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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federd financia supervisory agency to useits
authority when examining financid indtitutions subject to its supervison to assess the inditution’s record
of meeting the credit needs of its entire community, including low- and moderate-income
neighborhoods, cons stent with safe and sound operations of the indtitution. Upon conclusion of such
examination, the agency must prepare awritten evaluation of the ingtitution’s record of meeting the
credit needs of its community.

This document is an evauation of the Community Reinvestment Act (CRA) performance of M & |
Bank of Southern Wisconsin, Madison, Wisconsin, prepared by the Federal Reserve Bank of
Chicago, the indtitution's supervisory agency, as of December 20, 1999. The agency evauates
performance in assessment arex(s), asthey are delineated by the indtitution, rather than individua
branches. This assessment area evaluation may include the visits to some, but not necessarily dl of the
indtitution’s branches. The agency rates the CRA performance of an ingtitution consistent with the
provisions st forth in Appendix A to 12 CFR Part 228.

INSTITUTION=SRATING: Thisinditution is rated Outstanding.

M& I Bank of Southern Wisconsin has an excellent record of serving its combined assessment area
basad on an evauation of itslending activities, qudified investments, and services activities. The bank’s
overdl lending performance is very strong as determined by areview of various aspects of itslending
activities A review of the bank’s loan portfolio indicates that al sgnificant market segments of
borrowers — commercid, agricultura, consumer and real estate — are being served through the products
offered by the bank and through its affiliate, M& I Mortgage Corp. A substantid mgjority of HMDA-
reportable and CRA-reportable smal business and small farm loans were made in the bank’ s combined
asessment area. The bank’ s loan-to-deposit ratio is high and consistently exceeds its nationwide peer
group and mogt of its competitors, which further evidences the bank’ s commitment to serving the credit
needs of its combined assessment area. The bank’ s lending performance in each of its two assessment
aress is srong, with the bank’ s loan volumes congstently representing a Significant portion of al loans
mede by dl reporting lendersin the aggregate. Community development lending and innovative and
flexible lending practices include alarge number and dollar amount of loans made by the bank.
Community development investment activity in the Madison assessment area was strong, while such
activity in the non-M SA assessment areawas reasonable in light of the limited number of opportunities
available. Banking products and services meet the needs of the community and are readily accessble to
customers through the bank’ s network of branches, automated teller machines, and dternate ddlivery
gystems. A dgnificant level of community development servicesis provided through the activities of the
bank’ s directors, officers and employees. The sde of three branch offices to other financid indtitutions
did not adversely impact residents of the assessment area. The examination revedled no patterns or
practices intended to discriminate againgt or to discourage applications from any member of a protected
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class. No CRA-related complaints have been received since the previous examination.

The following table indicates the performance level of M& | Bank of Southern Wisconsin, Madison,

Wisconsin with respect to the lending, investment and service tests. Based on the component test
ratings for large banks, the assigned composite rating is Outstanding.

Mé& |1 BANK OF SOUTHERN WISCONSIN

Performance L evels Performance Tests

Lending Test* Investment Test Service Test
Outstanding X
High Satisfactory X X

Low Satisfactory

Needsto Improve

Substantial Noncompliance

*Note: Thelending test is weighted more heavily than the investment and service tests when arriving at an overall rating.
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DESCRIPTION OF INSTITUTION

M&I Bank of Southern Wisconsin, with total assets of $2.6 billion as of June 30, 2000, isawhoally-
owned subsidiary of Marshdl & lldey Corporation, amulti-bank holding company located in
Milwaukee, Wisconsin. The bank operates atota of 26 branch offices — 18 branches, including its
main office located in downtown Madison, in Dane County, four branches in Sauk County, two
branchesin Richland County, and one branch each in Grant and lowa counties. Six of the branchesin
Dane County and one branch each in Sauk and Richland counties are drive-up banking facilities that do
not accept loan applications, the other 18 branches are full-service locations. The bank aso operates
47 automated teller machines (ATMs) within the bank’ s assessment areas — 39 in Dane County, threein
lowa County, two each in Sauk and Richland Counties, and one in Grant County. The bank aso has
an office in the Cayman Idands, which is utilized for offshore investments; it isnot aretail branch. The
bank’s CRA performance was most recently evaluated on December 26, 1997 at which time it was
rated outstanding.

The bank is afull-service indtitution offering a broad range of commercid, red estate, consumer, and
agricultural loans and lines of credit. The bank’s consolidated report of condition as of June 30, 2000
revedls that commercia loans, including those secured by red estate, congtitute 51.9% of the loan
portfolio, while residential red estate loans secured by 1-4 family housing units represent 42.3% of the
loan portfolio. Consumer loans and agricultura loans represent 3.4% and 2.4%, respectively, of the
loan portfolio. The bank participatesin certain government-asssted |oan programs including those
offered by the Federd Housing Adminigration (FHA), Veterans Adminigtration (VA), Farm Service
Adminigration (FSA), Smal Busness Adminigtration (SBA), the State of Wisconsin's Petroleum
Environmenta Cleanup Fund Act (PECFA), and the Wisconsin Housing and Economic Devel opment
Authority (WHEDA). In addition, avariety of mortgage loan products are offered to the bank’s
customers through its affiliate, M& | Mortgage Corp. There are no factors relative to the bank’s
financid condition, Sze or loca economic conditions that would prevent it from meeting its community’s
credit needs.

The bank faces sgnificant competition, epeciadly in Dane County, from a variety of banks, thrift
indtitutions, credit unions, mortgage companies, and other financid intermediaries that operate facilities
within the counties served by the bank. Table 1 identifies the banks that management has identified as
providing the most competition for deposits and loans in the bank’ s combined assessment area.
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M& | BANK OF SOUTH ERLaV?/lIe;CONS N'SCOMPETITORS

Bank Name/Headquarters L ocation of Competing Branches

Bank One, Wisconsin/Milwaukee Madison (7 locations)

Firstar Bank, N.A./Cincinnati Madison (7 locations), Sun Prairie, Waunakee

Wells Fargo Bank, N.A. @/Milwaukee Madison (3 locations), Dodge, Middleton, Stoughton

Associated Bank South Central/Madison. Madison (2 locations), Middleton, Dane, Reedsburg (2
locations), Logansville

Johnson Bank/Racine Madison

Middleton Community Bank/Middleton Middleton

Capitol Bank/Madison Madison

First Business Bank/Madison Madison

The Park Bank/Madison Madison (9 locations)

Monona State Bank/Monona Monona

Community National Bank/Oregon Oregon

(1) Formerly known as Norwest Bank Wisconsin, N.A.

Additiond financid inditutions, credit unions, and other credit providers operating in the bank’s
combined assessment arealinclude, but are not limited to AnchorBank, S.S.B.; First Federd Savings
Bank LaCrosse-Madison; Heartland Credit Union; Home Savings Bank; State Capitol Credit Union;
University of Wisconsin Credit Union; The Reedsburg Bank; Richland County Bank; and Farm Credit
Services.

DESCRIPTION OF M& | BANK OF SOUTHERN WISCONSIN'SASSESSMENT AREAS

The bank has identified two assessment areas — the Madison assessment area, which includes al of
Dane County (i.e., the Madison Metropolitan Statistical Area (MSA)), and the non-M SA assessment
area, which includes four contiguous counties (Sauk, Richland, lowa, and Grant). These two
assessment areas together consist of 122 geographies (census tracts or block numbering areas (BNAS))
including seven low-income, 15 moderate-income, 82 middle-income and 18 upper-income
geographies. Two of the low-income geographies have no population. All of the low-, moderate- and
upper-income geographies are in the Madison assessment area, while dl of the geographiesin the non-
MSA assessment area are designated as middle-income.  There have been no changesin the bank’s
combined assessment area Since the previous examination.

The combined assessment area has a population of 500,995 based on 1990 census data. Recent
edimates by the State of Wisconsin's Department of Adminigtration indicate that the population of the
combined assessment area has grown to almost 563,000 as of January 1, 2000, an increase of 12.3%
since 1990. Selected demographic information for each assessment area, for the State of Wisconsin
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(State) overdl, and for al non-metropolitan aress of the State, is provided in Table 2.

Table?2
M& | BANK OF SOUTHERN WISCONSIN
SUMMARY OF POPULATION AND MEDIAN FAMILY INCOME LEVEL

Area Population Per centage of Families
By 1990 M edian Family Income L evel
Below
1990 2000 Low- Moderate- | Middle- | Upper- | Poverty
Census | Estimate® | Income Income Income | Income | Level
Assessment Areas:
Madison 367,085 418978 158 197 28.3 36.2 4.8
Non-MSA 133,910 143,868 16.9 203 26.4 364 80
Combined 500,995 562,846 16.1 199 217 36.3 57
State:
All 4,891,769 5,309,996 179 187 265 36.9 7.6
Non-metropolitan areas 1,560,597 N/A 175 195 255 375 79

(1) Sate of Wisconsin Department of Administration estimates
N/A = Not available

The information in Table 2 indicates that the Madison assessment area experienced population growth
of dmost 52,000, a 14.1% increase since 1990, while the non-M SA assessment area grew by amost
10,000 individuas, an increase of 7.4%. These population growth rates compare to 8.5% for the entire
date since 1990. Table 2 dso indicates that the percentage distribution of families by 1990 median
family income levd is comparable anong dl of the areasincluded in the table. The only significant
difference is that the percentage of families with incomes below the poverty leve is noticeably lower in
the Madison assessment area (4.8%) compared to the other areas shown in the table (ranging from
7.6% to 8.0%).

Economic conditions in the bank’s combined assessment area have generdly been strong, athough
there are Sgns of some weakening in recent months based on increases in unemployment rates. Table 3
provides information concerning certain economic indicators for both of the bank’ s assessment aress,
the state overdl, and al non-metropolitan areas of the state. Information for each of the four counties
that comprise the non-MSA assessment arealis provided since certain information is available only at
the county levd.
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Table3
M& 1 BANK OF SOUTHERN WISCONSIN
ECONOMIC INDICATORSIN THE BANK’SASSESSMENT AREAS

Area Median Family Income | Unemployment @ Housing Values
€) (%) €)
1990 1999 1990

Median Median Housing
2000 Sept. Sept. Housing Sales Affordability

1990 @ | Estimate® | 1999 2000 value® | Price® Index ©
Madison assessment area 41,529 64,700 11 15 77,950 141,100 1.88
Non-MSA assessment area 29,973 N/A N/A N/A 47,480 N/A 1.58
Sauk County 31,442 47,800 17 2.3 55,246 105,900 1.76
Richland County 26,165 43,000 2.1 4.3 40,094 N/A 1.53
lowa County 30,273 55,000 1.9 2.2 46,496 (5) 154
Grant County 29,472 46,800 25 3.2 43,438 N/A 1.47
Combined assessment area 37,797 N/A N/A N/A 70,639 N/A 1.87
State — All 35,082 54,300 2.6 3.2 62,141 N/A 1.77
State — Non-metro areas 30,290 46,700 N/A N/A 50,092 N/A 1.65

(1) Source of this unemployment data is the Sate of Wisconsin Department of Workforce Devel opment.

