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PART I.
ITEM 1.
BUSINESS
A. GENERAL DESCRIPTION

Heartland Financial USA, Inc. ("Heartland"), reingorated in the state of Delaware in 1993, is airbank holding
company registered under the Bank Holding CompartyoA1956, as amended ("BHCA"). Heartland has sdank
subsidiaries in the states of lowa, Wisconsimdiis, New Mexico, and Arizona (collectively, thediik
Subsidiaries”). All seven Bank Subsidiaries are iners of the Federal Deposit Insurance CorporatieBIC").
Dubuque Bank and Trust Company, Dubuque, lowaFarsti Community Bank, Keokuk, lowa are charteredenthe
laws of the State of lowa. Dubuque Bank and Trush@any has two wholly-owned subsidiaries: DB&T Ir@ssce,
Inc., a multi-line insurance agency and DB&T Comitybevelopment Corp., majority owner of a seniouking
project. Galena State Bank and Trust Company, @aléimois, and Riverside Community Bank, Rockfplitinois,
are chartered under the laws of the State of IBin&/isconsin Community Bank, Cottage Grove, Wistonis
chartered under the laws of the State of Wiscoasthhas two subsidiaries, DBT Investment Corponatm
investment management company; and WCB Mortgag€, laLmortgage banking company. New Mexico Bank &
Trust, Albugquerque, New Mexico, is chartered urttierlaws of the state of New Mexico. Arizona BanK &ust,
Mesa, Arizona, is chartered under the laws of taef Arizona. The Bank Subsidiaries operate &¥img locations
in lowa, lllinois, Wisconsin and New Mexico. Duritige first quarter of 2004, Heartland entered anicagreement to
acquire a bank in Montana that has eight locatibliesrtland has eight ndrenk subsidiaries. Citizens Finance Co.
consumer finance company. ULTEA, Inc. is a fleeslag company headquartered in Madison, Wiscohkartland
Capital Trust I, Heartland Statutory Trust Il, Hiemd Capital Trust Il, and Heartland Statutory Strlil are special
purpose trust subsidiaries of Heartland formedHerpurpose of the offering of cumulative capiedwwities. HTLF
Capital Corp. is an investment banking firm speziiad) in taxable and tax-exempt municipal finanaghweffices in
Denver, Colorado, and Kansas City, Missouri. HaadlCommunity Development Corp. is a certified camity
development entity with accountability to low-incermommunities in the Dubuque, lowa, service ardieofA
Heartland’s subsidiaries are wholly-owned, exceptrizona Bank & Trust, of which Heartland ownegP8 of the
capital stock on December 31, 2003, and WCB MokgagC, of which Heartland owned 55% of the capitaick on
December 31, 2003.

The Bank Subsidiaries provide full service retaihking within Dubuque and Lee Counties in lowajwitJo
Daviess, Hancock and Winnebago Counties in lllineghin Dane, Green, Sheboygan and Brown Couities
Wisconsin; Bernalillo, Curry and Santa Fe Counitieew Mexico; and Maricopa County in Arizona. Dsjto
products include checking and other demand deposdunts, NOW accounts, savings accounts, monekeir



accounts, certificates of deposit, individual mtikent accounts and other time deposits. The dspngiie Bank
Subsidiaries are insured by the FDIC to the fuleakpermitted by law. Loans include commercial anatlistrial,
agricultural, real estate mortgage, consumer, heqody, credit cards and lines of credit. Otherduets and services
include VISA debit cards, automatic teller machjrezde deposit boxes and trust services. The pahskervice of the
Bank Subsidiaries consists of making loans to mssias and individuals. These loans are made affibes of the
Bank Subsidiaries. The Bank Subsidiaries also engagctivities that are closely related to bankingluding
investment brokerage.

Operating Strategy

Heartland’s operating strategy is based upon a aamtynbanking model with three major components:
1. Develop strong community banks:

Establish community bank names and images

Encourage community involvement and leadership

Maintain active boards of directors chosen fromitioal community
Retain local presidents and decision-making

2. Provide resources for revenue enhancement:

e Develop and implement a wide array of financialdqucts and services for all Bank Subsidiaries

e Improve Bank Subsidiary funding costs by reduciighbr-cost certificates of deposit; increasingpleecentage of lower-cost
transaction accounts such as checking, savingsnangy market accounts; emphasizing relationshifiihgrand capitalizing on
cross-selling opportunities

e Emphasize greater use of non-traditional sourcéscoime, including trust and investment servicesyiance, consumer finance,
vehicle leasing and fleet management, and invedtbsrking

e Evaluate and acquire state-of-the-art technologgnihe expected return justifies the cost.

3. Provide customer-transparent cost savings:

Centralize back office support functions so Bankssdiaries operate as efficiently as possible

Management believes the personal and professiendte offered to customers provides an appealtegrative to
the "megabanks" resulting from mergers and acdunsitin the financial services industry. While H&ard employs a
community banking philosophy, management believearttand’s size, combined with its complete lindio@ncial
products and services, is sufficient to effectivadynpete in the respective market areas. To repraa competitive,
management also believes Heartland must managesxpad gain economies of scale by centralizing bHice
support functions. Although each of Heartland’sssdiaries operates under the direction of its owart) of directors,
Heartland has standard operating policies regarassgt/liability management, liquidity managememnigstment
management, lending policies, and deposit struchameagement.

Another component of the operating strategy isnmparage all directors, officers and employeesamtain a strong
ownership interest in Heartland. In 1996 Heartlasthblished an employee stock purchase plan. Egreiér ended
December 31, 2003, employees purchased 48,895ssimader the plan. As of December 31, 2003, empkyee
officers, and directors owned approximately 45%ieartland’s outstanding common stock.

Acquisition and Expansion Strategy

Heartland’s strategy is to increase profitabilindaliversify its market area and asset base byrekpg existing
subsidiaries and through acquisitions. Heartlandicaoally seeks and evaluates opportunities tdoistabranches,
loan production offices, or other business faeifitas a means of expanding its presence in curer®w market aree
Heartland acquires established financial servicgarozations, primarily commercial banks or thrifihen suitable
candidates are identified and acceptable busieesstnegotiated. Heartland has also formed de hawmking
institutions in locations determined to have mapaential and suitable management candidateshaitiing
expertise and a philosophy similar to Heartland’s.



Heartland has focused on markets with growth patkint the Midwest and Western regions of the UhiBates as it
evaluates expansion and acquisition opportunitiedugust 2003 Heartland and a group of investpesned Arizona
Bank & Trust, a de novo banking operation that plemopen a second location in 2004. Heartland &vwither step
toward expanding its western presence when it digngefinitive agreement in February 2004 to aejRiocky
Mountain Bancorporation, Inc. Rocky Mountain Bampmation is a $369 million entity headquartere®ilings,
Montana, with eight branch locations throughoutdtae. This transaction is expected to closeersdtond quarter
2004.

Heartland looks for opportunities outside the comityubanks and thrift categories when its boardioéctors and
management determine the opportunities will proadkesirable strategic fit without posing undu&.ria this regard,
Heartland established HTLF Capital Corp. in Apfi03. HTLF Capital is an investment banking firmttegecializes
in taxable and tax-exempt municipal finance, eitheproviding direct investment on behalf of Heamtd and its Bank
Subsidiaries or by acting as a financial advisorfeariety of municipal transactions.

Lending Activities
General

The Bank Subsidiaries provide a range of commearidiretail lending services to corporations, paghips and
individuals. These credit activities include agliatal, commercial, residential real estate andsaomer loans, as well
as loan participations and lines of credit.

The Bank Subsidiaries aggressively market thewrises to qualified lending customers. Lending @factively
solicit the business of new companies entering tharket areas as well as long-standing membeisedBank
Subsidiaries' respective business communities.udir@rofessional service, competitive pricing, ambvative
structure, the Bank Subsidiaries have been suedessittracting new lending customers. Heartlalso actively
pursues consumer lending opportunities. With corergriocations, advertising and customer commuiuoat the
Bank Subsidiaries have been successful in capitglian the credit needs of their market areas.

Commercial Loans

The Bank Subsidiaries have a strong commercial baese, with significant growth coming from Dubud@enk and
Trust Company, New Mexico Bank & Trust and WiscarSommunity Bank. Dubuque Bank and Trust Compamy, i
particular, continues to be a premier commerciadéz in the tri-state area of northeast lowa, neett Illinois and
southwest Wisconsin. The Bank Subsidiaries' areamphasis include, but are not limited to, loangholesalers,
hotel and real estate developers, manufactureildjrimicontractors, business services companiegetatlers. The
Bank Subsidiaries provide a wide range of busitmsss, including lines of credit for working capitand operational
purposes and term loans for the acquisition of@gent and real estate. Loans may be made on anuredebasis
where warranted by the overall financial conditadrihe borrower. Terms of commercial business lagarserally
range from one to five years.

Bank Subsidiaries continue to seek opportunitiesxqmand the production of loans guaranteed by gb®ernment
agencies. Wisconsin Community Bank is designateddRxeferred Lender by the U.S. Small Business Adhtnation
(SBA) . Wisconsin Community Bank is also the odgder in Wisconsin to be granted USDA Certified demstatus
for the USDA Rural Development Business and Ingusian program and was the 4th largest lenderemttion in
this program for 2002 and 2003. Management beliehegsmaking these guaranteed loans helps its tmzamunities
as well as provides Heartland with a source ofime@nd solid future lending relationships as sugresses grow
and prosper.

The primary repayment risk for commercial real &staans is the failure of the business due to @i events or
governmental regulations outside of the contrahefborrower or lender that negatively impact thteirfe cash flow
and market values of the affected properties. Istrnases, the Bank Subsidiaries have structurddferalized, and/c
obtained personal guarantees to help assure repapihese loans.

The Bank Subsidiaries’ commercial loans and lease@rimarily made based on the identified casi fibthe
borrower and secondarily on the underlying colktprovided by the borrower. Credit support prodidhy the



borrower for most of these loans and leases angrttebility of repayment is based on the liquidiatof the pledged
collateral and enforcement of a personal guaraiftagy exists. The primary repayment risks of coencral loans and
leases are that the cash flows of the borrower lmeaynpredictable, and the collateral securing theeses may
fluctuate in value.

Heartland understands the roles that sound cretlg and a common credit culture play in maintaghguality loan
portfolios. As the credit portfolios of the BanklSidiaries have continued to grow, several chahges been made
their lending departments resulting in an overatleéase in these departments’ skill levels. In 208artland utilized
the RMA Diagnostic Assessment to assess credis siild training needs for over 80 of its creditsp@anel. Specific
individualized training curriculums were establidlees a result, with training to occur throughoudf20Heartland also
assists all of the member banks’ commercial anttalgural lenders in the analysis and underwritrigredit through
its staff in the Credit Administration Departmenhis staff continues to expand as the total loameumanagement
continue to grow.

Commercial lenders interact with their respectigarids of directors each month. Heartland alsazeslian internal
loan review function to analyze credits of the B&ubsidiaries and to provide periodic reports tordspective boart
of directors. Management has attempted to ideptidplem loans at an early date and to aggresssesi( a resolution
of these situations.

Agricultural Loans

Agricultural loans are emphasized by Dubuque Bartk Brust Company, Wisconsin Community Bank’s Monroe
banking center, and New Mexico Bank and Trust'sviSltanking offices. The projected acquisition @icRy
Mountain Bancorporation will add another Bank Sdiasly that emphasizes agricultural loans, whichrentty
comprise approximately 20% of Rocky Mountain Bapcoation’s loan portfolio.

The Bank Subsidiaries that emphasize agricultost$ do so because of their location in or aroural markets.
Dubuque Bank and Trust Company maintains its stdumne of the largest agricultural lenders instiage of lowa.
Agricultural loans remain balanced in proportioritte rest of Heartland's loan portfolio, constiigtapproximately
12% of the total loan portfolio at December 31, 200he Bank Subsidiaries have concentrated inttoeail
geographic market areas, with the majority of @ding agricultural operating and real estate ldartsistomers
located within 60 miles of their main or branchicgs. However, in markets such as Dubuque, wheegtldad’s Banl
Subsidiary is the dominant agricultural lender, agament is not averse to pursuing agricultural mestomers
outside traditional geographic boundaries.

Agricultural loans, many of which are secured bgps; machinery and real estate, are provided &mtie capital
improvements and farm operations as well as adguisiof livestock and machinery. The ability oéthorrower to
repay may be affected by many factors outside @btirrower’s control including adverse weather dors, loss of
livestock due to disease or other factors, deciimesarket prices for agricultural products, ane itmpact of
government regulations. The ultimate repaymengataltural loans is dependent upon the profitaigeration or
management of the farm property securing the loan.

The agricultural loan departments work closely vailhof their customers, including companies ardhvidual
farmers, and review the preparation of budgetscasti flow projections for the ensuing crop yearesehbudgets and
cash flow projections are monitored closely dutimg year and reviewed with the customers at laase annually.
The Bank Subsidiaries also work closely with goveental agencies, including the Farmers Home Adrmatisn, to
help agricultural customers obtain credit enhancgmpeducts such as loan guarantees or intereistasse.

Residential Real Estate Mortgage Loans

Mortgage lending remains a focal point for the B&uibsidiaries as each of them continues to budtestate lending
business. Long-term interest rates remained atrigatly low levels in 2003, and customers contohte refinance
their mortgage loans into fifteen- and thirty-yéaed rate loans. Heartland usually sells thesedaato the secondary
market but retains servicing on the majority ofddolans. Management believes that mortgage segvainsold loans
provides the Bank Subsidiaries with a relativebasly source of fee income compared to fees gedesately from
mortgage origination operations. Moreover, therbe of servicing gives the Bank Subsidiariesdpgortunity tc



maintain regular contact with mortgage loan custaime

As with agricultural and commercial loans, Heardl@mcourages the Bank Subsidiaries to participalending
programs sponsored by U.S. government agencies jukgined by market conditions. In the mortgagedmg area,
Dubuque Bank and Trust Company has taken the fetids regard. Fannie Mae recognized Dubuque BadKlaust
in 2003 for its participation in the "My Communitptogram, which is designed to help individuals boyes who
might not otherwise qualify. In 2004, Veterans Adisiration and Federal Home Administration loank e offered
in all Bank Subsidiary markets.

Consumer Lending

The Bank Subsidiaries' consumer lending departn@ntsde all types of consumer loans including methicle,
home improvement, home equity, student loans, toadds, signature loans, and small personal ciiedg. Consume
loans typically have shorter terms, lower balanb&ger yields and higher risks of default than-aoeour-family
residential mortgage loans. Consumer loan collestare dependent on the borrower’s continuing Gredistability,
and are therefore more likely to be affected byeask personal circumstances.

Citizens Finance Co. specializes in consumer lendimd currently serves the consumer credit needpmximately
4,700 customers in lowa, lllinois and Wisconsimiriis Dubuque, lowa; Madison and Appleton, Wisconand
Loves Park, lllinois offices. Citizens Finance @gically lends to borrowers with past credit prils or limited
credit histories. Heartland expects to incur a éigbvel of credit losses on Citizens Finance Gans compared to
consumer loans originated by the Bank Subsidiaries.

Trust, Investment and Insurance Services

Dubuque Bank and Trust Company, Galena State Bardt, Community Bank and Wisconsin Community Baakédn
been offering trust and investment services irnr ttesgpective communities for many years. In 200&a%a Bank and
Trust joined the list of banks offering trust ang@stment services. Currently, member bank trisstasexceed $800
million, the vast majority of which are assets une@nagement. Collectively, the Bank Subsidiarresige a full
complement of trust and investment services foividdals and corporations.

Dubuque Bank and Trust Company is nationally receghas a leading provider of socially responsitmestment
services, and it manages investment portfoliosdlbigious and other non-profit organizations lodatieroughout the
United States. Dubuque Bank and Trust Companysa leartland’s lead bank in providing daily valoat401(k)
plans and other retirement services, including Hiaaa's retirement plans for its employees. All Benk Subsidiaries
have targeted their Trust Departments as primagsafor future growth.

Heartland has formed a strategic alliance with st¥enancial Corporation to operate independenirdiges offices at
Dubuque Bank and Trust Company, Galena State Baahk eust Company, Riverside Community Bank, First
Community Bank, Wisconsin Community Bank and NewxMe Bank & Trust. Through Invest Financial
Corporation, Heartland offers a full array of intreent services including mutual funds, annuitieirement product
education savings products, brokerage serviceslogmpsponsored plans and insurance products. Aplmmline of
vehicle, property and casualty, life and disabilityurance and tafkee annuities are also offered by Heartland thinc
DB&T Insurance.

B. MARKET AREAS

Dubuque Bank and Trust Company and Heartland asgdd in Dubuque County, lowa, which encompassesiti
of Dubuque and a number of surrounding rural conitiasn Citizens Finance Co. also operates withig iiarket
area, in addition to operating offices in Madis@fisconsin; Appleton, Wisconsin; and Loves Parkndiis.

The city of Dubuque is located in northeastern lograthe Mississippi River, approximately 175 mihasst of
Chicago, lllinois, and approximately 200 miles hesist of Des Moines, lowa. It is strategically &iad at the
intersection of the state borders of lowa, lllin@ad Wisconsin. Based upon the results of the 2888us, the city of
Dubuque had a total population of approximately068,



The principal office of Heartland and Dubuque Bankl Trust Company’s main bank currently occupystme
building. Due to growth in the number of employaeboth companies, a building was acquired diresthpss the
street from Dubuque Bank and Trust Companyain office to serve as an operations centedéartland. Renovatic
of the building began in 2003 and is scheduledmnpletion in the second quarter of 2004. When detapthe
building will offer 60,000 square feet of officeasye.

In addition to its main banking office, Dubuque Ramnd Trust Company operates seven branch offatlesf which
are located in Dubuque County. In 2003, DubuquekEam Trust Company opened a temporary branchtfeci
land purchased in a strategically located intersean the rapidly growing northwest side of DubegGonstruction
of a permanent branch facility on this site is sithed for completion in the third quarter of 200#conjunction with
the opening of this new branch, a smaller branatiase proximity to the new location was closeddiidnally,
during 2003, Dubuque Bank and Trust Company redatds branch facility in Farley, lowa, to a newiynstructed
building that is more convenient for its customé&s.a subsidiary of Dubuque Bank and Trust CompBB&T
Insurance has substantially the same market ariee gmrent organization.

Galena State Bank is located in Galena, lllinoisiclv is less than five miles from the Mississipprd®, approximatel
20 miles east of Dubuque and 155 miles west of &jucGalena operates a second office in Stockilorgis. Both
offices are located in Jo Daviess County, whichapspulation of approximately 22,000, accordinghi 2000
census.

First Community Bank’s main office is in Keokukwa, which is located in the southeast corner ofdowar the
borders of lowa, Missouri, and lllinois. Due to lidgation, First Community Bank serves customeithéntri-county
region of Lee County, lowa; Hancock County, lllispand Clark County, Missouri. Lee, Hancock andiC@ounties
have populations of approximately 38,000, 20,000 8400, respectively. First Community Bank has loraach
office in Keokuk and another branch in the cityGafrthage in Hancock County, Illinois. Keokuk isiadustrial
community with a population of approximately 11,000

Riverside Community Bank is located on the northedge of Rockford, Illinois, which is approximatél5 miles
west of Chicago in Winnebago County. In additioft$amain banking office, Riverside Community Bdrds two
branch offices, all of which are located in the Webago County area. Based on the 2000 censuspuhéydhad a
population of 278,000, and the city of Rockford faagopulation of 150,000.

Wisconsin Community Bank's main office is locatedCiottage Grove, Wisconsin, which is approximatelymiles
east of Madison in Dane County. Wisconsin CommuBaynk operates two branch offices in Madison subufbe
Middleton branch was opened in 1998, and an offidétchburg was opened in a newly constructeddugf in Marck
of 2003. According to the 2000 census, Dane Cohatlya population of 427,000, and the village oft&yg Grove
had a population of 3,800. Wisconsin Community Baogdened three offices in Sheboygan, DePere ancCiaue,
Wisconsin during 1999 operating under the name t@hsin Business Bank. The Eau Claire office wisequent!
sold in the fourth quarter of 2002. The SheboygahRePere facilities are located in the northeastéisconsin
counties of Sheboygan and Brown with population$1d,000 and 227,000, respectively, according éa2(00
census. In 2003, Wisconsin Community Bank openledm production office in Minneapolis, Minnesotpgeoating
under the name of Wisconsin Business Bank. Thisefbcuses on providing government guaranteeahiimg to
businesses located in the Western region of theedi8tates. Wisconsin Community Bank also acquliedBank On
Monroe Wisconsin banking center in July of 1999 Tity of Monroe, which is approximately 50 milegithwest of
Madison, is located in Green County in south cémfigdconsin. According to the 2000 census, Monraé &
population of 11,000, and Green County had a péipnlaf 34,000.

New Mexico Bank & Trust operates five offices inavound Albuquerque, New Mexico, in Bernalillo CourBasec
upon the 2000 census, the county had a populatiBB 000, and the city had a population of 449,008 Mexico
Bank & Trust also operates five locations in thevNdexico communities of Clovis, Portales, and Me#pall located
in Curry County. Clovis is located in east cenNalv Mexico, approximately 220 miles from Albuqueegd00 miles
northwest of Lubbock, Texas, and 105 miles southaeAmarillo, Texas. Clovis had a population opapximately
33,000 according to the 2000 census, and Curry @dwad a population of 45,000. In 2003, two braaffltes were
opened in Santa Fe, which is located in Santa kmt@oSanta Fe had of a population of approximaéelp00
according to the 2000 census, and Santa Fe Coadtg population of approximately 129,000.



Arizona Bank & Trust currently operates one officéViesa, Arizona, which is located 15 miles eadPlobenix. A
second office is scheduled to open in the secoadeuof 2004 in Chandler, Arizona, which is lochte the southern
portion of metropolitan Phoenix. Both cities aredted in Maricopa County. According to the 2000stesn Mesa’s
population was 396,375; its current populationd6,833, according to the Mesa Planning Divisiona@hers curren
population is 217,736, as provided by the City bh@dler Office of Economic Development, compareii#6,581
reported in the 2000 census. The estimated popualafiMaricopa County in July 2001 was 3,029,1%@0ading to
the Arizona Department of Economic Security.

C. COMPETITION

Heartland encounters competition in all areassobitsiness pursuits. To compete effectively, dgvegtomarket base,
maintain flexibility, and keep pace with changirgpeomic and social conditions, Heartland continlotefines and
develops its products and services. The princigghods of competing in the financial services itiuare through
price, service, and convenience.

The Bank Subsidiaries' combined market area ishhigtmpetitive. Many financial institutions basedthe
communities surrounding the Bank Subsidiaries atiticompete for customers within Heartland's magket. The
Bank Subsidiaries also face competition from firmnompanies, insurance companies, mortgage conspaeieuritie
brokerage firms, money market funds, loan produatiffices, and other providers of financial sergicender the
Gramme-Leach-Bliley Act, effective in March 2000¢saties firms and insurance companies that etebecome
financial holding companies may acquire banks ahdrdinancial institutions. The Gramm-Leach-Blilagt may
significantly change the competitive environmenwinich Heartland and the Bank Subsidiaries condusiness. The
financial services industry is also likely to be@more competitive as technological advances emabte companie
to provide financial services. These technologathlances may diminish the importance of depositstjtutions and
other financial intermediaries in the transferwids between parties.

Heartland competes for loans principally throughrlinge and quality of the services it provide®rest rates, and
loan fees. Heartland believes that its l@tgnding presence in the community and personakceegphilosophy enhan
its ability to compete favorably in attracting amdaining individual and business customers. Haadtlactively solicit
depositeriented clients and competes for deposits by ioifeits customers personal attention, professisaalice anc
competitive interest rates.

D. EMPLOYEES

At December 31, 2003, Heartland employed 674 falketequivalent employees. Heartland places a hiighify on
staff development, which involves extensive tragniim a variety of areas, including customer sertaaing. New
employees are selected based upon their techkitlaland customer service capabilities. None ocaland's
employees are covered by a collective bargainimgeagent. Heartland offers a variety of employeesbes; and
management considers its employee relations txdelent.

E. INTERNET ACCESS

Heartland maintains an Internet sitenatw.htlf.com. Heartland offers its annual report on Form 1GjHarterly
reports on Form 10-Q, current reports on Form &k other reports filed or furnished pursuant tctiSe 13(a) or 15
(d) of the Exchange Act free of charge from its @b as soon as reasonably practical after me#taglectronic
filing requirements of the Securities and Excha@genmission.

F. ACCOUNTING STANDARDS

Effect of New Financial Accounting Standards—Ind@001, the Financial Accounting Standards BodrdEB")
issued Statement No. 143 (FAS 143), "AccountingAeset Retirement Obligations," which addressesdbegnition
and measurement of obligations with the retirenoémangible long-lived assets. FAS 143 was effecfianuary 1,
2003, with early adoption permitted. Heartland addg-AS 143 effective January 1, 2003, and the tamlopf the
Statement did not have a material effect on thanitmal statements.

In June 2002, the FASB issued Statement No. 14& (E4#6), "Accounting for Costs Associated with ExitDisposa



Activities," which addresses financial accountimgl aeporting of costs associated with exit or déspp@activities.
Under FAS 146, such costs will be recognized whenliability is incurred, rather than at the datéhe commitment
to an exit plan. FAS 146 is effective for exit asgbsal activities that are initiated after Decentfy 2002, with early
adoption permitted. Heartland adopted FAS 146 onag 1, 2003 and the adoption of the Statemennatidhave a
material effect on the financial statements.

In October 2002, the FASB issued Statement No.(EAB 147), "Acquisitions of Certain Financial Instions,"
which amends Statement No. 72 (FAS 72), "Accournfiingertain Acquisitions of Banking or Thrift Inttions," anc
no longer requires the separate recognition angegjutent amortization of goodwill. FAS 147 also adseRAS 144 t
include in its scope core deposit intangibles. Haad adopted FAS 147 on September 30, 2002. Aeoémber 31,
2003 and December 31, 2002, Heartland had unaradrgjaodwill in the amount of $20.2 and $16.1 millio
respectively, and unamortized core deposit preminntise amount of $2.0 million and 2.4 million, pestively. On
June 30, 2003, Heartland completed the buyoutl ahialority stockholders of New Mexico Bank & Truss agreed
upon during its formation in 1998. This transactiesulted in a $4.1 million increase in goodwilmArtization
expense related to goodwill was $1.1 million fae trear ended December 31, 2001. Amortization expexiated to
core deposit intangible assets was $404, $495 @b8 thousand for the years ended December 31, 2002, and
2001, respectively.

The table below reconciles reported earnings feryéars ended December 31, 2003, 2002 and 20Udjtosted”
earnings, which exclude goodwill amortization.

ADJUSTED EARNINGS SCHEDULE
(Dollars in thousands, except per share ¢
Year ended Year ended
December 31,December 31,

2003 2002 Year endeDecember 31, 20C
Reported Reported Reported Goodwill "Adjusted"
Earnings Earnings Earnings  Amortization  Earnings
Income from continuing operations before incomes& $ 25,85¢ $ 24,11: $ 16,65¢ $ 1,057 $ 17,71¢
Income taxe: 8,137 7,52¢ 5,53( 5,53(
Income from continuing operatiol $ 17,71¢ $ 16,59( $ 11,12¢ $ 1,057 $ 12,18¢
I I . . ——
Net income $ 17,71¢ $ 18,867 $ 11,41« $ 1,057 $ 12,47
I I NN . ———
Earnings per share before effect of change in adewy
principle $ 1.1¢ $ 1.1z $ 0.71 $ 0.07 $ 0.8t
I I NN . ———
Earnings per common she $ 11¢ $ 128 $ 0.7¢ $ 0.07 $ 0.8t
I I . . ——
Earnings per share-diluted before effect of change
accountingprinciple $ 11¢ $ 112 % 0.77 $ 0.07 $ 0.84
I I . . ——
Earnings per sha-diluted $ 1.1€ $ 1.2 $ 0.7¢ $ 0.07 $ 0.84
] ]

In June 2002, the FASB issued Statement No. 14& (E4#6), "Accounting for Costs Associated with ExiDisposal
Activities," which addresses financial accountimgl aeporting of costs associated with exit or déspp@activities.
Under FAS 146, such costs will be recognized wienliability is incurred, rather than at the dat¢he commitment
to an exit plan. FAS 146 is effective for exit asgbsal activities that are initiated after Decentils 2002, with early
adoption permitted. Heartland adopted FAS 146 onag 1, 2003 and the adoption of the Statemennaticdhave a
material effect on the financial statements.

In November of 2002, the FASB issued Interpretabian 45 (FIN 45), "Guarantor’'s Accounting and Dasure
Requirements for Guarantees, Including Indirectr@uizzes of Indebtedness of Others.” This Interpogtalescribe:



the disclosures to be made by a guarantor in mtarid annual financial statements about obligatioer certain
guarantees the guarantor has issued. It alsoiefatifat a guarantor is required to recognizehatriception of a
guarantee, a liability for the fair value of thdightion undertaken in issuing the guarantee. Tit&al recognition and
measurement provisions of FIN 45 are applicabla prospective basis to guarantees issued or modifter
December 31, 2002. Heartland adopted FIN 45 effecdtanuary 1, 2003, and the adoption of FIN 45hdichave a
material effect on the financial statements.

In January 2003, the FASB issued Interpretationdo(FIN 46), "Consolidation of Variable Interesitles " and, in
December 2003, issued Revised Interpretation NgFB% 46R), "Consolidation of Variable Interest Hiets," which
replaced FIN 46. Heartland adopted the disclostreigions of FIN 46 effective December 31, 2002. k&bruary 1,
2003, Heartland adopted the recognition and measmeof provisions of FIN 46 for variable interesttities (VIE'S)
formed after January 31, 2003, and, on Decembe2(@®13, Heartland adopted FIN 46R. Heartland hasevdy
formed variable interest entity subject to the jBimns of FIN 46. The adoption of FIN 46 and FINR4Gid not have
a material effect on the consolidated financialesteents of Heartland.

In April 2003, the FASB issued Statement No. 1483A.49), "Amendment of Statement 133 on Derivative
Instruments and Hedging Activities." FAS 149 ameRAS 133, "Accounting for Derivative Instrumentsianedging
Activities," for decisions made (1) as part of ierivatives Implementation Group process that éffety required
amendments to FAS 133, (2) in connection with o8B projects dealing with financial instrumeraad (3) in
connection with the implementation issues raiseliation to the application of the definition oflarivative, in
particular, the meaning of "an initial net investrhthat is smaller than would be required for otfyees of contracts
that would be expected to have a similar respamsbdnges in market factors,” the meaning of "ugohgy” and the
characteristics of a derivative that contains foiag components. FAS 149 is generally effectivectamtracts entered
into or modified after June 30, 2003 and for hedgelationships designated after June 30, 2003:tldad adopted
FAS 149 on July 1, 2003, and such adoption dichagt a material effect on its financial positiorresults of
operations.

In May 2003, the FASB issued Statement No. 150 (EB®), "Accounting for Certain Financial Instrumemtith
Characteristics of both Liabilities and Equity."i3 Istatement establishes standards for how anristassifies and
measures certain financial instruments with charstics of both liabilities and equity. It requsrthat an issuer
classify a financial instrument that is within gisope as a liability (or an asset in some circuntgts). Many of those
instruments were previously classified as equitysStatement was effective for financial instrutsesmtered into or
modified after May 31, 2003, and otherwise effezt@t the beginning of the first interim period megng after June
15, 2003, except for mandatory redeemable finamesatuments of nonpublic entities. On OctoberZ®)3, the FASI
voted to defer for an indefinite period the appgima of the guidance in FAS 150, to non-controllinterests that are
classified as equity in the financial statementa stibsidiary but would be classified as a liapihh the parent’s
financial statements. The adoption of the sectafrikis Statement that have not been deferred aichave a
significant impact on Heartland’s financial conditior results of operations. The section noted alloat has been
deferred indefinitely is not expected to have aificant impact on Heartland’s financial conditionresults of
operations.

G. SUPERVISION AND REGULATION
General

Financial institutions, their holding companiesd adhneir affiliates are extensively regulated unféeleral and state la
As a result, the growth and earnings performanddeafrtiand may be affected not only by managemecistbns and
general economic conditions, but also by the remuénts of federal and state statutes and by theatemns and
policies of various bank regulatory authoritiegliling the lowa Superintendent of Banking (thep&intendent”),
the lllinois Commissioner of Banks and Real Es(tte "Commissioner"), the Division of Banking okthVisconsin
Department of Financial Institutions (the "WiscanBiFI"), the New Mexico Financial Institutions Dgion

(the "New Mexico FID"), the Arizona State Bankingartment (the "Arizona Department"), the Boar&okernors
of the Federal Reserve System (the "Federal Re3exnd the Federal Deposit Insurance Corporatioa (EDIC").
Furthermore, taxation laws administered by therhi@eRevenue Service and state taxing authoritidssacurities
laws administered by the Securities and Exchangerission (the "SEC") and state securities autlesritiave an
impact on the business of Heartland. The effethefe statutes, regulations and regulatory polioi@g be significan



and cannot be predicted with a high degree of icegyta

Federal and state laws and regulations generatliycaple to financial institutions regulate, amastper things, the
scope of business, the kinds and amounts of ina¥gsnreserve requirements, capital levels relativaerations, the
nature and amount of collateral for loans, theldistament of branches, mergers and consolidatiodgfze payment
of dividends. This system of supervision and retjpaestablishes a comprehensive framework foréspective
operations of Heartland and its subsidiaries amaté&nded primarily for the protection of the FDiSsured deposits
and depositors of the Bank Subsidiaries, rathar shackholders.

The following is a summary of the material elemagitthe regulatory framework that applies to Heard and its
subsidiaries. It does not describe all of the staturegulations and regulatory policies that appdy does it restate all
of the requirements of those that are describecduih, the following is qualified in its entirety beference to
applicable law. Any change in statutes, regulatmmsegulatory policies may have a material eftacthe business

of Heartland and its subsidiaries.

Recent Regulatory Developments

National Bank Preemption. On January 7, 2004, the Office of the Comptrolfethe Currency (the "OCC") issued t
final rules that clarify the federal characterlod nhational banking system. The first rule provithes, except where
made applicable by federal law, state laws thatrobts impair or condition national banks’ ability fully exercise
their depositaking, lending and operational powers are notiegple to national banks. That rule further prositiea
the following types of state laws apply to natiobahks to the extent that they only incidentallgetfthe exercise of
national banks’ deposit-taking, lending and operatl powers: contract, criminal, taxation, tortnrg and laws
relating to certain homestead rights, rights tdembldebts, acquisitions and transfers of propanty other laws as
determined to apply to national banks by the OQt& Jecond rule affirms that, under federal lawhsime
exceptions, the OCC has exclusive visitorial authdthe power to inspect, examine, supervise aglate) with
respect to the content and conduct of activitigh@ized for national banks. These controversiEsgive national
banks, especially those that operate in multi@éest a significant competitive advantage oveesthartered banks
and are therefore likely to be challenged by irdlials and organizations that represent the insecéshdividual state
and state-chartered banks. Both the U.S. House Gibeenon Financial Services and the New York AteyriGeneral
have already initiated such challenges.

FACT Act. On December 4, 2003, President Bush signed intdHawrair and Accurate Credit Transactions Act of
2003 (the "FACT Act"), which contains numerous adraents to the Fair Credit Reporting Act relatingrtatters
including identity theft and privacy. Among its ettprovisions, the FACT Act requires financial ingions: (i) to
establish an identity theft prevention progran);tienhance the accuracy and integrity of inforamaturnished to
consumer reporting agencies; and (iii) to allowtomeers to prevent financial institution affiliateem using, for
marketing solicitation purposes, transaction arpeernce information about the customers receiv@u the financie
institution. The FACT Act also requires the feddrahking regulators, and certain other agencigs;dmulgate
regulations to implement its provisions. The vasiguovisions of the FACT Act contain different effiee dates
including March 31, 2004, for those provisionsit FACT Act that do not require significant changebusiness
procedures and December 1, 2004, for certain gitmetisions that will require significant businessgedure change

General . Heartland, as the sole stockholder of DubuquekBaud Trust Company, Galena State Bank, Riverside
Community Bank, Wisconsin Community Bank, First Goomity Bank and New Mexico Bank & Trust and the
controlling stockholder of Arizona Bank & Trust,asank holding company. As a bank holding compélegrtland i
registered with, and is subject to regulation hg, Federal Reserve under the Bank Holding Company#1956, as
amended (the "BHCA"). In accordance with FederaldRee policy, Heartland is expected to act as eceonf
financial strength to the Bank Subsidiaries andaimmit resources to support the Bank Subsidianesrcumstances
where Heartland might not otherwise do so. UndeBHCA, Heartland is subject to periodic examinatyy the
Federal Reserve. Heartland is also required tanville the Federal Reserve periodic reports of jsrations and such
additional information regarding Heartland andsitbsidiaries as the Federal Reserve may require.

Acquisitions, Activities and Change in Control. The primary purpose of a bank holding company isotatrol and
manage banks. The BHCA generally requires the ppproval of the Federal Reserve for any mergesliing a
bank holding company or any acquisition by a baslking company of another bank or bank holding canyp



Subject to certain conditions (including certaipaoigit concentration limits established by the BHCAg Federal
Reserve may allow a bank holding company to acduarks located in any state of the United Stateapproving
interstate acquisitions, the Federal Reserve gimed) to give effect to applicable state law lirtidas on the aggregate
amount of deposits that may be held by the acquisemk holding company and its insured depositosyitution
affiliates in the state in which the target banlosated (provided that those limits do not disaniate against out-of-
state depository institutions or their holding c@anigs) and state laws that require that the tér@ek have been in
existence for a minimum period of time (not to eect@ve years) before being acquired by an outtatesbank

holding company.

The BHCA generally prohibits Heartland from acquiridirect or indirect ownership or control of mdinen 5% of the
voting shares of any company that is not a bankfiexmd engaging in any business other than thataking,
managing and controlling banks or furnishing sexsito banks and their subsidiaries. This geneddlipition is
subject to a number of exceptions. The principakgxion allows bank holding companies to engagand,to own
shares of companies engaged in, certain busintsssd by the Federal Reserve to be "so closelyael® banking ..
as to be a proper incident thereto." This authavityld permit Heartland to engage in a variety aritking-related
businesses, including the operation of a thritpasumer finance company, equipment leasing aedl fle
management, a computer service bureau (includiftyae development), mortgage banking and brokerage
BHCA generally does not place territorial restoas on the domestic activities of non-bank subsileof bank
holding companies.

Additionally, bank holding companies that meetaereligibility requirements prescribed by the BH@Ad elect to
operate as financial holding companies may engaga iown shares in companies engaged in, a washgyer of
nonbanking activities, including securities andunasmce underwriting and sales, merchant bankingaagdther
activity that the Federal Reserve, in consultatuith the Secretary of the Treasury, determinesglgyilation or order
is financial in nature, incidental to any such finel activity or complementary to any such finaheictivity and does
not pose a substantial risk to the safety or soesglof depository institutions or the financialteys generally. As of
the date of this filing, Heartland has neither @apfor nor received approval to operate as a tir@molding
company.

Federal law also prohibits any person or compaomfacquiring “control” of an FDIC-insured deposytarstitution
or its holding company without prior notice to @ugpropriate federal bank regulator. "Control" iadasively
presumed to exist upon the acquisition of 25% orenod the outstanding voting securities of a bankank holding
company, but may arise under certain circumstaac&8% ownership.

Capital Requirements. Bank holding companies are required to maintainmmum levels of capital in accordance w
Federal Reserve capital adequacy guidelines. ifaldpvels fall below the minimum required levedsbank holding
company, among other things, may be denied apptowadquire or establish additional banks or nomkdausinesses.

The Federal Reserve's capital guidelines estathlssiiollowing minimum regulatory capital requirentefor bank
holding companies: (i) a risk-based requirementesged as a percentage of total assets weighteddauag to risk;
and (ii) a leverage requirement expressed as @p@ge of total assets. The risk-based requirenuarsists of a
minimum ratio of total capital to total risk-weigtt assets of 8% and a minimum ratio of Tier 1 ehpit total risk-
weighted assets of 4%. The leverage requiremersistsrof a minimum ratio of Tier 1 capital to toselsets of 3% for
the most highly rated companies, with a minimununegnent of 4% for all others. For purposes of ¢hespital
standards, Tier 1 capital consists primarily ofnp@nent stockholders' equity less intangible ags#iter than certain
loan servicing rights and purchased credit caratigriships). Total capital consists primarily oéfl capital plus
certain other debt and equity instruments thatataqonalify as Tier 1 capital and a portion of tleenpany's allowance
for loan and lease losses.

The risk-based and leverage standards describe@ @be minimum requirements. Higher capital levalsbe
required if warranted by the particular circumstor risk profiles of individual banking organipats. For example,
the Federal Reserve’s capital guidelines contermplett additional capital may be required to takegaiate account
of, among other things, interest rate risk, orribks posed by concentrations of credit, nontraddl activities or
securities trading activities. Further, any bankanganization experiencing or anticipating sigraft growth would b
expected to maintain capital ratios, including falgycapital positionsice. , Tier 1 capital less all intangible assets),
well above the minimum levels. As of December 31032 Heartland had regulatory capital in excesh@f-edera



Reserve’s minimum requirements.

Dividend Payments. Heartland’s ability to pay dividends to its shareleos may be affected by both general corporate
law considerations and policies of the Federal Resapplicable to bank holding companidss a Delaware
corporation, Heartland is subject to the limitaiai the Delaware General Corporation Law (the "GQCwhich
allows Heartland to pay dividends only out of is@us (as defined and computed in accordancetiviiprovisions ¢
the DGCL) or if Heartland has no such surplus,ajuts net profits for the fiscal year in which tdevidend is declare
and/or the preceding fiscal year. Additionally,ipigs of the Federal Reserve caution that a bafkrigpcompany
should not pay cash dividends that exceed itsnoetnne or that can only be funded in ways that wedlke bank
holding company’s financial health, such as by twing. The Federal Reserve also possesses enfartemeers
over bank holding companies and their non-bankidigyges to prevent or remedy actions that represesafe or
unsound practices or violations of applicable $s&ést@nd regulations. Among these powers is théyatmlproscribe
the payment of dividends by banks and bank holdorgpanies.

Federal Securities Regulation. Heartlands common stock is registered with the SEC undeB#wurities Act of 193¢
as amended, and the Securities Exchange Act of, B83@mended (the "Exchange Act"). Consequentlgrttdad is
subject to the information, proxy solicitation, iohar trading and other restrictions and requiremehthe SEC under
the Exchange Act.

The Bank Subsidiaries

General. Dubugque Bank and Trust Company and First CommuBatyk are lowa-chartered banks. The deposit
accounts of Dubuque Bank and Trust Company areedday the FDIC's Bank Insurance Fund ("BIF"), amal
deposit accounts of First Community Bank are indumgthe FDIC’s Savings Association Insurance F{SAIF").
As lowa-chartered banks, Dubugque Bank and Trustgamy and First Community Bank are subject to the
examination, supervision, reporting and enforcemequirements of the Superintendent, the chartexirigority for
lowa banks, and the FDIC, designated by federaldawhe primary federal regulator of state-chadt&®IC-insured
banks that, like Dubuque Bank and Trust CompanyFarsi Community Bank, are not members of the Falder
Reserve System ("non-member banks").

Galena State Bank and Riverside Community Bankllameis-chartered banks, the deposit accounts lotivare
insured by the BIF. As lllinois-chartered banks]gba State Bank and Riverside Community Bank abpgestito the
examination, supervision, reporting and enforcemequirements of the Commissioner, the charterutgaity for
lllinois banks, and the FDIC, as the primary fetleegulator of state-chartered FDIC-insured non-mernbanks.

Wisconsin Community Bank is a Wiscongihartered bank, the deposit accounts of whichremgred by the BIF. As
Wisconsin-chartered bank, Wisconsin Community Biardubject to the examination, supervision, repgrand
enforcement requirements of the Wisconsin DFI ctiertering authority for Wisconsin banks, and tBe@; as the
primary federal regulator of state-chartered FDd€ured non-member banks.

New Mexico Bank & Trust is a New Mexi-chartered bank, the deposit accounts of whichrexged by the BIF. As
a New Mexico-chartered bank, New Mexico Bank & Trigssubject to the examination, supervision, répgrand
enforcement requirements of the New Mexico FID,dhartering authority for New Mexico banks, and HAC, as
the primary federal regulator of state-charteredd~dsured non-member banks.

Arizona Bank & Trust is an Arizona-chartered bathie deposit accounts of which are insured by thiie Bk an
Arizona-chartered bank, Arizona Bank & Trust isjsgbto the examination, supervision, reporting antbrcement
requirements of the Arizona Department, the chiageaiuthority for Arizona banks, and the FDIC, las primary
federal regulator of state-chartered FDIC-insured-member banks.

Deposit Insurance. As FDIC4nsured institutions, the Bank Subsidiaries areliregl to pay deposit insurance premi
assessments to the FDIC. The FDIC has adopte#-aased assessment system under which all insegakdory
institutions are placed into one of nine categoaied assessed insurance premiums based uponebactive levels
of capital and results of supervisory evaluatidnstitutions classified as wetlapitalized (as defined by the FDIC) ¢
considered healthy pay the lowest premium whil&@tutgons that are less than adequately capital{asdiefined by
the FDIC) and considered of substantial supervisoncern pay the highest premium. Risk classificatf all insure«



institutions is made by the FDIC for each semi-ahassessment period.

During the year ended December 31, 2003, both Bsessments ranged from 0% of deposits to 0.27%pufgits. Fc
the semi-annual assessment period beginning JatudfN4, BIF assessment rates will continue tgedmm 0% of
deposits to 0.27% of deposits.

FICO Assessments.  Since 1987, a portion of the deposit insuransessmnents paid by members of the FDIC’s SAIF
has been used to cover interest payments due auts@anding obligations of the Financing Corpama{'FICO").

FICO was created in 1987 to finance the recapétbtn of the Federal Savings and Loan Insurance@ation, the
SAIF’s predecessor insurance fund. As a resuledérfal legislation enacted in 1996, beginning akotiary 1, 1997,
both SAIF members and BIF members became subj@stsiessments to cover the interest payments otaoditsg

FICO obligations until the final maturity of sucblgations in 2019. These FICO assessments ardditi@n to

amounts assessed by the FDIC for deposit insur@ng@g the year ended December 31, 2003, the FI€S@ssment
rate for BIF and SAIF members was approximatel2@®f deposits.

Supervisory Assessments. Each of the Bank Subsidiaries is required to pgesusory assessments to its respective
state banking regulator to fund the operationaf agency. In general, the amount of the assesssnegiculated on
the basis of each institution’s total assets. Oytire year ended December 31, 2003, the Bank Sabeglpaid
supervisory assessments totaling $185 thousand.

Capital Requirements. Banks are generally required to maintain capitalein excess of other businesses. The FDIC
has established the following minimum capital stadd for state-chartered insured non-member baoks, as the
Bank Subsidiaries: (i) a leverage requirement cimg of a minimum ratio of Tier 1 capital to totesets of 3% for

the most highly-rated banks with a minimum requieetof at least 4% for all others; and (ii) a risksed capital
requirement consisting of a minimum ratio of tatapital to total risk-weighted assets of 8% andrmum ratio of

Tier 1 capital to total risk-weighted assets of 4% purposes of these capital standards, the coems of Tier 1
capital and total capital are the same as thoskdiok holding companies discussed above.

The capital requirements described above are mmimaguirements. Higher capital levels will be regdiif
warranted by the particular circumstances or riskiles of individual institutions. For example gidations of the
FDIC provide that additional capital may be reqdite take adequate account of, among other thinggest rate risk
or the risks posed by concentrations of credittraalitional activities or securities trading adiies.

Further, federal law and regulations provide vasimcentives for financial institutions to maintaggulatory capital -
levels in excess of minimum regulatory requiremelRts example, a financial institution that is "Weépitalized" ma
qualify for exemptions from prior notice or applica requirements otherwise applicable to certgres of activities
and may qualify for expedited processing of otleguired notices or applications. Additionally, af¢he criteria that
determines a bank holding company’s eligibilityofmerate as a financial holding company is a requerd that all of
its financial institution subsidiaries be "well-agtized."” Under the regulations of the FDIC, imer to be "well-
capitalized" a financial institution must maintaimatio of total capital to total riskeighted assets of 10% or greate
ratio of Tier 1 capital to total risk-weighted atssef 6% or greater and a ratio of Tier 1 capibatiatal assets of 5% or
greater.

Federal law also provides the federal banking egu$ with broad power to take prompt correctivigoacto resolve
the problems of undercapitalized institutions. €xeent of the regulators' powers depends on whéltleeinstitution ir
guestion is "adequately capitalized,” "undercaji¢al,” "significantly undercapitalized” or "critilba
undercapitalized,” in each case as defined by atignl. Depending upon the capital category to whichnstitution is
assigned, the regulators' corrective powers incl(ifleequiring the institution to submit a capitaktoration plan;

(i) limiting the institution's asset growth andtecting its activities; (iii) requiring the ingtition to issue additional
capital stock (including additional voting stock)to be acquired; (iv) restricting transactionsiwesn the institution
and its affiliates; (v) restricting the interesteréhe institution may pay on deposits; (vi) ordgra new election of
directors of the institution; (vii) requiring thaénior executive officers or directors be dismisg$eid) prohibiting the
institution from accepting deposits from correspamidoanks; (ix) requiring the institution to divestrtain
subsidiaries; (x) prohibiting the payment of prpatior interest on subordinated debt; and (ximadtely, appointing a
receiver for the institution. As of December 31020(i) none of the Bank Subsidiaries was subjeet tlirective from
the FDIC to increase its capital to an amount icess of the minimum regulatory capital requiremg(i)seach of the



Bank Subsidiaries exceeded its minimum regulatapital requirements under FDIC capital adequacygejines; and
(iif) each of the Bank Subsidiaries was "well-cap#ted,” as defined by FDIC regulations.

Liability of Commonly Controlled I nstitutions. Under federal law, institutions insured by the FDh@y be liable for
any loss incurred by, or reasonably expected todared by, the FDIC in connection with the defaaflcommonly
controlled FDIC-insured depository institutionsamy assistance provided by the FDIC to commonlyrodad FDIC-
insured depository institutions in danger of defaBécause Heartland controls each of the BankiBiaoes, the Ban
Subsidiaries are commonly controlled for purpodelese provisions of federal law.

Dividend Payments. The primary source of funds for Heartland is divide from the Bank Subsidiaries. In general,
under applicable law, none of the Bank Subsidianayg pay dividends in excess of its respectiveviddd profits.

The payment of dividends by any financial instiatior its holding company is affected by the regmient to maintai
adequate capital pursuant to applicable capitaj@a®y guidelines and regulations, and a finanogtitution generall
is prohibited from paying any dividends if, follavg payment thereof, the institution would be undpitalized. As
described above, each of the Bank Subsidiarieseebeckits minimum capital requirements under applecguideline:
as of December 31, 2003. Approximately $57.1 onillwas available to be paid as dividends by thekBRrbsidiarie:
as of December 31, 2003. Notwithstanding the abditia of funds for dividends, however, the FDIC ynarohibit the
payment of any dividends by the Bank Subsidiafitise FDIC determines such payment would constémtensafe ¢
unsound practice.

Insider Transactions. The Bank Subsidiaries are subject to certain &ins imposed by federal law on extension
credit to Heartland and its subsidiaries, on inwmestts in the stock or other securities of Heartland its subsidiaries
and the acceptance of the stock or other secudtieeartland or its subsidiaries as collaterallé@ns made by the
Bank Subsidiaries. Certain limitations and repgrtiaquirements are also placed on extensions ditdrg each of the
Bank Subsidiaries to its directors and officergjitectors and officers of Heartland and its suilbsi€s, to principal
stockholders of Heartland and to "related intefasitsuch directors, officers and principal stockiess. In addition,
federal law and regulations may affect the term@uwwhich any person who is a director or officeHafartland or an
of its subsidiaries or a principal stockholder aattland may obtain credit from banks with which Bank
Subsidiaries maintain correspondent relationships.

