shares outstanding 4,335,92 3,943,99 3,916,66 2,625,56! 2,597,82

(1) Basic and diluted earnings per share reflaatiags per common share as calculated under thelags method due to the existence of particigatin
securities.
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Item 7. Management'’s Discussion and Analysis of Financial @dition and Results of Operations
Forward-Looking Statements

When used in this report the words or phrases “ifaguld,” “should,” “hope,” “might,” “believe,” “expect,” “plan,” “assume,”
“intend,” “estimate,” “anticipate,” “project,” “lilely,” or similar expressions are intended to idgrifiorward-looking statements.” Such
statements are subject to risks and uncertaintielsiding, without limitation, changes in econoraanditions in the market areas of FBB, FBB
- Milwaukee or Alterra, changes in policies by riegory agencies, fluctuation in interest rates, dethfor loans in the market areas of FBB,
FBB - Milwaukee or Alterra, borrowers defaultingtime repayment of loans and competition. These iiskild cause actual results to differ
materially from what we have anticipated or progelctThese risk factors and uncertainties shoulchbefully considered by our shareholders
and potential investors. Stem 1A—Risk Factorsfor discussion relating to risk factors impactirgy lnvestors should not place undue
reliance on any such forward-looking statementsckwhpeak only as of the date made. The factorsritbes! within this Form 10-K could
affect our financial performance and could causeacesults for future periods to differ mategaifom any opinions or statements expressed
with respect to future periods.

Where any such forward-looking statement includetatement of the assumptions or bases underlyicly forward-looking
statement, we caution that, while our managemdi@Jas such assumptions or bases are reasonab@nthde in good faith, assumed facts
or bases can vary from actual results, and theréiffces between assumed facts or bases and asuléd can be material, depending on the
circumstances. Where, in any forward-looking staetnan expectation or belief is expressed asttwduesults, such expectation or belief is
expressed in good faith and believed to have anede basis, but there can be no assurance thatatement of expectation or belief will be
achieved or accomplished.

We do not intend to, and specifically disclaim afpjigation to, update any forward-looking statensent

The following discussion and analysis is intende@ aeview of significant events and factors affegthe financial condition and
results of operations for the periods indicatece @itscussion should be read in conjunction withGbesolidated Financial Statements and the
Notes thereto and the Selected Consolidated FiabDeita presented in this Form-K.
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OVERVIEW

We are a registered bank holding company incorpdrahder the laws of the State of Wisconsin anagagaged in the commercial
banking business through our wholly-owned bankiungsgliaries, FBB, FBB-Milwaukee and Alterra. All ofir operations are conducted
through the Banks and certain subsidiaries of RBB.operate as a business bank focusing on delgarfall line of commercial banking
products and services tailored to meet the spaw#fiegls of small- and medium-sized businesses, dasmwners, executives, professionals an
high net worth individuals. Business lines inclugenmercial lending, SBA lending, asset-based lepydiquipment financing, factoring, trust
and investment services, treasury management ssraitd a broad range of deposit products. We duotiiae a branch network to attract re
clients. Our operating philosophy is focused oralaecision-making and local client service fromsteaf our primary banking locations in
Madison, Brookfield and Appleton, Wisconsin and Wwead, Kansas combined with the efficiency of cditeal administrative functions such
as support for information technology, loan andad#poperations, finance and accounting and hurasources. We believe we have a unique
niche business banking model and we consistentlyad@ within our model. This allows us to providgraat deal of expertise in offering
financial solutions to our clients with an expeded staff who serve our clients on an ongoing basis

Our 2014 strategic initiatives included, but weeg limited to, maintaining strong asset quality khive continue to grow, as well as
increasing the number and volume of transactiooats in an effort to support ongoing efforts torease fee revenue associated with tree
management services and maintaining our efficieatip. We have achieved success on all pointsisfstiiategic plan by posting record net
income and non-GAAP pre-tax adjusted earnings widlginuing to grow the balance sheet, maintaisingng asset quality, and maintaining
our overall operating efficiency.

In addition, on November 1, 2014 we completed aguésition of the Aslin Group and its banking sulisiy Alterra (the “Alterra
Transaction”). As of September 30, 2014, Alterrd twtal assets of approximately $238.2 million. Wlihe Alterra Transaction did not
materially increase the size of the Corporatiodjdtaffect our financial statements for the twontis we operated it in 2014. We expect the
Alterra Transaction will have a more significantpatt in 2015 as we continue to integrate it into@perations.

In 2015, we plan to continue to diligently focusraaintaining asset quality while organically grog/iour loan and lease portfolio,
increasing the number and volume of transactionats in an effort to support ongoing efforts torease fee revenue associated with tree
management services, trust and investment seraim@$SBA lending activity and investing in and afitig technology to support these
initiatives thereby maintaining efficiency as wewgt Our efficient operating model will remain intabowever, we believe timely investments
in technology and people are imperative as we poatto scale the Corporation to keep pace withstrategic growth trajectory. We believe
this strategy will continue to create opportunitie€apitalize on economic expansion as well asdigyption to our competitors' businesses ir
our core Wisconsin and Kansas City markets. Wesbelsignificant opportunity remains for this tydeoganic growth in our commercial
business lines, particularly within our new Kan€ay market and our Milwaukee and Northeast Wisaonsarkets.

OPERATIONAL HIGHLIGHTS

* Our total assets increased to $1.629 billioofaBecember 31, 2014 , a 28.4% increase from $1b#66n at December 31, 2013

* Netincome for the year endDecember 31, 2014 was a record $14.1 million , 2n@8ker than the previous record of $13.7 million
earned for the year ended December 31, 2013 .

» Diluted earnings per common share were $3.51hyear ended December 31, 2014 compared to $aré@d in the prior yei

* Net interest margin we3.56% for the year ended December 31, 2014 , inipga® basis points compared to the year ended
December 31, 2013 ..

e Top line revenue, which consists of net intenesbme and non-interest income, of $56.2 millionthe year endeBecember 31, 20]
increased 11.2% compared to $50.5 million for tume period in 2013 .

* Return on average assets and return on aveeaity ér the year ended December 31, 2014 wer4%.8nd 11.78% respectively,
compared to 1.10% and 13.12% for 2013 .

* Non-GAAP pre-tax adjusted earnings, defined as preérteame excluding the effects of provision for Icard lease losses, other
identifiable costs of credit and other discretenseunrelated to our primary business activitiesréased 5.1% to a record levelf@R.4
million for the year ended December 31, 2014 aspared to $21.4 million for the year ended Decendier2013 .

*  We recorded a $1.2 million provision for loarddease losses for the year ended December 31,80ddmpared to a negative
provision of $959,000 for the year ended DecemhelB813 .
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* Netloans and leasesDecember 31, 2014 increased $299.4 million , 00%l, to $1.266 billion from $967.1 million as of
December 31, 2013 .

* Non-performing assets were $11.5 million and 0.70%tl assets as of December 31, 2014 , compargtie@ million and 1.28%f
total assets as of December 31, 2013 .

* Net charg-offs as a percentage of average loans was 0.0B#dqear ended December 31, 2014 compared t&d0f06the year
ended December 31, 2013 .

» Trust and investment services fee income inettay $678,000 , or 18.1% , to $4.4 million for ffear ended December 31, 2014
compared to $3.8 million for the year ended Decem3tie 2013 .

» Average in-market deposits of $791.8 milliorr 66.5% of total deposits, for the year ended Ddeam31, 2014 increased 11.2% ,
compared to $712.3 million , or 64.4% of total d&ifg) for the same period in 2013 .

» Effective November 1, 2014, we completed theugition of the Aslin Group and its banking subaigi Alterra with approximately
$260 million in assets, $200 million in gross loamsl $210 million in deposits.
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RESULTS OF OPERATION

Top Line Revenue

Top line revenue is comprised of net interest ine@nd non-interest income. This measurement iscalsononly referred to as
operating revenue. In 2014 , top line revenue emsed by approximately 11.2% from the prior yearidygart to the Alterra Transaction. The
components of top line revenue were as follows:

For the Year Ended December 31,

2014 2013 Change
(Dollars In Thousands)
Net interest income $ 46,13( $ 42,10t 9.€%
Non-interest income 10,10 8,44: 19.7
Total top line revenue $ 56,23: $ 50,547 11.2

For the Year Ended December 31,

2013 2012 Change
(Dollars In Thousands)
Net interest income $ 42,108 $ 37,88: 11.2%
Non-interest income 8,44: 8,69¢ (3.0
Total top line revenue $ 50,547 $ 46,58( 8.5

Non-GAAP Pre-Tax Adjusted Earnings

Non-GAAP pre-tax adjusted earnings is comprisedusfpre-tax income adding back (1) our provisionlé@an and lease losses, (2)
other identifiable costs of credit and (3) othescdéte items that are unrelated to our primaryrnass activities. Even though the provision for
loan and lease losses and other identifiable afstsedit are regular and normal expenses for dustry, in our judgment, the presentation of
non-GAAP pre-tax adjusted earnings allows our mamant team, investors and analysts to better ags=gsowth of our business by
removing the volatility associated with these iteang other discrete items. Non-GAAP pre-tax adfisi@rnings is a non-GAAP financial
measure that should not be considered as an dlterma net income derived in accordance with GASRr non-GAAP pre-tax adjusted
earnings metric improved by 5.1% when comparingytter ended December 31, 2014 to the year endeenflesr 31, 2013 .

For the Year Ended December 31,

2014 2013 Change
(Dollars in Thousands)
Net income before taxes $ 21,22; $ 21,13t 0.4%
Add back:
Provision for loan and lease losses 1,23¢€ (959) NM
Net gain on foreclosed properties (20 (117) NM
Endowment to First Business Charitable Foundation — 1,30( NM
Non-GAAP pre-tax adjusted earnings $ 22,448 $ 21,35¢ 5.1%
For the Year Ended December 31,
2013 2012 Change
(Dollars in Thousands)
Net income before taxes $ 21,13 $ 13,67¢ 54.5%
Add back:
Provision for loan and lease losses (959) 4,24: NM
Net (gain) loss on foreclosed properties (117) 58& NM
Endowment to First Business Charitable Foundation 1,30(C — NM

Non-GAAP pre-tax adjusted earnings $ 21,35¢ $ 18,50¢ 15.2%




NM = Not meaningfu
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Return on Average Assets and Return on Average Eqtyi

Return on average assets (“ROAA") was 1.04% foryder ended December 31, 2014 compared to 1.10%dagrear ended
December 31, 2013 . The decrease in ROAA was pitintare to relatively stable net income with a largverage asset base. Net income
increased 2.9% year over year, primarily due torowpd net interest income and nioerest income, which reflects record trust anggtmer
services fee income. ROAA is a critical metric ubgdis to measure the profitability of our orgatima and how efficiently our assets are
deployed. ROAA also allows us to better benchmankpoofitability to our peers without the need tmsider different degrees of leverage
which can ultimately influence return on equity m@as.

Return on average equity (“ROAE”) for the year eh@&cember 31, 2014 was 11.78% compared to 13.52%éd year ended
December 31, 2013 . ROAE decreased as a resudtatively stable net income with a larger averaggity base primarily as a result of the
Alterra Transaction, in which we paid a combinata$i$13.5 million in cash and 360,081 shares ofammmon stock, which added $16.6
million million to our equity. We view ROAE as amportant measurement for monitoring profitabiliéynd continue to focus on improving our
return to our shareholders by enhancing the ovprafitability of our client relationships, conttiolg our expenses and minimizing our costs of
credit.

Net Interest Income

Net interest income levels depend on the amourasdfyields on interest-earning assets as compartbé amounts of and rates paid
on interest-bearing liabilities. Net interest inaia sensitive to changes in market rates of istened the asset/liability management processe
to prepare for and respond to such changes. Thelialow shows our average balances, interestageenates, net interest margin and the
spread between combined average rates earned amenast-earning assets and cost of interestgédbilities for the periods indicated. The
average balances are derived from average dadynbas and were affected in 2014 by the Novemh2014 closing of the Alterra Transacti
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For the Year Ended December 31,

2014 2013 2012
Average Average Average
Average yield/ Average yield/ Average yield/
balance Interest cost balance Interest cost balance Interest cost
(Dollars In Thousands)

Interest-earning assets
Commercial real estate and other

mortgage loan® $ 665,21: $ 32,06¢ 482% $ 633,60! $ 32,02 5.05% 583,59: $ 31,66° 5.4%
Commercial and industrial loafs 332,59: 19,96: 6.0(% 268,37! 16,73¢ 6.2/% 245,70¢ 17,91¢ 7.2%
Direct financing lease8 29,39 1,367 4.65% 17,41 844 4.85% 15,87: 88¢ 5.5%
Consumer and other loafis 16,862 652 3.81% 16,44¢ 634 3.86% 16,89¢ 654 3.87%
Total loans and leases receivable 1,044,06. 54,047 5.1&€% 935,84( 50,23¢ 5.31% 862,07: 51,12¢ 5.92%
Mortgage-related securiti€s 156,14 2,89¢ 1.85% 159,18t 2,841 1.7¢% 171,04: 3,16¢ 1.85%
Other investment securiti€s 28,45¢ 44¢ 1.5%% 33,99( 474 1.3% 17,53: 24¢ 1.42%
FHLB and FRB stock 1,512 14 0.9%% 1,40z 4 0.2% 1,537 4 0.28%
Short-term investments 67,28 29¢ 0.4% 59,73° 252 0.42% 74,49: 22( 0.3(%
Total interest-earning assets 1,297,45! 57,70: 4.45% 1,190,15 53,81( 4.52% 1,126,67 54,76¢ 4.8%
Non-interest-earning assets 67,507 58,53¢ 56,31¢
Total assets $ 1,364,96. $ 1,248,69 1,182,99(
Interest-bearing liabilities
Transaction accounts $ 83,50¢ 18¢ 0.22% $ 62,57¢ 12¢ 0.2(% 34,18( 94 0.28%
Money market 493,32: 2,557 0.52% 450,55! 2,39¢ 0.52% 395,25¢ 3,02: 0.7€%
Certificates of deposit 60,28« 53€ 0.8% 60,27¢ 611 1.01% 82,43( 96¢ 1.17%%
Wholesale deposits 416,20: 6,19¢ 1.4%% 393,72 6,60 1.68% 400,69! 8,941 2.2%
Total interest-bearing deposits 1,053,311 9,47( 0.9(% 967,13 9,73¢ 1.01% 912,56¢ 13,02¢ 1.4%%
FHLB advances 5,01 22 0.45% 6,471 13 0.1<% 2,03¢ 32 1.5%
Other borrowings 13,68¢ 967 7.0€% 12,19¢ 84z 6.9(% 39,38« 2,712 6.8%%
Junior subordinated notes 10,31t 1,112 10.7&%6 10,31t 1,111 10.79% 10,31¢ 1,11t 10.81%
Total interest-bearing liabilities 1,082,33! 11,57 1.01% 996,12( 11,70¢ 1.1¢% 964,29 16,88¢ 1.7%%
Non-interest-bearing demand

deposit accounts 154,68° 138,92 137,11°
Other non-interest-bearing

liabilities 7,91¢ 8,90¢ 11,01¢
Total liabilities 1,244,94. 1,143,94 1,112,43:
Stockholders’ equity 120,02: 104,74 70,557
Total liabilities and stockholders’

equity 1,364,96. $ 1,248,69 1,182,991
Net interest income $ 46,13( $ 42,10t $ 37,88:
Net interest spread 3.3t% 3.3% 3.11%
Net interest-earning assets $ 215,12( $ 194,03 162,38(
Net interest margin 3.56% 3.5%% 3.36%
Average interest-earning assets

average interest-bearing

liabilities 119.8¢% 119.4%% 116.8%%6
Return on average assets 1.04% 1.1% 0.75%
Return on average equity 11.7¢% 13.12% 12.65%
Average equity to average assets 8.7% 8.3¢% 5.9¢%
Non-interest expense to average

assets 2.41% 2.4% 2.42%

(1) The average balances of loans and leasesimalon-performing loans and leases. Interest ingetaged to non-performing loans and leases isgrized when

@
©)

collected.

Includes amortized cost basis of assets availablsale and held to maturi
Yields on tax-exempt municipal obligations ac¢ presented on a tequivalent basis in this tak
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The following table provides information with regpéo (1) the change in interest income attribigdblchanges in rate (changes in
rate multiplied by prior volume), (2) the changériterest income attributable to changes in voloh@nges in volume multiplied by prior ra
and (3) the change in rate/volume (changes inmatéplied by changes in volume) for the year enBetdember 31, 201dompared to the ye
ended December 31, 2013 and for the year endednidere31, 2013 compared to the year ended Decemb@032 .

Rate/Volume Analysis

Increase (Decrease) for the Year Ended December 31,

2014 compared to 2013 2013 compared to 2012
Rate/ Rate/
Rate Volume Volume Net Rate Volume Volume Net

(In Thousands)
Interest-earning assets
Commercial real estate and other

mortgage loans $ (1,479 $ 1597 $ (73) $ 45 $ (2,479 $ 2,712 $ (187) $ 354
Commercial and industrial loans (6317) 4,00t (151) 3,22: (2,597 1,65:% (239) (1,177)
Direct financing leases (39 581 (24) 523 (119 86 (12) (44
Consumer and other loans 2 16 — 18 3 (18 1 (20)

Total loans and leases receivable  (2,147) 6,19¢ (24%) 3,80¢ (4,88¢) 4,43¢ (43€) (887)
Mortgage-related securities 10¢ (54) 2 53 (117 (220 10 (327)
Other investment securities 61 (77) (10 (26) (5) 234 4 22t
FHLB and FRB Stock 9 — 1 1C — — — —
Short-term investments 12 32 1 45 94 (44) ()] 33

Total net change in income on

interest-earning assets (1,95)) 6,10( (25¢) 3,891 (4,919 4,40¢ (447) (95€)
Interest-bearing liabilities
Transaction accounts 13 42 4 5¢ (25) 78 (22) 32
Money market (6€) 22¢ @) 15¢ (919 427 (129 (625)
Certificates of deposit (75) — — (75) (132 (260) 35 (357)
Wholesale deposits (74%) 377 (42 (40¢) (2,220 (15€) 39 (2,337)

Total deposits (871 647 (45) (269) (3,296 85 (7€) (3,287
FHLB advances 15 3 3 9 (28) 70 (62) (29
Other borrowings 2C 10z 2 12t 4 (1,872 2 (1,870
Junior subordinated notes 1 — — 1 — — 4 (4)

Total net change in expense on

interest-bearing liabilities (835) 747 (46) (139 (3,320 (1,719 (143) (5,180

Net change in netinterestincome$ (1,11¢) $ 535° $ (212) $ 4,028 $ (1,599 $ 6,122 $ (3049 $ 4,22«

Net interest income increased by $4.0 million 9% , for the year ended December 31, 2014 cordfarthe same period in 2013 .
The increase in net interest income during the yeer primarily attributable to favorable volumeigaces from commercial and industrial
loans, commercial real estate and other mortgaaesland direct financing leases, although it wasagblg offset by an unfavorable rate
variance on the loan and lease portfolio. The yiglchverage earning assets for the year ended beceh, 2014 was 4.45% compared to
4.52% for the year ended December 31, 20IBe decline in the yield on average earning assas principally due to the overall decline in
yield on the loan and lease portfolio which dedi19 basis points to 5.18% for the year ended DeceBthe2014 from 5.37% for the year
ended December 31, 2013 .

A significant portion of the commercial real estpttfolio is comprised of fixed rate loans withrtes generally up to five years. As
these loans reached their maturity in 2014 and 2048 were renewed at current market rates, whietewgenerally lower than the original rate
of the loan, and subject to competitive pricingsstees. As a result, the overall yield on the conaiakreal estate portfolio continued to
decline in 2014. The marketplace for commercial iaddistrial loans also continues to be subjecbtoetitive pricing pressures, contributing
to the decline in yield on this portfolio. Irregularepayment activity and the associated feesaelikin lieu of interest partially offset the
decline in yields.
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The average balance of the short-term investmettfiotio was $67.3 million with a yield of 0.44% féihe year ended December 31,
2014 as compared to $59.7 million with a yield gfZ% for the year ended December 31, 2013 . Astriwe <0 reduce on-balance-sheet
liquidity, we may on occasion use other sourcedala to us to fund asset growth. Other sourceg imglude temporary use of FHLB short-
term advances and orderly issuance of long-termiashate certificates of deposit designed to mitigaterest rate risk as we provide fixed rate
loan alternatives to our clients.

The overall weighted average rate paid on intdrearing liabilities was 1.07% for the year endedd»ber 31, 2014 , a decrease of
11 basis points from 1.18% for the year ended Déegr8l, 2013 . The decrease in the overall rath®imterest-bearing liabilities was
primarily caused by the replacement of certain miagucertificates of deposit, principally wholesalertificates of deposit, at lower current
market rates partially offset by unfavorable voluraiated variances in wholesale certificates ofodép and money market deposits. The
continued low rate environment combined with thaurity structure of our wholesale certificates epdsit provided us the opportunity to be
able to manage our liability structure in both niguterms and rate to deliver an enhanced netestenargin during 2014 relative to 2013.
Further, our continued success of attracting inketanon-interest bearing demand deposits throughmssiness relationships and increased
client deposit balances contributed to the ovaladline in our cost of funds. Average in-markeg¢ietideposits - comprised of all transaction
accounts, money market accounts, and non-wholdsglesits - increased 11.2% to $791.8 million feryear ended December 31, 2014 from
$712.3 million for the year ended December 31, 2013

Net interest margin increased 2 basis points t6%.for the year ended December 31, 2014 from 3.4%e year ended
December 31, 2013 .

Provision for Loan and Lease Losses

We recorded a provision for loan and lease lossésa amount of $1.2 million for the year ended &gber 31, 2014s compared to
negative provision of $959,000 for the year endeddnber 31, 2013 . We determine our provisiondanland lease losses based upon credi
risk and other subjective factors pursuant to domence for loan and lease loss methodology, tagmitude of current and historical net
charge-offs recorded in the period and the amotirgserves established for impaired loans thatgoesollateral shortfall positions.

During the years ended December 31, 2014 , 2012@nd , the factors influencing the provision foath and lease losses were the
following:

For the Year Ended December 31,
2014 2013 2012
(In Thousands)

Changes in the provision for loan and lease lossassociated with:

(Release) addition of specific reserves on impdivads, net $ 19 $ (38) $ 1,901
Net decrease in allowance for loan and lease Essrve due to subjective factor chanc (87¢) (492) —
Charge-offs in excess of specific reserves 1,23: 18C 2,20¢
Recoveries (42%) (3749 (481)
Change in inherent risk of the loan and lease plitf 1,32t 10¢ 617
Total provision for loan and lease losses $ 1,23¢ $ (959 $ 4,24%

The (release) addition of specific reserves on inepgdoans represents new specific reserves estedalion impaired loans for which,
although collateral shortfalls are present, wedweliwe will be able to recover our principal andf@epresents the release of previously
established reserves that are no longer requiretbchease in allowance for loan and lease lossesodsubjective factor changes reflects
management’s evaluation of the level of risk wittiie portfolio based upon the level and trend ofade criteria such as delinquencies, volume
and average loan size, average risk rating, teahd&faults, geographic concentrations, loans aasds on management attention watch lists,
unemployment rates in our market areas, experienceedit granting functions, and changes in unditig standards. As overall asset quality
metrics improve and the level and trend of thediecimprove for a sustainable period of time, #eel of general reserve due to these factors
may be reduced causing an overall reduction inethed of the required reserve deemed to be apmtgpby management. Conversely, incre
in the level and trend of these factors may waraanincrease to our overall allowance for loan laade losses. Charge-offs in excess of
specific reserves represent an additional provifiotoan and lease losses required to maintairaioevance for loan and lease losses at a |
deemed appropriate by management. This amount i tige release of any specific reserve that neaxelalready been provided. Charge-offs
in excess of specific reserves can occur in stinativhere:
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(i) a loan has previously been partially writterwahoto its estimated fair value and continues tdidec(ii) rapid deterioration of a credit
requires an immediate partial or full charge-off(id) the specific reserve was not adequate teecdhe amount of the required charge-off.
Change in the inherent risk of the portfolio isnparily influenced by the overall growth in grosams and leases and a migration analysis ¢
loans previously charged off, as well as, movenoéeixisting loans and leases in and out of an inegdiban classification where a specific
evaluation of a particular credit may be requiratther than the application of a general reserve.i@efer tolmpaired Assetsfor further
information regarding the overall credit qualityafr loan and lease portfolio.

Non-Interest Income

Non-nterest income, consisting primarily of fees edrfar trust and investment services, service ctaogedeposits, loan fee incon
gain on sale of loans and leases and income fratk-baned life insurance, increased by $1.7 milli@m 19.7% , to $10.1 million for the year
ended December 31, 2014 , from $8.4 million foryear ended December 31, 2013 .

Trust and investment services fee income increbge’678,000 , or 18.1% , to $4.4 million for theayended December 31, 2014
compared to $3.8 million for the year ended Decam3fie 2013 . Trust and investment services feenrees primarily driven by the amount of
assets under management and administration agsvilie mix of business at different fee structarescan be positively or negatively
influenced by the timing and magnitude of volafikitithin the capital markets.

At December 31, 2014 , our trust assets under neaneugt were $773.2 million , or 1.2% more than thettassets under managemen
of $763.9 million at December 31, 2013 , while assets under administration declined approximae$s , to $186.5 million at
December 31, 2014 from $195.1 million at Decemider2®13 . During 2014 we underwent a strategic fdachange the mix of our business.
We exited low margin business and added more o@lsitips at wider margins, which was a major contdbto the 18.1% increase in revenue
year over year. We expect to continue to increaseevenue from assets under management and athaiiois, but market volatility may als
affect the actual change in revenue.

Loan fees increased by approximately $282,00@18% , to $1.6 million for the year ended Decen8er2014 from $1.3 million
for the year ended December 31, 2013 . The incriedsan fees is primarily attributable to feesrest for issuing letters of credit on behalf of
our clients.

Increase in cash surrender value of bank-ownednigfierance increased by $17,000 , or 2.0% , to $®8&P2for the year ended
December 31, 2014 from $845,000 for the year efmmbmber 31, 2013 . In December 2012, we purchasedv $4.0 million bank-owned
life insurance policy and the increase in this aotas directly related to the earnings generatechfthis additional policy.

Gain on sale of loans and leases for the year eDdedmber 31, 2014 totaled $392,000 , an incre$832,000 from the year ended
December 31, 2013 which is primarily attributaldete gain on sale of the guaranteed portion gfimaied SBA loans, a new source of non-
interest income resulting from the Alterra Trangact

Other non-interest income decreased by $14,006.18¢6 , to $261,000 for the year ended Decembe?2@14 from $275,000 for the
year endeDecember 31, 2013 . The decrease in other incoménmrily due to a non-recurring item recorde@@13 relating to fees earned
upon early termination of interest rate swaps wéhous clients.

Non-Interest Expense

Non-interest expense increased by $3.4 million,102% , to $33.8 million for the year ended Decen®1i, 2014 from $30.4 milliofor
the comparable period of 2013, primarily due taremease in compensation and professional feeSalhaoffset by a decrease in other
expenses where we recognized, in 2013, a $1.3omitlontribution to the First Business Charitablerkdation (the “Foundation”).

Compensation expense increased by $3.2 milliorl7d&% , to $21.5 million for the year ended Deceni, 2014 from $18.3
million for the year ended December 31, 20T3e increase in compensation expense was pringué to the Alterra Transaction, annual n
increases and new staff hired in support of stiati@giatives. The number of full-time equivalezmployees as of December 31, 2014 20
was 215 and 145 , respectively. Most of the in@eeas the result of new employees gained from fterr& Transaction.

Professional fees expense increased by $1.4 mijlliwr¥3.0% , to $3.4 million for the year endeccBraber 31, 2014 from $2.0
million for the year ended December 31, 2013 . iflcecase in professional fees was primarily duspiecifically identified costs totaling
$990,000 related to the Alterra transaction.
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During the years ended December 31, 2014 and 204 8ecognized a net gain on foreclosed properfi€d®,000 and $117,000
respectively.

Other non-interest expense decreased by $2.2 mijliiw 48.2% , to $2.4 million for the year endegcBmber 31, 2014 compared to
$4.7 million for the same time period of 2013 . Treerease in other non-interest expense was phntaré to a one-time endowment to the
Foundation in the amount of $1.3 million in 2018mbined with the carrying value adjustment in 2éiade on one of our limited partnerships
to reflect the redistribution of expenses to newirgas as they were added after expenses wereaduacand a 2013 carrying value adjustmer
another limited partnership to reflect the progkrcation of the partnerships returns to the gelngaetner after the fund attained certain
preferred rates of return.

FDIC insurance expense increased by $17,000 38t 2to $758,000 for the year ended December 314 20mpared to $741,000 for
the year ended December 31, 2013 primarily reguftiom the acquisition of Alterra and the resultingrease in average total assets. FDIC
insurance expense is based upon a formula thatgoraies a variety of factors, including but natited to, average total assets, average
tangible equity and the overall risk profile of tinstitution. A change in any one of these riskredats during the comparative reporting peri
may cause the underlying assessment base ratectodte and therefore influence the total expenseuad.

Collateral liquidation costs increased by $124,00063.3% , to $320,000 for the year ended Decerdbe2014 from $196,000 for
the year ended December 31, 2013 . Collateraldagion costs are expenses incurred by us to faeliesolution of impaired loans and leases
The amount of collateral liquidation costs recordedny particular period is influenced by the tigniand level of effort required for each
individual loan. Our ability to recoup these cdstsn our clients is uncertain and therefore expdraseincurred through our consolidated
results of operations. To the extent we are sufiddssrecouping these expenses from our cliets recovery of expense is shown as a net
reduction to this line item.

Income Taxes

Income tax expense was $7.1 million for the yeaeenDecember 31, 2014 compared to $7.4 millioriferyear ended December 31,
2013 . The overall decrease in tax expense is pititdue to usage of federal new market tax cregisstially offset by an increased level of
pre-tax income in comparison to the prior year. &ffective tax rate for the year ended DecembefB14 was 33.4% compared to 35.0% for
the year ended December 31, 2013 .

During the fourth quarter of 2014, we invested fe@deral new market tax credit. These credits yeally purchased at 70-90% of
the amount of the credit and are generally utilizedffset taxes payable over ten-year and sevan{y&riods, respectively. During the year
ended December 31, 2014, the tax credit used teceedur tax expense totaled $375,000. We did rieuiny federal new market tax credits
in 2013 or 2012. The net result of this transacti@s a decrease to income tax expense, which yegitmpacted our effective tax rate.

The effective tax rate differs from the federakstary corporate tax rate as follows:

For the Year Ended December 31,

2014 2013 2012

Statutory federal tax rate 34.4% 34.4% 34.C%
State taxes, net of federal benefit 4.7 4.€ 4.7
Bank owned life insurance (1.9 (1.9 (2.7
Tax-exempt security and loan income, net of TEFRistments (3.5 (3.2 (3.2
Federal new market tax credit (1.8 — —
Non-deductible transaction costs 0.€ — —
Discrete items (0.2 0.1 0.2
Other 0.€ 0.t 0.€

33.4% 35.C% 34.7%

The Corporation’s effective tax rate may fluctuaset is impacted by the level and timing of the@wation’s utilization of federal
new market tax credits and the level of tax-exeimpéstments and loans.
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FINANCIAL CONDITION

General

At December 31, 2014 our total assets were $1.8R8nb, an increase of $360.7 million , or 28.4%qm $1.269 billion at
December 31, 2013 . This increase reflects thetiadddf approximately $250 million in assets duette Alterra Transaction.

Short-term investments

Short-term investments increased by $20.3 millm$88.4 million at December 31, 2014 from $68.1liorlat December 31, 2013 .
Our short-term investments primarily consist oenest-bearing deposits held at the FRB, which amzd by $17.5 million to $70.5 million at
December 31, 2014. We value the safety and sousgmesided by the FRB, and therefore we incorposhtet-term investments in our on-
balance-sheet liquidity program. In general, thel®f our short-term investments is influencedMy timing of deposit gathering, scheduled
maturities of wholesale deposits, funding of load &ase growth when opportunities are presentatiitee level of our securities portfolio.
Although the majority of our shoterm investments consist of deposits with the FR8also make investments in commercial paper ar|
insured certificates of deposit acquired througbkbrs. We approach our decisions to purchase cocmhpaper with similar rigor and
underwriting standards applied to our loan anddgmstfolio. The original maturities of the commat@aper are typically sixty days or less
and provide an attractive yield in comparison toeotshort-term alternatives. These investmentsadsist us in maintaining a shorter duration
of our overall investment portfolio which we bel@éis necessary to take advantage of an anticipetied rate environment. Please refer to
Liquidity and Capital Resourcesfor further discussion.

Securities

Total securities, including available-for-sale dwadd-to-maturity, increased by $6.1 million to $1Billion at December 31, 2014
from $180.1 million at December 31, 2013 . As otBmber 31, 2014, our total securities portfolio hatlration of approximately 3.2 years.
Our investment portfolio primarily consists of ai#tralized mortgage obligations and agency obbgatand is used to provide a source of
liquidity, including the ability to pledge secue for possible future cash advances, while cartirig to the earnings potential of the Banks.
The overall duration of the securities portfolie@stablished and maintained to further mitigaterigt rate risk present within our balance she:
as identified through our asset/liability simulaiso We purchase investment securities intendedoteqt our net interest margin while
maintaining an acceptable risk profile. In additiare will purchase investments to utilize our cpekition effectively within appropriate poli
guidelines and estimates of future cash demandge\tlateralized mortgage obligations presenppgenent risk and extension risk, we
believe the overall credit risk associated withsthavestments is minimal, as the majority of thigations we hold are guaranteed by the
Government National Mortgage Association (“GNMA&)J.S. government agency. The estimated repaynreainss associated with this
portfolio also allow us to better match our shertat liabilities. The Bankshvestment policies allow for various types of iatraents, includin
tax-exempt municipal securities. The ability toéstin tax-exempt municipal securities providesfiwther opportunity to improve our overall
yield on our securities portfolio. We evaluate thedit risk of the municipal obligations prior tanghase and generally limit our exposuri
general obligation issuances from municipalitiggnarily in Wisconsin.

As we evaluate the level of on-balance-sheet lityidve continue to purchase U.S. Government agebtigations, primarily those
obligations issued by Federal Home Loan Mortgagem@uation (“FHLMC") and Federal National Mortgagasgociation (“FNMA”). We have
structured these purchases to have final maturititgn two to four years from the issue date. Sahthe securities contain either quarterly or
one-time call features. The maturity structure wf gecurities portfolio allows us to effectively nage the cash flows of these securities along
with the collateralized mortgage obligations toale to meet loan demand in the near future wittlmeineed to immediately borrow funds
from our various funding sources and proactivelysicthe portfolio should interest rates rise witttie next two to four years. Our
management deems these securities to be crediynamthbelieves they exhibit appropriate marketdgdbr the risks assumed. We expect to
continue to purchase these types of approved $ieswiith appropriate maturity terms when theyarailable in the market.

During the year ended December 31, 2014 , we rezedmunrealized holding gains of $1.6 million befamncome taxes through other
comprehensive income. These gains were the refstie @ecrease in longer term interest rates. Qutie second quarter of 2014, we
transfered approximately $43.7 million of certairBUGovernment agency obligations, collateralizedtgage obligations and municipal
obligations from the available-for-sale portfolmthe held-to-maturity portfolio. This transfer wasmpleted to assist with general interest rate
risk management and provides some flexibility iha@mcing yield on the investment portfolio withoaking on additional economic risk which
may negatively affect our overall equity positidws of the transfer date, the unrealized holding lois the securities transfered was
approximately $874,000. This unrealized loss wilhiinue to be reported as a separate componetdaki®lders’equity and will be amortize
over the
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remaining life of the securities as an adjustmernhé yield. The corresponding discount on thesargtées will offset this adjustment to yield
which results in no impact to the income statem€hé securities identified and transferred wereprily securities with greater price risk in
rising rate environments.

The majority of the securities we hold have actiaeling markets; therefore, we have not experiewigfidulties in pricing our
securities. We use a third-party pricing serviceasprimary source of market prices for our s@@siportfolio. On a quarterly basis, we
validate the reasonableness of prices received finisrsource through independent verification ofresentative sample of the portfolio, data
integrity validation through comparison of curr@nice to prior period prices, and an expectatioseldaanalysis of movement in prices based
upon the changes in the related yield curves amer oharket factors. On a periodic basis, we revfenhird-party pricing vendor’s
methodology for pricing relevant securities andrgults of its internal control assessments. @aousties portfolio is sensitive to fluctuations
in the interest rate environment and has limitats#i@ity to credit risk due to the nature of tlssuers and guarantors of our securities as
previously discussed. If interest rates decline thedccredit quality of the securities remains cansbr improves, the fair value of our debt
securities portfolio would likely improve, therelmcreasing our total comprehensive income. If m$érates increase and the credit quality of
the securities remains constant or deterioratesfaih value of our debt securities portfolio wolikeely decline and therefore decrease our tota
comprehensive income. The magnitude of the fainezghange will be based upon the duration of thifg@im. A securities portfolio with a
longer average duration will exhibit greater maneate volatility movements than a securities pmitf with a shorter average duration in a
changing rate environment. No securities within paontfolio were deemed to be other-than-temporamilgaired as of December 31, 2014 .
There were no sales of securities during the yeaded December 31, 2014 and 2013 . As of Decemhe&(3 .3, no securities were classified
as held to maturity and as of December 31, 2014848 no securities were classified as trading ritges!

At December 31, 2014 , $32.7 million of our mortgaglated securities were pledged to secure oimuspbligations including
outstanding advances or unused borrowing capaditytive FHLB and interest rate swap contracts.

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

As of December 31,
2014 2013 2012

Amortized cos Fair value Amortized cos Fair value Amortized cos Fair value

(In Thousands)
Available-for-sale:

U.S. Government agency obligations - government-

sponsored enterprises $ 9,046 $ 896t $ 16,38C $ 16,24« $ 19,667 $ 19,72
Municipal obligations 573 57¢ 16,207 15,48¢ 11,891 12,03
Asset-backed securities 1,51/ 151C $ 1517 $ 1,49¢ — —
Collateralized mortgage obligations - governmesi el 67,74( 68,87+ 111,01( 111,96¢ 148,36¢ 151,64!
Collateralized mortgage obligations - government-

sponsored enterprises 64,76: 64,77 35,56! 34,92; 17,12¢ 17,197

$ 143,63t $ 144,69¢ ¢ 180,67* $ 180,11t $ 197,06 $ 200,59

As of December 31,
2014 2013 2012

Amortized cos Fair value Amortized cos Fair value Amortized cos Fair value

(In Thousands)
Held-to-maturity:
U.S. Government agency obligations - government-

sponsored enterprises $ 149 $ 147 % — 3 — 3 — % —

Municipal obligations 16,08¢ 16,15¢ — — — —

Collateralized mortgage obligations - governmesi sl 14,50¢ 14,53: — — — —
Collateralized mortgage obligations - government-

sponsored enterprises 9,48( 9,53t — — — —

$ 41560 $ 4169 $ —  $ — % —  $ —
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U.S. Government agency obligations - governmentisped enterprises represent securities issuetebiyHLMC and FNMA.
Collateralized mortgage obligations - governmestiésl represent securities guaranteed by GNMA. tedadlized mortgage obligations -
government-sponsored enterprises include secugtiaganteed by FHLMC and the FNMA. Asset-backedisées represent securities issued
by the Student Loan Marketing Association (“SLMASN)d are 97% guaranteed by the U.S. government.difiahiobligations include
securities issued by various municipalities locatadharily within the State of Wisconsin and areyarily general obligation bonds that are
tax-exempt in nature. As of December 31, 2014isgoer's securities exceeded 10% of our total kmders' equity.

The following table sets forth the contractual misguand weighted average yield characteristictheffair value of our available for
sale securities and the amortized cost of our teeldaturity securities at December 31, 2014 , diagsby remaining contractual maturity.
Actual maturities may differ from contractual matiess because issuers have the right to call ggarebligations without call or prepayment
penalties. Yields on tax-exempt obligations havela@n computed on tax equivalent basis.

Less than One Year 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:

U.S. Government agency obligations -

government-sponsored enterprises  $ — —% $ 7,971 0.8/% $ 994 2.0% $ — —% $ 8,96t
Municipal obligations — — = — 57¢ 1.67 — = 57¢
Asset-backed securities — —% — —% 1,51( 0.91% — —% 1,51C
Collateralized mortgage obligations -
government issued — — 19¢ 3.94 18,79: 2.41 49,88: 2.21 68,87
Collateralized mortgage obligations -
government-sponsored enterprises — — 651 0.9 49,96¢ 1.6¢ 14,15 1.3¢ 64,77:
$ = $ 8,82 $ 71,84« $ 64,03¢ $ 144,69¢
Less than One Year 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)
Held-to-maturity:

U.S. Government agency obligations -

government-sponsored enterprises  $ — —% $ 1,49 1.0% $ — —% $ — —% $ 1,49
Municipal obligations — — 79¢ 1.9¢ 14,31« 1.9¢ 97t 2.1¢ 16,08¢
Collateralized mortgage obligations -

government issued — — — — — — 14,50¢ 1.57 14,50¢
Collateralized mortgage obligations -

government-sponsored enterprises = — = — = — 9,48( 1.6¢ 9,48(

$ — $ 2,28¢ $ 14,31« $ 24,96( $ 41,56:

Derivative Activities

The Banks’ investment policies allow the Banks actigipate in hedging strategies or use financitlres, options or forward
commitments or interest rate swaps with prior Bagydroval. The Banks utilize, from time to timeridative instruments in the course of their
asset/liability management. As of December 31, 281d2013 , the Banks did not hold any derivathagriuments that were designated as cas
flow or fair value hedges. The derivative portfationsists of interest rate swaps offered directlgualified commercial borrowers which
allowed the Banks to provide a fixed rate alterr@atd their clients while mitigating interest raigk by keeping a variable rate loan in their
portfolios. The Banks economically hedge clientidgive transactions by entering into equal angeiting interest rate swap contracts
executed with dealer counterparties. The econowrrigé with the dealer counterparties allows the Baalprimarily offset the fixed rate
interest rate risk. Derivative transactions exettti@ough this program are not designated as atioguinedge relationships and are marked to
market through earnings each period.
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As of December 31, 2014 , the aggregate amortizatgpnal value of interest rate swaps with varioasmercial borrowers was
approximately 27.5 million . We receive fixed ratesl pay floating rates based upon LIBOR on thgsweth commercial borrowers. These
swaps mature between March 2016 and February 20@8imercial borrower swaps are completed indepehydeith each borrower and are
not subject to master netting arrangements. Athe§e commercial borrower swaps were reported®tnsolidated Balance Sheets as a
derivative asset of $575,000 , included in accinegtest receivable and other assets as of Deceddh@014 On the offsetting swap contras
with dealer counterparties, we pay fixed ratesraedive floating rates based upon LIBOR. Theseaésteate swaps also have maturity dates
between March 2016 and February 2023 . Dealer egpautty swaps are subject to master netting agnetsraenong the contracts within each
of our banks and are reported on the ConsolidatddniBe Sheets as a derivative liability of $575,000e value of these swaps was include
accrued interest payable and other liabilitieshen@onsolidated Balance Sheets as of Decembe034,.2

Loans and Leases Receivable

Loans and leases receivable, net of allowanceofor nd lease losses, increased by $299.4 miltoi31.0% , to $1.266 billion at
December 31, 2014 from $967.1 million at DecemlerZ®13 . This growth is primarily related to thieldion of approximately $200 million
from the Alterra Transaction. We principally origie commercial and industrial loans and commerellestate loans. The overall mix of our
portfolio remained fairly consistent in 2014 whempared to 2013 . As of December 31, 2014 and 2@pproximately 63.3% and 65.7% of
our loan and lease portfolio, respectively, wascentrated in commercial real estate loans primanilyur owner-occupied and non-owner-
occupied classes. We were successful in growiniy dat commercial real estate and commercial angsinidl portfolios through the Alterra
Transaction as well as through growth in our Wistotanks. Our commercial real estate portfoliseéased by $166.7 million , or 25.8% , to
$811.8 million at December 31, 2014 from $645.liorilat December 31, 2013 . Our commercial andstrikl portfolio increased $123.1
million , or 41.9% , to $416.7 million at Decemtsdr, 2014 from $293.6 million at December 31, 20¥&. have emphasized actively pursuing
commercial and industrial loans as this segmeptiofoan and lease portfolio provides an attracyiedd commensurate with an appropriate
level of credit risk and creates opportunitiesifemarket deposit and trust and investment relatiggs which generate additional fee revenue.
Given the measured pace of improvement in econaomditions and what we believe to be an increasadce of confidence within our
marketplace, we are beginning to observe evideho®meased loan demand. While we continue to a&pee significant competition as banks
operating in our primary geographic area attempleqoloy excess liquidity, we remain committed to onderwriting standards and will not
deviate from those standards for the sole purpbgeowing our loan and lease portfolio. We expaat mew loan and lease activity to be more
than adequate to replace normal amortization ardntinue to grow in future quarters.