(2) Information according to 1990 census data.

(3) Department of Housing and Urban Development (HUD) estimates.

(4) Source of this housing sales data is the Wisconsin Realtors Association.

(5) The median sales prices for the second and fourth quarters of 1999 are not available. The median sales prices for the first and third quarters of
1999 were $100,000 and $92,500, respectively, based on sales of 22 and 51 units, respectively.

(6) The housing affordability index is calculated by dividing the median housing value by the median family income. A higher number indicates
decreased housing affordability.

N/A — Not Available

Thereisasgnificant difference in the median family income of the Madison assessment area compared
to the non-MSA assessment area. This disparity is primarily due to the fact that the Madison
assessment areais an urban market that is dominated by the presence of the University of Wisconsin,
the State Capital, and high-tech and other industries, whereas the non-M SA assessment arealis
primarily agriculturdl in nature. Median family income in the Madison assessment areaincressed by
55.8% since 1990, which is congstent with the ate’ sincrease of 54.8%. Theindividua counties that
comprise the non-M SA assessment area; however, experienced widely varied percentage increasesin
their median family incomes. Sauk and Grant counties experienced increases of 52.0% and 58.8% in
their median family incomes since 1990, which are reasonably consstent with the increase of 54.2%
experienced by al non-metropolitan areas of the state. Richland and lowa counties, however, had
incresses in their median family incomes of 64.3% and 81.7% since 1990. No readily identifiable
causes for Richland County’ s higher growth rate could be ascertained through discussions with bank
management. The unusudly high increase in lowa County is aitributable to the fact that Lands End,
Inc., amgor clothing retailer, relocated its nationd headquarters to Dodgeville, Wisconsin, during the
1990's, bringing a sgnificant number of non-farm jobs, aswell as the company’ s corporate executives,
to the county.
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Information provided in Table 3 indicates that unemployment rates have increased in dl five counties of
the combined assessment area and for the state overall between September 1999 and September 2000.
Current unemployment rates in the combined assessment area, nevertheless, are generdly low by
higtorical standards and compare favorably with state unemployment data. The monthly unemployment
rate in the Madison assessment area, in fact, has not exceeded 2.0% in over three years, indicating a
very strong labor market there, despite the recent increase. Richland County, on the other hand, has
seen its unemployment rate more than doublein the last year. Further andlyss of thisinformation has
identified two reasons for this change between years. Firgt, aloca business, O’ Bryan Brothers, with
approximately 150 employees, went out of businessin August 2000. This event alone would have
increased the unemployment rate for September 2000 from 2.5% to the reported 4.3% if al 150
displaced employees of the company were reported as unemployed.  Second, the unemployment
figures for September 1999 appear to be unusudly low. In particular, the reported labor force for that
month was sgnificantly lower than the labor force for either August or October 1999 and was aso low
compared to the labor force in September 1998 and September 2000. Thus, the September 1999
unemployment figure of 2.1% may be an anomaly, thet is, it is not congstent with other comparable
months. The increases in the unemployment rates for the other counties in the combined assessment
area are consstent with increases in the statewide unemployment rate.

Housing values in the Madison assessment area have increased significantly since 1990, as measured by
the median sdes price of homes sold in 1999 compared to median housing vaues from the 1990 census
data. The median saes price for homes sold in 1999 was $141,100 in the Madison assessment area,
which represents an increase of 81% over the 1990 median housing value. The rate of growth in
housing vaues has been gregter than the rate of growth in the median family income in the Madison
asessment area. As aresult, the housing affordability index for the Madison assessment area, which
was dready higher than the index for the state, has increased, making housing even less affordable than
in the past. Recent housing saes price information is not readily avalable for al of the counties that
comprise the non-MSA assessment area. The information thet is available, however, reveds that
housing values have increased by over 90% since 1990 in Sauk County and by 100% or more in lowa
County. Information included in Table 3 indicates that housing is Sgnificantly more affordable in relation
to median family income in the non-M SA assessment area than in the Madison assessment area.

Additiona housing-related demographic information in the assessment aress, the sate, and al non-
metropolitan aress of the state, based on 1990 census data is provided in Table 4.

Table4
M& 1 BANK OF SOUTHERN WISCONSIN
ASSESSMENT AREA HOUSING DATA BASED ON 1990 CENSUS DATA

Area Housing Units Median
Total Owner - Median Built Gross
Number Occupied | Rental | Vacant Age Pre-1950 | Monthly

Available (%) (%) (%) (Years) (%) Rent
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Table4
M& | BANK OF SOUTHERN WISCONSIN
ASSESSMENT AREA HOUSING DATA BASED ON 1990 CENSUSDATA

Area Housing Units Median

Total Owner - Median Built Gross
Number Occupied | Rental | Vacant Age Pre-1950 | Monthly

Available (%) (%) (%) (Years) (%) Rent

M adison assessment area 147,851 53.3 43.3 3.4 35 26.3 $465
Non-M SA assessment area 54,434 64.0 25.8 10.2 46 454 $323
Combined assessment area 202,285 56.2 38.6 53 34 315 $444
State — All 2,055,774 59.1 29.5 11.4 47 36.8 $399
State — Non-metropolitan areas 750,456 57.1 20.0 229 30 38.6 $327

The Madison assessment area has alower owner-occupancy rate than the other areas compared in
Table4. Thisisprimarily dueto two factors: the presence of the main campus of the University of
Wisconsin in Madison, and the presence of a number of low- and moderate-income census
neighborhoods, in which multi-family housing is the predominant resdentid sructure. Median gross
monthly rents shown in Table 4, dthough not current, provide an indication of the relative cost of rentd
housing in the various areas. Rents are highest in the Madison assessment area due to the high demands
for rental housing related to the presence of the university; aso increasing home prices place a grester
demand on rental housing, forcing rents higher aswell. Rentsin the Non-MSA assessment areaare
comparable with non-metropolitan areas of the sate. The median age of homesin both assessment
areasis 35 and 46 years, repectively, indicating a projected demand for home improvement loans.

Description of the Madison Assessment Area

The Madison assessment areaincludes al 88 census tracts that comprise the Madison MSA (al of
Dane County). The income designation of these census tracts includes seven low-, 15 moderate-, 43
middle- and 18 upper-incometracts. Two of the low-income census tracts are unpopulated. The
largest city in the assessment areais Madison, with a population of 207,248 as of January 1, 2000,
which represents agpproximately 50% of the population of the assessment area at that date. Other large
citiesin the assessment areainclude Sun Prairie (19,987), Fitchburg (18,925), Middleton (16,129), and
Stoughton (11,136). The bank serves this assessment area through atota of 18 branch offices,
including 12 full-service offices and six drive-up facilities that do not accept loan gpplications. Three
offices, including the bank’ s main office in downtown Madison, are located in moderate-income census
tracts. The bank aso maintains 39 ATMsin this assessment areg, including 17 that are on-site at
branch offices and 22 that are in off-dte locations.

The Madison assessment areais a very important market for the bank, as evidenced by the fact that
85.7% of itstotal depodits at June 30, 1999 are generated from thisarea. Furthermore, the bank isa
sgnificant financid indtitution in the Madison assessment area, as evidenced by the fact that it holds over
$1.4 billion in FDIC-insured deposits in Dane County as of June 30, 1999. These deposits represent
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23.6% of dl such FDIC-insured deposits in Dane County and rank the bank first out of 36 reporting
ingtitutions as of June 30, 1999, the last date for which such information was available.

Economic conditions in the Madison assessment area are very strong a thistime. Estimated median
family income at January 1, 2000 is $64,700, which represents an increase of 56% since 1990, and is
the highest median family income of dl MSAsin Wisconan. Infact, the median family income for the
Madison assessment arealis the third highest in the Seventh Federd Reserve Didtrict, which includes all
or most of Wisconsin, lowa, Illinais, Indiana, and lower Michigan. Unemployment ratesin Madison, as
previoudy noted, are consstently very low, having been under 2.0% for over three years. The 1.5%
unemployment rate for September 2000, while higher than the 1.1% rate of ayear earlier, is ill the
lowest rate reported for the assessment arealin the year 2000. It aso compares favorably with the
gtate’ s unemployment rate for September 2000 of 3.2%. Housing vaues, based on recent home sales
reported by the Wisconsin Redltors Association, have been strong and growing. The median sales price
of homes sold in Dane County in 1999 was $141,100, which is an increase of 19% over the median
sdes price of homes sold in 1997. Furthermore, the median sales price of homes sold in the first and
second quarters of 2000 were $144,500 and $148,400, respectively.

The Madison assessment area provides many employment opportunities to the residents of Dane
County and surrounding counties. Three of the largest industry groupsin the Madison arealinclude:
government workers, due to the fact that the city of Madison isthe State capitd, the county seet, and the
largest city in the county; educationa services, due to the presence of the University of Wisconsin, a
number of other local colleges, and the Madison Metropolitan School Didtrict; and health services due,
to the presence of the University of Wisconsn Hospital and clinics and Meritor Hospital. Other
companies in the services segment of the labor market dso provide alarge number of employment
opportunities in the assessment area.

A community representative contacted during the examination noted that unemployment ratesin the
Madison assessment area are low due to strong growth and expansion in the business community.

These figures, however, do not reflect the fact that some people are not earning aliving wage. Peoplein
this Stuation are often those who were required to find jobs under the state' s “wefare to work”
program, which has been in effect for a number of years. The economy is undeniably strong; however,
there are a0 pockets of economic need in the community. Rising housing prices contribute to this
“living wage® problem, aswell.