Safety and Soundness Standards. The federal banking agencies have adopted guideliva establish operational and
managerial standards to promote the safety andds@ss of federally insured depository institutiofise guidelines
set forth standards for internal controls, inforimatsystems, internal audit systems, loan docuntientecredit
underwriting, interest rate exposure, asset groedhmpensation, fees and benefits, asset qualitgamings. In
general, the safety and soundness guidelines fpesdbe goals to be achieved in each area, andiestttution is
responsible for establishing its own procedureactieve those goals. If an institution fails to gbyrwith any of the
standards set forth in the guidelines, the ingtitis primary federal regulator may require theiinsion to submit a
plan for achieving and maintaining compliance.nfiastitution fails to submit an acceptable compta plan, or fails
in any material respect to implement a compliarlae ghat has been accepted by its primary fedetpllator, the
regulator is required to issue an order directirggihstitution to cure the deficiency. Until thdidency cited in the
regulator’s order is cured, the regulator may retstine institutions rate of growth, require the institution to in@eats
capital, restrict the rates the institution paysdeposits or require the institution to take anyoacthe regulator deems
appropriate under the circumstances. Noncompliamitethe standards established by the safety anddseess
guidelines may also constitute grounds for othéoreement action by the federal banking regulatoiduding cease
and desist orders and civil money penalty assedsmen

Branching Authority. Until 2001, an lowa-chartered bank, such as Dubi®pr&k and Trust Company or First
Community Bank, could only establish a branch effiathin the boundaries of the counties contiguousr
cornering upon, the county in which the principlaige of business of the bank was located. Furtbes law
prohibited an lowa bank from establishing new bhescin a municipality other than the municipaliywhich the
bank’s principal place of business was located, if amoliank already operated one or more offices imtheicipality
in which the branch was to be located. In 2001 )dke&a Banking Act was amended to allow lowa-chaddvanks to
establish up to three branches at any locationwa) subject to regulatory approval, in additiomty branches
established under the branching rules describedealideginning July 1, 2004, lowa-chartered bankkhei permitted
to establish any number of branches at any locatidowa, subject to regulatory approv



Federal law permits state and national banks tgeneith banks in other states subject to: (i) ratprly approval; (ii)
federal and state deposit concentration limits; @ndtate law limitations requiring the mergibgnk to have been in
existence for a minimum period of time (not to eeatdive years) prior to the merger. The establightroénew
interstate branches or the acquisition of individaranches of a bank in another state (rather themcquisition of an
out-of-state bank in its entirety) is permittedyom those few states that authorize such expansion

State and national banks are allowed to estabiighnstate branch networks through acquisitiongtoéobanks, subje
to certain conditions, including certain limitatgbon the aggregate amount of deposits that magloebly the
surviving bank and all of its insured depositorgtitution affiliates. The establishment of new state branches or
the acquisition of individual branches of a bankmother state (rather than the acquisition ofwrobstate bank in it
entirety) is allowed only if specifically authorizdy state law. The laws of lowa, Illinois, WiscandNew Mexico ani
Arizona permit interstate mergers subject to certainditions, including a condition requiring anvhy lllinois,
Wisconsin, New Mexico or Arizona bank, respectivéhyolved in an interstate merger to have beesxiatence and
continuous operation for more than five years.

State Bank I nvestments and Activities. Each of the Bank Subsidiaries generally is perwhitbtemake investments and
engage in activities directly or through subsidiaras authorized by the laws of the state undeshwihis chartered.
However, under federal law and FDIC regulations|@lihsured state banks are prohibited, subjecettam
exceptions, from making or retaining equity invesits of a type, or in an amount, that are not psitle for a
national bank. Federal law and FDIC regulations al®hibit FDIC-insured state banks and their glibsies, subject
to certain exceptions, from engaging as principalny activity that is not permitted for a natiobahk unless the ba
meets, and continues to meet, its minimum regulatapital requirements and the FDIC determineattirity would
not pose a significant risk to the deposit insueafomd of which the bank is a member. These réistmnis have not ha
and are not currently expected to have, a matengéct on the operations of the Bank Subsidiaries.

Federal Reserve System. Federal Reserve regulations, as presently in effegtire depository institutions to maintain
non-interest earning reserves against their traioseaccounts (primarily NOW and regular checkiegaunts), as
follows: for transaction accounts aggregating $4bikion or less, the reserve requirement is 3%otdl transaction
accounts; and for transaction accounts aggregatiagcess of $45.4 million, the reserve requirenieftl.164 millior
plus 10% of the aggregate amount of total transa@tccounts in excess of $45.4 million. The figedmillion of
otherwise reservable balances are exempted fromefieeve requirements. These reserve requiremenssibject to
annual adjustment by the Federal Reserve. The Babkidiaries are in compliance with the foregoeguirements.

H. GOVERNMENTAL MONETARY POLICY AND ECONOMIC CONDITIONS

Heartland’s earnings are affected by the policfeggulatory authorities, including the Federal &gs System. The
Federal Reserve System’s monetary policies havefisigntly affected the operating results of comom@rbanks in
the past and are expected to continue doing deeifuture. Changing economic and money market tiongi
prompted by the actions of monetary and fiscal @uties may cause changes in interest rates, cgditability, and
deposit levels that are beyond Heartland’s conkalure policies of the Federal Reserve Systenoémel authorities
cannot be predicted, nor can their effect on fuaaenings be predicted.

ITEM 2.
PROPERTIES
The following table is a listing of Heartland’s peipal operating facilities:

Main Facility Main Facility Number of
Name and Main Facility Address Square Footage Owned or Leased Locations

Banking Subsidiaries

Dubuque Bank and Trust Compe



1398 Central Avenue
Dubuque, 1A 5200: 59,500 Owned 8

Galena State Bank
971 Gear Street
Galena, IL 6103 18,000 Owned 3

Riverside Community Bank
6855 E. Riverside Blvd.
Rockford, IL 6011¢ 8,000 Owned 3

First Community Bank
320 Concert Street
Keokuk, IA 52632 6,000 Owned 3

Wisconsin Community Bank
580 North Main Street

Cottage Grove, WI 5352 6,000 Owned 7
New Mexico Bank & Trus

320 Gold NW Lease term

Albuquerque, NM 8710 11,400 through 200¢ 12

Arizona Bank & Trust
1331 W. Southern Avenue

Mesa, AZ 8520: 4,400 Owned 1
Main Facility
Name and Main Facility Address Owned or Leased Number of Locations

Non-Bank Subsidiaries

Citizens Finance Co.

1275 Main Street Leased from

Dubuque, 1A 5200: DB&T 4
ULTEA, Inc.

2976 Triverton Pike

Madison, WI 5371: Leasec 3

HTLF Capital Corp.
World Trade Center
1625 Broadway
Denver, CO 8020 Leasec 2

The principal office of Heartland is located in ugjnie Bank and Trust Company's main office.

ITEM 3.

LEGAL PROCEEDINGS

There are no pending legal proceedings, otherahdinary routine litigation incidental to the busgs of banking, to

which Heartland or any of its subsidiaries is ayar of which any of their property is the subjaathile the ultimate
outcome of current legal proceedings cannot beigexstiwith certainty, it is the opinion of managernthat the



resolution of these legal actions should not haneterial effect on Heartland's consolidated finalr@osition or
results of operations.

ITEM 4.

SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted during the fourth quasté&2003 to a vote of security holde

PART Il

ITEM 5.

MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED S TOCKHOLDER MATTERS

Heartland's common stock was held by approxim&6@/stockholders of record as of March 12, 2004, Feas been
guoted on the Nasdaq National Market System sinag 2003 under the symbol "HTLF."

For the periods indicated, the following table skdhe range of reported prices per share of Heaffacommon stoc
in the Nasdaqg National Market System or over-th@ater market. These quotations represent interedgaices
without retail markups, markdowns, or commissiond do not necessarily represent actual transacéind$ave been
adjusted to reflect previous stock splits.

Heartland Common Stock

Calendar Quarte High Low
2002:
First $ 9.3t $ 8.5¢
Seconc 10.0( 9.0¢
Third 10.1¢ 9.6(
Fourth 11.7¢ 10.0c¢
2003:
First $ 153 $ 11.5C
Seconc 21.5:¢ 15.2%
Third 21.2¢ 18.57
Fourth 20.6: 18.5:

Cash dividends have been declared by Heartlandeglyaduring the past two years ending DecembefB03. The
following table sets forth the cash dividends geare paid on Heartland's common stock for the pasiears as
adjusted for previous stock splits:

Calendar Quarte 2003 2002

First $ 07 $ .07
Seconc .07 .07
Third .07 .07
Fourth .07 .07

Heartland has paid dividends as set forth in thketabove. Heartland's ability to pay dividendshareholders is
largely dependent upon the dividends it receivesfthe bank subsidiaries, and the banks are subjeegulatory
limitations on the amount of cash dividends they pay. See "Business — Supervision and Regulatideartland —
Dividend Payments" and "Business — SupervisionRegulation - The Bank Subsidiaries — Dividend Paytsiefor a
more detailed description of these limitations.



Heartland has issued junior subordination debestiwreeveral private placements and one publicioffeUnder the terms of the debentures,
Heartland may be prohibited, under certain circamses, from paying dividends on shares of its comatock. None of these circumstances
currently exist.

ITEM 6.

SELECTED FINANCIAL DATA
For the years ended December 31, 2003, 2002, 2000, and 199
(Dollars in thousands, except per share data)

2003 2002 2001 2000 1999

STATEMENT OF INCOME DATA
Interest incom: $ 99,51° $ 100,01: $ 107,60¢ $ 102,53 $ 74,11¢
Interest expens 38,327 42,33: 58,62( 58,67¢ 40,83(

Net interest incom 61,19( 57,68( 48,98¢ 43,857 33,28¢
Provision for loan and lease los: 4,18: 3,558 4,25¢ 2,97¢ 2,55(
Net interest income after provisifor loan and lease loss 57,00% 54,12% 44,73 40,88: 30,73¢
Noninterest incom 36,54 30,64¢ 28,62( 25,72: 24,42¢
Noninterest expens 67,69: 60,65¢ 56,69: 52,81 43,57«
Income taxe: 8,13 7,52% 5,53( 4,211 3,23¢
Income from continuing operatiol 17,71¢ 16,59( 11,12¢ 9,57¢ 8,35z
Discontinued operation

Income (loss) from operations of discontinued bhanc

(including gain on sale of $2,60 - 3,751 46¢ 12 (210)

Income taxe: - 1,47¢ 184 5 (83
Income (loss) from discontinued operatic - 2,271 28t 7 227
Net income $ 17,71¢ $ 18,867 $ 11,41« $ 9,58¢ $ 8,22¢

PER COMMON SHARE DATA 1!

Net income- diluted 1.1¢ 1.2¢ 0.7¢ 0.6t 0.5¢
Income from continuing operations - dilutéd 1.1¢€ 1.1z 0.7¢ 0.6t 0.57
Adjusted net income - diluted 1.1€ 1.2¢ 0.8¢ 0.7¢ 0.5¢
Adjusted income from continuing operations - ditute 1.1€ 1.1z 0.84 0.7¢ 0.61
Cash dividend 0.27 0.27 0.2t 0.24 0.2:
Dividend payout ratic 23.09% 20.81% 31.1%% 36.15% 39.4%
Book value $ 9.2¢ $ 8.4C $ 737 $ 6.67 $ 6.02
Weighted average shares outstanc 14,984,47 14,687,32 14,403,78 14,442,05 14,332,79

BALANCE SHEET DATA

Investments and federal funds s $ 451,750 $ 42451 $ 34941 $ 27436 $ 213,45
Total loans and leases, net of uneatr 1,348,22 1,175,23I 1,105,20! 1,042,091 835,14¢
Allowance for loan and lease los: 18,49( 16,09: 14,66( 13,59: 10,84«
Total asset 2,018,36! 1,785,97 1,644,06. 1,466,38 1,184,14
Total deposit: 1,492,48: 1,337,98! 1,205,15! 1,101,31. 869,65¢
Long-term obligation: 173,95¢ 161,37¢ 143,78 102,85t 105,73
Stockholders' equit 140,92: 124,04: 107,09( 96,14¢ 86,57:

EARNINGS PERFORMANCE DATA

Return on average total ass 0.95% 1.1%% 0.72% 0.7(% 0.7¢%
Return on average stockholders' eq 13.4¢€ 16.4¢ 11.32 10.6¢ 9.61
Net interest margin rati? ° 3.7¢ 4.04 3.67 3.74 3.6¢4



Earnings to fixed charge
Excluding interest on depos 3.37» 3.28 2.27> 1.87» 2.18»
Including interest on deposi 1.67 1.57 1.2¢ 1.2 1.2¢

ASSET QUALITY RATIOS

Nonperforming assets to total ass 0.32% 0.2%% 0.52% 0.51% 0.1¢%
Non performing loans and leasto total loans and leas 0.41 0.3¢ 0.7: 0.6t 0.2C
Net loan and lease cha-offs to average loans and lea 0.14 0.1¢ 0.3C 0.17 0.0¢
Allowance for loan and leadosses to total loans and lea 1.3%% 1.3% 1.3%% 1.3(% 1.3(%
Allowance for loan and lease losses to nonperfogrfoans

and lease 333.1: 358.71 180.4° 201.6( 657.4¢

CAPITAL RATIOS

Average equity to average ass 7.02% 6.8% 6.471% 6.54% 8.12%
Total capital to ris-adjusted asse 12.4: 11.8¢ 10.8¢ 9.9(C 11.6¢
Tier 1 leverage 8.07 8.24 7.5% 7.28 8.8t

1 Restated to reflect the three-for-two stock sgfieated in the form of a dividend on December 2302

2 Excludes the discontinued operations of our Eair€hranch and the related gain on sale in thetfiogmarter of 2002 .

3 Excludes goodwill amortization discontinued witle #doption of FAS 142 on January 1, 2002, anddbetson of FAS 147 on
September 30, 2002.

4 Excludes goodwill amortization discontinued witle tadoption of FAS 142 on January 1, 2002, anddbetaon of FAS 147 on
September 30, 2002, and the discontinued operatdibrsir Eau Claire branch and the related gaisaie in the fourth quarter of 2002.

5 Tax equivalent using a 34% tax rate.
ITEM 7.

MANAGEMENT'S DISCUSSION AND ANALYSIS

The following presents management’s discussionaaradlysis of the consolidated financial condition a@sults of
operations of Heartland Financial USA, Inc. ("H&artl") as of the dates and for the periods indatatdis discussion
should be read in conjunction with the Selecte@hamal Data, Heartland’s Consolidated Financiatestents and the
Notes thereto and other financial data appearisgmdiere in this report. The consolidated finarstialements includ
the accounts of Heartland and its subsidiariesoAHeartland’s subsidiaries are wholly-owned exdepArizona
Bank & Trust, of which Heartland was an 86% owmerd WCB Mortgage, LLC, of which Heartland was a 55%
owner on December 31, 2003.

SAFE HARBOR STATEMENT

This report contains, and future oral and writtetesnents of Heartland and its management may ioombaward-
looking statements, within the meaning of such tertine Private Securities Litigation Reform Actkd95, with
respect to the financial condition, results of @piens, plans, objectives, future performance amirness of Heartlan
Forward-looking statements, which may be based yadiefs, expectations and assumptions of Heardand
management and on information currently availablmanagement, are generally identifiable by theofiseords sucl
as "believe", "expect”, "anticipate”, "plan”, "im@’, "estimate”, "may", "will", "would", "could", should" or other
similar expressions. Additionally, all statememtghis document, including forward-looking statertsespeak only as
of the date they are made, and Heartland undertakesligation to update any statement in light@dv information
or future events.

Heartland’s ability to predict results or the atweféect of future plans or strategies is inhenguthcertain. Factors
which could have a material adverse effect on pexations and future prospects of Heartland anslibsidiaries
include, but are not limited to, the following:

o The strength of the United States economy in géaachthe strength of the local economies in whieartland
conducts its operations which may be less favortiale expected and may result in, among other shiag
deterioration in the credit quality and value ofartanc s assets



e The economic impact of past and any future terrthi®ats and attacks, acts of war or threats teaad the
response of the United States to any such threatatacks.

o The effects of, and changes in, federal, statd@ral laws, regulations and policies affecting bagksecurities
insurance and monetary and financial matters.

o The effects of changes in interest rates (includnegeffects of changes in the rate of prepaymaitkeartlands
assets) and the policies of the Board of Goverabtise Federal Reserve System.

o The ability of Heartland to compete with other fical institutions as effectively as Heartland eutty intends
due to increases in competitive pressures in tiandial services sector.

o The inability of Heartland to obtain new customansl to retain existing customers.

o The timely development and acceptance of produtdssarvices, including products and services afffere
through alternative delivery channels such astkermet.

e Technological changes implemented by Heartlandognather parties, including third party vendors jathmay
be more difficult or more expensive than anticipate which may have unforeseen consequences tdlatehr
and its customers.

o The ability of Heartland to develop and maintaiouwse and reliable electronic systems.

o The ability of Heartland to retain key executivesl @mployees and the difficulty that Heartland reagerience
in replacing key executives and employees in agcéffe manner.

¢ Consumer spending and saving habits which may &g manner that affects Heartlamtusiness adverse

e Business combinations and the integration of aequusinesses may be more difficult or expensiaa th
expected.

e The costs, effects and outcomes of existing oréulitigation.

o Changes in accounting policies and practices, ashmadopted by state and federal regulatory ageraeid the
Financial Accounting Standards Board.

« The ability of Heartland to manage the risks asged with the foregoing as well as anticipated.

These risks and uncertainties should be consideredaluating forwardeoking statements, and undue reliance sk
not be placed on such statements. Additional infdion concerning Heartland and its business, inetudther factor
that could materially affect Heartland’s finanaiesults, is included in Heartland’s filings withet®&ecurities and
Exchange Commission.

OVERVIEW

Heartland is a diversified financial services hogdcompany providing full-service community bankthgough seven
banking subsidiaries with a total of 37 bankingalib@ns in lowa, lllinois, Wisconsin, New Mexico aAdizona.
During the first quarter of 2004, Heartland entergd an agreement to acquire a bank in Montanah#@is eight
locations. In addition, Heartland has separateidigvgs in the consumer finance, vehicle leasiagtfmanagement,
insurance and investment management businesseasladda primary strategy is to balance its focnsnzreasing
profitability with asset growth and diversificatitirough acquisitions, de novo bank formationsnbnaopenings and
expansion into non-bank subsidiary activities.

Heartland’s results of operations depend primamiynet interest income, which is the differenceMeein interest
income from interest earning assets and intergstrese on interest bearing liabilities. Nonintenesbme, whick



includes service charges, fees and gains on loants| income on operating leases and trust incaise,affects
Heartland’s results of operations. Heartland’s gipal operating expenses, aside from interest esqyaronsist of
compensation and employee benefits, occupancy @ungraent costs, depreciation on equipment underatipg
leases and provision for loan and lease losses.

Heartland has a stated goal of doubling earningsaasets every five to seven years. The year 2fjf}@sented the
fifth year of Heartland’s latest growth plan. Wédnewved our asset goal and expect to accompliskeaunings goal
very early in 2004. During the last five years, have expanded into nine new markets with severiiaek offices.
For the year ended December 31, 2003, income fartirmiing operations increased 7% to $17.7 millmen$1.16 pe
diluted share, compared to $16.6 million, or $lp&2 diluted share, in the year 2002. Total netimeavas $17.7
million, or $1.16 per diluted share, during thery2@03 compared to $18.9 million, or $1.28 pertditlshare, in the
year 2002. Return on average equity was 13.46%etnch on average assets was .95% for the year @@pared to
16.44% and 1.13%, respectively, for the year 2002. Eau Claire branch of Wisconsin Community Bankank
subsidiary of Heartland, was sold effective Decenilae 2002. The contribution of this discontinugxbation to net
income during the year 2002 was approximately $#lBon or $0.16 per diluted share, which includes $1.6
million gain on disposal during the fourth quarter.

A major contributor to improved earnings on conimguoperations during 2003 was the $5.9 milliordi®% growth in
noninterest income. Securities gains and lossekidimg impairment losses on equity securities iading account
securities gains and losses, comprised $2.0 mitifdhis increase and valuation adjustments ongage servicing
rights were responsible for $807 thousand. Exckusivthese components, noninterest income grewr$libn or
10%, primarily as a result of additional gains atesof loans. Also contributing to the improvedreags in 2003 was
the $3.5 million or 6% increase in net interestgmarThis additional net interest income resultexrf growth in
earnings assets and a reduction in the balancasedtin fed funds and other short-term investmekitsrage earning
assets from continuing operations grew from $1i8ibn during the year 2002 to $1.671 billion cugithe year
2003, a $204.2 million or 14% increase. Noninteeggiense increased $7.0 million or 12% during 208fective of
increased costs related to the opening of offiogle last twelve months in Santa Fe, New Mexidtchburg,
Wisconsin; and Mesa, Arizona as well as the foromatif HTLF Capital Corp., an investment bankingnfir
headquartered in Denver, Colorado.

At December 31, 2003, Heartland was extremely plgés have reached another milestone as totakasseteded $2
billion. Total assets grew $232.4 million or 13%c® year-end 2002 despite a difficult economic mmment,
evidencing Heartland’commitment to growing strong customer relatiopshiNet loans and leases were $1.330 b
and deposits were $1.492 billion at the end of 2@@3ncrease of 15% and 12%, respectively, sieee-gnd 2002.

The year 2002 was the third consecutive year Heattivas able to record douldait growth in earnings. Net incor
increased $7.5 million or 65% when compared to 2&&turn on common equity was 16.44% and returassets
was 1.13%. Exclusive of the Eau Claire branch, imedrom continuing operations totaled $16.6 million$1.12 on
diluted per common share basis, compared to $1illibrmor $.76 on a diluted per common share hakising 2001,
an increase of $5.5 million or 49%. The Eau Clan@nch sale allowed Heartland to redirect assetsaidkets where
the assets were more productively and profitablpleyed.

The largest contributor to the improved earningsmdu2002 was net interest income, which grew $8illion or 18%.
Average earning assets from continuing operatioss from $1.363 billion during 2001 to $1.467 bitliduring 2002,
a change of $103.2 million or 8%. Additionally, moterest income experienced a $2.9 million or 10¢sease,
exclusive of securities gains and losses, includimgairment losses on equity securities and tradowpunt securities
gains and losses, and valuation adjustments orgagetservicing rights. In addition to gains on sdll®ans, the othe
noninterest income category to reflect significamprovement was service charges and fees. Nongitexpense was
held to a $4.0 million or 7% increase.

Heartland’s adoption of the provisions of Staten@rifinancial Accounting Standards ("FAS") No. 14G@podwill
and Other Intangible Assets," on January 1, 2082pdtinued the amortization of $9.5 million in umartized
goodwill. Heartland’s adoption of the provisionsFAS No. 147, "Acquisitions of Certain Financiastitutions,” on
September 30, 2002, discontinued the amortizatié@®® million in unamortized other intangiblesroetctively to
January 1, 2002. The amount of amortization expess@ded during 2001 on this goodwill and othéamgibles was
$1.1 million, or $.08 on a diluted per common sHzasis.



During the year 2002, total assets grew $142 miltio 9% since year-end 2001 and the majority &f ghowth
occurred during the last half of the year. Loans leases were $1.175 billion and deposits were3glbdlion at the
end of 2002, an increase of 6% and 11%, respegtiseice year-end 2001.

CRITICAL ACCOUNTING POLICIES

The process utilized by Heartland to estimate tlegaacy of the allowance for loan and lease lassesnsidered a
critical accounting practice for Heartland. Thealance for loan and lease losses represents mareagemstimate ¢
identified and unidentified losses in the existiogn portfolio. Thus, the accuracy of this estimadald have a
material impact on Heartland’s earnings. The adegoathe allowance for loan and lease lossestisraened using
factors that include the overall composition of kb&n portfolio, general economic conditions, typékans, past loss
experience, loan delinquencies, and potential andsird and doubtful credits. The adequacy of tleevahce for loan
and lease losses is monitored on an ongoing bgdledoan review staff, senior management and#émdks’boards o
directors. Factors considered by the allowance ctteenincluded the following:

o Heartland has continued to experience growth inencomplex commercial loans as compared to relgtivel
lower-risk residential real estate loans.

¢ The nation has continued in a period of econonuwgbwn.

o During the last several years, Heartland has eshteee/ markets in which it had little or no previdesding
experience.

There can be no assurances that the allowancednrdnd lease losses will be adequate to covkrsakes, but
management believes that the allowance for loareas® losses was adequate at December 31, 200i8. Wh
management uses available information to providéofn and lease losses, the ultimate collectybdita substantial
portion of the loan portfolio and the need for fetadditions to the allowance will be based on glkearin economic
conditions. Even though there have been variousfjemerging strength in the economy, it is motasn that this
strength will be sustainable. Should the econoriimicate further deteriorate, borrowers may expereditficulty, and
the level of nonperforming loans, charge-offs, detinquencies could rise and require further ineesan the
provision for loan and lease losses. In additi@mous regulatory agencies, as an integral patief examination
process, periodically review the allowance for laza lease losses carried by the Heartland subsislissuch
agencies may require Heartland to make additiormligions to the allowance based upon their judgrabout
information available to them at the time of themaminations.

The table below estimates the theoretical rangb@2003 allowance outcomes and related changa®wsion
expense assuming either a reasonably possiblaatatern in loan credit quality or a reasonably gibke improvemer
in loan credit quality.

THEORETICAL RANGE OF ALLOWANCE FOR LOAN AND LEASE L OSSES
(Dollars in thousands

Allowance for loan and lease losses at Decembe?2 @13 18,49(

Assuming deterioration in credit qualil

Addition to provision 1,53¢
Resultant allowance for loan and lease lo: $ 20,02¢

Assuming improvement in credit qualit

Reduction in provisiol (86%)
Resultant allowance for loan and lease lo: $ 17,627



The assumptions underlying this sensitivity analyspresent an attempt to quantify theoretical gharthat could
occur in the total allowance for loan and leasedsgyiven various economic assumptions that caypact inherent
loss in the loan and lease portfolio as curreriyfigured. It further assumes that the general astipn of the
allowance for loans and lease losses determineddghrHeartland’s existing process and methodolegyains
relatively unchanged. It does not attempt to ena@sa@xtreme and/or prolonged economic downturissgisyc
contractions to specific industries, or systemiocsls to the financial services sector. A downward/ard migration
of the balances from the current loan grade tothe lower/higher loan grade was assumed based ideartland’s
experiences during previous periods of economicenant.

RESULTS OF OPERATIONS
NET INTEREST INCOME

Net interest income is the difference between @sieincome earned on earning assets and intergshsx paid o
interest bearing liabilities. As such, net inteiesbme is affected by changes in the volume aaltigion earning
assets and the volume and rates paid on interaghpdiabilities. Net interest margin is the ratibtax equivalent net
interest income to average earning assets.

Net interest margin from continuing operations,resged as a percentage of average earning asaet8, #8% for th
year 2003 compared to 4.04% for the year 2002eAsyield curve and relatively low interest rat$tio further
compression of Heartland’s net interest margin,rbabhagement believes its disciplined approachdetasd liability
pricing has served to mitigate the effects of mapyessure to a significant degree. Even thoughageeearning asse
increased 14% during the year, net interest mavgmadversely affected by accelerated prepaymeii®imortgage-
backed securities portfolio. Also, net interest gnawas impacted by the negative carrying costs@ated with the
completion of a private placement offering of $2tillion of 8.25% cumulative capital securities lgan the fourth
guarter of 2003. The proceeds from this offerintj @ used for future acquisitions or the retiretngidebt. Interest
income as a percentage of average earning asset$ram 6.93% during 2002 to 6.09% during 2003ealithe of 84
basis points. On the liability side of the balasheet, management continued to look for opporesitv lock in some
funding in three- to five-year maturities as ratese at historical low levels. Interest expensa psrcentage of
average earning assets went from 2.89% during 80@29% for 2003, a decline of 60 basis points.

Net interest margin from continuing operations,resged as a percentage of average earning asaetd,®% for th
year 2002 compared to 3.67% for the year 2001.Myu2D02, management was more successful in theatitin of
floors on its commercial loan portfolio to minimiee effect downward rates have on interest incdfmates begin to
edge upward, Heartland will not see a corresponihiaggase in its interest income until rates haveed above the
floors in place on these loans. Interest incoma psrcentage of average earning assets went f@rf/during 2001
to 6.93% during 2002, a decline of 104 basis po#tilitionally, on the liability side of the balamsheet, Heartland
had locked in some funding in the three- to fivesyeaturities as rates were at historical low levilterest expense
as a percentage of average earning assets wen#éf80%o during 2001 to 2.89% for 2002, a decliné4f basis
points.

Net interest incomfrom continuing operations, on a fully tax equivdlbasis, was $63.4 million during 2003
compared to $59.3 million during 2002. As the iatmrate environment continued at historical lovels,
reinvestment rates on early payments and matudfiescurities negatively affected interest incosdditionally,
accelerated prepayments in the mortgage-backeditsesportfolio were more significant than in theor year.
Interest income in 2003 totaled $101.7 million camgal to $101.6 million in 2002. If it had not bdenthe growth in
loans during the year, interest income would haadided further as the national prime rate wascedudrom 4.25%
to 4.00% during the second and third quarters 6B208ompared to 4.75% during the first half of 2002

Interest expense decreased $4.0 million or 9% @82@hen compared to 2002. The decline in intengstese
outpaced the decline in interest income, primadya result of the decline in rates and the mgtafihigher-rate
certificate of deposit accounts. Management coesrio focus efforts on improving the mix of its dlimy sources to
minimize its interest costs.

Net interest income from continuing operationsadually tax equivalent basis, was $59.3 million &%d.1 million foi
2002 and 2001, respectively, an increase of 18%9200L. This increase was the largest contributdinécdouble-digit
growth in earnings experienced during the yearvaasl primarily attributable to the growth in earnegsets and the
ability to drive interest costs down faster tha@ tlorresponding decrease in interest income. Agegagning assets

from continuing operations grew $103.2 million &6 &uring 2002



On January 29, 2004, the Federal Open Market Carenitecided to keep its target for the federal $uadge at 1.009
the lowest target interest rate on overnight Idaetsveen banks since 1961. Correspondingly, natjomale remained
at 4.00%. The continuation of these historically ioterest rates may have a negative impact ontldedrs net

interest margin. Even though many of Heartlandatihg rate commercial loans have floors in pléeere will be
pressure to lower these floors or refinance todfisate products. Additionally, the rates paid opafit products have
been driven to significantly low levels during tbast year and, in many cases, there is little ramlower these rates

further.

The following table sets forth certain informati@tating to Heartland’s average consolidated baaheets and
reflects the yield on average earning assets anddst of average interest bearing liabilitiesthar years indicated.
Dividing income or expense by the average balahessets or liabilities derives such yields andsoAverage
balances are derived from daily balances, and monalkloans are included in each respective lotegoay.

ANALYSIS OF AVERAGE BALANCES, TAX EQUIVALENT YIELDS AND RATES!

For the years ended December 31, 2003, 2002, &0 20

(Dollars in thousands

EARNING ASSETS
Securities
Taxable
Nontaxablet

Total securitie:

Interest bearing depos
Federal funds sol

Loans and lease

Commercial and commercial
real estaté

Residential mortgac

Agricultural and agricultural
real estaté

Consume

Direct financing leases, n

Fees on loan
Less: allowance for loan and
lease losse

Net loans and leas
Total earning asse

NONEARNING ASSETS
Assets of discontinued
operatior

Total nonearning asse

TOTAL ASSETS

INTEREST BEARING

2003 2002 2001

Average Average Average

Balance Interest Rate Balance Interest Rate Balance Interest Rate
$ 316,11° $ 9,10C 2.88% $ 305,31! $ 13,13: 4.3(% $ 253,29( $ 14,147 5.5%

80,85¢ 5,98¢ 7.41 52,75¢ 4,177 7.92 30,90¢ 2,712 8.77
396,97! 15,08¢ 3.8C 358,07: 17,30¢ 4.8: 284,19¢ 16,85 5.9¢
7,462 174 2.3: 10,53¢ 24 2.3t 7,32(C 247 3.32
34,15¢ 35 1.04 20,83t 32z 1.5t 49,12¢ 1,981 4.0¢
793,18 48,63 6.17 665,43: 45,48( 6.87 564,26: 4477 7.9
157,00! 9,907 6.31 142,46¢ 10,51¢ 7.3¢ 191,08: 15,36+« 8.04
164,80¢ 10,81¢ 6.5¢€ 150,48! 10,94: 7.27 139,42: 11,767 8.44
124,13¢ 11,34 9.14 120,56 12,03¢ 9.9¢ 126,02 13,27¢ 10.5¢
10,54( 78C 7.4C 13,62¢ 1,037 7.61 16,57« 1,24: 7.4¢
- 4,607 - - 3,69 - - 3,197 -
(17,390 - - (15,309 - - (14,529 - -
1,232,28! 86,08: 6.9¢ 1,077,26: 83,70¢ 7.77 1,022,83! 89,62: 8.7¢
1,670,88; 101,70 6.0¢ 1,466,70. 101,58! 6.9z 1,363,48. 108,700 7.97

- 31,52¢ 31,95
202,43 - - 173,38! - - 162,90( - -

$1,873,31! $101,70( 542% $ 1,671,61- $101,58' 6.06% $ 1,558,333, $ 108,70( 6.9¢%



LIABILITIES
Interest bearing depos

Savings $ 532,020 $ 4,79 09(% $ 477,48: $ 6530 13 $ 42525t $ 11,85¢ 2.7%%
Time, $100,000 and ov 140,83: 3,72( 2.64 124,06: 4,50t 3.6: 143,31! 8,22( 5.7¢
Other time deposit 527,62 19,24t 3.6t 459,63! 20,36( 4.4: 441,32! 25,70f 5.8
Shor-term borrowings 152,42¢ 2,35( 1.54 134,94¢ 2,64: 1.9¢€ 141,53: 5,59¢ 3.9¢
Other borrowings 148,55: 8,21¢ 5.5¢ 135,36! 8,29¢ 6.13 106,26 7,23¢ 6.81
Total interest bearing
liabilities 1,501,46. 38,327 2.5t 1,331,49 42,33. 3.1¢ 1,257,69 58,62( 4.6¢€
NONINTEREST BEARING
LIABILITIES
Noninterest bearing depos 204,81: - 162,63t - 138,69« -
Liabilities of discontinued
operatior - 31,52¢ 31,95:
Accrued interest and other
liabilities 35,41¢ - 31,21: - 29,15¢ -
Total noninterest bearing
liabilities 240,22¢ 225,37! 199,79¢
STOCKHOLDERS'
EQUITY 131,62: - 114,74( - 100,83t -
TOTAL LIABILITIES AND
STOCKHOLDERS'
EQUITY $1,873,31 $ 38,327 2.05% $1,671,61. $ 42,33. 2.52% $ 1,558,33. $ 58,62( 3.7¢%
& _________§ . i B B |
Net interest incom? $ 63,37¢ $ 59,25: $ 50,08(
| | |
Net interest incomto total
earning assefs 3.7% 4.00% 3.61%
| | |
Interest bearing liabilities to
earningasset 89.8(% 90.7¢% 92.2/%
| | |

1Tax equivalent basis is calculated using an effedtix rate of 34%.

The following table allocates the changes in neetrgst income to differences in either averageruais or average
rates for earning assets and interest bearinditiabi The changes have been allocated propotetnto the change
due to volume and change due to rate. Interestnede measured on a tax equivalent basis using@t&4 rate.

ANALYSIS OF CHANGES IN NET INTEREST INCOME
(Dollars in thouands
For the Years Ended December

2003 Compared to 20( 2002 Compared to 20( 2001 Compared to 20(
Change Due t Change Due t Change Due t
Volume Rate Net Volume Rate Net Volume Rate Net
EARNING ASSETS/INTEREST
INCOME
Investment securitie
Taxable $ 465 $ (4,49)$% (403)% 290t $ (3,91% (1,01)$% 3971 % (1,659)% 2,31¢
Tar-exempt 2,22t (419 1,811 1,917 (452) 1,46¢ (20 (26) (36)
Interest bearing depos (72 ()] (74) 107 (102) 5 88 (17¢) (90)
Federal funds sol 20¢€ (173 33 (1,14) (51¢) (1,659 1,741 (671) 1,07C

Loans and least 12,04¢ (9,669 2,377  4,76¢ (10,68) (591F 594 (4,159  1,78F




TOTAL EARNING ASSETS 14,87C  (14,75Y 11¢ 8,557 (15,67)  (7,11%) 11,73 (6,68¢) 5,04¢
LIABILITIES/INTEREST
EXPENSE
Interest bearing depos
Savings 74¢€ (2,479 (1,739 1,45¢ (6,789 (5,329 1,55¢ (3,569 (2,009
Time, $100,000 and ov 60¢ (1,399 (785 (1,109 (2,611  (3,71% 2,66: (443 2,21¢
Other time deposi 3,012 4,127 (1,119 1,067 (6,412) (5,349 2,40¢ 23 2,431
Shor-term borrowings 34z (635) (293) (260)  (2,69%) (2,959 1,21¢ (2,609 (1,389
Other borrowing 80¢ (88¢) (80) 1,982 (927) 1,05t (559 (753 (1,317
TOTAL INTEREST BEARING
LIABILITIES 5,51 (9,522)  (4,00%) 3,141 (19,429 (16,289 7,281 (7,339 (58)
NET INTEREST INCOME $ 935:% (5239)% 4,12($ 541€$ 3,751 % 9,17C$ 445 % 65¢ $ 5,10¢

PROVISION FOR LOAN AND LEASE LOSSES

The allowance for loan and lease losses is estadlithrough a provision charged to expense to geown Heartland
opinion, an adequate allowance for loan and leassek. The provision for loan losses during 2008 $4a2 million
compared to $3.6 million one year ago. The lowewrjsion in 2002 resulted primarily from a $685 teand recovery
on a prior-year charge-off. ¥clusive of this third quarter recovery in 2002 tirovision for loan losses decreased
thousand or 1% during 2003. The provision for l@ses during 2002 was $4.2 million when excludirgglarge
recovery in the third quarter, a decrease of $20ghnd or .5% over the provision during 2001. Rdequacy of the
allowance for loan and lease losses is determigaddnagement using factors that include the ovecatiposition of
the loan portfolio, general economic conditionpety of loans, past loss experience, loan delingegnand potential

substandard and doubtful credits. A weak econonfiyivavitably result in increased problem loanst Beartland
expects the problems to be manageable and ofex Iesspe for Heartland than for the industry ashale: For
additional details on the specific factors consderefer to the critical accounting policies atidveance for loan and

lease losses sections of this report.

NONINTEREST INCOME
(Dollars in thousands

For the years ended December % Change
2003/ 2002/
2003 2002 2001 2002 2001
Service charges and fe $ 6,207 $ 5977 $ 4,66 4% 28%
Trust fees 3,81« 3,407 3,14¢ 12% 8%
Brokerage commissior 863 65€ 61t 31% 7%
Insurance commissiot 702 765 807 -8% -5%
Securities gains, ni 1,82: 79C 1,48¢ 131% -47%
Gain (loss) on trading account securi 452 (599 (4179) 17€% -43%
Impairment loss on equity securiti (317) (267) (773) -19% 65%
Rental income on operating lea: 13,801 14,60: 15,44¢ -5% -5%
Gains on sale of loar 6,33¢ 4,65¢ 2,73¢ 36% 70%
Valuation adjustment on mortgage servicing ric 33¢ (469 - 172% -
Other noninterest incon 2,511 1,12¢ 90C 12:% 25%
Total noninterest incomr $ 36,54. $ 30,64t $ 28,62( 19% 7%

The table shows Heartla’s noninterest income for the years indicated. Trdainterest income from continui



operations increased $5.9 million or 19% during280d $2.0 million or 7% during 2002. Exclusivevafuation
adjustments on mortgage servicing rights and sgesigains and losses, including trading accourur#ees losses
and impairment losses on equity securities, norestéancome experienced a $3.1 million or 10% iaseein 2003 and
a $2.9 million or 10% increase in 2002. During bp#niods, the noninterest income category reflgcsignificant
improvement was gains on sale of loans as Heardapdrienced significant growth in residential laaiginations,
which Heartland then sells into the secondary ntarke

Emphasis during the past several years on enhamewegues from services provided to customersdmsgted in
significant growth in service charges and fees.rAge noninterest bearing checking account balaincesased $42.2
million or 26% during 2003 and $23.9 million or 1 ##ring 2002. The addition of an overdraft priviéefgature to
our checking account product line during the falP001, along with growth in these noninterest bepchecking
account balances, resulted in the generation afiaddl service charge revenue related to actifegs charged to
these accounts. Service fees are also collectéideomortgage loans Heartland has sold into thensizayg market
while retaining servicing. Also contributing to threrease in service charges and fees was the lgioviees collected
for the processing of merchant credit card activity

Service charges and fees increased $230 thousat®d during 2003 and $1.3 million or 28% during 2002luded ir
this category are service fees collected on thégage loans Heartland sold into the secondary maskele retaining
servicing. Heartland’s servicing portfolio grew#639.1 million at December 31, 2003, from $395.llion at year-
end 2002 and $268.6 million at yezme 2001. The service fees generated by this fiorticew $318 thousand or 4C
in 2003 and $266 thousand or 50% in 2002. Negativebacting this service fee revenue was the amatitin on the
mortgage servicing rights associated with the sergiportfolio, which increased $979 thousand i62and $853
thousand in 2002, as a result of increased prepatgnethe portfolio caused by an increase in egfaing activity dut
to the low interest rate environment. Also includiethis category are service charges on deposdynts. The
addition of an overdraft privilege feature to ohecking account product line in late 2001 resuilteithe generation of
additional service charge revenue of $1.1 millier2002. Also contributing to the increase in sexwibarges and fees
was the growth in fees collected for the processirmagtivity on our automated teller machines. Begig in the
summer of 2002, the state of lowa began to alloarfcial institutions to charge a fee for the usautbmated teller
machines.

Gains on sale of loans increased by $1.7 millioB&%o for the year 2003 and $1.9 million or 70%tfor year 2002.
The volume of mortgage loans sold into the secgnafearket during these two years resulted from thdioued
historically low rate environment. During low raavironments, customers frequently elect to talkeein- and thirty-
year, fixed-rate mortgage loans, which Heartlanghilg elects to sell into the secondary market.r&¥enortgage
rates continue at these historically low levelsatland does not anticipate the present level mfsgan sale of loans
continue as many refinancings have already occurred

Securities gains were $1.8 million, $790 thousamdi%l.5 million during 2003, 2002 and 2001, respebt . The
continual decline of interest rates during 200lvimted an opportunity for Heartland to realize sé@ms gains in its
bond portfolio. As rates declined in 2001, Heardlannterest rate forecast changed to an upwarsldna therefore,
longer-term agency securities were sold at a gaghorten the portfolio. In order to reduce therest rate risk of
rising interest rates, the proceeds were investe@kil-seasoned premium mortgaged backed secultisvere
projected to outperform the agency securitiesrigiag interest rate environment. Heartland's ederate forecast
changed to a rising rate bias on the long ende¥itbld curve during the first quarter of 2003, &nekrefore, longer-
term agency securities were sold at a gain to shdhte portfolio. The proceeds were invested intgage-backed
securities that were projected to outperform thenag securities in a rising rate environment. Beeaaf the steepne
of the yield curve during the remaining quarter@®3 and the protection afforded, longer-termdiwdlyency
securities were purchased with the proceeds osalaeof shorter-term agency securities.

During the first quarter of 2001, Heartland begarchasing some equity securities, on a limiteddyagith the intent
of actively trading these securities. This tradgtfolio recorded gains of $453 thousand during36ompared to
losses of $598 thousand and $417 thousand duridg &0d 2001, respectively. The gains and lossesded on this
portfolio were generally reflective of the overaditivity in the stock market.

Impairment losses on equity securities deemed tathoer than temporary totaled $317 thousand di20G8 and $267
thousand during 2002. A majority of these losseewelated to the decline in market value on thrarcon stock hel



in Heartland’s available for sale equity securipestfolio on five companies during 2003 and theempanies during
2002. Four of those stocks were subsequently soidgl2003. The carrying value of the four remagngtocks on
Heartland’s balance sheet at December 31, 2003$843 thousand. Additionally, during the first qearof 2003, an
impairment loss on equity securities totaling $20usand was recorded on Heartland’s investmentimited
partnership. The fair value of the remaining partid Heartland’s investment in this partnershigedr-end was $80
thousand.

During 2003, total valuation adjustments on moregyagrvicing rights resulted in a gain of $338 tlamaks whereas,
during 2002, total valuation adjustments on morégsegrvicing rights resulted in a loss of $469 tlamals No valuation
adjustments on mortgage servicing rights were psmbduring 2001. The valuation of Heartland’s mageg servicing
rights improved during 2003 as a result of the uplWwaovement in mortgage loan interest rates dutieghird
guarter. The valuation of Heartland’s mortgage iserg rights declined during 2002 as a result ef tbntinuous drop
in mortgage loan interest rates. Heartland utilibesservices of an independent third-party togrerfa valuation
analysis of its servicing portfolio each quartet.December 31, 2003, the remaining temporary veloatdjustment
totaled $131 thousand.

Total other noninterest income was $2.5 million,1%hillion and $900 thousand during the years 2@082 and
2001, respectively. Contributing to the increasasng) 2003 were the following:

¢ Heartland purchased additional bank-owned liferiasce in the amount of $8.0 million during the dnguarter
of 2001 and $10.0 million during the second quasfe2003. The increase on the cash surrender wdlue
Heartland’s banlowned life insurance policies was $1.2 million B03 compared to $847 thousand in 2002
$246 thousand in 2001.

o During the first quarter of 2003, a $178 thousaauh gvas realized on the sale of one parcel of igEs®d real
estate.

o In April of 2002, Dubuque Bank and Trust acquiregba0% ownership in a limited liability company tloavns
a certified historic structure for which historghabilitation tax credits applied to the 2002 taary
Amortization of the investment in this limited liity company recorded during 2002 was $533 thodsan

NONINTEREST EXPENSE
(Dollars in thousands

For the years ended December % Change
2003/ 2002/

2003 2002 2001 2002 2001
Salaries and employee bene $ 33,117 $ 28,57. $ 25,18: 16% 13%
Occupancy 3,88( 3,17¢ 3,01« 22% 5%
Furniture and equipme 4,11¢ 3,27z 3,14« 26% 4%
Depreciation expense on equipment under operating
leases 11,35 11,55¢ 11,80¢ -2% -2%
Outside service 4,69¢ 4,31¢ 3,43: 9% 26%
FDIC deposit insurance assessn 21¢ 20¢ 20¢ 4% 0%
Advertising 2,35¢ 1,917 1,58¢ 23% 21%
Goodwill amortizatior - - 1,057 - -10C(%
Core deposit premium amortizati 404 49t 61t -18% -20%
Other noninterest expens 7,56( 7,145 6,64¢ 6% 7%
Total noninterest expen: $ 67,69: $ 60,65¢ $ 56,69: 12% 7%

& & & & |

Efficiency ratio® 69.01% 68.07% 73.42%

1 Noninterest expense divided by the sum of netéstdncome and noninterest income less securitysgai



The table shows Heartland’s noninterest expensthéoyears indicated. Noninterest expense fromimwoinig
operations increased $7.0 million or 12% in 2008 $4.0 million or 7% in 2002. Growth in some of¢beexpenses
began to escalate in 2003 as Heartland began ¢gtiaeditional resources in growth initiatives.

Salaries and employee benefits, the largest conmpafi@oninterest expense, increased $4.5 millioh686 for the
year 2003 and $3.4 million or 13% for the year 2000#s category made up more than half the totaieiase in
noninterest expense. In addition to normal medtaases, these increases were also attributatiie tppening of new
branches in Santa Fe, New Mexico and Fitchburggctvisin, the formation of HTLF Capital Corp. and tdpening of
Arizona Bank & Trust, our de novo bank in Phoedixzona. The number of full-time equivalent emplege
employed by Heartland increased from 581 at Dece®be2001, to 606 at December 31, 2002, and 6Dea¢mber
31, 2003.

Fees for outside services increased $377 thousa®¥ aluring 2003 and $885 thousand or 26% durird220
Contributing to these increases were the following:

e A consultant was engaged to assist in the impleatientof an overdraft privilege feature on Heard'an
checking account products during 2001. The feecést®al with these services was accrued and payadoehly
during the last quarter of 2001 and throughoubB2002 based upon the additional fees generated.

e Beginning in 2002, Heartland elected to engageim@Consulting Group to provide balance sheet mamant
advisory services. Included in these services aagterly asset/liability management position assesss and
strategy formulation.

¢ As on-line banking has grown in popularity, Heartldhas incurred additional costs to provide thigise to its
customers.

o During 2002, legal fees were paid related to astimought by Heartland to recover losses realinehi
investment fund partnership, in which Heartland wédisnited partner, and to resolve a dispute on the
enforceability of a guarantee on a nonperformingmercial loan.

Advertising expense, which includes public relasi@xpense, increased $437 thousand or 23% in po@&rily as a
result of the expansion efforts underway, partidyltne opening of branches in Mesa, Arizona; Fitaly, Wisconsin
and Santa Fe, New Mexico. During 2002, advertisixgense increased $329 thousand or 21% as Dubuaqleadd
Trust deposited $200 thousand into its charitafist fund, which funds provide a pre-funded sodiocduture
charitable giving.

Additional noninterest expense categories expeingnacreases during 2003 as a result of the expamsforts
mentioned above were occupancy and furniture angpegent. In the aggregate, these expenses grew.byndillion
or 24%.

Heartland’s adoption of the provisions of FAS Né2bn January 1, 2002, and FAS No. 147 on Septe&ther002,
discontinued the amortization of $16.1 million imamortized goodwill. The amount of amortization exge recorded
during 2001 on this goodwill was $1.1 million.

INCOME TAXES

Income tax expense decreased $860 thousand ordr®033 compared to an increase of $3.3 millioB % for
2002. The discontinued operations and related gaisale of our Eau Claire branch was responsill&Xdb million
and $184 thousand of income tax expense during 2662001, respectively. Income tax expense retated
continuing operations increased $614 thousand od@&éfng 2003 and 2.0 million or 36% during 2002arily as a
result of increased pre-tax earnings on continogrations. Heartland's effective tax rate was%@f& 2003, 32.3%
for 2002 and 33.4% for 2001. The effective tax rate001 was higher, in part, as a result of merg&ted goodwill
and other intangibles amortization expense recotia@dwas not deductible for federal income taxppses. Tax-
exempt interest income on securities and loansp@saentage of prexx income has varied over the past several y
Tax-exempt interest income was 16% of-tax income during 2003 compared to 10% during 2802 12% during



2001. In 2002, Dubuque Bank and Trust acquired.@%®wnership in a limited liability company thatias a
certified historic structure for which historic edbilitation tax credits applied to the 2002 taxryea

FINANCIAL CONDITION
LENDING ACTIVITIES

Heartland’s major source of income is interestaank and leases. The table below presents the sttropof
Heartland’s loan portfolio at the end of the yaadscated.