Credit underwriting through a committee process k&y component of our operating philosophy. Bussrievelopment officers have
relatively low individual lending authority limitgnd thus a significant portion of our new credieasions require approval from a loan
approval committee regardless of the type of laale@se, amount of the credit, or the related cemipés of each proposal. In addition, we
make every effort to ensure that there is apprtgdallateral or a government guarantee at the aihwgigination to protect our interest in the
related loan or lease. To monitor the ongoing ¢rgaklity of our loans and leases each credit éuated for proper risk rating using a nine
grade risk rating system at the the time of origora subsequent renewal, evaluation of updatezhfifal information from our borrowers, or
other circumstances dictate.
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The following table presents information concernting composition of the Banks’ consolidated loams lzases at the dates indicated

As of December 31,

2014 2013 2012 2011 2010
(Dollars in Thousands)
% of % of % of % of % of
Total Total Total Total Total
Amount Loans anc Amount Loans antc Amount Loans anc Amount Loans anc Amount Loans anc
Outstanding Leases Outstanding Leases Outstanding Leases Outstanding Leases Outstanding Leases
Commercial real estate
loans
Commercial real estate —
owner occupied $ 163,88 12.8 $ 141,16 14.% $ 144,98t 15.9% 150,52¢ 17.% $  152,56( 17.2%
Commercial real estate -
non-owner occupied 417,96: 32.t 341,69! 34.¢ 323,66( 35.5 304,59 35.¢ 307,30° 35.C
Construction and land
development 121,16! 9.5 68,70¢ 7.C 64,96¢ 7.1 38,12« 4.t 61,64¢ 7.C
Multi-family 72,57¢ 7 62,75¢ 6.4 58,454 6.4 43,90¢ .2 43,01: 4.¢
1-4 family 36,18: 2.8 30,78t 3.1 31,94 3.t 43,51 5.1 53,84¢ 6.1
Total commercial real
estate loans 811,76( 63.2 645,11: 65.7 624,01: 68.4 580,66 68.2 618,37: 70.2
Commercial and
industrial loans 416,65¢ 32.t 293,55. 29.¢ 256,45¢ 28.1 237,09¢ 27.¢ 225,92: 25.7
Direct financing leases,
net 34,16 2.7 26,06 2.7 15,92¢ 1.7 17,12¢ 2.C 19,28¢ 2.2
Consumer and other
Home equity loans and
second mortgage loai 7,86¢ 0.€ 5,272 iE! 4,64 0.5 4,97( 0.€ 5,091 0.€
Other 11,34: . 11,97: .2 11,67: 2 11,68: 14 9,31 1.1
Total consumer and othi 19,20° 1.t 17,24« 1.7 16,31 1.8 16,65: 2.C 14,40¢ 1.€
Total gross loans and
lease receivables 1,281,79. 100.% 981,97. 100.% 912,70t 100.% 851,54t 100.% 877,98t 100.(%
Less:
Allowance for loan and
lease losses 14,32¢ 13,90: 15,40( 14,15¢ 16,27:
Deferred loan fees 1,02t 1,021 74¢ 704 782
Loans and lease .
receivables, net $ 1,266,43 $ 967,05 $ 896,56( 836,68 $ 860,93
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The following table shows the scheduled contraatuaurities of the Banks’ consolidated gross loamd leases, as well as the dollar
amount of such loans and leases which are schettutedture after one year which have fixed or adhig interest rates, as of December 31,
2014 .

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 estate

Owner-occupied $ 2338 $ 10091: $ 39,58 $ 163,88 $ 101,91¢ $ 38,58
Non-owner occupied 81,90: 212,03 124,02- 417,96: 284,13: 51,92¢
Construction and land development 53,33: 51,94¢ 15,87¢ 121,16( 22,68¢ 45,14(
Multi-family 12,43: 34,01( 26,13 72,57¢ 51,45 8,69(
1-4 family 14,77: 21,40¢ 5 36,18: 19,18 2,22
Commercial and industrial 149,01: 219,34¢ 48,29: 416,65¢ 86,37( 181,27.
Direct financing leases 1,29 22,92: 9,94 34,16¢ 32,86¢ —
Consumer and other 9,751 9,45¢ — 19,20" 8,59: 863

$ 345880 $ 672,03¢ $ 26387( $ 1,281,790 $ 607,200 $ 328,70:

Commercial Real Estate Loans. The Banks originate owner-occupied and non-ownewypied commercial real estate loans which
have fixed or adjustable rates and generally teringp to five years and amortizations of up to ttyefive years on existing commercial real
estate and new construction. The Banks also otigileans to construct commercial properties andpdera land development projects.

The Banks’ construction loans generally have tesfrex to 24 months with fixed or adjustable intreates and fees that are due at
the time of origination. Loan proceeds are dishdiiedncrements as construction progresses andogecpinspections warrant. Multi-family
loans are primarily secured by apartment buildiswgd are mostly located in Dane and Waukesha cau@iee-to-four family first mortgage
loans are generally secured by properties helthf@stment and primary and secondary residencearaflients.

Commercial real estate lending typically involvagger loan principal amounts than that for resi@¢ntortgage loans or consumer
loans. The repayment of these loans generallypgemtdent on sufficient income from the propertiesisag the loans to cover operating
expenses and debt service. Because payments onesoialneal estate loans are often dependent @mreadtmarket conditions impacting the
successful operation or development of the propartyusiness involved, repayment of such loandté&anore sensitive than other types of
loans to adverse conditions in the real estate ebankthe general economy, which are outside theob@r's control. In the event that the cash
flow from the property is reduced, the borrowettdity to repay the loan could be negatively imgattThe deterioration of one or a few of
these loans could cause a material increase itewelr of nonperforming loans, which would resul&ifoss of revenue from these loans and
could result in an increase in the provision f@ar@nd lease losses and an increase in chargefi§ which could have a material adverse
impact on our net income. Additionally, many ofgtbdoans have real estate as a primary or secondargonent of collateral. The market
value of real estate can fluctuate significantlaishort period of time as a result of economiad@@mns. Adverse developments affecting real
estate values in one or more of our markets confrhct collateral coverage associated with the caialeeal estate segment of our portfolio,
possibly leading to increased specific reservasharge-offs, which would adversely affect profitaii

Commercial and Industrial Loans. The Banks’commercial and industrial loan portfolio is compdsof loans for a variety of purpos
which principally are secured by inventory, acceueaiceivable, equipment, machinery and other catpassets and are advanced within li
prescribed by our loan policy. The majority of slighns are secured and typically backed by perspmaiantees of the owners of the
borrowing business. Of the $416.7 million of comaigrand industrial loans, including asset-baseado outstanding as of December 31,
2014 , $144.7 million were originated by FBCC, asset-based lending subsidiary and $650,000 wagmated by FBF, our factored
receivable business line. These asset-based lioghgjing accounts receivable purchased on adalburse basis, are typically secured by the
borrower’s accounts receivable and inventory. Theaes generally have higher interest rates andanigination fees collected in lieu of
interest and the collateral supporting the cred@@sely monitored. Asset-based loans securedMogicoccupied real estate amounted to $19.
million as of December 31, 2014 and are includetthéowner-occupied commercial real estate loatfqdir.
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Our commercial loans are typically larger in amatinain loans to individual consumers and, therefoage the potential for larger
losses on a per loan basis. Additionally, asse¢dasrrowers are usually highly leveraged and/eehiaconsistent historical earnings.
Significant adverse changes in various industrasdccause rapid declines in values and colledtalsisociated with those business assets
resulting in inadequate collateral coverage that exgose us to future losses. An increase in dpeeierves and charge-offs may have a
material adverse impact on our results of operation

Leases. Leases initiated through FBEF are originated wiftxed rate and typically a term of seven yeartess. It is customary in the
leasing industry to provide 100% financing; howeWBEF will, from time-to-time, require a down pagnt or lease deposit to provide a credi
enhancement. All equipment leases must have atiauliinsured endorsement and a loss payableeiaube interest of FBEF and must
carry sufficient physical damage and liability insnice.

FBEF leases machinery and equipment to clientsrdedees which qualify as direct financing leasegihancial reporting and as
operating leases for income tax purposes. Undedliteet financing method of accounting, the minimiease payments to be received under
the lease contract, together with the estimatediaramteed residual value (approximating 3 to 20%h@fcost of the related equipment), are
recorded as lease receivables when the leasenisdsand the lease property is delivered to thetliehe excess of the minimum lease
payments and residual values over the cost ofghg@ment is recorded as unearned lease income rilgease income is recognized ovel
term of the lease on a basis which results in el late of return on the unrecovered lease investrhease payments are recorded when due
under the lease contract. Residual value is thmated fair market value of the equipment on lestdease termination. In estimating the
equipment’s fair value, FBEF relies on historicgberience by equipment type and manufacturer, ghed sources of used equipment pricing
internal evaluations and, when available, valuatioy independent appraisers, adjusted for knowrlge

Our commercial leases are typically larger in antdlan leases to individual consumers and, thezefuave the potential for larger
losses on an individual basis. Significant adversnges in various industries could cause rapitirdscin values of leased equipment resul
in inadequate collateral coverage that may expege tuture losses. An increase in specific researal charge-offs may have a material
adverse impact on our results of operations.

Consumer and Other Loans. The Banks originate a small amount of consumerda@amsisting of home equity, second mortgage,
credit card and other personal loans for profesdiand executive clients of the Banks.

50




Table of Contents
Impaired Assets

Non-performing loans decreased $6.1 million , o238, to $9.8 million at December 31, 2014 compaoe$il5.9 million at
December 31, 2013 . Management continues to exaatiteiplined credit resolution process and hasessfully managed exits of certain
previously identified non-performing credits.

Our total impaired assets consisted of the follgnas of the dates indicated. Balances reporte@dd4 include the effects of the
Alterra Transaction.

As of December 31,
2014 2013 2012 2011 2010

(Dollars In Thousands)
Non-accrual loans and leases
Commercial real estate:

Commercial real estate — owner occupied $ 50C $ 33¢  $ 76 $ 297: % 6,28:
Commercial real estate — non-owner occupied 28¢€ 28¢ 2,871 2,24¢ 5,14¢
Construction and land development 4,932 5,42 4,94¢ 7,22¢ 9,27¢
Multi-family 17 31 46 2,00¢ 4,18¢
1-4 family 69C 521 1,00¢ 3,50¢ 4,237
Total non-accrual commercial real estate 6,42¢ 6,59¢ 9,63¢ 17,96: 29,12
Commercial and industrial 2,31¢ 8,011 2,84 1,55¢ 6,43¢
Direct financing leases, net — — — 18 —
Other:
Home equity and second mortgage 32¢ 45% 612 1,00z 93¢
Other 72C 79t 1,03( 1,22 1,90¢
Total non-accrual other loans 1,04¢ 1,24¢ 1,64z 2,22¢ 2,84t
Total non-accrual loans and leases 9,792 15,85¢ 14,12: 21,76¢ 38,40¢
Foreclosed properties, net 1,69: 338 1,57¢ 2,23¢ 1,75(C
Total non-performing assets 11,48¢ 16,18¢ 15,69¢ 24,00z 40,15¢
Performing troubled debt restructurings 2,00z 371 1,10¢ 111 71€
Total impaired assets $ 1348¢ $ 16,55¢ $ 16,80 $ 24,11 $ 40,87«
Total non-accrual loans and leases to gross laash¢cases 0.7€% 1.61% 1.55% 2.56% 4.31%
Total non-performing assets to gross loans anaepls foreclosed
properties, net 0.8% 1.65% 1.72% 2.81% 4.51%
Total non-performing assets to total assets 0.7(% 1.28% 1.2&% 2.04% 3.65%
Allowance for loan and lease losses to gross laaddeases 1.12% 1.42% 1.6% 1.6€% 1.85%
Allowance for loan and lease losses to non-acdozels and leases 146.3% 87.6¢% 109.0%% 65.0:% 42.3%

As of December 31, 2014 and 2013, $7.4 million $8d million of the non-accrual loans were consderoubled debt
restructurings, respectively. As noted in the taileve, non-performing assets consisted of nondattwans and leases and foreclosed
properties totaling $11.5 million , or 0.70% ofdbassets, as of December 31, 2014 , a decreasmiperforming assets of 29.1% , or $4.7
million , from December 31, 2013 . Impaired loans &ases as of December 31, 2014 and 2013 alkaml@t:$2.0 million and $371,000 of
loans that are performing troubled debt restrunggiwhich are considered impaired, due to the s=ioe in terms, but are meeting the
restructured payment terms and therefore are nabaraccrual status.
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A summary of the 2014 non-accrual loan and leaseityds as follows:

(In Thousands)

Non-accrual loans and leases as of December 38, 201 $ 15,85¢
Non-accrual loans and leases acquired in acquisigibfair value 1,221
Loans and leases transferred into non-accrualsstatu 2,88¢
Non-accrual loans and leases returned to accrataisst (309
Non-accrual loans and leases transferred to fosediproperties —
Non-accrual loans and leases partially or fullyrgled-off (1,237
Cash received and applied to principal of non-aadaans and leases (8,637)
Non-accrual loans and leases as of December 3%, 201 $ 9,79:

We use a wide variety of available metrics to as#ies overall asset quality of the portfolio andome metric is used independently to
make a final conclusion as to the asset qualithefportfolio. Non-performing assets as a percentddotal assets improved to 0.70% at
December 31, 2014 from 1.28% at December 31, 20hs.is primarily due to cash collections on poemly identified impaired loans,
partially offset by the identification of a new iaiped loan and the Alterra Transaction. Total penforming assets to total loans and lease:
foreclosed properties as of December 31, 2014 awtDber 31, 2013 were 0.89% and 1.65% , respecthdéd believe this improvement
provides further insight to our success in workimgblem assets through the entire process andrelting further losses and improving overall
asset quality.

We also monitor early stage delinquencies to pmindight into potential future problems. As of Betber 31, 2014 , the payment
performance did not point to any new areas of conaes approximately 99.8% of the loan and leas#gdio was in a current payment status.
This metric can change rapidly however, if factangnown to us change. We also monitor our assditytiarough our established categories
as defined iNote 5of our Consolidated Financial Statements.We armggmsitive trends with improving percentagesoafris and leases in
our higher quality loan categories which is indieaif overall credit quality improvement. Whileerall asset quality has improved, we will
continue to actively monitor the credit qualityafr loan and lease portfolios. Through this momigpeffort, we may identify additional loans
and leases for which the borrowers or lesseesaiadndifficulties making the required principaldamterest payments based upon factors
including, but not limited to, the inability to $&he underlying collateral, inadequate cash flownf the operations of the underlying busines
liquidation events, or bankruptcy filings and tHere, we expect to continue to experience addittonson-accrual loans. We are proactively
working with our impaired loan borrowers to find améngful solutions to difficult situations that darethe best interests of the Banks. Giver
current level of non-accrual loans, any improvememeducing this balance will likely be at a slovpace than what has been accomplished
over the last several years. We don’t expect angnah changes in non-accrual loans as a percenfag®ss loans and leases; however, we
may experience some volatility from time to time.

In 2014 , as well as in the previous five fiscahgg there were no loans over 90 days past dustélnaccruing interest. Loans and
leases greater than 90 days past due are considgraitted and are placed on non-accrual statush aived while a loan or a lease is on
non-accrual status is generally applied solelyragjdhe outstanding principal. If collectability thie contractual principal and interest is not in
doubt, payments received may be applied to bo#rest due on a cash basis and principal.
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Additional information about impaired loans as pfldor the years indicated was as follows:

As of December 31,

2014 2013 2012 2011 2010
(In Thousands)
Impaired loans and leases with no impairment reserv $ 1127 $ 820C $ 11,006 $ 18,88f $ 19,74¢
Impaired loans and leases with impairment resenegsired 52t 8,02¢ 4,221 2,98¢ 19,37¢
Total impaired loans and leases 11,79¢ 16,22¢ 15,227 21,871 39,12«
Less:
Impairment reserve (included in allowance for laaal lease
losses) 29C 40z 1,517 88¢ 3,45¢
Net impaired loans and leases $ 1150 $ 1582¢ $ 13,71 $ 20,98 $ 35,66¢
Average impaired loans and leases $ 1447: $ 12,08 $ 17,948 $ 33,79° $ 29,71
For the years ended December 31,
2014 2013 2012 2011 2010
(In Thousands)
Interest income attributable to impaired loans eades $ 87C $ 887 $ 143: $ 268z $ 2,70
Less: Interest income recognized on impaired |@anikleases 74C 221 321 787 10z
Net foregone interest income on impaired loansleases $ 13C $ 66€ $ 1,111 $ 1,898 $ 2,60(

Loans with no specific reserves required repreisepéired loans where the collateral, based uporentiinformation, is deemed to be
sufficient or that have been partially chargedtoffeflect our net realizable value of the loan.atanalyzing the adequacy of collateral, we
obtain external appraisals. Our policy regardingicercial real estate appraisals requires the atiitim of appraisers from our approved list,
performance of independent reviews to monitor thality of such appraisals and receipt of new agjtaifor impaired loans at least annually,
or more frequently as circumstances warrant. Weenaalustments to the appraisals for appropriatagelosts. In addition, the ordering of
appraisals and review of the appraisals are peddroy individuals who are independent of the bissrdevelopment process. Based on the
specific evaluation of the collateral of each immpdiloan, we believe the reserve for impaired lomas appropriate at December 31, 2014 .
However, we cannot provide assurance that the éaxtircumstances surrounding each individual iregddoan will not change and that the
specific reserve or current carrying value will betdifferent in the future which may require agbdil charge-offs or specific reserves to be
recorded.

Foreclosed properties are recorded at the loweostfor net realizable value. If, at the time okfdosure, the fair value less cost to
sell is lower than the carrying value of the lote difference, if any, is charged to the allowafirdoan and lease losses prior to transfer to
foreclosed property. The fair value is based orrapgls, discounted cash flow analysis (the majafitwhich is based on current occupancy
and lease rates) or verifiable offers to purchA#ter foreclosure, valuation allowances or futunétedowns to net realizable value are charge
directly to non-interest expense. Foreclosed pt@sewere $1.7 million , an increase of 408.4%Detember 31, 2014 from $333,000 at
December 31, 2013 . The increase in foreclosedepties is primarily attributable to properties aicgd in the Alterra Transaction. We
recorded impairment losses of approximately $4f00the year ended December 31, 2014 . Net gairsalas of existing foreclosed property
inventory were $14,000 for the year ended Decer@beP014 . We continue to evaluate possible esatesgies on our impaired loans when
foreclosure action may be probable and our levébiclosed assets may increase in the future.d asmtransferred to foreclosed properties
when we claim ownership rights to the properties.
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A summary of foreclosed properties activity for trears ended December 31, 2014 and 2013 is asvfollo

For the Year Ended December 31,

2014 2013
(In Thousands)
Balance at the beginning of the period $ 33 % 1,57«
Foreclosed properties acquired in acquisitionaetvalue 1,60t —
Transfer of loans to foreclosed properties, at logfecost or fair value — 1,381
Impairment adjustments 4 (59
Net book value of properties sold (241) (2,56%)
Balance at the end of the period $ 1,69 $ 33z

Allowance for Loan and Lease Losses

The allowance for loan and lease losses as a pgageenf gross loans and leases was 1.12% as ofibere31, 2014 and 1.42% as of
December 31, 2013 . Non-accrual loans and leasapascentage of gross loans and leases decrea8etb% at December 31, 20@édmparel
to 1.61% at December 31, 2013 . This decreasetimibadue to the effect of adding approximateB0® million of loans from the Alterra
Transaction at fair value as of the purchase dadetfzerefore not adding an allowance for loan fosshese loans. During the year ended
December 31, 2014 , we recorded net charge-offspaired loans and leases of approximately $808,@@0nprised of $1.2 million of charge-
offs and $425,000 of recoveries. During the yealeerDecember 31, 2013 , we recorded net chargenfisipaired loans and leases of
approximately $540,000 , comprised of $914,000hafrge-offs and $374,000 of recoveries.

As of December 31, 2014 and 2013, our allowancéofm and lease losses to total non-accrual laaddeases was 146.33% and
87.68% , respectively. Impaired loans and leashib#xveaknesses that inhibit repayment in compiéawith the original terms of the note or
lease. However, the measurement of impairment amsland leases may not always result in a speesirve included in the allowance for
loan and lease losses. As part of the underwrjinogess, as well as our ongoing monitoring effars try to ensure that we have appropriate
collateral to protect our interest in the relatean or lease. As a result of this practice, a figant portion of our outstanding balance of non-
performing loans or leases either does not reqaditional specific reserves or requires only aimé amount of required specific reserve, as
we believe the loans and leases are adequateftemallized as of the measurement period. In additt@nagement is proactive in recording
charge-offs to bring loans to their net realizald&ie in situations where it is determined withtamty that we will not recover the entire
amount of our principal. This practice may leatiower allowance for loan and lease loss to nameadt loans and leases ratio as compared |
our peers or industry expectations. As asset quaihains strong, our allowance for loan and ldase is measured more through general
characteristics, including historical loss expecirof our portfolio rather than through specitlentification and we therefore expect to see
ratio continue to rise. Conversely, if we idenfiifyther impaired loans, this ratio could fall ifthmpaired loans are adequately collateralized
and therefore require no specific or general reseBiven our business practices and evaluatiomoégisting loan and lease portfolio, we
believe this coverage ratio is appropriate forghabable losses inherent in our loan and leaségtiorais of December 31, 2014 .

To determine the level and composition of the allooe for loan and lease losses, we break out ttfolm by segments and risk
ratings. First, we evaluate loans and leases fampial impairment classification. We analyze ekan and lease determined to be impaired o
an individual basis to determine a specific reséaged upon the estimated value of the underlyatigteral for collateral-dependent loans, or
alternatively, the present value of expected chshst We apply historical trends from establishisl factors to each category of loans and
leases that has not been individually evaluatedh®purpose of establishing the general portiothefallowance. Established risk factors
include delinquencies, volume and average sizeaf telationships, average risk rating, technieéhudlts, geographic concentrations, loans
and leases on management attention watch listsppiogment rates in our market areas, experiendesircredit granting functions, changes in
underwriting standards and level of non-performiisgets and related fair value of underlying caltaté-urther, we complete a historical
charge-off migration analysis utilizing the mosteat three years of net charge-offs and trace igeation of the risk rating from origination
through charge-off. The historical percentage efdmounts charged-off for each risk rating is ayedafor the three-year period giving greater
weight in the calculation to the recent years. Wantapply these percentages to the current loateasd portfolio as an indicator of probable
losses within the portfolio. In 2013, based onrémults of our continuous risk assessment and wramit process, we refined our methodology
of establishing the general portion of the allovaafar loan and lease losses attributable to theriial loss migration by shortening the
historical loss period from five years to threengeand increasing the historical loss factor ajgpieeCategory Il loans. Both changes were
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implemented to more accurately reflect the estiméatacurred losses for the collectively evalualieahs as of the balance sheet date. Givel
asset quality improvements and a relatively lovelef net charge-offs as a percentage of totaldpaor prescribed methodology warranted a
reduction in the overall level of allowance forfoand lease losses as of the measurement datddition, as previously mentioned, a result of
the Alterra Transaction was that approximately $20iion of loans are accounted for at fair valuelas of the acquisition date required no
loss reserve. This accounting treatment was tmegwyi factor in reducing the level of allowance lfmain and lease losses to gross loans and
leases to 1.12% at December 31, 2014 as compafied2® at December 31, 2013 .

When it is determined that we will not receive eatire contractual principal or the loss is conBdnwe record a charge against the
allowance for loan and lease loss reserve to liiadoan or lease to its net realizable value. Westimated proceeds from the sales of pro|
securing collateral dependent loans are deemeffigient to repay the related debt, we confirm mability to receive our entire contractual
principal on certain commercial real estate loafeny of the impaired loans as of December 31, 20&4collateral dependent. It is part of our
routine process to obtain appraisals on all impllioans at least annually, or more frequently esuaistances warrant. As we have completed
new appraisals and/or market evaluations, we hawed that in general real estate values have &tedbjlhowever, in specific situations curr
fair values collateralizing certain impaired loamesre inadequate to support the entire amount obtittanding debt. Foreclosure actions may
have been initiated on certain of these commereallestate and other mortgage loans.

As a result of our review process, we have condubat an appropriate allowance for loan and léas®reserve for the existing loan
and lease portfolio was $14.3 million or 1.12% aigp loans and leases, at December 31, 2014 .J akimconsideration net charge-offs of
$808,000 , the required provision for loan andddasses was $1.2 million for the year ended Deeer@b, 2014 . However, given ongoing
complexities with current workout situations and theasured pace of improvement in economic comditifurther charge-offs and increased
provisions for loan and lease losses may be reddfdelditional facts and circumstances lead us different conclusion. In addition, various
federal and state regulatory agencies review tbavahce for loan and lease losses. These agermiés require certain loan and lease bala
to be classified differently or charged off wherittcredit evaluations differ from those of managembased on their judgments about
information available to them at the time of thestamination.
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A summary of the activity in the allowance for loand lease losses follows:

Year Ended December 31,

2014 2013 2012 2011 2010
(Dollars In Thousands)
Allowance at beginning of period $ 13,900 $ 1540( $ 14,158 $ 16,27: $ 14,12¢
Charge-offs:
Commercial real estate
Commercial real estate — owner occupied — — (119 (1,376 (25¢)
Commercial real estate — non-owner occupied (631) (792) — (1,612) —
Construction and land development — (72) 47 (2,097 (2,110
Multi-family — — (130 (312 (1,059
1-4 family — (39 (322 (942) (59¢)
Commercial and industrial (600) (14) (2,739 (47%) (352
Direct financing leases — — — — —
Consumer and other
Home equity and second mortgage — — (72 (113 (142
Other (2 (4) (56) (309) (699)
Total charge-offs (1,239 (919 (3,479 (7,230) (5,210
Recoveries:
Commercial real estate
Commercial real estate — owner occupied 8 1 5 — —
Commercial real estate — non-owner occupied 5 61 192 — —
Construction and land development — 281 101 13 23
Multi-family 14 — — 28¢ —
1-4 family 17 1C 77 — 16
Commercial and industrial 36¢ 11 6€ 472 26¢
Direct financing leases — 5 — 19 8
Consumer and other
Home equity and second mortgage 12 5 11 68 1
Other — — 29 2 —
Total recoveries 42~ 374 481 864 31:
Net charge-offs (80¢) (540) (2,999) (6,36¢€) (4,897)
Provision for loan and lease losses 1,23¢ (959) 4,24: 4,25( 7,04¢
Allowance at end of period $ 14,32¢ $ 13,90 $ 15400 $ 14,158 $ 16,27
Net charge-offs as a % of average gross loanseasegs 0.08% 0.0€% 0.35% 0.74% 0.57%

We review our methodology and periodically adjuktcation percentages of allowance by segmentefiected in the following table
based upon historical results. Within the spedéitegories, certain loans or leases have beerifiddrior specific reserve allocations as wel
the whole category of that loan type or lease begwgewed for a general reserve based on the farggmalysis of trends and overall balance
growth within that category.
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The table below shows our allocation of the alloeeafor loan and lease losses by loan portfolio ssdsat the dates indicated.

As of December 31,

2014 2013 2012 2011 2010
Percent of Percent of Percent of Percent of Percent of
Allowance loans in Allowance loans in Allowance loans in Allowance loans in Allowance loans in
for loan each for loan each for loan each for loan each for loan each
and lease categoryto andlease categoryto andlease categoryto andlease categoryto andlease category to
losses total loans losses total loans losses total loans losses total loans losses total loans

(Dollars In Thousands)

Loan segments:

Commercial real estate  $ 8,61¢ 63.3% $ 9,05t 65.7% $ 10,69! 68.31% $ 9,55¢ 68.1% $ 11,267 70.4%
Commercial and

industrial 5,067 32.5(% 4,23¢ 29.8% 4,12¢ 28.1(% 3,971 27.8% 4,271 25.7%
Direct financing leases,

net 42¢ 2.61% 33¢ 2.65% 207 1.7/% 24C 2.01% 24& 2.2(%
Consumer and other 21¢ 1.5(% 275 1.7¢% 371 1.7% 384 1.9€% 482 1.64%
Total $  14,32¢ 100.0% $ 13,90: 100.0% $ 15,40( 100.0% $ 14,15t 100.0% $ 16,27: 100.0%

Although we believe the allowance for loan and églasses was appropriate based on the currentdéladn and lease delinquencies,
non-accrual loans and leases, trends in chargeesfésmomic conditions and other factors as of Déxear81, 2014 , there can be no assurance
that future adjustments to the allowance will netiecessary. We adhere to high underwriting stalsdarorder to maintain strong asset qui
and continue to pursue practical and legal metlbdsllection, repossession and disposal of anh stonibled assets.

Deposits

As of December 31, 2014 , deposits increased b§.43@illion to $1.438 billion from $1.130 billiort december 31, 2013 . The
increase in deposits was primarily the result efAfiterra Transaction which added approximativety @ million of deposits. The total increase
in deposits was split between wholesale certifeafedeposit, which increased by $33.8 million 42%.3 million at December 31, 2014 from
$393.5 million at December 31, 2013 and by an meean the level of in-market deposits of $274.8ioni to $1.011 billion at December 31,
2014 from $736.3 million at December 31, 2013 . @#s continue to be the primary source of the Baflndings for lending and other
investment activities. A variety of accounts arsigeed to attract both short- and long-term deposiiese accounts include non-interest-
bearing transaction accounts, interest-bearing#etion accounts, money market accounts and timpesits. Deposit terms offered by the
Banks vary according to the minimum balance reg/itlee time period the funds must remain on deptisitrates and products offered by
competitors and the interest rates charged on stheces of funds, among other factors. With tiseggarately chartered banks within our
Corporation, we have the ability to offer our ctieadditional FDIC insurance coverage by maintgrieparate deposits with each Bank.

Our strategic efforts continue to be focused orraglth-market relationships and related transaatieposit accounts. We measure the
success of imparket deposit gathering efforts based on the nuiauhe average balances of our deposit accountsmagared to ending balanc
due to the volatility of some of our larger relatships. Our Banks’ in-market deposits are obtapradarily from the South Central,
Northeastern and Southeastern regions of Wiscamgirthe greater Kansas City area. Of our totaleayedeposits for the year enc
December 31, 2014 , approximately $791.8 million 65.5% , were considered in-market deposits. Tbispares to in-market deposits of
$712.3 million , or 64.4% , for 2013 . ReferNote 9 - Depositsn our Consolidated Financial Statements for adddl information regarding
our deposit composition.

The Banks’ liquidity policies limit the amount ofhwlesale certificates of deposit to 75% of totgdakets, with an operating goal of
50% or less of wholesale certificates of depostbtal deposits. At December 31, 2014 , the ratiwlwlesale certificates of deposit to total
deposits was 29.7% . We will continue to use whaledeposits in specific maturity periods needgpuictlly three to five years, to effectively
mitigate the interest rate risk measured throughagaeet/liability management process and to sugsset growth initiatives while taking into
consideration our operating goals and desired lefvetage of wholesale certificates of deposit. @#pending balances associated with in-
market relationships will fluctuate based upon migtwf time deposits, client demands for the uktheir cash, our ability to service and
maintain client relationships and new client depreationships.
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The following table sets forth the amount and nitiasr of the Banks’ certificates of deposit, indlugl wholesale deposits, at
December 31, 2014 .

Over six months

Three months and Over three months through twelve Over twelve
Interest rate less through six month months months Total
(In Thousands)
0.00% to 0.99% $ 26,52¢ $ 41,17 $ 77,81C $ 95,48: $ 240,99:
1.00% to 1.99% 14,62: 14,14¢ 40,93: 131,96° 201,66!
2.00% to 2.99% 7,53¢ 12,86( 5,93( 78,217 104,54!
3.00% to 3.99% — — — 6,76¢ 6,76¢

4.00% to 4.99% — — — — —
5.00% and greater — — — — —
$ 48,68¢ $ 68,18. $ 124,67: $ 312,43: $ 553,97!

At December 31, 2014 , time deposits included $ ifillion of certificates of deposit in denominatogreater than or equal to
$100,000. Of these certificates, $15.6 million sckeduled to mature in three months or less, $2illibn in greater than three through six
months, $48.7 million in greater than six througielive months and $29.6 million in greater than teahonths.

Of the total time deposits outstanding as of Decamdli, 2014 , $241.5 million are scheduled to neatur2015 , $115.3 million in
2016, $61.7 million in 2017 , $47.7 million in 201$21.2 million in 2019 , and $66.6 million thafer. As of December 31, 2014 , we have
$97.7 million of wholesale certificates of depasftich the Banks have the right to call prior to ftheduled maturity. These certificates have
original maturities ranging from 3-19 years withtiops to call after the first six to twelve montbisholding the certificates with monthly,
quarterly, or semi-annually call options thereafter

Borrowings

We had total borrowings of $44.3 million as of Deater 31, 2014 , an increase of $22.1 million ,®1% , from $22.3 million at
December 31, 2013 . The increase in total borrosviagrimarily related to the Alterra Transactigiterra had $9.4 million of borrowings
included in our balance sheet as of December 314 28d we issued $15.0 million of new subordinateldentures to fund the cash
consideration paid to the selling shareholders thiéhremainder of the consideration being madef goity. Partially offsetting these
increases, in a separate transaction, we paiddddf iillion of subordinated debt in the first quardf 2014.
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The following table sets forth the outstanding hatss, weighted average balances and weighted a&viertagest rates for our
borrowings (short-term and long-term) as indicated.

December 31, 2014 December 31, 2013 December 31, 2012
Weighted  Weighted Weighted  Weighted Weighted Weighted
average average average average average average
Balance balance rate Balance balance rate Balance balance rate

(Dollars In Thousands)

Federal funds purchased $ — 3 237 0.82% $ — 3 26( 0.7% $ — 3 237 0.82%
FHLB advances and other
borrowings 10,05¢ 5,09: 0.5€ — 6,471 0.1¢ 46¢ 2,03¢ 1.5%
Line of credit 1,01( 13 3.3C 1C 1C 3.41 10 1,66¢€ 4.07%
Subordinated notes payable  22,92¢ 13,36: 7.07 11,92¢ 11,92¢ 6.9z 11,92¢ 37,48: 7.02%
Junior subordinated notes 10,31t 10,31 10.7¢ 10,31t 10,31 10.7¢ 10,31t 10,31 10.81%
$ 44,30¢ $ 29,02 724 $ 22,25 $ 28,98. 6.7¢ $ 22,72( $ 51,73 7.46%
Short-term borrowings $ 2,01C $ 1C $ 47¢
Long-term borrowings 42,29¢ 22,24: 22,24
$ 44,30¢ $ 22,25 $ 22,72

The following table sets forth maximum amounts tariding at each month-end for specific types ofdwings for the periods
indicated.

Year Ended December 31,
2014 2013 2012

(In Thousands)
Maximum month-end balance:
FHLB advances $ 26,000 $ 26,50( $ 15,47
Federal funds purchased — — —

Stockholders’ Equity

As of December 31, 2014 , stockholders’ equity §B37.7 million , or 8.5% of total assets, compérestockholders’ equity of
$109.3 million , or 8.6% of total assets, as of ®@aber 31, 2013 . Stockholders’ equity increaseid8:5 million during the year ended
December 31, 2014 attributable to $16.6 millioreqtity paid as partial consideration to the seléralterra with the remainder paid in cash
and record net income of $14.1 million for the yeaded December 31, 2014 , partially offset byd#wid declarations of $3.4 million .

Non-bank Consolidated Subsidiaries

First Madison Investment Corp. FMIC is a wholly-owned operating subsidiary of FBat was incorporated in the State of Nevada
in 1993. FMIC was organized for the purpose of ngamgaa portion of FBB'’s investment portfolio. FMi@vests in marketable securities. As
an operating subsidiary, FMIC'’s results of operagiare consolidated with FBB's for financial andukatory purposes. FBB'’s investment in
FMIC was $150.3 million at December 31, 2014 . FMigl net income of $1.8 million for the year en@stember 31, 2014 . This compares
to a total investment of $148.1 million at DecemB®&r 2013 and net income of $1.7 million for thalyended December 31, 2013 .

First Business Capital Corp.FBCC is a wholly-owned subsidiary of FBB formedl®95 and headquartered in Madison, Wisconsin
FBCC is an asset-based financing company establtsheneet the financing needs of companies thaganerally unable to obtain traditional
commercial lending products. FBCC underwritesatmis with additional emphasis placed on collatevakrage as the companies it finances
are growing rapidly, highly leveraged, or undergpaturn-around period. Through its FBF divisioBFC purchases accounts receivable on «
full recourse basis as one additional alternativenéet the financing needs of its client base. EBBV/estment in FBCC at December 31, 2014
was $27.1 million , gross loans outstanding we@4$4 million and net income for the year ended Ddwer 31, 2014 was $2.3 million . This
compares to a
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total investment of $24.7 million , gross loanss@B1.7 million and net income of $2.4 million atddor the year ended December 31, 2013 .

First Business Equipment Finance, LLCFBEF, headquartered in Madison, Wisconsin, was éorm 1998 for the purpose of
originating leases and extending credit in the fofrtoans to small- and medium-sized companienatide and is a wholly-owned subsidiary
of FBB. FBB's total investment in FBEF at DecemBé&r 2014 was $6.9 million , gross loans and leaséstanding were $57.6 million and
FBEF had net income of $364,000 for the year erdszbmber 31, 2014 . This compares to a total invesst of $6.5 million , gross loans and
leases outstanding of $53.4 million and net incom®27,000 at and for the year ended December(Bil3 2

Rimrock Road Investment Fund, LLC . Rimrock, formerly known as FBB Real Estate, Li€a wholly-owned subsidiary of FBB
and was originally formed in 2009 for the purposéalding and liquidating real estate and otheetsacquired through foreclosure or other
legal proceedings. In 2014, Rimrock’s purpose wesged to reflect its qualified equity investmenaiMadison, Wisconsin community
development project, including the financing anchevship of a property that generates federal nevkensax credits. FBB’s total investment
in Rimrock at December 31, 2014 was $2.6 milliod &mrock had net income of $375,000 for the yemteel December 31, 2014 . This
compares to a total investment of $688,000 and &ae of $11,000 at and for the year ended Decethe2013 .

FBB-Milwaukee Real Estate LLC.FBBMRE is a wholly-owned subsidiary of FBB — Milwkee and was formed in 2009 for the
purpose of holding and liquidating real estate atfner assets acquired through foreclosure or d¢igad proceedings. FBB-Milwaukee's total
investment in FBBMRE was $10,000 at December 3142thd FBBMRE had no income or loss for the yededrDecember 31, 2014 . This
compares to a total investment of $355,000 andheeme of $16,000 at and for the year ended DeceBthe2013 .

LIQUIDITY AND CAPITAL RESOURCES

We expect to meet our liquidity needs through éxgstash on hand, established cash flow sourceshid party senior line of credit
and dividends received from the Banks. While thal®aare subject to certain regulatory limitatioeagarding their ability to pay dividends to
the Corporation, we do not believe that the Corpamawill be adversely affected by these divideimiiiations. The Corporation’s principal
liquidity requirements at December 31, 2014 weeeititerest payments due on subordinated and jgninordinated notes. During 2014 and
2013, FBB declared and paid dividends totaling $8ildon per year. The capital ratios of the Comggtion and its subsidiaries met all applice
regulatory capital adequacy requirements in eff@ecbecember 31, 2014 , and continue to meet thghtexied requirements imposed by Basel
[ll, which went into effect on January 1, 2015. T®erporation’s and the Banks’ respective BoardBioéctors and management teams adhere
to the appropriate regulatory guidelines on densiwhich affect their capital positions, includingt not limited to, decisions relating to the
payment of dividends and increasing indebtedness.

The Banks maintain liquidity by obtaining fundsrrseveral sources. The Banks’ primary sourcesraddare principal and interest
payments on loans receivable and mortgage-rela®dises, deposits and other borrowings, suckedsral funds and FHLB advances. The
scheduled payments of loans and mortgage-relataegitses are generally a predictable source of sulkposit flows and loan prepayments,
however, are greatly influenced by general inter@sts, economic conditions and competition.