Description of the Non-M SA Assessment Area

The non-MSA assessment area consists of al 34 middle-income BNASs that comprise Sauk, Richland,
lowaand Grant counties. The population of this assessment area has grown by 7.4% since 1990;
however, areview of thisinformation on a county-by-county basis indicates that this growth has been
uneven. Sauk and lowa counties have grown by 13.6% and 11.1%, respectively, while Richland and
Grant counties have grown at much dower rates of 2.3% and 1.9%, respectively. The largest
communities in each county, with the estimated 2000 population shown in parentheses, include
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Reedsburg (7,501) in Sauk County, Richland Center (5,190) in Richland County, Dodgeville (4,388) in
lowa County, and Platteville (10,121) in Grant County. The bank servesthis assessment area through
four branches (three of which are full-service) and two ATMsin Sauk County, two branches (oneis
full-service) and two ATMsin Richland County, one full-service branch and three ATMsin lowa
County, and one full-service branch and one ATM in Grant County.

The non-M SA assessment area represents 14.3% of the bank’ s deposits as of June 30, 1999. A
review of al FDIC-insured deposits in the non-M SA assessment area at that date indicates that the
bank is ranked second out of eght inditutions in Richland County, third out of 12 inditutionsin Sauk
County, fourth out of eight indtitutions in lowa County, and ninth out of 14 indtitutions in Grant County,
based on the amount of FDIC-insured deposits held by the bank compared to al FDIC-insured
depogitsin each county.

This assessment areais primarily an agricultura area, with asignificant focus on dairy farming. Non-
farm job opportunities o exigt within the assessment area, mostly concentrated in the larger cities.
Economic indicators reflect a good economy in generd. The median family incomein lowa, Richland,
and Grant counties has grown by approximately 59% to 82% since 1990, growth rates well in excess of
the 54% rate for dl non-metropolitan areas of the state. Median family income in Sauk County grew by
52%. Housing values have increased by 80% to 100%, or more, over 1990 values, based on available
home sdlesdata. Recent unemployment rate information may be sgnaling a possble dowdown in the
strong economic conditions that have dominated the area for the past severd years. Unemployment
ratesin al four counties for September 2000 are higher than for the comparable period in 1999.
Neverthel ess, the September 2000 unemployment rates of 2.3% and 2.2% for Sauk and lowa counties,
respectively, are the lowest monthly rates reported for each county in 2000. The 3.2% unemployment
rate reported for Grant County is among the lowest monthly rates reported in 2000. The 4.3%
unemployment rate reported for Richland County is higher than norma and appears to be due primarily
to the August 2000 closing of alocal business that employed 150.

By far the sngle largest employer in the non-MSA assessment areaiis Lands End, Inc., which provides
aggnificant number of jobsin both lowa and Sauk counties. Other large employersinclude Allen
Bradley and county government in Richland County; Grede Foundries, Sysco Corporation, Cardind 1G
Company, and Flambeau Corporation in Sauk County; and Philips Electronics, the University of
Wiscongan-Platteville, and county government in Grant County.

A community representative contacted during the examination tated thet the dairy farming industry has
experienced a sgnificant downturn in the past two years due to declining milk prices. The presence of
Lands End, Inc. in lowa County has provided much needed off-farm job opportunities for members of
the agriculturd community. The representative noted that the bank was not a sgnificant agricultura
lender in lowaand Sauk counties due to strong competition from Farm Credit Services and loca
financid inditutions. The representative did sate that the bank has a Sgnificant agricultura lending
presence in Richland and Grant counties.
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CONCLUSIONSWITH RESPECT TO PERFORMANCE TESTS

The bank’ s performance under the lending, investment, and service tests of the CRA is described in the
sections that follow.

LENDING TEST

The bank’ s performance under the lending test was evauated through areview of the bank’ s quarterly
Consolidated Reports of Condition and Uniform Bank Performance Reports (UBPRS) for the bank and
its competitors. Furthermore, the bank’ sinterna anayses of its 1998, 1999 and six-month year-to-
date 2000 Home Mortgage Disclosure Act (HMDA)-reportable loans and 1998 and 1999 CRA-
reportable loans were reviewed and evaluated. Interviews of bank management and community
representatives were conducted to identify community development lending opportunitiesin the bank’s
assessment areas. Loan documents and other bank records were reviewed to identify and evauate the
bank’ s lending activities in meeting the credit needs of the community and in providing community
development loans.

The loan andyses included in this evauation revealed that HM DA -reportable |oan volumes decreased
ggnificantly between 1998 and 1999 for the bank and for al lendersin the aggregate. Thisisdueto an
unusudly high demand for mortgage loan refinancings in 1998, when interest rates were low, followed
by adeclinein this demand in 1999 when interest rates moved higher.

Lending Volume

A review of the bank’s quarterly |oan-to-deposit ratios for the ten quarters ended June 30, 2000, as
reported in the bank’ s UBPRS, revealed that the ratio has increased from 86.1% at March 31, 1998 to
105.3% at June 30, 2000. The bank’s average loan-to-deposit ratio during this period was 95.7%.
The bank’ s |oan-to-deposit ratio at June 30, 2000 and the 10-quarter average ratio compare favorably
with the bank competitorsidentified by management in the combined assessment area and with the
bank’ s nationwide peer group. Table 5 summarizes thisinformation, including the asset Size as of June
30, 2000 for each indtitution. 1t should be noted that none of the competitors identified in Table 5 are
amilarly stuated with the bank due to widely varied asset Sizes and assessment areas that are not
identical with the bank’ s two assessment areas. The information in Table 5 related to these competitors
provides aframe of reference for evauating the bank’s overal lending activities.
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Table5
M& | BANK OF SOUTHERN WISCONSIN
LOAN-TO-DEPOSIT RATIO OF THE BANK,
ITSLOCAL COMPETITORSAND ITSNATIONWIDE PEER GROUP

Institution Assets at L oan-to-Deposit Ratio

wiliony | Atos000 1001
Bank One, Wisconsin 8,106.1 129.6% 125.9%
M& | Bank of Southern Wisconsin 2,644.7 105.3% 95.7%
Middleton Community Bank 77.8 95.4% 94.6%
Firstar Bank, N.A. 53,399.1 95.0% 93.6%
Capitol Bank 86.9 97.5% 93.2%
First Business Bank 275.7 93.3% 89.0%
Johnson Bank 1,330.2 90.2% 86.5%
The Park Bank 211.6 96.4% 86.1%
Associated Bank South Central 989.4 88.9% 85.7%
Monona State Bank 149.7 88.8% 82.9%
Nationwide Peer Group N/A 84.6% 81.5%
Community National Bank 99.2 83.2% 81.3%
Wells Fargo Bank, N.A. 2,205.2 68.2% 59.6%
(1) The 10-quarter average covers the period March 31, 1998 through June 30, 2000.
N/A — Not applicable

A review of the bank’s consolidated reports of condition reveded that the bank’ s loan portfolio

increased by $460 million from March 31, 1998 to June 30, 2000 while total assets increased by $499

million and tota depositsincreased by $115 million during the same period. Thisillugtrates bank

management’ s commitment to providing loans to the community. Furthermore, a sgnificant number of

mortgage loans are made on behdf of the bank by its affiliate, M&1 Mortgage Corp., in addition to

those mortgage loans that are retained in its loan portfolio. These effiliate loans, which are not reflected
in the loan-to-deposit ratios shown for the bank in Table 5, include 2,949 loans totaling $403.2 million
in 1998, 1,043 loans totaing $147.2 million in 1999, and 201 loans totaling $25.8 million during the first

sx months of 2000.

The composition of the bank’ s loan portfolio, by loan category, as of June 30, 2000 is presented in

Table 6.
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Table 6
M& 1 BANK OF SOUTHERN WISCONSIN
COMPOSITION OF LOAN PORTFOL 0 AT JUNE 30, 2000

Loan Type $(000) %

Real Estate Loans:
Construction/land devel opment 81,312 41
Secured by farmland 28,070 14
Revolving open-end (1-4 family) 64,904 33
Residential (1-4 family) 776,078 39.0
Multi-family 148,816 75
Commercial 410,987 20.6
Total red estate loans 1,510,167 75.9
Agricultural loans 20,219 1.0
Commercial and industrial loans 367,482 185
Credit cards 23,304 1.2
Consumer loans 44,464 22
States and political subdivisions 7,064 04
All other (excludes consumer |oans) 16,829 0.8
Tota al loans 1,989,529 100.0

Almost 76% of the bank’ s loan portfolio at June 30, 2000 is secured by various classifications of regl
edae. Loansinvolving resdentid properties, i.e., revolving open-end, resdentid, and multi-family
loans, represent 49.8% of the loan portfolio a June 30, 2000. Loans with acommercid purpose,
which include congructiorn/land development, commercid red estate, commercia and indudtrid, states
and political subdivisons, and al other loans, represent 44.4% of the loan portfolio. Consumer loans,
including credit cards, represent 3.4% of the loan portfolio, while agriculturd loans, including loans
secured by farmland, represent 2.4% of the loan portfolio. Consumer loans made by the bank are more
ggnificant than the above percentages indicate Snce the dollar amount of the typica consumer loanis
generdly much smaller than most commercid or resdentid red estate loans.

The bank’ s high loan-to-deposit ratios, the overal growth initsloan portfolio, and the volume of
mortgage loans made through its afiliate, together reflect an excellent responsveness by the bank in
mesting the credit needs of the community by making credit available to the consumers, businesses,
farms, and organizationsin its combined assessment area.

Lending in the Combined Assessment Area

Andyds at the bank’ s parent company routindy prepare anayses of the bank’ s lending patterns and
activities. These andyses were utilized in evauating the bank’ s performance under the lending test of
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the CRA, including itslending in its combined assessment area. The andysis of HM DA -reportable
lending in this performance evauation includes |oan activity of M& I Mortgage Corp. based upon loan
gpplications referred by the bank. The bank’s HMDA- and CRA-reportable smdl business and small
farm lending in its combined assessment areais summarized in Table 7.

Table7
M& 1 BANK OF SOUTHERN WISCONSIN
LENDING ACTIVITY IN THE COMBINED ASSESSMENT AREA

Loan Year and Type Total L oans Made Within the
Number of Combined Assessment Area

L oans Number Per cent
1998 HMDA-reportable loans 5,953 5,353 89.9
1999 HMDA-reportable loans ) 4,288 3,713 86.6
2000 HM DA -reportable |oans through 6/30/00 ) 1,665 1,416 85.0
1998 CRA -reportable small business loans 1,679 1,568 934
1999 CRA-reportable small business loans 1,322 1,233 93.3
1998 CRA-reportable small farm loans 1,180 1,125 95.3
1999 CRA-reportable small farm loans 624 599 96.0
Totas 16,711 15,007 89.8
(1) Includes mortgage loans made by the bank as well as loans made by M&| Mortgage Corp. based on applications referred by the

bank.