LOAN PORTFOLIO
December 31, 2003, 2002, 2001, 2000, and :
(Dollars in thousands

2003 2002 2001 2000 1999
Amount % Amount % Amount % Amount % Amount %

Commercial and commercial real

estate $ 881,82: 65.21% $ 743,52( 63.1(% $ 651,47¢ 58.79% $ 550,36t 52.6% $ 448,99: 53.5%
Residential mortgage 152,58( 11.2¢ 145,93: 12.3¢ 168,91: 15.2% 15,63¢ 20.62 180,34" 21.5C
Agricultural and agricultural real

estate 166,18. 12.3(C 155,59¢ 13.21 145,46( 13.11 133,61« 12.7¢ 92,93¢ 11.0¢
Consumel 136,80t 10.1: 120,85: 10.2¢ 127,87: 11.5¢ 128,68! 12.3C 103,60¢ 12.3¢
Lease financing, net 13,62: 1.01 12,30¢ 1.04 15,57( 1.4C 17,59( 1.6€ 12,88t¢ 1.54
Gross loans and leases 1,351,011 100.0% 1,178,20i 100.0%  1,109,29 100.0% 1,045,89: 100.0(% 838,76¢ 100.0%
Unearned discour (1,83€) (2,167 (3,457 (3,397 (3,169
Deferred loan fees (947) (811 (633) (40C) (453)
Total loans and leases 1,348,22 1,175,23! 1,105,20! 1,042,091 835,14¢
Allowance for loan and lease los: (18,490 (16,097 (14,66() (13,597 (10,849
Loans and leases, net $1,329,73 $1,159,14! $1,090,54! $1,028,50. $ 824,30:

| | | |

The table below sets forth the remaining maturibig$oan and lease category.

MATURITY AND RATE SENSITIVITY OF LOANS AND LEASES 1
(Dollars in thousands

Over 1 Year
Through 5 Year Over 5 Year:
One Year Fixed Floating Fixed Floating
or Less Rate Rate Rate Rate Total
Commercial and commercial real est $ 316,38 $ 27523 $ 162,34 $ 46,40¢ $ 81,44f $ 881,82:
Residential mortgag 67,15¢ 18,50: 21,44 19,19¢ 26,27¢ 152,58
Agricultural and agricultural real este 87,18( 38,98¢ 22,84 6,35¢ 10,817 166,18
Consume 30,49: 49,02¢ 13,39: 9,261 34,63 136,80¢
Lease financing,ne¢ 4,60z 8,93¢ 0 83 0 13,62:
Total $ 505,81f $ 390,68' $ 220,02¢ $ 81,307 $ 153,17: $1,351,01

1 Maturities based upon contractual dates

Heartland experienced growth in net loans and fedseng both 2003 and 2002. This growth was $1#0lgon or
15% and $68.6 million or 6% in 2002. Exclusive oé $30.0 million loans included in the sale of Bz Claire
branch, net loans and leases grew by $98.6 mitlid®% during 2002. All loan categories experieniogsh growth
during 2003, whereathe commercial and agricultural loan portfolios eére only categories to experience growt



2002.

The largest growth occurred in commercial and comaiakreal estate loans, which increased $138.Bamibr 19%
during 2003 and $92.0 million or 14% during 2008.$80.0 million of the loans included in the Ealai@e branch
sale were classified as commercial and commere#lastate. Exclusive of those loans, this categbtiye loan
portfolio grew $122.0 million or 20% in 2002. Asesult of continued calling efforts, all the banlbsidiaries
experienced growth in this loan category durindhb@ars, except for First Community Bank during 200hen it
experienced a slight decrease.

Agricultural and agricultural real estate loansstanding experienced an increase of $10.6 milliof% during 2003,
the majority of which occurred at Dubuque Bank @anast Company, Heartlanslflagship bank in Dubuque, lowa &
at New Mexico Bank & Trust’s office in Clovis, NeMiexico. During 2002, agricultural and agriculturahl estate

loans outstanding grew $10.1 million or 7%. Ove¥/6f this growth occurred at Dubuque Bank and T@&mhpany.

Residential mortgage loans experienced an increfe®@.6 million or 5% during 2003. This increasesvpaimarily dut
to management’s election to retain a portion offitieen-year fixed rate loans in its own portfol@ustomers have
continued to refinance their mortgage loans irftedn- and thirty-year fixed rate loans, which Hieaud usually sells
into the secondary market. Servicing is retained amajority of these loans so that the HeartlanmkIsaubsidiaries
have an opportunity to continue providing our costes the excellent service they expect. During 2€8@2residential
mortgage loan portfolio experienced a decline & 82nillion or 14%, as customers refinanced thesrtgage loans
into fifteen- and thirty-year fixed rate loans, wiiHeartland usually sells into the secondary ntaikering both
years, long-term rates were at all-time lows andyr@aistomers were anxious to lock in these lowsrédea longer
period of time on their mortgage loans.

Consumer loans increased $16.0 million or 13% du2®03, primarily in home equity lines of creditzditthe
Heartland bank subsidiaries except First CommuBiétgk. This product line was enhanced to build nestamer
relationships. During 2002, consumer loan outstagsideclined $7.0 million or 5%, as the economytiooed to
weaken and consumers were provided other sourdesaoting, e.g., zero percent automobile finan¢hmgugh
dealerships.

Although the risk of nonpayment for any reasontsxigth respect to all loans, specific risks argoagted with each
type of loan. The primary risks associated with pwrcial and agricultural loans are the qualitynaf borrower’s
management and the impact of national and regeemiomic factors. Additionally, risks associatethvaommercial
and agricultural real estate loans include fludghgaproperty values and concentrations of loare $specific type of
real estate. Repayment on loans to individualdudieg those on residential real estate, are deg@rzh the
borrower’s continuing financial stability, and thus are mitkely to be affected by adverse personal circamsgés an
deteriorating economic conditions. Heartland masiits loan concentrations and does not beliekiastadverse
concentrations in any specific industry.

Heartland’s strategy with respect to the manageroietitese types of risks, whether loan demand ekvee strong, is
to encourage the Heartland banks to follow testebprudent loan policies and underwriting practaégch include:
(i) granting loans on a sound and collectible hg8)sensuring that primary and secondary souafegpayment are
adequate in relation to the amount of the loai);ddministering loan policies through a board wéctors; (iv)
developing and maintaining adequate diversificatibthe loan portfolio as a whole and of the lowthin each loan
category; and (v) ensuring that each loan is piggkrcumented and, if appropriate, guaranteed leigonent
agencies and that insurance coverage is adequate.

NONPERFORMING LOANS AND LEASES AND
OTHER NONPERFORMING ASSETS

The table below sets forth the amounts of nonperifog loans and leases and other nonperformingsaesehe dates
indicated.

NONPERFORMING ASSETS
December 31, 2003, 2002, 2001, 2000, and 1999
(Dollars in thousands)
2003 2002 2001 2000 1999



Nonaccrual loans and leas $ 509: $ 3,94 % 7,26¢ $ 5,86( $ 1,41«

Loans and leases contractugpast due 90 days or mc 45¢ 541 50C 523 23€
Restructured loans and lea: - - 354 357 -
Total nonperforming loarand lease 5,55( 4,48¢ 8,12 6,74( 1,65(
Other real estat 59¢ 452 13C 48¢ 514
Other repossessed ass 28t 27¢ 343 21¢ 13¢
Total nonperforming asse $ 6,43¢ $ 521¢ $ 8,59¢ $ 7,44t $ 2,30z
I I I N
Nonperforming loans and leasestotal loans and leas: 0.41% 0.38% 0.72% 0.65% 0.2(%
Nonperforming assets to total lozand leases plus
repossessed propel 0.4&8% 0.44% 0.7¢% 0.71% 0.2&8%
Nonperforming assets to total ass 0.32% 0.2%% 0.52% 0.51% 0.1%%

Under Heartland’s internal loan review programpanl review officer is responsible for reviewingsiig loans and
leases, identifying potential problem loans andésaand monitoring the adequacy of the allowanckém and lease
losses at the Heartland banks.

Heartland constantly monitors and continues to ligvgystems to oversee the quality of its loanfpbot One
integral part is a loan rating system, which ass@mating on each loan and lease within the gartbased on the
borrower’s financial position, repayment abilitpllateral position and repayment history. This eagif on quality is
reflected in Heartland’s credit quality figures,ialincompare favorably to peer data in the Bank gldCompany
Performance Reports published by the Federal Re®&ward for bank holding companies with total assé$1 to $3
billion. In this report, the peer group reportechperforming assets to total assets of 0.63% ar@b®for September
30, 2002, and December 31, 2001, respectively.ttd@ars ratios at December 31, 2002 and 2001, W8% and
0.52%, respectively.

Nonperforming loans, defined as nonaccrual loasructured loans and loans past due ninety dayso, were
$5.6 million or .41% of total loans and leases atc&nber 31, 2003, compared to $4.5 million or .28%tal loans
and leases at December 31, 2002. This increasativdmitable to a few credits and is not felt todpeindication of a
trend. The year-end 2001 nonperforming loans w8rg fillion or .73% of total loans and leases. Atjpo of the
decrease in 2002 was the result of one large dieatitvas partially paid off. Workout plans argnocess on a
majority of Heartland nonperforming loans and, because of the nezeddé value of collateral, guarantees and ¢
factors, anticipated losses on these credits greated to be minimal. A weak economy will inevitakgsult in
increased problem loans, but Heartland expectpritidems to be manageable and of a lesser scoptefutland than
for the industry as a whole.

ALLOWANCE FOR LOAN AND LEASE LOSSES

The process utilized by Heartland to estimate thegaacy of the allowance for loan and lease lassesnsidered a
critical accounting practice for Heartland. Thealance for loan and lease losses represents mareagemstimate ¢
identified and unidentified losses in the existiogn portfolio. For additional details on the sfiediactors considerel
refer to the critical accounting policies sectidrhos report.

The allowance for loan and lease losses increag&@.4 million or 15% during 2003 and $1.4 million10% during
2002. The allowance for loan and lease losses etiidleer 31, 2003, was 1.37% of loans and 333% gberdorming
loans, compared to 1.37% of loans and 359% of mboymeing loans at year-end 2002. A portion of tmevgh in the
allowance for loan and lease losses occurred asudt of the expansion of the loan portfolio durbaih years,
particularly in the more complex commercial loategary and in the new markets Heartland enterezhich
Heartland had little or no previous lending expece

The amount of net charge offs recorded by Heartbaasl $1.8 million during both 2003 and 2002 comgdos$3.2
million during 2001. The charge offs during 200&luded one large credit on which a partial recoweag recorde:



during 2002. Citizens Finance Co., Heartland's gores finance subsidiary, experienced net chargeaff$808
thousand or 45% of total net charge-offs during200mpared to $1.2 million or 66% of total net gepffs during
2002. Losses at Citizens during 2002 related dyréatthe rapid growth experienced during the poesitwo years
with expansion into the Rockford, lllinois, markktentification of problem loans in that portfolb@gan to occur as
the portfolio seasoned. Additionally, the weakeaednomy had affected the ability of borrowers foasetheir
consumer loans. Net losses as a percentage oigevgrass loans at Citizens improved to 3.69% f@32tbmpared to
5.17% for 2002. Loans with payments past due farentiman thirty days at Citizens also improved dy2003
decreasing to 4.82% from 5.27% of gross loans at-gad 2002.

The table below summarizes activity in the alloweafar loan and lease losses for the years indicateliiding
amounts of loans and leases charged off, amoumézo¥Yeries, additions to the allowance chargeddome and the
ratio of net charge-offs to average loans and keaséstanding.

ANALYSIS OF ALLOWANCE FOR LOAN AND LEASE LOSSES
For the years ended December 31, 2003, 2002, 2000, and 199
(Dollars in thousands
2003 2002 2001 2000 1999

Allowance at beginning of ye: $ 16,09. $ 14,66( $ 13,59: $ 10,84« $ 7,94
Charge-offs:

Commercial and commercial real est 49¢ 79t 1,471 407 81
Residential mortgag 10¢ 38 32 54 -
Agricultural and agricultural real este 6 27¢ 46% 58C 8
Consume 1,77¢ 2,08t 1,78 1,23¢ 54¢€
Lease financing - 6 - - -
Total charg-offs 2,392 3,20: 3,751 2,28( 63E
Recoveries

Commercial and commercial real est 11z 83¢€ 79 97 74
Residential mortgag 2 8 - 4 12
Agricultural and agricultural real este 29 177 10¢ 17¢ 6
Consume 46F 38¢ 35¢ 30¢ 151

Lease financing - - - - -

Total recoverie: 60¢ 1,41( 542 58t 242
Net charg-offs 1 1,78¢ 1,79: 3,21t 1,69¢ 39z
Provision for loan and lease losses from continuing
operations 4,18: 3,55: 4,25¢ 2,97¢ 2,55(
Provision for loan and lease losses from discoetinu
operations - (329 25 32t 76
Additions related to acquisitiot - - - 1,142 665
Allowance at end of perio 18,49( 16,09: 14,66( 13,59: 10,84«
I I I NN
Net charg-offs to average loans and lea 0.14% 0.1€% 0.3(% 0.17% 0.0€%

LIncludes net chargeffs at Citizens Finance, Heartland's consumemnfiegecompany, of $808 for 2003, $1,182 for 2(
$1,043 for 2001; $614 for 2000 and $256 for 1999.

The table below shows Heartland’s allocation ofahewance for loan and lease losses by typesasfd@nd leases
and the amount of unallocated reserves.

ALLOCATION OF ALLOWANCE FOR LOAN AND LEASE LOSSES
December 31, 2003, 2002, 2001, 2000, and 1999
(Dollars in thousands)



2003 2002 2001 2000 1999
Loan/Leas: Loan/Leas: Loan/Leas: Loan/Leas: Loan/Leas:
Category t Category t Category t Category t( Category t(
Gross Gross Gross Gross Gross
Loans & Loans & Loans & Loans & Loans &
Amount Leases Amount Leases Amount Leases Amount Leases Amount Leases
Commercial and commerci
real estatt $ 9,77¢ 65.27% $ 8,40¢ 63.1(% $ 7,53¢ 58.7°% $ 7,32¢ 52.62% $ 6,10¢ 53.5%
Residential mortgag 1,22¢ 11.2¢ 1,32¢ 12.3¢ 1,192 15.2¢ 1,00¢ 20.62 75€ 21.5C
Agricultural and agricultural
real estatt 2,92¢ 12.3( 2,23¢ 13.21 2,214 13.11 2,371 12.7¢ 1,01¢ 11.0¢
Consume 1,427 10.1: 2,08: 10.2¢ 2,00¢ 11.52 1,74: 12.3( 1,915 12.3¢
Lease financing 121 1.01 14C 1.04 162 1.4C 10€ 1.6¢ 91 1.5¢4
Unallocatec 2,097 1,89: 1,54¢ 1,03¢ 95¢€
Total allowance for loan and
lease losse $18,49( $16,09: $14,66( $13,59: $10,84+
| | | | |
SECURITIES

The composition of Heartland's securities portf@dionanaged to maximize the return on the portfele
considering the impact it has on Heartland’s alssleility position and liquidity needs. Securitie=presented 22% of
total assets at both year-end 2003 and 2002.

During 2003, management purchased lortgan municipal securities to take advantage ottingsually steep slope
the yield curve and the spread of the tax-equivalgshdd on municipal securities over the yield @eacy securities
with the same maturities.

During 2002, management changed the composititimeoecurities portfolio. Additional paydowns resal on
mortgage-backed securities were replaced with gkart U.S. government agency securities and mueldisigcurities.
Management purchased some longer-term municipatises to take advantage of the unusually steejpesin the
yield curve and the spread of the tax-equivalegldypn municipal securities over the yield on agesecurities with
the same maturities. Also to improve net interestgim, management elected to reduce its fed fundsr@ney
market instruments position and invest in shomatel.S. government agency securities.

Heartland implemented Statement of Financial ActiagrStandards No. 133, "Accounting for Derivatlastruments
and Hedging Activities," on January 1, 2001. Attttiate, all investments previously included in Hiead's held to
maturity investment portfolio were reclassifiediie available for sale investment portfolio. Thieléa below present
the composition and maturities of the securitiegfplio by major category.

SECURITIES PORTFOLIO COMPOSITION
December 31, 2003, 2002 and 2(
(Dollars in thousands

2003 2002 2001
% of % of % of
Amount Portfolio Amount Portfolio Amount  Portfolio
U.S. government corporations, agencies and $ $
treasuries 182,93: 40.5% 101,33¢ 259% $ 79,23¢ 24.4%
Mortgage-backed securitie 151,23 33.5¢ 187,31¢ 48.0¢ 183,66: 56.7¢
States and political subdivisio 93,21( 20.6¢ 71,391 18.31 30,94¢ 9.5¢
Other securitie: 23,301 5.17 29,852 7.6€ 29,846 9.2Z
Total $ 450,68( 100.0% $ 389,90( 100.0% $ 323,68! 100.0(%



SECURITIES PORTFOLIO MATURITIES
December 31, 2003 (Dollars in thousar

After One But After Five But

Within One Year Within Five Years Within Ten Years After Ten Years Total
Amount Yield Amount Yield Amount Yield Amount Yield Amount  Yield
U.S. government corporations,
agencieand treasurie $13,23( 4.0¢% $169,70: 2.9¢% $ - 0.0(% $ - 0.0(% $182,93: 3.04%
Mortgagebacked securitie 81,23¢ 4.0¢ 34,87: 4.1¢ 6,851 5.24 28,27¢ 4.2¢ 151,23: 417
States and political subdivisiohs 1,691 6.0t 7,80( 6.0t 28,88: 6.57 54,837 7.1C 93,21( 6.81
Total $96,15¢ 4.07% $212,37° 3.27% $35,73: 6.26% $83,11: 6.1% $427,37° 4.26%
| | | | |

1Rates on obligations of states and political suitims have been adjusted to tax equivalent yiesitsg a 34% tax rate.

DEPOSITS AND BORROWED FUNDS

Total average deposits experienced an increasgs®. $ million or 12% during 2003 and $99.4 million9% during
2002. Total average deposits were $1.405 billiofing2003, $1.252 billion during 2002 and $1.15dn during
2001. The Eau Claire branch sale included depoB#§.7 million . Exclusive of those deposits, gtbhvun average
deposits was $106.1 million or 9% during 2002. éases in total deposits occurred at all of the Isaibsidiaries
except for First Community Bank during both years.

All the deposit categories experienced an increasieg 2003. Average demand deposit balances gd@wb$nillion
or 25% with growth occurring at all the banks, wttle most significant occurring in the Dubuque Bankl Trust and
New Mexico Bank & Trust markets. Average savingsasit account balances grew by $43.3 million or ®%imarily
in the money market products offered by all ofltla@k subsidiaries. Average certificate of depastbant balances
grew by $69.3 million or 12% during 2003, partiglyan the Riverside Community Bank and Wisconsion@nunity
Bank markets as special promotions were conduoteditd presence and to increase awareness in thadets. As
long-term rates continued at all-time lows, effavtsre focused at attracting customers into cedtifis of deposit with
a maturity exceeding two years.

All deposit categories, except for time depositerdd100,000, experienced growth during 2002. Averdgmand
deposit account balances increased $24.4 millidkv®6. The Heartland bank subsidiaries that expeei@isubstantial
increases were Dubuque Bank and Trust, Galena B#aile and Riverside Community Bank. Average savitesosit
account balances increased by $60.8 million or a#%haverage time deposits under $100,000 grew 8y3$8illion

or 8% during 2002. With the continued instabilitythe equity markets, many customers have eleotkdep funds on
deposit in financial institutions. Additionally, &ng-term rates have continued at all-time lovifares were focused
at attracting customers into certificates of deppegh a maturity exceeding two years. A portiortleé growth in
certificate of deposit account balances was alsibatable to the implementation of a balance sheatagement
strategy that included the acquisition of brokestegosits. Average balances in time deposits oved $0D0 decreased
during 2002 by $19.1 million or 13%. These accoaméstypically obtained via a bidding process aedittiand
management elected to not aggressively pursue teggesits.

The table below sets forth the distribution of Hieaad’s average deposit account balances and #rage interest
rates paid on each category of deposits for thesyiadicated.

AVERAGE DEPOSITS
For the years ended December 31, 2003, 2002 arid 200
(Dollars in thousands)

2003 2002 2001
Average Percent of Average Percent of Average Percent of
Balance Deposits Rate Balance Deposits Rate Balance Deposits Rate
Demand deposil $ 204,81. 14.5% 0.0% $ 164,28 13.12% 0.0% $ 139,87( 12.1%% 0.00%
Savings 532,02 37.8¢ 0.9C 488,75t 39.0¢ 1.37 427,95: 37.1z 2.8C



Time deposits less than

$100,00C 527,62 37.5¢ 3.6t 474,81 37.92 4.41] 441,50! 38.3( 5.82
Time deposits of

$100,000 or mor 140,83: 10.0Z 2.64 124,32: 9.9: 3.62 143,42¢ 12.4¢ 5.7¢
Total deposit: $1,405,291  100.0(% $1,252,17.  100.0(% $1,152,75  100.0(%

The following table sets forth the amount and mtés of time deposits of $100,000 or more at Deoen31, 2003.

TIME DEPOSITS $100,000 AND OVER
(Dollars in thousands
December 31

2003
3 months or les $ 44,02(
Over 3 months through 6 mont 18,54¢
Over 6 months through 12 moni 24, 72¢
Over 12 month: 51,82
$ 139,11!

Short-term borrowings generally include federaldsipurchased, treasury tax and loan note optiecsyisies sold
under agreement to repurchase and short-term Fédlmmree Loan Bank ("FHLB") advances. These funding
alternatives are utilized in varying degrees dependn their pricing and availability. At year-eA803, short-term
borrowings had increased $15.5 million or 10% frgaar-end 2002. The $161.4 million of short-termrbaings
outstanding at year-end 2002 was consistent wét$i60.7 million outstanding at year-end 2001.

All of the bank subsidiaries provide repurchasesagrents to their customers as a cash managemeérgvieeping
excess funds from demand deposit accounts inte thgieements. This source of funding does notaseréhe bank’s
reserve requirements, nor does it create an expeladmg to FDIC premiums on deposits. Althougé #ggregate
balance of repurchase agreements is subject tatioari the account relationships represented lsetbalances are
principally local. Repurchase agreement balancggased $13.8 million or 14% during 2003. Contragyi, t hese
balances declined $9.6 million during 2002 as ggerates continued at all-time low levels and sofrtbese
repurchase agreement customers elected to inypestian of their excess funds in higher-yieldinggucts.

Also included in short-term borrowings are the driédes Heartland entered into with two unaffiedtbanks. At
December 31, 2003, and December 31, 2002, a tb&50 million was outstanding on these credigdinUnder the
unsecured credit lines, Heartland could borrowau$$30.0 million. On January 31, 2004, Heartlaneted into a
credit agreement with the two existing unaffiliateethks and an additional unaffiliated bank, toaegplthe existing
revolving credit lines as well as to increase alality under a revolving credit line. Under theaneevolving credit
line, Heartland may borrow up to $70.0 million. Tdaditional $20.0 million credit line was estabéshprimarily to
provide working capital to the nonbanking subsigsiand replace similar-sized lines currently icpl at those
subsidiaries.

The following table reflects short-term borrowingayich in the aggregate have average balancesgitimenperiod
greater than 30% of stockholders' equity at theadride period.

SHORT-TERM BORROWINGS
(Dollars in thousands

As of or for the years ended December
2003 2002 2001




Balance at end of peric $ 176,83 $ 161,37¢ $ 160,70:

Maximum montl-end amount outstandir 176,83! 161,37¢ 162,74«
Average mont-end amount outstandir 151,03 140,28 151,13¢
Weighted average interest rate at -end 1.3€% 1.5%% 1.3%%
Weighted average interest rate for the \ 1.5% 1.9¢% 3.96%

Other borrowings include all debt arrangements Heeadt and its subsidiaries have entered into wiidjireal maturitie:
that extend beyond one year. These borrowings $£&£7é.0 million on December 31, 2003, compared 268
million on December 31, 2002. The change in thesewnt balances primarily resulted from activitythie bank
subsidiaries’ borrowings from the FHLB. All of tieartland banks own stock in the FHLB of Des Mojr@&sicago
or Dallas, enabling them to borrow funds from thiespective FHLB for short- or long-term purposeder a variety
of programs. Total FHLB borrowings at DecemberZ&103, had increased to $101.5 million from $72.Bioni at
December 31, 2002. Substantially all of these airrgs are fixed-rate advances for original termisvieen three and
five years. To fund a portion of the fixed-rate coarcial and residential loan growth experiencedyriiend entered
into three-, five- and seven-year FHLB advances.

Additionally, balances outstanding on trust preddrcapital securities issued by Heartland are dedun total other
borrowings. A schedule of the offerings outstandisgf December 31, 2003, were as follows:

Amount Issuance Interest Maturity Callable
Issued Date Rate Date Date

$25,000,00C 10/18/99 9.60% 09/29/29 09/30/04
8,000,00C 12/18/01 Variable 12/18/31 12/18/06
5,000,00C 06/27/02 Variable 06/30/32 06/30/07

20,000,00C 10/10/03 8.25% 10/10/33 10/10/08

$58,000,00(

The following table summarizes significant contuadtobligations and other commitments as of Decer@bhe2003:

(Dollars in thousands Payments Due By Peric
Less than One to Three to More than
Total One Yeal Three Year: Five Years Five Years

Contractual obligations:

Long-term debt obligation $ 17395t $ 22,26: $ 64,16: $ 22,33 % 65,19¢
Operating lease obligatiol 3,12¢ 782 1,23: 68t 424
Purchase obligatior 10,49: 7,59t 1,76¢ 1,125 -
Other lon¢-term liabilities 4,29 1,16( 2,321 - 81¢€

Total contractual obligatior $ 191,87( % 31,80( $ 69,48t $ 24,14¢ $ 66,43¢

Other commitments:

Lines of credi $ 403,74t $ 25352t $ 35,83( $ 13,17¢ $ 101,21
Standby letters of crec 15,79( 10,25: 231 3,58:¢ 1,72¢
Other commitments 34,50( 34,50( - - -

Total other commitment $ 45403¢$ 298,27 $ 36,06. $ 16,76 $ 102,94

CAPITAL RESOURCES

Heartlan( s risk-based capital ratios, which take into account ifferént credit risks among bar’ assets, met a



capital adequacy requirements over the past theassyTier 1 and total risk-based capital ratiosevl®.29% and
12.42%, respectively, on December 31, 2003, conaparé0.65% and 11.86%, respectively, on Decembg@02,
and 9.71% and 10.89%, respectively, on Decembe2(@11. At December 31, 2003, Heartland’s leveragje,rthe
ratio of Tier 1 capital to total average assetss 887% compared to 8.24% and 7.53% at Decemb&@0B2, and
2001, respectively. Heartland and its bank subsetidnave been, and will continue to be, managdtesomeet the
well-capitalized requirements under the regulatomynework for prompt corrective action. To be catézed as well
capitalized under the regulatory framework, bankling companies and banks must maintain minimual togk-
based, Tier 1 risk-based and Tier 1 leverage rafid9%, 6% and 4%, respectively. The most recetification from
the FDIC categorized Heartland and each of its lzaisidiaries as well capitalized under the regwaframework
for prompt corrective action. There are no condgior events since that notification that managéereleves have
changed each institution’s category.

Commitments for capital expenditures are an impoffiactor in evaluating capital adequacy. In Februd 2004,
Heartland announced that it had signed a defindgiy®ement to acquire Rocky Mountain Bancorporatios holding
company for Rocky Mountain Bank, a financial ingibn providing retail and commercial banking seea from eiglr
locations throughout Montana. The total purchasseprpon completion, subject to obtaining stockkoland
regulatory approvals, will be approximately $34.8ion and will consist of a minimum of 50% in Hend common
stock and the remaining in cash. The transactiexpected to close during the second quarter o4 2R0cky
Mountain Bancorporation had assets of $369.7 millibDecember 31, 2003, and revenues of $1.9 miltidhe lates
twelve-month period ended December 31, 2003.

In February of 2003, Heartland entered into anement with a group of Arizona business leaderstabdish a new
bank in Mesa. The new bank began operations on #udy 2003. Heartland’s investment in Arizona B&nKrust
was $12.0 million, which currently reflects an owstép percentage of 86%. A portion of Arizona B&Krust's
common stock is still available to interested Ido&kstors. In no case will Heartland’s ownersniggrest be allowed
to fall below 80%. All minority stockholders, baithitial and subsequent, have or will enter intaack transfer
agreement that imposes certain restrictions omnthesstor's sale, transfer or other dispositiorheifrtshares and
requires Heartland to repurchase the shares frermttestor in 2008.

As a result of the acquisition of National Bancg&sainc. on January 1, 2000, the one-bank holdangpany of First

National Bank of Clovis, remaining requisite casltyqents under the notes payable total $637 thouga2@D4, plus

interest at 7.00%. Immediately following the clagiof the acquisition, the bank was merged into Nésxico Bank &
Trust.

On June 30, 2003, Heartland completed the buyowllominority stockholders of New Mexico Bank & Biua:
agreed upon during its formation in 1998. In exdwfor their shares of New Mexico Bank & Trust &tothe
minority stockholders received a total of 383,5f4res of Heartland common stock.

Heartland had an incentive compensation agreemiéimcertain employees of one of our bank subsidsnmone of
whom is an executive officer of Heartland, thatuiegs a total payment of $3.5 million to be maddater than
February 29, 2004, to those who remained employ#dtire subsidiary on December 31, 2003. Additignaach
employee is bound by a confidentiality and non-cetitipn agreement. On January 15, 2004, tiel of the paymer
was made in cash and the remaining two-thirdsaoksbptions on Heartland’s common stock, exercesabR005 and
2006. The obligation was accrued over the perfooageriod.

Heartland intends to complete a private placem#ating of $25.0 million of variable rate cumulaticapital securities in milftarch of 2004
The proceeds from this offering will be used faiufie acquisitions or the retirement of debt. Headl anticipates that all of these securities
will qualify as Tier 2 capital for regulatory purges.

On October 10, 2003, Heartland completed an offenin$20.0 million of 8.25% cumulative capital sgtias
representing undivided beneficial interests in Haad Financial Statutory Trust Ill, a special ppgp trust subsidiary
formed for the sole purpose of this offering. Thegeeds from the offering were used by the trugut@hase junior
subordinated debentures from Heartland. The pracedbbe used for general corporate purposesudinb future
acquisitions or the retirement of debt. Interegagable quarterly on March 31, June 30, Septe@band December
31 of each year. The debentures will mature andalpé&al securities must be redeemed on Octobe2(33B.
Heartland has the option to shorten the maturitg ttaa date not earlier than October 10, 2008 régulatory



purposes, $43.8 million qualified as Tier 1 capaadl the remaining $14.2 million qualified as T2ezapital on
December 31, 2003.

On June 27, 2002, Heartland completed a privateepient offering of $5.0 million of variable ratenculative capital
securities representing undivided beneficial irgerén Heartland Financial Capital Trust I, a spkepurpose trust
subsidiary formed for the sole purpose of thisrirfiiig The proceeds from the offering were usedhayttust to
purchase junior subordinated debentures from He®ttlThe proceeds were used by Heartland for gecan@orate
purposes. The debentures will mature and the dagitairities must be redeemed on June 30, 2032tlaleh has the
option to shorten the maturity date to a date adtex than June 30, 2007. All of these securijealified as Tier 1
capital for regulatory purposes as of DecembefB03.

On December 18, 2001, Heartland completed a prpatement offering of $8.0 million of variable eatumulative
capital securities representing undivided bendfiniarests in Heartland Financial Statutory Trhlisa special purpose
trust subsidiary formed for the sole purpose of tifering. The proceeds from the offering weredusg the trust to
purchase junior subordinated debentures from HeattlThe proceeds were used by Heartland for gecan@orate
purposes. The debentures will mature and the dagitaurities must be redeemed on December 18, 264rtland
has the option to shorten the maturity date tota dat earlier than December 18, 2006. All of theseurities qualifie
as Tier 1 capital for regulatory purposes as ofdbdwer 31, 2003.

In October of 1999, Heartland completed an offenh§25.0 million of 9.60% cumulative capital seities
representing undivided beneficial interests in Haad Capital Trust I, a special purpose trust slids/ formed for
the sole purpose of this offering. The proceedsftiee offering were used by the trust to purchae®j subordinated
debentures from Heartland. The proceeds were usetkartland for general corporate purposes. Themtebes will
mature and the capital securities must be redeem&eptember 30, 2029. Heartland has the optishdaen the
maturity date to a date not earlier than Septer@beR004. All of these securities continued to dyals Tier 1 capital
for regulatory purposes as of December 31, 2003.

The renovation and construction of a 60,000 sqfeefacility to accommodate the operations andosupfunctions
of Heartland are underway on property in downtowrb@ue, lowa, across the street from Dubuque BadKraust’'s
main facility. Completion of this project is anpeited in the spring of 2004. A reduction in ovecalsts on this proje:
will result from tax credits and other incentiveade available on the project as it includes thabgitation of two
historical structures and the creation of new jdlmgal costs are estimated to be $8.1 million, bfolr $5.6 million
had already been expended at December 31, 2003.

Heartland continues to explore opportunities toaeits umbrella of independent community banksugh mergers
and acquisitions as well as de novo and branchppgrunities. The pending acquisition of Rocky Mtain Bank
represents Heartland’s expansion into a new regjidine United States and allows Heartland to furthgand our
geographic footprint. An important factor in thectgon to acquire Rocky Mountain Bank was its datian to
customer relationship building at the communityelewhich is deeply ingrained in Heartland’s cuit@and one of the
major factors considered when pursuing expansi@opnities. Future expenditures relating to exgansfforts are
not estimable at this time.

Heartland’s capital ratios are detailed in theddi®low.

RISK-BASED CAPITAL RATIOS 1
(Dollars in thousands

200: 200 200.
Amount Ratio Amount Ratio Amount Ratio
Capital Ratios
Tier 1 capita $ 158,34t 10.2% $ 141,91t 10.69% $ 121,11 9.71%
Tier 1 capital minimum requireme 61,53¢ 4.0(% 53,29¢ 4.0(% 49,89 4.0(%
Excess $ 96,81( 6.2¢% $ 88,62( 6.65% $ 71,22 5.71%



Total capital $ 191,06( 1242% $ 158,01 11.8¢% $ 135,77( 10.8%

Total capital minimum requireme 123,07. 8.0(% 106,59t 8.0(% 99,78: 8.0(%
Excess $ 67,98¢ 442% $ 51,41 3.8t% $ 35,98¢ 2.8%%
I | I | I |
Total risk-adjusted asse $1,538,40 $1,332,45. $1,247,27.
.| .| .|

1Based on the risk-based capital guidelines of #@eFal Reserve, a bank holding company is requiredaintain a Tier 1 to risk-
adjusted assets ratio of 4.00% and total capitekk-adjusted assets ratio of 8.00

LEVERAGE RATIOS 1
(Dollars in thousands
December 31

2003 2002 2001
Amount Ratio Amount Ratio Amount Ratio
Capital Ratios
Tier 1 capita $ 158,34 8.01%$ 141,91t 8.24% $ 121,11: 7.52%
Tier 1 capital minimum requiremeft 78,46+ 4.0(% 68,88:¢ 4.00% 64,33¢ 4.0(%
Excess $ 79,88 407% $ 73,03t 428 $  56,77¢ 3.5%
I | & | & |
Average adjusted asst $ 1,961,58 $1,722,07 $ 1,608,40:
| | |

1The leverage ratio is defined as the ratio of Tieapital to average total assets.

2Management of Heartland has established a mininanget leverage ratio of 4.00%. Based on FederaiRes
guidelines, a bank holding company generally isiregl to maintain a leverage ratio of 3.00% plusdditional
cushion of at least 100 basis points.

OTHER DEVELOPMENTS

At its regular board meeting held on January 20420 eartland appointed Ronald A. Larson as a ttireMr. Larsor
is the founder of Larson Group L.C. of Scottsdalezona. He is a founding investor and directoHgfartland's
subsidiary bank, Arizona Bank & Trust in Mesa, Ama, and also serves as chairman of that Isamdé&rd of director
Mr. Larson fills a vacancy on the board createdhgyretirement of Robert Woodward on December 8032Mr.
Woodward served on Heartland’s board since itsgtioe. At Heartland’s annual stockholders meetmélay, Mr.
Larson will stand for election to a full term.

LIQUIDITY

Liquidity refers to Heartland’s ability to maintaincash flow, which is adequate to meet matuririggations and
existing commitments, to withstand fluctuationglaposit levels, to fund operations and to provatectistomers’
credit needs. The liquidity of Heartland princigallepends on cash flows from operating activiii@ggstment in and
maturity of assets, changes in balances of depasitorrowings and its ability to borrow fundghe money or
capital markets.

Net cash outflows from investing activities was &27million during 2003, $158.0 million during 2062d $171.:
million during 2001. Over half the growth in caghtftows from investing activities during 2003 reteal primarily
from the significant loan growth experienced. Dgr2002, the cash outflows from investing activitiesl decreased
part as a result of the cash and cash equivaleogsved from the sale of the Eau Claire branch.

Net cash provided by financing activities was $208illion during 2003, $116.5 million during 2008ch$162.7
million during 2001. The increase in net cash piedi by financing activities during 2003 was prirtyaa result of
growth in deposits, the issuance of capital seesrdand the acquisition of long-term advances fiioenFHLB. The
decrease in net cash provided by financing aatwitiuring 2002 was driven by the reduced amoubbobwings
incurred. The FHLB advances maturing during 2002 lien replaced with fixedite advances during the later hal
2001 as interest rates had hit all time lows andagament felt it advantageous to lock some fundtrthese low rate



in anticipation of the maturitie

Total cash inflows from operating activities wa®®4million during 2003, $48.9 million during 20@ad $17.3
million during 2001. The significant change from02o 2002 occurred as a result of improved neinme along with
the additional activity in loans originated foresal

Management of investing and financing activities] anarket conditions, determine the level and thkikty of net
interest cash flows. Management attempts to méigfae impact of changes in market interest ratéise@xtent
possible, so that balance sheet growth is the ipahdeterminant of growth in net interest cashvio

Heartland’s short-term borrowing balances are dé@enon commercial cash management and smallezspmndent
bank relationships and, as such, will normally tliate. Heartland believes these balances, on avei@be stable
sources of funds; however, it intends to rely opasgt growth and additional FHLB borrowings in fioure.

In the event of short-term liquidity needs, thelbanbsidiaries may purchase federal funds from e#ioér or from
correspondent banks and may also borrow from thleraé Reserve Bank. Additionally, the subsidiarphsa FHLB
memberships give them the ability to borrow funalsshort- and long-term purposes under a variefyrojirams.

Heartland’s revolving credit agreement in effecbatember 31, 2003, provided a maximum borrowirgacay of
$50.0 million. The present agreement effective danB1, 2004, provides a maximum borrowing capaaiit$70.0
million. As of December 31, 2003, the credit agreatrprovided an additional borrowing capacity ob$emillion.
These agreements contain specific covenants wambng other things, limit dividend payments andrietsthe sale
of assets by Heartland under certain circumstades.contained within the agreements are ceriagntial
covenants, including the maintenance by Heartldradmaximum nonperforming assets to total loans ratinimum
return on average assets ratio and maximum fundlettd total equity capital ratio. In addition, Higgand and each of
its bank subsidiaries must remain well capitalizsigdefined from time to time by the federal bagkiegulators. At
December 31, 2003, Heartland was in compliance thighicovenants contained in these credit agreements

EFFECTS OF INFLATION

Consolidated financial data included in this rep@s$ been prepared in accordance with generalgpéed accounting
principles. Presently, these principles requirerepg of financial position and operating resutiserms of historical
dollars, except for available for sale securitiesgling securities and derivative instruments, Wwhigquire reporting at
fair value. Changes in the relative value of modeg to inflation or recession are generally notsabered.

In management’s opinion, changes in interest @ffest the financial condition of a financial irtstion to a far
greater degree than changes in the inflation Yétele interest rates are greatly influenced by ¢fesnn the inflation
rate, they do not change at the same rate or isdime magnitude as the inflation rate. Ratherrasteate volatility is
based on changes in the expected rate of inflati®mvell as on changes in monetary and fiscal ipsli@ financial
institution’s ability to be relatively unaffecteq lshanges in interest rates is a good indicataisafapability to
perform in today’s volatile economic environmeneattland seeks to insulate itself from interest xatatility by
ensuring that rate-sensitive assets and rate-senistbilities respond to changes in interestgatea similar time
frame and to a similar degree.

ITEM 7A.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk is the risk of loss arising from adwechanges in market prices and rates. Heartlandtketrisk is
comprised primarily of interest rate risk resultingm its core banking activities of lending angdsit gathering.
Interest rate risk measures the impact on earrifngs changes in interest rates and the effect orentfair market
values of Heartland’s assets, liabilities and @ffamce sheet contracts. The objective is to medbisreisk and
manage the balance sheet to avoid unacceptabletipbfer economic loss.

Heartland management continually develops and epplirategies to mitigate market risk. Exposumraaoket risk is
reviewed on a regular basis by the asset/lialglit;nmittees at the banks and, on a consolidated,dasthe Heartland
management team and board of directors. Darlings@tng Group, Inc. has been engaged to providetéisbility



management position assessment and strategy fdromuservices to Heartland and its bank subsicsaié least
guarterly, a detailed review of Heartland’s andheafcthe bank subsidiaries’ balance sheet riskileraf performed.
Included in these reviews are interest rate sermgitinalyses, which simulate changes in net istarecome in
response to various interest rate scenarios. Hailysis considers current portfolio rates, existimgturities, repricing
opportunities and market interest rates, in additooprepayments and growth under different intaise assumption
Selected strategies are modeled prior to implentientéo determine their effect on Heartlasdahterest rate risk profi
and net interest income. Through the use of thesds,tHeartland has determined that the balancet shetructured
such that changes in net interest margin in resptmshanges in interest rates would be minimbgther factors
being held constant. Management does not beliatdHeartland’s primary market risk exposures and timse
exposures were managed in 2003 have materiallygeltbwwhen compared to 2002.

Derivative financial instruments include futureswards, interest rate swaps, option contractsoéimer financial
instruments with similar characteristics. Heartfange of derivative financial instruments relateshe management
of the risk that changes in interest rates wilkeffits future interest payments. Heartland utiliaa interest rate swap
contract to effectively convert a portion of itgiadble rate interest rate debt to fixed interet cebt. Under the
interest rate swap contract, Heartland agreesyt@pamount equal to a fixed rate of interest tis@stional principe
amount, and to receive in return an amount equaldpecified variable rate of interest times thmesaotional
principal amount. The notional amounts are not argled and payments under the interest rate swamcbare mac
monthly. Heartland is exposed to credit-relatedéssin the event of nonperformance by the countisrpathe swap
contract, which has been minimized by entering theocontract with a large, stable financial ingign. As of
December 31, 2003, Heartland had an interest vedp sontract to pay a fixed rate of interest armetire a variable
rate of interest on $25.0 million of indebtednd&3dss contract expires on November 1, 2006. Therfairket value of
the interest rate swap contract was recorded iabiéity in the amount of $1.4 million as of Deceemnt81, 2003.

Heartland does enter into financial instrument$witf balance sheet risk in the normal course air®ss to meet the
financing needs of its customers. These finanogtruments include commitments to extend creditsiaddby letters
of credit. These instruments involve, to varyingmes, elements of credit and interest rate rigkkaoess of the
amount recognized in the consolidated balance sh€etnmitments to extend credit are agreementntbto a
customer as long as there is no violation of amdd@mn established in the contract. Commitmentsegally have
fixed expiration dates and may require collateraht the borrower. Standby letters of credit aredatonal
commitments issued by Heartland to guarantee tHerpgance of a customer to a third party up toadest amount ar
with specified terms and conditions. These commitisiéo extend credit and standby letters of craditnot recorded
on the balance sheet until the instrument is egedci

The table below summarizes the scheduled matudfiezarket risk sensitive assets and liabilitie®aBecember 31,
2003.

HEARTLAND FINANCIAL USA, INC.
Quantitative and Qualitative Disclosures about Marlet Risk
Table Of Market Risk Sensitive Instruments

December 31, 2003 (Dollars in thousar
Average Estimated

Interest Fair
MATURING IN: 2004 2005 2006 2007 2008  Thereafter TOTAL Rate Value

ASSETS
Fed funds sold and other short-term inv $ 3,44 $ - $ - % -3 - $ - $ 3,44¢ 4.3%% $ 3,44¢
Time deposits in other financial institutions - - 75¢& 377 - - 1,132 6.67 1,132
Trading 1,07z 1,07z 0.44 1,072
Securities 96,15¢ 73,90t 53,454 52,13¢ 32,88( 142,14° 450,68( 3.8t 450,68(
Loans and leases:

Fixed rate loans 227,31: 111,18¢ 130,59¢ 56,08 92,811 81,307 699,30! 6.8 715,01¢

Variable rate loans 275,72. 64,33¢ 67,98t 31,94: 55,76( 153,17« 648,92: 5.3¢ 652,86

Loans and leases, net 503,03 175,52¢ 198,58 88,03( 148,57: 234,48 1,348,22 1,367,87!



Total Market Risk Sensitive Assets

LIABILITIES
Savings
Time deposits
Fixed rate time certificates less than $100

Variable rate time certificates less than $100

Time deposits less than $100

Time deposits of $100 or more

Federal funds purchased, securities sold underchpse agreements
and other short-term borrowings

Other borrowings:
Fixed rate borrowings

Variable rate borrowings

Other borrowings

Total Market Risk Sensitive Liabilities

ITEM 8.

HEARTLAND FINANCIAL USA, INC.
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands, except per share c

ASSETS

Cash and due from ban
Federal funds sold and other sl-term investment

Cash and cash equivalel

Time deposits in other financial institutio
Securities

Trading, at fair valu

$ 602,63t $ 249,43: $ 252,79. $ 140,54! $ 181,45 $ 377,70: $1,804,55 $1,824,20!
. _____§ _____§ | N N ] I
$ 569,28! $ -$ -$ -$ -$ - $ 569,28! 0.82% $ 569,28!
196,42t  126,72: 57,88¢ 93,18¢ 42,00¢ 6,907 523,13¢ 3.51 531,29¢
3,26¢ 11,39¢ 2 - - - 14,66¢ 2.3¢ 14,66¢
199,69¢  138,11¢ 57,88¢ 93,18¢ 42,00¢ 6,907 537,80¢ 545,96:
87,29¢ 28,247 4,28: 8,78 10,21: 29€ 139,11¢ 2.51 141,48t
176,83! 176,83! 1.3¢€ 176,83!
22,26: 23,771 40,39: 1,291 21,04: 52,19¢ 160,95¢ 5.14 202,15¢

- 13,00( 13,00( 4.71 13,00(

22,26: 23,771 40,39: 1,291 21,04: 65,19¢ 173,95¢ 215,15¢
$1,055,37. $ 190,13° $ 102,56: $ 103,26: $ 73,26: $ 72,401 $1,596,99: $1,648,72!
L § _____§ ____§ ____®§ ____§ N ] —

Available for sal-at fair value (cost of $441,606 for 2003 and $388,®r 2002)

Loans and lease
Held for sale

Held to maturity
Allowance for loan and lease los:

Loans and leases, r

Assets under operating lee
Premises, furniture and equipment,

Other real estate, n

Goodwill, net
Core deposit premium and mortgage servicing ri

December 31, December 31,

Notes 2003 2002
4 $ 6842¢ $ 61,10¢
3,44¢ 39,88¢
71,86¢ 100,99:
1,137 1,671

5
1,072 91E
450,68 389,90

6
25,67¢ 23,167
1,322,54¢ 1,152,06!
7 (18,490 (16,09?)
1,329,73 1,159,14!
31,63¢ 30,367
8 49,84: 35,59
59¢ 452
20,16’ 16,05(
9 5,06¢ 4,87¢



Other asset 56,56: 46,011

TOTAL ASSETS $2,018,36! $1,785,97!

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES:
Deposits: 10
Demanc $ 246,28. $ 197,51t
Savings 569,28t 511,97¢
Time 676,92 628,49(
Total deposit: 1,492,48: 1,337,98!
Shor-term borrowings 11 176,83! 161,37¢
Other borrowing: 12 173,95¢ 126,29¢
Accrued expenses and other liabilit 34,16: 36,27¢
TOTAL LIABILITIES 1,877,44. 1,661,93
STOCKHOLDERS' EQUITY: 16,17,18,1

Preferred stock (par value $1 per share; authariz®4,000 shares, none issued or
outstanding - -

Series A Junior Participating preferred stock {gEue $1 per share; authoriz - -
16,000 shares, none issued or outstanding)

Common stock (par value $1 per share; authoriz@®0D,000 shares
December 31, 2003 and December 31, 2002; issu@613,14 and 9,905,783

shares at December 31, 2003 and December 31, agi&ctively’ 15,26: 9,90¢
Capital surplu 20,06t 16,72¢
Retained earning 102,58« 94,04¢
Accumulated other comprehensive inca 4,792 4,23(

Treasury stock at cost (98,211 shares at Decenihb@083 and 59,369 shares
December 31, 2002, respective (1,782 (86¢)
TOTAL STOCKHOLDERS' EQUITY 140,92! 124,04:
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $2,018,36! $1,785,97!
| |

See accompanying Notes to Consolidated Financié®ents

HEARTLAND FINANCIAL USA, INC.
CONSOLIDATED STATEMENTS OF INCOME
(Dollars in thousands, except per share de
For the Years Ended December 31,

Notes 2003 2002 2001

INTEREST INCOME:
Interest and fees on loans and le¢ 6 $ 8593t $ 8355 $ 89,45
Interest on securitie:

Taxable 9,10( 13,13: 14,14:

Nontaxable 3,952 2,757 1,79(C
Interest on federal funds sc 35E 322 1,981
Interest on interest bearing deposits in othemfiie institutions 174 24¢ 243
TOTAL INTEREST INCOME 99,517 100,01: 107,60¢

INTEREST EXPENSE:
Interest on deposi 10 27,76 31,39 45,78:



Interest on shc-term borrowings
Interest on other borrowing

TOTAL INTEREST EXPENSE

NET INTEREST INCOME
Provision for loan and lease los:

NET INTEREST INCOME AFTER PROVISION FOR LOAN AND

LEASE
LOSSES

NONINTEREST INCOME:

Service charges and fe

Trust fees

Brokerage commissior

Insurance commissior

Securities gains, ni

Gain (loss) on trading account securi
Impairment loss on equity securiti
Rental income on operating lea:
Gains on sale of loar

Valuation adjustment on mortgage servicing rig
Other noninterest incon

TOTAL NONINTEREST INCOME

NONINTEREST EXPENSES:
Salaries and employee bene
Occupancy

Furniture and equipme

Depreciation on equipment under operating le
Outside service

FDIC deposit insurance assessn

Advertising

Goodwill amortizatior

Core deposit premium amortizati

Other noninterest expens

TOTAL NONINTEREST EXPENSES

INCOME BEFORE INCOME TAXES
Income taxe:

INCOME FROM CONTINUING OPERATIONS
Discontinued operatior

Income from operation of discontinued branch (idalg gain on sale of

$2,602)
Income taxe:

Income on discontinued operati
NET INCOME

EARNINGS PER COMMON SHARE - BASIC

EARNINGS PER COMMON SHARE - DILUTED

CASH DIVIDENDS DECLARED PER COMMON SHARE

2,35( 2,64 4,51¢
8,21 8,29 8,32:
38,32 42,33: 58,62
61,19( 57,68( 48,98¢

7 4,18¢ 3,55¢ 4,25¢
57,00 54,12; 44,73:
6,207 5,97 4,667
3,81 3,407 3,14¢
86° 65€ 61t
70z 765 807
1,82t 79C 1,48¢
45 (59¢) (417)
(317) (267) (779)
13,80: 14,60: 15,44¢
6,33¢ 4,65¢ 2,73¢
33¢ (469) -
2,511 1,124 90C
36,54 30,64 28,62

15 33,11 28,571 25,18:

16 3,88( 3,17¢ 3,01
4,11¢ 3,27¢ 3,14
11,35¢ 11,55¢ 11,80¢
4,69t 4,31¢ 3,43
21€ 20¢ 20¢
2,35¢ 1,917 1,58¢

- - 1,057
404 498 61t
7,56( 7,14z 6,64¢€
67,69 60,65¢ 56,69
25,85t 24,11 16,65¢

14 8,13 7,52 5,53
17,71¢ 16,59( 11,12¢

- 3,751 46¢

- 1,47 184

- 2,27 28E

$ 17,71 18,86 11,41
| | |
$  1.1¢ 1.2¢ 0.7¢
$  1.1€ 1.2¢ 0.7¢
$ 021 0.27 0.27




See accompanying Notes to Consolidated Financidt®ents.