We view on-balance-sheet liquidity as a criticaneént to maintaining adequate liquidity to meeta@ash and collateral obligations.
We define our on-balance-sheet liquidity as thaltot our short-term investments, our unencumbsszdirities available-for-sale and our
unencumbered pledged loans. As of December 31, 20d£2013 , our immediate on-balance-sheet liquidigs $290.8 million and $272.6
million , respectively. At December 31, 2014 and 20 the Banks had $70.5 million and $53.0 millamndeposit with the FRB, respectively.
Any excess funds not used for loan funding or Batig other cash obligations were maintained as$ @laour on-balance-sheet liquidity in our
interest-bearing accounts with the FRB, as we viilaesafety and soundness provided by the FRB. Mretp utilize excess liquidity to fund
loan and lease portfolio growth, pay down matudedt, allow run off of maturing wholesale certities of deposit, or invest in securities to
maintain adequate liquidity at an improved margin.

We had $427.3 million of outstanding wholesale adsaat December 31, 2014 , compared to $393.%0mitif wholesale deposits as
of December 31, 2013, which represented 29.7%34r&P6 , respectively, of ending balance total depo#/hile we are committed to our
continued efforts to raise in-market deposits aihtain our overall mix of wholesale certificatdsdeposit and in-market deposits, wholesale
certificates of deposit continue to be an efficiemtirce of funding for the Banks and allow thengather funds across a larger geographic bas
at price levels and maturities that are
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more attractive than single service deposits wiegnired to raise a similar level of market deposits within a short time period. Acdessuct
deposits allows us the flexibility to refrain frgparsuing single service deposit relationships imkeis that have experienced unfavorable
pricing levels. In addition, the administrative tassociated with wholesale certificates of degausi considerably lower than those that woul
be incurred to administer a similar level of lodaposits with a similar maturity structure. Durihg time frames necessary to accumulate
wholesale deposits in an orderly manner, we wil BBILB short-term advances to meet our temporangiftg needs. The FHLB short-term
advances will typically have terms of one weekite asnonth to cover the overall expected funding detaa

Our in-market relationships remain stable; howedeposit balances associated with those relatipashill fluctuate. We expect to
establish new client relationships and continueketamg efforts aimed at increasing the balancesxisting clients’ deposit accounts.
Nonetheless, we will continue to use wholesale digpin specific maturity periods, typically threefive years, needed to effectively mitig
the interest rate risk measured through our agdstity management process or in shorter timequkxiif in-market deposit balances decline. Ir
order to provide for ongoing liquidity and fundiral of our brokered deposits are certificates epakit which do not allow for withdrawal at
the option of the depositor before the stated nitgtand our deposits accumulated through the ietdisting service have the same early
withdrawal privileges and fees as other in-marlegasits. The Banks’ liquidity policies limit the aomt of wholesale deposits to 75% of total
deposits, with an operating goal of 50% or leswloblesale deposits to total deposits. The Bankgwecompliance with the policy limits and
the operating goal as of December 31, 2014 and 2013

The Banks were able to access the wholesale catéfof deposit market as needed at rates and tenmgarable to market standards
during the year ended December 31, 2014 . In tkatdhat there is a disruption in the availabitifywholesale deposits at maturity, the Banks
have managed the maturity structure, in compliavitie our approved liquidity policy, so at least gremr of maturities could be funded
through on-balance-sheet liquidity. These poteffitiatling sources include deposits maintained aFfRB and borrowings from the FHLB or
Federal Reserve Discount Window utilizing currenthencumbered securities and acceptable loandlatecal. As of December 31, 2014he
available liquidity was in excess of the statedgyominimum. As on-balance-sheet liquidity is wéd to fund growth, asset quality continues
to improve and the ratio of in-market depositsotaltdeposits remains within an acceptable rang@agement may continue to be comfortabl
reducing the number of months of maturity coverelgser to the policy minimum while remaining corid in its ability to manage the
maturities of wholesale certificates of depositthe event of a disruption in the wholesale maés.believe the Banks will also have access
to the unused federal funds lines, cash flows fbmmower repayments, and cash flows from securayunities. The Banks also have the ab
to raise local market deposits by offering attraetiates to generate the level required to futidir liquidity needs.

The Banks are required by federal regulation tontaé sufficient liquidity to ensure safe and sowperations. We believe that the
Banks have sulfficient liquidity to match the balamt net withdrawable deposits and short-term lairgs in light of present economic
conditions and deposit flows.

During the year ended December 31, 2014 , operatitigities resulted in a net cash inflow of $1f#lion . Operating cash flows
included net income of $14.1 million . Net cashdiseinvesting activities for the year ended Decentil, 2014 was approximately $332.7
million which consisted primarily of cash outflofrem net purchases of securities available for,galeding of net loan growth and the Alterra
Transaction. Net cash provided by financing adésifor the year ended December 31, 2014 was $3dili8n primarily from net increases in
deposits related to organic growth and the Alt@nansaction.

Refer toNote 11 - Stockholders’ Equity and Regulatory Capdil for a summary of the Corporation’s and the Bankgitl ratios
and the ratios required by their federal regulatbi®ecember 31, 2014 and 2013 .

Off-Balance-Sheet Arrangements

As of December 31, 2014 , the Banks had outstarmmbngmitments to originate $406.2 million of loam&laommitments to extend
funds to or on behalf of clients pursuant to starlékters of credit of $17.6 million . As of Deceant81, 2014 , the Banks had $190.3 millain
commitments to extend funds which extend beyondyaae. We do not expect any losses as a resuiesttfunding commitments. We have
evaluated outstanding commitments associated wéthd that were identified as impaired loans andlcded that there are no additional lo:
required to be recorded with these unfunded comaetitsias of December 31, 2014 . We believe thatiaddl commitments will not be
granted or additional collateral will be providedstupport any additional funds advanced. The Bafda utilize interest rate swaps for the
purposes of interest rate risk management, asideddurther inNote 18 — Derivative Financial Instrumentgo the Consolidated Financial
Statements.
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Additionally the Corporation has remaining commitrteeof $960,000 to Aldine Capital Fund, LP (“Aldihand $2.8 million to
Aldine Capital Fund II, LP (“Aldine 11"), which arerivate equity mezzanine funding limited partngsshn which we have invested. Aldine
began its operations in October 2006 and Aldireetian its operations in March 2013.

We believe adequate capital and liquidity are add from various sources to fund projected committs.
Contractual Obligations

The following table summarizes our contractual aalsligations at December 31, 2014 :

Payments Due by Period

Lessthan 1 More than 5
Total Year 1-3 Years 4-5 Years Years

(In Thousands)

Operating lease obligations $ 11,998 $ 1,19¢ $ 2,19¢ % 2,05¢ % 6,54
Time deposits 553,97! 241,54: 177,00¢ 68,87 66,55¢
Line of credit 1,01( 1,01( — — —
Subordinated notes 22,92¢ — — — 22,92¢
Junior subordinated notes 10,31¢ — — — 10,31¢
FHLB advances and other borrowings 10,05¢ 1,00(¢ 8,38: — 675
Total contractual obligations $ 610,27¢ $ 244,74¢ $ 187,58. $ 70,92¢ $ 107,01¢

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 liabilitiesdisilosure of contingent assets and liabilitiethatdate of the financial statements and the
reported amounts of revenues and expenses duengplorting period. By their nature, changes is¢hessumptions and estimates could
significantly affect the financial position or rétsuof operations for FBFS. Actual results coulffedifrom those estimates. Discussed below ar
certain policies that are critical to FBFS. We viesitical accounting policies to be those which kighly dependent on subjective or complex
judgments, estimates, and assumptions, and whargeh in those estimates and assumptions couldahsigaificant impact on the financ
statements.

Allowance for Loan and Lease Losses. The allowance for loan and lease losses represant&cognition of the risks of extending
credit and our evaluation of the quality of ther@md lease portfolio and as such, requires thefuselgment as well as other systematic
objective and gquantitative methods which may ineladditional assumptions and estimates. The riskgtending credit and the accuracy of
our evaluation of the quality of the loan and lepsgfolio are neither static nor mutually exclisand could result in a material impact on our
Consolidated Financial Statements. We may ovemeséi the quality of the loan and lease portfolguiéng in a lower allowance for loan and
lease losses than necessary, overstating net inanthequity. Conversely, we may under-estimatetiadity of the loan and lease portfolio,
resulting in a higher allowance for loan and ldasses than necessary, understating net incomeaurity. The allowance for loan and lease
losses is a valuation allowance for probable cledies, increased by the provision for loan aadddosses and decreased by charge-offs, ne
of recoveries. We estimate the allowance reserlanba required and the related provision for load lzase losses based on monthly
evaluations of the loan and lease portfolio, wigitigular attention paid to loans and leases thaetbeen specifically identified as needing
additional management analysis because of the fatéor further problems. During these evaluatiorsnsideration is also given to such
factors as the level and composition of impaired atther nonperforming loans and leases, historical loss erpeg, results of examinations
regulatory agencies, independent loan and leasewsyour estimate of the fair value of the undedycollateral taking into consideration
various valuation techniques and qualitative adjestts to inputs to those estimates of fair value strength and availability of guarantees,
concentration of credits and other factors. Allawad of the allowance may be made for specific $oanleases, but the entire allowance is
available for any loan or lease that, in our judgtmshould be charged off. Loan and lease lossesharged against the allowance when we
believe that the uncollectability of a loan or kedslance is confirmed. Shiote 1 — Nature of Operations and Summary of Sigrigant
Accounting Policiesin the Consolidated Financial Statements for furthiecussion of the allowance for loan and leassds.

We also continue to exercise our legal rights @amdedies as appropriate in the collection and dapdfson-performing assets, and
adhere to rigorous underwriting standards in oigimation process in order to continue to mains&thong asset quality. Although we believe
that the allowance for loan and lease losses wamppate as of December 31, 2014

62




Table of Contents

based upon the evaluation of loan and lease dalimgjes, non-performing assets, charge-off trera®)@mic conditions and other factors,
there can be no assurance that future adjustmettte @allowance will not be necessary. If the dualf loans or leases deteriorates, then the
allowance for loan and lease losses would geneballgxpected to increase relative to total loansl@ases. If loan or lease quality improves,
then the allowance would generally be expectectoahse relative to total loans and leases.

Income Taxes. FBFS and its wholly owned subsidiaries file a cdidsded federal income tax return, a combined Wisao state tax
return and a Kansas state tax return. Deferredniedaxes are recognized for the future tax consemseattributable to differences betweer
financial statement carrying amounts of existingets and liabilities and their respective tax bafke determination of current and deferred
income taxes is based on complex analysis of martpffs, including the interpretation of federal atate income tax laws, the difference
between the tax and financial reporting basis sétssand liabilities (temporary differences), eats of amounts currently due or owed, such
as the timing of reversals of temporary differenegsl current accounting standards. We apply a fil@ly than not approach to each of our
tax positions when determining the amount of taxefié to record in our Consolidated Financial Statats. Deferred tax assets and liabilities
are measured using enacted tax rates expectegliotagaxable income in the years in which thasaporary differences are expected to be
recovered or settled. The effect of a change indées on deferred taxes is recognized in incontledrperiod that includes the enactment date
We have made our best estimate of valuation alloesutilizing positive and negative evidence araluation of sources of taxable income
including tax planning strategies and expectedrsalg of timing differences to determine if valoatallowances were needed for deferred tax
assets. Realization of deferred tax assets overisrdependent on our ability to generate sufficiaxable earnings in future periods and a
valuation allowance may be necessary if managedetetmines that it is more likely than not that deéerred asset will not be utilized. These
estimates and assumptions are subject to chang@eg€s in these estimates and assumptions couldsativaffect future consolidated results
of operations.

The federal and state taxing authorities who makessments based on their determination of taxrdaaysperiodically review our
interpretation of federal and state income tax lalves liabilities could differ significantly fromhe estimates and interpretations used in
determining the current and deferred income tabilltees based on the completion of examinationgdxyng authorities.

ltem 7A. Quantitative and Qualitative Disclosures about Marlet Risk

Our primary market risk is interest rate risk, wharises from exposure of our financial positiohanges in interest rates. It is our
strategy to reduce the impact of interest rateaisket interest margin by maintaining a favorabégch between the maturities and repricing
dates of interest-earning assets and interestrgphabilities. This strategy is monitored by tlespective Banks’ Asset/Liability Management
Committees, in accordance with policies approvetheyrespective Bank8oards. These committees meet regularly to reviEnsensitivity o
their respective Bank’s assets and liabilitiesharges in interest rates, liquidity needs and ssy@nd pricing and funding strategies.

We use two techniques to measure interest rateTriekfirst is simulation of earnings. In this me@snent technique the balance sl
is modeled as an ongoing entity whereby future ginowricing, and funding assumptions are implemg:ntdese assumptions are modeled
under different rate scenarios that include a dgimmelous, instant and sustained change in intextest.r

The following table illustrates the potential impa€ changes in market rates on our net interestnire for the next twelve months, as
of December 31, 2014 . Given the current low irgerate environment, we do not expect that intesdst will fall by greater than 50 basis
points from December 31, 2014 levels. We also asshiat managed rate liability prices will rise ataanount less than the instantaneous rate
shock in the Up 100 and Up 200 scenarios belowlewlsing at an amount equivalent to the instartaseaate shock in the Up 300 and Up 40(
scenarios. This model assumption is consistent aithexpectation on how depositors will react toidy rising interest rates and our desire to
maintain core deposit client relationships.

Change in interest rates in basis points Down 50 No Change Up 100 Up 200 Up 300 Up 400
Impact on net interest income (1.279% — 0.72% 4.1% 2.38% 4.4(%

The second measurement technique used is statiangdysis. Gap analysis involves measurement difference in asset and
liability repricing on a cumulative basis withirspecified time frame. In general, a positive gajidates that more interest-earning assets thatr
interest-bearing liabilities reprice/mature inradi frame and a negative gap indicates the oppdsitehown in the cumulative gap position in
the table presented below, at December 31, 200dinterest-bearing liabilities have the generalrelsteristics that will allow them to reprice
faster than interest-earning assets over the rertdnths while
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our interest-earning assets will reprice fasten tinéerest-bearing-liabilities thereafter. In adutitto the gap position, other determinants of net
interest income are the shape of the yield curgaetpl rate levels and the corresponding effecbofractual interest rate floors, reinvestment
spreads, balance sheet growth and mix, and interesspreads. Our success in attracting in-maldqebdsits adds to the interest rate liability
sensitivity of the organization. During recent yearportion of our variable rate loans and ceméiour variable rate borrowings have been
priced at a rate equivalent to a fixed spread alaoverket rate index combined with an interestilata. These interest rate floors restrict the
rate from repricing in tandem with the market ratesrates increase, these interest rate floolg@gtrict the subject assets and liabilities from
experiencing rate increases until the interestftate is exceeded which may put pressure on rtetést margin.

We manage the structure of interest-earning aaseténteresbearing liabilities by adjusting their mix, yielahaturity and/or repricin
characteristics based on market conditions. Whiglesatificates of deposit are a significant sowtéunds. We use a variety of maturities to
augment our management of interest rate exposureefitly, we do not employ any derivatives to d@ssisnanaging our interest rate risk
exposure; however, management has the authorizatgermitted within applicable approved policas] ability to utilize such instruments
should they be appropriate to manage interesesaiosure.

The following table illustrates our static gap pasi.

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:
Short-term investments $ 81,80 $ 2,69t $ 3,86( % — 3 88,35¢
Investment securities 14,83t 32,87¢ 95,35 40,19: 183,25¢
Commercial loans 185,42¢ 31,37¢ 77,22¢ 4,34¢ 298,38
Real estate loans 303,14¢ 88,15 310,80¢ 93,13¢ 795,24
Asset-based loans 162,98! — — — 162,98!
Lease receivables 1,30¢ 2,58¢ 14,31° — 18,20"
Consumer loans 864 59C 92 — 1,54¢
Total earning assets $ 750,36 $ 158,27t $ 501,65¢ $ 137,67 $ 1,547,997
Liabilities
Interest-bearing transaction $ 104,19¢ $ — $ —  $ — $ 104,19
Money market accounts 575,76t — — — 575,76t
Time deposits under $250,000 26,00¢ 199,14 241,20: 66,55¢ 532,90
Time deposits $250,000 and over 2,89t 11,42 6,08¢ — 20,40t
FHLB advances — 1,00(¢ 8,00( — 9,00(
Short-term borrowings 1,01( — — — 1,01(C
Long-term debt 1,711 — 15,00( 17,20¢ 33,91¢
Total interest-bearing liabilities $ 71158 $ 211,56t $ 27029 % 83,76 $ 1,277,20
Interest rate gap $ 38,78 $ (63,290 $ 231,36t $ 53,91: $ 270,76!
Cumulative interest rate gap $ 38,78¢ $ (14510 $ 216,85 $ 270,76¢
Cumulative interest rate gap to total earning asset 2.51% (0.99% 14.01% 17.4%
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First Business Financial Services, Inc.

Consolidated Balance Sheets

December 31,
2014

December 31,
2013

(In Thousands, Except Share Data)

Assets
Cash and due from banks $ 14,88: $ 13,21¢
Short-term investments 88,35¢ 68,06
Cash and cash equivalents 103,23 81,28t
Securities available-for-sale, at fair value 144,69¢ 180,11¢
Securities held-to-maturity, at amortized cost 41,56: —
Loans and leases receivable, net of allowanceofor bnd lease losses of $14,329 and

$13,901, respectively 1,266,43! 967,05(
Premises and equipment, net 3,94: 1,15¢
Foreclosed properties 1,69: 33:
Cash surrender value of bank-owned life insurance 27,31« 23,14
Investment in Federal Home Loan Bank and Feders¢®e Bank stock, at cost 2,34( 1,25¢
Accrued interest receivable and other assets 26,217 14,31¢
Goodwill and other intangible assets 11,94« —
Total assets $ 1,629,38° $ 1,268,65!
Liabilities and Stockholders’ Equity
Deposits $ 1,438,261 $ 1,129,85!
Federal Home Loan Bank and other borrowings 33,99/ 11,93¢
Junior subordinated notes 10,31¢ 10,31¢
Accrued interest payable and other liabilities 9,06% 7,27¢
Total liabilities 1,491,63! 1,159,38!
Commitments and contingencies
Stockholders’ equity:
Preferred stock, $0.01 par value, 2,500,000 stear#®rized, none issued or outstanding — —
Common stock, $0.01 par value, 25,000,000 shatbeazed, 4,537,426 and 4,106,084

shares issued, 4,335,927 and 3,943,997 shareamulits) at December 31, 2014 and

2013, respectively 45 41
Additional paid-in capital 74,96: 56,00z
Retained earnings 67,88¢ 57,14
Accumulated other comprehensive income (loss) 21¢ (342)
Treasury stock (201,499 and 162,087 shares at Owsredd, 2014 and 2013, respectivel

at cost (5,369 (3,56¢)
Total stockholders’ equity 137,74¢ 109,27!
Total liabilities and stockholders’ equity $ 162938 $ 1,268,65!

See accompanying Notes to Consolidated Financé®ents.

66




Table of Contents

First Business Financial Services, Inc.
Consolidated Statements of Income

For the Year Ended December 31,

2014 2013 2012

(In Thousands, Except Share Data)

Interest income

Loans and leases $ 54,041 50,23¢ $ 51,12¢
Securities income 3,34z 3,31¢ 3,417
Short-term investments 31z 257 224
Total interest income 57,701 53,81( 54,76¢
Interest expense
Deposits 9,47( 9,73¢ 13,02¢
Notes payable and other borrowings 98¢ 85¢ 2,744
Junior subordinated notes 1,112 1,111 1,11¢
Total interest expense 11,571 11,70¢ 16,88¢
Net interest income 46,13( 42,10¢ 37,88:
Provision for loan and lease losses 1,23¢ (959 4,24:
Net interest income after provision for loan arakke losses 44,89¢ 43,06« 33,63¢
Non-interest income
Trust and investment services fee income 4,43¢ 3,75¢ 2,92
Service charges on deposits 2,46¢ 2,15(C 2,02¢
Loan fees 1,57 1,29¢ 2,02¢
Increase in cash surrender value of bank-ownednigierance 862 84t 703
Gain on sale of loans and leases 392 — 147
Other 36¢ 39¢ 86¢
Total non-interest income 10,10z 8,44: 8,69¢
Non-interest expense
Compensation 21,47 18,27¢ 17,01¢
Occupancy 1,391 1,26¢ 1,27(
Professional fees 3,40t 1,96¢ 1,63¢
Data processing 1,71C 1,50( 1,31¢
Marketing 1,662 1,35¢ 1,22¢
Equipment 65C 52¢ 49(C
FDIC insurance 75€ 741 1,73:
Collateral liquidation costs 32C 19¢ 65E
Net (gain) loss on foreclosed properties (20 (117 58t
Other 2,41% 4,654 2,73¢
Total non-interest expense 33,77¢ 30,37: 28,66
Income before income tax expense 21,22: 21,13t 13,67¢
Income tax expense 7,08: 7,38¢ 4,75(
Net income $ 14,13¢ 13,74¢  $ 8,92¢
Earnings per common share:
Basic $ 3.52 35C $ 3.3C
Diluted 3.51 3.4¢ 3.2¢
Dividends declared per share 0.84 0.5¢ 0.2¢

See accompanying Notes to Consolidated Financié®ents
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First Business Financial Services, Inc.
Consolidated Statements of Comprehensive Income

For the Year Ended December 31,

2014 2013 2012

Net income $ 14,13¢ $ 13,74¢ $ 8,92¢
Other comprehensive loss, before tax
Securities available-for-sale:

Unrealized securities losses arising during théopger 1,61¢ (4,097 (509)
Securities held-to-maturity:

Unrealized losses transferred during the period (874) — —

Amortization of net unrealized losses transferredrd) the period 167 — —
Income tax (expense) benefit (352 1,567 19t
Comprehensive income $ 14,69¢ § 11,22 $ 8,61¢

See accompanying Notes to Consolidated Financaaé®ents
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First Business Financial Services, Inc.
Consolidated Statements of Changes in Stockholdergquity

Accumulated

Balance at December 31, 2011

Net income

Other comprehensive loss

Issuance of common stock

Exercise of stock options

Share-based compensation - restricted shares
Share-based compensation - tax benefits
Cash dividends ($0.28 per share)

Treasury stock purchased

Treasury stock re-issued

Balance at December 31, 2012

Net income

Other comprehensive loss

Exercise of stock options

Share-based compensation - restricted share
Share-based compensation - tax benefits
Cash dividends ($0.56 per share)

Treasury stock purchased

Balance at December 31, 2013

Net income

Other comprehensive loss

Issuance of common stock

Exercise of stock options

Share-based compensation - restricted shares
Share-based compensation - tax benefits
Cash dividends ($0.84 per share)

Treasury stock purchased

Balance at December 31, 2014

Common Additional other
shares Common paid-in Retained comprehensive  Treasury
outstanding stock capital earnings income (loss) stock Total
(In Thousands, Except Share Data)

2,62556! $ 27 $ 2584! $ 3750 $ 2491 $ (1,64) $ 64,21
— — — 8,92¢ — — 8,92¢
— — — — (30¢) — (30¢)
1,265,001 13 27,06: — — — 27,07¢
1,00 — 22 — — — 22
30,38¢ — 54¢ — — — 54¢
— — 107 — — — 107
— — — (82¢) — — (82¢)
(9,445 — — — — (21¢) (21¢)
4,15¢ — (77) — — 77 —
3,916,66 $ 40 $ 5350¢ $ 4559¢ $ 2,18: $ (1,787 $ 99,53¢
— — — 13,74¢ — — 13,74¢
— — — — (2,525 — (2,525
69,68¢ 1 1,47: — — — 1,47¢
25,03( — 66( — — — 66C
— — 36¢ — — — 36E
— — — (2,202) — — (2,202)
(67,389 — — — — (1,782) (1,782)
3,943,999 $ 41 $ 56,000 $ 57,14! $ (342) $ (3,569 $ 109,27
— — — 14,13¢ — — 14,13¢
— — — — 56( — 56(
360,08: 3 16,55¢ — — — 16,557
39,00( 1 93¢ — — — 937
32,26 — 887 — — — 887
— — 584 — — — 584
— — — (3,39¢) — — (3,39¢)
(39,419 — — — — (1,795 (1,795
433592 % 45 $ 7496 $ 67,88t $ 21t $ (5,369 $ 137,74t

See accompanying Notes to Consolidated Financié¢®ents.
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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 caskigeal by operating activities:
Deferred income taxes, net
Provision for loan and lease losses
Depreciation, amortization and accretion, net
Share-based compensation
Increase in cash surrender value of bank-ownedhisfierance
Origination of loans for sale
Sale of loans originated for sale
Gain on sale of loans originated for sale
Net (gain) loss on foreclosed properties, includingairment valuation
Excess tax benefit from share-based compensation
(Increase) decrease in accrued interest receizalol@ther assets
Increase (decrease) in accrued interest payablethrd liabilities
Net cash provided by operating activities
Investing activities
Proceeds from maturities, redemptions and paydeifvasailable-for-sale securities
Proceeds from maturities, redemptions and paydaivhsld-to-maturity securities
Purchases of available-for-sale securities
Proceeds from sale of foreclosed properties
Payments to priority lien holders of foreclosedpganies
Net increase in loans and leases
Net cash associated with the Alterra Bank acquoisiti
Investment in community development entity
Investments in limited partnerships
Distributions from limited partnerships
Investment in FHLB and FRB Stock
Proceeds from sale of FHLB Stock
Purchases of leasehold improvements and equipmeint,
Proceeds from sale of leasehold improvements anipment, net
Increase in bank owned life insurance policies
Premium payment on bank owned life insurance pedici
Proceeds from surrender of bank owned life inswgadicies
Net cash used in investing activities
Financing activities
Net increase in deposits
Repayment of FHLB advances
Increase in FHLB advances
Net increase (decrease) in short-term borrowedsfund
Net increase in long-term borrowed funds
Proceeds from issuance of subordinated notes payadt of issuance costs
Repayment of subordinated notes payable
Excess tax benefit from share-based compensation
Common stock issuance
Cash dividends paid
Exercise of stock optior

For the Year Ended December 31,

2014 2013 2012
(In Thousands)

14,13¢ 13,74t $ 8,92¢
1,38¢ 2,42¢ (1,90¢)
1,23¢ (959 4,24:
1,87( 2,32 3,05¢
887 66( 54¢
(862) (84%) (709
(9,397) — (1,54¢)
6,651 — 1,69t
(392 — (247)
(1C) (117) 58t
(589 (365) (207)
(5,44%) 2,71 64€
2,39( (3,68)) 71z
11,87- 15,90: 15,99¢
44,14¢ 62,52( 56,99:
2,211 — —
(52,94 (48,049 (90,407
25¢ 2,73¢ 1,95¢
— — (367)
(299,09 (70,917 (65,629
(11,95) — —
(7,500 — —
(1,000) (1,250) —
72z 672 89¢
(1,459 (1,185 —
37¢ 1,07¢ 1,22
(3,290 (531) (561)
— 3C —
(3,28%) — (4,000
(29) (29) (29)
— — 11€
(332,749 (54,91¢) (99,809
308,41: 37,60: 40,94
— (46¢) (13
9,38t — —
1,00( — (800)
67¢ — —
14,46¢ — 6,21t
(4,000 — (33,289
584 36¢ 107
16,55’ — 27,07¢
(3,39¢) (2,475 (73¢)
93¢ 1.47¢ 22



Purchase of treasury stock (2,795 (1,782 (21€)
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First Business Financial Services, Inc.
Consolidated Statements of Cash Flows

For the Year Ended December 31,

2014 2013 2012
(In Thousands)

Net cash provided by financing activities 342,82t 34,71« 39,30«
Net decrease in cash and cash equivalents 21,95: (4,300 (44,507
Cash and cash equivalents at the beginning ofaéhedg 81,28¢ 85,58¢ 130,09:
Cash and cash equivalents at the end of the period $ 103,23° $ 81,28t $ 85,58t¢
Supplementary cash flow information
Cash paid during the period for:

Interest paid on deposits and borrowings $ 11,04¢ $ 12,36¢ $ 17,80(
Income taxes paid 7,221 6,08¢ 5,71¢
Non-cash investing and financing activities:

Transfer of securities from available-for-sale &bdhito-maturity 44,58" — —
Unrealized loss on transfer from available-for-gal@eld-to-maturity (874 — —
Foreclosed properties acquired in acquisitionaitfalue 1,60t — —
Transfer to foreclosed properties — 1,381 1,511
Reissuance of treasury stock — — 77

See accompanying Notes to Consolidated Financiaé®ents.
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First Business Financial Services, Inc.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Note 1 — Nature of Operations and Summary of Sigridant Accounting Policies

Nature of Operations.Effective November 1, 2014, the Corporation congadts acquisition of Aslin Group, Inc. (“Aslin Qup”) (the
“Merger”), including Alterra Bank, Aslin Group’s valy-owned subsidiary (“Alterra”), pursuant to tMerger Agreement and Plan of Merger
entered into on May 22, 2014. As a result of theddg Alterra Bank has become a wholly-owned suagjdf the Corporation. Seéote 2for
additional information on the merger.

The accounting and reporting practices of FirstiBess Financial Services, Inc. (the “Corporatioit§ wholly-owned subsidiaries, First
Business Bank (“FBB"), First Business Bank — Milkae (“FBB — Milwaukee”) and Alterra Bank (“Alterrahave been prepared in
accordance with U.S. generally accepted accouptimgiples (“GAAP”). FBB, FBB — Milwaukee and Altexr are sometimes referred to
together as the “Banks.” FBB operates as a comaldyanking institution in the Madison, Wisconsinrked, consisting primarily of Dane
County and the surrounding areas, with loan pradnaiffices in Oshkosh, Appleton, and Green Bays&nsin. FBB also offers trust and
investment services through First Business Trubtgestments (“FBTI”), a division of FBB. FBB — Milaukee operates as a commercial
banking institution in the Milwaukee, Wisconsin ket consisting primarily of Waukesha County anel shrrounding areas, with a loan
production office in Kenosha, Wisconsin. Alterreeggtes as a commercial banking institution in t@dés City market and the surrounding
areas. The Banks provide a full range of finanséalices to businesses, business owners, exegytiedésssionals and high net worth
individuals. The Banks are subject to competitiammT other financial institutions and service prargland are also subject to state and federe
regulations. FBB has the following wholly-owned sidiaries: First Business Capital Corp. (“FBCC"ysFMadison Investment Corp.
(“FMIC™), First Business Equipment Finance, LLC BEF") and Rimrock Road Investment Fund, LLC (“RirckdRoad”). FMIC is located in
and was formed under the laws of the state of NeveBB-Milwaukee has one subsidiary, FBB — Milwagilkeal Estate, LLC (“FBBMRE").

Basis of Financial Statement PresentatioriThe Consolidated Financial Statements include tceunts of the Corporation and its wholly-
owned subsidiaries. In accordance with the promisiof Accounting Standards Codification (“ASC”) Tog10, the Corporation’s ownership
interest in FBFS Statutory Trust Il (*Trust IIRas not been consolidated into the financial states All significant intercompany balances
transactions have been eliminated in consolidation.

Management of the Corporation is required to maitenates and assumptions that affect the reportexiats of assets and liabilities and
disclosure of contingent assets and liabilitiehatdate of the financial statements as well asrted amounts of revenues and expenses durir
the reporting period. Actual results could diffegréficantly from those estimates. Material estiesathat could experience significant changes
in the near-term include the value of foreclosempprty, lease residuals, property under operatiagds, securities, income taxes and the leve
of the allowance for loan and lease losses. Ceamiounts in prior periods may have been reclassiieconform to current presentation.
Subsequent events have been evaluated througsstienice of the Consolidated Financial Statememtsighificant subsequent events have
occurred through this date requiring adjustmerh#ofinancial statements or disclosures.

Cash and Cash EquivalentsThe Corporation considers federal funds sold, @siebearing deposits and short-term investmentshthae
original maturities of three months or less to Bstcequivalents.

Securities.The Corporation classifies its investment and naggrelated securities as available-for-sale, telaraturity and trading. Debt
securities that the Corporation has the posititeniand ability to hold to maturity are classifiesiheld-to-maturity and are stated at amortize
cost. Debt and equity securities bought expresslyife purpose of selling in the near term aresdii@sl as trading securities and are measurec
at fair value with unrealized gains and losses mtepadn earnings. Debt and equity securities nassified as held-to-maturity or as trading are
classified as available-for-sale. Available-foresaécurities are measured at fair value with uimegligains and losses reported as a separate
component of stockholderstuity, net of tax. Realized gains and losses,daatines in value judged to be other than tempo@e included i
the consolidated statements of income as a compoheon-interest income. The cost of securitidd sobased on the specific identification
method. The Corporation did not hold any tradingusities at December 31, 2014 and 2013 .

Discounts and premiums on investment and mortgagkdu securities are accreted and amortized itgoeist income using the effective yield
method over the weighted average life of the s&eari

Declines in the fair value of investment securiti@gth certain exceptions for debt securities ndietbw) that are deemed to be other-than-
temporary are charged to earnings as a realizeddosl a new cost basis for the securities is ksttel. In evaluating other-than-temporary
impairment, management considers the length of &intkextent to which the fair value has been leas tost, the financial condition and near
term prospects of the issuer, and the intent aililyadf the Corporation to retain its investmentthe issuer for a period of time sufficient to
allow for any anticipated recovery in fair valuetive near
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term. Declines in the fair value of debt securittetow amortized cost are deemed to be other-thapadrary in circumstances where: (1) the
Corporation has the intent to sell a security;if® more likely than not that the Corporationhié required to sell the security before recover
of its amortized cost basis; or (3) the Corporators not expect to recover the entire amortizet lwasis of the security. If the Corporation
intends to sell a security or if it is more likehan not that the Corporation will be required ¢tl the security before recovery, an other-than-
temporary impairment write-down is recognized im@ags equal to the difference between the secaréaynortized cost basis and its fair va

If the Corporation does not intend to sell the siégwor it is not more likely than not that it witle required to sell the security before recovery,
the other-than-temporary impairment write-downdparated into an amount representing credit loB&hnis recognized in earnings, and an
amount related to all other factors, which is retngd in other comprehensive income.

Loans and Leasesl.oans and leases which management has the intdrahality to hold for the foreseeable future oriumtaturity are

reported at their outstanding principal balancénaitjustments for partial charge-offs, the alloveafor loan and lease losses, deferred fees ol
costs on originated loans and leases, and unamadpizemiums or discounts on any purchased loared.originated or purchased and
intended for sale in the secondary market areazhat the lower of cost or estimated fair valuthmmaggregate. Unrealized losses on such |
are recognized through a valuation allowance blyaage to other non-interest income. Gains and $ogsahe sale of loans are also included ir
other non-interest income.

A loan or a lease is accounted for as a troubléd @estructuring if the Corporation, for economidenal reasons related to the borrower’s
financial condition, grants a concession to thedwer that it would not otherwise consider. A trtathdebt restructuring may involve the
receipt of assets from the debtor in partial orgatisfaction of the loan or lease, or a modifaraf terms such as a reduction of the stated
interest rate or face amount of the loan or leaseduction of accrued interest, an extension®hthaturity date at a stated interest rate lower
than the current market rate for a new loan ordewith similar risk, or some combination of thesaaessions. Restructured loans can involve
loans remaining on non-accrual, moving to non-a¢ir continuing on accrual status, dependingndividual facts and circumstances. Non-
accrual restructured loans are included and treaiibdall other non-accrual loans. In addition,adkruing restructured loans are reported as
troubled debt restructurings which are consideretlaccounted for as impaired loans. Generallyruesitred loans remain on non-accrual unti
the borrower has attained a sustained period @fyrapnt performance under the modified loan terreadgally a minimum of six months).
However, performance prior to the restructuringsignificant events that coincide with the restaicty, are considered in assessing whether
the borrower can meet the new terms and whethdodimeshould be returned to or maintained on a¢status. If the borrowes’ ability to mee
the revised payment schedule is not reasonablyedsstiine loan remains on non-accrual.

Interest on non-impaired loans and leases is ad@nd credited to income on a daily basis baseti@nnpaid principal balance and is
calculated using the effective interest method.fgedicy, a loan or a lease is considered impairatigaced on a non-accrual status when it
becomes 90 days past due or it is doubtful thatractual principal and interest will be collectedaiccordance with the terms of the contract. /
loan or lease is determined to be past due if thiolver fails to meet a contractual payment andleihtinue to be considered past due until al
contractual payments are received. When a loaeasel is placed on non-accrual, interest accraidé®ntinued and previously accrued but
uncollected interest is deducted from interestimeolf collectability of the contractual principahd interest is in doubt, payments received ar
first applied to reduce loan principal. If collelstitty of the contractual payments is not in doyksyments may be applied to interest for inte
amounts due on a cash basis. As soon as it isndett with certainty that the principal of an inmeai loan or lease is uncollectable either
through collections from the borrower or dispositaf the underlying collateral, the portion of terying balance that exceeds the estimated
measurement value of the loan or lease is charfieldo@ns or leases are returned to accrual stahen they are brought current in terms of
both principal and accrued interest due, have pmedd in accordance with contractual terms for aaeable period of time, and when the
ultimate collectability of total contractual pripeil and interest is no longer doubtful.

Transfers of assets, including but not limited &otigipation interests in originated loans, thabmgompletion of the transfer satisfy the
conditions to be reported as a sale, includingllesgdation, are derecognized from the Consoliddedncial Statements. Transfers of assets
that upon completion of the transfer do not meetdbnditions of a sale are recorded on a gross kaiti a secured borrowing identified to
reflect the amount of the transferred interest.

Loan and lease origination fees as well as cediagtt origination costs are deferred and amorteedn adjustment to loan yields over the
stated term of the loan or lease. Loans or ledmsgdsult from a refinance or restructuring, othain a troubled debt restructuring, where te
are at least as favorable to the Corporation atetines for comparable loans to other borrowers wsiithilar collection risks and result in an
essentially new loan or lease, are accounted farreswv loan or lease. Any unamortized net feesscospenalties are recognized when the
new loan or lease is originated. Unamortized na lor lease fees or costs for loans and leasessthdt from a refinance or restructure with
only minor modifications to the original loan oake contract are carried forward as a part of ¢hénwestment in the new loan or lease. For
troubled debt
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restructurings all fees received in connection witihodification of terms are applied as a reduatibtine loan or lease and any related costs,
including direct loan origination costs, are charteexpense as incurred.

The Corporation purchased an individual loan in28fd a group of loans in connection with the Altexcquisition which have shown
evidence of credit deterioration since originatibhese purchased loans are recorded at fair valeh, that there is no carryover of the seller’s
allowance for loan losses. After acquisition, l@saee recognized by an increase in the allowancedn losses. Such purchased loans are
accounted for individually. The Corporation estiesathe amount and timing of expected cash flowgs#&goh purchased loan, and the expectec
cash flows in excess of fair value are recordeidtasest income over the remaining life of the Igaocretable yield). The excess of the loan’s
contractual principal and interest over expecteshdbws is not recorded (nonaccretable difference)

Over the life of the loan, expected cash flows tw# to be estimated. If the present value of etqubcash flows is less than the carrying
amount, a provision for loan loss is recordedh#f present value of expected cash flows is gréladerthe carrying amount, it is recognized as
part of future interest income.

Allowance for Loan and Lease Lossed he allowance for loan and lease losses is maiedaat a level that management deems appropriate
absorb probable and estimable losses inherentito#in and lease portfolios. Such inherent losses fom the size and current risk
characteristics of the loan and lease portfolicassessment of individual impaired and other probans and leases, actual loss experience,
estimated fair value of underlying collateral, acbeesituations that may affect the borrower’s gbth repay, and current geographic or
industry-specific current economic events. Somegingal and other loans and leases have risk chastitte that are unique to an individual
borrower and the loss must be estimated on anithgibasis. Other impaired and problem loans eadds may have risk characteristics
similar to other loans and leases and bear simniterent risk of loss. Such loans and leases, wénriemot individually reviewed and measured
for impairment, are aggregated and historical tatistics are used to determine the risk of loss.

The measurement of the estimate of loss is relipah historical experience, information about thititg of the individual debtor to pay and
the appraisal of loan collateral in light of cutreeonomic conditions. An estimate of loss is apragimation 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 ¢jrafrexpected future cash flows on impaired an@ioginoblem loans and leases, estimation
of losses on types of loans and leases based tmitéd losses and consideration of current econdrands, both local and national. Based on
management’s periodic review using all previousgntioned pertinent factors, a provision for load &rase losses is charged to expense wh
it is determined an increase in the allowancedanland lease losses is appropriate. A negatiwesiwa for loan and lease losses may be
recognized if management determines a reductitimeitevel of allowance for loan and lease losseppgopriate. Loan and lease losses are
charged against the allowance and recoveries adited to the allowance.

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

The measurement value of impaired loans and léasketermined based on the present value of exppéatigre 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 asdes collateral dependent if repayment is expdctée provided principally by the underlyi
collateral. A loan’s effective interest rate maynoge over the life of the loan based on subsequramiges in rates or indices or may be fixed &
the rate in effect at the date the loan was detexchio be impaired.

Subsequent to the initial impairment, any significeghange in the amount or timing of an impaireahlor lease’s future cash flows will result
in a reassessment of the valuation allowance trahitte if an adjustment is necessary. Measurenii@siesd on observable market price or fair
value of the collateral may change over time aggire a reassessment of the valuation allowaniteie is a significant change in either
measurement base. Any increase in the present ghkipected future cash flows attributable tofghesage of time is recorded as interest
income accrued on the net carrying amount of tha lur lease at the effective interest rate usaistount the impaired loan or lease’s
estimated future cash flows. For the year endectiber 31, 2014 , no interest income was recogridamedo the increase of the present value
of future cash flows attributable to the passageénoé. Any change in present value attributablehtanges in the amount or timing of expected
future cash flows is recorded as loan loss expenf® same manner in which impairment was initiadicognized or as a reduction of loan
expense that otherwise would be reported. Whertetted of loan or lease impairment is measuredgusivservable
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market price or fair value of collateral, any charig the observable market price of an impaired lmalease or fair value of the collateral of ar
impaired collateral-dependent loan or lease isrdambas loan loss expense in the same manner ahwhpairment was initially recognized.
Any increase in the observable market value ofrtiyaired loan or lease or fair value of the collaltén an impaired collateral-dependent loan
or lease is recorded as a reduction in the amduntn loss expense that otherwise would be redorte

Loans Held for Sale.Residential real estate loans which are originatedlintended for sale in the secondary marketarfaheseeable future
are classified as held for sale. These loans aredat the lower of cost or estimated market gafuthe aggregate. As assets specifically
originated for sale, the origination of, dispositiof, and gain/loss on these loans are classiBeaparating activities in the statement of cash
flows. Fees received from the borrower and direststo originate the loan are deferred and rezegras part of the gain or loss on sale. T
was $1.3 million in loans held for sale outstandi@ecember 31, 2014 . There were no loans helsile outstanding at December 31, 2013

Net Investment in Direct Financing Leased\et investment in direct financing lease agreemeapgesents total undiscounted payments plus
estimated unguaranteed residual value (approxigata to 20%of the cost of the related equipment) and is reztab lease receivables wl
the lease is signed and the leased property igedlel to the client. The excess of the minimumdezes/ments and residual values over the co
of the equipment is recorded as unearned leasengcdnearned lease income is recognized over thredkthe lease on a basis which results
in an approximate level rate of return on the uoveced lease investment. Lease payments are recataen due under the lease contract.
Residual values are established at lease inceptjoal to the estimated value to be received fr@retjuipment following termination of the
initial lease and such estimated value considérglaivant information and circumstances regardimgequipment. In estimating the
equipment’s fair value at lease termination, thepBmation relies on internally or externally pregéuappraisals, published sources of used
equipment prices and historical experience adjuistekinown current industry and economic trendse Torporation’s estimates are
periodically reviewed to ensure reasonablenessghierw the amounts the Corporation will ultimatedglize could differ from the estimated
amounts. When there are other than temporary aecimthe Corporation’s carrying amount of the wargateed residual value, the carrying
value is reduced and charged to non-interest egpens

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 losany, would be charged to expense in the
period it becomes evident. Rental income is reabaiethe straight-line accrual basis as other moerést income.