Table 7 indicates that dmost 90% of over 16,700 of the bank’s HMDA.- and CRA-reportable loans
were originated in the bank’ s combined assessment area. The bank’s CRA-reportable small business
and smd| farm lending is especidly strong in this regard, with 93% to 96% of itsloans originated in its
combined assessment area. These figures reflect an excellent leve of bank lending performancein
meseting the mortgage, commercid, and agricultura credit needs of its cusomers in its combined
assessment area.

Geogr aphic Distribution

A geographic didribution andyds involves an evauation of the bank’ s lending activity in low- and
moderate-income geographies within its combined assessment area. The following geographic
digtribution anayss includes HM DA -reportable loans and CRA-reportable smdl business loans made
in the Madison assessment areaonly. Thereis no geographic didtribution andysis of loansin the non-
MSA assessment area since there are no low- or moderate-income geographiesinthisareas Smadl farm
lending in the Madison assessment areais dso excluded from this geographic digtribution andysis snce
the volume of such loansis smal and sncedl of the low-income census tracts and al but two of the
moderate-income census tracts are in urban sections of the assessment areawhere farm lending is
limited. Thus, a geographic didtribution of smal farm loans in the Madison assessment area would not
be informétive.
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The internal anadyses of the bank’ s lending activity prepared by the parent company’ s andysts were
utilized in evauating the bank’ s lending in low- and moderate-income census tracts.

M adison Assessment Area

HMDA-Reportable Lending

The bank originates a sgnificant number of HM DA -reportable mortgage loans in the Madison
assessment areg, as evidenced by the fact that it represented 14.3% and 17.1% of dl such loans made
by al lendersin the aggregate in 1998 and 1999, respectively. There were atota of 166 reporting
lendersin 1998 and 148 in 1999. Table 8 summarizes the bank’ s 1998, 1999 and year-to-date 2000
HMDA-reportable loans, sorted by census tract income designation, as well as 1998 and 1999
aggregate lending data for al other HM DA reportersin the Madison assessment area.

Table 8
Mé& | BANK OF SOUTHERN WISCONSIN
GEOGRAPHIC DISTRIBUTION ANALY SIS OF
HMDA-REPORTABLE LOANSIN THE MADISON ASSESSMENT AREA

Census Tract M& | Bank of Southern Wisconsin’s HM DA L oans Aggregate L ending Data @
Income Designation 1998 1999 2000 @ 1998 1999
# % # % # % # % # %
Low-income 23 0.5 17 0.5 11 0.9 243 0.9 171 1.1
Moderate-income 514 11.2 457 14.2 169 135 3,568 12.9 2,286 14.6
Middle-income 2,853 62.0 1,960 60.7 787 62.9 18,888 68.3 10,512 67.4
Upper-income 1,212 26.3 793 24.6 284 22.7 4,944 17.9 2,640 16.9
Totals 4,602 100.0 3,227 100.0 1,251 100.0 27,643 100.0 15,609 100.0

(1) Includes activity reported through June 30, 2000.
(2) Aggregate lending data includes all loan originations of all HMDA-reportable lenders in the Madison assessment area, excluding M&| Bank of
Southern Wisconsin.

Table 8 reved s that the percentages of |oans made by the bank in low-and moderate-income census
tracts are comparable with the percentages of 1oans made by other lendersin the aggregate. Itis
important to note that bank lending represented 9% to 14% of al HMDA-reportable lending in low-
and moderate-income census tracts, respectively, for 1998 and 1999 combined, athough there were
147 to 165 other lenders competing for these loans.

A closer look at the information provided in Table 8 reved's that the number of loans madein low-
income census tracts by the bank and by al lendersin the aggregate is very small relative to the total
volume of mortgage loan activity each year. Thisisattributable to certain 1990 census demographic
characterigtics of these geographies that limit the number of mortgage lending opportunities there. Two
of the seven low-income census tracts have no population, and another one, which includes the
downtown area of the City of Madison, have no owner-occupied housing units. The remaining four
low-income census tracts have a combined tota of only 991 owner-occupied housing units available.
Thus, there are rdatively few opportunities to originate mortgage loansin the low-income census tracts
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in the assessment area.

The bank’ s geographic distribution performance rative to HMDA-reportable lending in the Madison
assessment areais strong.

Smdl Business Lending

The bank aso provides a significant volume of small business loans in the Madison assessment area,
representing 12.7% and 14.5% of all such loans made by al lenders in the aggregate in 1998 and 1999,
repectively. Table 9 detallsinformation concerning 1998 and 1999 smadl business lending activity,
sorted by census tract income designation, for the bank and for al other reporting lendersin the
Madison assessment area.

Table9
Mé& | BANK OF SOUTHERN WISCONSIN
GEOGRAPHIC DISTRIBUTION ANALYSISOF
SMALL BUSINESSLOANSIN THE MADISON ASSESSMENT AREA @

Census Tract M &1 Bank of Southern Wisconsin’s Small Business L oans Aggregate Lending Data ®
e 1998 1999 1998 1999
Designation
# % | $(000) % # % | $(000) % # % # %

Low-income 61 54| 13,180 6.8 56 59| 11,751 6.8 127 29 174 31
Moderate-income 233| 205| 38,186 | 19.7 203 | 21.3| 38311| 222 989 | 222 1,027 | 183
Middle-income 502 | 442 | 78978 | 406 397 | 417| 61072| 354| 2,751 | 61.8| 3,688| 655
Upper-income 339 | 299 | 63818 329 297 | 311| 61401| 356 584 | 131 739 | 131

Totals 1,135 | 100.0 | 194,162 | 100.0 953 | 100.0 | 172,535 | 100.0 | 4,451 | 100.0 | 5628 | 100.0

(1) A small business loan has an original amount of $1 million or less.
(2) Aggregate lending data includes the small business loans of all lenders in the Madison assessment area who report such information. M&| Bank
of Southern Wisconsin's small business loans have been excluded from these aggregate totals.

Theinformation in Table 9 illudtrates that the bank’ s lending to small businesses in low- and moderate-
income census tracts in the Madison assessment areais very strong. The bank has made a higher
percentage of its 1998 and 1999 new loan originations in low-income census tracts compared to the
aggregate of dl lenders, based on the number of loans made. The dollar amount of bank lending in low-
income census tracts reflects an even stronger performance by the bank in making such loansin low-
income census tracts. The bank’s origination of small business|oans in moderate-income census tracts
in the Madison assessment area, measured in both numbers and dollar amount, is generally consstent
with lending percentages of the aggregate of al lendersin both years. The information in Table 9 reveds
another important factor in considering the bank’ s lending performance, which is that the bank has
originated over $101 million in smdl business loans in low- and moderate-income census tracts during
1998 and 1999 combined.

The bank’ s geographic digtribution of CRA-reportable smal business lending in the Madison
assessment areais very strong.
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Borrower Characteristics

The anadyses of the bank’s HM DA -reportable and CRA-reportable lending activities, which were
prepared by andysts a the bank’ s parent company, were dso utilized in the evauation of the bank’s
lending based on the borrowers characteristics. This evauation considers the income of consumers,
the gross annud revenues of smdl business and smdl farm borrowers, and the sze of small business and
amal farm loans. Consumer income classifications include low-, moderate-, middle- and upper-income
categories based on each borrower’ s annua income in relation to the median family income of the
assessment areain which they resde. These income categories are defined as follows:

* Low-income— less than 50% of the median family income of the area

*  Moderae-income — 50% to less than 80% of the median family income of the area
* Middle-income— 80% to less than 120% of the median family income of the area

*  Upper-income— 120% or more of the median family income of the area.

A smdl businessloan is defined as a commercid loan with an origind amount of $1 million or less and a
amdl farm loan is defined as an agricultura loan with an origina amount of $500,000 or less. The gross
annud revenues, if known, of smadl business and small farm borrowers are dso included in the CRA-
LAR. Thisprovides the opportunity for additiona andyss and evauation of the bank’s smdl business
and smdl farm lending, with emphasis on lending to those smdl businesses and farms with gross annud
revenues of $1 million or less. The discussons that follow are based on these definitions.

M adison Assessment Area

HMDA-Reportable Lending

The bank’s 1998, 1999, and year-to-date 2000 HM DA -reportable loans, sorted by borrower income
classification, and comparable 1998 and 1999 lending data for al other lenders in the aggregate in the
Madison assessment area are presented in Table 10.
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Table 10
M& 1 BANK OF SOUTHERN WISCONSIN
BORROWER INCOME DISTRIBUTION ANALY SIS OF
HMDA-REPORTABLE LOANSIN THE MADISON ASSESSMENT AREA

Borrower Demo- M& | Bank of Southern Wisconsin’s HMDA L oans Aggregate L ending Data ©
Income graphic 1998 1999 2000 @ 1998 1999
Classification Data

(%) # % # % # % # % # %

Low-income 15.8 224 49 201 6.3 81 6.6 1471 56| 1,273 85
M oderate-income 19.7 725 15.8 617 19.3 274 22.2 5,743 21.6 3,769 25.2
Middle-income 28.3 1,367 29.8 995 311 341 277 9,497 35.8 5,002 334
Upper-income 36.2 2,268 495 1,388 43.3 536 435 9,826 37.0 4,930 329

Totals 100.0 4,584 100.0 3,201 100.0 1,232 100.0 | 26,537 100.0 | 14,974 | 100.0

(1) Thisisthe percentage distribution of all families in the assessment area based on their annual incomes as of the 1990 census. Those families
with incomes below the poverty level represent 4.8% of all families in this assessment area and are included in the low-income figures.
(2) Includes activity reported through June 30, 2000.

(3) Aggregate lending data includes all loan originations of all HMDA-reportable lenders in the Madison assessment area, excluding M&| Bank of
Southern Wisconsin's loan originations.