HEARTLAND FINANCIAL USA, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended December 31, 2003, 2002 arid
(Dollars in thousands

Cash Flows From Operating Activities:
Net income

Adjustments to reconcile net income to net caskigea by operating activitie:
Depreciation and amortizatic
Provision for loan and lease los:
Provision for income taxes less than (in excespayments
Net amortization of premium on securit
Securities gains, ni
(Increase) decrease in trading account secu
Loss on impairment of equity securiti
Loans originated for sa
Proceeds on sales of loe
Net gain on sales of loa
Increase (decrease) in accrued interest recer
Increase (decrease) in accrued interest pa
Other, ne

Net cash provided by operating activities

Cash Flows From Investing Activities:
Purchase of time depos
Proceeds on maturities of time depo
Proceeds from the sale of securities availabledte
Proceeds from the maturity of and principal paydewn securities available for si
Purchase of securities available for ¢
Net increase in loans and lea
Purchase of bar-owned life insurance policie
Increase in assets under operating le
Capital expenditure
Cash and cash equivalents received for sale oftipe
Proceeds on sale of OREO and other repossessésl

Net cash used by investing activitie

Cash Flows from Financing Activities:
Net increase in demand deposits and and savingsiats
Net increase (decrease) in time deposit accc
Net increase in sh¢-term borrowings
Proceeds from other borrowin
Repayments of other borrowin
Purchase of treasury sto
Proceeds from sale of common st
Dividends

Net cash provided by financing activities

Net increase (decrease) in cash and cash equis
Cash and cash equivalents at beginning of

CASH AND CASH EQUIVALENTS AT END OF PERIOD

Supplemental disclosures
Cash paid for income/franchise ta;
Cash paid for intere:
Securities held to maturity transferred to secesitivailable for sal

2003 2002 2001

$ 17,71¢ $ 18,867 $ 11,41«
15,54 15,20 16,61¢
4,18 3,565°¢ 4,28
71€ 1,99¢ (635)
7,580 4,42( 1,28¢
(1,829 (790) (1,489
(15€) 617 (1,529

317 267 777
(434,85)  (278,65()  (207,33)
438,67¢ 287,10t 201,56!
(6,339) (4,656 (2,739
(104) 23E 1,607

46¢ 491 (1,597
(1,80%) 19¢ (4,929
40,12t 48,85¢ 17,29;
(95) (1,069 -

70C 3 95¢
81,54t 47,08¢ 65,01(
188,52 151,09¢ 109,43t
(334,94) (263,560 (267,35
(171,799  (109,28) (55,119
(10,000 - (8,56%)
(12,622 (6,49 (11,669
(18,677 (7,399 (4,602)
- 30,46¢ -

1,24¢ 1,19: 79C
(276,110  (157,96() (171,110
106,07: 58,75¢ 111,33t
48,43( 77,80 (7,492
15,45¢ 67€ 20,79
52,75( 7,84( 69,38:
(5,09]) (25,330 (28,449
(7,999 (1,349 (1,026
1,33¢ 2,07¢ 1,68¢
(4,096 (3,926 (3,560)
206,86 116,54t 162,67t
(29,129 7,442 8,86°
100,99: 93,55( 84,68
$ 71,86¢ $ 100,99: $ 93,55(
| | |
$ 779" $ 6,646 $  6,36F
$ 38,69: $ 41,84 $ 61,79
$ - $ - $ 2,15¢



See accompanying Notes to Consolidated Financidt®ents.

HEARTLAND FINANCIAL USA, INC.

CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS' EQUITY AND COMPREHENSIVE

INCOME

For the years ended December 31, 2003, 2002 arid(®@dlars in thousands, except per share ¢

Balance at January 1, 20
Net Incom+2001

Unrealized gain on securities available for ¢

Unrealized gain (loss) on derivatives arising dgrine
periodnet of reclassification of $4

Reclassification adjustment for net security gaeaizec
in net income

Income taxe:

Comprehensive incorr
Cash dividends declare
Common, $.25 per sha
Purchase of 118,884 shares of common s
Sale of 211,197 shares of common st

Balance at December 31, 2C
Net Incom-2002

Unrealized gain on securities available for ¢

Unrealized gain (loss) on derivatives arising dgttine
period,net of reclassification of $6€

Reclassification adjustment for net security gaeaizec
in net income

Income taxe:

Comprehensive incorr
Cash dividends declare
Common, $.27 per sha
Purchase of 143,314 shares of common s
Sale of 393,307 shares of common st

Balance at December 31, 2C
Net Incom-2003

Unrealized gain on securities available for ¢

Unrealized gain (loss) on derivatives arising dgrtine
period,net of reclassification of $12

Reclassification adjustment for net security gaeaizec
in net income

Income taxe:

Comprehensive incorr
Cash dividends declare
Common, $.27 per sha
Three-for-two stock split
Purchase of 427,344 shares of common s
Issuance of 821,226 shares of common s

Accumulated
Other

26¢ 3,34(

Common Capital Retained Comprehensiv Treasury
Stock Surplus  Earnings Income (Loss  Stock Total
9,90¢ $ 18,81: $ 71,25 $ 1,301 $ (5,126 $ 96,14¢
11,41« 11,41«
3,79¢ 3,79¢
35C 35C
(71€) (71€)
(1,166 (1,166
13,67¢
(3,560 (3,560)
(1,026 (1,026
(69€) 2,54¢ 1,852
9,90¢ $ 18,11¢ $ 79,107 $ 3,665 $ (3,609 $ 107,09(
18,86 18,861
3,63( 3,63(
(2,100 (2,100
(523 (529
(342) (342)
19,53:
(3,926 (3,926
(1,34¢) (1,34¢)
(1,397 4,08¢ 2,69:
9,906 $ 16,725 $ 94,048 $ 4230 $ (868) $ 124,04:
17,71¢ 17,71¢
2,15¢ 2,15:
20¢ 20¢
(1,506 (1,506
(297 (29))
18,28:
(4,096 (4,096)
5,087 (5,087
(7,999 (7,999

7,08t 10,69/



Balance at December 31, 2C $ 15,262 $ 20,065 $ 102,584 $ 4,794 $ (1,782 $ 140,92

.= _____=~ _____®§ ___§ _____®§ |
See accompanying Notes to Consolidated Financié®ents

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

ONE
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations - Heartland Financial USA, Inc. ("Heartland") is altirbank holding company primarily
operating full-service retail banking offices seyicommunities in and around Dubuque and Lee Cesiiriilowa; Jo
Daviess, Hancock and Winnebago Counties in lllinDisne, Green, Sheboygan and Brown Counties in
Wisconsin; Bernalillo, Curry and Santa Fe CounitieNlew Mexico; and Maricopa County in Arizona. Tirncipal
services of Heartland, through its subsidiaries,DIC-insured deposit accounts and related sesyvased loans to
businesses and individuals. The loans consist pityya commercial, commercial real estate, anddestial real
estate.

Principles of Presentation - The consolidated financial statements include tweants of Heartland and its
subsidiaries: Dubuque Bank and Trust Company; Gaftate Bank and Trust Company; First CommunitykBan
Riverside Community Bank; Wisconsin Community BaNkew Mexico Bank & Trust; Arizona Bank & Trust;
Citizens Finance Co.; ULTEA, Inc.; DB&T Insurandec.; DB&T Community Development Corp.; DBT Invesnt
Corporation; WCB Mortgage LLC; Heartland Commuriitgvelopment, Inc.; Heartland Capital Trust |I; Hizad
Capital Trust II; Heartland Financial Statutory $rli; and Heartland Financial Statutory Trust All of Heartland’s
subsidiaries are wholly-owned except for ArizonaaB& Trust, of which Heartland was an 86% owneiDmtember
31, 2003 and WCB Mortgage, LLC, of which Heartlavas a 55% owner on December 31, 2003. All significa
intercompany balances and transactions have beemaled in consolidation.

The consolidated financial statements have begraped in accordance with accounting principles glyeaccepted
in the United States of America and prevailing pcas within the banking industry. In preparing Isdioancial
statements, management is required to make esirmaatbassumptions that affect the reported amadirissets and
liabilities and disclosure of contingent assets lgatllities as of the date of the balance shedtranenues and
expenses for the period. Actual results could dgfgnificantly from those estimates. Material e&ttes that are
particularly susceptible to significant change teka the determination of the allowance for load kease losses.

Trading Securities— Trading securities represent those securitiestlded intends to actively trade and are stated at
fair value with changes in fair value reflectechiominterest income. During the first quarter of 20Heartland began
purchasing securities, on a limited basis, withititent of actively trading those securities.

Securities Available for Sale -Available for sale securities consist of thoseusiies not classified as held to maturity
or trading, which management intends to hold fdefimite periods of time or that may be sold inp@sse to changes
in interest rates, prepayments or other similatofac Such securities are stated at fair value anhunrealized gain
loss, net of applicable income tax, reported aspamte component of stockholders’ equity. Secprigyniums and
discounts are amortized/accreted using the intemetttod over the period from the purchase dateed@xpected
maturity or call date of the related security. Gaon losses from the sale of available for salestées are determined
based upon the adjusted cost of the specific dg@oid. Unrealized losses judged to be other tharporary are
charged to operations for both securities avail&driesale and securities held to maturity.

Securities Held to Maturity -Securities that Heartland has the ability andtpasintent to hold to maturity are
classified as held to maturity. Such securitiessséaiged at amortized cost, adjusted for premiundsdéstounts that are
amortized/accreted using the interest method dveepériod from the purchase date to the maturity déathe related
security.

Loans and Leases - Interest on loans is accrued and credited to incdoased primarily on the principal balance
outstanding. Income from leases is recorded inedsing amounts over the term of the contract riegut a level rat
of return on the lease investment. The policy ofiland is to discontinue the accrual of interasbme on any loan
or lease when, in the opinion of management, tisesaeasonable doubt as to the timely collectioth® interest and
principal. When interest accruals are deemed uaxcidble, interest credited to income in the curngsdr is reversed
and interest accrued in prior years is chargetiéatlowance for loan and lease losses. Nonaclvaas and leases :



returned to an accrual status when, in the opinfananagement, the financial position of the boepmdicates the
there is no longer any reasonable doubt as tarttedyt payment of interest and principal.

Under Heartland credit policies, all nonaccrual and restructuoaahs are defined as impaired loans. Loan impait
is measured based on the present value of expktted cash flows discounted at the loan’s effextivterest rate,
except where more practical, at the observable ebgkce of the loan or the fair value of the cital if the loan is
collateral dependent.

Net nonrefundable loan and lease origination feelscartain direct costs associated with the lengnogess ar
deferred and recognized as a yield adjustmenttbredife of the related loan or lease.

Loans held for sale are stated at the lower ofegae cost or estimated fair value. Loans are@ola nonrecourse
basis with either servicing released or retained,gains and losses are recognized based on theedife between
sales proceeds and the carrying value of the loan.

Allowance for Loan and Lease Losses - The allowance for loan and lease losses is maedaat a level estimated by
management to provide for known and inherent riskbe loan and lease portfolios. The allowandeaised upon a
continuing review of past loan and lease loss egpee, current economic conditions, volume growtik,underlying
collateral value of the loans and leases and o#levant factors. Loans and leases which are deemsallectible are
charged off and deducted from the allowance. Piawssfor loan and lease losses and recoveriesenqusly
charged-off loans and leases are added to theatiosv

Premises, Furniture and Equipment - Premises, furniture and equipment are stated atessaccumulated
depreciation. The provision for depreciation ofpiges, furniture and equipment is determined tajigitt-line and
accelerated methods over the estimated useful éiv&8 to 39 years for buildings, 15 years for lamgrovements an
3 to 7 years for furniture and equipment.

Other Real Estate - Other real estate represents property acquiredghréoreclosures and settlements of loans.
Property acquired is carried at the lower of thagpal amount of the loan outstanding at the tohacquisition, plus
any acquisition costs, or the estimated fair valthe property, less disposal costs. The exckasyi of such costs at
the time acquired over the fair value is chargeairagj the allowance for loan and lease losses.eSuigst write dowr
estimated on the basis of later evaluations, gaih@sses on sales and net expenses incurred irtaimang such
properties are charged to operations.

I ntangible Assets — Intangible assets consist of goodwill, core dégwemiums and mortgage servicing rights.
Goodwill represents the excess of the purchase pfiacquired subsidiarieset assets over their fair value. On Ju
2001, Heartland adopted Financial Accounting StedglBoard Statement No. 142 (FAS 142), "Goodwid &ther
Intangible Assets.”" FAS 142 eliminates amortizabdgoodwill associated with business combinatioosipleted
after June 30, 2001. Effective January 1, 200y@bddwill amortization was discontinued. Heartlasdesses
goodwill for impairment annually, and more frequem the presence of certain circumstances. Inmpairt exists
when the carrying amount of the goodwill exceesdsnitplied fair value.

Core deposit premiums are amortized over ten yaaes accelerated basis. Periodically, Heartlan@wes the
intangible assets for events or circumstancesniagtindicate a change in the recoverability ofuhderlying basis,
except mortgage servicing rights which are reviewealterly.

Mortgage servicing rights associated with loanginated and sold, where servicing is retainedcapatalized. The
values of these capitalized servicing rights areréimed in relation to the servicing revenue expddb be earned. Tl
carrying values of these rights are reviewed qugrfer impairment. For purposes of measuring impeant, the right
are stratified into certain risk characteristicslinling loan type, note rate, prepayment trendseaernal market
factors. A valuation allowance of $131 thousand veagiired as of December 31, 2003, and a valuatlowance of
$469 thousand was required as of December 31, 2002.

The following table summarizes the changes in eipéd mortgage servicing rights:

(Dollars in thousands
2003 2002

Balance, beginning of ye $ 244:  $ 1,17¢
Originations 2,54¢ 2,49¢



Amortization (2,290 (761)
Valuation adjustmer 33¢ (46€)

Balance, end of ye: $ 3037 % 2,447

Mortgage loans serviced for others were $539.1%%%%.1 million as of December 31, 2003 and 200heetively.
Custodial escrow balances maintained in conneetiinthe mortgage loan servicing portfolio were @pgmately

$2.5 and $1.8 million as of December 31, 2003 dR2respectively.

Income Taxes - Heartland and its subsidiaries file a consoliddéetral income tax return. Heartland and its

subsidiaries file separate income or franchise¢txrns as required by the various states.

Heartland has a tax allocation agreement whichigesvthat each subsidiary of the consolidated gpaypa tax
liability to, or receive a tax refund from Heartthrcomputed as if the subsidiary had filed a separdturn.

Heartland recognizes certain income and expens#iffément time periods for financial reporting aimdome tax

purposes. The provision for deferred income tagdmsed on an asset and liability approach andsepts the change

in deferred income tax accounts during the yeatuding the effect of enacted tax rate changeseDed tax assets

are recognized if their expected realization is renkely than not."

Treasury Stock - Treasury stock is accounted for by the cost metiwereby shares of common stock reacquired are

recorded at their purchase price.

Trust Department Assets - Property held for customers in fiduciary or agenapacities is not included in the
accompanying consolidated balance sheets, ast&meh are not assets of the Heartland banks.

Earnings Per Share - Amounts used in the determination of basic ahateli earnings per share for the years ended

December 31, 2003, 2002 and 2001 are shown iratiie below:

(Dollars in thousands

Income from continuing operatiol

Discontinued operation

Income from operations of discontinued bra(including gain on sale of $2,60
Income taxe:

Income from discontinued operatia

Net income

Weighted average common shares outstanding foc kasnings per shate
Assumed incremental common shares issud upon egeststock options

Weighted average common shares for diluted earmiagsharée

Earnings per common sh-basic

Earnings per common sh-diluted

Adjusted earnings per share from continuing openatbasic
Adjusted earnings per share from continuing openatidilutec?
Earnings per common share-basic

Earnings per common share-diluted

Adjusted earnings per share from continuing openatbasic
Adjusted earnings per share from continuing openatidiluted*

1In thousands.

2002 2002 2001
$ 17,71¢ $ 1659 $ 11,12
- 3,751 46¢
- 1,47 184
- 2,27 28E

$ $ $
17,71¢ 18,86 11,41
| | |
14,98 14,68¢ 14,40:
274 96 15¢
15,25¢ 14,78 14,55¢
| | |
$ 116 $ 128 $  0.7¢
$ 116 $ 126 $  0.7¢
$ 116 $ 118 $ 077
$ 116 $ 11z $  0.7€
$ 116 $ 126 $ 087
$ 116 $ 126 $ 08
$ 116 $ 118 $ 08
$ 116 $ 11z $ 08¢



2 Excludes the discontinued operations of our Eair€kranch and the related gain on sale in thetfiaquarter of 2002.

3 Excludes goodwill amortization discontinued witle #idoption of FAS 142 onJanuary 1, 2002, and the adoption of FAS 147 oneSeper
30, 2002

4Excludes goodwill amortization discontinued witle #idoption of FAS 142 onJanuary 1, 2002, and the adoption of FAS 147 oneSwper
30, 2002, and thdiscontinued operations of our Eau Claire branahthe related gain on sale in the fourth quarteGar2.

Cash Flows - For purposes of reporting cash flows, cash and egslvalents include cash on hand, amounts due fror
banks, federal funds sold and other short-termstments. Generally, federal funds are purchasedalddor oneday
periods.

Effect of New Financial Accounting Standards - In June 2001, the Financial Accounting Standardsr@¢'FASB")
issued Statement No. 143 (FAS 143), "AccountingAsset Retirement Obligations,” which addressesedbegnition
and measurement of obligations with the retirenoémangible long-lived assets. FAS 143 was effecfianuary 1,
2003, with early adoption permitted. Heartland addg-AS 143 effective January 1, 2003, and the t@alopf the
Statement did not have a material effect on thanitmal statements.

In August 2001, the FASB issued Statement No. EA5(144), "Accounting for the Impairment or DisplbsilLong-
Lived Assets," which supersedes both StatementlRb(FAS 121), "Accounting for the Impairment ofrigaLived
Assets and for Long-Lived Assets to Be Disposed &fd the accounting and reporting provisions ofdmting
Principles Bulletin (APB) Opinion No. 30, "Repongithe Results of Operations—Reporting the EffetBisposal of
a Segment of a Business, and Extraordinary, Unushlnfrequently Occurring Events and Transactidios the
disposal of a segment of a business (as previagsiged in that Opinion). FAS 144 retains the funeatal provision
in FAS 121 for recognizing and measuring impairmesses on long-lived assets held for use and liweg-assets to
be disposed of by sale, while also resolving sigaift implementation issues associated with FAS E2L example,
FAS 144 provides guidance on how a long-lived assetl as part of a group should be evaluated fpaimment,
establishes criteria for when a long-lived asséeisl for sale, and prescribes the accounting fong-lived asset that
will be disposed of other than by sale. FAS 144instthe basic provisions of APB Opinion No. 30hamv to present
discontinued operations in the income statemenbingdens that presentation to include a comparfean entity
(rather than a segment of a business). Unlike FAS an impairment assessment under FAS 144 wikmeasult in a
write-down of goodwill. Rather, goodwill is evaledtfor impairment under FAS 142. Heartland adopi&8 144
effective January 1, 2002, and applied FAS 144d¢cstale of Wisconsin Community Bank’s branch in Egaire,
Wisconsin.

In June 2002, the FASB issued Statement No. 14&(E4#6), "Accounting for Costs Associated with ExiDisposal
Activities," which addresses financial accountimgl aeporting of costs associated with exit or déspp@ctivities.
Under FAS 146, such costs will be recognized wieniability is incurred, rather than at the dat¢he commitment
to an exit plan. FAS 146 is effective for exit asgbsal activities that are initiated after Decentfy 2002, with early
adoption permitted. Heartland adopted FAS 146 onaky 1, 2003 and the adoption of the Statemenndiidhave a
material effect on the financial statements.

In October 2002, the FASB issued Statement No.(EAB 147), "Acquisitions of Certain Financial Instions,"
which amends Statement No. 72 (FAS 72), "AccounfiilmgCertain Acquisitions of Banking or Thrift Inisttions," anc
no longer requires the separate recognition angegjutent amortization of goodwill. FAS 147 also adseRAS 144 t(
include in its scope core deposit intangibles. Haad adopted FAS 147 on September 30, 2002. Axoémber 31,
2003 and December 31, 2002, Heartland had unaradrgjaodwill in the amount of $20.2 and $16.1 millio
respectively, and unamortized core deposit premiantize amount of $2.0 and $2.4 million, respedyiv®n June 30,
2003, Heartland completed the buyout of all miryosibckholders of New Mexico Bank & Trust as agrapdn
during its formation in 1998. This transaction fesaiin a $4.1 million increase in goodwill. Amadition expense
related to goodwill was $1.1 million for the yeaided December 31, 2001. Amortization expense kklateore
deposit intangible assets was $404, $495 and $&isand for the years ended December 31, 2003, &002001,
respectively.

The table below reconciles reported earnings fewymars ended December 31, 2003, 2002 and 20W0djtested”
earnings, which exclude goodwill amortization.

ADJUSTED EARNINGS SCHEDULE



(Dollars in thousands, except per share ¢

Year ended Year ended

December 31,December 31,

2003 2002 Year endeDecember 31, 20C

Reported Reported Reported Goodwill "Adjusted"
Earnings Earnings Earnings  Amortization ~ Earnings
Income from continuing operations before incomes& $ 25,85¢ $ 24,11: $ 16,65¢ $ 1,057 $ 17,71¢
Income taxe: 8,137 7,52% 5,53( 5,53(
Income from continuing operatiol $ 17,71¢ $ 16,59( $ 11,12¢ $ 1,057 $ 12,18¢
I I NN . ———
Net income $ 17,71¢ $ 18,867 $ 11,41+ $ 1,051 $ 12,47
I I . . ——

Earnings per share before effect of change in atewy
principle $ 118 $ 1.1 $ 077 $ 0.07 $ 0.8t
I I NN . ———
Earnings per common she $ 11¢ $ 12¢ % 0.7¢ $ 0.07 $ 0.87
I I NN . ———

Earnings per share-diluted before effect of change

accountingprinciple $ 1.1€ $ 112 $ 0.7¢ $ 0.07 $ 0.84
I I NN . ———
Earnings per sha-diluted $ 1.1€ $ 1.2 $ 0.7¢ $ 0.07 $ 0.8t
I

In November of 2002, the FASB issued Interpretabian 45 (FIN 45), "Guarantor’'s Accounting and Dasure
Requirements for Guarantees, Including Indirectr@nizzes of Indebtedness of Others.” This Interpogtalescribes
the disclosures to be made by a guarantor in mtand annual financial statements about obligatiotier certain
guarantees the guarantor has issued. It alsoiefatifat a guarantor is required to recognizehatriception of a
guarantee, a liability for the fair value of thdightion undertaken in issuing the guarantee. hit&al recognition and
measurement provisions of FIN 45 are applicabla prospective basis to guarantees issued or madifier
December 31, 2002. Heartland adopted FIN 45 effedanuary 1, 2003, and the adoption of FIN 45hdichave a
material effect on the financial statements.

In December 2002, the FASB issued Statement No(AA8 148), "Accounting for Stock-Based Compensatio
Transition and Disclosure, an amendment to FASBeStant 123." FAS 148 provides alternative methddsansition
for a voluntary change to the fair value based wekthf accounting for stock-based employee compemsdnh
addition, FAS 148 amends the disclosure requiresn@nEAS 123 to require more prominent disclosumdsoth
annual and interim financial statements about tethod used on reported results. FAS 148 was eftettr financial
statements for fiscal years ending after DecembeR002. Heartland adopted the disclosure provssaii-AS 148 in
2002.

In January 2003, the FASB issued Interpretation46o(FIN 46), "Consolidation of Variable InteresttiEes " and, in
December 2003, issued Revised Interpretation NgFB% 46R), "Consolidation of Variable Interest Hiets," which
replaced FIN 46. Heartland adopted the disclostoeigions of FIN 46 effective December 31, 2002. k&bruary 1,
2003, Heartland adopted the recognition and measmeof provisions of FIN 46 for variable interesttities (VIE'S)
formed after January 31, 2003, and, on Decembe2(®13, Heartland adopted FIN 46R. Heartland hasevdy
formed variable interest entities subject to thev@ions of FIN 46. The adoption of FIN 46 and FBR did not have
a material effect on the consolidated financialesteents of Heartland.

In April 2003, the FASB issued Statement No. 1488H.49), "Amendment of Statement 133 on Derivative
Instruments and Hedging Activities." FAS 149 ameRAS 133, "Accounting for Derivative Instrumentsianedging
Activities," for decisions made (1) as part of erivatives Implementation Group process that éffety required
amendments to FAS 133, (2) in connection with o8B projects dealing with financial instrumeraad (3) in
connection with the implementation issues raiseeliation to the application of the definition oflarivative, in
particular, the meaning of "an initial net investrhthat is smaller than would be required for otiypes of contract



that would be expected to have a similar respamsbdnges in market factors,” the meaning of "ugohgy” and the
characteristics of a derivative that contains foiag components. FAS 149 is generally effectivectamtracts entered
into or modified after June 30, 2003, and for hadgelationships designated after June 30, 2008rtldaad adopted
FAS 149 on July 1, 2003, and such adoption dichagt a material effect on its financial positiorresults of
operations.

In May 2003, the FASB issued Statement No. 150 (EB®), "Accounting for Certain Financial Instrumemtith
Characteristics of both Liabilities and Equity."i3 Istatement establishes standards for how anristassifies and
measures certain financial instruments with charatics of both liabilities and equity. It requsrthat an issuer
classify a financial instrument that is within gisope as a liability (or an asset in some circuntgts). Many of those
instruments were previously classified as equitysStatement was effective for financial instrutsesmtered into or
modified after May 31, 2003, and otherwise effezt@t the beginning of the first interim period megng after June
15, 2003, except for mandatory redeemable finametsatuments of nonpublic entities. On OctoberZ®)3, the FASI
voted to defer for an indefinite period the appima of the guidance in FAS 150, to non-controllinterests that are
classified as equity in the financial statementa stibsidiary but would be classified as a liapihh the parent’s
financial statements. The adoption of the sectafrikis Statement that have not been deferred aichave a
significant impact on Heartland’s financial conditior results of operations. The section noted atloat has been
deferred indefinitely is not expected to have aificant impact on Heartland’s financial conditionresults of
operations.

Stock-Based Compensation - Heartland applies APB Opinion No. 25 in accougfior its Stock Option Plan and,
accordingly, no compensation cost for its stockans has been recognized in the financial statesnéfatd Heartland
determined compensation cost based on the faie\atlthe grant date for its stock options under N&S148,
Heartland’s net income would have been reducelde@to forma amounts indicated below:

(Dollars in thousands, except earnings per shagg

2003 2002 2001
Net income as reporte $ 17,71¢ $ 18,867 $ 11,41«
Pro forma 17,50: 18,61¢ 11,11:
Earnings per sha-basic as reporte $ 1.1¢  $ 1.2¢ $ .79
Pro forma 1.17 1.27 T7
Earnings per sha-diluted as reporte $ 1.1€ $ 1.2¢ $ .78
Pro forma 1.1¢F 1.2¢ .76

Pro forma net income only reflects options grartetthe years from 1996 through 2003. Therefore falempact of
calculating compensation cost for stock optionsaneAS 123 is not reflected in the pro forma nebme amounts
presented above because compensation is reflee¢edh® options’ vesting period, and compensatmst tor options
granted prior to January 1, 1996, is not considered

Stock Split - The Heartland board of directors declared a tfoed¢wo stock split payable December 29, 2003getid in the form of a stock
dividend. All related information, including eargmper share, has been restated to reflect timsacsion.

Reclassifications - Certain reclassifications have been made to peoiods’consolidated financial statements to pl
them on a basis comparable with the current pesiodhsolidated financial statements.

TWO
DISCONTINUED OPERATIONS

On December 15, 2002, Heartland sold the assetbadidies of its Eau Claire, Wisconsin branchWfisconsin
Community Bank due to the fact that the branchndilachieve critical mass in the marketplace. &ie allowed
Heartland to redirect assets to markets wheredhaype more productively and profitably employegaihs sold
totaled $34.3 million and deposits assumed by thebtotaled $6.7 million. As part of the sale agnent, Wisconsin
Community Bank subsequently purchased loans of $dli®n from the buyer. Prior to the applicatiohtbe direct
costs of $133 thousand, the transaction resultadyain on sale of $1.6 million, net of tax. Thasgunts are include
in the line item, "Income from operation of disdaned branch." The bran’s pretax profit or loss, for the perio



presented, is also reflected in this line item. ifiddally, included in this line item are $1.2 nolh and $906 thousand
of net interest income for the branch for the yesrded December 31, 2002 and 2001, respectively.

THREE
ACQUISITIONS

Heartland regularly explores opportunities for asigions of financial institutions and related messes. Generally,
management does not make a public announcement abagquisition opportunity until a definitive agment has
been signed.

In February of 2004, Heartland announced thatdtdigned a definitive agreement to acquire RockyiMain
Bancorporation, the holding company for Rocky Ma@imBank, a financial institution providing retaihd
commercial banking services from eight locationsdighout Montana. The total purchase price uponpdeton,
subject to obtaining stockholder and regulatoryrapals, will be approximately $34.5 million, andligonsist of a
minimum of 50% in Heartland common stock and thea@der in cash. The transaction is expected ®eatturing th
second quarter of 2004. Rocky Mountain Bancorponatiad assets of $369.7 million at December 313 280d
revenues of $1.9 million in the latest twelve-mopériod ended December 31, 2003.

In February of 2003, Heartland entered into anement with a group of Arizona business leaderstabdish a new
bank in Mesa. Arizona Bank & Trust opened on AudiBt2003, and Heartland funded the $12.0 milliatial
investment through use of its revolving credit line

FOUR
CASH AND DUE FROM BANKS

The Heartland banks are required to maintain ceeaerage cash reserve balances as a memberkddbeal Resen
System. The reserve balance requirements at Decehp2003 and 2002 were $5.6 and $5.2 millioneespely.

FIVE
SECURITIES

The amortized cost, gross unrealized gains anésomsd estimated fair values of available for saurities as of
December 31, 2003 and 2002, are summarized asvillo

(Dollars in thousands

Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value
2003
Securities available for sale
U.S. government corporations, agencies
treasuries $ 182,07¢ $ 1,247 $ (397) $ 182,93
Mortgage-backed securitie 149,43 2,047 (245) 151,23:
Obligations of states and political subdivisic 87,29¢ 6,007 (96) 93,21(
Total debt securitie 418,80¢ 9,301 (732) 427,37
Equity securitie: 22,79¢ 55¢ (53) 23,30:
Total $ 441,60t $ 9,85¢ $ (785) $ 450,68
Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Fair Value

2002
Securities available for sale

U.S. government corporations, agencies
treasuries $ 08,08¢ $ 3,251 $ - 3 101,33¢



Mortgage-backed securitie 185,21¢ 2,35: (251) 187,31¢

Obligations of states and political subdivisic 67,81( 3,64¢ (67) 71,39:
Total debt securitie 351,11 9,252 (31¢) 360,04
Equity securitie: 30,28t¢ 157 (589) 29,85:
Total $ 381,39¢ $ 9,40¢ $ (907) $ 389,90(

The amortized cost and estimated fair value of deburities available for sale at December 31, 2b9&stimated
maturity, are as follows. Expected maturities iffer from contractual maturities because issmeay have the right
to call or prepay obligations with or without peties.

(Dollars in thousands
Amortized Estimatec

Cosl Fair Value

Securities available for sal
Due in 1 year or les $ 94,73¢ $ 96,15¢
Due in 1to 5 year 210,90 212,37
Due in 5to 10 yeat 33,73 35,73:
Due after 10 year 79,42¢ 83,11:
Total $ 418,80¢ $ 427,37

As of December 31, 2003, securities with a faiueabf $222.2 million were pledged to secure pudtid trust
deposits, short-term borrowings and for other psesaas required by law.

Gross gains and losses related to sales of sesuitti the years ended December 31, 2003, 2002G01M are
summarized as follows:

(Dollars in thousands

2003 2002 2001
Securities sold
Proceeds from salt $ 8154 $ 46,79%¢ $ 65,01
Gross security gair 1,99( 941 2,23
Gross security losse 167 151 744

During the years ended December 31, 2003, 2002@d#l Heartland incurred other than temporary inmpairt losse
of $317, $267 and $773 thousand on equity secsidilable for sale.

The following table summarizes the amount of urizedl losses, defined as the amount by which costmmrtized cost exceeds fair value,

the related fair value of investments with unreadizosses in Heartland’s securities portfolio aBetember 31, 2003. The investments were
segregated into two categories: those that have ibee continuous unrealized loss position for kess 12 months and those that have be

a continuous unrealized loss position for 12 oremaonths. The reference point for determining homglan investment was in an unrealized
loss position was December 31, 2003. The only itmvest held by Heartland as of December 31, 20G8,hthd unrealized losses for a period
greater than 12 months was one equity securitywhéa a fair market value at December 31, 2003 wha at 91% of its initial cost to
Heartland. The fair market value on total debt séies temporarily impaired as of December 31, 2008s no less than 94% of Heartland’s
cost to acquire these securities. In the caseeoétjuity securities temporarily impaired for a pdrof less than twelve months, the fair market
value of these two common stock holdings was netlean 81% of Heartland’s cost to acquire that comstock.

UNREALIZED LOSSES ON SECURITIES
December 31, 20C
Less than 12 months 12 months or longer Total




Unrealized

FairValue  Losses

FairValue Losses

Unrealized
Fair Value Losses

Unrealized

U.S. government corporations, agencies and tress $ 7661 $ 391 -$ 76,61 $ 391
Mortgage-backed securitie 24,69¢ 245 - - 24,69¢ 24E
Obligations of states and political subdivisic 6,15( 96 - - 6,15( 96
Total debt securitie 107,45¢ 73z - - 107,45¢ 73z
Equity securitie: 22¢ 43 117 10 343 53
Total temporarily impaird securitie $ 107,68. $ 77t $ 117 $ 10 $ 107,79 $ 78t

SIX
LOANS AND LEASES

Loans and leases as of December 31, 2003 and 2@02 as follows:

(Dollars in thousands

2003 200z

Commercial and commercial real est $ 881,82:. $ 743,52
Residential mortgag 152,58( 145,93:
Agricultural and agricultural real este 166,18: 155,59¢
Consumel 136,80t 120,85:
Loans, gros: 1,337,38! 1,165,901
Unearned discout (1,836 (2,16))
Deferred loan fee (947) (811)
Loans, ne 1,334,60:! 1,162,922
Direct financing lease:

Gross rents receivab 11,02( 9,76¢

Estimated residual valt 4217 4, 33¢

Unearned incom (1,616 (1,799

Direct financing leases, n 13,62: 12,30¢
Allowance for loan and lease los: (18,490() (16,09))
Loans and leases, r $ 1,329,73 $ 1,159,14!

Direct financing leases receivable are generaltytsterm equipment leases. Future minimum leasenpays as of
December 31, 2003, were as follows: $5.2 millionZ604, $4.1 million for 2005, $2.3 million for 260$2.0 million

for 2007 and $1.6 million thereafter.

As Dubuque Bank and Trust Company is the largdstidiary of Heartland, the majority of the loan talio is
concentrated in northeast lowa, northwest llliramsl southwest Wisconsin.

Loans and leases on a nonaccrual status amoun$&ditand $3.9 million at December 31, 2003 and2200
respectively. The allowance for loan and leaseg®sslated to these nonaccrual loans was $879amtitiousand,

respectively. All nonaccrual loans were subjed telated allowance at December 31, 2003, and Deee8i, 2002,
as Heartland’s allowance adequacy methodology iitksht specific allocation for each credit. Thermage balances
of nonaccrual loans for the years ended Decemhe2(®13, 2002 and 2001 were $4.3, $6.3 and $7.0omill
respectively. For the years ended December 31,,Z0IR and 2001, interest income which would haaenlrecorde
under the original terms of these loans and leasesinted to approximately $475, $272 and $557 thalis
respectively, and interest income actually reco@®dunted to approximately $46, $57 and $188 thuly:



respectively

Loans and leases on a restructured status amotan$@dat December 31, 2003 and 2002. The allowfordean and

lease losses related to these nonaccrual loan$Oas the same periods. The average balanceswéictured loans

for the years ended December 31, 2003, 2002 ant ®66e $0, $119 and $355 thousand, respectivelytheoyears

ended December 31, 2003, 2002 and 2001, interastni@ which would have been recorded under theraiigerms c
these loans and leases amounted to approximate$yo&ind $32 thousand, respectively, and intenesine actually
recorded amounted to approximately $0, $9 and @9s#nd, respectively.

Loans are made in the normal course of businedsdotors, officers and principal holders of equagcurities of
Heartland. The terms of these loans, includingr@sterates and collateral, are similar to thosealieg for
comparable transactions and do not involve mone ghaormal risk of collectibility. Changes in suoans during the
year ended December 31, 2003 and 2002 were asvfollo

(Dollars in thousands

2003 2002
Balance at beginning of ye $31,94. $26,91:
Advances 10,63¢ 24,35
Repayment: (11,64¢ (19,329
Balance, end of ye: $ 30,93¢ $ 31,94

SEVEN
ALLOWANCE FOR
LOAN AND LEASE LOSSES

Changes in the allowance for loan and lease Idsséise years ended December 31, 2003, 2002 ant, e as
follows:

(Dollars in thousands

200¢ 2002 2001
Balance at beginning of ye $ 16,09. $ 14,66( $ 13,59:
Provision for loan and lease losses from continoiperation: 4,18: 3,55¢ 4,25¢
Provision for loan and lease losses from discoetinoperation - (329) 25
Recoveries on loans and leases previously charffe 60¢ 1,41( 54z
Loans and leases charged (2,392) (3,209 (3,757%)
Balance at end of ye. $ 18,49( $ 16,09 $ 14,66(

EIGHT
PREMISES, FURNITURE AND EQUIPMENT

Premises, furniture and equipment as of Decembe2@13 and 2002, were as follows:

(Dollars in thousands
200z 2002

Land and land improvemer $ 7,66¢ $ 6,61C
Buildings and building improvemen 39,18 29,89¢
Furniture and equipme 26,84¢ 20,96(
Total 73,70:  57,46¢
Less accumulated depreciati (23,867 (21,87%)

Premises, furniture and equipment, $49,84: $ 35,59!



Depreciation expense on premises, furniture angetgnt was $3.5, $2.8, and $2.7 million for 200302, and 2001,
respectively.

NINE
INTANGIBLE ASSETS

The gross carrying amount of intangible assetstlam@ssociated accumulated amortization at DeceBihe2003 and
2002 are presented in the tables below.

(Dollars in thousands December 31, 200 December 31, 200

Gross Gross
Carrying Accumulatec Carrying Accumulatec
Amount Amortization Amount Amortization

Amortized intangible asse

Core deposit intangible $ 449; $ 2,460 % 449; $ 2,05¢
Mortgage servicing right 3,71z 67% 3,34¢ 90:<
Total $ 8,20¢ % 3,13t % 7,83 % 2,95¢
Unamortized intangible asse $ 5,06¢ $ 4,87¢

The following table shows the estimated future dmed intangible assets:

(Dollars in thousands

Core Mortgage
Deposit  Servicing
Intangible: Rights Total

Year ende(

2004 $ 35 $ 1,092 $ 1,44
2005 35¢ 55& 90¢
2006 35¢ 462 81¢€
2007 35¢ 37C 72%
2008 35¢ 27¢€ 631
TEN

DEPOSITS

The aggregate amount of time certificates of dépoglenominations of one hundred thousand dotarsore as of
December 31, 2003 and 2002, were $139.1 and $12i8i@n, respectively. At December 31, 2003, thaextuled
maturities of time certificates of deposit werd@bws:

(Dollars in thousands

2003
2004 $ 286,99
2005 166,36
2006 62,16¢
2007 101,97.
2008 52,21¢
Thereaftel 7,20¢

$ 676,92



Interest expense on deposits for the years endedmmer 31, 2003, 2002 and 2001, was as follows:

(Dollars in thousands

2003 2002 2001
Savings and money market accol $ 4,79¢ $ 6,53C $ 11,85¢
Time certificates of deposit in denominations 0®&,000 or mor 3,72( 4,50¢ 8,22(
Other time deposit 19,24¢ 20,36( 25,70¢
Interest expense on depos $ 27,76: $ 31,39 % 45,78:

ELEVEN
SHORT-TERM BORROWINGS

Short-term borrowings as of December 31, 2003 &2 2were as follows:

(Dollars in thousand:s

2003 2002
Securities sold under agreements torepurc  $ 112,82° $ 99,00«
Federal funds purchas 32,05( 28,32t
U.S. Treasury demand nc 4,94¢ 6,55(
Citizens sho-term notes 2,012 2,50(
Notes payable to unaffiliated bar 25,00( 25,00(
Total $ 176,83 $ 161,37¢

On September 28, 2000, Heartland entered intodit@greement with two unaffiliated banks to replan existing
term credit line, as well as to increase availgbiinder a revolving credit line. Under the newemsed revolving
credit lines, Heartland may borrow up to $50.0 imillat any one time. At December 31, 2003 and Déeerl, 200:
$25.0 million was outstanding on the revolving drédes. The additional credit line was establdipeimarily to
provide additional working capital to the nonbarksubsidiaries and to meet general corporate camanitis.

All repurchase agreements as of December 31, 2002@02, were due within six months.

Average and maximum balances and rates on aggrelgateterm borrowings outstanding during the yesded
December 31, 2003, 2002 and 2001, were as follows:

(Dollars in thousands

2003 2002 2001
Maximum montl-end balanc: $ 176,83" $ 161,37¢ $ 162,74«
Average mont-end balanc: 151,03 140,28: 151,13¢
Weighted average interest rate for the \ 1.52% 1.9¢% 3.96%
Weighted average interest rate at -end 1.3¢% 1.5%% 1.3%%

TWELVE
OTHER BORROWINGS

Other borrowings at December 31, 2003 and 2002 agffollows:

(Dollars in thousands
2003 2002




Advances from the FHLB; weighted average maturéted at December 31, 2003 ¢
2002 were August 2006 and February 2005, respégtiared weighted average

interest rates were 4.29% and 5.04%, respect $101,47¢ $ 72,48
Notes payable on leased assets with interestvatgsg from 2.36% to 8.52¢ 13,06: 14,24¢
Trust preferred securitie 58,00( 38,00(
Contracts payable to previous stockholders of Mali@ancshares, Inc. for acquisiti

due over a thre- or five-year schedule at 7.00% through January : 627 1,25k
Community Development Block Grant Loan Program it City of Dubuque at 3.00

due April 2013 50C -
Contracts payable for purchase of real e 292 31€
Total $173,95¢ $126,29¢

The Heartland banks are members of the Federal Hamwe Bank ("FHLB") of Des Moines, Chicago, or &l The
advances from the FHLB are collateralized by thekbainvestment in FHLB stock of $13.0 and $26.Tlion at
December 31, 2003 and 2002, respectively. Additioobateral is provided by the banks’ one-to-founit residential
mortgages, commercial and agricultural mortgagéssaaurities pledged totaling $461.5 million at Beber 31,
2003 and $195.8 million at December 31, 2002.

On October 10, 2003, Heartland completed an offienin$20.0 million of 8.25% fixed rate cumulativapital
securities representing undivided beneficial irgexén Heartland Statutory Trust Ill. The procerdsn the offering
were used by Heartland Statutory Trust Il to pas#hjunior subordinated debentures from Heartl@hd.

proceeds will be used for general corporate pugaseluding future acquisitions or the retiremehtlebt. Interest is
payable quarterly on March 31, June 30, Septenband December 31 of each year. The debentureswailire and
the capital securities must be redeemed on Octihe2033. Heartland has the option to shorten thinty date to a
date not earlier than October 10, 2008. Heartlaag not shorten the maturity date without prior @wat of the Boar:
of Governors of the Federal Reserve System, ifirequPrior redemption is permitted under certaiownstances,
such as changes in tax or regulatory capital rilesonnection with this offering, the balance efatred issuance
costs included in other assets was $223 thousaotiascember 31, 2003. These deferred costs aretiastbon a
straight-line basis over the life of the debentures

On June 27, 2002, Heartland completed an offerfrgp® million of variable rate cumulative capisacurities
representing undivided beneficial interests in Haad Financial Capital Trust Il. The proceeds frthra offering were
used by the trust to purchase junior subordinagdxdtures from Heartland. The proceeds are bekd) fos general
corporate purposes. Interest is payable quarterarch 30, June 30, September 30 and Decembeir&h year.
The debentures will mature and the capital seesritiust be redeemed on June 30, 2032. Heartlaritiehaption to
shorten the maturity date to a date not earlien thane 30, 2007. Heartland may not shorten therntatate without
prior approval of the Board of Governors of the éradlReserve System, if required. Prior redempsgrermitted
under certain circumstances, such as changes or ta&gulatory capital rules. In connection witistbffering, the
balance of deferred issuance costs included irr atsets was $158 thousand as of December 31, 2h68e deferre
costs are amortized on a straight-line basis dwelife of the debentures.

On December 18, 2001, Heartland completed an affeaf $8.0 million of variable rate cumulative dapsecurities
representing undivided beneficial interests in Haad Statutory Trust Il. The proceeds from theenffg were used t
Heartland Statutory Trust Il to purchase junior@ulnated debentures from Heartland. The proceetbaing used
for general corporate purposes, including the reqent of $8.0 million of indebtedness on the revadvcredit lines.
Interest is payable quarterly on March 18, JuneSEptember 18 and December 18 of each year. Tlentlgbs will
mature and the capital securities must be redeemé&xkecember 18, 2031. Heartland has the optiohdden the
maturity date to a date not earlier than DecemBeRPQ@06. Heartland may not shorten the maturitg athout prior
approval of the Board of Governors of the FedeeddRve System, if required. Prior redemption isniéed under
certain circumstances, such as changes in taxgatatery capital rules. In connection with thisesthg, the balance
deferred issuance costs included in other asset$220 thousand as of December 31, 2003. Thesgetkfmsts are
amortized on a straight-line basis over the lif¢hef debentures.



On October 21, 1999, Heartland completed an offenin$25.0 million of 9.60% cumulative capital sgtias
representing undivided beneficial interests in lHaad Capital Trust I, a special purpose trust sl of Heartland
formed for the sole purpose of this offering. Thegeeds from the offering were used by Heartlangit@aTrust | to
purchase junior subordinated debentures from Hewattlinterest is payable quarterly on March 31e R0y Septemb
30 and December 31 of each year. The debenturemaitiire and the capital securities must be reddeme
September 30, 2029. Heartland has the option tdeshthe maturity date to a date not earlier theypt&nber 30,
2004. Heartland may not shorten the maturity datieowt prior approval of the Board of Governorslod Federal
Reserve System, if required. Prior redemption reniteed under certain circumstances, such as clsangax or
regulatory capital rules. In connection with thifeang, the balance of deferred issuance costsidiecl in other assets
was $988 thousand as of December 31, 2003. There@feosts are amortized on a straight-line bags the life of
the debentures.

For regulatory purposes, $43.8 million of the calpecurities qualified as Tier 1 capital as of &aber 31, 2003, and
all of the capital securities qualified as Tierdpital as of December 31, 2002.

Future payments at December 31, 2003, for all diberowings were as follows:

(Dollars in thousands

2004 $ 22.26:
2005 23,77
2006 40,39:
2007 1,291
2008 21,04
Thereaftel 65,19¢

$ 173,95¢
THIRTEEN

DERIVATIVE FINANCIAL INSTRUMENTS

Heartland’s use of derivative financial instrumemrsites to the management of the risk that chaingeserest rates
will affect its future interest payments. Heartlandizes an interest rate swap contract to efietyi convert a portion
of the variable interest rate debt to fixed interage debt. Under the interest rate swap contkéedytland agrees to
pay an amount equal to a fixed rate of interesgsim notional principal amount, and to receiveetnnn an amount
equal to a specified variable rate of interest §itiee same notional principal amount. The notianmabunts are not
exchanged and payments under the interest rate @wdact are made monthly. Heartland is exposedetdit-related
losses in the event of nonperformance by the copatty to the swap contract. This risk is minimizsdentering into
the contract with a large, stable financial inskta.

As of December 31, 2003, Heartland had an intea¢stswap contract to pay a fixed interest ra#.85% and receiv
a variable interest rate of 1.52% based on $25lbmbf indebtedness. This contract expires on &uolser 1, 2006.
The fair market value of the interest rate swaptraah was recorded as a liability of $1.4 millionaf December 31,
2003.

There was no ineffectiveness recognized on thesést rate swap during the year. All componente®ferivative
instrument’s gain or loss were included in the sssent of hedge effectiveness. For the period eDéedmber 31,
2003, there were no cash flow hedges discontineladled to forecasted transactions that are proludliet occurring.

As of December 31, 2003, $889 thousand of defaret@xpense on derivative instruments includedhero
comprehensive income are expected to be reclabsifiret income during the next twelve months.

FOURTEEN
INCOME TAXES

Income taxes for the years ended December 31, 2002, and 2001, were as follov



(Dollars in thousands

Current Deferred Total

2003:

Federa $ 4200 $ 2467 $ 6,667
State 1,47: (2) 1,47(
Total $ 567: $ 2468 $ 8,137
2002:

Federa $ 6,591 $ 967 $ 7,55¢
State 1,15¢ 28¢ 1,43¢
Total $ 7,747 $ 1,25C % 8,997
2001:

Federa $ 531C $ (540 $ 4,77(
State 1,037 (93) 944
Total $ 6,347 $ (633 $ 5,71¢

Temporary differences between the amounts repartdee financial statements and the tax basis sétasand
liabilities result in deferred taxes. No valuataliowance was required for deferred tax assetsedapon Heartland’s
level of historical taxable income and anticipafietire taxable income over the periods in whichdbéerred tax
assets are deductible, management believes itns lkely than not that Heartland will realize thenefits of these
deductible differences. Deferred tax assets amdlitias for the years ended December 31, 20032002, were as
follows:

(Dollars in thousands

2003 2002

Deferred tax asset::

Tax effect of net unrealized loss on derivativédkeoted in stockholde’ equity $ 52¢ $ 658
Securities - 112
Allowance for loan and lease los: 6,742 5,79¢
Deferred compensatic 1,601 1,427
Organization and acquisitions co 55€ 26t
Net operating loss carryforwar 33C 60¢
Other 8 52

Gross deferred tax ass: $ 9,76¢ $ $8,91F

Deferred tax liabilities:

Tax effect of net unrealized gain on securitieslalte for sale reflected in stockholders’

equity $ (339) % (3,179
Securities (269) -
Premises, furniture and equipma (8,419 (6,085)
Lease financint (3,199 (2,627)
Tax bad debt reserv: (517) (549)
Purchase accountir (965) (954)
Prepaid expenst (3549) (309)
Mortgage servicing right (1,139 (911

Other (157) (130




Gross deferred tax liabilitie $ (18,390 $ (14,740

Net deferred tax liabilit $ (8,630 $ (5,829

The actual income tax expense differs from the etqgueamounts (computed by applying the U.S. fedmngdorate ta
rate of 35% for 2003, 2002 and 2001, to income figeiftccome taxes) as follows:

(Dollars in thousand:s

2003 2002 2001

Computed "expected" amot $ 9,05( $ 9,752 % 5,99t
Increase (decrease) resulting frc

Nontaxable interest incon (1,360) (944) (610)

State income taxes, net of federal tax bel 954 93t 614

Goodwill and other intangibles not deducti 64 78 27C

Graduated income tax rat - - (36)

Tax credits (442) (792) (440)

Other (129) (32) (79)
Income taxe: $ 8,13 $ 8997 $ 5,71«
Effective tax rate: 31.5% 32.2% 33.4%

Heartland has investments in certain low-incomeshauprojects totaling $4.5 million as of DecemB&r 2003 and
2002, which are included in other assets in thesalishated financial statements. These investmeartexpected to
generate federal income tax credits of approxirpeééh0 thousand per year through 2005. In Apr2@®2, a 99.9%
ownership in a limited liability company was aceuirthat provided $389 thousand historic rehahititatredits for
the 2002 tax year.