Leasehold Improvements and EquipmentThe cost of capitalized leasehold improvementsrisréized on the straight-line method over the
lesser of the term of the respective lease or asticheconomic life. Equipment is stated at cost é&&sumulated depreciation and amortization
which is calculated by the straight-line methodrabe estimated useful lives of three to ten yedigntenance and repair costs are charged tc
expense as incurred. Improvements which extendgbgul life are capitalized and depreciated overr#imaining useful life of the assets.

Foreclosed PropertiesProperty acquired by repossession, foreclosurey aieled in lieu of foreclosure is carried at thedowf the recorded
investment in the loan at the time of acquisitionhe 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 acquisitgocharged to the allowance for loan and leasseksAny subsequent write-downs to reflect
current fair value, as well as gains and lossedigposition and revenues are recorded in intgrest expense. Costs relating to the develop
and improvement of the property are capitalizedevholding period costs are charged to other néerést expense. Foreclosed properties are
included in foreclosed properties, net in the ctidated balance sheets.

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

policies were surrendered on the balance sheetB@tel policies owned by the Banks are purchaset e 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 amdjek in the value are recorded in non-intereshirec The total death benefit of all of the
BOLI policies was $67.1 million as of December 214 . There are no restrictions on the use of B@bteeds nor are there any contractual
restrictions on the ability to surrender the paliég of each of December 31, 2014 and 2013, tivere no borrowings against the cash
surrender value of the BOLI policies.

Federal Home Loan Bank and Federal Reserve Bank Stk.

The Banks own shares in their regional Federal Hbazn Bank (“FHLB”) as required for membership e -HLB. The minimum required
investment was $2.3 million as of December 31, 204H4erra, as a state chartered member of therBéBeserve Bank of Kansas City
(“FRB"), is required to own shares of FRB StockeThinimum required investment was $532,700 as aEbBer 31, 2014 . FHLB and FRB
stock is carried at cost which approximates its\alue because the
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shares can be resold to other member banks athb@d per share par amount. The Corporation peddigievaluates its holding in FHLB and
FRB stock for impairment. Should the stock be imgidi it would be written down to its estimated featue. There were no impairments
recorded on FHLB and FRB stock during the yearedrdecember 31, 2014 and 2013 .

Goodwill and Other Intangible Assets.The excess of the cost of the acquisition of Attever the fair value of the net assets acquiredists
primarily of goodwill, core deposit intangibles alodn servicing rights. Core deposit intangiblegehastimated finite lives and are amortized
on an accelerated basis to expense over a pergeveh years. Loan servicing rights, when purchasednitially recorded at fair value and
subsequently amortized in proportion to and overgériod of estimated net servicing income. Thep@ration reviews other intangible assets
for impairment at least annually, or whenever esemntchanges in circumstances indicate that thgingramount of an asset may not be
recoverable, in which case an impairment chargedvoe recorded.

Goodwill is not amortized but is subject to impaémh tests on at least an annual basis. Any impairefegoodwill will be recognized as an
expense in the period of impairment.

Other Investments.The Corporation owns certain equity investmentstirer corporate organizations which are not codatdid because the
Corporation does not own more than a 50% inteneskercise control over the organization. Such stiveents are not variable interest entities.
Investments in corporations representing at le@8% interest are generally accounted for usingethéty method and investments in
corporations representing less than 20% interesg@mnerally accounted for at cost. Investmentsviitdd partnerships representing from at
least a 3% up to a 50% interest in the entity @regally accounted for using the equity methodiamdstments in limited partnerships
representing less than 3% are generally accountest £ost. All of these investments are periodijoaValuated for impairment. Should an
investment be impaired, it would be written dowritsoestimated fair value. The equity investmemésraported in other assets and the income
and expense from such investments, if any, is tedan non-interest income and non-interest expense

Derivative Instruments. The Corporation uses derivative instruments togutodgainst the risk of adverse price or inter&tst movements on
the value of certain assets, liabilities, futursttéows and economic hedges for written clienivdgive contracts. Derivative instruments
represent contracts between parties that usualyinelittle or no initial net investment and reisnl one party delivering cash to the other party
based on a notional amount and an underlying asfiggkin the contract and may be subject to mastdting agreements. A notional amount
represents the number of units of a specific itemeh as currency units. An underlying representriable, such as an interest rate. The
amount of cash delivered from one party to the mthdetermined based on the interaction of theonat amount of the contract with the
underlying.

Market risk is the risk of loss arising from an atke change in interest rates, exchange ratesity @gices. The Corporatiog’primary marke
risk is interest rate risk. Instruments designethtmage interest rate risk include interest ratpswinterest rate options and interest rate caps
and floors with indices that relate to the pricofgspecific assets and liabilities. The nature woldme of the derivative instruments used to
manage interest rate risk depend on the levelyp®ldf assets and liabilities on the balance shweéthe risk management strategies for the
current and anticipated rate environments. Couatgrpisk with respect to derivative instrumentsurs when a counterparty to a derivative
contract with an unrealized gain fails to perforce@ding to the terms of the agreement. Counteypasit is managed by limiting the
counterparties to highly rated dealers, requiriodpteral postings when values are in deficit posg, applying uniform credit standards to all
activities with credit risk and monitoring the siaed the maturity structure of the derivative palitf.

All derivative instruments are to be carried at failue on the consolidated balance sheets. Trmuatiag for the gain or loss due to changes il
the fair value of a derivative instrument dependsvbether the derivative instrument qualifies d&®dge. If the derivative instrument does not
qualify as a hedge, the gains or losses are raportearnings when they occur. However, if thedsive instrument qualifies as a hedge, the
accounting varies based on the type of risk beadgbd. In 2014 and 2013 , the Corporation solelized interest rate swaps which did not
qualify for hedge accounting and therefore all gjemin fair value and gains and losses on thes®iments were reported in earnings as they
occurred. The effects of netting arrangements s@ased within the Notes of the Consolidated FalarStatements.

Income Taxes.Deferred income tax assets and liabilities are agrtbannually for temporary differences in timirggkeen the financial
statement and tax basis of assets and liabiliti@sresult in taxable or deductible amounts infthiere based on enacted tax law and rates
applicable to periods in which the differencesearpected to affect taxable income. The ultimatéizagon of deferred tax assets is dependent
upon the generation of future taxable income dutfiregperiods in which those temporary differenoasome deductible. Management consi
the scheduled reversals of deferred tax liabilisggpropriate tax planning strategies and projastfor future taxable income over the period
which the deferred tax assets are deductible. Wieerssary, valuation allowances are establisheztitace deferred tax assets to the realizabl
amount. Management believes it is more likely thahthat the Corporation will realize the benefifthese deductible differences, net of the
existing valuation allowances.
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Income tax expense or benefit represents the tgadyb@ or tax refundable for a period, adjustedHzyapplicable change in deferred tax assets
and liabilities for that period. The Corporatiordats subsidiaries file a consolidated federal medax return and separate state income tax
returns. Tax sharing agreements allocate taxeadio entity for the settlement of intercompany taXé®w Corporation applies a more likely
than not standard to each of its tax positions wdetermining the amount of tax expense or ber@fietord in its financial statements.
Unrecognized tax benefits are recorded in othéiliiees. The Corporation recognizes accrued irgerelating to unrecognized tax benefits in
income tax expense and penalties in other nondstexpense.

Other Comprehensive IncomeComprehensive income or loss, shown as a sepamatecfal statement, includes net income or losanges il
unrealized holding gains and losses on availabledte securities, changes in deferred gains ass#$oon investment securities transferred
from available for sale to held to maturity, if almphanges in unrealized gains and losses assoegi@tedash flow hedging instruments, if any,
and the amortization of deferred gains and lossesdated with terminated cash flow hedges, if &ay.the year ended December 31, 2014 ,
there were no items requiring reclassification @ficcumulated other comprehensive income.

Earnings Per Share Earnings per common share (“EPS”) is computed ugiadwo-class method. Basic EPS are computed\igigy net
income allocated to common shares by the weightethge number of common shares outstanding fopehied, excluding any participating
securities. Participating securities include unegsestricted shares. Unvested restricted shagesasidered participating securities because
holders of these securities receive non-forfeitalblelends at the same rate as the holders of tipdZation’s common stock. Diluted EPS is
computed by dividing net income allocated to commalbares adjusted for reallocation of undistribigarhings of unvested restricted shares b
the weighted average number of common shares detirfor the basic EPS plus the dilutive effect@mmon stock equivalents using the
treasury stock method based on the average maiketfpr the period. Some stock options are diltitive and therefore are not included in
calculation of diluted EPS.

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 revédditionally, the Corporation is required to repseparate operating segments until the
revenue attributable to such segments is at Iéapeicent of total consolidated revenue. The Carpmr provides a broad range of financial
services to individuals and companies in the MidwEkese services include demand, time, and sayirgiucts, the sale of certain ndaeposi
financial products and commercial and retail legdirasing and trust services. While the Corpon&ichief decision-maker monitors the
revenue streams of the various products and sepnaperations are managed and financial performaneealuated on a corporate-wide basis.
The Corporation’s business units have similar belsaracteristics in the nature of the productsdpection processes and type or class of clien
for products or services; therefore, these businnais are considered one operating segment.

Stock Options.Prior to January 1, 2006, the Corporation accoufdedtock-based compensation using the intrinaloez method. Under the
intrinsic value method, compensation expense fqileyee stock options was generally not recognifzétkei exercise price of the option
equaled or exceeded the fair market value of theksin the date of grant.

On January 1, 2006, the Corporation adopted ASGCT&B using the prospective method as stock ogtieere only granted by the
Corporation prior to meeting the definition of afia entity. Under the prospective method, ASC Topl8 must only be applied to the extent
that those awards are subsequently modified, repsed or canceled. No stock options have beenegraiice 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 recegjitizhe consolidated statements of income foy#aes ended December 31, 2014 or
2013, except with respect to restricted stock daddpon vesting of any options subject to ASC €afdi8, the benefits of tax deductions in
excess of recognized compensation expense wikperted as a financing cash flow, rather than aspanating cash flow.

Future Accounting Changes.

In July 2013, the FASB issued ASU No. 2013-Presentation of an Unrecognized Tax Benefit Whéfea Operating Loss Carryforward, a
Similar Tax Loss, or a Tax Credit Carryforward BxitThis ASU provides that an unrecognized tax benefig portion thereof, should be
presented in the financial statements as a reduttdia deferred tax asset for a net operatingdasyforward, a similar tax loss, or a tax credit
carryforward, except to the extent a net operdtisg carryforward, a similar tax loss, or a taxddrearryforward is not available at the
reporting date to settle any additional income s$athat would result from disallowance of a tax posij or the tax law does not require the
entity to use, and the entity does not intend tothe deferred tax asset for such purpose. In tteses, the unrecognized tax benefit should be
presented as a liability. This ASU is effective fiscal years, and interim periods within thosergeheginning after December 15, 2013.
Retrospective application is permitted. The Corporeadopted the accounting standard in the foguidrter of 2014 with no impact on its
financial position or results of operations.
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In January 2014, the FASB issued ASU No. 2014-(Recteivables—Troubled Debt Restructurings by Cresl{tBubtopic 310-40):
Reclassification of Residential Real Estate Cotlteed Consumer Mortgage Loans upon Foreclosureofasensus of the FASB Emerg
Issues Task Forcé” This ASU clarifies that an in substance repossassidoreclosure occurs, and a creditor is considi¢o have received
physical possession of residential real estategutgollateralizing a consumer mortgage loan, ugitimer (1) the creditor obtaining legal title
to the residential real estate property upon cotigpledf a foreclosure or (2) the borrower conveyatignterest in the residential real estate
property to the creditor to satisfy that loan tlgbwcompletion of a deed in lieu of foreclosuretaotigh a similar agreement. In addition, the
amendments require interim and annual disclosub®tif the amount of foreclosed residential reategbroperty held by the creditor and the
recorded investment in consumer mortgage loanateadlized by residential real estate property d@hatin the process of foreclosure in
accordance with local requirements of the applie@llisdiction. This amendment is effective foclisyears, and interim periods within those
years, beginning after December 15, 2014. An entty elect to adopt the amendments using eitheydified retrospective method o
prospective transition method. Early adoption isyp#ed. The Corporation is in the process of eatihg the impact of this standard but does
not expect this standard to have a material impa¢he Corporation’s consolidated financial positio results of operations.

In May 2014, the FASB issued ASU No. 2014-0BRevenue from Contracts with Customers (Topic 66Bhe ASU is a converged standard
between the FASB and the IASB that provides a sisgmprehensive revenue recognition model foraitracts with customers across
transactions and industries. The primary objeabivilne ASU is revenue recognition that represemsansfer of promised goods or service
customers in an amount that reflects the consider& which the entity expects to be entitled xchenge for those goods or services. The
ASU is effective for interim and annual reportingriods beginning after December 15, 2016. The Qatjmm is in the process of evaluating
impact of this standard but does not expect tlisdsrd to have a material impact on the Corporatioonsolidated financial position or results
of operations.

In June 2014, the FASB issued ASU No. 2014*A2counting for Share-Based Payments When the Tefras Award Provide That a
Performance Target Could Be Achieved after the RiguService Perio” This ASU requires a reporting entity to treat @@enance target
that affects vesting and that could be achieveat #fie requisite service period as a performanodition. A reporting entity should apply
FASB ASC Topic 718, Compensation-Stock Compensatmawards with performance conditions that affexsting. For all entities, ASU
2014-12 is effective for annual periods, and imeperiods within those annual periods, beginningrdbecember 15, 2015. Early adoption is
permitted. ASU 2014-12 may be adopted either prtspdy for share-based payment awards grantedaglified on or after the effective date,
or retrospectively, using a modified retrospectipproach. The modified retrospective approach waplfuy to share-based payment awards
outstanding as of the beginning of the earliesuahperiod presented in the financial statementadmption, and to all new or modified awards
thereafter. While the Corporation does not havemarfjormance-based awards outstanding as of tloetieg date, the Corporation’s equity
incentive plan does allow for such awards. The Ga@tion is, therefore, in the process of evaluatirgimpact of this standard but does not
expect this standard to have a material impacherCorporation’s consolidated financial positiorresults of operations.

In August 2014, the FASB issued ASU 2014-1Rgceivables - Troubled Debt Restructuring by Crexdi (Subtopic 310-40): Classification of
Certain Government-Guaranteed Mortgage Loans upore&losure.” This ASU will require creditors to derecognizetaar foreclosed
government-guaranteed mortgage loans and to rexmgréeparate other receivable that is measuthd amount the creditor expects to
recover from the guarantor, and to treat the guaeaand the receivable as a single unit of accuma.ASU is effective for interim and annual
periods beginning after December 15, 2014. Anggth elect a prospective or a modified retrospedtiansition method, but must use the
same transition method that it elected under FASRIANo0. 2014-04, Early adoption is permitted. Thoggoration is in the process of
evaluating the impact of this standard but doesRrpéect this standard to have a material impa¢herCorporation’s consolidated financial
position or results of operation.

In August 2014, the FASB issued ASU 2014-1Bjsclosure of Uncertainties about an Entity’s Abjlto Continue as a Going ConcernThis
ASU describes how an entity should assess itstyhilimeet obligations and sets rules for how itfifisrmation should be disclosed in the
financial statements. The standard provides acomygtuidance that will be used along with existingliting standards. The ASU is effective
for interim and annual periods beginning after Deloer 15, 2016. Early application is permitted. Tweporation is in the process of
evaluating the impact of this standard but doesRrpéect this standard to have a material impa¢herCorporation’s consolidated financial
position or results of operation.
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Note 2 — Business Combinations

Effective November 1, 2014, the Corporation congaldts acquisition of the Aslin Group, includingtédra, pursuant to the terms of the
Merger Agreement. On May 22, 2014, the Corporatiotered into an Agreement and Plan of Merger (kherfjer Agreement”) with Aslin
Group and AGI Acquisition Corp., a Delaware corpiormaand a wholly-owned subsidiary of the Corpamatithe “Merger Sub”). Under the
terms of the Merger Agreement, the Merger Sub ntevgeh and into Aslin Group, with Aslin Group comtiing as the surviving corporation.
Each outstanding share of common stock of Aslinugr@ther than shares held in the treasury of ASlioup, owned by the Corporation or
subsidiary of the Corporation, or subject to validkercised appraisal rights) ceased to be outstgraohd was converted into the right to
receive a combination of shares of common stodk@®fCorporation and cash, as described in mord detaw. Immediately following the
merger of the Merger Sub and Aslin Group, Aslin @ranerged with and into the Corporation in a seaoedger, with the Corporation
continuing as the surviving corporation. As a resfithe mergers, Alterra is a wholly-owned subeidiof the Corporation. The separate
corporate existence of Aslin Group ceased as oétteetive time of the second merger. The acqoisitf Aslin Group is not considered a
significant business combination, as defined iroedt@nce with Regulation S-X, and, accordingly, foona financial information is not
required.

The cash-and-stock transaction was valued at $80libn . Under the terms of the Merger Agreemesaich outstanding share of common
stock of Aslin Group was converted into the rightéceive merger consideration valued at $14,48p€5 share, payable in $6,496.602cast
and $7,939.57 worth of the Corporation’s commantist The number of the Corporation’s common sha®sed was calculated based on the
Corporation’s 10-day volume-weighted average sfwate (“VWAP”) as of the market close on the third business diay fr the effective da
of the transaction. Based upon the VWAP of $45598360,081 shares were issued to the Aslin Gsbapeholders. The cash portion of the
consideration was paid to Aslin Group shareholdétis a portion of the proceeds received from $Ihillion of subordinated notes issued by
the Corporation on August 26, 2014. $&se 10 — FHLB Advances, Other Borrowings and JunioSubordinated Notes.

As disclosed in the accompanying Consolidated Btatés of Income, for the year ended December 314,20 Corporation incurred
$990,000 in pre-tax, non-recurring transactiortcoslated to the merger with Aslin Group. Thesgts@rimarily consist of facilitative
professional service fees incurred to completaribeger transaction and have been expensed asadcurr

The following table summarizes the consideration fiar Aslin Group, the amounts of assets acquaed liabilities assumed, and the

adjustments to fair value that were recognizeti@ticquisition date:
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As of November 1, 2014

As Recorded by Fair Value
Alterra Bank Adjustments Fair Value

(In Thousands)

Consideration paid:

Cash 13,54¢
Common stock 16,557
Fair value of total consideration transferred 30,10¢
Recognized amounts of identifiable assets acquainediabilities assumed:
Cash and cash equivalents $ 30,94¢ — 30,94¢
Securities available for sale 3,37¢ — 3,37¢
Loans 199,50° (4,039 195,46¢
FHLB and FRB stock 98¢ — 98¢
Premises and equipment, net 2,16( 14C 2,30(
Foreclosed properties 1,391 214 1,60t
Bank-owned life insurance 3,28t — 3,28¢
Loan servicing asset 93: — 93:
Core deposit intangible — 347 347
Accrued interest receivable and other assets 3,57¢ — 3,57¢
Total assets acquired 246,16 (3,337) 242,83(
Demand deposits 71,88t — 71,88t
Time deposits 138,93: 78€ 139,71
FHLB and other borrowings 9,00( 414 9,41¢
Accrued interest payable and other liabilities 2,37: — 2,37:
Total liabilities assumed 222,19. 1,20( 223,39.
Total identifiable net assets $ 23,97¢ (4,537) 19,43¢
Goodwiill $ 10,66'

Total identifiable net assets include $1.1 millafmet assets acquired from the Aslin Group andMkeger Sub, consisting primarily of cash.

The Company accounted for the business combinatider the acquisition method of accounting in adance with Accounting Standards
Cadification (*ASC”) 805, “Business CombinationSASC 805"). The Company recognized the full faitua of the assets acquired and
liabilities assumed at the acquisition date, netpylicable income tax effects. The excess of casBideration over the fair value of net assets
is recorded as goodwill. The market value adjustsiare accreted or amortized using either an éffeatterest or straight-line method over
the expected term.

Acquired loans were recorded at fair value withcaayover of the related allowance for loan los§egermining the fair value of loans
involved estimating the amount and timing of prpatiand interest cash flows expected to be colieotethe loans and discounting those cash
flows at a market rate of interest. Loans acquivét evidence of credit quality deterioration tet@l$2.9 million with a net combined yield and
credit mark of $762,000 which will be recognizedriterest income over the remaining life of theeaontingent on the quarterly evaluation
of future expected cash flows. The Corporation aegu$192.6 million of gross loans, excluding pwséd credit impaired loans, and
recognized a net combined yield and credit mar®38 million which will be accreted to interesta@me over the average remaining tern38f
months using the effective interest method.

The Company recorded a core deposit intangibldingt&347,000vhich was the portion of the acquisition purchaseepwhich represented t
value assigned to the existing deposit base atisitiqn. The core deposit intangible has a finite &nd is amortized by the straighte methoc
over the estimated useful life of the depositseves years.

In determining the fair value of the time depositgliscounted cash flow analysis was used, whilduleded the present value of the contrac
payments over the remaining life of the advancesratirket rate of interest. The Corporation acgluire
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$139.7 million of time deposits, including a premiwf $786,000 which will be amortized as a reductio interest expense over the weighted
average remaining term of 13 months using thegdttdine method.

In determining the fair value of the FHLB advanaesljscounted cash flow analysis was used, whitdulzaed the present value of the
contractual payments over the remaining life ofabdeances at a market rate of interest. The Catiparacquired $9.4 million of FHLB
advances, including a premium of $414,0@tich will be amortized as a reduction to interegtense over the weighted average remaining
of 26 months using the straight-line method.

Goodwill of $10.7 million million arising from thacquisition will not be amortized and will be sulijeo an annual impairment evaluation
during the fourth quarter of each year hereafter.

Note 3 — Cash and Cash Equivalents

Cash and due from banks was approximately $14&m#énd $13.2 million at December 31, 2014 and320tespectively. Required reserves
in the form of either vault cash or deposits heltha Federal Reserve Bank (“FRB”) were $1.2 milland $1.5 million at December 31, 2014
and 2013 . FRB balances were $70.5 million andG68llion at December 31, 2014 and 2013, respebtiand are included in short-term
investments on the Consolidated Balance Sheetst-&nm investments, considered cash equivalerdgse w88.4 million and $68.1 million at
December 31, 2014 and 2013 , respectively. Feéflamdb sold at December 31, 2014 and 2013 were $230d $24,000respectively and al
included in short-term investments on the Constdid@alance Sheets.

Note 4 — Securities

The amortized cost and estimated fair value of iséesi available-for-sale and the corresponding am® of gross unrealized gains and losses
recognized in accumulated other comprehensive ieocmare as follows:

As of December 31, 2014

Gross Gross
unrealized unrealized Estimated
Amortized cost  holding gains  holding losses fair value

(In Thousands)

Available-for-sale:
U.S. Government agency obligations - governmentispeed

enterprises $ 9,046 % — 3 81 $ 8,96¢

Municipal obligations 57: 5 — 57¢

Asset-backed securities 1,51¢ — (4) 1,51(C

Collateralized mortgage obligations - governmesi ésl 67,74( 1,39(C (25€) 68,87+
Collateralized mortgage obligations - governmertrsored

enterprises 64,76 234 (22¢) 64,77:

$ 143,63t $ 1,62¢ $ (567) $ 144,69t
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As of December 31, 2013

Gross Gross
unrealized unrealized Estimated
Amortized cost  holding gains  holding losses fair value

(In Thousands)
Available-for-sale:
U.S. Government agency obligations - governmentisped

enterprises $ 16,38( $ 9 $ (145 $ 16,24«
Municipal obligations 16,20° 35 (759 15,48¢
Asset-backed securities 1,515 — (23 1,49¢
Collateralized mortgage obligations - governmesi ezl 111,01 2,23¢ (1,279 111,96¢
Collateralized mortgage obligations - governmertrsored

enterprises 35,56 57 (69€) 34,92:

$ 180,67 $ 2,33¢ % (2,89¢) $ 180,11¢

The amortized cost and estimated fair value of isééesi held-tomaturity and the corresponding amounts of grossaggnized gains and loss
were as follows:

As of December 31, 2014

Gross Gross
unrecognized  unrecognized Estimated
Amortized cost  holding gains  holding losses fair value

(In Thousands)

Held-to-maturity:
U.S. Government agency obligations - governmentisped

enterprises $ 1,490 $ — 3 @an $ 1,47:
Municipal obligations 16,08¢ 85 (18 16,15¢
Asset-backed securities — — — —
Collateralized mortgage obligations - governmesi ezl 14,50¢ 57 (3D 14,53:
Collateralized mortgage obligations - governmertrsored

enterprises 9,48( 74 (19 9,53t

$ 41,56: $ 21€ % 85 $ 41,69

During the quarter ended June 30, 2014, the Cotipararansferred securities with an amortized ofs$44.6 million, previously designated
available-for-sale, to held-to-maturity classifioat The fair value of those securities as of theedf the transfer was $43.7 million , reflecting
a net unrealized loss of $874,000 . The fair valsief the transfer date became the new amortizgtdower the life of the security. No gain or
loss was recognized at the time of the transfeis Tansfer was completed after consideration efGorporation’s ability and intent to hold
these securities to maturity.

U.S. Government agency obligations - governmentispeed enterprises represent securities issuetteblydderal Home Loan Mortgage
Corporation (“FHLMC”) and Federal National Mortgagssociation (“FNMA”"). Collateralized mortgage afpitions - government issued
represent securities guaranteed by the Governmatidriéil Mortgage Association (“GNMA”). Collateradid mortgage obligations —
government-sponsored enterprises include secugtiasmnteed by FHLMC and the FNMA. Asset-backedisées represent securities issued
by the Student Loan Marketing Association (“SLMASNd are 97% guaranteed by the U.S. government.difahiobligations include
securities issued by various municipalities locataharily within the State of Wisconsin and areyarily general obligation bonds that are
tax-exempt in nature. There were no sales of siesidvailable-for-sale during the years ended Bées 31, 2014 and 2013 .

At December 31, 2014 and December 31, 2013 , sm=uwith a fair value of $32.7 million and $42.3lfon , respectively, were pledged to
secure interest rate swap contracts, outstandind3rddlvances, if any, and additional FHLB availaili
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The amortized cost and estimated fair value of iséesi by contractual maturity at December 31, 28f&lshown below. Actual maturities may
differ from contractual maturities because isstnange the right to call or prepay obligations withoall or prepayment penalties.

Available-for-Sale Held-to-Maturity
Amortized Estimated Amortized Estimated
Cost Fair Value Cost Fair Value
(In Thousands)

Due in one year or less $ — — 3 — $ —
Due in one year through five years 8,86¢ 8,82( 2,28¢ 2,27(
Due in five through ten years 71,25¢ 71,84t 14,31« 14,37¢
Due in over ten years 63,51: 64,03: 24,96( 25,04¢

$ 14363t $ 144,69 ¢ 41,56 $ 41,69¢

The tables below show the Corporation’s gross Uizezhlosses and fair value of available-for-salestments with unrealized losses
aggregated by investment category and length a&f thmat individual investments were in a continulmss position at December 31, 2014 and
2013 . At December 31, 2014 and 2013 , the Corjmorawned 59 and 131 available-for-sale securttias were in an unrealized loss position,
respectively. Such securities have not experiecocedit rating downgrades; however, they have prigndeclined in value due to the current
interest rate environment. At December 31, 2014 Qorporation held 22 available-for-sale secwiti@t had been in a continuous loss
position for twelve months or greater.

The Corporation also has not specifically idendifaavailable-for-sale securities in a loss posithuat it intends to sell in the near term and does
not believe that it will be required to sell anybisecurities. It is expected that the Corporatvilhrecover the entire amortized cost basis of
each security based upon an evaluation of the preséue of the expected future cash flows. Acangt)i, no other than temporary impairment
was recorded in the Consolidated Statements ohtedor the years ended December 31, 2014 , 2012@H2! .
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A summary of unrealized loss information for avaliéafor-sale securities, categorized by securipetfollows:

As of December 31, 2014

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

(In Thousands)
Available-for-sale:
U.S. Government agency obligations -

government-sponsored enterprises $ 3,48t $ 12 % 547¢ $ 69 $ 896 $ 81
Municipal obligations — — — — — —
Asset-backed securities — — 1,51(C 4 1,51( 4
Collateralized mortgage obligations -

government issued 9,201 50 9,53¢ 20¢€ 18,731 25€
Collateralized mortgage obligations -

government-sponsored enterprises 29,49¢ 97 4,99:¢ 12¢ 34,49: 22¢

$ 42,18 $ 15¢ $ 21,51¢ $ 406 $ 63,700 % 567

As of December 31, 2013

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

(In Thousands)
Available-for-sale:
U.S. Government agency obligations -

government-sponsored enterprises $ 10,60¢ $ 14t $ — 3 — $ 10,60¢ $ 14t

Municipal obligations 12,00: 65C 981 10z 12,98: 753
Collateralized mortgage obligations -

government issued 34,02: 997 6,14¢ 282 40,16 1,27¢
Collateralized mortgage obligations -

government-sponsored enterprises 20,62¢ 50¢€ 5,41¢ 19C 26,04¢ 69¢€

$ 78,75 $ 2321 $ 1254 $ 57t $ 91,297 $ 2,89¢

The tables below show the Corporation’s gross wyeized losses and fair value of held-to-maturityestments, aggregated by investment
category and length of time that individual investits were in a continuous loss position at Decer®bg2014 . At December 31, 2014 , the
Corporation held 57 held-to-maturity securitieattwere in an unrecognized loss position. Suchrgaxs have not experienced credit rating
downgrades; however, they have primarily declimedalue due to the current interest rate envirorimérere were no held-to-maturity
securities that had been in a continuous lossipodior twelve months or greater as of December2B14 . It is expected that the Corporation
will recover the entire amortized cost basis ofhelagld-tomaturity security based upon an evaluation of tlesgnt value of the expected fut
cash flows. Accordingly, no other than temporlianpairment was recorded in the Consolidated Statésnaf Income for the year ended
December 31, 2014 .

A summary of unrecognized loss information for séms held-to-maturity, categorized by securitpdyfollows:

84




Table of Contents

As of December 31, 2014

Less than 12 months 12 months or longer Total
Unrecognized Unrecognized Unrecognized
Fair value losses Fair value losses Fair value losses

(In Thousands)
Held-to-maturity:
U.S. Government agency obligations -

government-sponsored enterprises $ 1,49 % 17 % — 3 — $ 1,49 % 17
Municipal obligations 2,22: 18 — — 2,22z 18
Collateralized mortgage obligations -

government issued 3,241 31 — — 3,24 31
Collateralized mortgage obligations -

government-sponsored enterprises 3,07¢ 19 — — 3,07¢ 19

$ 10,038 $ 85 $ — $ — $ 10,03 $ 85

There were no securities designated as held-tafitypas of December 31, 2013 .
Note 5 — Loan and Lease Receivables, Impaired Loaasd Leases and Allowance for Loan and Lease Losses

Loan and lease receivables consist of the following

December 31, December 31,
2014 2013

(In Thousands)

Commercial real estate

Commercial real estate — owner occupied $ 163,88: $ 141,16«
Commercial real estate — non-owner occupied 417,96 341,69!
Construction and land development 121,16( 68,70¢
Multi-family 72,57¢ 62,75¢
1-4 family 36,18: 30,78¢
Total commercial real estate 811,76¢ 645,11:
Commercial and industrial 416,65¢ 293,55!
Direct financing leases, net 34,16 26,06"

Consumer and other
Home equity and second mortgages 7,86¢ 5,272
Other 11,341 11,97:
Total consumer and other 19,20: 17,24
Total gross loans and leases receivable 1,281,79: 981,97.

Less:

Allowance for loan and lease losses 14,32¢ 13,90:
Deferred loan fees 1,02t 1,021
Loans and leases receivable, net $ 1,266,431 $ 967,05

During the years ended December 31, 2014 and 2$28.1 million and $46.2 million of loans were tsérred to third parties, respectively.
Each of the transfers of these financial assetsmeegualifications for sale accounting, includthg requirements specific to loan
participations, and therefore $29.1 million and 24illion during the years ended December 31, 201d12013 , respectively, have been
derecognized in the audited Consolidated Finargt@lements. The Corporation has a continuing ireraknt in each of the loans by way of
relationship management and servicing the loansgkier, there are no further obligations to thedtarty participant required of the
Corporation in the event of a borrower’s defaulhes than standard representations and warraetigied to sold amounts. The loans were
transferred at their fair value and no gain or leas recognized upon the transfer, as the partioipinterest was transferred at or near the dat
of loan origination and the payments received &vising the portion of the loans participated esgnt adequate compensation. The
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total amount of loan participations purchased @Qbrporation’s Consolidated Balance Sheets asoéiber 31, 2014 and December 31,
2013 was $482,000 and $498,000 , respectively.

The total amount of outstanding loans transfereetthitd parties as loan participations sold as et&mber 31, 2014 and December 31, 2013
was $116.6 million and $52.1 million , respectivedil of which were treated as a sale and derezedninder the applicable accounting
guidance in effect at the time of the transfertheffinancial assets. The Corporation’s continumglvement with these loans is by way of
partial ownership, relationship management andaallicing responsibilities. As of December 31, 2&@hd December 31, 2013 , the total
amount of the Corporation’s partial ownership @fre on the Corporation’s Consolidated Balance Sheas $96.4 million and $77.2 million ,
respectively. As of December 31, 2014 . $1.2 millioans in this participation sold portfolio wem@nsidered impaired as compared to none a:
of December 31, 2013 . The Corporation does naeshahe participant’s portion of the charge-offs.

In May 2013, the Corporation repurchased, fromatiginal participating entity, a portion of one foehich was previously and appropriately
accounted for as a transfer (sale) under a paatioip agreement. The repurchase was not a condiitire original participation agreement ¢
was undertaken to provide the Corporation with cletepdiscretion in the workout process of this loahDecember 31,

2014 and December 31, 2013, the carrying amouthteofoan purchased with deteriorated credit qualidg $1.3 million and $1.4 million ,
respectively. The loan is classified as a non-perfiog troubled debt restructuring because the Qatgm cannot reasonably estimate the
timing of the cash flows expected to be collected therefore the discount will not be accretedamimgs until the carrying amount is fully
paid. During the year ended December 31, 2014etlvere no changes to the allowance for loan @askl losses relating to this loan, as it is
collateral dependent loan and was deemed to hdfreiesot collateral value as of December 31, 20d4upport the carrying value.

On November 1, 2014, the Corporation completeddtguisition of Alterra in a stock and cash transactalued at $30.1 millionLoans with :
fair value of $195.5 million were acquired by ther@oration, which included loans considered imghjpgor to the acquisition date and
therefore accounted for under the applicable adtogiguidance (ASC-310-30). As of November 1, 2@hd December 31, 2014, the gross
outstanding principal of the purchased credit imgzhioans was $3.7 million and $3.6 million , redtpesly. As of November 1, 2014 and
December 31, 2014, the fair value of the purchasedit impaired loans was $2.9 million and $2.8lionil , respectively.

ASC 310-30, Accounting for Certain Loans or Debti8#&ies Acquired in a Transfer, applies to purath®ans with evidence of deterioration
in credit quality since origination for which it jgobable at acquisition that the Corporation Wdlunable to collect all contractually required
payments are considered to be credit impaired.Hased credit-impaired loans are initially recordéthir value, which is estimated by
discounting the cash flows expected to be colleatdtie acquisition date. Because the estimatgp#aed cash flows reflects an estimate of
future credit losses expected to be incurred dwetife of the loans, an allowance for credit |@sisenot recorded at the acquisition date. The
excess of cash flows expected at acquisition dveestimated fair value, referred to as the adoletdeld, is recognized in interest income
over the remaining life of the loan on a level-giélasis, contingent on the subsequent evaluatifutwfe expected cash flows. The difference
between the contractually required payments atisitigun and the cash flows expected to be colleateacquisition is referred to as the
nonaccretable difference. A subsequent decreabe iestimate of cash flows expected to be receivnggurchased credit-impaired loans
generally results in the recognition of an allowafar credit losses. Subsequent increases in tmgh fesult in reversal of any nonaccretable
difference (or allowance for loan and lease lo$sdbe extent any has been recorded) with a pesitilpact on interest income subsequently
recognized. The measurement of cash flows invadgssmptions and judgments for interest rates, prepats, default rates, loss severity, anc
collateral values. All of these factors are inhégesubjective and significant changes in the déshr estimates over the life of the loan can
result.

The following table reflects the contractually regd payments receivable, cash flows expected twollected and fair value of the credit
impaired Alterra Bank loans at acquisition date:

As of November 1, 2014
(In Thousands)

Contractually required payments $ 4,10¢
Less: nonaccretable difference (52¢)
Cash flows expected to be collected 3,581
Less: accretable yield (68%)
Fair value of credit impaired loans acquired $ 2,89¢

The following table presents a rollforward of thezetable yield for the year ended December 314 20here was no accretable yield in 2013
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December 31,
2014

(In Thousands)

Alterra Transaction:
Impact of acquisition on November 1, 2014 $ 68<
Accretion @)
Reclassification from nonaccretable difference —

Outstanding accretable yield $ 67€

Certain of the Corporation’s executive officergedtors and their related interests are loan diefithe Banks. As of December 31, 2014 and
2013, loans aggregating approximately $4.4 milkod $3.0 million , respectively, were outstandimguch parties. New loans granted to suc
parties during the years ended December 31, 20d2@h3 were approximately $1.8 million and $1.6lio7il and repayments on such loans
were approximately $392,000 and $10.0 million peetively. These loans were made in the ordinatysmof business and on substantially
the same terms as those prevailing at the timedmparable loans not related to the lender. Norikesfe loans were considered impaired.

The following information illustrates ending bal@scof the Corporation’s loan and lease portfohic|uding impaired loans by class of
receivable, and considering certain credit quatiticators as of December 31, 2014 and 2013 :

Category
As of December 31, 2014 | Il 1" v Total

(Dollars in Thousands)

Commercial real estate:

Commercial real estate — owner occupied $ 131,090 $ 1559: $ 16,62: % 577 $ 163,88
Commercial real estate — non-owner occupied 378,67: 20,82 17,49¢ 97C 417,96.
Construction and land development 100,93« 8,19: 6,87¢ 5,157 121,16(
Multi-family 70,89: 751 91z 17 72,57¢
1-4 family 25,99° 5,27¢ 3,33¢ 1,571 36,18:
Total commercial real estate 707,59: 50,63 45,24 8,29: 811,76¢
Commercial and industrial 383,75! 18,52« 12,02¢ 2,34¢ 416,65¢
Direct financing leases, net 32,75¢ 1,12( 28¢ — 34,16

Consumer and other:

Home equity and second mortgages 7,03¢ 20t 18¢ 43¢ 7,86¢
Other 10,57( 50 — 721 11,34:
Total consumer and other 17,60¢ 25E 18¢ 1,15¢ 19,20°
Total gross loans and leases receivable $ 1,141,71. $ 70,53¢  $ 57,74¢  $ 11,798  $ 1,281,79
Category as a % of total portfolio 89.01% 5.5(% 4.51% 0.92% 100.0%

87




Table of Contents

Category
As of December 31, 2013 I Il [ A Total
(Dollars in Thousands)

Commercial real estate:

Commercial real estate — owner occupied $ 118,76: $ 11,25¢  $ 10,80: % 33 $ 141,16
Commercial real estate — non-owner occupied 290,86 29,44 21,10: 28¢ 341,69!
Construction and land development 53,49: 1,97 7,75¢ 5,48¢ 68,70¢
Multi-family 57,04¢ 5,67¢ — 31 62,75¢
1-4 family 19,19° 7,611 3,317 66€ 30,78¢
Total commercial real estate 539,36 55,96 42,97 6,80¢ 645,11:
Commercial and industrial 268,10¢ 11,68¢ 5,71z 8,04: 293,55:
Direct financing leases, net 23,17: 2,421 47: — 26,06

Consumer and other:

Home equity and second mortgages 4,40¢ 134 15C 58C 5,27
Other 11,17: — — 79t 11,97:
Total consumer and other 15,58t 134 15C 1,37¢ 17,24«
Total gross loans and leases receivable $ 846,230 70,200 % 49.30¢ % 16,22¢ $ 981,97.
Category as a % of total portfolio 86.18% 7.15% 5.02% 1.65% 100.0%

Credit underwriting through a committee process k&y component of the Corporation’s operatingqsuphy. Business development officers
have relatively low individual lending authorityrits, and thus a significant portion of the Corpiargs new credit extensions require approva
from a loan approval committee regardless of tipe ©yf loan or lease, asset quality grade of theitsr@mount of the credit, or the related
complexities of each proposal. In addition, the@oation makes every effort to ensure that theepgopriate collateral at the time of
origination to protect the Corporation’s interasthie related loan or lease.

Each credit is evaluated for proper risk ratingrupagination, at the time of each subsequent rahewpon receipt and evaluation of updated
financial information from the Corporation’s borrevs, or as other circumstances dictate. The Cdtiparases a nine grade risk rating system
to monitor the ongoing credit quality of its loaansd leases. The risk rating grades follow a coasistefinition, and are then applied to specific
loan types based on the nature of the loan. Eakhating is subjective and, depending on the amknature of the credit, subject to various
levels of review and concurrence on the statedratikg. In addition to its nine grade risk ratsgstem, the Corporation groups loans into four
loan and related risk categories which determieddkiel and nature of review by management.