The percentages of bank HM DA -reportable lending in low- and moderate-income census tracts have
increased each period from 1998 through June 30, 2000, as shown in Table 10. These percentages are
lower than aggregate lending levels for the same periods. Nevertheless, the bank represented over 13%
of al HMDA-reportable loans made to low-income borrowers and over 12% of all HMDA-reportable
loans made to moderate-income borrowers for both 1998 and 1999 combined. This large volume of
loan originations by the bank occurred despite the presence of over gpproximately 150 other mortgage
lendersinthismarket. Thisisacdlear indication that the bank’ s performance in meeting the mortgage
loan needs of low- and moderate-income borrowers is strong even though the percentage distribution of
the bank’ s1oans by borrower income classification is less than the aggregate’ s percentages.
Furthermore, the bank’ s percentages have been trending upward.

Smadl Business and Smdl Farm Lending
The bank’s 1998 and 1999 small business and smdl farm lending data in the Madison assessment area,
sorted by loan size and borrower’s annual revenue, is detailed in Table 11.
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Table11
M& 1 BANK OF SOUTHERN WISCONSIN
ANALYSISBASED ON LOAN SIZE AND BORROWER'S REVENUE OF
SMALL BUSINESSAND SMALL FARM LOANSIN THE MADISON ASSESSMENT AREA

Original L oan Amount Small Business L oans Small Farm Loans
1998 1999 1998 1999
# $(000) # $(000) #|  $(000) # $(000)
<=$100,000 673 27,849 559 24,138 83 3,018 54 2,231
>$100,000-$250,000 243 42,355 222 39,352 28 4,789 25 4,105
>$250,000-Maximum @ 266 | 131,958 212 | 115329 7 2,769 8 2,703
Total 1,182 202,162 993 178,819 118 10,576 87 9,039
Borrower’s Annual Revenue
<=$1,000,000 850 113,832 776 103,147 110 9,219 86 8,839

(1) The maximum loan amount is $1,000,000 for small business loans and $500,000 for small farm loans.

Table 11 illudrates that the bank originates a significant volume of smdl business loans in the Madison
assessment area, having provided 2,175 loans totaling $381 million in 1998 and 1999 combined.
Approximately 57% of these loans were in amounts of $100,000 or less, which helps meet the credit
needs of the smallest businesses. In addition, 75% of the number and 57% of the dollar amount of
these 2,175 small business loans were to borrowers with revenues of $1 million or less. Thebank’s
performance in providing smdl business loans in this assessment arealis exceptiondly strong when
compared to the loan activity reported by al reporters of CRA loansin this assessment area.
Specificdly, the bank represented 27% of the number and 47% of the dollar amount of dl such loans
reported in 1998, despite the presence of 72 reporters of CRA smdl business loans in this market.
Bank lending represented over 19% of the number and amost 24% of the dollar amount of al small
business loans reported by 69 CRA-reporters in 1999.

The smdl farm loan information in Table 11 reved s that the bank has a comparatively smal volume of
such loans in the Madison assessment area. Demand is relatively low compared to smal business loan
activity because a gnificant portion of Dane County is urban in nature, centered around the City of
Madison. Nevertheless, the bank has provided over $18 million in smal farm loansin 1998 and 1999,
with the mgority of the number of loans being $100,000 or lessin amount. Also, 95% of the number
and 92% of the dollar amount of smadl farm loans made by the bank were to farms with annud revenues
of $1 million or less. The $18 million in bank smdl farm lending represents over 35% of such loans
made by dl reporters of such information for both years. Thus, the bank is, in fact, very activein
provided agriculturd credit in this market and provides a Sgnificant portion of dl reported smal fam
loans.

The bank’ s CRA-reportable smdl business and smdl farm lending to businesses and farms of different
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revenue szesin the Madison assessment area, epecialy smdler entities, is very strong.

Non-M SA Assessment Area

HMDA-Reportable Lending

The bank’s 1998, 1999, and year-to-date 2000 HM DA -reportable mortgage lending is summarized in
Table 12. Aggregate lending datafor this assessment area, however, was not readily available.

Table 12
M& 1 BANK OF SOUTHERN WISCONSIN
BORROWER INCOME DISTRIBUTION ANALY SIS OF
HMDA-REPORTABLE LOANSIN THE NON-MSA ASSESSMENT AREA

Borrower Familiesin the @
Income Assessment Area @ 1998 1999 2000
Classification 4 % " % 4 % 4 %
Low-income 6,004 16.9 39 53 37 7.7 8 49
Moderate-income 7,219 20.3 110 14.9 82 17.2 25 154
Middle-income 9,383 26.4 235 319 139 29.1 45 27.8
Upper-income 12,939 36.4 353 47.9 220 46.0 84 51.9
Totals 35,545 100.0 737 100.0 478 100.0 162 100.0

(1) Thisinformation is according to the 1990 census. Those families with incomes below the poverty level represent 8.0% of all familiesin this
assessment area, and are included in the low-income figures.
(2) Includes activity reported through June 30, 2000.

The information in Table 12 indicates that the bank’ s lending to low- and moderate-income borrowers,
as a percentage of al HMDA-reportable loans made each year, islower than the percentage
digtribution of such familiesin the assessment area. Thisis not unusud, however, since low- and
moderate-income individuals and families often have difficulties in saving for adown payment. In
addition, 8% of the families in this assessment area have an annud income that is below the poverty
level. Familiesin this Stuation are even less likely unlikely to be homeowners due to their very low-
income. Housing prices that increase a afagter rate than family income, such as that noted in Sauk and
lowa counties in this non-MSA assessment area, create declining opportunities for homeownership by
low- and moderate-income families. The bank’s HMDA -reportable loan activity, as shown in Table
12, reved s that 20% to 25% of its lending isto low- and moderate-income borrowers, which issimilar
to the percentages noted in the Madison assessment area. This andysis indicates a strong performance
level by the bank in this assessment area.

Smadl Business and Smdl Farm Lending

The bank provides equa amounts of smdl business and small farm loans, measured in dollars funded, in
the non-M SA assessment area each year, dthough the number of small farm loans made is much greater
than smdl business loans made. Table 13 summarizes the bank’s 1998 and 1999 smdl business and
gmadl farm lending in the non-MSA assessment area,
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Table 13
M& 1 BANK OF SOUTHERN WISCONSIN
ANALYSISBASED ON LOAN SIZE AND BORROWER’S REVENUE
SMALL BUSINESSAND SMALL FARM LOANSIN THE NON-M SA ASSESSMENT AREA

Original Loan Amount Small Business L oans Small Farm Loans

1998 1999 1998 1999

#| $(000) #| $(000) #| $(000) #| $(000)
<=$100,000 272 8,740 176 5,522 909 | 21,164 436 11,735
>$100,000-$250,000 67 | 11,039 30 5,327 77| 11,333 58 9,117
>$250,000-Maximum @ 47 | 20,627 34| 16,145 21| 7473 18| 6,275

Total 386 | 40,406 240 | 26,994 1,007 | 39,970 512 | 27,127

Borrower’s Annual Revenue
<=$1,000,000 324 | 26,085 211 | 15,368 1,001 | 39,506 511 | 27,125

(1) The maximum loan amount is $1 million for small business loans and $500,000 for small farm loans.

Further analysis of the information in Table 13 reveds that gpproximately 72% of the small business
loans and 89% of the small farm loans were in amounts of $100,000 or less, where the credit needs of
the smallest businesses and farmsis strong.  Furthermore, over 85% of the smal business loans and
99% of smdl farm loans were made to borrowers with annud revenues of $1 million or less. The
volume of smdl business and small farm loans reported by the bank in 1999 is significantly lower than
was reported in 1998. There are two reasons for this decrease. Firgt, the bank sold three branchesin
May-July 1999, reducing the number of branches that accept loan gpplications in this assessment area
from nineto six locations. Second, the reduction in the number of small farm loans was partidly aresult
of agenerd change by the bank to using lines of credit and longer term notes instead of individua short-
term loans to meet the farmers’ credit needs. A community representative contacted during the
examination stated that the bank is not a significant agricultural lender in lowa and Sauk counties due to
strong competition from Farm Credit Services and loca banks. The community representative noted,
however, that the bank was a dominant agricultural lender in Richland and Grant counties. The bank
has, nonetheless, provided over $67 million in smal business loans and an dmost identica amount of
gmal farm loansin this assessment areain 1998 and 1999 combined.

Another indication of the bank’ s performance in meeting the smal business and smal farm credit needs
in this assessment areaisits |oan volumein relation to aggregate lending volume by al reporters of such
loans. The bank’s 1998 and 1999 small business loans represented 30% and 15%, respectively, of the
number of loans and 41% and 29%, respectively, of the dollar amount of loans reported in the
aggregate. The percentages for smal farm lending are even higher. The bank’s 1998 and 1999 small
farm loans represent 58% and 42%, respectively, of the number of loans and 62% and 52%,
respectively, of the dollar amount of the loans reported in the aggregate. It should be noted that the
aggregate smdl business and smal farm |loan activity reported under CRA regulations does not
represent al loans of this nature that are made in an area Snce smdl indtitutions are exempt the
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regulation’ s reporting requirements. Neverthdess, the bank’s smdl business and small farm loan volume
in reation to the loans that were reported in the aggregate is sgnificant.

The bank’ s performance in the non-MSA assessment areain providing small business and smdl farm
loans to businesses and farms of different revenue Szes, especidly smdler entities, isvery strong.

Innovative or Flexible L ending Practices

The bank’ s credit products include a variety of loans and lines of credit that are designed to meet the
needs of consumers, commercia borrowers, farmers, and other entities. Additiona closed-end
mortgage loan products are made available through M&1 Mortgage Corp. Loan originations made
through this affiliate based on gpplicants referred from the bank totaed 4,193 loans for over $575
million during the period January 1, 1998 through June 30, 2000. The bank participates in a number of
government-assisted and other speciaty loan products designed to help low- and moderate-income
borrowers and businesses and farms access credit that they might not otherwise be able to obtain.
These loans are included in the preceding analyses of HM DA -reportable loans and CRA-reportable
amall busness and small farm loans. These programs and related |oan activity merit specid mention
snce they reflect the bank’ s willingness to utilize flexible lending guiddines to help meet the credit needs
of the community.

Neighborhood Home Loan Program (NHLP).  ThisM&| Bank loan product offers low- and
moderate-income households access to home ownership through the use of favorable terms on
selected mortgage loan products. Terms include a 3%-5% down payment, awaiver of the private
mortgage insurance requirement, and no cash reserves. The bank has originated 746 loans totaing
$74.6 million under this program since January 1, 1998.