FIFTEEN
EMPLOYEE BENEFIT PLANS

Heartland sponsors a retirement plan covering anbatly all employees. Contributions to this pkme subject to
approval by the Heartland Board of Directors. TleaHand subsidiaries fund and record as an expdhapproved
contributions. Costs charged to operating expewses $1.9 million, $1.7 million, and $761 thousdad2003, 2002,
and 2001, respectively. This plan includes an eyg#avings program, under which the Heartlandidiabbges make
matching contributions of up to 2% of the particifsa wages. Costs charged to operating expensas&gpect to the
matching contributions were $325, $294, and $2ébhthnd for 2003, 2002, and 2001, respectively.

On January 1, 2002, Heartland merged its non-dartory, defined contribution pension plan into teBrement plan

covering substantially all employees. Annual cdnitions were based upon 5% of qualified compensatsodefined
in the plan. Costs charged to operating expense $&81 thousand for 2001.

SIXTEEN
COMMITMENTS AND CONTINGENT LIABILITIES

Heartland leases certain land and facilities ugerating leases. Minimum future rental commitment®ecember
31, 2003, for all non-cancelable leases were é@Wel

(Dollars in thousands

2004 $ 782
2005 687
2006 54¢
2007 38t
2008 30C

Thereaftel 424



$ 3,12¢

Rental expense for premises and equipment leastat operating leases was $1.1 million, $700 thodisand $707
thousand for 2003, 2002, and 2001, respectively.

In the normal course of business, the Heartlané$arake various commitments and incur certain agetit
liabilities that are not presented in the accompangonsolidated financial statements. The commtshand
contingent liabilities include various guarantegsnmitments to extend credit and standby lettexsedit.

Commitments to extend credit are agreements totteaccustomer as long as there is no violatioanyfcondition
established in the contract. Commitments genehaliye fixed expiration dates or other terminaticausks and may
require payment of a fee. Since many of the comenitshare expected to expire without being drawmuthee total
commitment amounts do not necessarily represemtfutash requirements. The Heartland banks evataate
customer’s creditworthiness on a case-by-case.bEsesamount of collateral obtained, if deemed ssagy by the
Heartland banks upon extension of credit, is bag@h management’s credit evaluation of the couatgypCollateral
held varies but may include accounts receivableertory, property, plant and equipment and incomuehpcing
commercial properties. Standby letters of credit famancial guarantees written are conditional caommants issued
by the Heartland banks to guarantee the performahaeustomer to a third party. Those guarantezg@marily
issued to support public and private borrowingrageaments. The credit risk involved in issuing lettef credit is
essentially the same as that involved in extenttiag facilities to customers. At December 31, 2808 2002,
commitments to extend credit aggregated $403.788d.1 million, and standby letters of credit aggited $15.8 an
$11.8 million, respectively. Heartland enters iotonmitments to sell mortgage loans to reduce isteege risk on
certain mortgage loans held for sale and loan camermts. At December 31, 2003 and 2002, Heartladd ha
commitments to sell residential real estate loatedihg $8.3 and $56.7 million, respectively. Heartl does not
anticipate any material loss as a result of them@ments and contingent liabilities.

SEVENTEEN
STOCK PLANS

On May 21, 2003, the Heartland 2003 Stock Opti@nas adopted, replacing the 1993 Heartland Sigtion
Plan. The 2003 Stock Option Plan is administerethbyNominating and Compensation Committee ("Coragton
Committee") of the Board of Directors whose memlggtermine to whom options will be granted andtémms of
each option. Under the 2003 Stock Option Plan,@@®Dcommon shares have been reserved for issuaineetors
and key policy-making employees are eligible farttipgoation in the 2003 Stock Option Plan. Optionay be granted
that are either intended to be "incentive stockomgst' as defined under Section 422 of the InteRealenue Code or
not intended to be incentive stock options ("noatdied stock options”). The exercise price of &options granted
will be established by the Compensation Commitbe the exercise price for the incentive stockamimay not be
less than the fair market value of the shares eml#tte that the option is granted. Each optiontgchis exercisable in
full at any time or from time to time, subject testing provisions, as determined by the Compens&@mnmittee and
as provided in the option agreement, but such timag not exceed ten years from the grant date. AebBer 31,
2003, there were 900,000 shares available for msuander the 2003 Stock Option Plan. At DecemheR302, ther:
were 201,467 shares available for issuance undetr383 Stock Option Plan.

Under the 2003 Stock Option Plan, stock appreaiaights ("SARS") may also be granted alone oaimdem with or
with reference to a related stock option, in whaelent the grantee, at the exercise date, has tlwndp exercise the
option or the SARS, but not both. SARS entitlelib&ler to receive in cash or stock, as determiryetthé
Compensation Committee, an amount per share egtfa texcess of the fair market value of the stotkhe date of
exercise over the fair market value at the daté&SthRS or related options were granted. SARS magxieecisable for
up to ten years after the date of grant. No SAR& leen granted under the 2003 Stock Option Pléimect993 Stoc
Option Plan.

A summary of the status of the 1993 Stock Opti@nRis of December 31, 2003, 2002 and 2001, andyebaturing
the years ended follows:

2003 2002 2001
Weighted- Weighted- Weighted-
Shares Average Shares Average Shares Average



(000) Exercise Price  (000) Exercise Price  (000) Exercise Price

Outstanding at beginning of year 91¢ $ 9 1,26 $ 8 1,197 $ 8
Granted 11C 12 72 9 68 9
Exercised (18¢) 6 (34%) 6 - -
Forfeited (8) 9 (72 6 2 12
Outstanding at end of year 83z $ 10 91¢ $ 9 1,26 $ 8
= _____~ ______®=» ______& ________§ |
Options exercisable at end of year 49¢ $ 10 54¢ $ 8 1,17t $ 6
Weighted-average fair value of options
granted during the year $4.0¢ $2.57 $ 3.0C

No options have been granted under the 2003 Stptki®©OPlan as of December 31, 2003. As of Decer8heP003
and 2002, options outstanding under the 1993 Sbmtlon Plan had exercise prices ranging from $61@ per share
and a weighted-average remaining contractual fite 26 and 5.22 years, respectively.

The fair value of stock options granted was deteeahiutilizing the Black Scholes Valuation modefriicant
assumptions include:

2003 2002 2001
Risk-free interest rat 4.01% 4.88% 5.36%
Expected option lif¢ 10 years 10 years 10 years
Expected volatility 17.69% 15.35% 16.03%
Expected dividend 2.25% 3.03% 2.77%

In 2001, Heartland adopted a Director Short-Teroeitive Plan. Under the Director Short-Term Incen#lan, the
aggregate number of shares that could be obtaydueldirectors was set at 225,000. The exercise pf stock
options granted was established by the Compens@bommittee at the fair market value of the sharethe date that
the options were granted. Each director was ekdgiblreceive non-qualified options to acquire updanore than
11,250 shares. Under the Director Short-Term IneerRRlan, 190,597 shares were issued, and undéerines of the
Director Short-Term Incentive Plan, all remainitngues were considered to be forfeited at Decembe2(@1.

In 1996, Heartland adopted the Heartland Employeek3Purchase Plan ("ESPP"), which permits allileliéy
employees to purchase shares of Heartland commok at a price of not less than 85% of the fairkativalue on th
determination date (as determined by the Committe@)aximum of 600,000 shares is available for salger the
ESPP. For the years ended December 31, 2003 azd 26@artland approved a price of 100% of fair maviedue as
determined by averaging the closing price of tiséfiae trading days in 2002 and 2001, respectivatyDecember 3!
2003 and 2002, respectively, 48,895 and 35,62Gshaere purchased under the ESPP at no chargeatdate’s
earnings.

During each of the years ended December 31, 2@IR and 2001, Heartland acquired shares for udeistock
Option Plan and the ESPP. Shares acquired tot2le@44, 143,314 and 118,884 for 2003, 2002 and,2001
respectively.

EIGHTEEN
STOCKHOLDER RIGHTS PLAN

On June 7, 2002, Heartland adopted a stockholdgtgs plan (the "Rights Plan"). Under the termshef Rights Plan,
on June 26, 2002, the Board of Directors distributee purchase right for each share of common stotkanding as
of June 24, 2002. Upon becoming exercisable, agbhentitles the registered holder thereof, uraatain limited
circumstances, to purchase one-thousandth of a sih&eries A Junior Participating preferred statkn exercise
price of $85.00. Rights do not become exercisabt ten business days after any person or grospakquired,
commenced, or announced its intention to commeneader or exchange offer to acquire 15% or motdezrtlands
common stock. If the rights become exercisablejérsl of each right, other than the acquiror, uppmpent of the
exercise price, will have the right to purchasentdaad’s common stock (in lieu of preferred shatesying a value
eqgual to two times the exercise price. If Heartlendcquired in a merger, share exchange or oti@néss
combination or 50% or more of its consolidated &sseearning power are sold, rights holders, otinan the



acquiring or adverse person or group, will be &dito purchase the acquiror’s shares at a simigmount. If the
rights become exercisable, Heartland may also exggheghts, other than those held by the acquibmadverse
person or group, in whole or in part, at an exclearagio of one share of Heartland’s common stockigét held.
Rights are redeemable by Heartland at any time tinely are exercisable at the exchange rate of gedtight.
Issuance of the rights has no immediate dilutifeatf does not currently affect reported earningsghare, is not
taxable to Heartland or its shareholders, andmatlchange the way in which Heartland’s sharedraded. The rights
expire on June 7, 2012.

In connection with the Rights Plan, Heartland desigd 16,000 shares, par value $1.00 per shagrias A Junior
Participating preferred stock. These shares, iledswill be entitled to receive quarterly dividerahd a liquidation
preference. There are no shares issued and outgjeant Heartland does not anticipate issuing &ayes of Series .
Junior Participating preferred stock except as bwyequired under the Rights Plan.

NINETEEN
REGULATORY CAPITAL REQUIREMENTS AND RESTRICTIONS ON SUBSIDIARY DIVIDENDS

The Heartland banks are subject to various regylatapital requirements administered by the fedeaaking
agencies. Failure to meet minimum capital requirgsiean initiate certain mandatory, and possibbjitazhal
discretionary, actions by regulators that, if utalezn, could have a direct material effect on teadtdand banks’
financial statements. The regulations prescribeipe&apital adequacy guidelines that involve ditative measures
of a bank’s assets, liabilities and certain offalpale sheet items as calculated under regulatopuatiog practices.
Capital classification is also subject to quahtatjudgments by the regulators about componestsweightings and
other factors.

Quantitative measures established by regulati@msoire capital adequacy require the Heartland kanksintain
minimum amounts and ratios (set forth in the td@®w) of total and Tier 1 capital (as definedhe tegulations) to
risk-weighted assets (as defined), and of Tiergditab(as defined) to average assets (as defihaagement
believes, as of December 31, 2003 and 2002, tedtl#artland banks met all capital adequacy req@nesto which
they were subject.

As of December 31, 2003, the most recent notificetrom the FDIC categorized each of the Heartlaauoks as well
capitalized under the regulatory framework for ppbrrorrective action. To be categorized as welltaéiped, the
Heartland banks must maintain minimum total riskdzh Tier 1 risksased and Tier 1 leverage ratios as set forthe
following table. There are no conditions or evesitge that notification that management believe® lthanged each
institution’s category.

The Heartland banks’ actual capital amounts andsatre also presented in the table below.

(Dollars in thousands)

To Be Well Capitalized
For Capital Adequacy Under Prompt Corrective

Actual Purpose:! Action Provisions
Amount Ratio Amount Ratio Amount Ratio
As of December 31, 200
Total Capital (to Ris-Weighted Assets
Consolidated $ 191,06( 12.42% $ 123,07. 8.C% N/A
Dubuque Bank and Trust Compa 60,93: 10.7¢ 45,16¢ 8.C 56,46 10.(%
Galena State Bar 18,75¢ 12.62 11,88¢ 8.C 14,86 10.C
First Community Banl| 10,02t 12.11 6,622 8.C 8,27¢ 10.C
Riverside Community Ban 13,52t 11.0¢ 9,79¢ 8.C 12,24* 10.C
Wisconsin Community Ban 28,00« 10.7¢ 20,75¢ 8.C 25,94¢ 10.C
New Mexico Bank & Trus 32,31( 10.9¢ 23,62( 8.C 29,52¢ 10.C
Arizona Bank & Trus 13,26: 57.8¢ 1,83: 8.C 2,291 10.C
Tier 1 Capital (to Ris-Weighted Assets
Consolidated $ 158,34t 102% $ 61,53¢ 4.C% N/A

Dubuque Bank and Trust Compa 54,80¢ 9.71 22,58¢ 4.C 33,87% 6.C%



Galena State Bar 17,11« 11.52 5,94¢ 4.C 8,91¢ 6.C

First Community Banl| 9,04: 10.92 3,311 4.C 4,96 6.C
Riverside Community Ban 12,21t 9.9¢ 4,89¢ 4.C 7,341 6.C
Wisconsin Community Ban 25,05 9.6t 10,38( 4.C 15,56¢ 6.C
New Mexico Bank & Trus 28,61( 9.6¢ 11,81( 4.C 17,71¢ 6.C
Arizona Bank & Trus 13,04¢ 56.9¢ 91€ 4.C 1,374 6.C
Tier 1 Capital (to Average Asse!

Consolidated $ 158,34t 8.0 $ 78,46« 4.C% N/A

Dubuque Bank and Trust Compa 54,80¢ 7.6(C 28,84¢ 4.C 36,05¢ 5.C%
Galena State Bar 17,11« 7.92 8,63¢ 4.C 10,79¢ 5.C
First Community Banl| 9,04: 8.0¢ 4,47¢ 4.C 5,59¢ 5.C
Riverside Community Ban 12,21¢ 7.11 6,871 4.C 8,58¢ 5.C
Wisconsin Community Ban 25,05 7.72 12,97¢ 4.C 16,22 5.C
New Mexico Bank & Trus 28,61( 7.5¢ 15,17( 4.C 18,96: 5.C
Arizona Bank & Trus 13,04¢ 47.48 1,10¢ 4.C 1,37¢ 5.C

To Be Well Capitalized

For Capital Under Prompt Corrective
Actual Adequacy Purpose Action Provisions
Amount Ratio Amount Ratio Amount Ratio
As of December 31, 2002

Total Capital (to Ris-Weighted Assets
Consolidated $ 158,01( 11.8¢% $ 106,59¢ 8.C% N/A
Dubuque Bank and Trust Compa 58,28¢ 11.0z 42,30 8.C 52,88( 10.(%
Galena State Bar 15,91¢ 12.25 10,38( 8.C 12,97t 10.C
First Community Banl| 9,27¢ 12.5: 5,92¢ 8.C 7,40: 10.C
Riverside Community Ban 11,68( 11.5¢ 8,07 8.C 10,09( 10.C
Wisconsin Community Ban 24,78 13.2¢ 14,92¢ 8.C 18,66: 10.C
New Mexico Bank & Trus 28,67¢ 10.8i 21,10: 8.C 26,37¢ 10.C

Tier 1 Capital (to Ris-Weighted Assets
Consolidated $ 141,91t 10.6% $ 53,29¢ 4.C% N/A
Dubuque Bank and Trust Compa 52,45( 9.97 21,15: 4.C 31,72¢ 6.C%
Galena State Bar 14,48; 11.1% 5,19( 4.C 7,78% 6.C
First Community Banl| 8,35z 11.2¢ 2,961 4.C 4,44; 6.C
Riverside Community Ban 10,59: 10.5C 4,03¢ 4.C 6,054 6.C
Wisconsin Community Ban 22,44¢ 12.0: 7,46t 4.C 11,197 6.C
New Mexico Bank & Trus 25,37¢ 9.62 10,55! 4.C 15,821 6.C

Tier 1 Capital (to Average Asse!
Consolidated $ 141,91t 82/ $ 68,88 4.C% N/A
Dubuque Bank and Trust Compa 52,45( 8.0¢ 26,11¢ 4.C 32,64¢ 5.C%
Galena State Bar 14,48; 7.61 7,61 4.C 9,51¢ 5.C
First Community Banl| 8,352 7.67 4,35k 4.C 5,44: 5.C
Riverside Community Ban 10,59: 7.01 6,04t 4.C 7,55¢€ 5.C
Wisconsin Community Ban 22,44¢ 8.41 10,67¢ 4.C 13,34¢ 5.C
New Mexico Bank & Trus 25,37¢ 8.1: 12,49 4.C 15,61« 5.C

The ability of Heartland to pay dividends to iteckholders is dependent upon dividends paid byubsidiaries. The
Heartland banks are subject to certain statutodyragulatory restrictions on the amount they mayipalividends. T
maintain acceptable capital ratios in the Heartloawks, certain portions of their retained earneagsnot available fi
the payment of dividends. Retained earnings thalddoe available for the payment of dividends t@kland totaled
approximately $57.1 million as of December 31, 2008ler the most restrictive minimum capital regoients.

TWENTY
FAIR VALUE OF FINANCIAL INSTRUMENTS

Following are disclosures of the estimated faiueabf Heartlan’s financial instruments. The estimated fair v



amounts have been determined using available marfikeination and appropriate valuation methodolegidowever
considerable judgment is necessarily requiredterpmet market data to develop the estimates o¥édue.
Accordingly, the estimates presented herein aremeocéssarily indicative of the amounts Heartlanddcealize in a
current market exchange. The use of different ntaaksumptions and/or estimation methodologies raag la
material effect on the estimated fair value amaunts

(Dollars in thousands

December 31, 200 December 31, 200
Carrying Carrying
Amount Fair Value Amount Fair Value
Financial Assets
Cash and cash equivale $ 71,86¢ $ 71,86¢ $ 100,99: $ 100,99:
Time deposits in other financial institutio 1,132 1,132 1,677 1,67
Trading securitie 1,07< 1,07: 91¢ 91t
Securities available for sa 450,68( 450,68( 389,90( 389,90(
Loans and leases, net of unear 1,348,22 1,367,87 1,175,23! 1,225,41.
Financial Liabilities:
Demand deposit $ 246,28. $ 246,28, $ 197,51¢ $ 197,51¢
Savings deposil 569,28t 569,28t 511,97¢ 511,97¢
Time deposit: 676,92( 687,44 628,49( 663,25(
Shor-term borrowings 176,83! 176,83! 161,37¢ 161,37¢
Other borrowing: 173,95¢ 215,15¢ 126,29¢ 165,13:

Cash and Cash Equivalents and Time Deposits inr®Gihancial Institutions The carrying amount is a reasonable
estimate of fair value.

Securities For securities either available for sale or tradhag value equals quoted market price if avagall a
guoted market price is not available, fair valuesimated using quoted market prices for simgausities.

Loans and LeasesThe fair value of loans is estimated by discounthmgfuture cash flows using the current rates at
which similar loans would be made to borrowers wgithilar credit ratings and for the same remaimrajurities. The
fair value of loans held for sale is estimated gsjnoted market prices.

Deposits - The fair value of demand deposits, g@vaccounts and certain money market deposite iarttount
payable on demand at the reporting date. The &irevof fixed maturity certificates of deposit &imated using the
rates currently offered for deposits of similar eening maturities.

Short-term and Other Borrowing®fates currently available to Heartland for debhwgimilar terms and remaining
maturities are used to estimate fair value of exgstiebt.

Commitments to Extend Credit, Unused Lines of Gradd Standby Letters of Credit - Based upon mamagés
analysis of the off balance sheet financial inseuts, there are no significant unrealized gainssses associated
with these financial instruments based upon ouevewf the fees currently charged to enter intoilsinagreements,
taking into account the remaining terms of the agrents and the present creditworthiness of thetequarties.

TWENTY-ONE
PARENT COMPANY ONLY FINANCIAL INFORMATION

Condensed financial information for Heartland FiciahUSA, Inc. is as follows:

(Dollars in thousands

Balance Sheet:
December 31
2003 2002




Assets:

Cash and interest bearing depo
Trading securitie

Securities available for sa
Investment in subsidiarie

Other asset

Due from subsidiarie

Total

$ 8621 $ 1,98t
1,07: 91t
4,16z 3,00z
196,11( 166,06:
9,09¢ 5,48(
13,00( 17,25(

$ 232,060 $ 194,69

Liabilities and stockholders' equity:
Liabilities:

Shor-term borrowings $ 25,000 $ 25,00(

Other borrowing 60,93( 40,43¢
Accrued expenses and other liabilit 5,211 5,21¢
Total liabilities 91,14: 70,65
Stockholders equity:

Common stocl 15,26: 9,90¢
Capital surplu 20,06t 16,72¢
Retained earning 102,58« 94,04¢
Accumulated other comprehensive incc 4,794 4,23(
Treasury stocl (1,782) (86¢€)
Total stockholders' equit 140,92: 124,04:
Total $ 232,06: $ 194,69

Income Statements for the Years Ended

December 31 2003 2002 2001
Operating revenues:

Dividends from subsidiarie $13,31C $ 9,89( $15,45:
Securities gains (losses), | 9¢ 95 (24¢€)
Gain (loss) on trading account securii 452 (59¢) (192)
Impairment loss on equity securiti (317) (267) (773)
Other 85& 1,01¢ 1,047
Total operating revenue 14,39¢ 10,13¢ 15,28¢
Operating expenses

Interest 4,99¢ 4,592 4,807
Salaries and benefi 617 1,97: 1,03¢
Outside service 427 572 45€
Other operating expens 544 367 262
Minority interest expens 3C 40:¢ 207
Total operating expens 6,61¢ 7,907 6,771
Equity in undistributed earning 8,551 14,50¢ 65¢
Income before income tax bene 16,33: 16,73¢ 9,17¢

Income tax benef 1,38¢ 2,12¢ 2,23¢




Net Income $17,71¢ $18867 $11,41«
Statements of Cash Flows for the Years Ended

December 31 2003 2002 2001
Cash flows from operating activities:

Net income $17,71¢ $18,867 $ 11,41«
Adjustments to reconcile net income to net ¢

provided by operating activitie

Undistributed earnings of subsidiar (8,557 (14,509 (659)
(Increase) decrease in due from subsidi¢ 4,25( (1,750 1,25(C
Increase (decrease) in other liabilit 4) 3,31( 601
(Increase) decrease in other as (3,619 (1,105 (1,53))
Increase in trading account securi (15€) 61z (657)
Noncash dividend from subsidia - - (5,149
Other 82t (33 1,28
Net cash provided by operating activit 10,46: 5,39¢ 6,551
Cash flows from investing activities:

Capital injections for subsidiari (13,119 (600) (1,24¢)
Purchases of available for sale securi (2,537 1,779 (1,377)
Proceeds from sales of available for sale secs 2,09¢ 1,76¢ 1,917
Net cash used by investing activit (13,569 (60€) (708)
Cash flows from financing activities:

Net decrease in sh-term borrowings - (4,225 (10,079
Proceeds from other borrowin 21,11¢ 5,15¢ 8,24¢
Payments on other borrowin (627) (855) (1,43¢)
Cash dividends pai (4,09¢) (3,92¢) (3,560)
Purchase of treasury sto (7,999 (1,34% (1,026
Proceeds from sale of common st 1,33¢ 2,07¢ 1,68¢
Net cash provided (used) by financing activi 9,73¢ (3,129 (6,162)
Net increase (decrease) in cash and cash equis 6,63¢ 1,662 (319
Cash and cash equivalents at beginning of 1,98¢ 323 64z
Cash and cash equivalents at end of $ 8621 $198 $ 32¢
TWENTY-TWO

SUMMARY OF QUARTERLY FINANCIAL INFORMATION (UNAUDIT ED)

SUMMARY OF QUARTERLY FINANCIAL INFORMATION (UNAUDITED)
(Dollars in thousands, except per share ¢

2003 Dec. 31 Sept. 30 June 30 March 31
Net interest incom $ 1541t $ 14,80¢ $ 15,207 $  15,75¢
Provision for loan and lease los: 1,007 95C 922 1,30¢
Net interest income after provision for loan araske losse 14,40¢ 13,85¢ 14,28¢ 14,45¢
Noninterest incom 8,45: 11,20: 8,411 8,47¢
Noninterest expens 17,654 17,40¢ 16,57¢ 16,05%



Income taxe: 1,48: 2,391 1,91« 2,34¢
Income from continuing operatiol 3,724 5,26¢ 4,207 4,52¢
Gain from operations of discontinued operati - - - -
Income tax expens - - - -
Gain on discontinued operati - - - -

Net income $ 3,724 % 526 $ 4,207 $ 4,52¢
Per share
Earnings per sha-basic $ 0.2t $ 0.3t % 0.2¢ $ 0.3C
Earnings per sha-diluted 0.24 0.34 0.2¢ 0.3C
Earnings per common share from continuing operatidasict 0.2t 0.3t 0.2¢ 0.3C
Earnings per common share from continuing operatiatiluted® 0.24 0.34 0.2¢ 0.3C
Adjusted earnings per common - bakic 0.2t 0.3t 0.2¢ 0.3C
Adjusted earnings per common - dilufed 0.24 0.34 0.2¢ 0.3C
Adjusted earnings per common share form continopeyations - basic
8 0.2t 0.3t 0.2¢ 0.3(
Adjusted earnings per common share from continopeyations -
diluted3 0.24 0.34 0.2¢ 0.3C
Cash dividends declared on common si 0.07 0.07 0.07 0.07
Book value per common she 9.2¢ 9.07 8.9¢ 8.57
Market price- high 20.6: 21.2¢ 21.9: 15.3:
Market price- low 18.5: 18.5% 15.2% 11.5C
Weighted average common shares outstan 15,124,87 15,212,82 14,811,48 14,836,91
Weighted average diluted common shares outstar 15,386,48 15,479,33 15,088,76. 15,011,37
Ratios:
Return on average ass 0.74% 1.1(% 0.92% 1.04%
Return on average equi 10.7¢ 15.5Z 13.1¢ 14.5¢
Net interest margil 3.€ 3.62 3.82 4.1¢€
Efficiency ratio 72.6¢4 66.8¢ 69.9¢ 66.7:2
2002 Dec. 31 Sept. 30 June 30 March 31
Net interest incom $ 15517 $ 1490¢ $ 13,98¢ $  13,26¢
Provision for loan and lease los: 1,77 167 63C 981
Net interest income after provision for loan araske losse 13,74: 14,73¢ 13,35¢ 12,281
Noninterest incom 8,96: 6,911 6,78¢ 7,98¢
Noninterest expens 16,42+ 14,92: 14,66 14,64¢
Income taxe: 2,07(C 2,087 1,56( 1,80¢
Income from continuing operatiol 4,21( 4,641 3,91¢ 3,821
Gain from operations of discontinued operationsl(iding gain on disposal
of $2,602) 3,12¢ 224 20z 201
Income tax expens 1,22¢ 88 79 79
Gain on discontinued operati 1,89¢ 13€ 12z 122
Net income $ 6,10¢ $ 4771 $ 4,041 $ 3,94:
Per share
Earnings per sha-basic $ 041 $ 0.3z $ 0.27 $ 0.27
Earnings per sha-diluted 0.41 0.32 0.27 0.27
Earnings per common share from continuing operatidrasict 0.2¢ 0.32 0.27 0.2¢
Earnings per common share from continuing operatiatiluted® 0.2¢ 0.31 0.2¢ 0.2¢
Adjusted earnings per common - basic 0.41 0.32 0.27 0.27
Adjusted earnings per common - dilufed 0.41 0.32 0.27 0.27
Adjusted earnings per common share form continopeyations - basic
3 0.2¢ 0.32 0.27 0.2€

Adjusted earnings per common share from continopeyations -
diluted® 0.2¢ 0.31 0.2¢ 0.2¢



Cash dividends declared on common si

Book value per common she

Market price- high

Market price- low

Weighted average common shares outstan
Weighted average diluted common shares outstar

Ratios:
Return on average ass
Return on average equi
Net interest margil
Efficiency ratio

0.07

8.4(C

11.8C
10.0¢
14,716,75
14,835,40

1.3%

20.0¢
4.0¢€
66.7¢

0.07

8.1¢

10.2(

9.6(C
14,728,72
14,842,32

1.1%

16.2
4.1z
69.0¢

0.07

7.7¢

10.0C

9.07
14,713,38
14,809,26

0.9€%

13.9¢
4.0z
70.4:

0.07
7.4¢
9.3¢
8.5¢
14,593,69
14,690,64

0.95%
14.1¢

3.8¢
69.0<

1Excludes the discontinued operations for the siteipEau Claire branch in the fourth quarter od2@nd the related gain on sale.
2 Excludes goodwill amortization discontinued witle tadoption of FAS 142 on January 1, and the adopfid:AS 147 on

September 30, 2002.

3 Excludes goodwill amortization discontinued witle #idoption of FAS 142 on January 2, 2002, anddbetéoon of FAS 147 on
September 30, 2002, and the discontinued opesatarihe sale of our Eau Claire branch in thetfoguarter of 2002 and the

related gain on sale.

ITEM 9.

CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON AC COUNTING AND FINANCIAL

DISCLOSURE
None

ITEM 9A.

CONTROLS AND PROCEDURES

An evaluation was performed under the supervisimhwith the participation of Heartland's managemiaciuding the Chief Executive
Officer and Chief Financial Officer, of the effaathess of the design and operation of Heartlansitodure controls and procedures (as
defined in Rule 13a-15(e) promulgated under theifties and Exchange Act of 1934, as amended) &eoémber 31, 2003. Based on that
evaluation, Heartland's management, including thief@Executive Officer and Chief Financial Officegncluded that Heartland's disclosure
controls and procedures were effective. There haem no significant changes in Heartland's intezoatrols or in other factors that could

significantly affect internal controls.
PART Il
ITEM 10.

DIRECTORS AND EXECUTIVE OFFICERS

The information in the Heartland Proxy Statementiie 2004 Annual Meeting of Stockholders to bellwi May 19,
2004, (the "2004 Proxy Statement”) under the captitiection of Directors" and under the captione6rity
Ownership of Directors and Executive Officers aradt@in Beneficial Owners" is incorporated by refe@ The
information regarding executive officers is inclddaursuant to Instruction 3 to Item 401 (b) andofdRegulation XK

and is noted below.

EXECUTIVE OFFICERS

The term of office for the executive officers ofafdand is from the date of election until the nemhual
organizational meeting of the board of directotse hames and ages of the executive officers oftldedras of
December 31, 2003, offices held by these officarthat date and other positions held with Heartlandl its

subsidiaries are set forth belc



Name Age Position with Heartland and Subsidiaries and Pringbal Occupation

Lynn B. Fuller 54 Chairman, President and Chieddtitive Officer of Heartland; Vice
Chairman of Dubuque Bank and Trust Company; Directd@alena
State Bank, First Community Bank, Riverside ComrtyuBank,
Wisconsin Community Bank, New Mexico Bank & Truitjzona Bank
& Trust; Director and President Citizens Finance; Ghairman of
ULTEA, Inc.; and Chairman of HTLF Capital Col

John K. Schmidt 44 Director, Executive Vice Pdesit and Chief Financial Officer of
Heartland; Director, President and Chief Execu@ftcer of Dubuque
Bank and Trust Company; Director and Treasureritit€hs Finance
Co.; Treasurer of ULTEA, Inc

Kenneth J. Erickson 52 Executive Vice Presid€hief Credit Officer, of Heartland; Executive
Vice President, Lending, of Dubuque Bank and T@&mtpany; Senior
Vice President of Citizens Finance Co.; Directad &enior Vice
President of ULTEA, Inc

Edward H. Everts 52 Senior Vice President, Opmnatand Retail Banking, of Heartland,;
Senior Vice President, Operations and Retail Bapkofi Dubuque Ban
and Trust Compan

Douglas J. Horstmann 50 Senior Vice Presidemglrg, of Heartland; Executive Vice President,
Head of Lending, of Dubuque Bank and Trust Comg

Paul J. Peckosh 58 Senior Vice President, Tofisieartland; Executive Vice President,
Trust, of Dubuque Bank and Trust Compi

Mr. Lynn B. Fuller is the brother-in-law of Mr. Ja® F. Conlan, who is a director of Heartland. Tla#eeno other
family relationships among any of the directorexecutive officers of Heartland.

Lynn B. Fuller has been a director of Heartland ahBubuque Bank and Trust Company since 1984 asdben
President of Heartland since 1987. He has beereatdr of Galena State Bank since its acquisitpiibartland in
1992 and First Community Bank since the merge©Q@4l Mr. Fuller joined Dubugque Bank and Trust Comypin
1971 as a consumer loan officer and was named ugbBgnk and Trust Company's Executive Vice Presiaed
Chief Executive Officer in 1985. He was named Diveof Riverside Community Bank in conjunction witte
opening of the de novo operation in 1995, Direcfowisconsin Community Bank in conjunction with therchase of
Cottage Grove State Bank in 1997, Director of NeexMo Bank & Trust in conjunction with the openiofgthe de
novo bank in 1998, and Director of Arizona Bank &3t in conjunction with the opening of the de ndvamk in
2003. Mr. Fuller was President of Dubuque Bank &ngt Company from 1987 until 1999 at which timenees
named Chief Executive Officer of Heartland.

John K. Schmidt has been Heartland's Executive Piesident and Chief Financial Officer since 199&.has bee
employed by Dubuque Bank and Trust Company sin8d Ehd became Dubuque Bank and Trust Company's
President, Finance in 1986, Senior Vice Presidewt @hief Financial Officer in 1991 and President a@hie
Executive Officer in 1999. Mr. Schmidt is a cesdi public accountant and worked at KPMG LLP in Dé&sines
lowa, from 1982 until joining Dubuque Bank and Tir@ompany. Mr. Schmidt has been a director of Hamace
since 2001.

Kenneth J. Erickson was named Executive Vice PeesjdChief Credit Officer, of Heartland in 1999. .N&rickson ha
been employed by Dubuque Bank and Trust Compamg 9i875, and was appointed Vice President, Comailerci
Loans in 1985, Senior Vice President, Lending iB9.8nd Executive Vice President in 20(



Edward H. Everts was appointed Senior Vice PresideHeartland in 1996. Mr. Everts has been employe

by Dubuque Bank and Trust Company as Senior Viesi@ent, Operations and Retail Banking since 1P92r to his
service with Dubuque Bank and Trust Company, MerEs/was Vice President and Lead Retail Bankingddan of
First Bank, Duluth, Minnesota.

Douglas J. Horstmann was named Senior Vice Prasidéteartland in 1999. Mr. Horstmann has been egga by
Dubuque Bank and Trust Company since 1980, wasi@gploVice President, Commercial Loans in 1985 i&eviice
President, Lending in 1989 and Executive Vice e, Lending in 2000. Prior to joining Dubuque Bamd Trust
Company, Mr. Horstmann was an examiner for the IBivasion of Banking.

Paul J. Peckosh was appointed Senior Vice Presadéteartland in 1999. Mr. Peckosh has been emgloye
by Dubuque Bank and Trust Company since 1975, wasiated Assistant Vice President, Trust in 1976V
President, Trust in 1980, Senior Vice Presidenisiin 1991 and Executive Vice President, Trug(00. Mr.

Peckosh is an attorney and graduated from the M#eWniversity of Law School in 1970.

ITEM 11.
EXECUTIVE COMPENSATION

The information in the 2004 Proxy Statement, uridercaption "Executive Compensation" is incorpatdig
reference.

ITEM 12.

SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information in the 2004 Proxy Statement, urtdercaption "Security Ownership of Certain Benafi@wners an
Management" is incorporated by reference.

The table below sets forth the following informatias of December 31, 2003, for (i) all compensapiams
previously approved by Heartland's stockholders(a@péll compensation plans not previously appibby
Heartland's stockholders:

(@) the number of securities to be issysahuhe exercise of outstanding options, warramdsrehts;
(b) the weighted-average exercise priceuch outstanding options, warrants and rights;
(c) other than securities to be issuechupe exercise of such outstanding options, wasrand rights, the
number
of securities remaining available fotuie issuance under the plans.

EQUITY COMPENSATION PLAN INFORMATION

Number of
securities to be  Weighted- Number of
issued upon average exercis securities
exercise of price of available for
outstanding outstanding future
options options issuance
Equity compensation plans approved by security drsld 831,75( $9.8¢ 1,293,90:
Equity compensation plans not approved by sechotgers - - -
Total 831,75(  $ 9.8: 1,297,901



YIncludes 900,000 shares available for use undaréaetland Stock Option Plan and 397,902 sharetabl@for use under the
Heartland Employee Stock Purchase Plan.

ITEM 13.
CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

The information in the 2004 Proxy Statement unberdaption "Transactions with Management" is inocafed by
reference.

ITEM 14.

PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information in the 2004 Proxy Statement underdaption "Relationship With Independent Auditassihcorporated by reference.
PART IV

ITEM 15.

EXHIBITS, FINANCIAL STATEMENT SCHEDULES, AND REPORT S ON FORM 8-K

(a) The documents filed as a part of this repatliated below:

3. Exhibits

The exhibits required by Item 601 of Regulation %4 included along with this Form 10-K and areelison the
"Index of Exhibits" immediately following the signae page.

(b) Reports of Form 8-K:

On October 24, 2003, Heartland filed a report om#8-K stating under Item 9 that Heartland issu@dess release announcing its
earnings for the quarter ended September 30, 2003.

On November 24, 2003, Heartland filed a report om#8-K stating under Item 5 that Heartland hadated a three-for-two stock
split in the form of a 50% stock dividend payabte@ecember 29, 2003.

On January 23, 2004, Heartland filed a report ommR&-K stating under Item 9 that Heartland issu@dess
release announcing its earnings for the quarteeeéod December 31, 2003.

On January 23, 2004, Heartland filed a report omR&-K stating under Item 5 that Heartland issu@dess
release announcing retirement of a director anelieion of a new director.

On February 9, 2004, Heartland filed a report om#8-K stating under Item 5 that Heartland issu@dess
release announcing that Heartland entered intogaerelnent and Plan of Merger with Rocky Mountain
Bancorporation, Inc.

On March 3, 2004, Heartland filed a report on F@8AK stating under Item 9 that Heartland issuedjutsrterly
newsletter to stockholders.

SIGNATURES



Pursuant to the requirements of Section 13 of #rufties Exchange Act of 1934, the Registrantchag caused this
report to be signed on its behalf by the undersigtieereunto duly authorized on March 12, 2004.

HEARTLAND FINANCIAL USA, INC.

Date: March 12, 200 By: /s/ Lynn B. Fullel

Principal Executive Officel

Date: March 12, 200 By: /s/ John K. Schmic

Executive Vice President and Principal Financial an
Accounting Officer

Pursuant to the requirements of the Securities &xga Act of 1934, this report has been signed bblpthe
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Exhibit 3.1
DELAWARE

THE FIRST STATE

I, HARRIET SMITH WINDSOR, SECRETARY OF STATE OF THETATE OF DELAWARE, DO HEREBY CERTIFY THE

ATTACHED ARE TRUE AND CORRECT COPIES OF ALL DOCUMHEN ON FILE OF "HEARTLAND FINANCIAL USA, INC." AS

RECEIVED AND FILED IN THIS OFFICE.

THE FOLLOWING DOCUMENTS HAVE BEEN CERTIFIED:

CERTIFICATE OF INCORPORATION, FILED THE EIGHTEENTBAY OF JUNE, A.D. 1993, AT 2 O'CLOCK P.M.

CERTIFICATE OF OWNERSHIP, FILED THE THIRTIETH DAY BJUNE A.D. 1993, AT 9 O'CLOCK A.M.

CERTIFICATE OF DESIGNATION, FILED THE THIRTIETH DAYOF JUNE, A.D. 1993, AT 9:01 O'CLOCK A.M.

CERTIFICATE OF AMENDMENT, FILED THE EIGHTEENTH DAYOF MAY, A.D. 1995, AT 3:15 O'CLOCK P.M.

CERTIFICATE OF AMENDMENT, FILED THE TWENTY-NINTH DA OF MAY, A.D. 1998, AT 9 O'CLOCK A.M.



CERTIFICATE OF AMENDMENT, FILED THE TWENTY-THIRD DA OF MAY, A.D. 2001, AT 9 O'CLOCK A.M.

CERTIFICATE OF DESIGNATION, FILED THE TENTH DAY OBUNE, A.D. 2001, AT 9 O'CLOCK A.M.

CERTIFICATE OF DESIGNATION, FILED THE TENTH DAY OBUNE, A.D. 2002, AT 9 O'CLOCK A.M.

AND | DO HEREBY FURTHER CERTIFY THAT THE AFORESAIRQERTIFICATES ARE THE ONLY CERTIFICATES ON

RECORD OF THE AFORESAID CORPORATION.

[s/Harriet Smith Windsor

Harriet Smith Windsor, Secretary of State

AUTHENTICATION: 2878087

DATE: 01-20-04

CERTIFICATE OF INCORPORATION
OF

HEARTLAND FINANCIAL USA, INC.

ARTICLE |

The name of the corporation is:

Heartland Financial USA, Inc.

ARTICLE Il

REGISTERED OFFICE AND AGENT

The address of the corporation's registered officine State of Delaware is 32 Loockerman Squawnée $-100, in the City of Dove
19901, County of Kent. The name of the corporagioagistered agent at such address is The Pre#¢ilt€&orporation System, Inc.



ARTICLE 1l
PURPOSE
The nature of the business or purposes to be ctedioc promoted by the corporation is to engageniy lawful act or activity for whic
corporations may be organized under the GenergldZation Law of the State of Delaware, as amendsu time to time, or any succes
thereto.

ARTICLE IV

AUTHORIZED STOCK

The total number of shares of stock which the caian shall have authority to issue is 3,000,08&as of Common Stock, par valut
$1.00 per share, and 200,000 shares of Preferostt,Star value of $1.00.

The shares of Preferred Stock may be issued fnom td time in one or more series. The board ofcthirs of this corporation shall he
authority to fix by resolution or resolutions thesibnations and the powers, preferences and relgiarticipating, optional or other spe
rights and qualifications, limitations or restranis thereof, including, without limitation, the irg rights, the dividend rate, conversion rig
redemption price and liquidation preference, of aesies of shares of Preferred Stock, to fix thealper of shares constituting any such s
and to increase or decrease the number of shamsyafuch series (but not below the number of shilwereof then outstanding). In case
number of shares of any such series shall be seakssd, the shares constituting such decreaserabathe the status which they had pric
the adoption of the resolution or resolutions avédily fixing the number of shares of such series.

ARTICLE V

INCORPORATORS

The name and mailing address of the sole incorporsias follows:

Name Mailing Address

Lynn S. Fuller c/o DubudBank and Trust Company
1398 Central Auve
P.O.Box 778

Dubuque, lowab2

ARTICLE VI
BYLAWS
The bylaws of the corporation may be amended,etlter repealed by the stockholders of the corpmmaprovided, however, that st
amendment, alteration or repeal is approved bytfienative vote of the holders of not less thaf6/6f the outstanding shares of stock of
corporation then entitled to vote generally in &ection of directors. The bylaws may also be amdndltered or repealed by the boar
directors in the manner provided in the bylaws.

ARTICLE VII

WRITTEN BALLOTS

Election of directors need not be by written ballotess the bylaws of the corporation so provide.

ARTICLE VI

AMENDMENTS

The corporation reserves the right to amend, atfeange or repeal any provision contained in tkidifccate of incorporation, in ti



manner now or hereafter prescribed by statute alinibhts conferred upon stockholders herein aemtgd subject to this reservation
addition to any other requirement for amendmerdamendment to this certificate of incorporatioalshmend, alter, change or repeal ar
the provisions of Article VI, Article XIlI, ArticleXIll, Article XIV, Article XV or this sentence ofhis Article VIII unless the amendm
effecting such amendment, alteration, change aaleghall have received the affirmative vote of ttleéders of shares having at least 70¢
the voting power of all outstanding stock of thepayation entitled to vote thereon. Notwithstandamything contained herein to the contr
the provisions of the immediately preceding sergest@all not apply to any amendment, alterationngbaor repeal which has been appre
by not less than 68/3% of the number of directors as may be fixednfrime to time, in the manner prescribed hereinth® board ¢
directors of the corporation.

ARTICLE IX

INDEMNIFICATION

Each person who is or was a director or officethefcorporation and each person who serves ordaivine request of the corporatiol
a director, officer or partner of another entemprihall be indemnified by the corporation in aceok with, and to the fullest ext
authorized by, the General Corporation Law of tteeSof Delaware, as the same now exists or madyebsafter amended. No amendme:
or repeal of this Article IX shall apply to or haaay effect on the rights of any individual refert® in this Article I1X for or with respect
acts or omissions of such individual occurring ptmsuch amendment or repeal.

ARTICLE X

PERSONAL LIABILITY OF DIRECTORS

To the fullest extent permitted by the General @oafion Law of Delaware, as the same now existmay be hereafter amendec
director of the corporation shall not be liabletie corporation or its stockholders for monetaryndges for breach of fiduciary duty a
director. No amendment to or repeal of this ArtiXlshall apply to or have any effect on the liahilbr alleged liability of any director of t
corporation for or with respect to any acts or @ioiss of such director occurring prior to the efifex date of such amendment or repeal.

ARTICLE Xl
CERTAIN ARRANGEMENTS BETWEEN THE

CORPORATION AND ITS CREDITORS

Whenever a compromise or arrangement is proposeeekn this corporation and its creditors or amg<lof them and/or between
corporation and its stockholders or any class efithany court of equitable jurisdiction within tB&ate of Delaware may, on the applicatic
a summary way of this corporation or of any craditostockholder thereof or on the application 10§ aeceiver or receivers appointed for
corporation under the provision of Section 291 ieT8 of the Delaware Code or on the applicatibtrastees in dissolution or of any recei
or receivers appointed for this corporation untlergrovisions of Section 279 of Title 8 of the Dredae Code order a meeting of the cred
or class of creditors, and/or of the stockholderslass of stockholders of this corporation, aschge may be, to be summoned in such mi
as the said court directs. If a majority in humbepresenting threiurths in value of the creditors or class of credi, and/or of tr
stockholders or class of stockholders of this crapion, as the case may be, agree to any comproaoriserrangement and to ¢
reorganization of this corporation as consequerficeuoh compromise or arrangement, the said compg®rmi arrangement and the ¢
reorganization shall, if sanctioned by the counivtich the said application has been made, be tgndn all the creditors or class of credit
and/or on all the stockholders or class of stoaéud, of this corporation, as the case may beakdon this corporation.

ARTICLE Xl

BOARD OF DIRECTORS

The number of directors constituting the entirerdazf directors shall not be less than three norentlsan nine as fixed from time to ti
by resolution of not less than @3% of the number of directors which immediatehiopto such proposed change had been fixed, i
manner prescribed herein, by the board of direaibthe corporation, provided, however, that thenbar of directors shall not be reduce
to shorten the term of any director at the timeoffice, and provided further, that the number afediors constituting the entire boarc
directors shall be five until otherwise fixed asciibed immediately above.

No person shall be eligible for election to therloaf directors if such person has attained thecdgeventy (70) years prior to the dat
the stockholders' meeting at which directors arddoelected; provided, however, that this provisigh not apply to any of the curre



incumbent directors who have attained the agexty-§ive (65) years prior to January 1, 1993. Directoegd not be stockholders of
corporation.

The directors of the corporation shall be dividetbithree classes, Class I, Class Il and Clasadlinearly equal in number as the
total number of directors constituting the entiaBl permits with the term of office of one clagpieng each year. The corporation's ini
directors and their respective classes are sdt bmfow. At the annual meeting of stockholders983, directors of Class | shall be electe
hold office for a term expiring at the 1994 annomgeting, directors of Class Il shall be electetiatd office for a term expiring at the 1¢
annual meeting and directors of Class Il shalkteted to hold office for a term expiring at tH#9@& annual meeting. Any vacancies in
board of directors for any reason, and any dirsbips resulting from any increase in the numbediegctors, may be filled by the boarc
directors, acting by a majority of the directorsritin office, although less than a quorum, anddirectors so chosen shall hold office until
next election of the class for which such direcsirall have been chosen and until their successaisbe elected and qualified. If the nur
of directors is changed, any increase or decrgageinumber of directors shall be apportioned antbe classes so as to maintain all cle
as equal in number as possible. At each annualimgeet stockholders after the meeting held in 1993, theeassors to the class of direc
whose term shall then expire shall be elected td bffice for a term expiring at the third succeggiannual meeting.

The name, address and class of each person wioosisrte as a director until the first annual meptif the stockholders or until
successor is elected and qualified is as follows:

Class |

Name Mailing Adehs

Lynn B. Fuller c/o DubugBank and Trust Company
1398 Central Auve
P.O.Box 778
Dubuque, lowab2

Class Il

Name Mailing Addie

James A. Schmid c/o DubuquekBamd Trust Company
1398 Central Auve
P.O.Box 778

Dubuque, lowab2

F. Robert Woodward, Jr. c/o Dubuque Bank Bt Company
1398 Central Auve
P.O.Box 778
Dubuque, lowab2

Class Il

Name Mailing Addees

Lynn S. Fuller c/o Dubuque Bankl dmust Company
1398 Central Auve
P.O.Box 778
Dubuque, lowd82

Evangeline K. Jansen c/o Dubuque BankTandt Company
1398 Central Auve
P.O. Box 778
Dubuque, lowd82

Notwithstanding any other provisions of this céctife of incorporation or the bylaws of the corpimm (and notwithstanding the fact t
some lesser percentage may be specified by las/cthtificate of incorporation or the bylaws of th@rporation), any director or the en
board of directors of the corporation may be rendoateany time, but only for cause and only by tfiieraative vote of the holders of not le



than 70% of the outstanding shares of stock ofctirporation entitled to vote generally in the dlattof directors (considered for tl
purpose as one class) cast at an annual meetstgakholders or at a meeting of the stockholdeliedt#or that purpose.

ARTICLE XllI

ADDITIONAL VOTING REQUIREMENTS

A. Except as otherwise expressly provided irageaph C of this Article XIIl and notwithstandingyaother provision of this certifice
of incorporation:

(&) any merger or consolidation of the corparatir of any Subsidiary with or into any other amation;

(b) any sale, lease, exchange or other dispaodity the corporation or any Subsidiary of assetstituting all or substantially all of the
assets of the corporation and its Subsidiariesntakea whole to or with any other corporation, persr other entity in a single transaction
series of related transactions;

(c) any issuance or transfer by the corporatioany Subsidiary, of any voting securities of togporation (except for voting securities
issued pursuant to a stock option, purchase, bonather plan for natural persons who are directemployees, consultants and/or agents of
the corporation or any Subsidiary) to any othepooation, person or other entity in exchange fahcassets or securities or a combination
thereof; and

(d) the voluntary dissolution of the corporation

shall require the affirmative vote of the holdefssbares having at least 70% of the voting powealbbutstanding stock of the corporat
entitled to vote thereon. Such affirmative votellsha required notwithstanding the fact that noevot a lesser vote may be required, or
some lesser percentage may be specified by lawherwise in this certificate of incorporation or the bylaws of the corporation.

B. For purposes of this Article XllI, the ternSubsidiary" means any entity in which the corpomtbeneficially owns, directly
indirectly, more than 75% of the outstanding votitgck. The phrase "voting security" as used imgaph A of this Article XIll shall me:
any security which is (or upon the happening of emgnt, would be) entitled to vote for the electidrdirectors, and any security converti
with or without consideration into such securitycarrying any warrant or right to subscribe to orghase such a security.

C. The provisions of this Article XllI shall netpply to any transaction described in clause (), (c) or (d) of paragraph A of tt
Article XIII: (i) approved at any time prior to itsonsummation by resolution adopted by not less 66&2/3% of the number of directors
may be fixed from time to time, in the manner priggd herein, by the board of directors of the ooapion; or (ii) with any corporation
which a majority of the outstanding shares of #lsses of stock is owned of record or beneficiayythe corporation; or (iii) which is
merger with another corporation without action bg stockholders of the corporation to the exteutiarthe manner permitted from time
time by the law of the State of Delaware.