Category | — Loans and leases in this categorpar®rming in accordance with the terms of the mitand generally exhibit no immediate
concerns regarding the security and viability @ timderlying collateral, financial stability of therrower, integrity or strength of the
borrower's management team or the industry in whiiehborrower operates. Loans and leases in thégogy are not subject to additional
monitoring procedures above and beyond what isiredjat the origination or renewal of the loaneade. The Corporation monitors Category
| loans and leases through payment performancéincea maintenance of its personal relationshigh siich borrowers and continued review
of such borrowers’ compliance with the terms oftihespective agreements.

Category Il — Loans and leases in this categonpbaggnning to show signs of deterioration in onenare of the Corporation’s core
underwriting criteria such as financial stabilitganagement strength, industry trends and collatataks. Management will place credits in
category to allow for proactive monitoring and deson with the borrower to possibly mitigate thea of concern and prevent further
deterioration or risk of loss to the Corporatiomté€gjory Il loans are considered performing butaoaitored frequently by the assigned
business development officer and by subcommittéédseoBanks’ loan committees.
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Category lll — Loans and leases in this categoeyi@entified by the Corporation’s business develepnofficers and senior management as
warranting special attention. However, the baldndais category is not intended to represent theunt of adversely classified assets held by
the Banks. Category Ill loans and leases geneealybit undesirable characteristics such as eviglef@dverse financial trends and conditis
managerial problems, deteriorating economic cooaiitiwithin the related industry, or evidence ofexde public filings and may exhibit
collateral shortfall positions. However, managenwnttinues to believe that it will collect all récpd principal and interest in accordance with
the original terms of the contracts relating to lttens and leases in this category. Therefore ©agdd loans are considered performing with
no specific reserves established for this categoagegory Il loans are monitored by managementl@aad committees of the Banks on a
monthly basis and the Banks’ Boards of Directorsaath of their regularly scheduled meetings.

Category IV — Loans and leases in this categorycansidered to be impaired. Impaired loans ancekealude those which have been place
on non-accrual as management has determined tbatritikely that the Banks will receive the reaguirprincipal and interest in accordance
with the contractual terms of the agreement andd@and leases considered performing troubled @shtucturings. Impaired loans are
individually evaluated to assess the need for it@ltishment of specific reserves or chanffe- When analyzing the adequacy of collaterad
Corporation obtains external appraisals at leastialty for impaired loans and leases. External aigpfs are obtained from the Corporation’s
approved appraiser listing and are independentigwed to monitor the quality of such appraisals.tiie extent a collateral shortfall positio
present, a specific reserve or charge-off will @eorded to reflect the magnitude of the impairmkeoaans and leases in this category are
monitored by management and loan committees dB#imks on a monthly basis and the Banks’ Boardsikdibrs at each of their regularly
scheduled meetings.

Utilizing regulatory classification terminology,efCorporation identified $27.1 million and $22.8lion of loans and leases as Substandard a
of December 31, 2014 and 2013, respectively. ldadavere considered Special Mention, Doubtful agd.as of either December 31, 2@t
2013 . The population of Substandard loans ardseswf Category Il and Category IV loans.
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The delinquency aging of the loan and lease pastfw) class of receivable as of December 31, 20th2013 were as follows:

Greater
30-59 60-89 than 90
As of December 31, 2014 days past due days past due days past due Total past due Current Total loans

(Dollars in Thousands)
Accruing loans and leases
Commercial real estate:

Owner occupied $ — 3 — — 3 — $ 16338 $ 163,38
Non-owner occupied — — — — 417,67t 417,67t
Construction and land developmer — — — — 116,22¢ 116,22¢
Multi-family — — — — 72,56 72,56
1-4 family — — — — 35,49: 35,49:
Commercial & industrial — — — — 414,33t 414,33t
Direct financing leases, net — — — — 34,16¢ 34,16¢
Consumer and other:
Home equity and second mortgagt — — — — 7,531 7,531
Other — — — — 10,62: 10,62:
Total $ — 3 — % —  $ — $ 1,272,000 $ 1,272,00

Non-accruing loans and leases
Commercial real estate:

Owner occupied $ — 8 — — 3 — % 50C $ 50C
Non-owner occupied — 21t — 21t 71 28€
Construction and land development — 19z — 19z 4,73¢ 4,93
Multi-family — — — — 17 17
1-4 family — 10€ 30¢€ 41z 27¢ 69C
Commercial & industrial 364 14¢ 73€ 1,24¢ 1,07z 2,31¢

Direct financing leases, net — — — — — —
Consumer and other:

Home equity and second mortgages — — — — 32¢ 32¢
Other — — 72C 72C — 72C
Total $ 364 % 66C $ 1,762  $ 2,78 % 7,006 % 9,792

Total loans and leases
Commercial real estate:

Owner occupied $ —  $ — 3 — 3 — $ 16388 $ 163,88«
Non-owner occupied — 21t — 21E 417,74 417,96
Construction and land developmer — 19z — 19z 120,96 121,16(
Multi-family — — — — 72,57¢ 72,57¢
1-4 family — 10€ 30¢€ 412 35,77( 36,18:
Commercial & industrial 364 14€ 73€ 1,24¢ 415,40t 416,65¢
Direct financing leases, net — — — — 34,16¢ 34,16¢
Consumer and other:
Home equity and second mortgagt — — — — 7,86¢ 7,86¢
Other — — 72C 72C 10,62: 11,34:
Total $ 364 $ 66C $ 1,76z  $ 2,78 $ 1,279,000 $ 1,281,79
Percent of portfolio 0.02% 0.05% 0.14% 0.22% 99.7¢% 100.0(%
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Greater
30-59 60-89 than 90
As of December 31, 2013 days past due days past due days past due Total past due Current Total loans
(Dollars in Thousands)
Accruing loans and leases
Commercial real estate:
Owner occupied $ —  $ — % —  $ — 140,82! $ 140,82!
Non-owner occupied — — — — 341,41 341,41
Construction and land developmer — — — — 63,28t 63,28¢
Multi-family — — — — 62,72' 62,72%
1-4 family — — — — 30,26 30,26¢
Commercial & industrial — — — — 285,54: 285,54:
Direct financing leases, net — — — — 26,06¢ 26,06¢
Consumer and other:
Home equity and second mortgagt — — — — 4,81¢ 4,81¢
Other — — — — 11,177 11,177
Total $ — $ — 3 — $ — 966,117 $ 966,11
Non-accruing loans and leases
Commercial real estate:
Owner occupied $ — — ¢ 254  $ 254 85 $ 33¢
Non-owner occupied — — — — 283 28:¢
Construction and land development — — — — 5,42 5,42
Multi-family — — — — 31 31
1-4 family — 18C 128 303 21¢ 521
Commercial & industrial 1,94¢ 1,40 53 3,40¢ 4,607 8,011
Direct financing leases, net — — — — — —
Consumer and other:
Home equity and second mortgages — — 85 85 36¢ 45%
Other — — 79t 79t — 79t
Total $ 1,94  $ 1587 $ 1,31C $ 4,841 11,01¢ $ 15,85¢
Total loans and leases
Commercial real estate:
Owner occupied $ —  $ — 3 254  $ 254 140,91 $ 141,16
Non-owner occupied — — — — 341,69! 341,69
Construction and land developmer — — — — 68,70¢ 68,70¢
Multi-family — — — — 62,75¢ 62,75¢
1-4 family — 18C 128 303 30,48: 30,78¢
Commercial & industrial 1,94¢ 1,40 53 3,40¢ 290,14¢ 293,55:.
Direct financing leases, net — — — — 26,06" 26,06¢
Consumer and other:
Home equity and second mortgagt — — 85 85 5,187 5,27
Other — — 79t 79t 11,177 11,97:
Total $ 1,94  $ 1587 $ 1,31C $ 4,841 977,13: $ 981,97
Percent of portfolio 0.2(% 0.16% 0.15% 0.4%% 99.51% 100.0%
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The Corporation’s total impaired assets consisfatiefollowing at December 31, 2014 and 2013 peesively.

December 31, December 31,
2014 2013

(Dollars in Thousands)

Non-accrual loans and leases
Commercial real estate:

Commercial real estate — owner occupied $ 50C $ 33¢
Commercial real estate — non-owner occupied 28¢€ 283
Construction and land development 4,93 5,42
Multi-family 17 31
1-4 family 69C 521
Total non-accrual commercial real estate 6,42¢ 6,59¢
Commercial and industrial 2,31¢ 8,011

Direct financing leases, net — —
Consumer and other:

Home equity and second mortgages 32¢ 452
Other 72C 79&
Total non-accrual consumer and other loans 1,04¢ 1,24¢
Total non-accrual loans and leases 9,79 15,85¢
Foreclosed properties, net 1,69: 33¢
Total non-performing assets 11,48¢ 16,18¢
Performing troubled debt restructurings 2,00z 371
Total impaired assets $ 13,48t § 16,55¢
December 31, December 31,

2014 2013

Total non-accrual loans and leases to gross laash¢cases 0.7€% 1.61%
Total non-performing assets to total gross loamksleases plus foreclosed properties, net 0.8¢ 1.6%
Total non-performing assets to total assets 0.7¢C 1.2¢
Allowance for loan and lease losses to gross laaddeases 1.1z 1.4z
Allowance for loan and lease losses to non-acdozels and leases 146.3: 87.6¢

As of December 31, 2014 and December 31, 20134, iullion and $8.1 million of the non-accrual loamere considered troubled debt
restructurings, respectively. As of December 31,£20there were no unfunded commitments associwitadroubled debt restructured loans
and leases.
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As of December 31, 2014 As of December 31, 2013
Number Pre-Modification PostModification Number Pre-Modification PostModification
of Recorded Recorded of Recorded Recorded
Loans Investment Investment Loans Investment Investment

(Dollars in Thousands)
Troubled debt restructurings:
Commercial real estate
Commercial real estate —

owner occupied 2 $ 624 $ 577 1 $ 11C % 84
Commercial real estate — non-
owner occupied 5 1,09t 97C 3 38t 28¢
Construction and land
development 4 6,26( 5,157 3 6,06( 5,48¢
Multi-family 1 184 17 1 184 31
1-4 family 16 2,11¢ 1,36¢ 10 911 66€
Commercial and industrial 4 361 15E 5 1,93¢ 56&

Consumer and other:
Home equity and second

mortgage 6 772 431 6 752 58(
Other 2 2,08( 721 1 2,07¢ 79t
Total 40 $ 13,49 $ 9,39¢ 30 $ 12,41 $ 8,49:

All loans and leases modified as a troubled deditweturing are evaluated for impairment. The reaand extent of the impairment of
restructured loans, including those which have ggpeed a default, is considered in the determinatif an appropriate level of the allowance
for loan and lease losses.

As of December 31, 2014 and 2013, our troubled dedtructurings grouped by type of concession \asriollows:

As of December 31, 2014 As of December 31, 2013
Number Number
of Recorded of Recorded
Loans Investment Loans Investment

(Dollars in Thousands)
Commercial real estate

Extension of term 1 $ 39 1 3 55
Interest rate concession 1 65 — —
Combination of extension and interest rate
concession 26 7,98¢ 17 6,49¢
Commercial and industrial
Extension of term — — 1 49
Combination of extension and interest rate
concession 4 15E 4 51€
Consumer and other
Extension of term 3 753 2 88(C
Combination of extension and interest rate
concession 5 40C 5 49t
Total 40 $ 9,39¢ 30 $ 8,49:

The following table provides the number of loand &ases modified in a troubled debt restructudagng the previous 12 months which
subsequently defaulted during the year ended DleeeBi, 2014 , as well as the recorded investnmetiteise restructured loans as of
December 31, 2014 .
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Year ended December 31, 2014

Number
of
Loans Recorded Investment

(Dollars in Thousands)

Commercial real estate:

Commercial real estate — owner occupied — $ —
Commercial real estate — non-owner occupied 2 21¢
Construction and land development — —
Multi-family — —
1-4 family — —
Commercial and industrial 1 117

Direct financing leases, net — —
Consumer and other:
Home equity and second mortgage — —
Other = =

Total 3 $ 33z
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The following represents additional informationaedjng the Corporation’s impaired loans and leéseslass:

Impaired Loans and Leases

As of and for the Year Ended December 31, 2014

Unpaid Average Foregone Interest for,:géne
Recorded principal Impairment recorded interest income interest
investment balance reserve investment” income recognized income
(In Thousands)
With no impairment reserve
recorded:
Commercial real estate:
Owner occupied $ 577 % 577 % — 8 484 % 3C 7¢ (49
Non-owner occupied 921 921 — 34¢ 22 — 22
Construction and land development 5,157 7,82¢ — 5,28t 15¢ — 15¢
Multi-family 17 384 — 24 53 — 53
1-4 family 1,181 1,21¢ — 38C 15 12 3
Commercial and industrial 2,31¢€ 2,92¢ — 6,141 463 64¢ (18€)
Direct financing leases, net — — — — — — —
Consumer and other:
Home equity and second mortgages 38C 38( — 49t 18 — 18
Other 721 1,38¢ — 76€ 87 — 87
Total $ 11,27¢  $ 15,62 $ — 3 13,92¢  $ 84: 74C 102
With impairment reserve recorded:
Commercial real estate:
Owner occupied $ — 8 — % —  $ —  $ = = =
Non-owner occupied 49 89 49 52 4 — 4
Construction and land development — — — — — — —
Multi-family — — — — — — —
1-4 family 39C 39C 15& 40¢% 18 — 18
Commercial and industrial 33 33 33 34 — — —
Direct financing leases, net — — — — — — —
Consumer and other:
Home equity and second mortgage 53 53 53 57 5 — 5
Other — — — — — — —
Total $ 52t  $ 56 $ 29C $ 548 $ 27 — 27
Total:
Commercial real estate:
Owner occupied $ 577 % 577 % — 8 484 % 3C 7¢ (49
Non-owner occupied 97C 1,01( 49 401 26 — 2€
Construction and land development 5,157 7,82¢ — 5,28t 15¢ — 15¢
Multi-family 17 384 — 24 53 — 53
1-4 family 1,571 1,60¢ 15t 78t 33 12 21
Commercial and industrial 2,34¢ 2,95¢ 33 6,17t 463 64¢ (18€)
Direct financing leases, net — — — — — — —
Consumer and other:
Home equity and second mortgages 43¢ 43¢ 53 552 23 — 23
Other 721 1,38¢ — 76€ 87 — 87
Grand total $ 11,798 $ 16,18¢ $ 29C % 14,47 $ 87( 74C 13cC

(1) Average recorded investment is calculated primasiyng daily average balanc

95




Table of Contents

Impaired Loans and Leases

As of and for the Year Ended December 31, 2013

Unpaid Average Foregone Interest forggéne
Recorded principal Impairment recorded interest income Interest
investment balance reserve investment” income recognized Income
(In Thousands)
With no impairment reserve
recorded:
Commercial real estate:
Owner occupied $ 33 % 33¢ % — 3 71E % 57 5C 7
Non-owner occupied 22¢ 22¢ — 1,58¢ 19¢ 17 181
Construction and land development 5,48¢ 8,16( — 5,771 20< 3 20C
Multi-family 31 39¢ — 36€ 93 — 93
1-4 family 244 244 — 40E 31 34 ©)
Commercial and industrial 55k 76¢€ — 434 97 114 17)
Direct financing leases, net — — — 6 — — —
Consumer and other:
Home equity and second mortgages 51¢ 51¢ — 59¢ 37 3 34
Other 79E 1,461 — 942 10C — 10C
Total $ 8,20 $ 12,11: % —  $ 10,82¢ % 81€ 221 59t
With impairment reserve recorded:
Commercial real estate:
Owner occupied $ — S — % — $ —  $ = = =
Non-owner occupied 54 9 54 88 6 — 6
Construction and land development — — — — — — —
Multi-family — — — — — — —
1-4 family 422 422 15& 437 18 — 18
Commercial and industrial 7,48¢ 7,48¢ 131 67C 42 — 42
Direct financing leases, net — — — — — — —
Consumer and other:
Home equity and second mortgage: 62 62 62 65 5 — 5
Other — — — — — — —
Total $ 8,02¢ $ 8,066 $ 40z $ 1,26 $ 71 — 71
Total:
Commercial real estate:
Owner occupied $ 33¢ % 33¢ % — 3 715 $ 57 5C 7
Non-owner occupied 28¢ 32: 54 1,674 204 17 187
Construction and land development 5,48¢ 8,16( — 5,771 20< 3 20C
Multi-family 31 39¢ — 36€ 93 — 93
1-4 family 66¢€ 66€ 15¢ 84z 49 34 18
Commercial and industrial 8,04 8,25¢ 131 1,10¢ 13¢ 114 25
Direct financing leases, net — — — 6 — — —
Consumer and other:
Home equity and second mortgages 58( 58( 62 65€ 42 3 3¢
Other 79t 1,461 — 942 10C — 10C
Grand total $ 16,22¢  $ 20,18 $ 40z $ 12,08: $ 887 221 66€

(1) Average recorded investment is calculated primasiyg daily average balanc
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Impaired Loans and Leases
As of and for the Year Ended December 31, 2012

Unpaid Average Foregone Interest for’(\elg(t)ne
Recorded principal Impairment recorded interest income interest
investment balance reserve investment” income recognhized income
(In Thousands)
With no impairment reserve
recorded:
Commercial real estate:
Owner occupied $ 741 $ 741 % — 3 1,48: % 14z % 2 3 14C
Non-owner occupied 64¢ 64¢ — 1,23¢ 222 207 15
Construction and land development 4,94¢ 8,531 — 5,83¢ 24¢ 24 22z
Multi-family 47 414 — 312 69 60 9
1-4 family 544 677 — 2,21: 151 — 151
Commercial and industrial 2,392 2,40 — 1,987 163 25 13€
Direct financing leases, net — — — 4 — 1 [€0)]
Consumer and other:
Home equity and second mortgages 65€ 657 — 91z 55 1 54
Other 1,03( 1,62( — 1,15( 112 1 112
Total $ 11,006 $ 1569¢ $ —  $ 15,13t % 1,161 % 321 % 84C
With impairment reserve recorded:
Commercial real estate:
Owner occupied $ 28 % 28 % 1€ $ 30 % 2 3 — % 2
Non-owner occupied 2,58 2,582 82¢ 162 33 — 33
Construction and land developmen 465 465 174 52¢ 15 — 15
Multi-family — — — — — — —
1-4 family 614 614 224 637 36 — 36
Commercial and industrial 447 3,137 187 1,35(C 17¢ — 17¢
Direct financing leases, net — — — — — — —
Consumer and other:
Home equity and second mortgage 85 85 87 10s 7 — 7
Other — — — — — — —
Total $ 4221 % 6,911 $ 1517 $ 281C $ 271 $ — $ 271
Total:
Commercial real estate:
Owner occupied $ 76 % 76 % 1€ $ 151 % 144 % 2 3 14z
Non-owner occupied 3,23( 3,23( 82¢ 1,401 25k 207 48
Construction and land development 5,411 9,00z 174 6,362 261 24 237
Multi-family 47 414 — 312 69 60 9
1-4 family 1,15¢ 1,291 224 2,85( 187 — 187
Commercial and industrial 2,841 5,541 187 3,331 341 25 31€
Direct financing leases, net — — — 4 — 1 0]
Consumer and other:
Home equity and second mortgages 741 74z 87 1,01¢ 62 1 61
Other 1,03( 1,62( — 1,15( 112 1 112
Grand total $ 15227 $ 22,60¢  $ 1517 $ 17,94 $ 1,43: $ 321 $ 1,111

(1) Average recorded investment is calculated primasiyg daily average balanc

The difference between the loans’ and leases’ datbinvestment and the unpaid principal balancgof million and $4.0 million as of
December 31, 2014 and 2013, respectively, reptepantial charge-offs resulting from confirmeddes due to the value of the collateral
securing the loans and leases being less tharathgng values of the loans and leases. Impairadd@nd leases also included $2.0 milhow
$371,000 of loans that were performing troubledt destructurings, and thus, while not on non-adcruare reported as impaired, due to the
concession in terms. When a loan is placed on oonsal, interest accruals are discontinued andigusly accrued but uncollected interest is



deducted from interest income. If
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collectability of contractual principal and inter@ayments is in doubt, cash payments collectedamnaccrual loans are first applied to
principal. Foregone interest represents the intéhas was contractually due on the note but noeikeed or recorded. To the extent the amount
of principal on a non-accrual note is fully colledtand additional cash is received, the Corporatiimecognize interest income.

To determine the level and composition of the atlove for loan and lease losses, the Corporaticakbreut the loan and lease portfolio by
segments and risk ratings. First, the Corporati@uates loans and leases for potential impairrossification. The Corporation analyzes
each loan and lease determined to be impaired amdandual basis to determine a specific reserasda upon the estimated value of the
underlying collateral for collateral-dependent Isaor alternatively, the present value of expectesh flows. The Corporation applies historica
trends from established risk factors to each cagegbloans and leases that has not been indivileahluated for the purpose of establishing
the general portion of the allowance.

A summary of the activity in the allowance for loand lease losses by portfolio segment is as fallow

As of and for the Year Ended December 31, 2014

Commercial Direct
Commercial and Consumer financing
real estate industrial and other leases, net Total

(Dollars in Thousands)
Allowance for credit losses:

Beginning balance $ 9,05¢ % 423t % 272 $ 33 % 13,90:
Charge-offs (631) (600) () — (1,239
Recoveries 44 36¢ 12 — 42~
Provision 151 1,06: (65) 87 1,23¢

Ending balance $ 8,61¢ % 5067 $ 218 % 428 $ 14,32¢

Ending balance: individually evaluated for impaimhe $ 204 % 33 $ 5 % —  $ 29C

Ending balance: collectively evaluated for impainne $ 8,41« % 494: $ 165§ 428 $ 13,94°

Ending balance: loans acquired with deterioratedicr
quality $ 1 % 91 $ — % — 3 92

Loans and lease receivables:

Ending balance, gross $ 811,76t $ 416,65 $ 19,200 $ 34,16¢ $ 1,281,79

©“

Ending balance: individually evaluated for impaimhe $ 4877 % 1.66¢ $ 1,15¢ § — 7,70(

Ending balance: collectively evaluated for impainme $ 803,47! $ 41430: § 18,05 $ 34,168 $ 1,269,99
Ending balance: loans acquired with deterioratedicr

quality $ 341 % 681 $ — — % 4,09t
Allowance as % of gross loans 1.06% 1.22% 1.14% 1.24% 1.12%
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As of and for the Year Ended December 31, 2013

Commercial Direct
Commercial and Consumer financing
real estate industrial and other leases, net Total
(Dollars in Thousands)

Allowance for credit losses:
Beginning balance $ 10,697 % 4,12¢ $ 371 % 207 15,40(
Charge-offs (89¢) (14 4 — (9149
Recoveries 352 11 5 5 374
Provision (1,099 10¢ (99 12€ (959)
Ending balance $ 9,058 % 423t % 27 % 33¢ 13,90:
Ending balance: individually evaluated for impairmhe $ 20¢  $ 131 $ 62 $ — 40z
Ending balance: collectively evaluated for impainne $ 8,84t % 4,10 % 211  $ 33¢ 13,49¢
Ending balance: loans acquired with deterioratedicr

quality $ — % — 3 — % — —
Loans and lease receivables:
Ending balance, gross $ 64511: $ 29355 $ 17,24 % 26,06¢ 981,97.
Ending balance: individually evaluated for impaimhe $ 537¢ % 8,04: % 1,37 $ — 14,79:
Ending balance: collectively evaluated for impainme $ 638,30 $ 28550¢ $ 15,86¢ $ 26,06¢ 965,74t
Ending balance: loans acquired with deteriorateditr

quality $ 142¢ % — — 3 — 1,42¢
Allowance as % of gross loans 1.4(% 1.40% 1.58% 1.3(% 1.42%
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As of and for the Year Ended December 31, 2012

Commercial Direct
Commercial and Consumer financing
real estate industrial and other leases, net Total

(Dollars in Thousands)
Allowance for credit losses:

Beginning balance $ 9,55¢ % 3977 % 384 % 24C % 14,15t
Charge-offs (612) (2,739 (22§) — (3,479
Recoveries 37t 66 4C — 481
Provision 1,37¢ 2,82¢ 75 (33 4,24:
Ending balance $ 10,69: $ 4,12¢ % 371 % 207 % 15,40(
Ending balance: individually evaluated for impaimhe $ 1,24  $ 18¢ $ 87 ¢ —  $ 1,517
Ending balance: collectively evaluated for impainne $ 9,44¢ % 3,94 % 284  $ 207 % 13,88
Ending balance: loans acquired with deterioratedicr

quality $ — % — 3 — % — % —
Loans and lease receivables:
Ending balance, gross $ 624,01 $ 25645( $ 16,31 % 1592¢ $ 912,70t
Ending balance: individually evaluated for impaimhe $ 10,61 $ 2,84: % 1,777 $ —  $ 15,22}

Ending balance: collectively evaluated for impainme $ 613,39° $ 253,61t $ 1454 % 1592¢ $ 897,48

Ending balance: loans acquired with deteriorateditr
quality $ — ¢ — — 3 — —

Allowance as % of gross loans 1.71% 1.61% 2.21% 1.3(% 1.6%%

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

As of December 31,

2014 2013
(In Thousands)
Minimum lease payments receivable $ 31,20 $ 24,65¢
Estimated unguaranteed residual values in leasgzbpty 7,05: 4,54¢
Initial direct costs 20¢ 22¢€
Less unearned lease and residual income (4,300 (3,365
Investment in commercial direct financing leases $ 34,16 $ 26,06

There were no impairments of residual value ofddgsroperty during the years ended December 34 22013 and 2012 .

The Corporation leases equipment under direct Gimagnleases expiring in future years. Some of theases provide for additional rents, base
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 payserbe received are as follows:

(In Thousands)
Maturities during year ended December 31,

2015 $ 8,43:
2016 7,322
2017 6,08(
2018 5,11¢
2019 2,67¢
Thereafter 1,57
$ 31,20¢

Note 6 — Premises and Equipment

A summary of premises and equipment at Decembe2@®4 and 2013 is as follows:

As of December 31,

2014 2013
(In Thousands)

Land $ 65C $ =
Building and leasehold improvements 2,77¢ 1,545
Furniture and equipment 4,33¢ 3,251
Construction and purchases in progress 52 —
7,817 4,80

Less: accumulated depreciation (3,879 (3,649
Total premises and equipment, net $ 3,947 % 1,15¢

Depreciation expense was $385,000 , $313,000 a®2,&20 for the years ended December 31, 2014 , @0d2012 , respectively.

Note 7 — Goodwill and Other Intangible Assets

Goodwill is not amortized. Goodwill, as well asangible assets, are subject to impairment testt taast an annual basis. At December 31,
2014 , goodwill was $10.7 million as a result of thlterra Transaction. The Corporation will perfoandetailed valuation each November
utilizing discounted cash flow assumptions of Aigewith further evaluation of the consolidated gntharket capitalization. A series of
assumptions, including the discount rate applietthéoestimated future cash flows, are embeddedmiltie evaluation. These assumptions anc
estimates are subject to changes. There can bgsnoaaces that discount rates will not increasgepted earnings and cash flows of Alterra
will not decline, and facts and circumstances #rficing our consolidated market capitalization wit change. Accordingly, an impairment
charge to goodwill and intangible assets may baired in the foreseeable future if the book equityAlterra exceeds its fair value. An
impairment charge to goodwill could have an advergeact on future consolidated results of operation

The Corporation has intangible assets that aret@radrconsisting of core deposit intangibles arahlservicing rights.

Loan servicing rights are recognized separatelyrvithey are acquired through sales of SBA loans.W\BfA loans are sold, servicing rights
are initially recorded at fair value with the incerstatement effect recorded in gains on salesaoisloLoan servicing assets are subsequently
measured using the amortization method, which regiservicing rights to be amortized into interesbme in proportion to, and over the
period of, the estimated future net servicing ineashthe underlying loans.

As of December 31, 2014 , the estimated fair vafuthe Corporation’s loan servicing asset was 333, This servicing asset represents the
servicing rights retained upon sale of the guaehfmortion of certain SBA loans. The Corporatioriguically reviews this portfolio for
impairment and engages a third-party valuation fiorassess the fair value of the overall servicights portfolio.
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For the year ended December 31, 2014 , loan segvasset amortization totaled $24,000 . The Cotjmor&ad no loan servicing assets
outstanding in 2013 and 2012 .

Changes in the gross carrying amount, accumulatextiezation and net book value of core depositrigthles were as follows:

Year Ended December 31,
2014 2013 2012
(In Thousands)

Core deposit intangibles:

Gross carrying amount $ 347 $ — =
Less: accumulated amortization (12 — —
Net book value $ 33t % — 3 —
Amortization during the period $ (12 $ — $ —

Estimated amortization expense of core deposihgitdes for fiscal years 2015 through 2019 areodewvs:

Core deposit
intangibles

(In Thousands)
Estimate for the year ended December 31,

2015 $ 72
2016 62
2017 54
2018 47
2019 40
Thereafter 60
$ 33t

Note 8 — Other Assets

The Corporation is a limited partner in severalitgd partnership investments. The Corporation istine® general partner, does not have
controlling ownership, and is not the primary vhl@interest holder in any of these limited parsh@ss. The Corporation’s share of the
partnerships’ income included in the Consolidatete®nents of Income for the years ended Decemhet@@¥ and 2013 was income of
$774,000 and a loss of $437,000 , respectively.ddmporation had an equity investment in Aldine i@dg-und, LP, a mezzanine fund,&f.1
million and $1.2 million recorded as of Decembey 2014 and 2013, respectively. The Corporationdesmaining commitment to provide
funds of $960,000 at December 31, 2014 . The Catjmor's equity investment in Aldine Capital FundlP, also a mezzanine fund, totaled
$2.1 million and $942,000 as of December 31, 20112013 , respectively. The Corporation had a ramgicommitment to provide funds of
$2.8 million at December 31, 2014 . The Corporatitso has one tax-preferred limited partnershipteguvestment, Chapel Valley Senior
Housing, LP. At December 31, 2014 and 2013 , thexe a zero cost basis remaining in this tax-pretelimited partnership equity investment.

The Corporation invested in a community developnesmity (“CDE”) through Rimrock Road Investment EulbLC (“Rimrock”), a wholly-
owned subsidiary of FBB, to develop and operaiaaastate project located in a low-income commu#it December 31, 2014, Rimrock had
one CDE investment, with a net carrying value ab$iiillion . Rimrock did not have any outstandinDE investments in 2013. Due to the
Corporation’s inability to exercise any significanfluence over the investment in the qualified GiEs accounted for using the cost method.
The investment provides federal new market tagits@ver a seven-year credit allowance periogdch of the first three years, credits
totaling five percent of the original investmeng atlowed on the credit allowance dates and fofittes four years, credits totaling six percent
of the original investment are allowed on the dralowance dates. Rimrock must be invested imgthadified CDE on each of the credit
allowance dates during the seven-year period tiaeithe tax credits. If the CDE ceases to qualifying the seven-year period, the credits ma
be denied for any credit allowance date and aqouf the credits previously taken may be subj@cetapture with interest. The investment in
the CDE cannot be redeemed before the end of tremseear period.
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The remaining federal new market tax credit to tilezad over a maximum of seven years was $2.6ionilas of December 31, 2014 . The
Corporation’s usage of the federal new market tadit was approximately $375,000 during 2014 félteral new market tax credits were L
in 2013 or 2012 .

The Corporation is the sole owner of $315,000 ohcmn securities issued by FBFS Statutory Trust Delaware business trust (“Trust I17).
The purpose of Trust Il was to complete the sal®16f.0 million of 10.50% fixed rate trust prefermeturities. Trust Il, a wholly owned
subsidiary of the Corporation, was not consolidatéal the financial statements of the Corporatibme investment in Trust Il of $315,0@8 of
December 31, 2014 and 2013 is included in accnutedlast receivable and other assets.

A summary of accrued interest receivable and adksets is as follows:

As of December 31,

2014 2013
(In Thousands)

Accrued interest receivable $ 3932 $ 3,231
Deferred tax assets, net 3,60z 3,72
Investment in limited partnerships 3,19: 2,141
Investment in community development entity 7,50( —
Investment in Trust Il 31t 31t
Fair value of interest rate swaps 57¢ 94¢€
Prepaid expenses 2,217 1,22¢
Other 4,88 2,731

Total accrued interest receivable and other assets $ 26,217 $ 14,31¢

Note 9 — Deposits

The composition of deposits at December 31, 20842813 was as follows. Weighted average balangegssent year-to-date averages.

December 31, 2014 December 31, 2013
Weighted Weighted
average Weighted average Weighted
Balance balance average rate Balance balance average rate

(Dollars in Thousands)
Non-interest-bearing transaction

accounts $ 204,32¢ % 154,68° —% $ 151,270 $ 138,92( —%
Interest-bearing transaction accounts 104,19¢ 83,50¢ 0.22 77,00¢ 62,57¢ 0.2C
Money market accounts 575,76t 493,32: 0.52 456,06! 450,55¢ 0.5¢
Certificates of deposit 126,63! 60,28¢ 0.8¢ 51,97¢ 60,27¢ 1.01
Wholesale deposits 427,341 416,20: 1.4¢ 393,53! 393,72¢ 1.6€
Total deposits $ 1,438,260 $ 1,208,00: 0.7¢ $ 1,129,85' $ 1,106,05 0.8¢
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A summary of annual maturities of certificates epdsit outstanding at December 31, 2014 follows:

(In Thousands)
Maturities during the year ended December 31,

2015 $ 241,54:
2016 115,28
2017 61,71¢
2018 47,67
2019 21,20:
Thereafter 66,55¢
$ 553,97!

Deposits include approximately $116.3 million ar28R millionof certificates of deposit, including wholesale dgifs, which are denominat
in amounts of $100,000 or more at December 31, 20142013 , respectively.

Note 10 — FHLB Advances, Other Borrowings and JunioSubordinated Notes

The composition of borrowed funds at December 8142and 2013 was as follows. Weighted average batarepresent year-ttate average

December 31, 2014 December 31, 2013
Weighted Weighted Weighted Weighted
average average average average
Balance balance rate Balance balance rate
(Dollars in Thousands)
Federal funds purchased $ — 3 237 0.82% $ — 5 26( 0.74%
FHLB advances and other borrowings 10,05¢ 5,09z 0.5€ — 6,471 0.1¢
Line of credit 1,01( 13 3.3C 10 10 3.41
Subordinated notes payable 22,92¢ 13,36: 7.07 11,92¢ 11,92¢ 6.92
Junior subordinated notes 10,31¢ 10,31¢ 10.7¢ 10,31¢ 10,31 10.7¢
$ 44,30¢ $ 29,02( 724 $ 22,25 % 28,98: 6.7¢
Short-term borrowings $ 2,01( $ 1C
Long-term borrowings 42,29¢ 22,24
$ 44,30¢ $ 22,25

The Corporation’s subsidiary banks, FBB and FRABw~aukee, are members of the FHLB of Chicago whileerra is a member of the FHLB
Topeka. Accordingly all three subsidiary bankshaf Corporation are permitted to obtain advances.

At December 31, 2014 and 2013, there were no siesusold under agreements to repurchase. Thare meeoutstanding federal funds
purchased at any month-end during fiscal years mDbee 31, 2014 and 2013 .

The Corporation has a $91.6 million FHLB line oédit available for advances and open line borrowingich is collateralized by mortgage-
related securities, unencumbered first mortgagesi@ad secured small business loans as noted b&td»ecember 31, 2014 , $82.6 million of
this line remained unused. There were no advanassamding on the Corporation’s open line at Decan®d, 2014 and 2013 . There w824
million of Term FHLB advances outstanding at Deceniil, 2014 with stated fixed interest rates rag@iom 0.71% to 4.96% . No Term
FHLB advances were outstanding at December 31, 20h8 Term FHLB advances outstanding at Decembge?@®14 are due at various dates
through December 2017.

The Corporation is required to maintain, as cotitenortgage-related securities and unencumbérgtchiortgage loans and secured small
business loans in its portfolio aggregating attléaes amount of outstanding advances from the FHld&ns totaling approximately $85.8
million and $37.1 million and collateralized morggaobligations totaling approximately $30.7 milliand $39.5 million were pledged as
collateral for FHLB advances and unused availal#ditat December 31, 2014 and 2013, respectively.
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The Corporation has a senior line of credit withiad-party financial institution of $10.5 millionAs of December 31, 2014 , the line of credit
carried an interest rate of LIBOR + 2.75% with@ofl of 3.25% and had certain performance debt cavsrof which the Corporation was in
compliance. The Corporation paid an unused lineofeis senior line of credit. For the years enBedember 31, 2014 , 2013 and 2012 , the
Corporation incurred $13,000 , $13,000 and $11dfGiriditional interest expense due to this feeFélruary 19, 2015 , the credit line was
renewed for one additional year with pricing tefi$IBOR + 2.75% with an interest rate floor of 3586 and a maturity date of February 19,
2016 . As December 31, 2014 , the outstanding balan the line of credit was $1.0 million .

The Corporation has subordinated notes payablBegember 31, 2014 and 2013, the amount of subatetimotes payable outstanding was
$22.9 million . The subordinated notes payableifugdr Tier 2 capital. At December 31, 2014 , $inillion of the subordinated notes bore an
interest rate of LIBOR + 4.75% with an intereserfibor of 6.00% , $6.2 million bore a fixed intsteate of 7.50% and $15.0 million bore a
fixed interest rate of 6.50% . There are no delsenants on the subordinated notes payable. $1liomif the subordinated notes outstanding
as of December 31, 2014 were held by a third-gargncial institution and mature on May 15, 20286.2 million of the subordinated notes
consists of notes which the Corporation offered swid to certain accredited investors in 2012. Aties mature on January 15, 2022 and bes
a fixed interest rate of 7.50% per year for tlegitire term. The Corporation may, at its optiomleem the notes, in whole or part, at any time
after the fifth anniversary of issuance. The Coation used the net proceeds from the sale of thesro repay a portion of its then-existing
$39.0 million of other subordinated notes. On Janad, 2014 the Corporation repaid $4.0 milliortteé third-party financial institution
subordinated notes.

The remaining $15.0 million of the subordinatedasovere issued on August 26, 2014 in connectioln tlvé Alterra Transaction when the
Corporation entered into Subordinated Note PurcAggeements with three accredited investors. Thiesbave a maturity date

of September 1, 2024 and will bear interest axedfirate of 6.50% per annum for the first fivengeaf the instrument. From and including
September 1, 2019 to the maturity date, the inteaés shall reset quarterly to an interest rateapaum equal to the then-current three-month
LIBOR rate plus 470 basis points, payable quarterigrrears. The Corporation may, at its optiomitneing with the interest payment date of
September 1, 2019 and on any interest paymenttiateafter, redeem the Notes, in whole or in peatr@demption price equal to 100% of the
principal amount of the Notes to be redeemed ptasue@d and unpaid interest to the date of redempfiay partial redemption will be made
pro rata among all of the holders. The notes atesulgject to repayment at the option of the holdEng Corporation paid approximately $13.E
million of the net proceeds of the notes as thed qaortion of the merger consideration in the agitjon of Aslin Group and Alterra. The
Corporation retained a portion of the net procdedscrease its regulatory capital and for genesaporate purposes.

In September 2008 , Trust Il completed the sa®16X0 million of 10.50% fixed rate trust preferiseturities (“Preferred Securities”). Trust Il
also issued common securities of $315,000 . Tiustdd the proceeds from the offering to purchd€e3million of 10.50% Junior
Subordinated Notes (“Notes”) of the Corporatione Rreferred Securities are mandatorily redeemaime the maturity of the Notes on
September 26, 2038 . The Preferred Securitiesfyualder the risk-based capital guidelines as Tieapital for regulatory purposes. Per the
provisions of the Dodd-Frank Act, bank holding c@mjgs with total assets of less than $15 billianrast required to phase out trust preferred
securities as an element of Tier 1 capital as pthager institutions must. The Corporation usedlgloceeds from the sale of the Notes for
general corporate purposes including providing @aftil capital to its subsidiaries. Debt issuancgt€ of approximately $428,000 were
capitalized in 2008 and are amortizing over the dif the Notes as an adjustment to interest expéssef December 31, 2014 , $339,000 of
debt issuance costs remain reflected in otheraesethe Consolidated Balance Sheets.

The Corporation has the right to redeem the Ndteseh interest payment date on or after Septe@®e2013 . The Corporation also has the
right to redeem the Notes, in whole but not in pafter the occurrence of certain special evergectal events are limited to: (1) a change in
capital treatment resulting in the inability of tBerporation to include the Notes in Tier 1 capid) a change in laws or regulations that could
require Trust |l to register as an investment comypander the Investment Company Act of 1940, asrai®@; and (3) a change in laws or
regulations that would require Trust Il to pay imetax with respect to interest received on theeBlot, prohibit the Corporation from
deducting the interest payable by the Corporatiothe Notes or result in greater than a de minanisunt of taxes for Trust II.

Trust I, a wholly owned subsidiary of the Corpawat was not consolidated into the financial staata of the Corporation. Therefore, the
Corporation presents in its Consolidated Finarfsiatements junior subordinated notes as a lialaility its investment in Trust Il as a
component of other assets.
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Note 11 — Stockholders’ Equity and Regulatory Capidl

On June 5, 2008, in connection with the implemémtadf the Shareholder Rights Plan dated the sate the Board of Directors declared a
dividend of one common share purchase right foh @atstanding share of common stock, $0.01 parvadr share (common shares), of the
Corporation. The dividend was paid on July 15, 2@x&h right entitles the registered holder to pase from the Corporation one-half of one
common share, at a price of $85.00 per full comstware (equivalent to $42.50 for each one-half@framon share), subject to adjustment.
The rights will be exercisable only if a persorgosup acquires 15% or more of the Corporagaadmmon stock or announces a tender offe
such stock. Under conditions described in the Stwdder Rights Plan, holders of rights may acquddittonal shares of the Corporation’s
common stock. The value of shares acquired unéeplin would have a market value of two times llemtcurrent per share purchase price.
The rights will expire on June 5, 2018 if not reeelw

The Corporation and the Banks are subject to vaniegulatory capital requirements administered &gefFal, State of Wisconsin and State of
Kansas banking agencies. Failure to meet minimyitalaequirements can result in certain mandatangl possibly additional discretionary
actions on the part of regulators, that if undestglcould have a direct material effect on the Baaksets, liabilities and certain off-balance-
sheet items as calculated under regulatory practidee Corporation’s and the Banks’ capital amoants classifications are also subject to
qualitative judgments by the regulators about camepes, risk weightings and other factors. The Cafyon continuously reviews and updates
when appropriate its Capital and Liquidity ActiolaR (the “Capital Plan”), which is designed to hefsure appropriate capital adequacy, to
plan for future capital needs and to ensure tr@aQbrporation serves as a source of financial gtreto the Banks. The Corporation’s and the
Banks’ Boards of Directors and management teamsradh the appropriate regulatory guidelines onsitets which affect their capital
position, including but not limited to, decisioredating to the payment of dividends and increagidgbtedness.