WHEDA. Thebank has originated 124 |oans totaling $10.7 million since January 1, 1998 under
WHEDA'’s“HOME” loan program for firgt-time homebuyers and 73 loans totaling $1.5 million
under its“CROP’ program for farmers.

FHA and VA. Thebank has originated 11 loans for $1.2 million and 51 loans for $6.0 million,
respectively, snce January 1, 1998 under these federally guaranteed mortgage loan programs. The
bank has originated an additiond 70 loans for $8.3 million since January 1, 1998 under the stat€’'s
VA |oan program.

ESA. Agriculturd loans originated by the bank to loca farmers under this federd agency’sloan
programs totaled 67 loans for $13.3 million since January 1, 1998.

SBA. Thebank has originated atotal of 21 loansfor $5.7 million since January 1, 1998 under two
programs offered by this federal agency to benefit small business borrowers,
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PECFA. Thebank has originated atotd of 19 loansfor $1.7 million since January 1, 1998 for
environmental cleanup purposes under this state-gponsored program.

Included in the smdll business loan andyses above are certain loans that have community devel opment
purposes as defined under the CRA regulation. These include three loans totaing $261,000 to
borrowers that provide affordable housing and two loans totaling $850,000 to borrowers that provide
community services to low- and moderate-income residents of the Madison assessment area.

Community Development L ending

The bank has been active in originating community development loans, as defined under the CRA
regulation, which have not been consdered previoudy in evauating the bank’ s performance under the
lending test. These lending transactions are congstent with one or more of the following purposes:
affordable housing or community services which benefit low- and moderate-income individuals and
families, activities that promote the revitaization or Sabilization of low- or moderate-income
geographies, and activities that promote economic devel opment through the cregtion or retention of jobs
for low- and moderate-income individuas. Table 14 provides information concerning these loans.

Table 14
M& 1 BANK OF SOUTHERN WISCONSIN
COMMUNITY DEVELOPMENT LOANS

Date Amount Description

Thefollowing transactionsinvolve affordable housing in the Madison assessment area

Jan-98 210,000 | 24-unit single room occupancy (SRO) property located in alow-income census tract, for LMI @)
men.

Jun-98 266,000 | 6 rental income properties, one of which is a group home for LMI persons.

Sept-98 118,007 | 15-unit affordable housing property located in a moderate-income census tract.

Sept-98 90,000 | 3-unit property owned by alocal organization to provide housing for the homeless.

Sept-98 94,656 | 12-unit Section 17 property, a City of Madison program, which requires that at |east 70% of tenants
be LMI. Property islocated in a moderate-income census tract.

Oct-98 1,275,000 | 5 buildings totaling 72 units of affordable housing in alow-income census tract.

Oct-98 79,000 | Construction loan to renovate a property located in alow-income censustract. Borrower specializes
in providing affordable housing to LMI individuals

Nov-98 558,461 | 3 buildings with 24 units, 11 of which involve LMI tenants who receive rental subsidies.

Jan-99 80,806 | Construction loan to renovate a property located in a middle-income census tract. Borrower
specidizesin providing affordable housing to LMI individuals

Mar-99 91,000 | Construction loan to renovate a property located in a moderate-income census tract. Borrower
specidizesin providing affordable housing to LMI individuals

April-99 1,285,000 | Transaction involves aloan ($1,275,000) and aletter of credit ($1,560,662) used to purchase a 46-

1,560,662 | unit building located in a moderate-income census tract. The letter of credit supports a Community

Development Authority Bond, which requires that at least 10 tenants have incomes at or below 60%
of the median family income of the county.

May-99 65,100 | Construction loan to renovate a property located in a moderate-income census tract. Borrower
specidizesin providing affordable housing to LMI individuals
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Dec-99

1,082,041
844,000

The bank isthe lead bank for alenders' consortium that provided a $3.0 million HUD 236 first
mortgage loan and a $3.0 million second mortgage loan to acquire a 246-unit affordable housing
project. The purchase also involved a$1.5 million interest-free community development block grant
while the property retains its affordable housing status.

Dec-99

400,000

The bank is the lead bank in a$1.6 million line of credit to be used to acquire new properties by a
local organization that provides housing for the homeless.

Feb-00

2,521,000
250,000

Transaction involves aloan ($2,521,000) and aletter of credit ($250,000) to purchase and redevelop
asitein downtown Madison, a moderate-income census tract, under atax incentive financing (T1F)
package that requires that 20% of the project include affordable housing.

Total

10,870,733

Thefollowing transactionsinvolve the revitalization or stabilization of LMI censustracts and/or the creation or
retention of jobsfor LMI individualsin the M adison assessment area

Aug-98 1,505,000 | Theseloans financed the relocation and expansion of alocal business within a moderate-income
400,000 | censustract, preventing the loss of jobs for LMI individuals and helping prevent further decline of
this geography.

July-99 1,317,500 | Construction of afree standing building for amajor new tenant (Walgreens) in a strip shopping mall
located in a moderate-income geography. Helped to revitalize the area and created jobs for LMI
individuals.

Nov-99 1,176,000 | Land acquisition and construction loan for an equipment rental company in alow-income census
tract. Helped to revitalize the area and create jobs for LMI individuals.

Dec-99 5,000,000 | Construction loan to renovate a portion of a strip shopping mall in amoderate-income census tract
for anew major anchor tenant (a supermarket). Helped to revitalize the area and create jobs for LMI
individuals.

Total 9,398,500

The following transactions involve borrower s that provide community servicesfor LMI individualsin the Madison
assessment area

Dec-99 3,109,836 | Thisisaletter of credit used to collateralize a Wisconsin Health and Education Authority (WHEFA)
bond to consolidate the debt of aloca non-profit company that provides mental health and other
servicesto LMI and elderly residents of the area.

Aug-00 100,000 | Operating line of credit ($100,000) and letter of credit ($1,514,795) to a non-profit company that

1,514,795 | provides healthcare, home care, adult daycare, and other servicesto elderly of Dane County.
Majority of its funding comes from Medicaid (61%) and local governments (23%). Letter of credit
was used to support the refinancing of aland contract on the entity’ s headquarters plus new funds
for renovation.
Total 4,724,631
Total-al 24,993,864

(1) LMI isan abbreviation for the term “ low- and moderate-income.”

All of the transactions discussed in Table 14 are located in the Madison assessment area, where al of
the low- and moderate-income census tracts and over 72% of the low- and moderate-income families
in the bank’ s combined assessment area are found. The absence of any identified community
development loans in the non-M SA assessment areais not considered to be adeficiency in the bank’s
lending performance since there are avery limited number of opportunities for the bank to make such
loansin this assessment area. Furthermore, the bank’ s strong performance in making community
development loans in the Madison assessment area evidences bank management’ s positive attitude
regarding this type of lending activity. The bank made one additional community development loan for
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$411,000 in 1998 for a 20-unit affordable housing project in Crivitz, Wisconsin, which is outsde the
bank’ s combined assessment area.

CONCLUSIONS

Madison Assessment Area Lending Test Conclusion

The bank’ s performance on the lending test in the Madison assessment arealis excellent. The
geographic distribution of HM DA -reportable loans was strong and the distribution of CRA-reportable
small business |oans was very strong. The andysis of HM DA -reportable |oans based on borrower
characteristics reveded a strong performance by the bank in lending to low- and moderate-income
borrowersin the assessment area. The analysis of CRA-reportable small business loans based on loan
gze and annua revenues disclosed that the bank’ s performance was very strong. Thisis evidenced by
the fact that the bank made alarge number and dollar amount of small business loans in the assessment
areain 1998 and 1999. Furthermore, alarge percentage of these loans were in amounts of $100,000
and were made to businesses with annud revenues of $1 million or less. The bank’s smdl farm lending
andyssreveded that the volume of smal farm made by the bank is rdaively smdl in volume;, however,
thisislargely due to the urban nature of much of the assessment area. Nevertheless, the mgority of
these loans were in amounts of $100,000 or less, and over 90% of them were to borrowers with annual
revenues of $1 million or less. An important consderation in evauating the bank’ s lending performance
in this assessment areais that bank’s HM DA -reportable loans and CRA-reportable small business and
amall farm loans represent a sgnificant portion of al such loans reported in the aggregate. The bank’s
community development lending in the Madison assessment arealis outstanding, as evidenced by the fact
that the bank provided gpproximatdy $25 million in such loans and letters of credit sSince January 1,
1998. Community representatives contacted during the examination spoke favorably of the bank asa
leader in the community in many ways, including its community reinvestment activities.

Non-M SA Assessment Area Lending Test Conclusion

The bank’ s performance on the lending test in the non-M SA assessment arealis excellent. HMDA-
reportable lending activity based on the borrower’ sincome characteristics was eva uated as strong
based on the fact that approximately 20%%-25% of the total of such loans made by the bank in this
assessment areawere to low- and moderate-income borrowers. The anadyss of the bank’s small
business and smal farm lending activity based on loan Sze and borrower income reveded avery strong
performance by the bank in this assessment area. The bank originated gpproximately $67 millionin
gmadl business|oansin 1998 and 1999 combined and alike amount of smal farm loansin the same time
period. A large percentage of these loans were in amounts of $100,000 or less and an even larger
percentage was made to borrowers with revenues of $1 million or less. The bank’stota |oan volume of
amall busness and small farm loans represents a significant portion of al such loans reported by Al
reporting lendersin this assessment area. There was no community development loan activity noted in
the non-M SA assessment area, but thisis generdly due to the fact that there are rdlatively few such
opportunities here.



M& | Bank of Southern Wisconsin, M adison, Wisconsin 27

Overall Bank Lending Test Conclusion

The bank’s overal performance on the lending test is outstanding. The bank’ s lending performance in
each of its two assessment areasis excellent. Furthermore, the bank’ s loan to deposit ratio of 105.3%
at June 30, 2000 an its 10-quarter average |oan-to-deposit ratio of 95.7% since the previous
examination indicate a very strong commitment by the bank to making loans to meet the credit needs of
the community. This performance is further supported by the fact that the bank has provided its
customers with dmost 4,200 additiona |oans totaling $575 million through its effiliate, M& 1 Mortgege
Corp. since January 1, 1998. The bank’s loan portfolio at June 30, 2000 reflects the fact that the bank
isserving loans to dl mgor market segments— commercid, residentid red estate, agriculturd, and
consumer. Almost 90% of the bank’s HM DA-reportable loans and CRA-reportable small business
and smdl farm loans reviewed in this lending test performance andys's were made within the bank’s
combined assessment area. The bank has demondtrated its flexible and innovative lending practices
through the large number of government-assisted loans that it has provided since January 1, 1998.
These factors and conclusions support the overdl rating of outstanding.