D. The interpretation, construction and applarabf any provision or provisions of this ArticlIl and the determination of any fa
in connection with the application of this Artickll, shall be made by a majority of all of the eators of the corporation. Any st
interpretation, construction, application or detigration, when made in good faith, shall be conelesind binding for all purposes of t
Article XIII.

ARTICLE XIV

BUSINESS COMBINATIONS WITH INTERESTED STOCKHOLDERS

The provisions of Section 203 of the General Caapion Law of the State of Delaware, as the same exiats or may hereafter
amended or as such Section 203 may hereafter ienbered or recodified, will be deemed to applyhe torporation, and the corporat
shall be subject to all of the restrictions settfon such Section 203.

ARTICLE XV

STOCKHOLDERS' ACTION

Any action required or permitted to be taken by hib&lers of capital stock of the corporation mustefifected at a duly called annua
special meeting of the holders of capital stockhefcorporation and may not be effected by anye&uatnis writing by such holders.

Dated: June 18, 1993.



/sl Lynn S. Fuller
Lynn S. Fuller

Being the sole incorporator of the corporation.

CERTIFICATE OF OWNERSHIP AND MERGER
of

HEARTLAND FINANCIAL USA, INC.,
an lowa corporation

into

HEARTLAND FINANCIAL USA, INC.,
a Delaware corporation

It is hereby certified that:

1. Heartland Financial USA, Inc., (hereinaftaled the "Corporation™) is an lowa corporatiorg thws of which permit a merger ¢
corporation of that jurisdiction with a corporatiohanother jurisdiction.

2. The Corporation, as the owner of all of thistanding shares of each class of the stock oftldad Financial USA, Inc., a Delaw:
corporation, hereby merges itself into HeartlanthRcial USA, Inc.

3. The following is a copy of the resolution®pted on the 8th day of December, 1992, by the oaDirectors of the Corporation
merge the Corporation into Heartland Financial UB®&,:

WHEREAS, after due consideration the Board of Directorshef Corporation deems it to be in the best intavé#ie Corporation f
reincorporate the Corporation in the State of Delay

NOW, THEREFORE, BE IT RESOLVED, that the Board of Directors of the Corporation grauthorizes the reincorporation of
the Corporation in the State of Delaware.

FURTHER RESOLVED, that the proposed reincorporation be presentddetstockholders of the Corporation and recommeffted
their approval at the annual meeting of stockhalderbe held in May of 1993.

FURTHER RESOLVED, that if and when a majority of the stockholdershaf Corporation have consented to such reincoriporat
the proper officers of the Corporation are herelitharized, empowered and directed to prepare, ¢zend file such documents with the
Secretary of State of lowa and the Secretary deSthDelaware as they deem necessary or apprepoaffectuate such reincorporation.

FURTHER RESOLVED, that the proper officers of the Corporation aresbgrauthorized, empowered and directed to execute a
deliver any and all documents and to perform ardyahsuch actions and deeds deemed by them tedessary or appropriate to effectuate
the intent of the foregoing resolutions.

4. The proposed merger herein certified has kopted, approved, certified, executed and acledged by the Corporation
accordance with the laws under which it is orgashize

5. The effective time of the Certificate of Owslgip and Merger, and the time when the mergeetherertified shall become effecti
shall be the close of business on June 30, 1993.

Signed and attested to on June 21, 1993.

/s/ Lynn B. Fuller

Lynn B. Fuller



President

Heartland Financial USA, Inc.,
a Delaware corporation
Attest:

/sl Lois K. Pearce

Lois K. Pearce

Secretary

Heartland Financial USA, Inc.,
a Delaware corporation

CERTIFICATE OF DESIGNATION, NUMBER, POWERS, PREFERE NCES
AND RELATIVE, PARTICIPATING, OPTIONAL AND OTHER
SPECIAL RIGHTS AND THE QUALIFICATIONS, LIMITATIONS,
RESTRICTIONS AND OTHER DISTINGUISHING CHARACTERISTI CS
OF SERIES "A" PREFERRED STOCK
OF

HEARTLAND FINANCIAL USA, INC.

It is hereby certified that:
1. The name of the corporation (hereinafter calfed"Corporation") is
HEARTLAND FINANCIAL USA, INC.

2. The Certificate of Incorporation of the Corpiwa, filed June 18, 1993, with the Secretary dditStof the State of Delaw:
authorizes the issuance of 3,000,000 shares of conmstock, $1.00 par value per share (“Common Sjpekid 200,000 shares
preferred stock, $1.00 par value, and expresslisviesthe Board of Directors of the Corporation thehority provided therein
issue any or all of said shares in one or moreesexnd by resolution or resolutions, the designatimmber, full or limited votin
powers, or the denial of voting powers, prefereraras relative, participating, optional and othezaal rights and the qualificatiol
limitations, restrictions and other distinguishicitaracteristics of each series to be issued.

3. The Board of Directors of the Corporation, jpanst to the authority expressly vested in it asesfaid, has adopted the follow
resolutions creating an issue of Series A PrefeBtedk (the "Series A Stock"):

RESOLVED, that the Series A Stock be issued subject tddlfmving rights, preferences, privileges and resions:
1. Issuance. The Board of Directors of the Corporation hasdeined that 684.61 shares of the authorized arsbued preferre
stock be identified as "Series A Preferred Stockll das authorized such shares for issuance atca pfi $100.00 per she

(hereinafter referred to as the "Series A PrefeStetk").

2. Dividends. The holders of the shares of Series A PrefertedkShall be entitled to receive out of any funéithe Corporation :
the time legally available for the declaration ofidends, dividends at a rate expressed as eighepe(8%) of the Liquidation Vali



(as hereinafter defined), and no more, payabladh guarterly, or at such intervals as the Boaidi@ctors may from time to time determi
when and as declared by the Board of Directorsideivds on the shares of Series A Preferred Stoskifisued shall accrue from
date of issuance of such shares, and dividenddl shaxres of Series A Preferred Stock thereaftewed shall accrue from the «
following the last day of the period for which dieinds have already been paid on outstanding sh&i®eries A Preferred Stor
Dividends on all issued and outstanding shareseoe$S A Preferred Stock shall accrue from day tp, edhether or not earned
declared. Such dividends shall be payable befoyedasidends shall be declared or paid upon or pattaZor the shares of Commnr
Stock, and shall be cumulative, so that if in apgryor years dividends upon the outstanding sludr8eries A Preferred Stock at
rate of eight percent (8%) per annum shall not hmeen paid therefor or declared and set apartftretbe amount of the deficien
shall be fully paid or declared and set apart fayrpent, but without interest, before any distribnfiwhether by way of dividend
otherwise, shall be declared or paid upon, or gettdor, the shares of Common Stock.

3. Liquidation . In the event of the voluntary liquidation, diagan or winding up of the Corporation, the holdefsshares ¢
Series A Preferred Stock shall be entitled to rexeut of the assets of the Corporation, whetheh sissets are capital or surplu
any nature, an amount equal to One Hundred Dql#ir80.00) per share (the "Liquidation Value") puurther amount equal to 1
dividends unpaid and accumulated thereon, as pedvild Section 2 above, to the date of such digiohuwhether earned or decla
or not, and no more (such sum hereinafter sometigfesred to as the "Redemption Value"), before payment shall be made
any assets distributed to the holders of shar€oaimon Stock.

In the event of any involuntary liquidation, disg@n, or winding up of the Corporation, the halslef the shares of Series
Preferred Stock shall be entitled to receive, duthe assets of the Corporation, whether such sigget capital or surplus of ¢
nature, an amount equal to the Redemption Valich shares of Series A Preferred Stock beforgpaysnent shall be made or ¢
assets distributed to the holders of shares o€dramon Stock.

If upon such liquidation, dissolution, or windingp whether voluntary or involuntary, the assetsstHistributed among tl
holders of the shares of Series A Preferred Stbell $e insufficient to permit the payment of sustiockholders of the whc
preferential amount, then the entire assets ofCiporation to be distributed shall be distributathbly among the holders of
shares of Series A Preferred Stock.

In the event of any liquidation, dissolution, adinding up of the Corporation, whether voluntaryiroroluntary, subject to all «
the preferential rights of the holders of shareSefies A Preferred Stock on distributions or atlige, the holders of shares of
Common Stock shall be entitled to receive, ratadlyremaining assets of the Corporation.

A consolidation or merger of the Corporation withinto any other corporation or corporations simaf be deemed to be
liquidation, dissolution, or winding up, within tmeeaning of this section.

4. Redemption Upon Election by Corporation. At any time after November 1, 1993, and uporih@ consent and approval of
holders of a majority of the shares of the Corpored Common Stock; and (ii) the affirmative votetloe Board of Directors, tl
whole or from time to time any part of the sharéSeries A Preferred Stock may be redeemed by trpdZation on any divider
date by paying in cash therefor the Redemption &diu case of the redemption of a part only ofdh&standing shares of Serie
Preferred Stock, the Board of Directors may deteenthe shares to be redeemed, or may effect sdeimgion pro rata. A parti
redemption of shares of Series A Preferred Stoelll siot be effected until all dividends accrued amdhrrears upon all shares
Series A Preferred Stock outstanding shall have Ipaéd for all past dividend periods, and untill ividends for the then curre
dividend period on all shares of Series A PrefeBaatk then outstanding, other than the shares tetbeemed, shall have been
or declared and the full amount thereof set amarphyment. At least thirty (30) days' previousie®by mail, postage prepaid, sl
be given to the holders of record of the shareSasfes A Preferred Stock to be redeemed, suchenttiibe addressed to each ¢
stockholder at his post office address as showthéyecords of the Corporation. On or after the dixed for redemption and sta
in such notice, each holder of shares of SeriesefeRed Stock called for redemption shall surrerde certificate evidencing su
shares to the Corporation at the place designatsddh notice and shall thereupon be entitled ¢eive payment of the Redempt
Value. In case less than all the shares represéytedty such surrendered certificate are redeemeew certificate shall be isst
representing the unredeemed shares. If such naftimdemption shall have been duly given, and iftendate fixed for redemptic
funds necessary for the redemption shall be aJailtierefor, then notwithstanding that the ceriféss evidencing any shares
Series A Preferred Stock called for redemptionlsiatl have been surrendered, the dividends withersto the shares so called
redemption shall cease to accrue after the dagel fimr redemption and all rights with respect te shhares so called for redemp
shall forthwith after such date cease and determereept only the right of the holders to receiie Redemption Value there
without interest upon surrender of their certifesatherefor.




5. Voting Rights . Except as in this paragraph otherwise provideel entire voting power of the Corporation shallvkested in th
holders of shares of Common Stock. In the evertdixaconsecutive quarterly dividends payable andhares of Series A Prefer
Stock are in default, then immediately upon thepeajing of such event, and until such defaultedddinds and all dividen
subsequently defaulted are paid, the holders akshaf Series A Preferred Stock shall become edtith one vote for each share
such preferred shares held by them, at any meefirthe Corporation or its stockholders, upon allttera coming before su
meeting, along with the holders of shares of Com@&tmtk, and the holders of the shares of SeriesefeRed Stock shall be entit|
to receive notice of any such meeting in the saraemar as the holders of the shares of Common Stqmdn payment in full of tr
defaulted dividends, the voting power and rightadtice of stockholders' meetings shall again Istedeexclusively in the holders
shares of Common Stock.

FURTHER RESOLVED , that the statements contained in the foregoiaglutions creating and designating the said is§8enes /
Preferred Stock and fixing the number, powers,grefces and relative, optional, participating, atieer special rights and the qualificatic
limitations, restrictions, and other distinguishictgaracteristics thereof shall, upon the effectiste of said series, be deemed to be incluc
and be a part of the Certificate of Incorporatiéithe Corporation pursuant to the provisions oft®es 104 and 151 of the Delaware Ger
Corporation Law.

Signed and attested to on June 21, 1993.

Attest:

/sl Lois K. Pearce /s/ Lynn B. Fuller
Lois K. Pearce Lynn BlIEu
Secretary President
STATE OF IOWA )

S%:
COUNTY OF DUBUQUE )

BE IT REMEMBERED that, on June 21, 1993, before me, a Notary Puhlig authorized by law to take acknowledgementeaxdt
personally came Lynn B. Fuller, President of Haadl Financial USA, Inc., who duly signed the foliegoinstrument before me a
acknowledged that such signing is his act and dixad such instrument as executed is the act aed disaid corporation, and that the f
stated therein are true.

GIVEN under my hand on June 21, 1993.

/s/ Lu Ann M. Driscoll
Notary Public

CERTIFICATE OF AMENDMENT
OF
CERTIFICATE OF INCORPORATION
OF
HEARTLAND FINANCIAL USA, INC.

Heartland Financial USA, Inc., a corporation orgedi and existing under and by virtue of the Gen€maporation Law of the State
Delaware, DOES HEREBY CERTIFY:



FIRST: That at a meeting of the Board of DirectordHefartland Financial USA, Inc. resolutions were datiopted setting forth
proposed amendment to the Certificate of Incorpomadf said corporation, declaring said amendmenbé advisable and calling for
presentation to the stockholders of said corpamafar consideration thereof. The resolution settiogh the proposed amendment is
follows:

RESOLVED, that the first sentence of Article Fourth of thert@ieate of Incorporation be amended to read sreititirety as follows:

"The total number of shares of stock which thgoaation shall have authority to issue is 7,000,8l68res of Common Stock, par ve
of $1.00 per share, and 200,000 shares of Pref&tak, par value of $1.00."

SECOND: That thereafter, pursuant to resolution oflibard of directors, an annual meeting of the stoldédrs of said corporatis
was duly called and held, upon notice in accordamitk Section 222 of the General Corporation Lawthed State of Delaware at wh
meeting the necessary number of shares as redujirsi@tute were voted in favor of the amendment.

THIRD: That said amendment was duly adopted in acooed@ith the provisions of Section 242 of the Gah@orporation Law ¢
the State of Delaware.

IN WITNESS WHEREOF, Heartland Financial USA, Inc. has caused this fieaite to be signed by its President this 17th afayay, 1995

Heartland Financial USA, Inc.

By: /s/ Lynn B. Fuller
Lynn B. Fuller
President

CERTIFICATE OF AMENDMENT
OF THE
CERTIFICATE OF INCORPORATION
OF
HEARTLAND FINANCIAL USA, INC.

Heartland Financial USA, Inc. (hereinafter callé@ t'Corporation”), a corporation organized and txgsunder and by virtue of t
General Corporation Law of the State of Delawaogsthereby certify that:

1. The name of the Corporation is: Headl&inancial USA, Inc.
2. The first sentence of Article IV of the Gficate of Incorporation of the Corporation is hegyeamended to read in its entirety
follows:
ARTICLE IV

AUTHORIZED STOCK

The total number of shares of stock which the capon shall have authority to issue is 12,000,868res
of Common Stock, par value of $1.00 per share,28@J000 shares of Preferred Stock, par value @01

3. The amendment of the Certificate of Incorgioraherein certified has been duly adopted in ed@ace with the provisions of Section
242 of the General Corporation Law of the StatBefaware.



Dated as of the 20 th day of May, 1998.
HEARTLAND FINANCIAL USA, INC.
By: _/s/ Lynn B. Fuller

Lynn B. Fuller,
President

CERTIFICATE OF AMENDMENT
OF THE
CERTIFICATE OF INCORPORATION
OF
HEARTLAND FINANCIAL USA, INC.

Heartland Financial USA, Inc. (hereinafter callé@ t'Corporation”), a corporation organized and txgsunder and by virtue of t
General Corporation Law of the State of Delawaogsthereby certify that:

1. The name of the Corporation is: HeartlamthRcial USA, Inc.

2. The first sentence of Article IV of the Cédate of Incorporation of the Corporation is heredmended to read in its entirety
follows:

ARTICLE IV

AUTHORIZED STOCK

The total number of shares of stock which the capon shall have authority to issue is 16,000,8i68res of
Common Stock, par value of $1.00 per share, afDPO shares of Preferred Stock, par value of $1.00

3. The amendment of the Certificate of Incorgioraherein certified has been duly adopted in etaace with the provisions of Sect
242 of the General Corporation Law of the StatBefaware.

Dated as of the 16 th day ofyM2001.
HEARTLAND FINANCIAL USA, INC.
By: _/s/Lynn B. Fuller

Lynn B. Fuller,
President

CERTIFICATE OF DESIGNATION

of



SERIES A JUNIOR PARTICIPATING PREFERRED STOCK
of
HEARTLAND FINANCIAL USA, INC.

Pursuant to Section 151 of the General Corporatam
of the State of Delaware

Heartland Financial USA, Inc., a corporation orgaxi and existing under the General Corporation bakhe State ¢
Delaware, in accordance with the provisions of ®ect03 thereof, DOES HEREBY CERTIFY:

That pursuant to the authority vested in the Boafrdirectors in accordance with the provisions loé tCertificate ¢
Incorporation of the said Corporation, the said f8oaf Directors on June 3, 2002, adopted the falgwesolution creating a series of 16,
shares of Preferred Stock designated as "SeriemiarJParticipating Preferred Stock™:

RESOLVED, that pursuant to the authority vestedhie Board of Directors of this Corporation in
accordance with the provisions of the Certificaténcorporation, a series of Preferred Stock, pHue $1.00
per share, of the Corporation be and hereby igedeand that the designation and number of shthezsof
and the voting and other powers, preferences datives participating, optional or other rightstbé shares of
such series and the qualifications, limitations esxlrictions thereof are as follows:

Series A Junior Participating Preferred Stock

1. Designation and Amount. There shall be aesedf Preferred Stock that shall be designatedSasieés A Junic
Participating Preferred Stock," and the numberhaires constituting such series shall be 16,000h 8umber of shares may be increase
decreased by resolution of the Board of Directpreyided, however, that no decrease shall redueentimber of shares of Series A Ju
Participating Preferred Stock to less than the remolb shares then issued and outstanding plusuhmber of shares issuable upon exerci:
outstanding rights, options or warrants or uporvession of outstanding securities issued by thep@ation.

2. Dividends and Distribution.

(A) Subject to the prior and superior rightstioé holders of any shares of any class or seriestank of th
Corporation ranking prior and superior to the sha®Series A Junior Participating Preferred Staitk respect to dividends, the holder:
shares of Series A Junior Participating Prefernedls in preference to the holders of shares ofdags or series of stock of the Corporz
ranking junior to the Series A Junior Participatiigferred Stock in respect thereof, shall beledtib receive, when, as and if declared b
Board of Directors out of funds legally availabte the purpose, quarterly dividends payable in aashhe first business day of Janu
April, July and October in each year (each sucle é&ing referred to herein as a "Quarterly Divid®ayment Date"), commencing on
first Quarterly Dividend Payment Date after thetfissuance of a share or fraction of a share 0€S@ Junior Participating Preferred Stc
in an amount per one ortkeusandth of a share (rounded to the nearest egud)l to the greater of (a) $0.10 or (b) the Amiet Number (e
defined below) times the aggregate per share anafuait cash dividends, and the Adjustment Numirees the aggregate per share am
(payable in kind) of all norash dividends or other distributions other thatividend payable in shares of Common Stock or aisigion of
the outstanding shares of Common Stock (by redieagon or otherwise), declared on the Common Ktpar value $1.00 per share, of
Corporation (the "Common Stock") since the immesliapreceding Quarterly Dividend Payment Date with respect to the first Quarte
Dividend Payment Date, since the first issuancamf share or fraction of a share of Series A JuRiarticipating Preferred Stock. 1
"Adjustment Number" shall initially be 1,000. Inetrevent the Corporation shall at any time aftereJdn2002, (i) declare and pay
dividend on Common Stock payable in shares of Comi8tock, (ii) subdivide the outstanding Common Btac (ii) combine th
outstanding Common Stock into a smaller numbehefes, then in each such case the Adjustment Numlediect immediately prior to su
event shall be adjusted by multiplying such AdjustitnNumber by a fraction the numerator of whichhie number of shares of Comn
Stock outstanding immediately after such eventtaeddenominator of which is the number of shareS@mhmon Stock that were outstanc
immediately prior to such event.

(B) The Corporation shall declare a dividendlistribution on the Series A Junior Participatirrgferred Stock ¢
provided in paragraph (A) above immediately aftateclares a dividend or distribution on the Comr&tock (other than a dividend paye
in shares of Common Stock).



(C) Dividends shall begin to accrue and be cating on outstanding shares of Series A Junioridiaating
Preferred Stock from the Quarterly Dividend Paymigate next preceding the date of issue of sucheshaifr Series A Junior Participat
Preferred Stock, unless the date of issue of shates is prior to the record date for the first @erdy Dividend Payment Date, in which c
dividends on such shares shall begin to accrue fhendate of issue of such shares, or unless tieeofizssue is a Quarterly Dividend Payn
Date or is a date after the record date for therdehation of holders of shares of Series A JuRiarticipating Preferred Stock entitlec
receive a quarterly dividend and before such Qdgrizvidend Payment Date, in either of which eveatich dividends shall begin to acc
and be cumulative from such Quarterly Dividend PagtrDate. Accrued but unpaid dividends shall nairhbeterest. Dividends paid on -
shares of Series A Junior Participating PreferragtlSin an amount less than the total amount ohaligidends at the time accrued
payable on such shares shall be allocated proorata share-bghare basis among all such shares at the timeaadisg. The Board
Directors may fix a record date for the determmatdf holders of shares of Series A Junior Paitig Preferred Stock entitled to rece
payment of a dividend or distribution declared ¢uwer, which record date shall be no more than 68 gayr to the date fixed for the paym
thereof.

3. Voting Rights. The holders of shares of SefieJunior Participating Preferred Stock shall héwe following voting
rights:

(A) Each share of Series A Junior Participatitrgferred Stock shall entitle the holder thereoftaumber ¢
votes equal to the Adjustment Number on all mattefsmitted to a vote of the stockholders of thepGaation.

(B) Except as required by law, by Section 3(6d &y Section 10 hereof, holders of Series A JuRmnticipatin
Preferred Stock shall have no special voting rigimnd their consent shall not be required (excephéoextent they are entitled to vote v
holders of Common Stock as set forth herein) fhingany corporate action.

(C) If, at the time of any annual meeting ofcktwolders for the election of directors, the eqldua of siy
quarterly dividends (whether or not consecutive)aide on any share or shares of Series A JunidicRating Preferred Stock are in defa
the number of directors constituting the Board akBtors of the Company shall be increased by twaddition to voting together with t
holders of Common Stock for the election of oth@eators of the Company, the holders of record hef Series A Junior Participati
Preferred Stock, voting separately as a classa@xislusion of the holders of Common Stock, shalebtitled at said meeting of stockholc
(and at each subsequent annual meeting of stockisdjcunless all dividends in arrears on the Sétidanior Participating Preferred St
have been paid or declared and set apart for paypnien thereto, to vote for the election of twaeditors of the Company, the holders of
Series A Junior Participating Preferred Stock beintitled to cast a number of votes per share agéS& Junior Participating Preferred St
as is specified in paragraph (A) of this Sectiok&ch such additional director shall serve unslduccessor shall be elected and shall qu
or until his right to hold such office terminategrguant to the provisions of this Section 3(Carfl when such default shall cease to exis
holders of the Series A Junior Participating PreféiStock shall be divested of the foregoing speiting rights, subject to revesting in
event of each and every subsequent like defautiayments of dividends. Upon the termination of fitneegoing special voting rights, t
terms of office of all persons who may have beatted directors pursuant to said special votingtsighall forthwith terminate, and
number of directors constituting the Board of Diogs shall be reduced by two. The voting rightsnggd by this Section 3(C) shall be
addition to any other voting rights granted to liméders of the Series A Junior Participating PreféiStock in this Section 3.

4. Certain Restrictions.

(A) Whenever quarterly dividends or other divide or distributions payable on the Series A JuRanticipatini
Preferred Stock as provided in Section 2 are ieaas; thereafter and until all accrued and unpaidehds and distributions, whether or
declared, on shares of Series A Junior Particigdireferred Stock outstanding shall have beenipdidl, the Corporation shall not:

(i) declare or pay dividends on, make any otfistributions on, or redeem or purchase or othe
acquire for consideration any shares of stock raplunior (either as to dividends or upon liquidati dissolution or winding up) to t
Series A Junior Participating Preferred Stock;

(i) declare or pay dividends on or make anyeottistributions on any shares of stock ranking quarity
(either as to dividends or upon liquidation, dissioin or winding up) with the Series A Junior Peigating Preferred Stock, except divide
paid ratably on the Series A Junior Participatingf@red Stock and all such parity stock on whighidénds are payable or in arrear:
proportion to the total amounts to which the hatdefrall such shares are then entitled; or

(iii) purchase or otherwise acquire for considien any shares of Series A Junior Participatirefd®re(
Stock, or any shares of stock ranking on a parith the Series A Junior Participating Preferredc&t@xcept in accordance with a purct



offer made in writing or by publication (as detened by the Board of Directors) to all holders ofi€eA
Junior Participating Preferred Stock, or to suchilés and holders of any such shares ranking oarigygherewith, upon such terms as
Board of Directors, after consideration of the extjwe annual dividend rates and other relativetsgand preferences of the respective s
and classes, shall determine in good faith willlteis fair and equitable treatment among the respe series or classes.

(B) The Corporation shall not permit any sukesigiof the Corporation to purchase or otherwiseuaegfor
consideration any shares of stock of the Corpanatiess the Corporation could, under paragraplo{Ais Section 4, purchase or othery
acquire such shares at such time and in such manner

5. Reacquired Shares. Any shares of Series fodBarticipating Preferred Stock purchased or mtiee acquired by tt
Corporation in any manner whatsoever shall beagtpromptly after the acquisition thereof. All sushares shall upon their retirem
become authorized but unissued shares of Pref&t@tk and may be reissued as part of a new sefiBseferred Stock to be created
resolution or resolutions of the Board of Directasbject to any conditions and restrictions onasge set forth herein.

6. Liquidation, Dissolution or Winding Up. (A)ddn any liquidation, dissolution or winding up dfet Corporatior
voluntary or otherwise, no distribution shall bedado the holders of shares of stock ranking ju(eigher as to dividends or upon liquidati
dissolution or winding up) to the Series A Juniarti®ipating Preferred Stock unless, prior ther¢he, holders of shares of Series A Ju
Participating Preferred Stock shall have receive@rmount per one thousandth of a share (the "S&rigquidation Preference") equal to
greater of (i) $0.01 plus an amount equal to actarel unpaid dividends and distributions theredmetiver or not declared, to the date of
payment, or (ii) the Adjustment Number times the gfeare amount of all cash and other property tdiseibuted in respect of the Comn
Stock upon such liquidation, dissolution or winding of the Corporation.

(B) In the event, however, that there are ndfigent assets available to permit payment in faflithe Series.
Liguidation Preference and the liquidation prefeemof all other classes and series of stock oCmoration, if any, that rank on a pa
with the Series A Junior Participating Preferredc8tin respect thereof, then the assets availablesdch distribution shall be distribu
ratably to the holders of the Series A Junior Bguditing Preferred Stock and the holders of suchypshares in proportion to their respec
liquidation preferences.

(C) Neither the merger or consolidation of thergdration into or with another corporation nor therger o
consolidation of any other corporation into or wttte Corporation shall be deemed to be a liquidatdissolution or winding up of tl
Corporation within the meaning of this Section 6.

7. Consolidation, Merger, Etc. In case the Coapon shall enter into any consolidation, mergmmbination or otht
transaction in which the outstanding shares of ComBtock are exchanged for or changed into otleeksir securities, cash and/or any o
property, then in any such case each share ofsS&riinior Participating Preferred Stock shalltet same time be similarly exchange:
changed in an amount per share equal to the AdargtiNumber times the aggregate amount of stockyrgies, cash and/or any otl
property (payable in kind), as the case may be,witich or for which each share of Common Stoath@nged or exchanged.

8. No Redemption. Shares of Series A Juniori¢daating Preferred Stock shall not be subject édemption by tr
Company.

9. Ranking. The Series A Junior Participatingf@red Stock shall rank junior to all other senéshe Preferred Stock
to the payment of dividends and as to the distidoudf assets upon liquidation, dissolution or viimgdup, unless the terms of any such s
shall provide otherwise, and shall rank seniohe@ommon Stock as to such matters.

10. Amendment. At any time that any shares afieSé\ Junior Participating Preferred Stock arestartding, th
Certificate of Incorporation of the Corporation khzot be amended in any manner which would maltgriglter or change the powe
preferences or special rights of the Series A Jupaticipating Preferred Stock so as to affectrtlaglversely without the affirmative vote
the holders of two-thirds of the outstanding shafeSeries A Junior Participating Preferred Staaking separately as a class.

11. Fractional Shares. Series A Junior PartitigaPreferred Stock may be issued in fractiona share that shall enti
the holder, in proportion to such holdeftactional shares, to exercise voting rightsenex dividends, participate in distributions anchte

the benefit of all other rights of holders of Serfe Junior Participating Preferred Stock.

IN WITNESS WHEREOF , the undersigned has executed this Certificae7th day of June, 2002.



HEARTLAND FINANCIAL USA, INC.

By: _/s/John K. Schmidt
John K. Schmidt
Executive Vice President

CERTIFICATE ELIMINATING
REFERENCE TO SERIES
OF SHARES OF STOCK FROM THE
CERTIFICATE OF INCORPORATION
OF
HEARTLAND FINANCIAL USA, INC.
Pursuant to the provisions of Section 151(g) of@emeral Corporation Law of the State of Delawdris, hereby certified that:
1. The name of the corporation (hereinafterrrefkto as the "corporation”) is
Heartland Financial USA, Inc.
2. The designation of the series of sharesawkstf the corporation to which this certificatéates is
Series A Preferred Stock
3. The voting powers, designations, preferenaed the relative, participating, optional, orethights, and the qualificatior
limitations, and restrictions of the said seriessbéres of stock were provided for in a resoludopted by the Board of Directors of
corporation pursuant to authority expressly vested by the provisions of the certificate of inparation of the corporation. A certifici
setting forth the said resolution has been heretofited with the Secretary of State of the Statdelaware pursuant to the provisions
Section 151(g) of the General Corporation Law ef $tate of Delaware.

4. The Board of Directors of the amadion has adopted the following resolution:

RESOLVED, that none of the authorized shares of stock ofGbepany of the Series A Preferred Stock designa
outstanding.

RESOLVED, that none of the said Series A Preferred Stockeshair stock of the Company will be issued.
RESOLVED, that the proper officers of the Company be andthesre authorized and directed to file a
certificate setting forth these resolutions with Becretary of State of the State of Delaware jputsio the

provisions of Section 151(g) of the General Compaaw of the State of Delaware for the purpose of

eliminating from the certificate of incorporatiohtbe Company all reference to the said Series&fdPred
Stock.

5. The effective time of this certificate shadl upon filing.

IN WITNESS WHEREOF , the undersigned has executed this Certificate#th day of June, 2002.



HEARTLAND FINANCIAL USA, INC.

By: /s/John K. Schmidt
John K. Schmidt
Executive Vice President

Exhibit 3.2
Bylaws
of
HEARTLAND FINANCIAL USA, INC.

A Delaware Corporation

ARTICLE |
Offices

Section 1.1The corporation shall maintain a registered officéhe State of Delaware as required by law.
corporation may also have offices at other plagathin or without the State of Delaware, as theibess of th
corporation may require.

ARTICLE Il
Stockholders

Section 2.1 ANNUAL MEETING. An annual meeting of the stockholders shall be heldmencing i
1994 on the Wednesday following the third Tuesaalilay of each year, if not a legal holiday, and iegal holiday
then on the next succeeding business day, or dm date as shall be determined by the board of tdirgcfor the
election of directors and for the transaction aftsather business as may come before the meeting.

Section 2.2 SPECIAL MEETINGS. Special meetings of the stockholders may be cabgdhe
chairman of the board, the vice chairman of thedhahe president, the board of directors, or atrdguest in writin
of stockholders owning a majority of the issued antstanding voting stock of the corporation. Witken days aft
the receipt of such a written request, the presidemanother officer designated by the presidenstrsend a notice
meeting in accordance with Section 2.5 hereof.

Section 2.3 ACTION BY STOCKHOLDERS.

@) At any annual or special meeting of stockholderdy such new business shall be condur
and only such proposals shall be acted upon, dshehee been brought before the meeting by, ohatdirection o
the board of directors, or by any stockholder &aito vote at such meeting, provided, howevet, sbhah stockhold:
has complied with the procedures set forth in 8astion 2.3.

(b) For a proposal to be properly brought before aigpec annual meeting by a stockholder,
stockholder must have given timely notice thereofamriting to the secretary of the corporation asfeeh in this
Section 2.3. To be timely, a stockholderiotice must be delivered, mailed or telegraploethé principal executi
offices of the corporation not less than 30 days more than 75 days prior to the date of the oaliynschedule
meeting, regardless of any postponements, defaradjournments of that meeting to a later dateyided, howeve
that, if less than 40 daysbtice of the date of the scheduled meeting isrgoremade by the corporation, notice by
stockholder, to be timely, must be so deliverediledaor telegraphed to the corporation not latemthhe close «
business on the 10th day following the day on wiiolice of the date of the scheduled meeting was finailed t



stockholders. Such stockholdenotice shall set forth as to each matter thekbtder proposes to bring bef
the meeting: (i) a brief description of the prododasired to be brought before the meeting andréasons fc
conducting such business at the meeting; (ii) $Bamenand address, as they appear on the corposbonks, of th
stockholder proposing such business; (iii) the neindd shares of the corporatiencommon stock beneficially owr
by such stockholder on the date of such stockh@dwtice; and (iv) any financial or other interessuch stockhold:
in the proposal.

(© The board of directors may reject any stockholdeppsal not timely made in accordance
this Section 2.3. If the board of directors detemsithat the information provided in a stockholglerdtice does n
satisfy the informational requirements hereof,dberetary of the corporation shall promptly nostich stockholder
the deficiency in the notice. The stockholder shiéin have an opportunity to cure the deficiencypogviding
additional information to the secretary within symgriod of time, not to exceed 10 days from the daich deficienc
notice is given to the stockholder, as the boardictors shall determine. If the deficiency ig nored within suc
period, or if the board of directors determineg tha additional information provided by the stockter, together wit
the information previously provided, does not $gtthe requirements of this Section 2.3, then thard of director
may reject such stockholderproposal. The secretary of the corporation statify a stockholder in writing wheth
his or her proposal has been made in accordanbehdttime and information requirements hereof.

(d) This Section 2.3 shall not prevent the considenagiod approval or disapproval at a speci
annual meeting of reports of officers, directord anmmittees of the board of directors, but in @tion therewith n
new business shall be acted upon at any such rgaetiess stated, filed and received as herein geali

Section 2.4 PLACE OF MEETING.The board of directors may designate any plackeeivithin o
without the State of Delaware, as the place of mgdor any annual meeting or for any special nmggtalled by th
board of directors. If no designation is made a gpecial meeting is called otherwise than bybiberd of director:
the place of meeting shall be the principal placeusiness of the corporation.

Section 2.5 NOTICE OF MEETING. Written notice stating the place, date and houthef meeting
the place where the stockholder list may be exathpreor to the meeting, if different from the plackthe meetin
and, in the case of a special meeting, the purpogeirposes for which the meeting is called, shalgiven in persc
or by mail or telegram not less than ten nor mbantsixty days before the date of the meetingndhé case of
merger or consolidation of the corporation requgristockholder approval or a sale, lease or excharfigal or
substantially all of the corporatiaproperty and assets, not less than twenty noe than sixty days before the ¢
of meeting, by or at the direction of the chairnehthe board, the president, any executive vicsigent, the secrete
or the officer or persons calling the meeting, @clestockholder of record entitled to vote at senaeting. If mailec
notice shall be deemed given when deposited irUtieed States mail, postage prepaid, directed @ostbckholder
his or her address as it appears on the recorttseaforporation. If notice is given by telegramglsunotice shall k
deemed to be delivered when the telegram is delivéo the telegraph company. If notice is givenawgrnigh
delivery service, such notice will be deemed deédeon the next business day after the date ofetglito a nationall
recognized overnight delivery service. When a nngeis adjourned to another time or place, noticadn®ot be give
of the adjourned meeting if the time and placedbkare announced at the meeting at which the atjoent is takel
unless the adjournment is for more than thirty daysunless, after adjournment, a new record dafiexed for the
adjourned meeting, in either of which cases notit¢he adjourned meeting shall be given to eacbkstmder o
record entitled to vote at the meeting. Notice neetlbe given to any stockholder who submits atemitwaiver o
notice signed by such stockholder either beforaftar any meeting. Attendance by a stockholder ateating o
stockholders shall constitute a waiver of noticesath meeting, except when the stockholder attdrelsneeting fc
the express purpose of objecting, at the beginointhe meeting, to the transaction of any businessause tt
meeting is not lawfully called or convened. Neithiee business to be transacted at, nor the puigfosey regular ¢
special meeting need be specified in any waiverotite of such meeting.

Section 2.6 NOMINATIONS OF DIRECTORS.

€)) Nominations, other than those made by, or at thection of, a majority of the board
directors or a committee thereof shall be made dnlynely written notice of such nomination or norations ha
been given to the secretary of the corporationbd& ¢imely, such notice shall be delivered to orlethand received
the principal executive offices of the corporatioot less than 30 days nor more than 75 days poidhé meetin



irrespective of any deferrals, postponements asuadments thereof to a later date; provided, howehat ir
the event that less than 40 daysitice or prior public disclosure of the date o€ timeeting is given or made
stockholders, notice by the stockholder to be ymelist be so received not later than the closeusiness on the 1(C
day following the day on which such notice of thetedof meeting was mailed or such public disclosuas made
whichever first occurs. Each such notice to theaetacy shall set forth: (i) the name and addresseobrd of th
stockholder who intends to make the nominatior); giirepresentation that the stockholder is a hotdeecord o
shares of the corporation entitled to vote at sueleting and intends to appear in person or by pabxiie meeting
nominate the person or persons specified in thecatofii) the name, age, business and residencieeades, ar
principal occupation or employment of each nomir{eg;a description of all arrangements or underdiags betwee
the stockholder and each nominee and any otheompenrspersons (naming such person or person) puirsoiavhict
the nomination or nominations are to be made bystbekholder; (v) such other information regardeagh nomine
proposed by such stockholder as would be requardée included in a proxy statement filed pursuarthe proxy rule
of the Securities and Exchange Commission, as itnegifect; and (vi) the consent of each nomineesdove as
director of the corporation if so elected. The cogbion may require any proposed nominee to fursisth othe
information as may reasonably be required by thparation to determine the eligibility of such pogied nominee
serve as a director of the corporation.

(b) The nominating and compensation committee may trej@g nomination by a stockholder
timely made or otherwise not in accordance with tdrens of this Section 2.6. If the nominating amnpensatio
committee reasonably determines that the informagoovided in a stockholdey’ notice does not satisfy -
informational requirements of this Section 2.6 ny anaterial respect, the secretary of the corpmmashall promptl
notify such stockholder of the deficiency in wrginThe stockholder shall have an opportunity tedhe deficienc
by providing additional information to the secrgtavithin such period of time, not to exceed 10 dagsn the dat
such deficiency notice is given to the stockhold@er,the nominating and compensation committee sbafionabl
determine. If the deficiency is not cured withincBuperiod, or if the nominating and compensatiommittee
reasonably determines that the additional inforomagprovided by the stockholder, together with th&rimatior
previously provided, does not satisfy the requineta®f this Section 2.6 in any material respeantthe nominatir
and compensation committee may reject such stodkhislnomination. The secretary of the corporation|siatify a
stockholder in writing whether his or her nominatibas been made in accordance with the time arminmadtior
requirements of this Section 2.6.

Section 2.7 FIXING OF RECORD DATE.

@) In order that the corporation may determine theldtolders entitled to notice of or to vote
any meeting of stockholders or any adjournmentibfethe board of directors may fix a record datieich record dai
shall not precede the date upon which the resaidtiong the record date is adopted by the boardicéctors, an
which record date shall not be more than sixtyless than ten days before the date of such medting.record dat
is fixed by the board of directors, the record datedetermining stockholders entitled to noticeonfto vote at
meeting of stockholders shall be at the close sfriass on the day next preceding the day on whothenis given, o
if notice is waived, at the close of business om day next preceding the day on which the meesngeid. #
determination of stockholders of record entitlechtdice of or to vote at a meeting of stockholdsrall apply to an
adjournment of the meeting; provided, however, thatboard of directors may fix a new record datetlie adjourne
meeting.

(b) In order that the corporation may determine theldtolders entitled to receive payment of
dividend or other distribution or allotment of anghts or the stockholders entitled to exercise aghgts in respect
any change, conversion or exchange of stock, ath®purpose of any other lawful action, the baafrdirectors ma
fix a record date, which record date shall not pdecthe date upon which the resolution fixing teeord date
adopted, and which record date shall be not mae #ixty days prior to such action. If no recordeda fixed, th
record date for determining stockholders for anshspurpose shall be at the close of business odayen which th
board of directors adopts the resolution relativeyeto.

Section 2.8 VOTING LISTS.The officer or agent who has charge of the stodigéde of the corporatic
shall prepare and make, at least ten days befaey eueeting of stockholders, a complete list of shackholder
entitled to vote at the meeting, arranged in alphiabl order, and showing the address of each ktdd&r and numb
of shares registered in his or her name, whichflsta period of ten days prior to such meetiriglisbe kept on fil



either at a place within the city where the meeitmtp be held and which place shall be specifiethé notic
of the meeting, or, if not so specified, at thecplavhere the meeting is to be held, and shall lea op the examinatic
of any stockholder, for any purpose germane tarteeting, at any time during ordinary business hdsugh list sha
also be produced and kept at the time and platieeaieeting during the whole time thereof, and l@ynspected t
any stockholder who is present.

Section 2.9 STOCK LEDGER.The stock ledger shall be the only evidence as ho are th
stockholders entitled to examine the stock ledgehe books of the corporation, or to vote in parso by proxy
any meeting of stockholders.

Section 2.10 QUORUMA majority of the outstanding shares of voting ktadf the corporatiol
represented in person or by proxy, shall constéuggiorum at any meeting of stockholders; providedyever, that
less than a majority of the outstanding sharesotihg stock are represented at said meeting, aritya@d the shares
voting stock so represented may adjourn the meelfirgquorum is present, the affirmative vote ahajority of the
shares of voting stock represented at the meetiatj be the act of the stockholders in all mattetiser than th
election of directors, who shall be elected by arailty of the votes of the shares present in pe@oby proxy an
entitled to vote on the election of directors, gsl¢he vote of a greater number or voting by ckasseequired by tt
General Corporation Law of the State of Delawahne, dertificate of incorporation or these bylaws.afdy adjourne
meeting at which a quorum shall be present, aninbss may be transacted which might have beenatttet at th
original meeting. Withdrawal of stockholders fromyaneeting shall not cause failure of a duly canttd quorum :
that meeting.

Section 2.11 PROXIESEach stockholder entitled to vote at a meetingto€kholders or to expre
consent or dissent to corporate action in writintheut a meeting may authorize another person Bons to act fc
such stockholder by proxy, but no such proxy shallvoted or acted upon after three years fromate,dunless tt
proxy provides for a longer period. Every proxy o signed by the stockholder or his or her aggiinfact. A duly
executed proxy shall be irrevocable if it statest ihis irrevocable, and if, and only as long ia$s coupled with a
interest sufficient in law to support an irrevo@bpbwer. A proxy may be made irrevocable regardbésshether th
interest with which it is coupled is an interesthe stock itself or an interest in the corporati@merally.

Section 2.12 VOTING OF STOCK.Subject to the provisions of the certificate ofaroration, eac
stockholder shall at every meeting of the stockéxdde entitled to one vote for each share of thieg stock held k&
such stockholder.

Section 2.13 VOTING OF STOCK BY CERTAIN HOLDERS.

@) Persons holding stock in a fiduciary capacity sl entitled to vote the shares so
Persons whose stock is pledged shall be entitlegbte, unless in the transfer by the pledgor onlibeks of th
corporation he or she has expressly empoweredélgge to vote thereon, in which case only thegdedr his or h
proxy may represent such stock and vote thereoareShof its own stock belonging to the corporatorio anothe
corporation, if a majority of the shares entitledvbte in the election of directors of such othemporation is held k
the corporation, shall neither be entitled to vade counted for quorum purposes, but shares tatsk held, direct!
or indirectly, by the corporation in a fiduciarypaity may be voted by it and counted for quorumppses.

(b) Subject always to the specific directions of thardoof directors, any share or shares of ¢
issued by any other corporation and owned or cettdy the corporation may be voted at any stottdrs’ meeting
of such other corporation by the chairman of tharbdar the president, if he or she be presenty brs or her absen
by any executive vice president. Whenever, in tligment of the chairman of the board or the presjde in his o
her absence, any executive vice president, itsgrade for the corporation to execute a proxy iwe @ stockholders’
consent in respect to any share or shares of sealkd by any other corporation and owned by tlparation, suc
proxy or consent shall be executed in the namdefcbrporation by the chairman of the board orptesident an
shall be attested by the secretary without negesditany authorization by the board of directorsiyAperson ¢
persons designated in the manner above statece ggdRy or proxies of the corporation shall havié rfight, powe|
and authority to vote the share or shares of siggiked by such other corporation and owned by énpocation th
same as such share or shares might be voted loptperation.



Section 2.14 VOTING BY BALLOT. Voting in any election of directors may, if perraitt by th
certificate of incorporation, be by voice vote, amaling on any other questions shall be by voicte wmless, in eal
case, the presiding officer shall order or anyldtotder shall demand that voting be by ballot.

Section 2.15 INSPECTORSThe board of directors, in advance of any meetingy, but need nc
appoint one or more inspectors of election to dctha meeting or any adjournment thereof. If arpétsor o
inspectors are not appointed, the person presidirthe meeting may, or upon the request of anykbtider shal
appoint one or more inspectors. In case any perdanmay be appointed as an inspector fails to appeact, th
vacancy may be filled by appointment made by theatiors in advance of the meeting or at the medtynthe persc
presiding thereat. Each inspector, if any, beforterng upon the discharge of his or her dutieall $bke and sign ¢
oath faithfully to execute the duties of inspeabsuch meeting with strict impartiality and accéogdto the best of h
or her ability. The inspectors, if any, shall detare the number of shares of stock outstandingtlaadoting power ¢
each, the shares of stock represented at the rge#im existence of a quorum, the validity and atffd proxies, an
shall receive votes or ballots, hear and deterralhehallenges and questions arising in conneatiih the right tc
vote, count and tabulate all votes or ballots, mheitee the results, and do such acts as are promemiduct the electic
or vote with fairness to all stockholders. On resiu# the person presiding at the meeting, theaaisp or inspector
if any, shall make a report in writing of any cleaigje, question or matter determined by the inspectmspectors ar
execute a certificate of any fact found by the atdpr or inspectors.

ARTICLE Il
Directors
Section 3.1 GENERAL POWERSTNhe business of the corporation shall be managear lmnder th
direction of its board of directors, except as othge provided in the certificate of incorporation.
Section 3.2 NUMBER AND QUALIFICATIONS.
€)) The number of directors of the corporation shalihbg less than three nor more than nin

such other number as may be determined from tinienas provided in the certificate of incorpaati

(b) No person shall be eligible for election to therdoaf directors if such person has attainec
age of seventy (70) years prior to the date ofstbekholdersimeeting at which directors are to be elected; jpled
however, that this provision will not apply to aofythe current incumbent directors who have atthithe age of sixty-
five (65) years prior to January 1, 1993. Directoegd not be stockholders of the corporation, exiiszof the Unite
States or residents of the State of Delaware.

(c) The directors of the corporation shall be dividetbithree classes, Class I, Class Il and (
lll, as nearly equal in number as the then totahber of directors constituting the entire boardpes with the term ¢
office of one class expiring each year. At the atmaeeting of stockholders in 1993, directors c&<SI | shall k
elected to hold office for a term expiring at tf894 annual meeting, directors of Class Il shalkkleeted to hold offic
for a term expiring at the 1995 annual meeting dimdctors of Class Ill shall be elected to holdic&ffor a terr
expiring at the 1996 annual meeting. Any vacanaiethe board of directors for any reason, and angctbrship
resulting from any increase in the number of doegstmay be filled by the board of directors, agtiny a majority ¢
the directors then in office, although less thaquarum, and any directors so chosen shall hold¢@ffintil the ne:
election of the class for which such directors lshalve been chosen and until their successors bhadllected ar
qualified. If the number of directors is changedy dancrease or decrease in the number of directbedl be
apportioned among the classes so as to maintaatages as equal in number as possible. At eaalmhmeeting ¢
stockholders, the successors to the class of dineethose term shall then expire shall be eleaidubtd office for i
term expiring at the third succeeding annual meetin

(d) Notwithstanding any other provisions of the cectife of incorporation of the corporatior
these bylaws (and notwithstanding the fact thatesdéesser percentage may be specified by law, thdicate of
incorporation or these bylaws of the corporati@my director or the entire board of directors & tlorporation may |
removed at any time, but only for cause and onlythgy affirmative vote of the holders of not lesarth70% of th
outstanding shares of stock of the corporatiortledtto vote generally in the election of direct@ensidered for th



purpose as one class) cast at an annual meetisipakholders or at a meeting of the stockholdeligador
that purpose.

Section 3.3 ELECTION AND VACANCIES. Each class of directors to be elected shall beterlea
the annual meeting of the stockholders of the aammn and shall hold office until their successars elected ai
qualified or until their earlier death, resignatimnremoval. Any director may resign at any timempvritten notice t
the corporation. Thereafter, directors who aretett@t an annual meeting of stockholders, and tireavho ar
elected in the interim to fill vacancies and newlgated directorships, shall hold office until trext annual meeting
stockholders at which directors of such class arbet elected and until their successors are elestddqualified ¢
until their earlier death, resignation or removalthe interim between annual meetings of stockérsicr of speci
meetings of stockholders called for the electionlicgctors and/or for the removal of one or morecators and for tt
filling of any vacancy in that connection, newlyeated directorships and any vacancies in the bofdirectors
including vacancies resulting from the removal wéctors, may be filled by the vote of a majoritiytbe remainin
directors then in office, although less than a gogrby the nominating and compensation committedyyathe sol
remaining director.

Section 3.4 ASSOCIATE DIRECTORS The board of directors, from time to time, mayp@aipt one
or more nonvoting associate directors. The associate directane® would not be members of the board of direx,
shall serve in a nowmeting advisory capacity with respect to the boafdlirectors of the corporation, and may
invited, without obligation, to attend the meetingfsthe board of directors of the corporation, withthe power ¢
final decision in matters concerning the businekghe corporation. Any listing of the associateediors sha
distinguish between them and the corporasdsdard of directors or indicate their associadéust Associate directc
may receive such fees as may be determined byotel lof directors.

Section 3.5 REGULAR MEETINGS.A regular meeting of the board of directors shallheld withot
other notice than this bylaw, immediately afterd @hthe same place as, the annual meeting oftsitides. The boa
of directors may provide, by resolution, the tinted glace, either within or without the State of &eére, for th
holding of additional regular meetings without athetice than such resolution.

Section 3.6 SPECIAL MEETINGS.Special meetings of the board of directors maydiked by or €
the request of the president or any director. Téregn or persons calling such special meetingeobthard of directo
shall fix a place, either within or without the &taf Delaware, as the place for holding any speuneeting of th
board of directors.