As a bank holding company, the Corporation’s aptlit pay dividends is affected by the policies anfbrcement powers of the Federal
Reserve. Federal Reserve guidance urges comparsgsngly consider eliminating, deferring or sfigantly reducing dividends if: (i) net
income available to common shareholders for thefpas quarters, net of dividends previously paididg that period, is not sufficient to fully
fund the dividend; (ii) the prospective rate ofréags retention is not consistent with the banlding company’s capital needs and overall
current prospective financial condition; or (iiijet bank holding company will not meet, or is in g@nof not meeting, its minimum regulatory
capital ratios. Management intends, when appraptiatier regulatory guidelines, to consult with Fleeleral Reserve Bank of Chicago and
provide it with information on the Corporation’stircurrent and prospective earnings and capitaliposn advance of declaring any cash
dividends.

The Banks are also subject to certain legal, régujand other restrictions on their ability to pdiyidends to the Corporation. As a bank
holding company, the payment of dividends by thakBao the Corporation is one of the sources ofi$uthe Corporation could use to pay
dividends, if any, in the future and to make otb@yments. Future dividend decisions by the Bankistia@ Corporation will continue to be
subject to compliance with various legal, regulatand other restrictions as defined from time et

Qualitative measures established by regulatiomsuiie capital adequacy require the Corporationtlaad@anks to maintain minimum amounts
and ratios of Total and Tier 1 capital to risk-weied assets and of Tier 1 capital to average asSetsl capital generally consists of
stockholders’ equity plus certain qualifying dehest and other specified items less intangibletasseh as goodwill. Risk-based capital
requirements presently address credit risk relatdazbth recorded and off-balansheet commitments and obligations. ManagementJvesljea:
of December 31, 2014 , that the Corporation andB#aks met all applicable capital adequacy requars

As of December 31, 201,4he most recent notification from the FDIC, th®W and the OSBC categorized the Banks as welkakged unde
the regulatory framework for prompt corrective antin effect at that time.

The Company anticipates that its capital ratio$ meinain in excess of the enhanced regulatory bmack levels required by Basel 11l which
went into effect on January 1, 2015.
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The following table summarizes the Corporation’d &anks’ capital ratios and the ratios requiredhmjr federal regulators at December 31,
2014 and 2013, 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, 2014

Total capital
(to risk-weighted assets)
Consolidated $ 173,26: 12.19% $ 114,25 8.0(% N/A N/A
First Business Bank 131,41: 12.1¢ 86,27: 8.0C $ 107,84 10.0(%
First Business Bank — Milwaukee 19,12¢ 12.47 12,27 8.0C 15,34 10.0C
Alterra Bank 22,65’ 10.9C 16,62¢ 8.0C 20,78¢ 10.0C
Tier 1 capital
(to risk-weighted assets)
Consolidated $ 136,00¢ 95z $ 57,12 4.0C N/A N/A
First Business Bank 118,90° 11.0z 43,13¢ 400 $ 64,70¢ 6.0C
First Business Bank — Milwaukee 17,64 11.5C 6,131 4.0C 9,20¢€ 6.0C
Alterra Bank 22,32( 10.7¢ 8,31« 4.0C 12,47 6.0C
Tier 1 capital
(to average assets)
Consolidated $ 136,00¢ 871 $ 62,49( 4.0C N/A N/A
First Business Bank 118,90° 10.1: 46,96( 40 $  58,70( 5.0C
First Business Bank — Milwaukee 17,64 7.9C 8,93¢ 4.0C 11,16¢ 5.0C
Alterra Bank 22,32( 9.01 9,91( 4.0C 12,38¢ 5.0C

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, 2013

Total capital
(to risk-weighted assets)
Consolidated $ 145,35. 13.1¢% $ 88,37 8.0(% N/A N/A
First Business Bank 123,33: 12.57 78,51¢ 8.0C $ 98,14 10.0(%
First Business Bank — Milwaukee 17,94« 14.6¢ 9,79( 8.0C 12,23¢ 10.0C
Tier 1 capital
(to risk-weighted assets)
Consolidated $ 119,61 10.85 $  44,18¢ 4.0C N/A N/A
First Business Bank 111,06: 11.32 39,25¢ 40 $ 58,88 6.0C
First Business Bank — Milwaukee 16,41« 13.41 4,89t 4.0C 7,345 6.0C
Tier 1 capital
(to average assets)
Consolidated $ 119,61 9.3t $ 51,15 4.0C N/A N/A
First Business Bank 111,06: 10.3¢ 42,91: 40 $ 53,64 5.0C
First Business Bank — Milwaukee 16,41« 7.64 8,59t 4.0C 10,74« 5.0C
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The following table reconciles stockholders’ equayfederal regulatory capital at December 31, 28dd 2013 , respectively.

As of December 31,
2014 2013
(In Thousands)
Stockholders’ equity of the Corporation $ 137,74t $ 109,27!
Unrealized and accumulated (gains) losses on spéeifns (652) 34z
Disallowed servicing assets and purchased crenitregationships (94) —
Disallowed goodwill and other intangibles (10,999 —
Trust preferred securities 10,00( 10,00(
Tier 1 capital 136,00t 119,61
Allowable general valuation allowances and subaigid debt 37,25t 25,73¢
Risk-based capital $ 173,26 $ 145,35

Note 12 — Earnings per Common Share

Earnings per common share are computed using thelags method. Basic earnings per common shamearputed by dividing net income
allocated to common shares by the weighted averagwer of shares outstanding during the applicabted, excluding outstanding
participating securities. Participating securifiedude unvested restricted shares. Unvested cesirshares are considered participating
securities because holders of these securities/eenen-forfeitable dividends at the same rateadédrs of the Corporation’s common stock.
Diluted earnings per share are computed by dividigigincome allocated to common shares adjustegtédiocation of undistributed earnings
of unvested restricted shares by the weighted gearamber of shares determined for the basic eggmar common share computation plus
the dilutive effect of common stock equivalentsgsihe treasury stock method.

Effective November 1, 2014, the Corporation sudcdigscompleted the acquisition of Aslin Group aAtlerra. Under the terms of the
definitive agreement, the Corporation issued 36D,8Bares to Aslin Group shareholders as the stodion of the consideration paid. This
stock issuance impacted the Corporation’s earnpegshare by increasing the number of shares odiisig

For the years ended December 31, 2014 and 20X age anti-dilutive employee share-based awardtetbtt and 77 , respectively.

For the Year Ended December 31,
2014 2013 2012
(Dollars in Thousands, Except Share Data)

Basic earnings per common share

Net income 14,13¢ 13,74¢  $ 8,92¢
Less: earnings allocated to participating securitie 294 331 32¢
Basic earnings allocated to common shareholders 13,84¢ 13,41 $ 8,591
Weighted-average common shares outstanding, exgjymdirticipating

securities 3,929,96! 3,832,29 2,608,96
Basic earnings per common share 3.52 350 % 3.3C
Diluted earnings per common share
Earnings allocated to common shareholders 13,84¢ 13,41 $ 8,591
Reallocation of undistributed earnings 1 2 —
Diluted earnings allocated to common shareholders 13,84¢ 13,417 $ 8,591
Weighted-average common shares outstanding, exgjysdirticipating

securities 3,929,96! 3,832,29i 2,608,96.
Dilutive effect of share-based awards 18,40: 15,31« 1,917




Weighted-average diluted common shares outstandiuiiding participating
securities 3,948,37. 3,847,61i 2,610,87.

Diluted earnings per common share $ 351 $ 3.4¢ % 3.2¢

Note 13 — Share-Based Compensation

The Corporation adopted the 2012 Equity Incentilaa Rthe “Plan”) during the quarter ended June2B0,2. The Plan is administered by the
Compensation Committee of the Board of DirectorthefCorporation and provides for the grant of ggownership opportunities through
incentive stock options and nonqualified stock ati (together, “Stock Options”), restricted stadstricted stock units and dividend
equivalent units, and any other type of award peechiby the Plan. As of December 31, 2014 , 174sié8es were available for future grants
under the Plan. Shares covered by awards thategxtpiminate or lapse will again be available Far grant of awards under the Plan. The
Corporation may issue new shares and shares feasaury for shares delivered under the Plan.

Stock Options

The Corporation may grant Stock Options to serxecatives and other employees under the Plan. S2ptions generally have an exercise
price that is equal to the fair value of the commbares on the date the option is awarded. Stotki@pgranted under the plans are subject tc
graded vesting, generally ranging from 4 yearsyed@s , and have a contractual term of 10 yelaos any new awards issued, compensation
expense is recognized over the requisite servidegp®r the entire award on a straight-line balis.Stock Options were granted since the
Corporation became a reporting company under tiaries Exchange Act of 1934 and no Stock Optioage been modified, repurchased or
canceled since such time. For that reason, no-4taskd compensation related to Stock Options wagnézed in the Consolidated Financial
Statements for the years ended December 31, 20043,and 2012 . As of December 31, 2014 , all S@pkons granted and not previously
forfeited had vested. The benefits of tax dedustias a result of disqualifying dispositions upoareise of stock options are recognized as a
financing cash flow activity.
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The following table represents a summary of Stopkidds activity for the periods indicated.

For the Years Ended December 31,

2014 2013 2012
Weighted Weighted
Weighted average average
Options average price  Options price Options price
Outstanding at beginning of year 51,000 $ 24.2¢ 124,03: $§ 22.4: 125,03: $ 22.4:
Granted — — — — — —
Exercised (39,000 24.0C (69,68 21.1: (1,000 22.0(
Expired — — (3,350 22.0C — —
Forfeited — — — — — —
Outstanding at end of year 12,00( 25.0(C 51,00( 24.2¢ 124,03: 22.4°
Options exercisable at end of year 12,00( 25.0( 51,00( 2492 124,03: 22.47
The following table represents outstanding Stockiddg and exercisable Stock Options at the respectinges of exercise prices at
December 31, 2014 .
Options Outstanding Exercisable
Weighted
average Weighted Weighted
remaining average average
contractual exercise exercise
Range of exercise prices Shares life (years) price Shares price
$25.00 - $25.99 12,00( 0.13 $ 25.0( 12,000 $ 25.0(

Restricted Stock

Under the Plan, the Corporation may grant resttisteares to plan participants, subject to forfeitypon the occurrence of certain events until
the dates specified in the participant’s award egrent. While the restricted shares are subjeairfeifure, the participant may exercise full
voting rights and will receive all dividends andhet distributions paid with respect to the restcshares. The restricted shares granted unde
the Plan are subject to graded vesting. Compemsakipense is recognized over the requisite sepaded of generally four years for the en
award on a straight-line basis. Upon vesting dfrieted share awards, the benefit of tax deductinrexcess of recognized compensation
expense is recognized as a financing cash flowigcti

Restricted share activity for the years ended Déesrl, 2014 , 2013 and 2012 was as follows:

For the Year Ended December 31,

2014 2013 2012

Weighted Weighted Weighted

Number of average Number of average Number of average
restricted grant-date restricted grant-date restricted grant-date

shares fair value shares fair value shares fair value

Nonvested balance at beginning of year 84,70¢ $ 23.1( 9450¢ $ 18.1¢ 95,86¢ $ 15.1f
Granted 32,26: 44.9¢ 25,03( 33.0C 37,12 23.0¢
Vested (39,47) 19.71  (34,82) 16.8¢  (35,90% 15.0¢
Forfeited — — — — (2,580 18.3:2
Nonvested balance as of end of year 77,49¢ 33.92 84,70¢ 23.1( 94,50¢ 18.1¢

As of December 31, 2014 , $2.3 million of deferocetnpensation expense was included in additionakipatapital in the Consolidated Balai
Sheets related to unvested restricted shares whécBorporation expects to recognize over approtdéin®.8 years. As of December 31, 2014
all restricted shares that vested were delivered.

For the years ended December 31, 2014 , 2013 &kl Xhare-based compensation expense relatesttizcted stock included in the
Consolidated Statements of Income was as follows:
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For the Year Ended December 31,
2014 2013 2012
(In Thousands)
Share-based compensation expense $ 887 % 66C $ 54¢

Note 14 — Employee Benefit Plans

The Corporation maintains a contributory 401(k)imied contribution plan covering substantially atidoyees. The Corporation matches 1(
of amounts contributed by each participating emgéoyp to 3.0% of the employee’s compensation. Tdrp@ation may also make
discretionary contributions up to an additional6.6f salary. Contributions are expensed in thegoencurred and recorded in compensation
expense in the Consolidated Statements of Incoime Corporation made a matching contribution of 3t6%ll eligible employees which
totaled $398,000 , $348,000 and $321,000 for tlaesyended December 31, 2014 , 2013 and 2012 ,atesge. Discretionary contributions of
4.7% , or $632,000 , 4.6% , or $533,000 , and 5.0%%$528,000 , were made in 2014 , 2013 and 20&2pectively.

As of December 31, 2014 , 2013 and 2012 , the Gatjpm had a deferred compensation plan under wihjmtovided contributions to
supplement the retirement income of one executtiveler the terms of the plan, benefits to be reckare generally payable within six months
of the date of the termination of employment wkik Corporation. The expense associated with therdef compensation plan in 2014 , 2013
and 2012 was $101,000 , $81,000 and $58,000 ,cteeply. The present value of future payments uderemaining plan of $747,000 and
$647,000 at December 31, 2014 and 2013 , resphctiséncluded in other liabilities.

The Corporation owned life insurance policies amlife of the executive covered by the deferred pensation plan, which had cash surrende
values and death benefits of approximately $2.1lioniand $5.7 million , respectively, at Decembgr 3014 and cash surrender values and
death benefits of approximately $2.0 million and7b&illion , respectively, at December 31, 20The remaining balance of the cash surre
value of bank-owned life insurance of $25.2 millexmd $21.1 million as of December 31, 2014 and 20&8pectively, is related to policies on
a number of then-qualified individuals affiliatedtiwvthe Banks.

Note 15 — Leases

The Corporation and FBB occupy space in Madisonuider an operating lease agreement that expir@slgry, 2028 . FBB has four loan
production offices in Appleton, WI, Oshkosh, WI,e&n Bay, WI and Kenosha, WI that occupy office spander separate operating lease
agreements that expire on August 30, 2015, NoveB8®e2017 , January 31, 2018 , and March 31, 20&3pectively. FBB — Milwaukee
occupies office space under an operating leaseagnet that expires on November 30, 2020 . Altecaupies office space in Leawood, KS
under an operating lease agreement that expird4&agr31, 2023 . Alterra also owns a branch locamo®verland Park, KS. The Corporation’s
total rent expense was $1.3 million , $1.2 millaomd $1.2 million for years ended December 31, 200013 and 2012 , respectively. Rent
expense is recognized on a straight-line basis.Cdrporation also leases other office equipmentt&expense for these operating leases wze
$37,000 , $29,000 and $27,000 for the years endeeémber 31, 2014 , 2013 and 2012 , respectively.

Future minimum lease payments for noncancelableatipg leases for each of the five succeeding yaadsthereafter are as follows:

(In Thousands)

2015 $ 1,19¢
2016 1,11¢
2017 1,07¢
2018 1,022
2019 1,03«
Thereafter 6,541
$ 11,99t
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Note 16 - Other Operating Expenses

A summary of other operating expenses for the yeaded December 31, 2014 , 2013 and 2012 is asvisill

Year Ended December 31,

2014 2013 2012
(In Thousands)

Endowment to First Business Charitable Foundation $ —  $ 1,30C $ =
General and administrative expenses 1,02¢ 93¢ 917
Travel and other employee expenses 1,06¢ 877 90z
Computer software expenses 88¢€ 677 44¢
Partnership (income) loss (774 437 (67¢€)
Foreclosed properties expenses 5 18t 58¢
Other expenses 20z 24C 562

Total other operating expenses $ 2412 $ 4,65 $ 2,73¢

Note 17 — Income Taxes

Income tax expense applicable to income for thesyeaded December 31, 2014 , 2013 and 2012 con$igte following:

Year Ended December 31,

2014 2013 2012

(In Thousands)

Current:
Federal $ 4,23t $ 3,608 % 5,47:
State 1,45¢ 1,35¢ 1,18:¢
Current tax expense 5,69¢ 4,961 6,65¢
Deferred:
Federal 1,29¢ 2,257 (1,756
State 90 171 (150)
Deferred tax expense (benefit) 1,38¢ 2,42¢ (1,906
Total income tax expense $ 7,08: % 7,38¢ % 4,75(

Deferred income tax assets and liabilities refteetnet tax effects of temporary differences betwtbe carrying amounts of assets and
liabilities for financial reporting purposes aneithtax basis. Net deferred tax assets are includether assets in the consolidated balance
sheets.
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The significant components of the Corporation’setiefd tax assets and liabilities are as follows:
At December 31,

2014 2013

(In Thousands)

Deferred tax assets:

Allowance for loan and lease losses $ 5501 $ 5,372
Excess book basis over tax basis for net assetéradq 2,082 —
Deferred compensation 1,33 1,14¢
State net operating loss carryforwards 694 73C
Write-down of foreclosed properties 1 —
Non-accrual loan interest 751 738
Capital loss carryforwards 32 35
Unrealized loss on securities — 21¢
Other 30t 48€
Total deferred tax assets before valuation allowanc 10,69¢ 8,71t
Valuation allowance (68) (67)
Total deferred tax assets 10,63( 8,64¢
Deferred tax liabilities:
Leasing and fixed asset activities 6,39: 4,80:
Loan servicing asset 364 —
Unrealized gain on securities 137 —
Other 13¢ 12z
Total deferred tax liabilities 7,027 4,92¢
Net deferred tax asset $ 3,60 $ 3,72

The tax effects of unrealized gains and losseseonivative instruments and unrealized gains ancebss securities are components of other
comprehensive income. A reconciliation of the cleaimgnet deferred tax assets to deferred tax expetsws:

At December 31,

2014 2013 2012
(In Thousands)
Change in net deferred tax assets $ (119 $ (861) $ 2,101
Deferred taxes allocated to other comprehensiveniec 352 (1,567%) (195)
Acquired deferred tax assets (1,627 — —
Deferred income tax (expense) benefit $ (1,389 $ (2,428 % 1,90¢

Realization of the deferred tax asset over tindegendent upon the Corporation generating suffi¢@mble earnings in future periods. In
making its determination that the realization @& theferred tax was more likely than not, the Capon gave consideration to a number of
factors including its recent earnings history gixpected earnings in the future, appropriate tarmohg strategies and expiration dates
associated with operating loss carry forwards.

The Corporation had state net operating loss camgrds of approximately $13.4 million and $14.1liov at December 31, 2014 and 2013 ,
respectively, which can be used to offset futuatestaxable income. The carryforwards expire betv&3 and 2032 . A valuation allowance
has been established for the future benefits atafile to certain of the non-Wisconsin state netailing losses. The valuation allowance
associated with these deferred tax assets was@bar@l $67,000 as of December 31, 2014 and 2@kpectively. The Corporation believes it
will be able to fully utilize its Wisconsin statetoperating losses under this law and thereforeaheation allowance has been established on
its Wisconsin state net operating losses.

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

2014 2013 2012
(Dollars In Thousands)

Income before income tax expense $ 21,22 % 21,13 % 13,67¢
Tax expense at statutory federal rate of 34.42%348¢ applied to income before income

tax expense, respectively $ 7,308 % 7278 % 4,65(
State income tax, net of federal effect 1,00( 90¢€ 647
Tax-exempt security and loan income, net of TEFRstments (73€) (682) (437)
Change in valuation allowance @ 59 ©)]
Bank-owned life insurance (296 (297) (239)
Non-deductible transaction costs 124 — —
Federal new market tax credit (375) — —
Other 62 122 12€
Total income tax expense $ 7,08 % 7,38¢ $ 4,75(
Effective tax rate 33.3(% 34.9¢% 34.7%

As of both December 31, 2014 and 2013, the sumwifaayl of the Corporation’s uncertain tax positaotaled $22,000 and $16,000 ,
respectively. There were no material additionsrteeductions from these uncertain tax positiongtieryear ended December 31, 2014 . In
addition, there were no settlements of uncertaimptsitions. As of December 31, 201tax years remaining open for the State of Wisktotax
were 2010 through 2013 . Federal tax years thaairead open were 2011 through 2013 . As of Decerdbgp014 , there were no
unrecognized tax benefits that are expected tafgigntly increase or decrease within the next wgahonths.

Note 18 — Derivative Financial Instruments

The Corporation offers interest rate swap proddiesctly to qualified commercial borrowers. The @aration economically hedges client
derivative transactions by entering into offsettintgrest rate swap contracts executed with a frartly. Derivative transactions executed as
part of this program are not designated as acaogihiédge relationships and are markedatrket through earnings each period. The deriv
contracts have mirror-image terms, which resulth@positions’ changes in fair value primarilysafting through earnings each period. The
credit risk and risk of noperformance embedded in the fair value calculatiswsfferent between the dealer counterpartiesthadcommercie
borrowers which may result in a difference in thamges in the fair value of the mirror-image swdjpe Corporation incorporates credit
valuation adjustments to appropriately reflect btgltown non-performance risk and the counterpantigk in the fair value measurements.
When evaluating the fair value of its derivativentacts for the effects of non-performance anditresk, the Corporation considered the
impact of netting and any applicable credit enharer@s such as collateral postings, thresholds aachgtees.

At December 31, 2014 , the aggregate amortizingpnal value of interest rate swaps with various owrcial borrowers was 27.5 million .
The Corporation receives fixed rates and paysifigatites based upon LIBOR on the swaps with coroiadoorrowers. These interest rate
swaps mature in March, 2016 through February, 2@3mmercial borrower swaps are completed indepghdeith each borrower and are
not subject to master netting arrangements. Thesenercial borrower swaps were reported on the Qinlaged Balance Sheets as a derivative
asset of $575,000 , included in accrued interestivable and other assets. In the event of defewét commercial borrower interest rate swap
by the counterparty, a right of offset exists towlfor the commercial borrower to set off amouthi® against the related commercial loan. As
of December 31, 2014 , riaterest rate swaps were in default and therefibreabues for the commercial borrower swaps aremed on a gro:
basis within the Corporation’s Consolidated BalaBbeets.

113




Table of Contents

At December 31, 2014 , the aggregate amortizingpnat value of interest rate swaps with dealer ¢eqparties was also 27.5 million . The
Corporation pays fixed rates and receives floatiigs based upon LIBOR on the swaps with dealentegparties. These interest rate swaps
mature in March, 2016 through February, 2023 . Breabunterparty swaps are subject to master netingements among the contracts withir
each of our Banks and are reported on the Consetidzalance Sheets as a net derivative liabilit$5#5,000 . The value of these swaps was
included in accrued interest payable and otheililigs as of December 31, 2014 . The gross amotidealer counterparty swaps, without
regard to the enforceable master netting agreem®sta gross derivative liability of $575,000 . hight of offset exists with the dealer
counterparty swaps.

The table below provides information about the tmraand fair value of the Corporation’s derivatinstruments as of December 31, 2014 an
2013.

Interest Rate Swap Contracts

Asset Derivatives Liability Derivatives
Balance Sheet Balance Sheet
Location Fair Value Location Fair Value

(In Thousands)

Derivatives not designated as hedging instruments
December 31, 2014 Other assets $ 575 Other liabilities $ 57t
December 31, 2013 Other assets $ 94¢ Other liabilities $ 94¢

No derivative instruments held by the Corporationtfer year ended December 31, 2014 were considedgineinstruments. All changes in
the fair value of these instruments are recordeathier non-interest income . Given the mirror-imggyens of the outstanding derivative
portfolio, the change in fair value for the yeansled December 31, 2014 , 2013 and 2012 had amifisant impact to the audited
Consolidated Statements of Income.

Note 19 — Commitments and Contingencies

The Banks are party to financial instruments wihbalance-sheet risk in the normal course of besénto meet the financing needs of clients.
These financial instruments include commitmentsxiend credit and standby letters of credit andlve, to varying degrees, elements of
credit and interest rate risk in excess of the art®recognized in the Consolidated Financial Statém The contract amounts reflect the e;
of involvement the Banks have in these particulasses of financial instruments.

In the event of non-performance, the Banks’ exposoiicredit loss for commitments to extend credd standby letters of credit is representec
by the contractual amount of these instruments.Bdrgks use the same credit policies in making camanits and conditional obligations as
they do for instruments reflected in the Consobddatinancial Statements. An accrual for creditdesen financial instruments with off-
balance-sheet risk would be recorded separate dronvaluation account related to any such recodrfisancial instrument. As of

December 31, 2014 and 2013, there were no accredit losses for financial instruments with offidogce-sheet risk.

Financial instruments whose contract amounts reptgsotential credit risk at December 31, 2014 2013 , respectively, are as follows:

At December 31,

2014 2013
(In Thousands)
Commitments to extend credit, primarily commer&ians $ 406,18 $ 282,58:
Standby letters of credit 17,55¢ 19,60:

Commitments to extend credit are agreements totteactlient as long as there is no violation of aandition in the contract. Commitments
generally have fixed expiration dates or other teation clauses and may have a fixed interestaagerate which varies with the prime rate or
other market indices and may require payment eka$ince some commitments expire without being/dngpon, the total commitment
amounts do not necessarily represent future caglireenents of the Banks. The Banks evaluate thditarerthiness of each client on a case-by
case basis and generally extend credit only orcarsd basis. Collateral obtained varies but comgismarily of commercial real estate,
accounts receivable, inventory, equipment,
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and securities. There is generally no market fonoercial loan commitments, the fair value of whiebuld approximate the present value of
any fees expected to be received as a result aoimenitment. These are not considered to be mhterihe financial statements.

Standby letters of credit are conditional committséssued by the Banks to guarantee the performaireelient to a third party. Generally,
standby letters of credit expire within one yead are collateralized by accounts receivable, egeigiinventory, and commercial properties.
The credit risk involved in issuing letters of ditdd essentially the same as that involved in eaiieg loan facilities to clients. The fair value of
standby letters of credit is recorded as a ligbilihen the standby letter of credit is issued. fetievalue has been estimated to approximate th
fees received by the Banks for issuance. The feeseaorded into income and the fair value of thargntee is decreased ratably over the tern
of the standby letter of credit.

In the normal course of business, various legatgdings involving the Corporation are pending. Mpement, based upon advice from legal
counsel, does not anticipate any significant logses result of these actions. Management beliaesiny liability arising from any such
proceedings currently existing or threatened will Imave a material adverse effect on the Corparatitnancial position, results of operations,
and cash flows.

Note 20 — Fair Value

The Corporation determines the fair market valdetsdinancial instruments based on the fair véiigrarchy established in ASC Topic 820,
which requires an entity to maximize the use ofeobable inputs and minimize the use of unobserviapiets when measuring fair value. Fair
value is defined as the price that would be reakinean orderly transaction that is not a forcedililation or distressed sale at the measureme
date and is based on exit prices. Fair value irmdwssumptions about risk such as nonperformasicenrliability fair values and is a market-
based measurement, not an entity-specific measateige standard describes three levels of infiatisrhay be used to measure fair value.

Level 1— Level 1 inputs are unadjusted quoted prices fivamarkets for identical assets or liabilitieattthe Corporation has the ability to
access at the measurement date.

Level 2— Level 2 inputs are inputs other than quoted griceluded with Level 1 that are observable forahkset or liability either directly or
indirectly, such as quoted prices for similar aseetliabilities; quoted prices in markets that ao¢ active; or other inputs that are observable c
can be corroborated by observable market dataufustantially the full term of the assets or liai@k.

Level 3— Level 3 inputs are inputs that are supportedthg br no market activity and that are signifitémthe fair value of the assets or
liabilities.

In instances where the determination of the faiueaneasurement is based on inputs from diffeerdls of the fair value hierarchy, the level
in the fair value hierarchy within which the entfeér value measurement falls is based on the lolees! 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 factoesifip to the asset or liability.
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Assets and liabilities measured at fair value oecairring basis, segregated by fair value hieraftetgl, are summarized below:

Fair Value Measurements Using

December 31, 2014 Level 1 Level 2 Level 3 Total

(In Thousands)
Assets:
Securities available-for-sale:
Municipal obligations $ —  $ 57¢ $ — 3 57¢
Asset backed securities — 1,51( — 1,51(
U.S. Government agency obligations - governmentisped enterprise! — 8,96¢ — 8,96¢
Collateralized mortgage obligations - governmesi ezl — 68,87« — 68,87«
Collateralized mortgage obligations - governmertrsored enterprises — 64,77 — 64,77
Interest rate swaps — 57¢ — 57¢
Liabilities: —
Interest rate swaps $ — $ 57t  $ — 3 57t

Fair Value Measurements Using

December 31, 2013 Level 1 Level 2 Level 3 Total

(In Thousands)
Assets:
Securities available-for-sale:
Municipal obligations $ — 15,48¢ $ — 15,48¢
Asset backed securities — 1,49¢ — 1,49¢
U.S. Government agency obligations - governmentspied enterprise: — 16,24« — 16,24
Collateralized mortgage obligations - governmesi ezl — 111,96¢ — 111,96¢
Collateralized mortgage obligations - governmertrsored enterprises — 34,92: — 34,92:
Interest rate swaps — 94¢ — 94¢
Liabilities:
Interest rate swaps $ — 3 94€ % — 94¢€

For assets and liabilities measured at fair valua cecurring basis, there were no transfers betwezlevels during the years ended

December 31, 2014 or 2013 related to the above unsagnts.

Assets and liabilities measured at fair value morecurring basis, segregated by fair value hibsaare summarized below:

Impaired loans
Foreclosed properties

As of and for the Year Ended December 31, 2014

Fair Value Measurements Using

Balance at Total
December 31, Gains
2014 Level 1 Level 2 Level 3 (Losses)
(In Thousands)
8,56¢ — 3 7,028 $ 1,54C $ —
1,697 — 1,69: — 4
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As of and for the Year Ended December 31, 2013
Fair Value Measurements Using

Balance at Total
December 31, Gains
2013 Level 1 Level 2 Level 3 (Losses)
(In Thousands)
Impaired loans $ 13,71¢ $ — $ 13,66t $ 53 $ =
Foreclosed properties 33: — 33: — (59

Impaired loans that are collateral dependent weittesw down to their fair value less costs to s€$8.6 million and $13.7 million at
December 31, 2014 and December 31, 2013, resphgtitarough the establishment of specific reseordsy recording charge-offs when the
carrying value exceeded the fair value. Valuatexrhhiques consistent with the market approachniecapproach, or cost approach were use
to measure fair value and primarily included obabte inputs for the individual impaired loans begwgluated such as current appraisals,
recent sales of similar assets or other observablet data. In cases where such inputs were unatide, specifically discounts applied to
appraisal values to adjust such values to curremket conditions or to reflect net realizable valie impaired loan balance is reflected within
Level 3 of the hierarchy. The quantification of bservable inputs for Level 3 values range from X(P80% . The weighted average of those
unobservable inputs as of the measurement datec#rbber 31, 2014 was 34% . The majority of the inreddoans in the Level 3 category are
considered collateral dependent loans.

Non-financial assets subject to measurement at féilevan a non-recurring basis included foreclosegerties. Foreclosed properties, upon
initial recognition, are re-measured and reportddiavalue through a charge-off to the allowafmeloan and lease losses, if deemed
necessary, based upon the fair value of the fasedi@roperty. The fair value of a foreclosed priyperpon initial recognition, is estimated
using a market approach or Level 2 inputs baseabservable market data, typically an appraisalemel 3 inputs based upon assumptions
specific to the individual property or equipmenéviel 3 inputs typically include unobservable inpaiish as management applied discounts
used to further reduce values to a net realizatliegevand may be used in situations when observalgs become stale. Foreclosed property
fair value inputs may transition to Level 1 uponeipt of an accepted offer for the sale of theteeldoreclosed property. As of December 31,
2014 , there were no foreclosed properties suppdngen Level 3 valuation. Subsequent impairmenfemfclosed properties are recorded as a
loss on foreclosed properties. Based upon an evatuaf value of certain of the Corporation’s folesed properties, impairment losses of
$4,000 on foreclosed properties were recognizeth®year ended December 31, 2014 . The activiti@fCorporation’s foreclosed properties
is summarized as follows:

As of and for the Year Ended December 31,

2014 2013
(In Thousands)
Foreclosed properties at the beginning of the perio $ 338 $ 1,57¢
Foreclosed properties acquired in acquisitionaetvalue 1,60¢ —
Loans transferred to foreclosed properties, at tamfieost or fair value — 1,381
Payments to priority lien holders of foreclosedpadies — —
Proceeds from sale of foreclosed properties (25%) (2,739
Net gain on sale of foreclosed properties 14 17¢€
Impairment valuation (4) (59
Foreclosed properties at the end of the period $ 169: $ 33¢
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Fair Value of Financial Instruments

The Corporation is required to disclose estimas#dvialues for its financial instruments. Fair \@kestimates, methods, and assumptions,

consistent with exit price concepts for fair valneasurements, are set forth below:

December 31, 2014

Carrying
Amount Fair Value
Total Level 1 Level 2 Level 3
(In Thousands)
Financial assets:
Cash and cash equivalents $ 103,23 $ 103,22 % 85,937 $ 6,89( 10,40(
Securities available-for-sale 144,69t 144,69 — 144,69t —
Loans and lease receivables, net 1,266,43 1,286,50; — 7,02t 1,279,47
Federal Home Loan Bank stock 2,34( 2,34( — — 2,34(
Cash surrender value of life insurance 27,31« 27,31« 27,31« — —
Accrued interest receivable 3,932 3,932 3,932 — —
Interest rate swaps 57t 57t — 57¢ —
Financial liabilities:
Deposits $ 1,438,260 $ 1,440,241 $ 884,29 $ 555,95¢ —
Federal Home Loan Bank and other borrowing 33,99 34,59( — 34,59( —
Junior subordinated notes 10,31 7,101 — — 7,101
Interest rate swaps 57t 57¢ — 57¢ —
Accrued interest payable 1,57¢ 1,57¢ 1,57¢ — —
Off balance sheet items:
Standby letters of credit 19z 19z — — 19z
Commitments to extend credit — * * * *

*Not meaningful
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December 31, 2013

Carrying
Amount Fair Value
Total Level 1 Level 2 Level 3
(In Thousands)
Financial assets:
Cash and cash equivalents $ 81,28t $ 81,29t $ 66,26¢ $ 4,02¢ % 11,00(
Securities available-for-sale 180,11¢ 180,11¢ — 180,11 —
Loans and lease receivables, net 967,05( 963,93 — 13,66¢ 950,27
Federal Home Loan Bank stock 1,25¢ 1,25¢ — — 1,25¢
Cash surrender value of life insurance 23,14 23,14 23,142 — —
Accrued interest receivable 3,231 3,231 3,231 — —
Interest rate swaps 94¢ 94¢ — 94¢ —
Financial liabilities:
Deposits $ 1,129,85 $ 1,131,000 $ 684,34 $ 446,65¢ $ —
Federal Home Loan Bank and other borrowing 11,93¢ 11,97¢ — 11,97¢ —
Junior subordinated notes 10,31 7,08¢ — — 7,08¢
Interest rate swaps 94¢ 94¢ — 94¢ —
Accrued interest payable 1,052 1,052 1,05z — —
Off balance sheet items:
Standby letters of credit 21¢ 21¢ — — 21¢
Commitments to extend credit — * * * *

*Not meaningful

Disclosure of fair value information about finandistruments, for which it is practicable to estim that value, is required whether or not
recognized in the Consolidated Balance Sheetsaadaswhere quoted market prices are not availfailesalues are based on estimates using
present value or other valuation techniques. Thedeniques are significantly affected by the asgionp used, including the discount rate and
estimates of future cash flows. In that regard disved fair value estimates cannot be substaatiay comparison to independent markets

in many cases, could not be realized in immedietidesnent of the instruments. Certain financiatrimsients 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.

Cash and cash equivalentsThe carrying amounts reported for cash and due franks, interest bearing deposits held by the Gatjom,
accrued interest receivable and accrued intergsthba approximate fair value because of their imiatedavailability and because they do not
present unanticipated credit concerns. The carryahge of commercial paper, included in the cashaash equivalents category, approxim
fair value due to the short-term maturity structoféhe instrument. As of December 31, 2014 and32Gihe Corporation held $10.4 milli@amd
$11.0 million , respectively, of commercial papEne fair value of commercial paper is consideréa@wel 3 input due to the lack of available
independent pricing sources. The carrying valulerokered certificates of deposit purchased is exeint to purchase price of the instrument a
the Corporation has not elected a fair value opfiiorthese instruments. The fair value of brokeredificates of deposits purchased is based ¢
the discounted value of contractual cash flowsgusinliscount rate reflective of rates currentheoffl for deposits of similar remaining
maturities. As of December 31, 2014 and 2013 Cbeporation held $6.9 million and $4.0 million spectively, of brokered certificates of
deposits.

Securities: The fair value measurements of investment secsirdtie determined by a thighrty pricing service which considers observabla
that may include dealer quotes, market spreadh,fass, the U.S. Treasury yield curve, trade exiecudata, market consensus prepayment
speeds, credit information and the securities’ seamd conditions, among other things. On a sanmgds pbthe fair value measurements are
subject to independent verification by anotheripgsource on a quarterly basis to review for reabteness. In addition, the Corporation
reviews the third-party valuation methodology gpegiodic basis. Any significant differences in \aion are reviewed with appropriate
members of management who have the relevant teadlexpertise to assess the results. The Corporh#ierdetermined that these valuations
are classified in Level 2 of the fair value hietarcWhen the independent pricing service does ratige a fair value measurement for a
particular
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security, the Corporation will estimate the faitueabased on specific information about each sgcuair values derived in this manner are
classified in Level 3 of the fair value hierarchy.

Loans and LeasesThe fair value estimation process for the loanfpba uses an exit price concept and reflects dist® that the Corporation
believes are consistent with liquidity discountstia market place. Fair values are estimated fdfgims of loans with similar financial
characteristics. The fair value of performing andperforming loans is calculated by discountingesithed and expected cash flows through
the estimated maturity using estimated market thigsreflect the credit and interest rate riskeir@mt in the portfolio of loans and then apph
a discount factor based upon the embedded crekibfithe loan and the fair value of collateralwséw nonperforming loans when the loan is
collateral dependent. The estimate of maturityaiselnl on the Banks’ historical experience with repayts for each loan classification,
modified, as required, by an estimate of the eféécturrent economic and lending conditions. Sigaifit unobservable inputs include, but are
not limited to, discounts (investor yield premiunagplied to fair value calculations to further detame the exit price value of a portfolio of
loans.

Federal Home Loan Bank and Federal Reserve Bank Stk: The carrying amount of FHLB and FRB stock equaldatr value because the
shares may be redeemed by the FHLB at their caysmount of $100 per share.

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

Deposits: The fair value of deposits with no stated matustych as demand deposits and money market accaiatgjal to the amount
payable on demand. The fair value of time depdsit@sed on the discounted value of contractudl ftaw’s. The discount rate is estimated
using the rates currently offered for depositsiwiilar remaining maturities. The fair value estiemto 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 Corporato Banks for debt with similar terms and remajmimaturities are used
to estimate fair value of existing debt.

Financial Instruments with Off-Balance-Sheet RisksThe fair value of the Corporation’s off-balance-ashi@struments is based on quoted
market prices and fees currently charged to entersimilar agreements, taking into account theaiemg terms of the agreements and the
credit standing of the related counterparty. Commaiits to extend credit and standby letters of teedigenerally not marketable. Furtherm
interest rates on any amounts drawn under such domemts would generally be established at markesrat the time of the draw. Fair value
would principally derive from the present valudfeds received for those products.

Interest Rate SwapsThe carrying amount and fair value of existing dative financial instruments are based upon indéeenvaluation
models, which use widely accepted valuation tealesgincluding discounted cash flow analysis oretipected cash flows of each derivative
contract. This analysis reflects the contractuahgeof the derivatives, including the period to uniy, and uses observable market-based
inputs, including interest rate curves and impliethtilities. The Corporation incorporates credituation adjustments to appropriately reflect
both its own nonperformance risk and the respeciaterparty’s nonperformance risk in the fairneaineasurements. In adjusting the fair
value of its derivative contracts for the effechohperformance risk, the Corporation has consil#fre 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 poiithie, based on relevant market information aforimation about the financial
instrument. These estimates do not reflect any jumanor 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. Thesinegés are subjective in nature and involve ungits 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 liabilitizssatie not considered financial instruments. Intaaid the tax ramifications related to the
realization of the unrealized gains and lossesheae a significant effect on fair value estimated aere not considered in the estimates.
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Note 21 — Condensed Parent Only Financial Informatin

The following represents the condensed financiarmation of FBFS - Only:

Assets
Cash and cash equivalents
Investments in subsidiaries, at equity
Leasehold improvements and equipment, net
Other assets

Total assets
Liabilities and Stockholders’ Equity
Borrowed funds
Other liabilities

Total liabilities
Stockholders’ equity

Total liabilities and stockholders’ equity

Condensed Balance Sheets

As of December 31,

2014 2013
(In Thousands)

$ 1,17¢ % 4,85¢
170,92: 127,45(
1,38¢ 78¢
2,69¢ 1,921
$ 176,18' $ 135,01!
$ 34,25. $ 22,25:
4,18¢ 3,48¢
38,43; 25,74(
137,74t 109,27!
$ 176,18" $ 135,01!