INVESTMENT TEST

The bank’ s investment portfolio, donations, and grants were reviewed and discussed with bank
management to assess the bank’ s performance on the investment test. Investments were evauated
based on their responsiveness to community development needs and opportunities available within each
assessment area. Interviews with bank management and with community representatives indicate that a
reasonable number of quaified community development investment opportunities exist in the Madison
assessment area due to the presence of low- and moderate-income census tracts and the existence of
many non-profit organizations that focus on the needs of low- and moderate-income individudsin this
area. Few quaified investment opportunities, however, were noted to exist in the Non-MSA
assessment area.

The bank advanced $194,000 at a 3% interest rate in December 1999 to The Dane Fund, Inc. as part
of a$1 million capitd fund raisng effort for its community development loan fund. The loan fund makes
bel ow-market interest rate loans to non-profit groups and others for such purposes as affordable
housing, job creation, and facilities and services that benefit the disadvantaged in Dane County.

The bank maintains a continuing equity invesment of $100,000 in the Dane County Development
Corporation, Inc. since the previous examination. This company provides loans to start-up businesses
that would not be able to secure loans from traditiona sources.

The bank made a donation of $25,000 in 1999 to the Future Madison Housing Fund to support that
organization's efforts to raise $650,000 in equity capitd. These new funds will be used to acquire an
exigting 246-unit housing complex in Madison that will be renovated and returned to the community as
affordable housing.
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The bank has made charitable contributions to organizations and projects that qualify as community
development investments under CRA regulations. These contributions are summarized in Table 15.

Table15
M& | BANK OF SOUTHERN WISCONS N
QUALIFIED COMMUNITY DEVELOPMENT CONTRIBUTIONS
Assessment Area and Amount
Pur pose @
1998 1999 2000 Total
M adison:
Affordable housing for LMI? individuals $7,800 $2,853 $2,850 $13,503
Community servicesfor LMI individuals $14,213 $13,198 $13,519 $40,930
Revitalize/stabilize LM areas $1,500 $3,000 $0 $4,500
Totals for Madison assessment area $23513 $19,051 $16,369 $58,933
Non-MSA
Affordable housing for LMlindividuals $1,000 $1,000 $5,000 $7,000
Community servicesfor LMI individuals $500 $500 $500 $1,500
Totalsfor Non-MSA assessment area $1,500 $1,500 $5,500 $8,500
Totals for both assessment areas $25,013 $20,551 $21,869 $67,433
(1) Through October 2000
(2) LMl is an abbreviation for the term “ low- and moderate income.”

The bank routinely makes alarge number and dollar amount of contributions within its two assessment
areas in addition to those summarized in Table 15. These additiona contributions are not qudifying
community development contributions as defined under the CRA regulation, but they do demondtrate
the financid support that the bank provides within its two assessment areas. For example, the bank has
donated $164,250 to the United Way of Dane County from January 1, 1998 through October 31,
2000; an additiona $950 was given to the United Way Chaptersin Dodgeville (in lowa County), Grant
County, and Sauk County. The United Way digtributes the contributions it receives to avariety of
community groups, non-profit companies, and other agencies that provide socid and other servicesto
disadvantaged members of the community who are in need of assstance. Many beneficiaries of these
United Way contributions are undoubtedly low- and moderate-income individua's; however, a specific
alocation of these contributions between CRA-qudified and non-qudified activitiesis not avallable.
Examples of other recipients of the bank’s charitable contributions that reflect its support of the
community include HospiceCare, Inc., Big Brothers and Big Siters of Dane County, Boys and Girls
Club of Dane County, the YMCA and YWCA of Madison, Boy Scouts of America, American Heart
Association, American Cancer Society, American Red Cross, Easter Sed Society, and loca schools
and churches. The Madison assessment area receives a significant portion of the bank’s contributions
and investments because of the Sze of the population living there and the number of community
organizations operating in thisarea. There are, therefore, a reasonable number of investment
opportunities available to the bank in this assessment area. There are rdatively few such opportunities
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to make qudified investments in the Non-MSA assessment area in comparison.
CONCLUSIONS

Madison Assessment Area Investment Test Conclusion

The bank’ s performance on the investment test in this assessment areais consdered strong. The bank’s
new investments totaling $219,000 in The Dane Fund, Inc. and the Future Madison Housing Fund and
the gpproximately $59,000 in new qudified charitable contributions since the previous examination
indicate a continuing commitment by the bank to the community development needs of the assessment
area. The ongoing qudified investment of $100,000 in the Dane County Development Company is aso
noteworthy. The additional monetary support of loca organizations such as the United Way, dthough
not qudified investments under CRA regulations, further supports the conclusion that the bank’ s support
of the resdents of this assessment areais srong. Community representatives have spoken highly of the
bank’ s involvement in, and support of, community activities. These representatives aso noted,
however, that the favorable unemployment Statistics for the assessment area obscure the fact there are
meany individuds in the community who do not earn a“living wage’ due to high housing costs and other
cogts of living in ametropolitan arealike Madison.  Furthermore, hedlth care benefits for these
individuas are often inadequate or nonexistent. These factors indicate that there continuesto be a
sgnificant demand in this assessment area, especidly the City of Madison, for financia support of
organizations and agencies that address these needs. The bank does provide a reasonably high level of
financid support in response to these needs. The bank’ s volume of qudified investment activity in this
assessment area, however, istempered by the fact that the bank, with assets of $2.6 billion and totdl
equity capitd of $191.5 million a June 30, 2000, is the largest localy chartered bank serving the
Madison assessment area. An inditution of this Size and financia strength is expected to provide ahigh
level of monetary support to the community through investments and contributions, epecialy when
there are clearly identified needs as well as opportunities to financidly support these needs, such asare
known to exigt in Madison. The bank should continue its current level of support for these organizations
and agencies, while seeking out additiona community development investment opportunitiesin this area

Non-M SA Assessment Area | nvestment Test Conclusion

The bank’ s performance on the investment test in the Non-M SA assessment areais considered
generdly strong. There gppear to be rdatively few qudified invesment opportunities within this
assessment area because the arealis rurd in nature, with no significant population centers where such
investment initiatives are most likely to develop. Nevertheless, the bank made $7,000 in contributions
since the previous examination to two organizations that are active in providing affordable housing for
low- and moderate-income individuas in Richland and lowa counties. An additiona $1,500 was
donated to aloca fund raising activity where the proceeds are used to provide community servicesto
LMI individudsin Richland County.

Overall Bank Investment Test Conclusion
The bank’ s overdl performance on the investment test is considered high satisfactory. The bank
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provides strong monetary support through investments and contributions in the Madison assessment
areq, epecidly in the City of Madison, and the monetary support provided by the bank in the non-
MSA assessment arealis reasonablein light of the limited opportunities available there. The bank could
be providing additiona monetary support, based on its asset Sze and financid strength, to organizations
and agencies that meet the needs of local resdents for affordable housing and community servicesin the
City of Madison.

SERVICE TEST

The distribution of the bank’ s branches, its record of opening and closing branches, aternate ddivery
systems, and community development service activities were reviewed and evauated. The bank’s
products and services were also eva uated for range, accessibility, innovativeness, and responsiveness.

Retail Banking Services

The bank maintains 18 full-service branches, eight limited-service branches, and 47 ATMsin thefive
counties that comprise its combined assessment area. The bank offers awide variety of commercid,
red estate, agricultura, and consumer loan products that are supplemented by additional mortgage loan
products through M&1 Mortgage Corp. M&I Bank of Southern Wisconsin offers certain deposit and
loan products that can help meet the needs of low- and moderate-income individuas and smal business
and smdl farm owners, asfollows:

Basic checking. This product’s fegtures include no minimum balance and low monthly fees for
low volume check writers.

Small business checking. This product offers low monthly fees for smal businesses and farms,
clubs and organizations with low account activity. The small business checking with interest
account is smilar; however, the account earns interest and it is restricted to sole proprietors and
quaified non-profit organizetions.

100% home equity line of credit. Homeowners can access al of the equity in their homes a a
reasonable cost to meet their financia needs.

M& | turbo mortgage refinance. Thisis a streamlined mortgage loan that provides quick action on
certain loan refinancings a competitive rates and no gpplication points or fees.

Digribution of Branches Among Geogr aphies

Information concerning the bank’ s branch officesis detailed in Table 16.
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Table 16
M& | BANK OF SOUTHERN WISCONSIN
BANK FACILITIESAND HOURS OF OPERATION
Branch Name and Address County Hours of Operation
Census Tract/BNA -
I ncome Designation Labby Drive-Up