Section 3.7 NOTICENotice of any special meeting of the board of dwex stating the time and pl¢
of such meeting shall be given by delivery of netiot less than fortgight hours prior to the time of such propc
meeting by: (a) written notice delivered personaltyby mail, recognized overnight delivery servitelegraph ¢
telecopy to each director at his or her businesgesidence address or telecopy number or at arsr atthdress
telecopy number provided by a director to the caapon; or (b) oral notice given in person or pamd to suc
director by telephone wherever he or she may batéolc If mailed, such notice shall be deemed tdddeered whe
deposited in the United States mail, on a busidagsbefore 5:00 p.m. local time, so addressed, pattage there«
prepaid. If notice is given by overnight delivesngce, such notice will be deemed delivered onnivet business d.
after the date of delivery to a nationally recogdivernight delivery service. If notice is givey telegram, suc
notice shall be deemed to be delivered when tlegta is delivered to the telegraph company. liceas given b
telecopy, such notice shall be deemed to be delivethen sent to the telecopy number provided tadngoration b
any director and receipt is confirmed by telephasth such director, or any adult family member, émgpe or agei
of such director. Written notice delivered persgnahd oral notice given in person or by telephshall be deeme
delivered when so delivered or given to such daedtlotice need not be given to any director whionsils a writtel
waiver of notice signed by him or her either beforeafter any meeting. The attendance of a direat@ny meetin
shall constitute a waiver of notice of such meetexgept where a director attends a meeting foexpeess purpose
objecting, at the beginning of the meeting, tottla@saction of any business because the meetimgy iswfully callec
or convened. Neither the business to be transattetbr the purpose of, any regular or special mgetf the board «
directors need be specified in the notice or wabfesuch meeting.

Section 3.8 QUORUMA majority of the number of directors fixed by oetdrmined in accordan
with these bylaws shall constitute a quorum for tifa@saction of business at any meeting of thedoardirectors



provided, however, that if less than a majoritysoich number of directors are present at said ntget
majority of the directors present may adjourn theeting from time to time without further notice.majority of the
number of directors serving on a committee of tbarf shall constitute a quorum for the transaatilpusiness at al
meeting of the committee. Interested directors bygounted in determining the presence of a quatuanmeeting
the board of directors or of any committee thereof.

Section 3.9 MANNER OF ACTING.The vote of a majority of the directors presenaaheeting ¢
which a quorum is present shall be the act of tredb of directors or of a committee of the boasdihee case may be.

Section 3.10 ACTION WITHOUT A MEETING. Any action required or permitted to be taken at
meeting of the board of directors or of any comeeitthereof may be taken without a meeting if alrrembers of tt
board or committee, as the case may be, consergtdh writing, and the writing or writings ardeiil with the
minutes of proceedings of the board or committee.

Section 3.11 COMPENSATION.The board of directors shall have authority to lesth reasonab
compensation of all directors for services to thgoration as directors, officers or otherwise.

Section 3.12 LIABILITY FOR UNLAWFUL PAYMENT O F DIVIDEND. In case of any willful ¢
negligent violation of the provisions of sectior®0lor 173 of the Delaware General Corporation Lagarding th
payment of dividends, any director who may haventadesent when the same was done, or who may hasente
from the act or resolution by which the same wasedonay exonerate himself or herself from suchilitgtby causing
his or her dissent to be entered on the books itomgathe minutes of the proceedings of the directd the time tf
same was done, or immediately after he or she ti&serof the same.

Section 3.13 TELEPHONE MEETINGS.Members of the board of directors, or of any cortee
thereof, may participate in a meeting of the boardcommittee, as the case may be, by means of fereoi
telephone or similar communications equipment byamseof which all persons participating in the megettan hes
each other, and such participation shall constpuésence in person at the meeting.

ARTICLE IV
Committees

Section 4.1 COMMITTEES. The board of directors may, by resolution passea ligajority of th
whole board, designate one or more committees, eanimittee to consist of one or more of the directof the
corporation. Any such committee, to the extent mled in the resolution of the board of directoiglshave and m:
exercise all the powers and authority of the bazrdirectors in the management of the businessadiairs of the
corporation, to the extent permitted under the Wale General Corporation Law. The designation of anct
committee and the delegation thereto of authotiigllsnot operate to relieve the board of directarsany membe
thereof, of any responsibility imposed by law.

Section 4.2 EXECUTIVE COMMITTEE. The board of directors by resolution adopted byagonity
of the full board of directors, may designate twonmore of its members to constitute an executivarodtee. Th
executive committee, when the board of directonsoisin session, shall have and may exercise ahefuthority ¢
the board of directors except to the extent, if,ahgt such authority shall be limited by the resoh appointing th
executive committee and except also that the execabmmittee shall not have the authority of tleard of director
in reference to any action for which the certifecaf incorporation or the bylaws would require awai by the vote ¢
greater than a majority of the number of direcesamay be fixed from time to time, in the manneaspribed in th
certificate of incorporation, by the board of dis of the corporation.

Section 4.3 AUDIT AND CORPORATE GOVERNANCE CQMMITTEE . The board of directo
by a resolution adopted by a majority of the fudlabd of directors, may designate three or moreiadritdirectors t
constitute an audit and corporate governance caeenithe audit and corporate governance committak lsave, t
the extent provided in the resolution of the baafrdirectors or in these bylaws, the authoritydtam the independe
auditor for the corporation, and to conduct dismmss with such auditor concerning the financialtestaents
operations, internal controls and other relatedtensitand such other authority as may be provideth¢caudit an



corporate governance committee by the board otirs.

Section 4.4 NOMINATING AND COMPENSATION COMMI TTEE . The board of directors by
resolution adopted by a majority of the full boafddirectors, may designate three or more diredtorsonstitute
nominating and compensation committee. The nommgadind compensation committee shall have, to theni
provided in the resolution of the board of direstor in these bylaws, the authority to establisthh ¢dbmpensatio
benefits and perquisites for the executive officdnectors and other employees of the corporataentify and sele
gualified individuals to serve as directors of tmporation and nominate such individuals for etects directors
the corporatiors annual meeting of stockholders, and such othiodty as may be provided to the nominating
compensation committee by the board of directors.

Section 4.5 TENURE AND QUALIFICATION. Each member of each committee shall hold o
until the next regular annual meeting of the boafrdlirectors following his or her designation anatiuhis or he
successor is designated as a member of such cararaitt is elected and qualified.

Section 4.6 MEETINGSRegular meetings of each committee may be heldowithotice at such tim
and places as such committee may fix from timane tby resolution. Special meetings of each conemitnhay b
called by any member thereof by notice statingpllaee, date and hour of the meeting which is dedidenot less the
twentyfour hours prior to the time of such proposed nmegeby: (a) written notice delivered personally grrbail,
recognized overnight delivery service, telegraphtedecopy to such committee member at his or hesinlegs ¢
residence address or telecopy number or at any atitgess or telecopy number provided by such cai@enmembe
to the corporation; or (b) oral notice given ingm@r or provided to such committee member by teleplveherever r
or she may be located. If mailed, such notice dfalieemed to be delivered when deposited in thied)Btates ma
on a business day before 5:00 p.m. local time, ddremsed, with postage thereon prepaid. If noscgiven b
overnight delivery service, such notice will be ohegl delivered on the next business day after the afadelivery to
nationally recognized overnight delivery servicenébtice is given by telegram, such notice shalldeemed to
delivered when the telegram is delivered to thegeph company. If notice is given by telecopy hsnetice shall k
deemed to be delivered when sent to the telecopbru provided to the corporation by any such cote@imembe
and receipt is confirmed by telephone with suchmittee member, or any adult family member, employeagent ¢
such committee member. Written notice deliveredqeally and oral notice given in person or by tetape shall b
deemed delivered when so delivered or given to @mmittee members. Any member of a committee maiye
notice of any meeting and no notice of any meetiegd be given to any member thereof who attengeiison. Th
notice of a meeting of any committee need not shadusiness proposed to be transacted at thengpeet

Section 4.7 QUORUMA majority of the members of a committee shall ¢bate a quorum for tt
transaction of business at any meeting thereofaatidn of such committee must be authorized byaffiemative vot¢
of a majority of the members present at a meetinghéch a quorum is present.

Section 4.8 ACTION WITHOUT A MEETING. Any action that may be taken by a committee
meeting may be taken without a meeting if a consentriting, setting forth the action so to be takshall be signe
by all of the members of such committee before sation is taken.

Section 4.9 VACANCIES.Any vacancy on a committee may be filled by a nesoh adopted by
majority of the full board of directors.

Section 4.10 RESIGNATIONS AND REMOVAL.Any member of any committee may be remove
any time with or without cause by resolution addpby a majority of the full board of directors. Amyember of
committee may resign from such committee at anye tby giving written notice to the president or s¢ary, an
unless otherwise specified therein, the acceptahsech resignation shall not be necessary to ntaéective.

Section 4.11 PROCEDUREEach committee shall elect a presiding officer ficsrmembers and m
fix its own rules or procedures which shall notimeonsistent with these bylaws."

ARTICLE V
Officers



Section 5.1 NUMBER.The officers of the corporation shall be a chairnadnthe board, a vic
chairman, a president, one or more executive viesigents, a secretary and a treasurer, each ahwhall be electe
by the board of directors. Such other officersl(iding one or more vice presidents or senior viasidents, besid
any executive vice presidents), assistant offiegrd acting officers as may be deemed necessarybmajected (
appointed by the board of directors. Any two or enoffices may be held by the same person.

Section 5.2 ELECTION AND TERM OF OFFICE. The officers of the corporation to be electec
the board of directors shall be elected annuallyhgyboard of directors at the first meeting of biward of directol
held after each annual meeting of the stockholdétbe election of officers shall not be held atk meeting, sur
election shall be held as soon thereafter as coentyn may be. Vacancies may be filled or new a$ficreated al
filled at any meeting of the board of directorscEafficer shall hold office until his or her susser shall have be
duly elected and qualified or until his or her deat until he or she shall resign or shall havenbesmoved in th
manner hereinafter provided. Election or appointneémn officer or agent shall not of itself creatatract rights.

Section 5.3 REMOVAL.Any officer or agent elected or appointed by thardoof directors may |
removed by the board of directors whenever inutigment the best interests of the corporation wdddserve
thereby, but such removal shall be without prejedacthe contract rights, if any, of the persomesnoved.

Section 5.4 VACANCIES.A vacancy in any office because of death, remosagqualification o
otherwise, may be filled by the board of directiansthe unexpired portion of the term of such adfic

Section 5.5 THE CHAIRMAN OF THE BOARD. The chairman of the board shall act as the
executive officer of the corporation and shall ptesat all meetings of the stockholders and oflibard of directoi
and exercise such other powers and perform suobsdag the board of directors shall lawfully auiber

Section 5.6 VICE CHAIRMAN OF THE BOARD. In the absence of the chairman of the boarc
vice chairman of the board shall preside at alltmge of the stockholders and of the board of daescand exercis
such other powers and perform such duties as thellmd directors shall lawfully authorize.

Section 5.7 THE PRESIDENTIn the absence of the chairman of the board anel eci@irman of tr
board, the president shall preside at all meetirigbe stockholders and of the board of directblies.or she shall, wi
the secretary, execute all contracts and instrusnghich the board of directors shall lawfully auike. The preside
shall exercise a general supervision and diredfdhe affairs of the corporation.

Section 5.8 EXECUTIVE VICE PRESIDENTS. Each executive vice president shall assist
president as he or she may direct in exercising@@grsupervision and direction of the affairs af ttorporation. An
executive vice president shall, with the secretarghe absence of the president, execute all aotstrand instrumer
which the board of directors shall lawfully autlaei

Section 5.9 THE SECRETARY The secretary shall: (a) keep the minutes of theksiblders’and o
the board of directorgheetings in one or more books provided for thappse; (b) see that all notices are duly g
in accordance with the provisions of these bylawasorequired by law; (c) be custodian of the craj@records; ((
keep a register of the post office address of estobkholder which shall be furnished to the secyetsy sucl
stockholder; (e) have general charge of the st@ister books of the corporation; and (f) in gehgrarform all dutie
incident to the office of secretary and such othgies as from time to time may be assigned tosdezetary by tf
president or by the board of directors.

Section 5.10 THE TREASURERIf required by the board of directors, the treassiell give a bor
for the faithful discharge of his or her dutiessirch sum and with such surety or sureties as thedlad directors she
determine. He or she shall: (a) have charge antbdysf and be responsible for all funds and séesriof the
corporation; receive and give receipts for monigs dnd payable to the corporation from any souttatsoever, ar
deposit all such monies in the name of the corpmrah such banks, trust companies or other depisg as shall |
selected in accordance with the provisions of Agtil of these bylaws; and (b) in general perforino&the dutie:
incident to the office of treasurer and such otthaies as from time to time may be assigned to tirher by th
president or by the board of directc



Section 5.11 OTHER OFFICERS, ASSISTANTS AND BTING OFFICERS. The board c
directors shall have the power to appoint otheicef§ than those specifically named in this Artiakeit may dee
necessary from time to time, and such other oficall have the powers and duties as from timtrte may b
granted or assigned to them by the board of directbhe board of directors shall also have the paweappoin
assistant officers and acting officers to act inhsoapacity and as assistant to any officer, gretdorm the duties
such officer whenever for any reason it is impiadtie for such officer to act personally, and sassistant or actir
officer so appointed by the board of directors Ishale the power to perform all the duties of tiffece to which he c
she is so appointed to be assistant, or as to whiecbr she is so appointed to act, except as saakerpmay b
otherwise defined or restricted by the board odctors.

Section 5.12 SALARIESThe salaries of the officers shall be fixed fromeito time by the board
directors and no officer shall be prevented fromenang such salary by reason of the fact that hehe is also
director of the corporation.

ARTICLE VI
Written Instruments, Loans,
Checks and Deposits

Section 6.1 WRITTEN INSTRUMENTS. Subject always to the specific directions of therdoo
directors, all deeds and mortgages made by theoatipn to which the corporation shall be a pahglsbe execute
in its name by the president or any executive yiesident and attested by the secretary. All otiréten contract
and agreements to which the corporation shall jp&ty shall be executed in its name by the presideany executiv
vice president or such other officer as may begiheded by the board of directors.

Section 6.2 LOANSNo loans shall be contracted on behalf of the cafpmn and no evidences
indebtedness shall be issued in its name unlebs@ed by a resolution of the board of direct@sch authority me
be general or confined to specific instances.

Section 6.3 CHECKS AND DRAFTSAII checks, drafts or other orders for the paymehmoney
notes or other evidences of indebtedness issug¢kdeimame of the corporation, shall be signed by safticer ol
officers, agent or agents of the corporation ansuich manner as shall from time to time be detezthioy resolutio
of the board of directors.

Section 6.4 DEPOSITSAIl funds of the corporation not otherwise employsill be deposited frc
time to time to the credit of the corporation incsubanks, trust companies or other depositorieth@shoard ¢
directors may select.

ARTICLE VII
Certificates for Shares of
Capital Stock and Their Transfer

Section 7.1 CERTIFICATES FOR SHARES OF CAPITA. STOCK. Certificates representing she
of stock of the corporation shall be in such forsmaay be determined by the board of directors. S$edificates she
be signed by the president or any executive viesigent and the secretary or an assistant secrétaapy sucl
certificate is manually countersigned by a tranafgent other than the corporation or its emplogeg,other signatu
on the certificate may be a facsimile. In case @fffiger, transfer agent or registrar who has sigoedhose facsimil
signature has been placed upon such certificaté l&nge ceased to be such officer, transfer agemegistrar befor
such certificate is issued, it may be issued bycitmporation with the same effect as if he or skeeewsuch office
transfer agent or registrar at the date of issulecéktificates for shares of stock shall be comsigely numbered (
otherwise identified. The name of the person tomwtlibe shares represented thereby are issued, lvdthumber ¢
shares and date of issue, shall be entered orothies lof the corporation. All certificates surrereteto the corporatic
for transfer shall be cancelled and no new cedlifis shall be issued until the former certificated like number (
shares shall have been surrendered and cancelleghtehat in case of a lost, destroyed or mutllatertificate a ne



certificate may be issued therefor upon such teantsindemnity to the corporation as the board océatior:
may prescribe.

Section 7.2 TRANSFER OF SHARES OF STOCKTransfers of shares of stock of the corpor:
shall be made on the books of the corporation byhthider of record thereof or by his or her leggresentative, wt
shall furnish proper evidence of authority to tfansor by his or her attorney thereunto authoribgdpower o
attorney duly executed and filed with the secretafythe corporation, and on surrender for candeltabf the
certificate for such shares. The person in whoseenshares of stock stand on the books of the catiparshall b
deemed the owner thereof for all purposes as reghedcorporation.

Section 7.3 TRANSFER AGENTS AND REGISTRARSThe board of directors may appoint on
more transfer agents or assistant transfer agedteme or more registrars of transfers, and mayireall certificate
for shares of stock of the corporation to bearsiigeature of a transfer agent or assistant trargfent and a registi
of transfers. The board of directors may at anyetierminate the appointment of any transfer ageming assista
transfer agent or any registrar of transfers.

ARTICLE VIII
Indemnification

Section 8.1 DIRECTORS AND OFFICERS.

(@) The corporation shall indemnify any person who wass a party or is threatened to be r
party to any threatened, pending or completed @acsait or proceeding, whether civil, criminal, adrstrative o
investigative (other than an action by or in thghtiof the corporation) by reason of the fact thator she is or was
director or officer of the corporation, or is or sveerving at the request of the corporation agecidir or officer ¢
another corporation, partnership, joint venturasttror other enterprise, against expenses (inauditorneys’fees)
judgments, fines and amounts paid in settlementaigtand reasonably incurred by him or her in amtion witt
such action, suit or proceeding if he or she attagbod faith and in a manner he or she reasortadigved to be in «
not opposed to the best interests of the corparatiad, with respect to any criminal action or jexting, had r
reasonable cause to believe his or her conductunksvful. The termination of any action, suit oopeeding b
judgment, order, settlement, conviction, or upgiea ofnolo contenderer its equivalent, shall not, of itself, crea
presumption that the person did not act in gootth fand in a manner which he or she reasonablyvseliéo be in ¢
not opposed to the best interests of the corparatmd, with respect to any criminal action or geding, ha
reasonable cause to believe that his or her congagunlawful.

(b) The corporation shall indemnify any person who wais a party or is threatened to be ma
party to any threatened, pending or completed adrosuit by or irthe right of the corporation to procure a judgr
in its favor by reason of the fact that he or sheriwas a director or officer of the corporationjs or was serving
the request of the corporation as a director aceffof another corporation, partnership, joint tuee, trust or othe
enterprise against expenses (including attornfess) actually and reasonably incurred by him ariheconnectio
with the defense or settlement of such action dr iflhe or she acted in good faith and in a manneror sh
reasonably believed to be in or not opposed td#st interests of the corporation, and exceptribahdemnificatiol
shall be made in respect of any claim, issue otanas to which such person shall have been adjutigbe liable t
the corporation unless and only to the extenttmaiCourt of Chancery of the State of Delawareherdourt in whic
action or suit was brought shall determine uporiegion that, despite the adjudication of lialyillbut in view of al
the circumstances of the case, such person iy fandl reasonably entitled to indemnity for suchesges which tt
Court of Chancery of the State of Delaware or satbler court shall deem proper.

(c) To the extent that any person referred to in paaws (a) and (b) of this Section 8.1 has
successful on the merits or otherwise in defenggfaction, suit or proceeding referred to theogim defense of at
claim, issue or matter therein, he or she shalhbemnified against expenses (including attornégss) actually ar
reasonably incurred by him or her in connectiomeingh.

(d) Any indemnification under paragraphs (a) and (bxhi$ Section 8.1 (unless ordered &
court) shall be made by the corporation only ash@uged in the specific case upon a determinatioa



indemnification of the director or officer is prape the circumstances because he or she has emapgiicabl
standard of conduct set forth in paragraphs (a)(Bpdf this Section 8.1. Such determination shallmade (i) by tr
board of directors by a majority vote of a quoruomsisting of directors who were not parties to saction, suit ¢
proceeding or (ii) if such quorum is not obtainalile even if obtainable a quorum of disinterestedctors so direct
by independent legal counsel in a written opinmm(iii) by the stockholders.

(e) Expenses (including attorneyfges) incurred in defending any civil, criminal naidistrative o
investigative action, suit or proceeding may bedday the corporation in advance of the final dispms of sucl
action, suit or proceeding upon receipt of an utadkémg by or on behalf of such director or offider repay suc
amount if it shall ultimately be determined that dreshe is not entitled to be indemnified by thepooation a
provided in this Section 8.1. Such expenses (inctudttorneysfees) incurred by other employees and agents m
so paid upon such terms and conditions, if anyh@®oard of directors deems appropriate.

() The indemnification and advancement of expensesiged by or granted pursuant to f
Section 8.1 shall not be deemed exclusive of ahgratights to which those seeking indemnificatieradvanceme
of expenses may be entitled under any bylaw, aggagmote of stockholders or disinterested dirextor otherwise
both as to action in his or her official capacitas to action in another capacity while holdingtsoffice.

(9) The corporation shall have power to purchase andtena insurance on behalf of any per
who is or was a director, officer, employee or dgainthe corporation, or is or was serving at tequest of th
corporation as a director, officer, employee orrage another corporation, partnership, joint veaturust or othe
enterprise, against any liability asserted agaistor her and incurred by him or her in any suapacity, or arisin
out of his or her status as such, whether or retctrporation would have the power to indemnify lmher again:
such liability under the provisions of this Sectia.

(h) For purposes of this Section 8.1, references tbetoenterprises” shall include emplo
benefit plans; references to "fines" shall inclade excise taxes assessed on a person with regpantemploye
benefit plan; and references to "serving at theiestjof the corporation” shall include any senase director, office
employee or agent of the corporation which impodases on, or involves services by, such directidficer,
employee, or agent with respect to an employeeftgan, its participants, or beneficiaries; angexson who acte
in good faith and in a manner he or she reasortadigved to be in the interest of the participard beneficiaries
an employee benefit plan shall be deemed to hatedao a manner "not opposed to the best interethe
corporation” as referred to in this Section 8.1.

0] The indemnification and advancement of expensesiged by, or granted pursuant to, -
Section 8.1 shall, unless otherwise provided whehaized or ratified, continue as to a person Wwase ceased to b
director, officer, employee or agent and shall énto the benefit of the heirs, executors and aditmators of such
person.

()] Unless otherwise determined by the board of dirscteeferences in this section to '
corporation” shall not include in addition to thesulting corporation, any constituent corporatiorcl(ding an
constituent of a constituent) absorbed in a codatbn or merger which, if its separate existerae ¢ontinued, wou
have had power and authority to indemnify its dves;, officers, and employees or agents, so thaparson who is «
was a director, officer, employee or agent of scchstituent corporation, or is or was serving at tbquest of sut
constituent corporation as a director, officer, tappe or agent of another corporation, partnergbipt venture, tru:
or other enterprise, shall stand in the same positinder this section with respect to the resultmgsurviving
corporation as he or she would have with respestitt constituent corporation if its separate eris¢ had continue

Section 8.2 EMPLOYEES AND AGENTS.The board of directors may, by resolution, exteine
indemnification provisions of the foregoing Secti®A to any person who was or is a party or isafemreed to be ma
a party to any threatened, pending or completadracuit or proceeding by reason of the fact tleabr she is or w.
an employee or agent of the corporation, or is @s serving at the request of the corporation aangrioyee or age
of another corporation, partnership, joint ventamest or other enterprise.

ARTICLE IX
Fiscal Year



Section 9.1 The fiscal year of the corporation shall end on delser 31 or on such other date as
board of directors may from time to time determyeesolution.

ARTICLE X
Dividends

Section 10.1 The board of directors may from time to time dezlaand the corporation may p
dividends on its outstanding shares of stock inntfa@ner and upon the terms and conditions provigeldw and it
certificate of incorporation.

ARTICLE Xl
Seal

Section 11.1 The corporation shall have a corporate seal whietil e in the form of a circle and st
have inscribed thereon the name of the corporatnmhthe words "Corporate Seal, Delaware.”

ARTICLE XlI
Waiver of Notice

Section 12.1 Whenever any notice whatsoever is required to Bengunder any provision of the
bylaws or of the certificate of incorporation or thie General Corporation Law of the State of Delawva writtel
waiver thereof, signed by the person entitled ticep whether before or after the time stated iheshall be deem:
equivalent to notice. Attendance of a person ateating shall constitute a waiver of notice of snobeting, exce|
when the person attends a meeting for the expregzoge of objecting, at the beginning of the megtito the
transactions of any business because the meetimgtisgawfully called or convened. Neither the besis to b
transacted at, nor the purpose of, any regulapecial meeting of the stockholders or directoramy committee net
be specified in any written waiver of notice.

ARTICLE XIlI
Amendments

Section 13.1 These bylaws may not be altered, amended, changespealed unless such alterat
amendment, change or repeal shall have receivedhdaaffirmative vote of not less than 66 2/3%tttg number ¢
directors as may be fixed from time to time, in thanner prescribed in the certificate of incorporgtby the board «
directors of the corporation, or the written contsainall of such directors; or (b) the affirmativete of the holders
shares having at least 70% of the voting powerllobatstanding capital stock of the corporationitied to vote
thereon.
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Exhibit 10.16

DUBUQUE BANK AND TRUST COMPANY
EXECUTIVE SUPPLEMENTAL LIFE INSURANCE PLAN

Pursuant to due authorization by its Board of Does; the undersigned, DUBUQUE BANK AND TRUST
COMPANY, a corporation located in DUBUQUE, IOWAddionstitute, establish and adopt the followingdtxize
Supplemental Life Insurance Plan (the "Plan"), effe , 20




The purpose of this Plan is to attract, retain, @weard Employees, by dividing the death proceéd®ain
life insurance policies, which are owned by the @any on the lives of the participating Employeethhe
designated beneficiary of each insured particigaEimployee. The Company will pay the life insurapoemiums
from its general assets.

ARTICLE 1
DEFINITIONS

Whenever used in this Plan, the following termdldieae the meanings specified:

1.1 "Beneficiary" means each designated person, or the estatdesfemsed Participant, entitled to benefits, if appn the death of a
Participant.

1.2 "Beneficiary Designation Forfimeans the most recent form accepted by the Ptamidistrator of the Dubuque Bank and Trust
Company Split-Dollar Life Insurance Plan, dated Bimber 13, 2001, unless a Participant completess sigd returns to the Plan
Administrator of the Plan a separate form to desigrone or more Beneficiaries.

1.3 "Board" means the Board of Directors of the Company asiftime to time constituted.

1.4 "Change of Contrdi means:

() The consummation of the acquisition by a persorsas term is defined in Section 13(d) or 14(djhef
Securities Exchange Act of 1934, as amended (t884'Act")) of beneficial ownership (within the
meaning of Rule 13d-3 promulgated under the 1933 é&difty-one percent (51%) or more of the
combined voting power of the then outstanding \g8ecurities of the Company or Heartland Financial
USA, Inc. ("Heartland"), Company’s Parent; or

(i) The individuals who, as of the date hereof, are be¥sof the Board of Directors of the Company or
Heartland (the "Board") cease for any reason tiitoie a majority of the Boards, unless the etegtor
nomination for election by the stockholders, of aeyv director was approved by a vote of a majaity
either Board and such new director shall, for pagsoof this Plan, be considered as a member @reith
Board; or

(i)  Approval by stockholders of the Company or Headlah (1) a merger or consolidation if the
stockholders, immediately before such merger osaclihation, do not, as a result of such merger or
consolidation, own, directly or indirectly, moreathfifty-one percent (51%) of the combined votirogver
of the then outstanding voting securities of thétgmnesulting from such merger or consolidation in
substantially the same proportion as their owngrehthe combined voting power of the voting setiesi
of the Company or Heartland outstanding immediabelipre such merger or Company; or (2) a complete
liquidation or dissolution or a plan for the sateother disposition of all or substantially alltbe assets of
the Company or Heartland.

Notwithstanding the foregoing, a Change of Congtwlll not be deemed to occur solely because-one percent (51%) or more of the
combined voting power of the then outstanding séearof the Company or Heartland are acquired(bya trustee or other fiduciary holding
securities under one or more employee benefit ptaaiatained for employees of the entity; or (2) anyporation which, immediately prior
such acquisition, is owned directly or indirectly the stockholders in the same proportion as theirership of stock immediately prior to
such acquisition.

1.5 "Company' means DUBUQUE BANK AND TRUST COMPANY and any ¢ isubsidiaries (now in existence or hereafter éatror
acquired) that have been selected by the Boardrtipate in the Plan and have adopted the Plansp®nsor.

1.6 "Companys Interest means the benefit set forth in Section 3.2.

1.7 "Compensation means the Participant’s total base annual sabamyus and commissions for the previous twelve {i@jths, at the
earliest of: (i) the date of the Participant’s dedii) the date of the Participant’s Disabilityij)(the Participant’'s Normal Retirement Date; (iv)
the date of the Participant’s Early Retirement;updn Change of Control.




1.8 "Disability " means the Participant’s suffering a sicknessidact or injury which has been determined by trsiiance carrier of any
individual or group disability insurance policy @ing the Participant, or by the Social Securityn#aistration, to be a disability rendering
the Participant totally and permanently disablegot/the request of the Plan Administrator, thei€ipeint must submit proof to the Plan
Administrator of the insurance carrier's or So8alcurity Administration’s determination.

1.9 "Early Retirement means the Participant’s retirement between tles ag fifty-five (55) and sixty-five (65) providetiere are ten
(10) years of continuous service, as defined byHbartland Financial Retirement Plan, providechss@Company.

1.10 "Election to Participat&means the form required by the Plan Administrafoan eligible Employee to indicate acceptance of
participation in this Plan.

1.11 "Employee" means an active employee of the Company.
1.12 "Insured' means the individual Participant whose life istired.
1.13 "Insurer" means the insurance company issuing the liferarsze policy on the life of the Insured.

1.14 "Net Death Proceedsneans the total death proceeds of the Policy sniha cash surrender value.

1.15 "Normal Retirement Agemeans the Participant attaining age 65.

1.16 "Normal Retirement Datemeans the later of the Normal Retirement Ageherdate of Termination of Employment for any
reason other than Termination for Cause.

1.17 "Participant' means an Employee (i) who has been employedégZtmpany for at least three years; (i) who iscted to
participate in the Plan, (iii) who elects to pagate in the Plan, (iv) who signs an Election tetiegate and a Beneficiary Designation Form,
(v) whose signed Election to Participant and Bexefy Designation Form are accepted by the PlaniAidinator, (vi) who commences
participation in the Plan, and (vii) whose Partitipn has not terminated.

1.18 "Participants Interest means the benefit set forth in Section 3.1.

1.19 "Policy " means the individual insurance policy or policiopted by the Plan Administrator for purposemsiiring a Participant’s
life under this Plan.

1.20 "Plan Administratot means the plan administrator described in Artidde

1.21 "Termination of Employmentmeans the termination of Participant’s full-tiservice to the Company before Normal
Retirement Age for reasons other than (i) deathDfsability; (iii) Early Retirement; or (iv) a kve of absence approved by the Company.

1.22 "Termination for Causemeans that the Participant's employment withGbenpany has been or is terminated by the Board for
any of the following reasons:

(@) Gross negligence or gross neglect of duties;
(b) Commission of a felony or of a gross misdanor involving moral turpitude; or

(c) Fraud, disloyalty, dishonesty or willful violatiaf any law or significant Company policy commit
in connection with the Participant's employment eeglilting in an adverse effect on the Company; or

(d) Issuance by the Company’s banking regulators afrdar for removal of the Participant.

ARTICLE 2
PARTICIPATION

2.1 Selection by Plan AdministratoParticipation in the Plan shall be limited toshdEmployees of the Company selected by the
Plan Administrator, in its sole discretion, to peEgate in the Plan.

2.2 Enrollment RequirementsAs a condition to participation, each selectecofiyee shall complete, execute and return to tha Pl
Administrator (i) an Election to Participate, aiiyl § Beneficiary Designation Form. In additionetRlan Administrator shall establish fr




time to time such other enrollment requirement dstermines in its sole discretion are necessary.

2.3 Eligibility; Commencement of Participatiomrovided an Employee selected to participatbénRlan has met all enrollment
requirements set forth in this Plan and requirethieyPlan Administrator, that Employee will becoaBarticipant, be covered by the Plan
will be eligible to receive benefits at the timeddn the manner provided hereunder, subject tgtbeisions of the Plan.

2.4 Termination of ParticipationA Participant’s rights under this Plan shall anidically cease and his or her participation is flian
shall automatically terminate, if any of the follmg events occur: (i) if there is a Termination @ause; (i) if the Participant’'s employment
with the Company is terminated prior to Normal Ratient Age for reasons other than Early Retirem2isgbility (except as set forth in
Section 2.5(b)) or a leave of absence approvetidyompany; or (iii) upon the Participant’s nin#ti€90 th ) birthday. In the event that the
Company decides to maintain the Policy after thei¢dpant’s termination of participation in the Rlghe Company shall be the direct
beneficiary of the entire death proceeds of thécol

2.5 Disability .

€)) Except as otherwise provided in pardgi@p of this Section 2.5, if the Participant’s dayment with
the Company is terminated because of the PartitgBisability, the Company shall maintain the
Policy in full force and effect and, in no everiialh the Company amend, terminate or otherwise
abrogate the Participant’s Interest in the Poldgtwithstanding, the Company may replace the Policy
with a comparable insurance policy to cover theefieprovided under this Plan.

(b) Notwithstanding the provisions of paiggn (a) of this Section 2.5, upon the disabledi¢tpaint’s
gainful employment with an entity other than thex@any, the Company shall have no further
obligation to the disabled Participant, and theldlisd Participant’s rights pursuant to the Plaril sha
cease. In the event the disabled Participant’dgighe terminated hereunder and the Company decide:
to maintain the Policy, the Company shall be thiealibeneficiary of the entire death proceeds ef th
Policy.

2.6 Retirement If the Participant remains in the continuous esypif the Company, upon the Participant’s Earlyifeatent or Normal
Retirement Date, the Company shall maintain thé&Pah full force and effect and in no event sitak Company amend, terminate or
otherwise abrogate the Participant’s Interest @Rblicy. Notwithstanding, the Company may replheePolicy with a comparable insurance
policy to cover the benefit under this Plan.

ARTICLE 3

POLICY OWNERSHIP/INTERESTS

3.1 Participants Interest The Participant, or the Participant’s assignball iave the right to designate the
Beneficiary of an amount of death proceeds equtildédesser of (i) one million dollars ($1,000,000)ii) two (2)
times Compensation less any death proceeds protodbe Participant’s beneficiary or beneficianggler the
Dubuque Bank and Trust Company Split-Dollar Lifsurance Plan, dated November 13, 2001, not to dxbeeNet
Death Proceeds, subject to:

€)) Forfeiture of Participant’s rights upoeriination of Employment;

(b) Forfeiture of Participant’s rights upoarimination for Cause;

(c) Forfeiture of Participant’s rights upoaigful employment following Disability;

(d) Forfeiture of Participant’s rights upateaning age ninety (90);

(e) Termination of the Plan and the corresipoforfeiture of rights for all Participants anyaone

Participant in accordance with Section 9.1 heraof{

() Forfeiture of the Participant’s rightscaimterest hereunder that the Company may reaspnabl
consider necessary to conform with applicable lending the Sarbanes-Oxley Act of 2002).

3.2 Company's Intere:. The Company shall own the Policy and shall haeeright to exercise all incidents of ownershipeptahat the




Company shall not sell, surrender or transfer osfmiprof a Policy so long as a Participant has garast in the Policy as described in Section
3.1. This provision shall not impair the right betCompany, subject to Article 9, to terminate #lmn nor shall it impair the right of the
Company to replace the Policy with a comparablargasce policy to cover the benefit under this Pl&lith respect to each Policy, the
Company shall be the beneficiary of the remainiegth proceeds of the Policy after the Participantsrest is determined according to
Section 3.1.

ARTICLE 4
PREMIUMS

4.1 Premium PaymentThe Company shall pay all premiums due on alicies.

4.2 Economic Benefit The Plan Administrator shall determine the ecoiedrenefit attributable to any Participant basedrenamount o
the current term rate for the Participant's agetiplidd by the aggregate death benefit payabléeédrarticipant's Beneficiary. The "current
term rate" is the minimum amount required to beuted under Internal Revenue Notice 2002-8, or amgaquent applicable authority.

4.3 Imputed Income The Company shall impute the economic benetihéoParticipant on an annual basis, by adding tbe@mic
benefit to the Participant’s W-2, or if applicabfgrm 1099.

ARTICLE 5
BENEFICIARIES

5.1 Beneficiary. Each Participant shall have the right, at anyefito designate a Beneficiary(ies) to receive amefits payable under the
Plan to a beneficiary upon the death of a Partitipbhe Beneficiary designated under this Plan bwathe same as or different from the
Beneficiary designation under any other plan ofGloenpany in which the Participant participates.

5.2 Beneficiary Designation; Change Participant shall designate a Beneficiary bynpteting and signing the Beneficiary
Designation Form, and delivering it to the Plan Aaistrator or its designated agent. The Particigargneficiary designation shall be deel
automatically revoked if the Beneficiary predecsabe Participant or if the Participant names aispas Beneficiary and the marriage is
subsequently dissolved. A Participant shall haeerigpht to change a Beneficiary by completing, sigrand otherwise complying with the
terms of the Beneficiary Designation Form and tleanAdministrator’s rules and procedures, as ipaffrom time to time. Upon the
acceptance by the Plan Administrator of a new Beiaey Designation Form, all Beneficiary designasgreviously filed shall be cancelled.
The Plan Administrator shall be entitled to relytba last Beneficiary Designation Form filed by ferticipant and accepted by the Plan
Administrator prior to the Participant’s death.

5.3 Acknowledgment No designation or change in designation of a Beiaey shall be effective until received, accepaut
acknowledged in writing by the Plan Administratoiits designated agent.

5.4 No Beneficiary Designationif the Participant dies without a valid desigoatdf beneficiary, or if all designated Benefioai
predecease the Participant, then the Participantigving spouse shall be the designated Beneficiithe Participant has no surviving
spouse, the benefits shall be made payable toats®pal representative of the Participant's estate.

5.5 Facility of Payment If the Plan Administrator determines, in its déon, that a benefit is to be paid to a minora feerson declared
incompetent, or to a person incapable of handlegdisposition of that person’s property, the Pddministrator may direct payment of such
benefit to the guardian, legal representative esg@ehaving the care or custody of such minor,nmpetent person or incapable person. The
Plan Administrator may require proof of incompegnminority or guardianship as it may deem appsadprprior to distribution of the bene’
Any payment of a benefit shall be a payment forabeount of the Participant and the Participangadiciary, as the case may be, and shall
be a complete discharge of any liability underfien for such payment amount.

ARTICLE 6

ASSIGNMENT

Any Participant may irrevocably assign without ddesation all or part of such Participant’s Inténesthis
Plan to any person, entity or trust. In the eveRarticipant shall transfer all or part of suchtlegrant’s Interest, then
all or part of that Participant's Interest in tRian shall be vested in his or her transferee, stiatl be substituted as a
party hereunder, and that Participant shall haviuriber interest in this Pla



ARTICLE 7
INSURER
The Insurer shall be bound only by the terms ofiven Policy. Any payments the Insurer makes @ipas it
takes in accordance with a Policy shall fully desae it from all claims, suits and demands of atlspns relating to
that Policy. The Insurer shall not be bound by egrded to have notice of the provisions of this Pldne Insurer shall
have the right to rely on the Plan Administrateepresentations with regard to any definitionsrptetations or
Policy interests as specified under this Plan.

ARTICLE 8

CLAIMS AND REVIEW PROCEDURE

8.1 Claims ProcedureA Participant or Beneficiary ("claimant") who hast received benefits under the Plan that he etbstieves
should be paid shall make a claim for such bena§tillows:

8.1.1 Initiation — Written Claim. The claimant initiates a claim by submitting ke lan Administrator a written claim for the bétsef

8.1.2 Timing of Plan Administrator Responsehe Plan Administrator shall respond to suchnatait within 90 days after receiving
the claim. If the Plan Administrator determinesttbgecial circumstances require additional timepfmcessing the claim, the Plan
Administrator can extend the response period bgdatitional 90 days by notifying the claimant in tivrgj, prior to the end of the initial 9ay
period, that an additional period is required. Tibdce of extension must set forth the specialucitstances and the date by which the Plan
Administrator expects to render its decision.

8.1.3 Notice of Decision If the Plan Administrator denies part or all bétclaim, the Plan Administrator shall notify tHaimant in
writing of such denial. The Plan Administrator shalite the notification in a manner calculatedo® understood by the claimant. The
notification shall set forth:

€)) The specific reasons for the denial;
(b) A reference to the specific provisions of the Rdarnwhich the denial is based;
(c) A description of any additional information or mid@necessary for the claimant to

perfect the claim and an explanation of why iteeded;

(d) An explanation of the Plan’s review procedures tedtime limits applicable to such
procedures; and

(e) A statement of the claimant’s right to bring a cagtion under ERISA Section 502(a)
following an adverse benefit determination on revie

8.2 Review Procedurelf the Plan Administrator denies part or all bétclaim, the claimant shall have the opporturdtya full and fair
review by the Plan Administrator of the denialfalfows:

8.2.1 Initiation — Written RequestTo initiate the review, the claimant, within 68ys after receiving the Plan dministrator’s notie
denial, must file with the Plan Administrator a tien request for review.

8.2.2 Additional Submissions Information AccessThe claimant shall then have the opportunityuiorsit written comments,
documents, records and other information relatinthé claim. The Plan Administrator shall also jdewvthe claimant, upon request and free
of charge, reasonable access to, and copies afp@aliments, records and other information rele{@ntefined in applicable ERISA
regulations) to the claimant’s claim for benefits.

8.2.3 Considerations on Revie. In considering the review, the Plan Administragball take into account all materials and inforior




the claimant submits relating to the claim, withoegard to whether such information was submittecbosidered in the initial benefit
determination.

8.2.4 Timing of Plan Administratds ResponseThe Plan Administrator shall respond in writimgsuch claimant within 60 days
after receiving the request for review. If the Phadministrator determines that special circumstarreguire additional time for processing
claim, the Plan Administrator can extend the respqgreriod by an additional 60 days by notifyingdlemant in writing, prior to the end of
the initial 60-day period, that an additional pdris required. The notice of extension must sehftire special circumstances and the date by
which the Plan Administrator expects to rendedésision.

8.2.5 Notice of Decision The Plan Administrator shall notify the claimamtwvriting of its decision on review. The Plan Admstrator
shall write the notification in a manner calculatede understood by the claimant. The notificasball set forth:

(a) The specific reasons for the denial,

(b) A reference to the specific provisiafishe Plan on which the denial is based;

(c) A statement that the claimant is eaditlo receive, upon request and free of chargepnedole access to,
and copies of, all documents, records and attiermation relevant (as defined in applicable ERIS
regulations) to the claimant’s claim for bergfand

(d) A statement of the claimant’s rightoting a civil action under ERISA Section 502(a).

ARTICLE 9
AMENDMENTS AND TERMINATION
9.1 Amendment or Termination of PlaBxcept as otherwise provided in Sections 2.5,2%and 9.4, the Company has the unilateral

right at any time (i) to amend or terminate thenPkxcept this Plan shall not be amended or teterhaithin twelve (12) months prior to a
Change of Control without the Participant’s writ@msent or (ii) to exercise its right to surrentter Policy.

9.2 Amendment or Termination of Plan Upon Change oft@bnNotwithstanding anything herein to the contréiryhere shoul
be a Change of Control in the Company, then thédijzant’s Interest under this Plan shall be froasrof the date the Change of Control
occurs. Further, the Company shall pay or creaghicle to pay, or cause the successor in intéoastpay any outstanding loans and to pe
Insurer the amount of premium necessary to acquii@l (endow) enough insurance coverage to payRhrticipant’s Interest as then frozen
and the Company’s premium payments under the Pdigsther, as of the date of the Change of Conatbhmounts due to Participant under
this Plan shall be fully vested and shall not bgjestt to subsequent events including, but not &ohiib, the termination of employment of the
Participant.

9.3 Automatic Termination Subject to Sections 3.1, 9.2 and 9.4, participeith this Plan shall automatically terminate uptos
occurrence of any of the following events:

9.3.1 The bankruptcy, receivership or dissoluttdthe Company;

9.3.2 The Participant’s violation of the ternidAaticle 11.

9.4 Disposition of the Policy on Termination of the ®RAuring the Participaig Lifetime. If the Plan is terminated, the
Company shall give notice as set forth below.

9.4.1 Unless the Participaminterest in the Plan is terminated under Se@iaror 9.3 above, for sixty (60) days after theedhe Participal
receives notice from the Company of the terminatibthis Plan during the Participant’s lifetimeetRarticipant shall have the assignable
option to purchase the Policy from the Company. filnehase price for the Policy shall be the greaftéine total amount of the premium
payments made by the Company hereunder or thevahish of the Policy, less any indebtedness sedwydhbe Policy which remains
outstanding as of the date of such terminatioduding interest on such indebtedness. Upon recéiptich amount, the Company shall
transfer all of its rights, title and interest indato the Policy to the Participant or his or hesignee, by the execution and delivery of an
appropriate instrument of transfer.

9.4.2 If the Participant or his or her assigfaéls to exercise such option within such sixty)@@y period, then the Company may enforce
any of its ownership rights under the policy. Tlter, neither the Participant, the Participanssignee nor the assignee’s heirs, assigns or
beneficiaries shall have any further interest id tmthe Policy, either under the terms thereafrader this Plan.

ARTICLE 10

ADMINISTRATION



10.1 Plan Administrator DutiesThis Plan shall be administered by a Plan Adrtriaisr which shall consist of the Board, or such
committee or persons as the Board may choose. Msmb¢he Plan Administrator may be Participantdarrthis Plan. The Plan
Administrator shall also have the discretion antharity to (i) make, amend, interpret and enfort@ppropriate rules and regulations for the
administration of this Plan and (ii) decide or fgecaany and all quéi®ns including interpretations of this Plan, asymgse in connection wit
the Plan.

10.2 Agents. In the administration of this Plan, the Plan Adistirator may employ agents and delegate to them administrative duties
as it sees fit, (including acting through a dulpeipted representative), and may from time to t@omesult with counsel who may be counsel
to the Company.

10.3 Binding Effect of DecisionsThe decision or action of the Plan Administratith respect to any question arising out of or in
connection with the administration, interpretateord application of the Plan and the rules and egiguis promulgated hereunder shall be 1
and conclusive and binding upon all persons haamginterest in the Plan.

10.4 Indemnity of Plan Administratarthe Company shall indemnify and hold harmlesstieenbers of the Plan Administrator
against any and all claims, losses, damages, eapemdiabilities arising from any action or fa#uto act with respect to this Plan, except in
the case of willful misconduct by the Plan Admirasor or any of its members.

10.5 Information. To enable the Plan Administrator to perform itsdtions, the Company shall supply full and timieliprmation to the
Plan Administrator on all matters relating to then@pensation of its Participants, the date and wigtances of the retirement, Disability,
death or Termination of Employment of its Particifsa and such other pertinent information as tla® Rldministrator may reasonably
require.

10.6 Suicide, Misstatement or Frautlhe Company shall not pay any benefit underPtas if the Participant:

10.6.1 Commits suicide within two years (i) aftee date of this Plan or (ii) issuance of the®gpwhichever occurs later;

10.6.2 Has made any material misstatement ¢fofacommitted fraud (as determined by the Insuvarany application for life insurance
benefits provided by the Company under this Plan; o

10.6.3 Should die while engaged in any actigityinder circumstances that are listed as exclasiothe Policy.

ARTICLE 11
NON-COMPETE

11.1  Non-Compete For purposes of this Plan, a Participant mayengiage in any competitive practices or activitppto or after Early
Retirement or Normal Retirement for a period of tyears, in an area within a 50-mile radius of argnbh or location of the Company or
Heartland now or hereafter existing, without thpress written consent of the Company or Heartlandarticipant shall not divulge to any
person, firm or corporation, or use on Participsuietvn behalf, any information, acquired by Paraaipduring Participant’s employment with
the Company or Heartland, concerning the Compartyeartland’s accounts, clients, customers, politgérs, expiration lists or business or
information of any kind whatsoever owned by the @any or Heartland. Furthermore, for purposes &f fian, the Participant shall be
deemed to compete with the Company or Heartlarads Hereinafter provided, the Participant (i) cotapelirectly with the Company or
Heartland; (i) is or becomes financially or bengflly interested in any person and/or business arhwshich competes with the Company;
however, ownership of not more than five perceft)5f any class of securities traded actively awer-counter or through a stock exchange
shall not violate this condition (ii); or (iii) a&tirectly or indirectly, as broker, consultanteag lender, guarantor or salesman for or on behall
of any person or business who or which competds tivé Company or Heartland.

A violation of this section shall cause the Paptgit’s interest in the Plan to be terminated.

ARTICLE 12

MISCELLANEOUS

12.1 Binding Effect. This Plan shall bind each Participant and the @amy, their beneficiaries, survivors, executorspiaistrators and
transferees and any Beneficiary.

12.2 No Guarantee of Employmernithis Plan is not an employment policy or contritaioes not give a Participant the right to
remain an Employee of the Company, nor does itfite with the Company's right to discharge a Bgint. It also does not require




Participant to remain an Employee nor interferénaitParticipant's right to terminate employmerarat time.

12.3 Applicable Law. The Plan and all rights hereunder shall be gaatby and construed according to the laws of taeeSif lowa,
except to the extent preempted by the laws of thieeld States of America.

12.4 Reorganization The Company shall not merge or consolidate imtwith another company, or reorganize, or sell tartglly all

of its assets to another company, firm or persdessnsuch succeeding or continuing company, firppesson agrees to assume and discharge
the obligations of the Company under this Plan. iUfh@ occurrence of such event, the term "Compasyised in this Plan shall be deemed
to refer to the successor or survivor company.

12.5 Notice. Any notice or filing required or permitted to biwen to the Plan Administrator under this Planlidhe sufficient if in writing
and hand-delivered, or sent by registered or ¢edtifnail, to the address below:

Director of Human Resourc:
Heartland Financial USA, In
1398 Central Avenu
Dubuque, 1A 5200:

Such notice shall be deemed given as of the dalelnfery or, if delivery is made by mail, as oéttlate shown on the postmark or the receipt
for registration or certification.

Any notice or filing required or permitted to bevgn to a Participant under this Plan shall be sieffit if in writing and handielivered, or ser
by mail, to the last known address of the Partitipa

12.6 Entire AgreementThis Plan, along with a ParticipasiElection to Participate, Beneficiary Designatimrm and any agreemen
writing between the Company and any Participamstitute the entire agreement between the Compaahyhee Participant as to the subject
matter hereof. No rights are granted to the Paditi under this Plan other than those specificdtyforth herein.

IN WITNESS WHEREOF, the Company executes this Bk&of the date indicated above.

DUBUQUE BANK AND TRUST COMPANY

By

Title

| designate the following as Beneficiary of bersetinder the DUBUQUE BANK AND TRUST COMPANY
Executive Supplemental Life Insurance Plan pay#&dlewing my death.

Primary:

Contingent:

Note: To name a trust as Beneficiary, please provide ¢hname of the trustee(s) and thexactname and



date of the trust agreement.

| understand that | may change these designatioibsrzficiary by filing a new written designatiorithvthe Plan
Administrator. | further understand that the deatgms will be automatically revoked if the Benédiy predeceases
me, or, if | have named my spouse as beneficiadyoam marriage is subsequently dissolved.

Participant Name:

Participant Signature:

Date:

Witness Name:

Witness Signature:

Date:

Acknowledged by the Plan Administrator this day of , 20

By

Title

DUBUQUE BANK AND TRUST COMPANY
Executive Supplemental Life Insurance Plan

ELECTION TO PARTICIPATE



l, sigrdged employee as set forth in Section 2.1ef th
DUBUQUE BANK AND TRUST COMPANY Executive Supplemenhtife Insurance Plan dated

(the "Plan"), heredst & become a Participant of this Plan accortbngectior
2.2 of the Plan. Additionally, | acknowledge thdiave read the Plan document and agree to be Hnyuitslterms.

Executed this day of , 2004.