Condensed Statements of Income

For the Year Ended December 31,

2014 2013 2012
(In Thousands)
Interest income $ — $ — $ —
Interest expense 2,071 1,952 3,82¢
Net interest expense (2,079 (1,957) (3,825
Non-interest income
Consulting and rental income from consolidated glitases 10,77¢ 9,73¢ 8,90/
Other 34 34 34
Total non-interest income 10,81( 9,772 8,93¢
Non-interest expense 13,44 10,55¢ 9,61¢
Loss before income tax benefit and equity in umitisted net income of consolidated
subsidiaries (4,709 (2,739 (4,502)
Income tax benefit (1,659 (1,050 (1,722
Loss before equity in undistributed net income afsolidated subsidiaries (3,046 (1,689 (2,780
Equity in undistributed net income of consolidasetbsidiaries 17,18¢ 15,43« 11,70¢
Net income $ 14,13¢ $ 13,74¢  $ 8,92¢
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Condensed Statements of Cash Flows

For the Year Ended December 31,

Operating activities

Net income $

Adjustments to reconcile net income to net caskl irs@perating activities:
Equity in undistributed earnings of consolidatetsidiaries

Share-based compensation

Excess tax benefit from share-based compensation

Increase (decrease) in other liabilities

Other, net

Net cash used in operating activities

Investing activities
Dividends received from subsidiaries
Capital contributions to subsidiaries

Net cash (used in) provided by investing activities

Financing activities

Net decrease in short-term borrowed funds

Proceeds from issuance of long-term debt, netsofaisce costs
Repayment of long-term debt

Proceeds from issuance of common stock

Proceeds from exercise of stock options

Purchase of treasury stock

Excess tax benefit from share-based compensation
Dividends paid

Net cash provided by (used in) financing activities

(Decrease) increase in cash and cash equivalents
Cash and cash equivalents at the beginning ofehied

Cash and cash equivalents at the end of the period $

2014 2013 2012
(In Thousands)

14,13¢ % 13,74¢  $ 8,92¢
(17,189 (15,439 (11,706
41¢€ 311 254
(305) (145) 47
1,00z 867 (1,13))
(842) (34) (297)
(2,775 (68¢9) (4,007)
8,00( 8,00( 6,00(
(32,98() (850 —
(24,98() 7,15(C 6,00(
1,00( — (800)
14,46¢ —_ 6,21¢
(4,000 — (33,289
16,56( — 27,074
93¢ 1,474 22
(1,799 (1,782 (21€)
30E 14¢& 47
(3,396) (2,475 (73¢)
24,07¢ (2,63¢) (1,68%)
(3,676 3,828 314
4,85¢ 1,032 71¢
1,17¢  $ 4,858 $ 1,03z
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Note 22 — Condensed Quarterly Earnings (unaudited)

2014 2013

First Second Third Fourth First Second Third Fourth
Quarter Quarter Quarter Quarter Quarter Quarter Quarter Quarter

(Dollars in Thousands, Except per share data)

Interest income $ 13,40 $ 1356t ¢ 13,87 $ 16,86¢ $ 13,31¢ $ 13,14: $ 13,58¢ $ 13,76
Interest expense (2,607 (2,76¢€) (2,936 (3,26¢) (3,090 (2,949 (2,889 (2,779
Net interest income 10,80: 10,79¢ 10,93¢ 13,59¢ 10,22¢ 10,19: 10,69¢ 10,98
Provision for loan losses (180 91 89 (1,236 (80) (54) (109 1,20z
Non-interest income 2,321 2,35¢ 2,45¢ 2,96t 1,95¢ 2,17¢ 2,12¢ 2,191
Non-interest expense (7,852 (7,749 (8,047 (10,12°) (7,179 (7,490 (7,147%) (8,55¢)
Income before income tax expense 5,09( 5,49¢ 5,43¢ 5,19 4,92¢ 4,82: 5,56 5,821
Income taxes (1,759 (1,999 (1,887 (1,459 (1,680 (1,690 (1,959 (2,067
Net income $ 3337 $ 350t $ 355 $ 3,74« $ 324/ $ 3,13t $ 360¢ $ 3,76(

Per common share data:

Basic earnings per commonshare $ 08t $ 08 $ 09C $ 08 $ 08 $ 08 $ 092 $ 0.9t
Diluted earnings per common share 0.8¢ 0.8¢ 0.8¢ 0.8¢ 0.8: 0.8C 0.91 0.9t

Dividends declared per share 0.21 0.21 0.21 0.21 0.14 0.14 0.1¢ 0.1¢
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Report of Independent Registered Public Accountingrirm

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

We have audited the accompanying consolidated balaheets of First Business Financial Services,dnd subsidiaries (the Company) a
December 31, 2014 and 2013, and the related cdasetl statements of income, comprehensive incohamges in stockholdersquity, an
cash flows for each of the years in the thyear period ended December 31, 2014. These coasatidinancial statements are the responsi
of the Company’s management. Our responsibilitp isxpress an opinion on these consolidated fimhstatements based on our audits.

We conducted our audits in accordance with thedstaits of the Public Company Accounting OversighamBioUnited States). Those stand.
require that we plan and perform the audit to ebta@asonable assurance about whether the finaptaggments are free of mate
misstatement. An audit includes examining, on aldasis, evidence supporting the amounts and disas in the financial statements. An a
also includes assessing the accounting princied and significant estimates made by managenentelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetaemeferred to above present fairly, in all matferespects, the financial position of F
Business Financial Services, Inc. and subsidiasesf December 31, 2014 and 2013, and the reduit®io operations and their cash flows
each of the years in the three-year period endesgi@ber 31, 2014, in conformity with U.S. generaltgepted accounting principles.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Blofdnited States), First Busini
Financial Services, Inc.’s internal control overdicial reporting as of December 31, 2014, basecriteria established imternal Control -
Integrated Framework (199Zissued by the Committee of Sponsoring Organizatahthe Treadway Commission (COSO), and our re
dated March 6, 2015 expressed an unqualified opiaiothe effectiveness of the Company’s internatmd over financial reporting.

/sl KPMG LLP

Chicago, lllinois
March 6, 2015
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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 participatbthe Corporation’s Chief Executive Officer a@tlief Financial Officer, has
evaluated the Corporation’s disclosure controls gnodedures (as defined in Rules 13a-15(e) andlB%e]} under the Securities Exchange Act
of 1934, as amended). Based upon that evaluatierCorporation’s Chief Executive Officer and CHiéfiancial Officer have concluded that
the Corporation’s disclosure controls and proceslurere effective as of December 31, 2014 .

Changes in Internal Control over Financial Reportirg

There was no change in the Corporation’s interoatrol over financial reporting (as such term ifired in Rules 13a-15(f) and 15d-
15(f) under the Securities and Exchange Act of 1834amended) that occurred during the quarterceBeéeember 31, 2014 that has materially
affected, or is reasonably likely to materiallyeaff, the Corporation’s internal control over fineheceporting.

Management’'s Annual Report on Internal Control overFinancial 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)18(der the Securities Exchange Act of 1934, asratad. The Corporation’s internal
control over financial reporting is a process desdjto provide reasonable assurance regardin@liability of financial reporting and the
preparation of the Corporation’s financial statetadar external purposes in accordance with gelyesatepted accounting principles.

Management, under the supervision of the Chief &txee 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 (1992)ssued by the Committee of Sponsoring Organimatiche Treadway Commission (COSO).
The scope of the assessment excluded Alterra, wiéshacquired on November 1, 2014. Consolidategimass for the Corporation for the
yearended December 31, 2014 were $56.2 million , attviAlterra represented $2.5 million , or 4.5% eTdonsolidated total assets of the
Corporation as of December 31, 2014 were $1.62i&ti] of which Alterra represented $258.8 millipar 15.9% . Based on this assessment,
management has determined that the Corporatiot@mial control over financial reporting was effgetas of December 31, 2014 .

KPMG LLP, the independent registered public acciogntirm that audited the Consolidated Financiat&ments of the Corporation
included in this Annual Report on Form 10-K, hasuisd an attestation report on the effectivenetiseo€orporation’s internal control over
financial reporting as of December 31, 2014 . Tdport, which expresses an unqualified opinion enetiectiveness of the Corporation’s
internal control over financial reporting as of Batber 31, 2014 , is included under the heading ¢iRegf Independent Registered Public
Accounting Firm.”
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Report of Independent Registered Public Accountindrirm

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

We have audited First Business Financial Servites)s (the Company) internal control over financialagimg as of December 31, 20
based on criteria establishedliternal Control - Integrated Framework (199Bpsued by the Committee of Sponsoring Organizatainthe
Treadway Commission (COSO). The Companyianagement is responsible for maintaining effedtiternal control over financial report
and for its assessment of the effectiveness ofriatecontrol over financial reporting, included timee accompanying ManagementfAnnua
Report on Internal Control over Financial Reporti®gr responsibility is to express an opinion om @ompanys internal control over financ
reporting based on our audit.

We conducted our audit in accordance with the statsdof the Public Company Accounting Oversight ifq@nited States). Those stand:
require that we plan and perform the audit to obtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal coraxar financial reporting, assessing the
that a material weakness exists, and testing aalli@ing the design and operating effectivenesatefnal control based on the assessed
Our audit also included performing such other pdoces as we considered necessary in the circunestaée believe that our audit provide
reasonable basis for our opinion.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranaeliregthe reliability of financie
reporting and the preparation of financial statetmdor external purposes in accordance with gelyemicepted accounting principles
companys internal control over financial reporting inclediose policies and procedures that (1) pertathéanaintenance of records tha
reasonable detail, accurately and fairly refleet tlransactions and dispositions of the assetseotdmpany; (2) provide reasonable assui
that transactions are recorded as necessary toitpgraparation of financial statements in accorédamdth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withoaizations of management
directors of the company; and (3) provide reasanalsurance regarding prevention or timely deteatfounauthorized acquisition, use
disposition of the company’s assets that could lzaneterial effect on the financial statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or @etaisstatements. Also, projections of
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, o
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, First Business Financial Servides, maintained, in all material respects, effegtinternal control over financial reporting a:
December 31, 2014, based on criteria establishédténnal Control - Integrated Framework (199Bsued by the Committee of Sponso
Organizations of the Treadway Commission (COSO).

The Company acquired Alterra Bank, on NovemberOll42 and management excluded Alterra Barikternal control over financial report
from its assessment of the effectiveness of the gamyis internal control over financial reporting as oéd@mber 31, 2014. Consolids
revenues for the Company for the year ended DeceB81he2014, were $56.2 million, of which Alterrgpresented $2.5 million, or 4.5%. 1
consolidated total assets of the Company as of beee 31, 2014 were $1.629 billion, of which Alterepresented $258.8 million, or 15.¢
Our audit of internal control over financial repog of the Company also excluded an evaluatiorhefibternal control over financial report
of Alterra Bank.

We also have audited, in accordance with the stdsdaf the Public Company Accounting Oversight Bo@nited States), the consolids
balance sheets of First Business Financial Servioes and subsidiaries as of December 31, 20142418, and the related consolide
statements of income, comprehensive income, changs®ckholders’ equity, and cash flows for eaéhthe years in the thregear perio
ended December 31, 2014, and our report dated Mar2015 expressed an unqualified opinion on tlvossolidated financial statements.

/sl KPMG LLP

Chicago, lllinois
March 6, 2015
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Item 9B. Other Information

None.

PART III.

Item 10. Directors, Executive Officers and Corpora¢ Governance

(a) Directors of the Registrar. The information included in the definitive Pro®yatement for the Annual Meeting of the Sharehalde!
to be held on May 18, 2015 under the captions “lfenElection of Directors,” “Corporate Governarienciples and Practices”
and “Section 16(a) Beneficial Ownership Reportimgpliance” is incorporated herein by reference.

(b) Executive Officers of the Registri. The information presented in Item 1 of this doeutris incorporated herein by referei

(c) Code of Ethics The Corporation has adopted a code of ethicsagtypé to all employees, including the principateutive officer,
principal financial officer and principal accourginfficer of the Corporation. The FBFS Code of E$his posted on the
Corporation’s website at www.firstbusiness.com. Thgporation intends to satisfy the disclosure megpents under Item 5.05(c)
of Form 8-K regarding any amendment to or waivethefcode with respect to its Chief Executive Gffiand Chief Financial
Officer, principal accounting officer, and persgesforming similar functions, by posting such infation to the Corporation’s
website.

Item 11. Executive Compensation

Information with respect to compensation for ouediors and officers included in the definitive Bré&tatement for the Annual
Meeting of the Shareholders to be held on May D852under the captions “Executive Compensationiigary Compensation Table,”
“Long Term Incentive Plans,” “Outstanding Equity Awds at December 31, 2014 ,” “Disclosure Regardiegmination and Change in Control
Provisions” and “Director Compensation” is incorged herein by reference.

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 includeddrdefinitive Proxy Stateme
for the Annual Meeting of the Shareholders to bd lba May 18, 2015 under the caption “Principal iehalders” is incorporated herein by
reference.

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

Information with respect to certain relationships &elated transactions included in the definifvexy Statement for the Annual
Meeting of the Shareholders to be held on May 0852inder the captions “Related Party Transactiansg’“Corporate Governance Principles
and Practices” is incorporated herein by reference.

Item 14. Principal Accountant Fees and Services

Information with respect to principal accountingseand services included in the definitive Proxat&hent for the Annual Meeting of
the Shareholders to be held on May 18, 2015 urecaption “Miscellaneous” is incorporated herginréference.
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PART IV.
Item 15. Exhibits and Financial Statement Schedules

The Consolidated Financial Statements listed onrttiex included under ftem 8. Financial Statements and Supplementary Data
are filed as a part of this Form 10-K. All financséatement schedules have been included in thedidated Financial Statements or are eithe
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, theredatyp authorized.

FIRST BUSINESS FINANCIAL SERVICES, INC.

/sl Corey A. Chambas
Corey A. Chambas Chief Executive Officer March 6, 2015

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bblptine following persons on behalf of 1
registrant and in the capacities and on the datéisated.

Signature Title Date

/sl Corey A. Chambas Chief Executive Officer March 6, 2015
Corey A. Chambas

/sl James F. Ropella Chief Financial Officer March 6, 2015
James F. Ropella

/s/ Jerome J. Smith Chairman of the Board of Directors March 6, 2015
Jerome J. Smith

/sl Mark D. Bugher Director March 6, 2015
Mark D. Bugher

/sl Jan A. Eddy Director March 6, 2015
Jan A. Eddy
/s/ John J. Harris Director March 6, 2015

John J. Harris

/s/ Gerald L. Kilcoyne Director March 6, 2015
Gerald L. Kilcoyne

/s/ John M. Silseth Director March 6, 2015
John M. Silseth

/s/ Barbara H. Stephens Director March 6, 2015
Barbara H. Stephens

/s/ Dean W. Voeks Director March 6, 2015
Dean W. Voeks
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Exhibit No.

21

2.2

3.1

3.2

4.1

4.2

4.3

4.4

4.5

10.1

10.2

10.3

10.4

10.5

10.6

Exhibit Name

Agreement and Plan of Merger by and amongnAStoup, Inc., AGI Acquisition Corp. and First Basss Financial
Services, Inc., dated as of May 22, 2014 (incorgardy reference to Exhibit 2.1 to the Current Repo Form 8-K
filed on May 23, 2014.

Voting Agreement by and among First Businésarieial Services, Inc. and the persons and estigad on
Schedule | attached thereto dated as of May 224 g@torporated by reference to Exhibit 2.2 to Gherent Report
on Form 8-K filed on May 23, 2014.

Amended and Restated Articles of IncorporatibRirst Business Financial Services, Inc., asraded (incorporated
by reference to Exhibit 3.1 to the Annual Reportr@mm 10-K filed on March 13, 2009)

Amended and Restated Bylaws of First Busii@sancial Services, Inc., as amended (incorporayecference to
Exhibit 3.1 to the Current Report on Form 8-K filed January 31, 2012)

Pursuant to Item 601(b)(4)(iii) of Regulati®+K, the Registrant agrees to furnish to the Séearand Exchange
Commission, upon request, any instrument definegrights of holders of long-term debt not beingistered that is
not filed as an exhibit to this Annual Report onRd.0-K. No such instrument authorizes securitiesxcess of 10%
of the total assets of the Registrant.

Rights Agreement, dated as of June 5, 20G8;dem the Registrant and Computershare Investeicest Inc.
(incorporated by reference to Exhibit 4.1 to thgyReation Statement on Form 8-A filed on June@)&)

Form of Common Stock Certificate (incorporabgdeference to Exhibit 4.3 to Amendment No. th Registration
Statement on Form S-1 filed on November 26, 2012)

Form of Fixed Rate Subordinated Note due Samte 1, 2014 (incorporated by reference to ExHitiitto the
Current Report on Form 8-K filed on August 26, 2014

Form of Subordinated Note Purchase Agreeniectrporated by reference to Exhibit 99.1 to ther€ut Report on
Form 8-K filed on August 26, 2014)

2001 Equity Incentive Plan (incorporated &igrence to Exhibit 10.1 to the Amended RegistraBtatement on
Form 10 filed on April 28, 2005)

Form of Incentive Stock Option Agreement ¢giporated by reference to Exhibit 10.2 to the AneehRegistration
Statement on Form 10 filed on April 28, 2005)

2006 Equity Incentive Plan (incorporated &fgrence to Appendix B to the Corporation’s Proigt&ment for the
2006 Annual Meeting of Shareholders filed on Masdh 2006)

Form of Restricted Stock Agreement (incorfeddy reference to Exhibit 4.4 to the Registratidatement on Form
S-8 filed on September 28, 2006)

2012 Equity Incentive Plan (incorporated &ference to Exhibit 10.1 to the Quarterly ReporfFonm 10-Q filed on
July 27, 2012)

Form of Restricted Stock Agreement (incorfetdy reference to Exhibit 4.5 to the Registrat@datement on Form
S-8 filed on August 13, 2012)
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10.7

10.8

10.9

10.10

10.11

21

23

31.1

31.2

32

99

101

Form of Executive Change-in-Control and Sawee Agreement (incorporated by reference to Exihil to the
Current Report on Form 8-K filed on February 100&0

Amended and Restated Agreement effective ieee22, 2014 between the Registrant and Coreyhantbas +

Annual Incentive Bonus Program, as amendséddVarch 6, 2015 (incorporated by reference tuoilkix10.1 to the
Current Report on Form 8-K filed on March 6, 2015)

Offer Letter between the Company and DaviBd&pritz accepted September 5, 2014 (incorpotatedference to
Exhibit 99.1 to the Current Report on Form 8-Kdilen September 9, 2014)

Employment Agreement, dated as of April 22, 2034abd among First Business Financial Services,dnd.Pamel
Berneking +

Subsidiaries of the Registrant (incorporateddgrence to Exhibit 21 to the Amended RegistraBtatement on
Form 10 filed on April 28, 2005)

Consent of KPMG LLP +

Certification of the Chief Executive Officer

Certification of the Senior Vice Presidend &hief Financial Officer +

Certification of the Chief Executive OfficercaBenior Vice President and Chief Financial Offiparsuant to 18
U.S.C. Section 1350 +

Proxy Statement for the Annual Meeting of ther@holders (to be filed with the Securities andhaxge
Commission under Regulation 14A within 120 daysraflecember 31, 2014; except to the extent speatific
incorporated by reference, the Proxy Statementh®Annual Meeting of the Shareholders shall naddemed to be
filed with the Securities and Exchange Commiss®pat of this Annual Report on Form 10-K)

The following financial information from FirBusiness Financial Services, Inc.’s Annual ReparForm 10-K for
the years ended December 31, 2014, formatted inLX@Ktensible Business Reporting Language): (i) €xidated
Balance Sheets as of December 31, 2014 and Dec&hp2013, (ii) Consolidated Statements of Incoorelie
years ended December 31, 2014, 2013 and 201X ¢isolidated Statements of Comprehensive Incomhéo
years ended December 31, 2014, 2013 and 201X dn}olidated Statements of Changes in Stockhol&epsity for
the years ended December 31, 2014, 2013 and 2012ophsolidated Statements of Cash Flows for tlaesyended
December 31, 2014, 2013 and 2012, and (vi) theNot€onsolidated Financial Statements +

Submitted electronically with this Annual Report
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AGREEMENT

THIS AMENDED AND RESTATED AGREEMENT is made and entered into as of this“2fay of December 2014,
and between First Business Bank, a Wisconsin catjor (the “Company”)and Corey Chambas, President and Chief Exec
Officer of the Company (the “Executive”Yhe parties agree that the agreement between thade mand entered into as
January 1, 2005 (the “Prior Agreement”) is supegdduly this Agreement and is no longer in effect.

WITNESSETH :

WHEREAS , it is desirable to amend and restate the Prioeément as set forth herein; and

WHEREAS , the Company shall provide the Executive and/srb@neficiaries with the death and retirement bensé
forth in this Agreement, subject to the terms andditions of this Agreement, and said benefits Ishal in addition to tF
Executive’s regular compensation, bonus and emplbgaefits; and

WHEREAS , the Board of Directors of the Company has apmabhe Company entering into this Agreement witk
Executive; and

WHEREAS , the Executive has discharged the duties as arsexecutive in a very capable and skillful manmesulting
in substantial benefits to the Company; and

WHEREAS , the Company desires the Executive to remaindgnsérvice and to continue to use his knowledge
experience on behalf of the Company, and is willmgontinue to offer the Executive an incentivedtoso in the form of dee
and retirement benefits; and

WHEREAS , the Executive is willing to continue his effods behalf of the Company in exchange for such aaritive
and

WHEREAS , should the possibility of a Change in Controkarithe Board believes it imperative that the Campanc
the Board should be able to rely upon the Executwantinue in his position, and that the Compsinguld be able to receive ¢
rely upon his advice, if it requests it, as to fiest interests of the Company and its shareholdighsut concern that he might
distracted by the personal uncertainties and askated by the possibility of a Change in Contaol]

WHEREAS , should the possibility of a Change in Controkayiin addition to the Executiwetegular duties, he may
called upon to assist in the assessment of sudgibd@Lhange in Control, advise management an®daed as to whether st
Change in Control would be in the best interesthefCompany and its shareholders, and to take athen actions as the Boi
might determine to be appropriate.

NOW, THEREFORE , to assure the Company that it will have the camd dedication of the Executive and
availability of his advice and counsel notwithstamgdthe possibility, threat, or occurrence of a @in Control, and to indu
the Executive to remain in the employ of the Conypamd for other good and valuable consideratiba,receipt and sufficien
of which are hereby acknowledged, the Company aadekecutive agree as follows.

ARTICLE 1. DEFINITIONS

1.1 Definitions . Whenever used in this Agreement, the followingnte shall have the meanings set forth below,
when the meaning is intended, the initial lettethaf word is capitalized:




(@) “Agreement” means this document.
(b) “ Beneficiary " means the persons or entities desigd by the Executive pursuant to Section 10.8iher

(c) “Board” means the Board of Directors of the Company or @ymittee formed by or appointed by
Board to administer this Agreement.

(d) “Cause”shall be determined by the Board, in the exercisgood faith and reasonable judgment, and
mean any of the following:

(D) The willful, intentional, and continued failure ke Executive to substantially perform
Executive’s duties to the best of the Execugvability after a written demand for performancee$ivered by the Board
the Executive that identifies the failure to penflosuch duties if such failure is not remedied withinety (90) calend
days after receipt of the written demand by thechiee.

(2) The occurrence of the Executigetonviction for committing an act of fraud, emHdenzent, theft, ¢
other act constituting a felony substantially rethto the circumstances of the Execusvauties; or material breach by
Executive of the banking laws of Wisconsin or theiteld States or any regulation issued by a stafedaral regulatol
authority having jurisdiction over the banking affaof the Company, or any of its subsidiary, paren affiliatec
organizations; or an act which disqualifies the ditewe from serving as an officer or director dbank under Wiscons
or Federal banking laws.

(e) “Change in Control”

(1) A “Change in Control'shall be deemed to have occurred as of the finsthit any one or more
the following conditions shall have been satisfieduding, but not limited to, signing of documenitg all parties ar
approval by all regulatory agencies, if required:

() Any person (as defined in Section 3(a)(9) of theustes Exchange Act of 1934 (i
“Exchange Act”)and used in Sections 13(d) and 14(d) thereof)uthob a group (as defined in Section 13
becomes the Beneficial Owner (as such term is défpursuant to rules promulgated under the Exch&wat)e
directly or indirectly, of securities of the Compampresenting at least fifty percent (50%) of teenbined votin
power of the Company’s then outstanding securities;

(i)  During any twelve (12) consecutive months, indialduwho, at the beginning of the twelve
(12-) month period constitute the Board, cease for aagae to constitute a majority of the Board; prod
however, a “Change in Contrafhall not occur pursuant to this provision, if avrdirector is approved by a v
of at least a majority of the directors servingtioa Board and these directors either were direetbtise beginnir
of the twelve- (12-) month period or whose electiomomination for election was so approved; or

(iii) The shareholders of the Company approve: (A) a planomplete liquidation of tt
Company; or (B) an agreement for the sale or diipnsof all or substantially all the Compasyassets; or (C)
merger, consolidation, or reorganization of the @any with or involving any other corporation, othlban :
merger, consolidation,




or reorganization that would result in the votireggrities of the Company outstanding immediatelprpheret
continuing to represent (either by remaining outdiiag or by being converted into voting securit@fsthe
surviving entity), at least fifty percent (50%)tble combined voting power of the voting securibéthe Compan
(or such surviving entity) outstanding immediatedfter or within one (1) year following such mer:
consolidation, or reorganization.

(2) However, notwithstanding the foregoing, in no evemill a Change in Control be deemed to
occurred, with respect to the Executive, if the &nive is part of a purchasing group which consutes#e Change-in-
Control transaction. The Executive shall be deefpad of a purchasing grougbr purposes of the preceding senten
the Executive is an equity participant in the pasihg company or group (except for passive ownershless than thre
(3%) percent of the stock of the purchasing compamgwnership of equity participation in the pursimg company (
group which is otherwise not significant, as defaegd prior to the Change in Control by a majorifytlee nonemploye
continuing members of the Board).

(3) For purposes of the definition of “Change in Colittmder this Section 1.1(e), “Compangiean
First Business Financial Services, Inc. or FirssiBass Bank.

(H “Code” means the Internal Revenue Code of 198én@nded from time to time.

(g0 “Company”means First Business Bank, a Wisconsin corpordtiauding any and all of its subsidiarie
or any successor thereto as provided in ARTICLE®im, except as otherwise provided in Sectione)(3). Forpurpose
of the Executives separation from service (as defined in Code &eetD9A and any regulations thereunder) with
Company, “Companyincludes First Business Financial Services, Ind. amy other entity related to the Company (wi
the meaning of Code Section 414(b), (c) or (m)).

(h) “Death Benefit” means the benefit payable to thadieiary pursuant to Section 3.1.

() “Early Retirement Benefit” means the retirementdférpayable to the Executive pursuant to Secti@n 2

() “Effective Date " means December 22, 2014.

(k)  “Executive” means Corey Chambas, who is presently the PresatehtChief Executive Officer of t
Company.

()  “Normal Retirement Age’'means the first day of the month following the nfoimt which the Executi
reaches age sixty-five (65).

(m) “Normal Retirement Benefittheans the retirement benefit payable to the Exesptirsuant to Section 2

(n) “Parachute Payment” means a “ parachute paymentiefined in Section 280G of the Internal Rev
Code of 1986, as amended, and any regulationsutheéee.

(o) “Retirement Date” means the effective date of #te@ment of the Executive pursuant to ARTICLE 2.




(p) “Salary” means, with respect to any calendar yeavhich the Executive’ separation from service with
Company occurs, the aggregate of the Executtibase salary for the year and the highest ofdl@afing: (i) the amour
of his target bonus for the year, (ii) the averagéhe amounts of his actual bonuses, if any, liertivo (2) immediate
preceding years, or (iii) the average of the am®wifithis actual bonuses, if any, for the threeirf@nediately precedir
years). The Salary shall be calculated based odateof actual separation from service, evendfElecutive is deem
to remain employed after such separation under SRIEI4.

(q) “Specified Employeeineans a key employee (as defined in Code Secti6fi)4tithout regard to paragra
(5) thereof) as determined by the Company based tipotwelve (12ynonth period ending on each December 31st
12-month period is referred to below as the “ide@tion period”).If the Executive is determined to be a key empl¢
the Executive shall be treated as a Specified Eyepldor purposes of this Agreement during tharidiith period thi
begins on the April 1 following the close of theidification period. For purposes of determiningetiter the Executive
a key employee, “compensation” means the ExecwtiVé2 compensation as reported by the Company for ticpkn
calendar year.

() “Total Disability” means that the Executive:

(1) is unable to engage in any substantial gainfulviigtby reason of any medically determine
physical or mental impairment which can be expetta@sult in death or can be expected to lash foontinuous period
not less than twelve (12) months, or

(2) s, by reason of any medically determinable physicanental impairment which can be expecte
result in death or can be expected to last forrdimaous period of not less than twelve (12) montkseiving incom
replacement benefits for a period of not less thage (3) months under an accident and healthquaering employees
the Company.

ARTICLE 2. RETIREMENT BENEFIT

2.1 Normal Retirement Benefit. Upon the Executive’ separation from service with the Company at tardfiorma
Retirement Age (“Normal Retirementthe Company shall become obligated to pay to trectiwe a retirement benefit equa
sixty percent (60%) of the ExecutigeSalary, payable yearly for ten (10) years, begmon the fifteenth (15th ) day following 1
Retirement Date and on the next nine (9) annivissaf the first payment. In the event of the Exieelis death before the to
amount due under this Section has been paid, tmep&@ay shall pay to the Beneficiary, or, if nones txecutive$ estate, tt
remaining annual payments on the schedule esteblishthe Executive’s Normal Retirement.

2.2 Early Retirement Benefit .

(@) The Executive may retire at any time after the Htige has been employed by the Company for twen
three (23) consecutive years (“Early RetiremenThe Executives date of initial employment with the Compan
December 1, 1993, and, therefore, if there is terinption in consecutive years of employment,Elecutive may reti
at any time after December 1, 2016. Upon the Exezwst separation from service with the Company due ddy
Retirement, the Company shall become obligatedayotp the Executive a retirement benefit equabity percent (60%
of the Executives Salary, multiplied by a vesting percentage dbedrbelow, payable for ten (10) years, beginninghe
fifteenth (15") day following the Retirement Date and on the meéwe (9) anniversaries of the first payment. la éver
of the Executives death before the total amount due under thisid®etias been paid, the Company shall pay t
Beneficiary, or, if none,




the Executive’s estate, the remaining annual paysrmamthe schedule established at the Executivar’ly Retirement.

(b)  When the Executive has completed twethizee (23) years of consecutive employment withGbenpany
the vesting percentage shall be twenty-three Hiotyths (23/34), or sixtgeven and 65/100 percent (.6765).
numerator twentythree (23) used to determine the vesting percergiagiincrease by one (1) for each subsequentof
consecutive service with the Company above twdmtyet (23) through thirtyeur (34). Therefore, for example, if
Executive’s separation from service occurs aftegnttyseven (27) years of consecutive service the vestérgentac
shall be twenty-seven thirty-fourths (27/34), owvesgtynine and 41/100 percent (.7941). For another exaniplthe
Executive’s separation from service occurs aftetytiour (34) years of service, the vesting petege shall be thirtyeur
thirty-fourths (34/34) or one hundred percent (100%),taacExecutive shall be entitled to the Normal Retient Benefi
rather than an Early Retirement Benefit.

2.3 Withholding of Taxes . The Company shall withhold from any amounts péyainder this ARTICLE all feder:
state, city, local, or other taxes as may be requir

2.4 Notice of Retirement. The Executive shall give the Company at least(@hgears notice of his intent to retire,
writing. Notwithstanding any provision in this Agmaent to the contrary, neither the Executive nothe event of his death,
Beneficiary or, if none, the Executiweestate shall be entitled to any benefit under ARTICLE 2 until the Company has b
given the notice required by this Section 2.4, el Executive has worked, or offered to work, foe hotice period of one {
year; provided, however, no notice of intent tareeis required if the Executive chooses to retinel/or becomes eligible for
Early or Normal Retirement Benefit as a resulthaf dccurrence of an event described in SectioM®r 5.2.

2.5 Consulting . In the event of the Executiveseparation from service with the Company for eegson other thi
death, Total Disability or Cause, effective as o &eparation from service, the Company shall emghg Executive, and t
Executive shall serve the Company, as a consuttarhe terms and subject to the conditions seh fiorthis Section 2.5. Duril
the Term (as defined below), the Consultant shaalbte his best efforts, attention, skills and el@sigas necessary, to provide
Company with the Consulting Services (as definddvioe

(@) Term. The period during which the Executive will progithe Consulting Services to the Company
commence on the date of his separation from seardeshall continue through the later of (1) ddtthe last payment
his Early or Normal Retirement Benefit, as appliealbr (2) the second (2nd) anniversary of his ssmm from servic
(the “Term”).

(b)  Services. The Executive shall provide the following sergdghe “Consulting Services’gs reasonab
requested from time to time by the Chair of the iBoar the President of the Company upon not leas feven (7) da
written notice:

Q) responding to questions concerning the Companyuding, but not limited to, its busine
financial condition, customers and prospects; and

(2) such other services as may be mutually agreed bpdhe Executive and the Chair of the Boar
the President of the Company from time to time. ERecutive shall not be required to devote (i) ntbtign ten (10) hou
during any calendar quarter or (i) any minimum fa@mof hours to perform Consulting Services. Fotagixteen (1€
weeks each year, the




Executive, in his discretion, may be unavailablgtovide Consulting Services. The Executive maygoar Consulting
Services by telephone or any other means of el@ctemmmunication. During the Term, the Executivaynpursue oth
civic, private and business interests, provided g pursuit of such interests does not violatg @rhis covenants in tr
Agreement.

(c) Compensation For and in consideration of his being availabl@tovide Consulting Services hereunder
Company shall pay the Executive cash in the amofifive thousand and no/100 dollars ($5,000.00Yf@ndate of ear
payment of his Normal or Early Retirement Benedis, applicable, or, if he is not eligible for his i@l or Earh
Retirement Benefit, on each anniversary of his s from service through the end of the Terme Bxecutive shall t
entitled to receive such payments whether or na$ nequested to provide Consulting Services.

(d) Relationship. In providing any Consulting Services, the Exegitshall be acting as an indepen:
contractor and not as an employee, agent or rapadsa of the Company. During the Term, the Exieushall disclos
that he is an independent contractor of the Compadyshall not represent to any third party thashe employee, age
or representative of the Company. As an independamnttactor, the Executive shall have no authogipress or implie
to commit or obligate the Company in any manner tadever, and nothing contained herein shall be tooed o
interpreted to create an employment, agency, paftige or joint venture relationship between the diiwe and th
Company.

(e) Benefit Plans Except as otherwise provided in this Agreemeuatind) the Term the Executive shall not
covered under, eligible to participate in, or othise entitled to receive any benefits under, anysjmn, welfare or fring
benefit plan, if any, offered or provided by thengfmany to any employee or former employee of the @omg.

( Taxes. The Executive shall be liable for the paymenalbfaxes on any compensation paid to the Exec
under this Section 2.5, and the Company shall ntdtheld or pay any federal, state or local incorsegial security
unemployment or workers compensation taxes on soictpensation.

ARTICLE 3. DEATH BENEFIT

3.1 Death Bené€fit. In the event of the Executivsetieath while in the employ of the Company, the gamy shall pay |
the Beneficiary, or, if none, the Executiseestate, the sum of one million five hundred thodsand 00/100 dolle
($1,500,000.00). Such sum shall be paid over agaf ten (10) years beginning with the fifteerith {') day of the first calend
month following the date of the Executive’s deatld an the next following nine (9) anniversarieshs first payment.

3.2  Alternative Death Benefit . If the Early or Normal Retirement Benefit whidhet Executive would have be
entitled to (if he had retired) on the day immeeljapreceding the date of the Execut&/death exceeds the Death Benefit pay
under Section 3.1, the Beneficiary shall be emtitle an amount equal to such Early or Normal Reténet Benefit paid as
replacement for the Death Benefit. Such sum sleapidid over a period of ten (10) years beginnirtty Wie fifteenth (1%') day o
the first calendar month following the date of teecutives death and on the next following nine (9) anniades of the firs
payment.

3.3 Life Insurance . If the Company purchases any life insurance pait the Executive life and the Company is 1
beneficiary of such life insurance policy, the DeBenefit payable under Section




3.1 will not be payable if the circumstances of Executives death because of suicide within the applicabitestable period a
such that the Company is not entitled to the pdbiegefit.

3.4 Withholding of Taxes . The Company shall withhold from any amounts péyainder this ARTICLE all feder:
state, city, local, or other taxes as may be requir

ARTICLE 4. DISABILITY

4.1 Treatment of Disability . In the event of the Executive’separation from service with the Company priohit
Normal Retirement Age due to Total Disability, tBeecutive shall be considered, notwithstanding segraration from service,
continue to be employed by the Company for purpo$éss eligibility for benefits under this ARTICLE

4.2 Retirement Benefit.

(a) If the Executive’s separation from service due &tal Disability occurs prior to age fiftfive (55), then, €
of his separation from service, the Executive steadkive the Early Retirement Benefit under Sec@idnhas though he h
been employed by the Company for consecutive yhawagh age fifty-five (55).

(b) If the Executive’s separation from service due tal Disability occurs after he reaches age fify (55)
but prior to his Normal Retirement Age, then, ashief separation from service, the Executive shedeive the Ear
Retirement Benefit described in Section 2.2.

(c) If the Executives separation from service due to Total Disabilitgwrs after he reaches Normal Retirer
Age, the Executive shall receive the Normal ReteetBenefit described in Section 2.1.

4.3 Inflation Protection . If the Executive receives an Early or Normal Retient Benefit pursuant to Section 4.2,
amount of the Executive’'Salary (for purposes of calculating the EarlfNormal Retirement Benefit) shall be increased aliy
by an amount equal to the average annual perforeniaiccease approved for Company personnel Compéaig-between the de
of the Executive’s separation from service due atalfDisability and the date of the first paymdsdr example, if the Executive’
employment terminates due to Total Disability onc@maber 31, 2005, and if the ExecutweSalary for 2005 is two hundi
thousand and no/100 dollars ($200,000) and if thecHtive receives the first payment on December2030, and the averg
Companywide annual performance increases were four pei@éh) in 2006, zero percent (0%) in 2007, threeceet (3%) il
2008, three percent (3%) in 2009, and two perc2it) (in 2010, the amount of the Executiv8alary shall be deemed to be
hundred twenty-five thousand eighty and 54/100aisl($225,080.54).

4.4 Death Benefits. In the event of the Executivetdeath while Totally Disabled prior to commencetdpayment ¢
Early or Normal Retirement Benefits under ARTICLEbR2Section 4.2, the Beneficiary, or, if none, feecutives estate, shi
receive the Death Benefit described in ARTICLE 3.

ARTICLE 5. TERMINATION OF EMPLOYMENT BY THE COMPANY

5.1 Termination for Cause . In the event of the Executie'separation from service with the Company dueh¢
termination by the Company of his employment foustg all obligations to pay benefits under thise&gnent shall immediate
become null and void.




5.2 Termination for Other Than Cause . In the event of the Executiweseparation from service with the Comg
due to the termination by the Company of his emmlent for any reason other than Cause prior to an@han Control or mol
than two (2) years after a Change in Control, tben@any shall pay the Executive as wages the greagr amount equal to t
(2) times the Executive’Salary or the amount to which the Executive wdadcentitled under ARTICLE 2 of this Agreement
the Executive given notice of retirement one (lprybefore the date on which the Company terminaited Executives
employment.

(g) Severance Benefitdf the greater amount is two (2) times the Exeelg Salary, then upon the Executise’
separation from service with the Company, the Comshall becomebligated to pay to the Executive such amou
equal yearly installments for ten (10) years, beigig on the fifteenth (15th ) day following the éaif the Executives
separation from service and on the next nine (9jvansaries of the first payment. In the eventhe Executives deat
before the total amount due under this Sectionbess paid, the Company shall pay to the Beneficiaryif none, th
Executive’s estate, the remaining annual paymentthe schedule established on the date of the Exetsiseparatic
from service.

(h) Retirement Benefit If the greater amount is defined in ARTICLE 2tbis Agreement, then payment s
be made according to the terms stated in ARTICL&@ the Executive shall serve as the consultatitedCompany i
accordance with Section 2.5. In the event of theckkves death before the total amount due under thisdest2(b) ha
been paid, the Company shall pay to the Beneficiaryif none, the Executive’estate, the remaining annual paymen
the schedule established at the Executive’'s emptoyitermination date.

ARTICLE 6. CHANGE IN CONTROL BENEFIT

6.1 Change in Control Benefit.

() Involuntary Termination of Employmentin the event of a Change in Control followed hg Executives
separation from service with the Company due tmaoluntary termination of his employment withouae within tw
(2) years of the Change in Control, the Executhalde entitled to a cash payment of an amounaleguthe fair value «
the Executives unvested stock options issued by the Company 6&irbt Business Financial Services, Inc. calculats o
the date of the Executive'termination from employment, plus such additioaalount as will, when added to
Parachute Payment to the Executive contingent upenChange in Control, equal two and 99/100 (21@8gs thi
Executive’'s Salary. Payment shall be made on fieefith (15") day immediately following the date of the Exevait
separation from service.

() Involuntary Reassignment or Salary Reductitmthe event of a Change in Control followed by:

(1) an involuntary assignment of the Executive to atjmwsof lesser responsibility than that whick
held at the time of the Change in Control or

(2) an involuntary reduction of more than ten percé&fgf) in the amount of the ExecutigeSalary ¢
in effect immediately prior to the Change in Cohtro

within two (2) years of the Change in Control, theecutive shall be entitled, if he incurs a sepanatrom service wit
the Company due to his voluntary termination of Enyment within three (3) months after the involugtassignment «
salary reduction and two (2) years after the Chamge




Control, to a cash payment of an amount equal édfdir value of the Executive’'unvested stock options issued by
Company or by First Business Financial Services, ¢alculated as of the date of the ExecusisEparation from servic
plus such additional amount as will, when addeany Parachute Payment to the Executive contingeon the Change
Control, equal two and 99/100 (2.99) times the Exge’s Salary. Payment shall be made in a lump sum efifteentf
(15th) day immediately following the date of thecExtive’s separation from service.

(k)  Involuntary Relocation In the event of a Change in Control followed lyiavoluntary assignment of t
Executive to a position not located within Milwaekegzaukee, Waukesha, or Dane counties within Byydars of th
Change in Control, the Executive shall be entitiédie incurs a separation from service with tharany due to h
voluntary termination of employment within threg (Bonths after the involuntary assignment and t@)oyéars after tt
Change in Control, to a cash payment of an amaguelgo the fair value of the Executigalinvested stock options iss
by the Company or by First Business Financial $esiInc. calculated as of the date of the Exeeigtiseparation fro
service, plus such additional amount as will, wheded to any Parachute Payment to the Executiviingent upon th
Change in Control, equal two and 99/100 (2.99) sithe Executives Salary. Payment shall be made in a lump sume
fifteenth (15th) day immediately following the datkthe Executive’s separation from service.

()  Voluntary Termination In the event of a Change in Control followed hg Executives separation fro
service with the Company due to his voluntary teation of employment within three (3) months of fkange i
Control, the Executive shall be entitled to a pagtad an amount equal to two (2) times his SalRgyment shall be ma
in a lump sum on the fifteenth (15th) day immediatellowing the date of the Executive’s separatfoom service.

(m) Death. In the event of the Executiveedeath before the total amount due under thisde6btl has be¢
paid, the Company shall pay to the Beneficiary,ifonpne, the Executive’ estate, the remaining payments in accorc
with the applicable schedule established underSaigion 6.1.