Cottage Grove Auto Bank @) Dane N/A M-F 7:30 am —6:00 pm
4522 Cottage Grove Road 0030.01 Saturday  9:00 am — Noon
Madison, WI 53716 Middle
Dodgeville lowa M-Th 8:30 am —4:00 pm M-F 8:00 am — 6:00 pm
302 North lowa Street 9504.00 Friday 8:30 am — 6:00 pm Saturday  8:00 am — Noon
Dodgeville, W1 53533 Middle
Fitchburg Dane M-F 9:00 am —5:00 pm M-F 7:30 am —6:00 pm
2900 Fish Hatchery Road 0014.98 Saturday  9:00 am — Noon Saturday  9:00 am — Noon
Fitchburg, W1 53713 M oder ate
Hilldale Dane M-F 9:00 am —5:00 pm N/A
401 North Segoe Road 0003.00 Saturday  9:00 am — Noon
Madison, WI 53705 Middle
Hilldale Auto Bank ® Dane N/A M-F 7:30 am — 6:00 pm
4501 Vernon Boulevard 0003.00 Saturday  9:00 am — Noon
Madison, WI 53705 Middle
Lancaster Grant M-Th 8:30 am —4:00 pm M-Th 7:30 am —5:00 pm
237 West Maple Street 9607.00 Friday 8:30 am —6:00 pm Friday 7:30 am — 6:00 pm
Lancaster, WI 53813 Middle Saturday  8:00 am — Noon
Madison East Towne Dane M-F 9:00 am —5:00 pm M-F 7:30 am —6:00 pm
4726 East Towne Boulevard 0026.02 Saturday  9:00 am — Noon Saturday  9:00 am — Noon
Madison, W1 53704 Middle
Madison High Point Dane M-F 9:00 am —5:00 pm M-F 7:30 am —6:00 pm
7801 Mineral Point Road 0004.98 Saturday  9:00 am — Noon Saturday  9:00 am — Noon
Madison, W1 53717 Middle
Madison Jamestown Dane M-F 9:00 am —5:00 pm M-F 7:30 am —6:00 pm
5250 Verona Road 0005.03 Saturday  9:00 am — Noon Saturday  9:00 am — Noon
Fitchburg, W1 53711 Middle
Madison Main Office Dane M-F 9:00 am —5:00 pm M-F 7:30 am — 6:00 pm
1 West Main Street 0017.00 Saturday  9:00 am — Noon
Madison, WI 53703 M oder ate
Madison Sherman Avenue Dane M-F 9:00 am —5:00 pm M-F 7:30 am —6:00 pm
1202 North Sherman Avenue | 0022.00 Saturday  9:00 am — Noon Saturday  8:00 am — Noon
Madison, WI 53704 M oder ate
Middleton Dane M-F 9:00 am —5:00 pm M-F 7:30 am —6:00 pm
7447 University Avenue 0110.00 Saturday  9:00 am — Noon Saturday  8:00 am — Noon
Middleton, WI 53562 Upper
Monona Grove Dane M-F 9:00 am —5:00 pm N/A
4711 Monona Drive 0103.00 Saturday  9:00 am — Noon
Madison, WI 53716 Middle
Monona Grove Auto Bank ¥ | Dane N/A M-F 7:30 am —6:00 pm
4613 Monona Drive 0103.00 Saturday  8:30 am —12:30 pm
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Table 16

M& 1 BANK OF SOUTHERN WISCONSIN
BANK FACILITIESAND HOURS OF OPERATION

Branch Name and Address County Hours of Operation

Census Tract/BNA -

I ncome Designation Labby Drive-Up
Madison, WI 53716 Middle
Oregon Dane M-F 8:30 am —5:00 pm M-F 7:00 am —7:00 pm
127 Jefferson Street 0125.00 Saturday  9:00 am — Noon Saturday  8:00 am — Noon
Oregon, WI 53575 Middle
Reedsburg Sak M _-Th 8530 am— 5.:00 pm M-F 8:90 am —6:00 pm
132 South Park Street 9510.00 Friday 8.-30 am — 6:00 pm Saturday  8:00 am — Noon
Reedsburg, WI 53959 Middle Saturday  8:30 am — Noon
Richland Center Richland M-F 8:30 am —5:00 pm N/A
108 East Court Street 9704.00 Saturday  8:30 am —Noon
Richland Center, WI 53581 Middle
Richland Center Auto Bank ® | Richland N/A M-F 8:00 am — 6:00 pm
U.S. Highway 14 East 9703.00 Saturday  8:00 am — Noon
Richland Center, WI 53581 Middle
Sauk Prairie Sauk M-F 8:30 am —5:00 pm M-F 7:30 am — 6:00 pm
615 Water Street 9507.00 Saturday  8:30 am — Noon Saturday  8:00 am — Noon
Sauk City, WI 53583 Middle
Sauk-Gammon Auto Bank Y | Dane N/A M-F 7:30 am — 6:00 pm
7001 Old Sauk Road 0002.04 Saturday  9:00 am — Noon
Madison, WI 53715 Upper
Shorewood Auto Bank Dane N/A M-F 7:30 am —6:00 pm
810 Shorewood Boulevard 0101.00 Saturday  9:00 am — Noon
Madison, WI 53705 Upper
Spring Green Sauk M-Th 8:30 am —5:00 pm
209 East Jefferson Street 9508.00 Friday 8:30 am —6:00 pm
Spring Green, WI 53588 Middle Saturday  8:30 am —Noon
Spring Green Auto Bank Sauk N/A M-F 8:00 am — 6:00 pm
259 Jefferson Street 9508.00 Saturday  8:00 am — Noon
Spring Green, WI 53588 Middle
Sun Prairie Dane M-F 9:00 am —5:00 pm M-F 7:30 am —6:00 pm
1140 West Main Street 0115.02 Saturday  9:00 am — Noon Saturday  8:30 am — Noon
Sun Prairie, WI 53590 Middle
Waunakee Dane M-F 9:00 am —5:00 pm M-F 7:30 am —6:00 pm
220 North Century Avenue 0113.00 Saturday  9:00 am — Noon Saturday  8:00 am — Noon
Waunakee, WI 53597 Middle
Westgate Auto Bank ) Dane Walk-up M-F 7:30 am —6:00 pm
5567 Odana Road 0004.98 M-F 8:00 am —1:00 pm Saturday  9:00 am — Noon
Madison, WI 53711 Middle

(1) Limited service facility (loan applications are not accepted).

N/A — Not applicable




M& | Bank of Southern Wisconsin, M adison, Wisconsin 33

The bank maintains 47 ATMsin its combined assessment areg, of which 23 are located on-dte at
branch offices. The three branches without an ATM are Reedsburg, Spring Green Auto Bank, and
Shorewood Auto Bank. All on-site ATMs are full-service machines, with the exception of the ATM in
Dodgeville, which is cash dispensing only. Four off-ste ATMsin Madison and the off-ste ATM in
Middleton are full-service machines, the remaining 19 off-ste ATMs are cash dispensing only.

Record of Opening and Closing Offices

There have been severd changes in the bank’ s branch office network since the previous examination. A
new office in Waunakee, Wisconsin was opened in April 2000. The bank’s Middleton office and
separate auto bank were consolidated in June 1999 into a new branch office, which includes a drive-up
facility, located within a city block of the previous auto bank location. The bank’s Barneveld (lowa
County) and Mt. Hope (Grant County) offices were sold in May 1999 to the Peoples State Bank
(Prairie du Chien, Wiscongn), and its office in Plain (Sauk County) was sold in July 1999 to the
Community Bank Spring Green and Plain (Spring Green, Wisconsin).  These three offices were sold
snce they were located in smal communities that were not growing and did not fit within the bank’s
future plans. The sde of these offices did not adversely affect the availability of banking servicesto the
residents of the citiesinvolved since the former branches continue to be operated by loca banks.

Alternative Systems for Delivering Retail Banking Services

The bank is an affiliate bank in the M&I family of banks that operate throughout much of Wisconsin.
All M&I banks share the following dternate ddivery sysemsfor their retal customers:

The M&I network of over 200 retail offices and over 200 ATMs may be used by any customer of
any M&I bank affiliate to conduct banking transactions without charge, including making deposits,
withdrawas, and |oan payments.

MiLineis an automated voice response system that can be accessed 24 hours each day to obtain
account information and transfer funds between accounts.

MiDirect provides around the clock access to banking representatives to inquire about deposit and
loan products and other services offered by the bank, place stop payments on checks issues, apply
for aloan, or conduct selected other banking activities.

MiWeb provides eectronic access by customers to their accounts through the use of a persona
computer. Customers may use bill payment services as well as online money management toolsin

addition to the sarvices available on MiLine.

Community Development Services
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The bank’ s management team encouragesiits directors, officers, and employees to become involved in
supporting local community organizations through volunteer activities as part of the bank’s commitment
to serving the needs of the community in as many ways as possible. Theresult of thisinitiative isthat a
number of bank personnd offer their time and talents to many community groups and organizationsin
leadership and advisory roles, including serving as directors and officers of these entities, and serving on
finance committees, loan committees, and Smilar activities. Thelist of such activitiesisfairly extensve;
however, selected examples of the bank’s community development services are asfollows:

Future Madison Housing Fund — the bank’ s president is a board member and secretary/
treasurer, and the bank president and another bank officer serve on the board of Future Madison,
Inc., its parent company

Dane County Development Corporation, Inc. —a bank officer serves on the finance committee

Commonwedlth Development Corporation (CDC) — a bank officer serves on the micro loan fund
committee of the Madison Enterprise Center, adivison of CDC

The Dane Fund — one bank officer serves on the board of directors and another one serves on the
|loan committee

Habitat for Humanity — a bank officer serves on the finance committee

Lancagter Economic Development Committee — a bank officer was a member of the technical
ass stance committee in 1998-1999

Dodgeville Revitdization Board for Economic Development — a bank officer serves as aboard
member

City of Dodgeville Economic Development Committee — a bank officer serves on this committee
Reedsburg Community Development Committee - a bank officer serves on this committee
Avoca Development Corp. —abank employee is a member of the board of directors

Savation Army —abank director serves on the board of directors

Allied Neighborhood Community Center —a senior bank officer co-chaired a capital campaign
project

Universty of Wisconsin Extenson Service —a bank officer served on a committee to establish
credit counsdling for low- and moderate-income individuals. Also, ten bank employees have been
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trained to act as qudified credit counsdors for this program

Locda chambers of commerce —anumber of bank officers sarve as officers and/or directors for
seven chambers of commerce in the combined assessment area

The bank provides Sx to eight homebuyers seminars annualy and participates in a number of Smilar
seminars and firg-time homebuyers fairs offered by other organizations, such as the Dane County
Housing Authority, in the Madison area.

CONCLUSION

Separate conclusions for each of the two assessment areas will not be provided since a significant
portion of the information utilized in eva uation the bank’ s performance on the service test is the same
for both assessment aress.

Overall Bank Conclusion on the Service Test

The bank’ s performance under the service test is considered high satisfactory. The bank offersa
variety of deposit and loan products to meet the needs of the residents, businesses, farms, and other
entitiesin its combined assessment area. The bank offers anumber of branch offices, which are open
and accessible at reasonable times for customers to conduct their financia activities. Alternate delivery
systems, including over 200 ATMs in the M&1 bank family, are available for customers to conduct
selected banking activities 24 hours per day. Community development activities are strong. The closing
of three branches did not adversely affect the residents of the areas served by these locations since the
branches were sold to other financid inditutions.

GENERAL

The bank isin compliance with the substantive portions of antidiscrimination laws and reguletions,
including the Equa Credit Opportunity and Fair Housing Acts. A sgnificant portion of consumer loan
underwriting has been centralized, which has been reviewed in a separate examination of centralized
loan underwriting functions. The bank has developed standards, policies, and practicesin compliance
with the regulations and has gpplied them in a consstent manner.  Interviews with community
representatives revealed no evidence of prohibited discriminatory lending activity.