(n) Maximum Benefit. Notwithstanding any provision in this Agreememthte contrary, the benefit under -
ARTICLE 6 will not exceed two and 99/100 (2.99) éisithe Executive’s “base amounds(defined in Code Section 2€
and the underlying regulations), no matter whatvddee of the Executive’unvested stock options issued by the Conr
or by First Business Financial Services, Inc.

(o) Retirement Benefit Notwithstanding any provision in this ARTICLE & the contrary, if within the two (
years after a Change in Control the Executive liemtise eligible for a payment under this ARTICLEoB an Early ¢
Normal Retirement Benefit under ARTICLE 2, thenrhay elect to retire and to receive the Early orralrRetiremer
Benefit, as applicable, in lieu of any benefit galgaupon his separation from service with the Camypue to a volunta
or involuntary termination of employment pursuamtthis ARTICLE 6. Payment shall be made in a lummson th:
fifteenth (15th) day immediately following the datkethe Executive’s separation from service.

6.2 Withholding of Taxes . The Company shall withhold from any amounts péyainder this ARTICLE all feder:
state, city, local, or other taxes as may be requir

ARTICLE 7. COVENANTS NOT TO COMPETE




7.1 Covenant Not to Compete. During the Executive’s employment and for two (®ars after the Executive’
separation from service with the Company, the Etteewshall not compete with the Company by prowdion behalf of himse
another bank or any financial services entity, senyvices of the Company that the Executive perfdiraapervised or managec
an officer or executive of the Company during thelve (12) month period immediately prior to hipaetion from service with
any county in which the Company maintained a bandtioer financial services office as of the datdisfseparation from servi
This covenant shall be independent of the covenar@gctions 7.2 and 7.3.

7.2 Solicitation . During the Executive’'s employment and for two y2ars after the Executiveseparation from servi
with the Company, the Executive shall not soliciy @mployee or former employee of First Businesmafcial Services, Inc.
any of its subsidiaries to compete with the Comphpyproviding, on behalf of the employee, anothankbor any financi
services entity, any services similar to thoseisesvthat the employee performed, supervised oragethas an employee of
Company during the twelve (12) month period immeaprior to the employes’separation from service with the Comg
within any county in which First Business Financgarvices, Inc. or any of its subsidiaries, whidreemployed the employ:
maintained a bank or financial services office fathe date of the employeeseparation from service. Nothing in this paralgria
meant to prohibit an employee or former employeEicdt Business Financial Services, Inc. or anio$ubsidiaries who is no
party to this Agreement from becoming employed hgther organization or person. This covenant ghalindependent of t
covenants in Sections 7.1 and 7.3.

7.3 Covenant Not to Compete During Consulting Period. During the Term when the Executive is perforn
Consulting Services, as provided in Section 2.8, Eixecutive shall not compete with the Company tmyviding, on behalf ¢
himself or another person or organization, servgigslar to those services of the Company whicthée provided or is providil
to the Company within any county in which the Compés providing or attempting to provide servicésat which the Executi
has provided or is providing consulting servicdsisicovenant not to compete is independent of divergants in Sections 7.1 ¢
7.2.

7.4 Trade Secrets Laws Not Limited. Nothing in this Agreement shall limit the timerjogel or the Executives duties
responsibilities or obligations under Wisconsini, other applicable statw’ trade secrets laws, including but not limite
Sections 134.90 et seq. of the Wisconsin Statutes.

ARTICLE 8. TERM OF AGREEMENT

8.1 Term of Agreement. This Agreement will continue from the Effectiveate until the earliest of the Executige’
death, his separation from service for reasong tfia@ Normal or Early Retirement or mutual agreeinoé the parties.

8.2 Survival of Obligation .

(@) Executive Any applicable obligations of the Executive und&®WCLE 7 shall survive the expiration of t
Agreement.

(b) Company. The expiration of this Agreement shall in no walieve the Company of its obligations ur
this Agreement, until all obligations of the Compahereunder have been fulfilled, and until all Héserequire
hereunder have been paid to the Executive.

ARTICLE 9. SUCCESSORS
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9.1 Successors. The Company will require any successor (whethigect or indirect, by purchase, merc
consolidation, or otherwise) of all or substangialll of the business and/or assets of the Compmpypressly assume and agre
perform the Compang’ obligations under this Agreement in the same maand to the same extent that the Company wot
required to perform them if no such successionthken place. Failure of the Company to obtain asdumption and agreem
prior to the effective date of any such successball be a breach of this Agreement and shall lentite Executive 1
compensation from the Company in the same amouhbarthe same terms as he would be entitled tb ARTICLE 6 applie
here.

9.2 Binding Effect . This Agreement shall inure to the benefit of &edenforceable by the Executisglersonal or leg
representatives, executors, administrators, suoredseirs, distributees, devises, and legatedabelExecutive should die wh
any amount would still be payable to him hereuriget he continued to live, all such amounts, unb#issrwise provided here
shall be paid in accordance with the terms of fgseement, to the ExecutiveBeneficiary. If the Executive has not nami
Beneficiary, then such amounts shall be paid tcEthecutives devisee, legatee, or other designee, or if tiseme such designe
to the Executive’s estate.

ARTICLE 10. MISCELLANEOUS

10.1 Employment Status. The Executive and the Company acknowledge tlxatp as provided in this or any ot
agreement between the Executive and the Compaaerttployment of the Executive by the Company iswféit, and, may b
terminated by either the Executive or the Compdrang time, subject to applicable law.

10.2 Beneficiaries. The Executive may designate one or more perspomtities as the primary and/or conting
Beneficiaries of any Death Benefits or Retiremeah&its owing to the Executive under this Agreem&nth designation must
signed by the Executive, and in a form acceptabtbe Board. The Executive may make or change daslynation at any time.

10.3 Entire Agreement . This Agreement contains the entire understandinthe Company and the Executive v
respect to the subject matter hereof.

10.4 Gender and Number. Except where otherwise indicated by the contaxy, masculine term used herein also :
include the feminine; the plural shall include #vegular, and the singular shall include the plural

10.5 Severability . In the event any provision of this Agreement kbal held illegal or invalid for any reason,
illegality or invalidity shall not affect the renming parts of the Agreement, and the Agreement bleatonstrued and enforcec
if the illegal or invalid provision had not beercinded. Further, the captions of this Agreementatepart of the provisions her:
and shall have no force and effect.

10.6 Madification . No provision of this Agreement may be modifiedived, or discharged unless such modifica
waiver, or discharge is agreed to in writing anghed by the Executive and by an authorized membéneoBoard, or by tt
respective parties’ legal representatives and ssocs.

10.7 Applicable Law . To the extent not preempted by the laws of thgddrStates, the laws of the State of Wiscc
shall be the controlling law in all matters relgtito this Agreement.
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10.8 Full Time Employment . This Companys obligations under this Agreement are premised wgyal conditione
upon the Executive being employed full time in aiseexecutive management position, that is tossasork week of at least fol
(40) hours.

10.9 One Benefit Payable Notwithstanding any provision of this Agreemeamnttite contrary, only one (1) benefit \
be payable under this Agreement to the Executiyendhe event of his death, the Beneficiary (bndne, the Executive’estate
There may be a benefit on separation for servidbout cause under Section 5.2; there may be a ibeme& Change in Contt
under ARTICLE 6; there may be a Normal Retiremeend&it or an Early Retirement Benefit under ARTIC2Eor there may be
Death Benefit under Section 3.1; but there willerelve more than one (1) benefit payable underAbreement. If, as of the d:
of the Executives separation from service with the Company, thecHree is eligible to receive more than one (1)dfégrunde
this Agreement, the Executive shall be providedideeefit with the greatest net present value (taed using the annual long-
term applicable federal rate then in effect) aswafh separation from service, payable in accordaittethe applicable payme
provisions of this Agreement and Code Section 409A.

10.10 Attorneys’ Fees. If after a Change in Control, and as a resulagbosition taken by the Company or
successors after a Change in Control, the Exectikes nonfrivolous legal actions against the Caompar its successors
defend his rights under this Agreement, the Companis successors will reimburse the Executiveréasonable attorneyies
actually incurred in such legal actions.

10.11 Code Section 409A

(@) To the extent any provision of this Agreement dicachby the Company would subject the Executiv
liability for interest or additional taxes under d&Section 409A, such provision shall be deemetiand void, to th
extent permitted by law and deemed advisable byQbimpany and beneficial to the Executive. It ieinmded that th
Agreement will comply with Code Section 409A, amistAgreement shall be administered accordingly iatelprete:
and construed on a basis consistent with suchtini¥atwithstanding any provision of this Agreemémthe contrary, r
termination or similar payments or benefits shallgayable hereunder on account of an employmemiriation unles
such termination constitutes a “separation fronvisef within the meaning of Code Section 409A. For pugsosf Cod
Section 409A, all installment payments of deferimmnpensation made hereunder, or pursuant to anqiber o
arrangement, shall be deemed to be separate paynienthe extent any reimbursements okimd benefit paymen
under this Agreement are subject to Code Secti@\46uch reimbursements andkimd benefit payments shall be m.
in accordance with Treasury Regulation Section9A48(i)(1)(iv).

(b)  Notwithstanding any provision of this Agreementthe contrary, in the event that any amount or bt
under this Agreement constitutes deferred compiemsander Code Section 409A and the settlementigtriltltion o
such amount or benefit is to be triggered by a Ghan Control, then such settlement or distributball be subject to t
event constituting the Change in Control also dgaristg a “change in control event” under Code #acd09A.

(c) Notwithstanding any provision of this Agreementthe contrary, if the Executive is determined toa
Specified Employee as of the date of his separdtmm service, then, to the extent required purstarCode Sectic
409A, payments due under this Agreement that aeendd to be deferred compensation shall be sulgecsix (6)montt
delay following the date of separation from seryvimed all delayed payments shall be accumulategaittin a lumpsun
payment as of the first day of the seventh (7thitmdollowing the date of separation from serviog (f earlier, as of tt
Executive’s death). Any portion of the benefitséharder that were not otherwise due to
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be paid during the six (6)-month period followirtgetdate of the Executiv&'separation from service shall be paid tc
Executive in accordance with the payment schedstkbéshed herein.
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IN WITNESS WHEREOF, the parties have executedAlgiseement as of the day and year first above writte

FIRST BUSINESS BANK

BY:

/sl Gerald L. Kilcoyne
Gerald L. Kilcoyne
Chair of the Board

/sl Corey A. Chambas
Corey A. Chambas
Chief Executive Officer of First Business Finan&arvices, Inc.

ATTESTED BY:

/s/ Jerome J. Smith

Jerome J. Smith

Chair of First Business Financial Services, Inc.

S-1



Exhibit 10.11
EMPLOYMENT AGREEMENT

THIS EMPLOYMENT AGREEMENT (this “Agreement” ) is made and entered into effective as of the 22ndal
April, 2014 by and amondrirst Business Financial Services, Inc. (“FBIZ"), a Wisconsin corporation and bank holc
company, andPamela Berneking(* Executive”).

Recitals
WHEREAS, FBIZ is negotiating to directly or inditcacquire the stock of Alterra Bank (th&ank );

WHEREAS, Executive serves as President & Chief Etreg Officer of the Bank, and her continued empieyt in the
role is central to whether FBIZ will acquire therfBaand

WHEREAS, the purpose of this Agreement is to sethfthe proposed terms of Executisegmployment should FB
successfully acquire the stock of Alterra Bank, thig Agreement will not take effect until such éiras FBIZ acquires the stock
Alterra Bank (the ‘Effective Time™").

NOW, THEREFORE, in consideration of the promises tre mutual agreements and covenants containethhand fo
other good and valuable consideration, the re@gtsufficiency of which is hereby acknowledged]ZBnd Executive herel
agree as follows:

1. Employment .

€) The Bank will continue to employ Executive, and Extéve hereby agrees to continue employmer
the terms and subject to the conditions contairezdin.

(b) During the Employment Term (as defined in SectignEXecutive shall serve as the President
Chief Executive Officer of the Bank.

(© During the Employment Term, and excluding any msiof vacation and sick leave to wt
Executive is entitled, Executive agrees to deviitefdner business time, efforts and skills to thesiness and affairs of the Bank.

2. Employment Term . The term of the employment of Executive undes tAgreement (the Employment
Term ”) shall commence at the Effective Time and shalliooet, unless sooner terminated under Section ©heretil the first tc
occur of (a) a Change in Control as defined inBkecutive Change-i@ontrol Severance Agreement between Executive &hd
(the” CIC Agreement " ) entered into contemporaneously herewith or (b)ttiird anniversary of the Effective Time.




3. Annual Base Salary.

(@) During the Employment Term, Executive shall be paigalary at the rate of at least $200,000 perra
(the “ Annual Base Salary”), payable in equal installments in accordancenwiite Banks customary payroll practices in efl
from time to time.

(b) Executives Annual Base Salary shall be reviewed at leasti@hn starting in January of 2015, and ma
increased at any time and from time to time adPtresident and Chief Executive Officer of FBIZ, is bole discretion, shall de
appropriate. Any such Base Salary increase wouldubther subject to approvals by the FBIZ Board Rifectors and i
Compensation Committee. The term Annual Base Salarytilized in this Agreement shall refer to AnnBase Salary as
increased. Any increase in Annual Base Salary st@liserve to limit or reduce any other obligationExecutive under tr
Agreement. Annual Base Salary shall not be redatexhy time during the Employment Term except ffeotsenior officers «
FBIZ and its bank Affiliates (as defined below) exignce a comparable percentage decrease. All dmouthis Agreement a
stated prior to deductions for income and employtrteenwithholding.

4, Annual Incentive Bonus Program. For calendar year 2014, Executive shall contitnugarticipate in tr
Bank’s annual incentive plan as in effect on the dathisfAgreement. Starting in calendar year 201%®dagkve will participate i
the annual incentive bonus program approved b tirapensation Committee of the Board of DirectorBBIZ with performanc
metrics tailored to the Bank. Executigghreshold bonus will be 10% of Annual Base Saltamget bonus will be 30% of Anni
Base Salary and maximum bonus will be 60% of AnrBeade Salary. For the 2015 calendar year, Execigiguaranteed
minimum bonus equal in amount to the threshold bomut if her performance exceeds that level, shiereceive the large
amount earned.

5. Benefits . Subject to (a) the application of any applicadti-discrimination rules and (b) any more favori
provisions contained in the definitive agreementreby FBIZ, directly or indirectly, acquires th@ak of the Bank, Executi
shall be entitled to participate during the EmpleymTerm in all employee benefit plans, programaciices or arrangements
the Bank in which other senior executives of thalBare eligible to participate from time to time.

6. Expenses. The Bank shall pay or reimburse Executive forr@lisonable out-ofsocket expenses incurred
Executive in the course of performing Executivelgies for the Bank in accordance with the Banieimbursement policies -
senior executives as in effect from time to timeeé&utive shall keep accurate records and recefigaah expenditures and st
submit such accounts and proof thereof as may fiiome to time be required in accordance with sucheese account
reimbursement policies that the Bank may estalitislits senior executives generally. The Bankbligation to pay or reimbul
Executive for certain expenses will comply with treguirements set forth in Section 1.409@Y1)(iv) of the regulatior
promulgated under Section 409A of the Internal ReeeCode of 1986, as amended (thd09A Regulations”), including the
requirement that the amount of expenses eligibledimbursement during any calendar year may rettthe expenses eligil
for reimbursement in any other taxable year. Furtfe@mbursement of eligible expenses shall be nuader before the last day
the calendar year




following the calendar year in which the expense imaurred, as required by Section 1.409A-3(i){2)@f the 409A Regulations.

7. Long-Term Incentive Plans.Executive shall be entitled to participate durihng Employment Term in all long-
term incentive plans, including the FBIZ 2012 Egditcentive Plan (the Equity Plan ), in which other senior executives
FBIZ and its bank Affiliates are eligible to parfiate from time to time on terms and conditionkast as favorable as provide:
other senior executives of bank Affiliates, takintp account any differences in Annual Base Saltetyveen Executive and otl
senior executives and the relative size and othan€ial metrics of the Bank when compared witheothank Affiliates, to tr
extent these variables affect the compensationdeglathereunder.

8. Retention Amount. Executive shall be awarded a number of sharesstficted stock of FBIZ under the Eqt
Plan determined as follows: (a) $200,000 divided)ythe average closing price of FBIZ stock for tee trading days beginni
five trading days before the Effective Time (thar8E Trading Day”)and ending on the tenth trading day after the Hiratling
Day (the “Restricted Shares’). The Restricted Shares will cliff vest on the thamhiversary of the Effective Time if Executive
still in the employ of the Bank on that date. Aerated vesting will occur on the date of a Chang@antrol of FBIZ as defined
the Equity Plan (a Change in Control”). The form of the grant agreement for the Restri§kdres will be that customarily u:
under the Equity Plan to award shares of restristedk, adjusted to comply with the provisions luitparagraph to the ext:
such form is not consistent with this Section 8],an FBIZ's sole discretion, including restrictive covenaravisions consiste
with those contained in Sections 11 through 13dfere

9. Termination of Employment . During the Employment Term, Executiseemployment hereunder may
terminated under any of the following circumstances

(@) Death or Disability . Executive’'s employment hereunder shall termirmteomatically upon Executive’
death during the Employment Term. If the Bank datees in good faith that a Disability (as definezldw) of Executive hi
occurred during the Employment Term, the Bank miag ¢o Executive written notice in accordance wabction 9(d) of th
Agreement of its intention to terminate Executiveraployment hereunder. In such event, Execuiesployment with the Ba
shall terminate effective on the thirtieth (30ttgydafter receipt of such notice by Executive (thRisability Effective Date ");
provided, that within thirty (30) days after suateipt, Executive shall not have returned to ffiet performance of Executive’
duties. For purposes of this Agreemenisability " has the same meaning as in the Bank’s ltarg: disability plan, or if there
no such plan, Disability ” means a mental or physical condition which, indb@ion of the Bank, renders Executive unabl
incompetent to carry out the material job respdtigés which such Executive held or the materiatiés to which Executive w
assigned at the time the disability was incurreldictv has existed for at least three (3) months aih condition, in the opinic
of a physician selected by the Bank, is expectdzbtpermanent or to have a duration of more thatéyimonths.

(b) Termination by Bank . The Bank may terminate Executigegmployment for Cause (as defined belov
without Cause in accordance with the provisionthisf Section 9. For purposes of
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this Agreement, Cause” means the occurrence of any one or more of thewng: (i) Executives willful failure to substantiall
perform her duties with the Bank (other than anghstailure resulting from Executive’ Disability), after FBIZ or the Ba
delivers a written demand for substantial perforoeato Executive (which specifically identifies thenner in which FBIZ or tt
Bank believes that Executive has not substant@eiformed her duties) and Executive fails to remiaysituation within fiftee
(15) business days of such written notice from FBiZhe Bank; (ii) gross negligence in the perfonoeof Executives duties t
the Bank, which could or does result in materinhficial harm to the Bank or FBIZ; (iii) Executigetonviction of, or pleas
guilty or nolo contendere to any felony or any other crime, the circumsenof which relate to Executiveduties to the Ban
(iv) Executives willful engagement in conduct that is demonsyrabid materially injurious to the Bank or FBIZ, nebarily ol
otherwise; (v) willful violation provision of the @le of Business Conduct & Ethics of FBIZ, as amdnfdlem time to time; ¢
(vi) willful violation of any of the covenants canhed in Sections 11 through 13 hereof. For purpa$e¢his definition, no act,
failure to act, on Executive’s part will be deemfedIful” unless done, or omitted to be done, bydextive in bad faith.

(c) Termination by Executive . Executive may terminate her employment with tlaaiBwith or without Goc
Reason. For purposes of this Agreement, “Good Reaseans any of the following: (i) a material redustiao Executive's ba
salary or incentive compensation opportunity; Eiecutive no longer serving as the President andf&xecutive Officer of th
Bank, unless such change in position is not a demgdfii) Executive being required by FBIZ or tBank to be based at any off
or location that is more than fifty (50) miles fraime location where Executive is employed immedligbeeceding the propos
change in office or location; or (iv) a materiakach by FBIZ of this Agreement. Notwithstanding fbeegoing, in order fc
Executive to terminate for Good Reason, the Exeeutiust give FBIZ a Notice of Termination, as defirin subparagraph (
below, within 90 days of the initial existence bétcondition(s) specified by Executive that congitGood Reason and FBIZ sl
have 30 days from the date of such Notice of Teation in which to cure the condition giving riseGmod Reason, if curable.
during such 3@ay period, FBIZ cures the condition giving rise3ood Reason, no benefits shall be triggered uBdetion 10(k
of this Agreement with respect to such occurretfceluring such 3@day period, FBIZ fails or refuses to cure the ctiadigiving
rise to Good Reason, Executive shall be entitlecbeaefits under Section 10(b) of this Agreemenshk terminates h
employment for Good Reason within 90 days of Exgelg original written notice of Good Reason.

(d) Notice of Termination . Any purported termination of Executiseemployment by either party shall
communicated by Notice of Termination to the otbarty, except in the case of Executseeath in which event no such notic
required. For purposes of this Agreement,Notice of Termination ” shall mean a written notice which (i) indicates sipecific
termination provision in this Agreement relied upi if applicable, sets forth in reasonable detlae facts and circumstanc
claimed to provide a basis for termination of Exe@is employment under the provision so indicated; @iidspecifies thi
Termination Date. As used hereinTérmination Date ” shall mean the date specified in the Notice ofnfieation;_provided
however, that in the case of Disability, the Terminatioat® shall be at least thirty (30) days subsequetiia date of the Noti
of Termination and Executive shall not have retdrteethe fulltime performance of her duties during such periodt deast thirt
(30) days and in the




case of a voluntary termination without Good Redspixecutive, the Termination Date shall be astehirty(30) days after tl
date of the Notice of Termination.

10. Obligations Upon Termination During the EmploymentTerm .

(@) Termination by the Bank for Cause, Death or Disabity; Termination by Executive Other Than for
Good Reason If Executives employment with the Bank is terminated by thekBfan Cause, death or Disability or by Execu
other than for Good Reason during the EmploymeminTe¢he Bank will pay and/or provide Executive witie following: (i
Executives Annual Base Salary earned but unpaid througlldte employment terminates, payable in a lump sitmnathirty
(30) days after the date of termination (or eartierthe extent required by law), (ii) except in tbase of a termination
Executives employment for Cause, payment of any annual thaebonus for the fiscal year prior to the yeawinich the date «
termination of employment occurs, to the extentaishpand (iii) all vested benefits to which Exeeatis entitled under any ben
plans of FBIZ or the Bank in accordance with thente of such plans through the date of terminatio@enaployment (collectivel
the “ Accrued Obligations”). All other unvested rights and benefits hereundeluding the Restricted Shares, shall be feetei

(b)  Termination by the Bank Without Cause; Termination by Executive for Good Reasonlf Executive’s
employment with the Bank is terminated by the Basitkout Cause, or if Executive terminates her emplent with the Bank ft
Good Reason, during the Employment Term, the Baillkpay and/or provide Executive with the following) the Accrue
Obligations and (ii) 18 months of Annual Base Sglarid in arrears in six payments of three mooth&nnual Base Salary ea
with the first payment made on the first regulastreduled payroll date that is immediately subseqte the 90" day afte
Executive’s termination of employment, and the rigving five payments made on the first regulasthieduled payroll date
roughly 90-day intervals thereafter (tt&everance Payments’).

(c) Release of Claims Notwithstanding the foregoing, the Bank will npgty to Executive, and Executive \
not have any right to receive, any payments desdrib Section 10(b) (other than the Accrued Obiages) unless, on or befc
the forty{ifth (45th) day following the Termination Date) Executive has executed and delivered to the Bankease of ¢
employmentrelated claims against the Bank, its Affiliatesygra companies, successor companies, and theirapdsturrer
members, managers, directors, officers, employedsagents, in the form presented to Executive lgyBhank, and (i) tr
statutory rescission period for such release hpseak

(d) Withholding and Other Issues. Payments to be made to Executive under this @edf will be treated .
ordinary income and will be reduced by any applieahcome or employment taxes which are requiretha@owithheld unde
applicable law, and all amounts are stated befayesaich deduction. Furthermore, none of the paysnentler this Section
shall be included as compensation for purposespfpgnsion, deferred compensation or welfare bepkfn or program of tt
Bank.




11. Confidentiality.

(@) Confidentiality Obligations . During the Employment Term and at all times thésx, Executive will nc
directly or indirectly use or disclose any Confiiahinformation (as defined below) or any Tradei®¢ Information (as defin
below) except in the interest and for the bendfthe Bank, unless such information ceases to bendd Confidential Informatic
or a Trade Secret by means of one of the excepseh$orth below. The terms “Trade Secret Inforomti “Trade Secretanc
“Confidential Information”shall not include, and the obligations set forththis Agreement shall not apply to, any informa
which: (i) can be demonstrated by Executive to Haaen known by Executive prior to Executsv&mployment by the Bank; (ii)
or becomes generally available to the public thhong act or omission of Executive; (iii) is obtainky Executive in good fai
from a third party who discloses such informationBxecutive on a nooenfidential basis without violating any obligatiaf
confidentiality or secrecy relating to the inforimoatdisclosed; or (iv) is independently developgdecutive outside the scope
Executives employment without use of Confidential Informatior Trade Secrets. Furthermore, nothing in thise&ment she
prevent Executive, after her termination of empleym from using general skills and knowledge gaimbide employed by tf
Bank.

(b) Definitions .

i Trade Secret Information . The terms “Trade Secret” and “ Trade Secret Information ”
shall have those meaning(s) set forth under agpédaw.

ii. Confidential Information . The term “Confidential Information ” shall mean all nofFrade
Secret business information of FBIZ and its Affdis which has been developed or obtained at thgierese, he
significant economic value to FBIZ and its Affilegt and which is not known to the public or the cetitprs of FBIZ or it
Affiliates, including, but not limited to, new pradts, customer lists, pricing policies, employmesdords and policie
operational methods, marketing plans and strategresiuct development techniques and plans, busmesguisition plar
and any confidential information received from @&dhparty with whom FBIZ or an Affiliate has a bind agreemel
restricting disclosure of such confidential infotioa.

iii. “Affiliate” means any entity that, directly or through one orerintermediaries, is controll
by, controls, or is under common control with FBiZthin the meaning of Section 414(b) or (c) of théernal Revent
Code of 1986, as amended (tmde” ); provided, however, that in applying such provisions, the phraatléast 5
percent” shall be used in place of “at least 8@@et’ each place it appears therein.

(c) Return of Records. Upon termination of Executive’employment for any reason, or upon request by
or the Bank, Executive shall return to FBIZ or ank, within thirty (30) days of the termination lbér employment or su
request, all documents, records, materials andcds\elonging and/or relating to FBIZ or its Atities (except personnel, wi
and benefit materials relating solely to Executiven)d all copies of all such materials. Upon teation of employment, fi
whatever reason, or




upon request by FBIZ or the Bank, Executive furthgrees to destroy such records maintained by HExeoon Executives owr
computer equipment or other devices.

12. Nonsolicitation of Clients. In consideration of this Agreement, Executive agrdeat while Executive
employed by FBIZ or any of its Affiliates, and farperiod of eighteen (18) months immediately follayvthe termination of h
employment for any reason, Executive will not (gtcen behalf of FBIZ or its Affiliates), either inddually or on behalf of ¢
through any third party, directly or indirectly,l®it financial services business from, or condifiicancial services business w
any client of FBIZ or any of its Affiliates whichag a client of FBIZ or any of its Affiliates withhich Executive had any cont
during the period of one year prior to the datedttige ceased to be an employee of FBIZ or anysoffiliates or about whol
Executive has Confidential Information (each;Glient” ). “Client” does not include any person or business who orh
terminates its business dealings with FBIZ or ahitsoAffiliates without any encouragement by, ahdough no act or omissi
of, Executive. This covenant applies to Clients tibethey are persons or entities.

13. Nonsolicitation of Employees.n consideration of this Agreement, Executive agréeat while Executive
employed by FBIZ or any of its Affiliates, and farperiod of eighteen (18) months immediately foltoyvthe termination of h
employment for any reason, Executive will not (gtcen behalf of FBIZ or its Affiliates), either inddually or on behalf of ¢
through any third party, directly or indirectly, &, entice, persuade or encourage, or attempgdiccit, entice, persuade
encourage, any employee or consultant of FBIZ gr afnits Affiliates to terminate his or her emplognt with such entity. |
addition, Executive agrees not to disclose thetityeaf any other employee of FBIZ or its Affiliaddo any bank, savings and Ic
credit union, financial services company or ottedated business (a “Competing Businedsf)the purpose of recruiting or hiri
away such employee. Executive agrees not to hiyepapspective employee for a Competing Busine€sxdcutive knows th
such prospect currently works for FBIZ or any sfAfffiliates.

14, Reasonable Restrictions; Specific Performance, etd&xecutive has reviewed the provisions of
Agreement with legal counsel, or has been giverquale opportunity to seek such counsel, and Exexaitknowledges a
expressly agrees that the covenants containedatioSe 11 through 13 hereof are reasonable withesto their duration al
scope. Executive further acknowledges (a) thatréstrictions contained in Sections 11 through 1@Rdfeare reasonable &
necessary for the protection of the legitimate mess interests of FBIZ and its Affiliates, (b) tiia¢ restrictions create no un
hardships, and (c) that any violation of theseriegins would cause substantial injury to FBIZ Andts Affiliates. In the event
any violation or threatened violation of these niegbns, FBIZ and/or the Bank, in addition to amat in limitation of, any oth
rights, remedies or damages available to FBIZ anihle Bank under this Agreement or otherwise at ¢&vin equity, shall k
entitled to preliminary and permanent injunctivéiefeto prevent or restrain any such violation byeEutive and any and
persons directly or indirectly acting for or witkeh as the case may be. Executive will reimburskiagemnify FBIZ or any of i
Affiliates for the actual costs incurred by FBIZ its Affiliates in enforcing the covenants contalne Sections 11 through
hereof, including, but not limited to, attorneyées$ reasonably incurred in enforcement activityil§Bxecutive is employed |
FBIZ or any of its Affiliates and for a period ofgateen (18) months immediately following the dBbeecutive ceases to be
employee of FBIZ or any of its Affiliates,




Executive will inform each new employer, prior tocapting employment, of the existence of this Agrest, including th
prohibitions contained in Sections 11 through 1% arovide that employer with a copy of it. Exeeatiauthorizes FBIZ -
forward a copy of the prohibitions against compatitas contained in Section 11 through 13 to anyah®r prospective ne
employer. The invalidity or unenforceability of asyich sections shall not render the other suclosscbr subsections invalid
unenforceable. Executive agrees that FBIZ or thekBaay offset against any amount owed to FBIZ erBlank pursuant to tt
Section 14 any amount owed by the Bank to Execymivsuant to Section 10(b) hereof.

15. Exclusive Remedy. The payments, severance benefits and severamteciions provided to Executi
pursuant to this Agreement are to be paid and gealvin lieu of any severance payments, severancefiteeand severan
protections provided in any other plan or policyF&1Z or the Bank. Notwithstanding the foregoing,the event of a Change
Control, if Executive and FBIZ have entered intdCBC Agreement, Executive shall receive the greafe(a) the severan
provided in the COC Agreement or (b) the Sever&wmaments.

16. Successors

(@) This Agreement is personal to Executive and withitng prior written consent of FBIZ shall not
assignable by Executive otherwise than by willher laws of descent and distribution. This Agreensiiatl inure to the benefit
and be enforceable by Executive’s legal represeetat

(b) This Agreement shall be assignable by FBIZ withtbetwritten consent of Executive and shall inur¢hi
benefit of and be binding upon FBIZ, the Bank amalrtrespective successors and assigns.

17. Miscellaneous.

(@) This Agreement shall be governed by and constroesiccordance with the laws of the State of Ka
without reference to principles of conflict of lawehe captions of this Agreement are not part efihovisions hereof and st
have no force or effect. This Agreement may noafmended or modified otherwise than by a writtereagrent executed by f
parties hereto or their respective successorseya tepresentatives.

(b)  All notices and other communications hereunderl df&in writing and shall be given by hand delivén
the other party, delivered by overnight courierbprcertified mail, return receipt requested, pgstprepaid, addressed as follows:

Pamela Berneking
If to Executive, to:

12422 NE 117th Street

Kearney, Missouri 64060




Kimberly A. Jones
With a copy to:

Seyferth Blumenthal & Harris LLC
4801 Main Street, Suite 310

Kansas City, Missouri 64112

First Business Financial Services, Inc.
If to FBIZ:

401 Charmany Drive
Madison, WI 53719

Attn: General Counsel

Peter Wilder
With a copy to:

Godfrey & Kahn, S.C.
780 N. Water Street

Milwaukee, WI 53202

or to such other address as either party shall havéshed to the other in writing in accordanceeindth. Notice an
communications shall be effective when actuallyeiesd by the addressee.

(c) The provisions of this Agreement are severable,ibady part of any provision is held to be illegabid,
voidable, invalid, nonbinding or unenforceable, &y reason, a court of competent jurisdiction rolagnge such provision to 1
extent reasonably necessary to make the provia®sp changed, legal or enforceable. All disputeeuthis Agreement shall
heard in courts of competent jurisdiction in tha&tetof Kansas. EXECUTIVE WAIVES ANY RIGHTS SHE MAMAVE TO A
TRIAL BY JURY OF ANY SUCH DISPUTE.

(d) The failure of FBIZ, the Bank or Executive to irisioon strict compliance with any provision hersbél
not be deemed to be a waiver of such provisiomgragher provision thereof.

(e) This Agreement contains the entire understandirtbeparties with respect to the subject matteedfett is
expressly agreed that this Agreement supersedeseptates any other agreements, understandingsaadgements, oral
written, between the parties hereto regarding thigest matter of this Agreement except for the @Glgreement entered ir
contemporaneously herewith. Notwithstanding thedoing, (i)this Agreement and the CIC Agreement shall be vaoid of n
force or effect if the Effective Time does not ogcfii) Executive agrees that if she enters intohange of control or simil
agreement with the Bank or an affiliate thereo$uath time as it is, directly or indirectly, conteal by the Aslin Group, Inc., tt
such agreement shall be null and void, and of nihéu effect if the Effective Time occurs, and tExtcutive waives any right <
may have to any compensation or other benefitetmeter and (iii) if Executive is entitled to severa payments in connect
with a covered termination of employment under i¢iction 10(b) of this Agreement and Section 2.81efCIC Agreement, th
she will only be entitled to receive severance urtlde one agreement that provides her with thetgrgemyment, and she her:



waives severance under the other agreement. Fortiney if a Change in Control as defined in the @Gfteemer
occurs while Executive is employed by the Bankjotet 3, 4 and 5 of the CIC Agreement shall
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govern Executive’s responsibilities regarding cdefitiality and norsolicitation of clients and employees, and Sectitthshroug|
13 hereof shall be of no further effect.

()  If Executive dies prior to receiving all of the anmbs payable to Executive in accordance with thagean:
conditions of this Agreement, such amounts shalbdid to the beneficiary (“Beneficiaryfesignated by Executive in writing
FBIZ or the Bank, or if no such Beneficiary is dgmted, to Executive’legal representative in her or her capacity a$.
Executive, without the consent of any prior Beriafig, may change her designation of BeneficiariBeneficiaries at any time
from time to time by submitting to FBIZ or the Baalkhew designation in writing.

18. Compliance with Section 409A

(&) The Severance Payments to Executive pursuant tmB8d®©(b) of this Agreement are intended to benvgxefrom
Section 409A of the Codé€'$ection 409A”) to the maximum extent possible, under eitherstiaration pay exemption pursuant
to Treasury Regulation 81.409A-1(b)(9)(iii) or d®e-term deferrals pursuant to Treasury Regulagibd09A-1(b)(4), and for
such purposes, each payment to Executive undeAgheement shall be considered a separate payment.

(b) If on the date the Executive’'s employment termigatiee Executive is a "specified employee" as éefiim Section
409A, then to the extent that any amount to whinehExecutive is entitled in connection with therteration of Executive's
employment is subject to Section 409A, paymenuch amounts to which the Executive would otherlsentitled during the
six (6) month period following the Executive's Dafelermination will be accumulated and paid iuap sum on the first day of
the seventh month after the month in which the D&feermination occurs. This paragraph shall agpily to the extent required
to avoid the Executive's incurrence of any addéldax or interest under Section 409A.

(c) Notwithstanding any other provisions of this Agresmnto the contrary and to the extent applicabls,intended
that this Agreement be exempt from or otherwisepgmwith the requirements of Section 409A, and thigeement shall be
interpreted, construed and administered in accaaaiith this intent, so as to avoid the impositdrtaxes and penalties on
Executive pursuant to Section 409A. However, neifidZ nor the Bank shall have any liability to Exgive, Executive's
beneficiaries or otherwise if this Agreement or anyounts paid or payable hereunder are subjebetadditional tax and
penalties under Section 409A. For purposes of anyigion of this Agreement providing for the payrhefany amounts or
benefits subject to Section 409A, references teaniination,” “termination of employment” or likerms shall mean “separation
from service” within the meaning of Section 1.4026) of the Treasury Regulations promulgated uiS#stion 409A.

19. Regulatory Prohibition on Payment. Notwithstanding anything to the contrary contdimethis Agreement,
neither FBIZ nor the Bank shall be obligated to maky payment to Executive under this Agreemetieifpayment would viola
any rule, regulation or order of any regulatoryragyehaving jurisdiction over FBIZ or the Bank; pided, however, that FBIZ
and the Bank
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covenant to Executive that they will use commelgiadasonable efforts to obtain any regulatory ageapprovals that may be
required in order to make payments to Executivieragided herein.

20. Excise Tax Limitation .

(@) Anything in this Agreement to the contrary notwitireling, in the event that the receipt of all pagtag
distributions or benefits (including without limitan accelerated vesting of equity-based award#)emature of compensation to
or for Executive’s benefit, whether paid or payghlesuant to this Agreement or otherwise (a “Payifiewould subject
Executive to the excise tax under Section 4999@fGode by virtue of Section 280G of the Code Pgments shall be reduce
the Reduced Amount. The “Reduced Amouwsttall mean the greatest amount of Payments thaieaaid that would not result
the imposition of the excise tax under Section 480he Code.

(b) For purposes of reducing the Payments to the Reddic®unt, Payments shall be reduced, in the folhovorder:
(A) any Payments otherwise payable to the Exectitimeare exempt from Section 409A of the Code¢tia 409A"); and (B)
any Payments otherwise payable to the Executiveatieanot exempt from Section 409A, on a pro ratsigor such other manner
that complies with Section 409A.

(c) Executive agrees that she will waive her rightrig Rayments which would subject her to the ex@gaihder
Section 4999 of the Code by virtue of Section 28@@e Code (“Excess Payments”) so that a sharehelute can be taken in

compliance with Q&A-7 of Treasury Regulation 1.28Q@s regards the Excess Payments.

IN WITNESS WHEREOF , the parties hereto have executed this Agreenseot the date first set forth above

FIRST BUSINESS FINANCIAL SERVICES, INC. EXECUTIVE
BY: /s/ Corey A. Chambas /s/ Pamela Berneking
Corey A. Chambas Pamela Berneking

President and CEO
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Exhibit 23
Consent of Independent Registered Public Accountingirm

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

We consent to the incorporation by reference inrdggstration statements (No. 333-129059, No. 333274, No. 333-137635 and No. 333
201056) on Form S-8 and S-3 of First Business Fiadu$ervices, Inc. and subsidiaries of our repdated March 6, 2015with respect to tt
consolidated balance sheets of First Business Ei@laBervices, Inc. and subsidiaries as of DecerBbe2014 and 2013 and the relate
consolidated statements of income, comprehensianie, changes in stockholders' equity, and castsflfor each of the years in the three
year period endeDecember 31, 2014 , and the effectiveness of iatewntrol over financial reporting as of DecemBg&y 2014, which report
appear in the December 31, 2014 Annual Report omHB®-K of First Business Financial Services, Inc.

/sl KPMG LLP

Chicago, lllinois
March 6, 2015



Exhibit 31.1

Certifications

I, Corey A. Chambas, certify that:

1.

2.

| have reviewed this Annual Report on FormKL6f First Business Financial Services, |

Based on my knowledge, this report does notatomny untrue statement of a material fact otamstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

The registrant’s other certifying officer andrk responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a. Designed such disclosure controls and procedarecaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

b. Designed such internal control over finanaiglarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

c. Evaluated the effectiveness of the registradisslosure controls and procedures and presentglsi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

d. Disclosed in this report any change in thestegnt’s internal control over financial reportitigat 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 materiallyeaft, the registrant’s internal control over finalceporting; and

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theweden!
functions):

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

b. Any fraud, whether or not material, that inneadvymanagement or other employees who have a samiifiole in the
registrant’s internal control over financial repogt

/sl Corey A. Chambas
Corey A. Chambas
Chief Executive Officer
March 6, 2015




Exhibit 31.2

Certifications

[, James F. Ropella, certify that:

1.

2.

| have reviewed this Annual Report on FormKL6f First Business Financial Services, |

Based on my knowledge, this report does notatomny untrue statement of a material fact otamstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statememis other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

b. Designed such internal control over finanaiglarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in ataace with generally accepted accounting principles

c. Evaluated the effectiveness of the registralisglosure controls and procedures and presentiisi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

d. Disclosed in this report any change in thegtegnt's internal control over financial reportihgt occurred during the
registrant's most recent fiscal quarter (the regis's fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaff, the registrant's internal control over finahceporting; and

The registrant's other certifying officer anglalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrdgistrant's ability to record, process, summaaizé report financial
information; and

b. Any fraud, whether or not material, that inneadvymanagement or other employees who have a sagmiifiole in the
registrant's internal control over financial repugt

/sl James F. Ropella
James F. Ropella
Chief Financial Officer
March 6, 2015




Exhibit 32

Certification of the Chief Executive Officer and the Chief Financial Officer Pursuant to 18 U.S.C. Sd¢ion 1350

Solely for the purposes of complying with 18 U.SSection 1350, as adopted pursuant to Section Bl dSarbane®xley Act of 2002, we
the undersigned Chief Executive Officer and ChiefaRcial Officer, of First Business Financial Sees, Inc., a Wisconsin Corporation |
“Corporation”), hereby certify, based on our knogde that the Annual Report on Form KOsf the Corporation for the three months er
December 31, 2014 (the “ReportQlly complies with the requirements of Section d)36r Section 15(d) of the Securities Exchange &
1934, as amended, and that information containgierReport fairly presents, in all material respethe financial condition and results
operations of the Corporation.

/sl Corey A. Chambas
Corey A. Chambas
Chief Executive Officer
March 6, 2015

/sl James F. Ropella
James F. Ropella
Chief Financial Officer
March 6, 2015