Printed Name:

Signature:

Date:

Acknowledged by the Plan Administrator this day of , 20

By

Title

Exhibit 10.17

$70,000,000

CREDIT AGREEMENT

among

HEARTLAND FINANCIAL USA, INC.,
as Borrower,

THE NORTHERN TRUST COMPANY,
as Agent,



and the BANKS named herein

Dated as of January 31, 2004

CREDIT AGREEMENT

CREDIT AGREEMENT dated as of January 31, 2004 ambBARTLAND FINANCIAL USA, INC. , ¢
corporation formed under the laws of the State efalyare (the " Borrowet), each of the banks named on
signature pages hereto under the caption "Banksgividually, a " Bank' and, collectively, the " Bank§ and THE
NORTHERN TRUST COMPANY, as agent for the Banks girch capacity, together with its successors in
capacity, the " _Agent). All capitalized terms used herein without dé@fon shall have the meanings set fortt
Section 9.1of this Agreement.

WHEREAS, the Borrower has requested that the AgedtBanks make available to it revolving credin®a
an aggregate amount not exceeding $70,000,000yairaa, and the Agent and Banks are willing to makailable
such revolving credit loans upon the terms and itimmd hereof;

NOW, THEREFORE, the parties hereto agree as follows

SECTION 1. THE LOANS
1.1. Revolving Credit Loans
(@) Each Bank severally agrees, on the terms and duibjé¢lce conditions of this Agreement (incluc

without limitation Section 1.1(c), to make loans to the Borrower during the pefrodh and including the date her
to and including the Revolving Credit Commitmentrmgation Date in an aggregate principal amourtrgtone tim
outstanding up to but not exceeding the amountioi 8anks Commitment as then in effect. Subject to the $eoi
this Agreement, during such period the Borrower rhagrow, repay, and reborrow the amount of the Camant:
from time to time in effect by means of Prime Ratans, Eurodollar Loans and Fed Funds Rate Loadsnam
Convert Loans of one type into Loans of anotheetgp Continue Eurodollar Loans; providétht no more than fiy
(5) Eurodollar Loans may be outstanding from eaahkBat any one time.

(b) Revolving Credit Loans may be borrowed pursuanSéxtion 1.2, upon notice given by tl
Borrower.
(c) Anything in this Agreement to the contrary notwithreding, the Banks shall have no obligatio

make any Loans if, after giving effect thereto, Tiegal Credits would exceed the Total Commitments.

1.2. Revolving Credit Loans Pursuant to NoticEhe Borrower may, subject to the terms and coork
of this Agreement, borrow Revolving Credit Loans rimtice given by any two Authorized Officers to thgent ir
accordance with Section 3.5(alRevolving Credit Loans made pursuant to this i8ect.2on any day shall be in
aggregate amount not less than that specified étidde3.4and shall consist of Loans of the same type. Net khat
1:00 p.m. Chicago time on the date specified fartheborrowing under this Section 1,2each Bank shall ma
available to the Agent at its principal office ihi€ago, Illinois, in immediately available fundsetamount of tr
Loan to be made by it on such date. The amounésaived by the Agent shall, subject to the ternmts@mnditions c
this Agreement, be made promptly available to tler@ver in immediately available funds in accordamath the




instructions of any two Authorized Officers of tBerrower.

1.3. Voluntary Reduction of CommitmentsThe Borrower shall have the right to terminateemtuce th
aggregate amount of the Commitments at any timioon time to time, providedhat: (a) the Borrower shall gi
notice of each such termination or reduction ayided in Section 3.hereof; (b) each partial reduction shall be i
aggregate amount at least equal to $5,000,000reimtieigral multiples of $5,000,000; (c) the Totaimmitments she
not be reduced below the Total Credits then oudstay (d) no such reduction shall cause the Comaeminof an
Bank to be reduced below tleatstanding principal amount of Loans made by d#hk; and () Commitments or
terminated or reduced may not be reinstated.

1.4 Prepayment, Conversions and Continuatiofsbject to Section 4&ereof, the Borrower shall he
the right to prepay the principal of the Loans @iConvert Loans of one type into Loans of anotlipe tor Continu
Eurodollar Loans as such at any time, providesit: (a) the Borrower shall give the Agent notafeeach suc
prepayment, Conversion, or Continuation as provite8ection 3.5hereof; (b) prepayments shall be in a minin
principal amount of $1,000,000 and in integral niplas of $1,000,000; and (c) Eurodollar Loans maypbepaic
Continued, or Converted only on the last day ofraerest Period therefor.

1.5. Interest.

(@) The Borrower promises to pay to the Agent for tbheoant of each Bank interest on the un
principal amount of each Loan made by such BankHerperiod from and including the date of suchriLoa bu
excluding, the date such Loan shall be paid in {dlwhile such Loan is a Prime Rate Loan, forteday at a rate p
annum equal to the Prime Rate as in effect on saghminus 1.00%; (ii) while such Loan is a EurodolLoan, fo
each Interest Period relating thereto, at a rateapaum equal to the LIBOR Rate for such Loan faechsinteres
Period plus 1.15%; and (iii) while such Loan isedF~unds Rate Loan for each day, at a rate pemamoual to th
Fed Funds Rate as in effect on such day plus 1.15%.

(b) Notwithstanding the foregoing, the Borrower willypto the Agent for the account of the B
entitled thereto interest at the P@stfault Rate on (i) any principal of any Loan any(fo the fullest extent permitt
by law) any interest or other amount payable byBbeower hereunder or under any Note which shatlbe paid i
full when due (whether at stated maturity, by aeadlon or otherwise), for each day during the querirom ani
including the due date thereof to but excludingdate the same is paid in full.

(c) Accrued interest shall be payable in (i) in theecaEPrime Rate Loans, monthly in arrears on tki
Business Day of the month, (ii) in the case of Fadds Rate Loans, monthly in arrears on the lastrig#gs Day of tt
month, (iii) in the case of a Eurodollar Loan, be tast day of each Interest Period thereof, andrithe case of a
Loan, upon the payment or prepayment thereof oCibreversion of such Loan to a Loan of another tjqe only or
the principal amount so paid, prepaid, or Conv@rtptbvided, that interest payable at the PBsfault Rate, if an
shall be payable from time to time on demand aner@st on any Loan that is Converted into a Prinaée R.oal
pursuant to Section 4lkreof shall be payable on the date of Converdiahdnly to the extent so Converted).

1.6. Lending Offices. The Loans of each type made by each Bank shatlidse and maintained at s/
Bank’s Applicable Lending Office for Loans of sutgipe.

1.7. Several Obligations; Remedies Independéltie obligations of the Banks under this Agreenase
several and the failure of any Bank to make anynLaa the date specified therefor shall not reliamg other Bank ¢
its obligation to make the Loan to be made by isanh date, but neither any Bank nor the Agent flgatesponsib
for the failure of any other Bank to make any Lo@he amounts payable by the Borrower at any tinreureler an
under the Notes to the Agent and each Bank shall separate and independent debt, and the AgergaidBan
shall be entitled to protect and enforce its rightising out of this Agreement and the Notes, danshall not b
necessary for any other Bank or the Agent to cdriseior be joined as an additional party in, argceedings for suc
purposes.

1.8. Notes. The obligation of the Borrower to pay principdland interest on the Loans made by ¢
Bank hereunder shall be evidenced by a single @msory note of the Borrower payable to such Bansuiostantiall
the form ofExhibit A hereto. The date, amount, and type of each Loarerbp@dach Bank, and the date and amot



each payment made on account of the principal dfesdall be recorded by such Bank on its books pridr
to any transfer of any Note evidencing such Lodd bg it, endorsed by such Bank on the schedubldéd to suc
Note or any continuation therecprovided, however, that any failure to so record shall not affec Borrowers
obligations under this Agreement or the Notes.

1.9. Business Day Paymentsf the due date of any amount payable hereunut f&all on a day, whic
shall not be a Business Day, the due date of sonctuat shall be postponed to the next Business Dexgéafter.

1.10. Extension of Commitments and Replacement of Banks

(@) The Borrower may request an extension of the RewglCredit Commitment Termination Date
submitting a request for extension to the Agent aadh Bank (other than a Bank excluded from sudoe#t a
provided in the last sentence of this Section B)l0(each such request being an " Extension Redest later tha
sixty (60) days prior to the then existing Revotyi@redit Commitment Termination Date. The Agent aadh Ban
receiving such an Extension Request may, in acoccslavith such Extension Request but in the absauate sol
discretion of the Agent and such Bank, agree terektthe Revolving Credit Commitment Termination éDaf
delivering to the Borrower and the Agent an irreatde notice (a " Consent Noti¢gto such effect, which conse
shall specifically refer to this Section 1.48d which shall be given no later than thirty (8@)ys prior to the the
existing Revolving Credit Commitment Terminationt®&the period between the receipt of the Extenblotice an:
the 30-day deadline for response being referreastthe " Consent Peridyl The new Revolving Credit Commitm
Termination Date shall be no more than 364 dayer difte current Revolving Credit Commitment TermimatDate
No Extension Request shall be effective with respe@ Bank (i) that, by a notice (éWithdrawal Notice") to the
Borrower and the Agent during the Consent Periagtlides to consent to such extension or (ii) tregt failed t
respond to the Borrower and the Agent within then€gmt Period or (iii) that was excluded from therrBwer’s
Extension Request (each such Bank giving a Withdravotice or failing to respond in a timely manraarbeing
excluded from the Borrower’s Extension Request dealed a " Withdrawing Ban®. So long as no Default exis
the Borrower may elect to exclude any Bank fronrétguest for extension of the Revolving Credit Tieation Dat:
pursuant to this Section 1.10{@) providing a notice to such effect to the Agemd she Banks.

(b) The Borrower may replace any Withdrawing Bank dgirthe 25-day period (the Replacemel
Period") commencing at the end of the Consent Periodaarding on (and including) the date five days betbe
Revolving Credit Commitment Termination Date thareffect, provided that (i) no Default shall have occurred
be continuing, (i) the Bank being replaced hasnbeaid in full of all its Loans, including principand interest, ar
other amounts due to it hereunder, (iii) the T@ammitments shall remain unchanged following swelacemen
(iv) any such replacement bank assumes all thésrigid obligations of a "Bank” hereunder pursuasiich accessi
documentation as the Agent shall specify pursua@ection 1.10(d) and (v) the Agent shall have consented to
replacement bank, which consent shall not be uaredy withheld.

(© If the Agent does not timely provide a Consent Blotas to an Extension Request, or if there
Withdrawing Bank and the Borrower does not findealacement bank which satisfies all the conditistaged i
Section 1.10(bpy the end of the Replacement Period, the Revol@redit Commitment Termination Date shall
be extended, any Withdrawing Bank shall continubdca Bank hereunder, and its Commitments shallexm the
Revolving Credit Commitment Termination Date asvimed herein without giving effect to any extensitrall of the
Banks and the Agent provide a Consent Notice waedpect to an Extension Request and there is nodvsithnc
Bank, or if all of the Banks (other than any Withding Bank) and the Agent give a Consent Notice aac
Withdrawing Bank is replaced by a replacement bduning the Replacement Period and all the conditistiated i
Section 1.10(b)hall be satisfied with respect to such replacenbamk, then the Revolving Credit Commitnr
Termination Date shall be extended in accordandh thie relevant Extension Request, the Commitmshédl be
extended accordingly, and any Withdrawing Bank Isbaldischarged from its Commitment and any oth#igatior
as a Bank which arises after the date which woalktbeen the Revolving Credit Commitment Termimabate bu
for such extension.

(d) Any replacement bank may become a "Bank" underAgieement by executing and delivering
the Borrower and the Agent an accession agreemdntm and substance satisfactory to the Agenttaadorrowe
and such related documentation as shall be sdbtsyaio form and substance to the Borrower andAbent, pursuai
to which such bank shall assume the rights, pgede duties, and obligations of a "Bank" hereundlgon the



effectiveness of any such accession agreementeatbd documentation, the acceding bank shall bec
"Bank" for all purposes of this Agreement having @ommitments specified in such accession agreement

(e) The Agent shall promptly provide a copy of eacheaswmn agreement to each of the Banks.

() If any Loans shall be outstanding at the time aression agreement becomes effective, the Bori
shall repay such portion of such Loans and borrovegual principal amount of new Loans from the Buaitiich ha
acceded so that after giving effect to such pregayrand borrowing the Loans are held pro rata antio@danks i
accordance with the Commitments. The Banks shakendisbursements among themselves to give effesutt
prepayment and borrowing pursuant to instructioomfthe Agent. The Borrower shall pay accrued egtto the da
of prepayment on any Loans so prepaid, togethdr anly amounts payable as a result of such prepaypoesuant t
Section 4.5, such prepayments being due on the date of sugbapments. Any Eurodollar Loans made by :
acceding Bank shall be (if not made on the first dlthe relevant Interest Period(s) for Eurodollaans hereunde
at such rate(s) per annum as shall be set fottieimccession agreement.

1.11. Repayment. All principal amounts on the Loans shall be pdgabn the Revolving Cre(
Commitment Termination Date, or, if sooner, as et in Section 8.2
SECTION 2. FEES

2.1. Facility Fee. The Borrower shall pay to the Agent for the actaaf each Bank a facility fee on

amount of such Bank’Commitment, for the period from and including tlage of this Agreement to, but not incluc
the earlier of the date such Commitment is terneiadr the Revolving Credit Commitment Terminatioat®) at th
rate per annum of 0.125%. The accrued facilityifeeespect of the Commitments shall be payablerieaas on th
last Business Day of each calendar quarter in gaah beginning with the first of such dates towaifter the date
this Agreement, and on the earlier of the dateGbmmitments are terminated or the Revolving Cr€ditnmitmen
Termination Date.

2.2. Agency Fee The Borrower shall pay to the Agent for the aettonf the Agent such agency fee
shall be set forth in a letter agreement datedliéte of this Agreement between the Agent and theoBe@r.

SECTION 3. THE PAYMENTS; PRO RATA TREATMENT; COMPUTATIONS; ETC

3.1. Payments

€)) Except to the extent otherwise provided hereinpaliments and prepayments of principal, inte
fees and other amounts to be made by the Borromaeruhis Agreement and the Notes shall be mad®oltars, ir
immediately available funds, without deduction-s#f or counterclaim, to the Agent, for the benefithe Agent an
the Banks, at such account as it may specify,atet than 11:00 a.m. Chicago time on the date aohwduch payme
shall become due (each such payment made aftertsneho be deemed to have been made on the neseadin
Business Day).

(b) Each payment received by the Agent under this Agese or any Note for the account of a B
shall be paid promptly to such Bank, in immediatalyailable funds, for the account of such BanRpplicable
Lending Office for the Loan in respect of which Bymayment is made.

3.2. Pro Rata TreatmentExcept to the extent otherwise provided heremitlfe borrowing from tf
Banks of Loans under Section Ih2reof shall be made from the Banks, and the paywfethe facility fee unde
Section 2.1hereof shall be made for the account of the Baakd, each reduction of the Commitments pursue
Section 1.3hereof shall be applied to the Commitments of tleak8, pro rata according to the amounts of
respective Percentages; (b) the making, Conversiad, Continuation of Loans of a particular typehéot thai
Conversions provided for by Section hdreof) shall be pro rata among the Banks accorgirtbe amounts of the
respective Percentages; (c) each payment or prepaywh principal by the Borrower shall be madetfor account «
the Banks pro rata in accordance with the respeatiypaid principal amounts of the Loans held byBheks; an
(d) each payment of interest on Loans by the Boeroshall be made for the account of the Banks pta ir
accordance with the amounts of interest due andlpayo the respective Banl




3.3. Computations Interest and fees shall be computed on the basigear of 360 days and actual ¢
elapsed (including the first day but excluding ldet day) occurring in the period for which payable

3.4. Minimum Amounts. Except for Conversions or prepayments made potdoaSection 4.hereof
each borrowing pursuant to Section 1.2onversion, and prepayment of principal of Loahall be in an amount
least equal to $1,000,000 and in integral multipé&$1,000,000 (prepayments or Conversions of tr loans ¢
different types or, in the case of Eurodollar Loamesving different Interest Periods at the samee timreunder to |
deemed separate Conversions and prepayments foogas of the foregoing, one for each type or IsteReriod)
Anything in this Agreement to the contrary notwidrgding, the aggregate principal amount of Euradolloan:
having the same Interest Period shall be at lepstléo $1,000,000 and if any Eurodollar Loans wiaatherwise be |
a lesser principal amount for any period, such Iscerall be Prime Rate Loans during such period.

3.5. Certain Notices

(@) Notices by the Borrower to the Agent of voluntagductions of the Commitments, borrowir
Conversions, Continuation and prepayments of Loaintype of Loans, and of the duration of Intef@stiods shall k
irrevocable and shall be effective only if receilmdthe Agent not later than 10:00 a.m. Chicag@ton the number
Business Days prior to the date of the relevanaeedn, borrowing, Conversion, Continuation or @gment or th
first day of such Interest Period specified below:

Business
Notice Days Priot
Reduction of Commitmen five

Borrowing or prepayment of, or
Conversions into, Prime Rate Loans or Fed
Funds Rate Loar same da

Borrowing or prepayment of, Conversions
into, Continuations as, or duration of
Interest Period for, Eurodollar Loa three

(b) Each notice of reduction of the Commitments shadicéfy the amount of such reduction. Each n
of borrowing, Conversion, Continuation, or prepayimghall specify the Loans to be borrowed, Conwkr@ontinuec
or prepaid and the amount (subject to Sectiorh8réof) and type of the Loans to be borrowed, Cdade Continue(
or prepaid and the date of Conversion, Continuatomprepayment (which shall be a Business DayyhEaich notic
of the duration of an Interest Period shall spettify Loans to which such Interest Period is toteel@he Agent she
promptly notify the Banks of the contents of easbhsnotice.

(c) In the event that the Borrower fails to selecttipe of Loan or the duration of any Interest Peifn
any Eurodollar Loan within the time period and othiee as provided in this Section 3.5uch Loan (if outstanding
a Eurodollar Loan) will be automatically Converiatb a Prime Rate Loan on the last day of the thanent Intere:
Period for such Loan or will be made as a PrimeeRatan; provided that the Borrower shall continue to have
right to Convert any such Loan on the terms andlitmms of this Agreement.

3.6. Non-Receipt of Funds by the AgentUnless the Agent shall have been notified by akBar the
Borrower (the " Payof) prior to the date on which the Payor is schedul® make a payment to the Agent |
Required Paymen), which notice shall be effective upon receipgttthe Payor does not intend to make the Rec
Payment to the Agent, the Agent may assume thdRégeiired Payment has been made and may in religgraresuc
assumption (but shall not be required to) makeatineunt thereof available to the intended recipgnf such da
and, if the Payor has not in fact made the Requiragment to the Agent, the recipient(s) of suchnpayt shall, o
demand, repay to the Agent the amount so madeaiaitogether with interest thereon in respectasheday durin
the period commencing on the date such amount wasasle available by the Agent until the date themigecovel




such amount at a rate per annum equal to (if tbpient is the Borrower) the Prime Rate for suci, dand (i
the recipient is a Bank) the Fed Funds Rate foh sl&ay as determined by the Agent; and if such rexifs) shall fa
promptly to make such payment, the Agent shall hi&led to recover such amount, on demand, fromRagor
together with interest as aforesaid at the Printe Rbthe Payor is the Borrower) or the Fed FuRdse (if the Payor
a Bank).

3.7. Sharing of Paymentslif any Bank shall obtain payment in any manneatsbever of any princig
of or interest on any Loan or any other amounthigreunder or under the Notes and, as a resultcdf gayment, suc
Bank shall have received a greater percentageeoptincipal or interest or such other amount thee kbereunder
under the Notes by the Borrower to such Bank tlenpercentage received by any other Banks, it gmathptly
purchase from such other Banks participations enLthans made by such other Banks in such amoudtsake suc
other adjustments from time to time as shall bataeble to the end that all the Banks shall shaesli@nefit of suc
excess payment pro rata in accordance with theidimpincipal and/or interest on the Loans held agreof the Bank
To such end all the Banks shall make approprigigsadents among themselves (by the resale of paations sold ¢
otherwise) if such payment is rescinded or mustrotise be restored.

SECTION 4. YIELD, CAPITAL MAINTENANCE AND TAX PROVISIONS

4.1. Additional Costs

€)) The Borrower shall pay directly to each Bank frame to time on demand such amounts as
Bank may determine to be necessary to compensfteany costs which such Bank determines arebatable to it
making or maintaining of any Eurodollar Loans odHeunds Rate Loans or its obligation to make angoéallal
Loans or Fed Funds Rate Loans hereunder, or anyctied in any amount received or receivable by sBelnk
hereunder in respect of any Eurodollar Loans or R&abls Rate Loans or such obligation (such inceesseosts ar
reductions in amounts received or receivable baergin called " Additional Costy, resulting from any Regulatc
Change which:

0] changes the basis of taxation of any amounts payalduch Bank under this Agreement c
Note (other than taxes on the overall net incomsuch Bank or its Applicable Lending Office impod®dthe Unite:
States of America or by the jurisdiction in whialth Bank has its principal office or such Appliahkending Office)

(i) I mposes, modifies, or deems applicable any resepegial deposit, or similar requireme
relating to any extensions of credit or other as®ét or any deposits with or other liabilities sfjch Bank or tf
Commitment of such Bank in respect of Eurodollaah® or Fed Funds Rate Loans; or

(i) i mposes any other condition affecting this Agreenoerits Note (or any of such extensi
of credit or liabilities) or Commitment in respaxdtEurodollar Loans or Fed Funds Rate Loans.

(b) Without limiting the effect of the foregoing prowess of this Section 4.{but without duplication
the Borrower shall pay directly to each Bank fromet to time on demand such amounts as such Bankdetaymin:
to be necessary to compensate such Bank or anprPemtrolling such Bank for any increased costschvhit
determines are attributable to the maintenanceubi 8ank or such Person (or any Applicable Lenddffice) of
capital in respect of such BaskCommitment or Loans as a result of any Regula@irgnge, such compensatiol
include, without limitation, an amount equal to aeguction of the rate of return on assets or gaqfisuch Bank ¢
such Person (or any Applicable Lending Office) tdewel below that which such Bank or such Persanafo,
Applicable Lending Office), taking into account fislicies concerning capital adequacy, could haleexed but fc
such Regulatory Change.

(c) Each Bank will notify the Borrower of any event aagng after the date of this Agreement that
entitle such Bank to compensation under paragrapbr((b) of this Section 4..s promptly as practicable. Toge
with the delivery of such notice, the relevant Bawik furnish to the Borrower a certificate settifgyth the basis ar
amount of each request by such Bank for compemsatider paragraph (a) (b) of this Section 4.1 Determination
and allocations by any Bank for purposes of thistiSe 4.10f the effect of any Regulatory Change, law, retioiig o1
request of any central bank or other monetary aityhand computations of amounts payable set fortie certificat
referred to in the preceding sentence shall be nmadeod faith and shall be conclusive and bindingthe Borrowe



in the absence of manifest error.

4.2, Limitation on Types of LoansAnything herein to the contrary notwithstandirigon or prior to th
determination of any LIBOR Base Rate for any Indéfeeriod for any Eurodollar Loans or determinatdrthe Fe:
Funds Rate for any Fed Funds Rate Loans:

(@) the Agent determines (which determination shakkdeclusive) that quotations of interest rates la
relevant deposits referred to in the definition'lodBOR Base Rate" or "Fed Funds Rate," as the casg be, are n
being provided in the relevant amounts or for #lewant maturities for purposes of determiningltH#OR Base Ral
for such Interest Period or the Fed Funds Ratsuoh day, as the case may be, as provided herein; o

(b) any Bank determines (which determination shall bectusive) and notifies the Agent that
relevant rates of interest referred to in the didin of (i) "LIBOR Base Rate" for such Interestrfeel are not likely t
adequately cover the cost to such Bank of makinghaintaining its Eurodollar Loan for such Inter@griod or (ii
"Fed Funds Rate" are not likely to adequately ctlercost of such Bank of making or maintaining-ésl Funds Ra
Loans;

then with respect to Loans of the affected type,AQgent shall give the Borrower and each Bank pitamofice thereo
and so long as such condition remains in effeet,atfected Banks shall be under no obligation tkemar Continu
Loans of the affected type and the Borrower sh#ilee prepay (on the last day of the current IrdeReriod for an
outstanding Eurodollar Loans) each affected Barikdans of the affected type or Convert (on theé dey of the
current Interest Period for any outstanding Euradoloans) such Loans to a type which are not $ectdd ir
accordance with Section 1hreof.

4.3. lllegality . Notwithstanding any other provision of this Agment, in the event that because of
Regulatory Change it becomes unlawful for any Banks Applicable Lending Office to honor its oldigpon to mak
or maintain Eurodollar Loans or Fed Funds Rate kEp#imen such Bank shall promptly notify the Borrowleereo
(with a copy to the Agent) and such Bamkbligation to make or Continue, or to Converth®ato, the affected ty
of Loans or to make or Convert the affected typeadns shall be suspended until such time as sack Biay agai
make and maintain the affected type of Loans (irciwbase the provisions of Section #Aegteof shall be applicable).

4.4, Treatment of Affected Loans

@) If the obligation of any Bank to make or Continoeto Convert Loans into, Eurodollar Loans or
Funds Rate Loans is suspended pursuant to SecBar 4.3 hereof (such Loans being called " Affected Loans
this Section 4.4, such Bank’s Affected Loans shall be automatyc@lbnverted into Prime Rate Loans on the last de
(s) of the then current Interest Period(s) unlesmer required under the Regulatory Change reféa@dSection 4.
and, unless and until such Bank gives notice asgiged below that the circumstances specified intiSe@.2or 4.2
hereof which gave rise to such Conversion no loegest:

0] to the extent that such BaskAffected Loans have been so Converted, all patgnamn
prepayments of principal which would otherwise peleed to such Bank' Affected Loans shall be applied instea
its Prime Rate Loans; and

(i) all Loans which would otherwise be made or Contihing such Bank as Affected Loans s
be made or Continued instead as Prime Rate Loahslhhoans of such Bank which would otherwise mn@rte(
into Affected Loans shall remain as Prime Rate lsoan

(b) If such Bank gives notice to the Borrower (withapyg to the Agent) that circumstances specifie
Section 4.2r 4.3hereof which gave rise to the Conversion of suchkBaAffected Loans pursuant to tHection 4.
no longer exist (which such Bank agrees to do ptymypon such circumstances ceasing to exist) @tna whet
Affected Loans are outstanding, such BanRrime Rate Loans shall be automatically Convedadhe first day(s)
the next succeeding Interest Period(s) for suchtantling Affected Loans to the extent necessatha after givini
effect thereto, all Affected Loans are held prargts to principal amounts, types and InterestoBs)iin accordan:
with the Commitments.




45, Compensation

(@) The Borrower shall pay to the Agent for the accaninéach Bank, upon the demand of such |
through the Agent, such amount or amounts as $elbufficient (in the reasonable opinion of suchmiBatc
compensate it for any loss, cost or expense which Bank determines are attributable to (i) anynpeyt, prepayme
or Conversion of a Eurodollar Loan made by suchkBan any reason (including, without limitation etlacceleratic
of the Loans pursuant to Sectiorh8reof) on a date other than the last day of agrést Period for such Loan;
(i) any failure by the Borrower for any reasonduding, without limitation, the failure of any dhe condition
precedent specified in SectiorhBreof to be satisfied) to borrow a Eurodollar Lé@am such Bank on the date of
making of such Loan specified as provided in thige®ement.

(b) Without limiting the effect of Section 4.5(asuch compensation shall include an amount equilk
excess, if any, of (i) the amount of interest whatherwise would have accrued on the principal ath@o paic
prepaid or Converted or not borrowed for the peffoch the date of such payment, prepayment, Corers failure
to borrow to the last day of the then current keséPeriod for such Loan (or, in the case of aifaiko borrow, th
Interest Period for such Loan which would have canoed on the date specified for such borrowinghatpplicabl
rate of interest for such Loan over (ii) the insgreomponent of the amount such Bank would haverbite Londol
interbank market for Dollar deposits of leading k&mnn amounts comparable to such principal amouat \&ith
maturities comparable to such period (as reasorgdigrmined by such Bank).

(c) Any Bank requesting compensation pursuant to tleisti&n 4.5shall provide to the Borrower
certificate showing its computation of the amowguested, which shall be conclusive and bindintherBorrower ii
the absence of manifest error.

4.6. Taxes. The Borrower covenants and agrees that:

€)) All payments on account of the principal of ancerest on the Loans and all other amounts pa
by the Borrower under or in respect of this Agreetra the Notes or the letter agreement referreith ®ection 2.
hereof, including amounts payable under paragrapbf this Section 4.6 shall be made free and clear of and wit
reduction by reason of any present or future incostamp and other taxes, levies, deductions, chaege
withholdings whatsoever imposed, assessed, levienblgected by any state, nation or other governalesuthority
(other than taxes on the overall net income of &tk or its Applicable Lending Office imposed Iy tUnited State
of America or the jurisdiction in which such Bankshits principal office or such Applicable Lendi@fice, sucl
excluded taxes being called " Excluded TaXesor any political subdivision or taxing authgrithereof or there
(each, a " Taxing Authority), and interest thereon and penalties with resgiezeto, if any, on or in respect of (i) 1
Agreement, the Notes, the Commitments, the Loantbeletter agreement referred to_in Sectionte@of, (ii) the
registration, notarization or other formalizatidnamy thereof, (iii) any payments of principal,engést, charges, fees
other amounts made on, under or in respect theoedfy) any of the income, profits or revenuestlud Agent, an
Bank or any Applicable Lending Office as a restlth® transactions contemplated hereby other thatuBed Taxe
(collectively, " Taxes"), all of which will be paid by the Borrower, fats own account, prior to the date on wt
penalties attach thereto.

(b) The Borrower will indemnify the Agent and each Badainst, and reimburse the Agent and
Bank on demand for, any Taxes and any loss, ltgbitiaim or expense, including interest, penalaed legal fee
which the Agent or any Bank may incur at any timsiag out of or in connection with any failure thie Borrower t
make any payment of Taxes when due.

(© In the event that the Borrower is required by aggtlle law, decree or regulation to deduc
withhold any Taxes from any amount payable on, urmtein respect of this Agreement or the Noteshw lette
agreement referred to in Section Begreof, the Borrower shall withhold such amount pag it to the relevant Taxii
Authority and shall pay to the Agent or the Banistsadditional amount as may be required, aftehn slecluction ¢
withholding, to enable the Agent or the Banks toeree from the Borrower an amount equal to the datlount state
to be payable under this Agreement or the Notékeotetter agreement referred to in Sectionh2of.

(d) The Borrower shall furnish to the Agent originalaartified copies of tax receipts in respect of
withholding of Taxes required under tiSection 4.€within thirty (30) days after the date of the payrmef interest ¢



other amount in respect of which any withholdingswaquired to be made, and the Borrower shall ptim
furnish to the Agent any other information, documsesind receipts that the Agent may require, irsdatie discretio
from time to time, to establish to its satisfacttbat full and timely payment has been made of ales required to |
paid hereunder.

(e) The covenants and agreements of the Borrower uhdeBection 4.6hall survive the repayment
the Loans and payment of other amounts payableruhdeAgreement, the Notes and the letter agreenederred t
in Section 2.hereof.

() At least five Business Days prior to the first datewhich interest or fees are payable hereund
the account of any Bank, each Bank that is notrpm@ted under the laws of the United States of Agaeor a stai
thereof agrees that it will deliver to each of B&rower and the Agent two duly completed copiedJafted State
Internal Revenue Service Form W-8BEN, W-8ECI or8WAY, certifying in either case that such Bank rgited tc
receive payments under this Agreement and the Nothsut deduction or withholding of any United t&s feder:
income taxes. Each Bank which is so obligated tivelea Form W-8BEN, W-8ECI or VBIMY further undertakes
deliver to each of the Borrower and the Agent taditonal copies of such form (or a successor foompr before tr
date that such form expires or becomes obsoletdter the occurrence of any event requiring a changhe mos
recent form so delivered by it, and such amendmir@i®eto or extensions or renewals thereof as neagedsonab
requested by the Borrower or the Agent, in eacle castifying that such Bank is entitled to recepayments und
this Agreement and the Notes without deduction hivelding of any United States federal income saxaless ¢
event (including without limitation any change redty, law or regulation) has occurred prior to dlaée on which ar
such delivery would otherwise be required whichdess all such forms inapplicable or which wouldvemt suc!
Bank from duly completing and delivering any suomi with respect to it and such Bank advises thedaer an
the Agent that it is not capable of receiving pagteewnithout any deduction or withholding of Unit&tates feder
income tax.

SECTION 5. CONDITIONS PRECEDENT
5.1. Initial Credit Extension The obligation of each Bank to make its initi@dn hereunder is subjec

the receipt by the Agent of the following documeaits&l payments, each of which documents shall hsfaabry tc
the Agent in form and substance:

@) Agreement This Agreement, duly completed and executed.
(b) Notes. The Notes, duly completed and executed.

(c) Borrower Corporate Action The certificate of incorporation (certified byetisecretary of State
Delaware dated no earlier than 30 days prior t® igreement) and bkaws of the Borrower and all corporate ac
taken by the Borrower authorizing this Agreemend @dne Notes and the borrowing by the Borrower hedel
(including the resolutions of the Board of Direstaf the Borrower authorizing the transactions eonglated hereby
in each case, certified by the secretary or asgistcretary of the Borrower.

(d) Borrower Incumbency A certificate of the secretary or assistant gacyeof the Borrower namit
and setting forth the specimen signature of eacthefofficers of the Borrower (i) who is authorizexsign on it
behalf this Agreement or the Notes and (ii) wh@Asan Authorized Officer or (B) who will, until ptaced by anoth
officer or officers duly authorized for that purgo®ct as its representative for the purposesgoirgy documents ai
giving notices and other communications (other timatices required to be given by an Authorized «eifj ir
connection with this Agreement and the transactammtemplated hereby.

(e) Officer's Certificate. A certificate of a senior officer of the Borrowdated the date of the init
Credit Extension to the effect that on and as ehstate: (i) no Default shall have occurred ancdatinuing; an
(ii) the representations and warranties made byBitxeower in_Section fereof are true and correct with the s
force and effect as if made on and as of such date.

() Opinion of Counsel of BorrowerAn opinion of counsel of the Borrower, substditian the form o
Exhibit B hereto.




(9) Approvals . Certified copies of any filings, authorizationgpprovals, licenses, consents
registrations necessary in order for the Borrowesxecute, deliver and perform this Agreement erNbtes.

(h) Fee Letter and PaymentsAn executed copy of the letter agreement refeteeth Section 2.2
payment of any agency fee then due under that laggeeement, and payment of any other fee whithds due ar
payable pursuant to this Agreement.

0] Borrower Good Standing CertificatesA good standing certificate from (i) the BorroneFeder:
Reserve Bank, (i) the Secretary of State of ther®wer's state of incorporation, and (iii) each state imoh the
Borrower is required to be qualified to transacsibass as a foreign corporation, except from tlsdges where tl
failure to so qualify would not have a material abe impact on the consolidated assets, conditigmaspects of tt
Borrower (in each of the foregoing cases, datedarber than 30 days prior to this Agreement).

()] Bank Payoff Letter A payoff letter from each of The Northern Trusir@any and Harris Trust a
Savings Bank addressed to the Borrower and the tAgeform and substance satisfactory to the Agand, otherwis
setting forth the amount necessary to pay off atiderall Indebtedness of the Borrower to such beamdk terminatin
their commitments to lend.

(K) Guaranty Agreements A separate Guaranty Agreement duly completed exetuted by ea
Guarantor.
() Guarantor Corporate ActionThe articles of incorporation (also certified thye Secretary of State

each Guarantor’'s state of organization dated ntieedahan 30 days prior to this Agreement) andldoys of eac
Guarantor and all corporate action taken by eacér&ior authorizing their respective Guaranty Agreet and th
performance of their obligations thereunder (incigdthe resolutions of the Board of Directors otleauarantc
authorizing the transactions contemplated by thespective Guaranty Agreement), in each case,fiedrtby the
secretary or assistant secretary of such Guarantor.

(m) Guarantor IncumbencyA certificate of the secretary or assistant dacyeof each Guarantor nam
and setting forth the specimen signature of ea¢heobfficers of such Guarantor who is authorizedign its Guaran
Agreement on its behalf (the Agent and each Bank enaclusively rely on such certificate until forllyeadvised by
like certificate of any changes therein).

(n) Guarantor Good Standing Certificate& good standing certificate from (i) the Secrgtaf State c
each Guarantos’ state of incorporation, and (iii) each state imiol each Guarantor is required to be qualifie
transact business as a foreign corporation, except those states where the failure to so qualiubt not have
material adverse impact on the consolidated assetslition or prospects of such Guarantor (in ezfctie foregoin
cases, dated no earlier than 30 days prior toAisement).

(0) Opinion of Counsel to GuarantoAn opinion of counsel to each Guarantor in thenfef Exhibit C
attached hereto.

(p) Lien Searches Certified copies of (i) Uniform Commercial Coderlisearch reports certified b
party acceptable to the Agent, dated a date rebBonear to the date of this Agreement, listingediective financin
statements which name the Borrower and each Gueir@amtder their present names and any previous siame unde
the names of any predecessor by merger, consolidati otherwise) as debtor and which are filechim Borrowers
and such Guarantarjurisdiction of organization and where the Boreowr such Guarantor has maintained any |
of business within the last five years, togetheahweziopies of such financing statements and (iigfaband state ti
liens and pending suits and judgment searches sighmBorrower and each Guarantor (under thesgorienames al
any previous names and under the names of anyqasste by merger, consolidation or otherwise) fronsdictions
where the Borrower and such Guarantor is organszefrom where the Borrower or such Guarantor raaistan
principal place of business, each of such searckesfied by a party acceptable to the Agent antbdlaa dat
reasonably near to the date of this Agreement.

(9) Other Document. Such other documents as the Agent or any Bankressonably reques




5.2. Initial and Subsequent Credit Extensiorihe obligation of each Bank to make any Loanl{iding
its initial Loan) and agree to any Continuatior&airodollar Loans or any Conversion of Loans is ecijo the furthe
conditions precedent that, both immediately proostich Credit Extension, Continuation or Conversiad also afte
giving effect thereto: (a) no Default shall havewted and be continuing; and (b) the represemstamd warranti
made by the Borrower in Sectionh@reof shall be true and correct on and as of #te df such Credit Extensic
Continuation or Conversion with the same force affielct as if made on and as of such date. Eachenofiborrowinc
Continuation or Conversion given by the Borrowereluader shall constitute a certification by the mBarer to th
effect set forth in clauses (ahd (b)in the preceding sentence.

SECTION 6. REPRESENTATIONS AND WARRANTIES

To induce the Agent and the Banks to enter inte &greement and make Credit Extensions, the Bom
represents and warrants to the Agent and the Bthaks

6.1. Organization The Borrower and each Subsidiary are existingiamggod standing under the laws
their state of formation, and are duly qualified,good standing and authorized to do business ¢h gaisdictior
where failure to do so might have a material advargact on the consolidated assets, conditiorraspects of tr
Borrower. The Borrower and each Subsidiary haveptiveer and authority to own their properties andaoy on the
businesses as now being conducted.

6.2. Authorization; No Conflict The execution, delivery and performance of thige®ment, the Note
the other Loan Documents to which the Borrower pagy and all related documents and instrumeajsafe withit
the Borrowers powers; (b) have been authorized by all necessamyorate action; (c) have received any an
necessary governmental approval; and (d) do notwahcdot contravene or conflict with any provisiarsf law ol
charter or by-laws of the Borrower or any agreenaéigicting the Borrower or its property.

6.3. Financial Statements The Borrower has supplied copies of the followiingancial or othe
statements to the Agent and each Bank:

(@) The Borrower’s unaudited consolidated financialesteents as of September 30, 2003; and
(b) The Borrower’s audited consolidated financial staats as of December 31, 2002.

Such statements have been furnished to the Agehteaoh Bank, have been prepared in conformity @ifkAP
applied on a basis consistent with that of the gula fiscal year, and fairly present the finan@ahdition of th
Borrower and each Subsidiary as at such dateshenaesults of their operations for the respectimequls then ende
Since the date of those financial statements, nienaf adverse change in the business, condifioyperties, asse
operations, or prospects of the Borrower or anysilidry has occurred. There is no known contingdjability of the
Borrower or any Subsidiary which is known to beamamount in excess of $100,000 (excluding loanncitments
letters of credit, and other contingent liabilitiesurred in the ordinary course of the bankingifess) in excess
insurance for which the insurer has confirmed cagerin writing which is not reflected in such fical statements.

6.4. Taxes. The Borrower and each Subsidiary have filed oised to be filed all federal, state and |
tax returns which, to the knowledge of the Borrowersuch Subsidiary, were required to be filed, hade paid ¢
have caused to be paid all taxes as shown on stigims or on any assessment received by themgtextent th:
such taxes have become due (except for currens tagedelinquent and taxes being contested in daitid and b
appropriate proceedings for which adequate reseinae® been provided on the books of the Borroweitthe
appropriate Subsidiary, and as to which no foreclssale or similar proceedings have been comnignddne
Borrower and each Subsidiary have set up reserbshvare adequate for the payment of additionagdaor year
which have not been audited by the respective uéxoaities.

6.5. Liens. None of the assets of the Borrower or any Suasidire subject to any Lien, except for Li
permitted by Section 7.5(b)

6.6. Adverse Contract.. Neither the Borrower nor any Subsidiary is a ypadd any agreement




instrument or subject to any charter or other caafgorestriction, nor is it subject to any judgmetecree ¢
order of any court or governmental body, which neve a material and adverse effect on the busiessgt:
liabilities, financial condition, operations or lsss prospects of the Borrower and its Subsididaken as a whole
on the ability of the Borrower to perform its oladigons under this Agreement, the Note, the othemLDocuments
which it is a party. Neither the Borrower nor anybSidiary has, nor with reasonable diligence shddde hac
knowledge of or notice that it is in default in therformance, observance or fulfilment of any loé tobligations
covenants or conditions contained in any such ageeg instrument, restriction, judgment, decreerder.

6.7. Regulation U. The Borrower is not engaged principally in, n@one of the Borrowes’ importan
activities, the business of extending credit fa& plurpose of purchasing or carrying "margin stogkhin the meanin
of Regulation U of the Board of Governors of theléml Reserve System as now and from time to tieneihafter i
effect.

6.8. Litigation and Contingent Liabilities No litigation (including derivative actions), aation
proceedings or governmental proceedings are peralirthreatened against the Borrower or any Subgididich
would (singly or in the aggregate), if adverselytedmined, have a material and adverse effect onfittacia
condition, continued operations or prospects ofBberower or such Subsidiary, except as and iffaeh (including
estimates of the dollar amounts involved) on Sclee@iBattached to this Agreement.

6.9. FDIC Insurance The deposits of each Subsidiary Bank of the Borraave insured by the FDIC
the extent permitted by applicable law and no ad bccurred which would adversely affect the statusuct
Subsidiary Bank as an FDIC insured bank.

6.10. Investigations. Neither the Borrower nor any Subsidiary Bank hexeived any notice that it
under investigation by, or is operating under #rictions imposed by or agreed to in connectigh,vany regulator
authority.

6.11. Bank Holding Company The Borrower has complied in all material respeweith all federal, sta
and local laws pertaining to bank holding companiesuding without limitation the Bank Holding Cqrany Act o
1956, as amended, and there are no conditionsdeeter subsequent to its engaging in the busioésseing :
registered bank holding company.

6.12. ERISA.

(@) The Borrower and the ERISA Affiliates and the pdministrator of each Plan have fulfilled in
material respects their respective obligations uitiRISA and the Code with respect to such Plansamdh Plan i
currently in material compliance with the applieblovisions of ERISA and the Code.

(b) With respect to each Plan, there has been noefpottable event” within the meaning of Section ¢
of ERISA and the regulations thereunder which i$ sgbject to the provision for waiver of the 88y notic
requirement to the PBGC,; (ii) failure to make oogperly accrue any contribution which is due to &bgn; (iii) actior
under Section 4041 of ERISA to terminate any PenBilan; (iv) withdrawal from any Pension Plan witfo or mort
contributing sponsors or the termination of anyhs®ension Plan resulting in liability pursuant tectons 4063 (
4064 of ERISA; (v) institution by PBGC of proceegiinto terminate any Pension Plan, or the occurreheay ever
or condition which might constitute grounds und®I&A for the termination of, or the appointmenteaofrustee t
administer, any Pension Plan; (vi) the impositidriiability pursuant to Sections 4062(e), 4069 @12 of ERISA
(vii) complete or partial withdrawal (within the @ma@ng of Sections 4203 and 4205 of ERISA) from Beysion Pla
which is a Multiemployer Plan that is in reorgani@a or insolvency pursuant to Sections 4241 or4@MERISA, o
that it intends to terminate or has terminated urgkxtions 4041A or 4042 of ERISA; (viii) prohildtéransactio
described in Section 406 of ERISA or 4975 of thel€which could give rise to the imposition of angterial fines
penalties, taxes or related charges; (ix) assedfam claim (other than routine claims for bengfagainst any Pl
(other than a Multiemployer Plan) which could reesaly be expected to be successful; (x) receiph ftioe Interne
Revenue Service of notice of the failure of anynR@ qualify under Section 401(a) of the Code,her failure of an
trust forming part of any Plan to fail to qualifprfexemption from taxation under Section 501(ath& Code, |
applicable; or (xi) imposition of a Lien pursuawot $ection 401(a)(29) or 412(n) of the Code or ®ecB802(f) o
ERISA.



6.13. Environmental Laws

(@) The Borrower and each of its Subsidiaries haveiobthall material permits, licenses and o
authorizations which are required under the Envirental Laws and are in compliance in all materapects wit
any applicable Environmental Laws.

(b) On or prior to the date hereof, no notice, demaagilest for information, citation, summons or o
has been issued, no complaint has been filed, naltfyehas been assessed and no investigation iemwréy pending o
to the best of the Borrowerknowledge, threatened by any governmental or &tbeson with respect to any allege
suspected failure by the Borrower or any of its stdilaries to comply in any material respect witly &mvironmente
Laws.

(c) There are no material liens arising under or pursti@a any Environmental Laws on any of
property owned or leased by the Borrower or anysdbubsidiaries.

(d) There are no conditions existing currently or k& exist during the term of this Agreement wi
would subject the Borrower or any of its Subsidiaror any of their property to any material lieaméges, penaltie
injunctive relief or cleanup costs under any Enwvinental Laws or which require or are likely to rigucleanug
removal, remedial action or other responses putgodEnvironmental Laws by the Borrower and its Sdiaries.

6.14. Subsidiaries Attached hereto as Schedule 6i44 correct and complete list of all Subsidiané
the Borrower.

SECTION 7. COVENANTS

The Borrower agrees that, so long as the Commitsnanet in effect and until payment in full of thedns an
all other amounts payable by the Borrower hereumdher under the Notes the Borrower will, and wilusa eac
Subsidiary to comply with the following covenants:

7.1. Existence, Mergers, Etc The Borrower and each Subsidiary shall presenc raaintain the
corporate, partnership or joint venture (as appleg existence, and will not liquidate, dissolve, merge, ¢
consolidate with or into any other entity, or stdhse, transfer or otherwise dispose of all anlzstntial part of the
assets other than in the ordinary course of busiagssiow conducted, except that:

(@) any Subsidiary may merge or consolidate with av the Borrower or any one or more whotlynec
Subsidiaries;
(b) any Subsidiary may sell, lease, transfer or otherwiispose of any of its assets to the Borrow

one or more wholly-owned Subsidiaries;

(c) ULTEA may sell or lease assets to banks other tharSubsidiary Banks in an amount not to ex
50% of its total lease assets;

(d) ULTEA may transfer an interest in accounts or natxeivable on a norecourse or a limite
recourse basis to a special purpose vehicle, pedyvithat the transfer qualifies as a sale under GAA# that the tot
amount of the assets sold does not exceed $300M@he aggregate during the term of this Agresime

(e) the Borrower or any Subsidiary may merge with athepPerson so long as the Borrower or
Subsidiary shall be the surviving Person and naDlebefore or after giving effect to such merdealshave occurre
and be continuing; and

() the Borrower may dissolve any Trust Issuer aftemgi effect to the redemption of all outstanc
Trust Preferred Securities of such Trust Issuerthedepayment in full by the Borrower of the Trustiebtedness
such Trust Issuer, providedhat, such redemption of Trust Preferred Securitiesrapdyment of Trust Indebtedn
is made in compliance with other applicable pransiof this Agreemen




The Borrower and any Subsidiary shall take all stepgbecome and remain duly qualified, in goodditaganc
authorized to do business in each jurisdiction whiailure to do so might have a material adverspach on th
consolidated assets, condition or prospects oBtreower.

7.2. Reports, Certificates and Other Informatiofhe Borrower shall furnish (or cause to be furad) tc
each Bank:
€)) Interim Reports Within forty-five (45) days after the end of each quarter ohderal year of th

Borrower, a copy of an unaudited financial statehwérthe Borrower and its Subsidiaries preparedaonsolidate
basis consistent with the consolidated financialeshents of the Borrower and its Subsidiaries refeto inSectior
6.3above, signed by an Authorized Officer of the Bareo and consisting of at least: (i) a balance sheett the clo:
of such quarter; (ii) a statement of earnings andae and application of funds for such quarterfandhe period fror
the beginning of such fiscal year to the closewtdhsquarter; and (iii) all call reports and otherahcial statemen
required to be delivered by the Borrower and byhe@absidiary Bank to any governmental authorityaothoritie:
having jurisdiction over the Borrower or such Sdimiy Bank and all schedules thereto.

(b) Audit Report. Within ninety (90) days after the end of eacledlsyear of Borrower, a copy of
annual report of Borrower and its Subsidiaries areg on a consolidated basis and in conformity Wi&AP applie(
on a basis consistent with the consolidated fireratatements of Borrower and its Subsidiariesrrefeto inSectior
6.3 above, duly audited by independent certified pubtcountants of recognized standing satisfactompéoAgent
accompanied by an opinion without qualification.

(c) Certificates. Contemporaneously with the furnishing of a copyeach annual report and of e
quarterly statement provided for in this Sectjom certificate dated the date of such annual teposuch quarter
statement and signed by either the President, hef Einancial Officer or the Treasurer of the Buver, to the effe
that no Default has occurred and is continuingjfdhere is any such event, describing it anddteps, if any, beir
taken to cure it, and containing (except in theeaafsthe certificate dated the date of the annegbrt) a computatic
of, and showing compliance with, any financial@air restriction contained in this Agreement.

(d) Certificate as to US Bank Indebtedne¥%ithin five (5) days after the end of each caknguarter,
certificate dated as of the last day of such caemplarter and signed by a senior officer of ULTEArtifying the
outstanding principal of the US Bank Indebtednessuch date.

(e) Reports to SEC Notification of each filing and report made by tBorrower or any Subsidiary w
or to any securities exchange, national quotatermnice or the Securities and Exchange Commissimmptly upot
the filing or making thereof (with copies of sudlnfys and reports promptly provided upon the Agent any Banks
request).

)] Notice of Default, Litigation and ERISA Matterémmediately upon learning of the occurrence of
of the following, written notice describing the sarand the steps being taken by the Borrower or Sudsidiar
affected in respect thereof: (i) the occurrenca @iefault; (ii) the institution of, or any adverdetermination in, ar
litigation, arbitration or governmental proceedimghich is material to the Borrower or any Subsidiaog ¢
consolidated basis; (iii) the occurrence of anyng\described in Section 6.12]pb(iv) the issuance of any cease
desist order, memorandum of understanding, canicsllaf insurance, or proposed disciplinary actioom the
Federal Deposit Insurance Corporation or otherleggry entity; or (v) the receipt by the Borrowerany Subsidiar
Bank of any notice that it is under investigation br is operating under the restrictions imposgdbagreed to |
connection with, any regulatory authority.

(9) Other Information From time to time such other information, finala@r otherwise, concerning 1
Borrower, any Subsidiary or any Guarantor as therA@r any Bank may reasonably request.

7.3. Inspection. The Borrower and each Subsidiary shall permitAgent or any Bank and its agent
any time during normal business hours to inspeair foroperties and to inspect and make copies aif tiooks an
records, except as may be prohibited by any aggédaws. Any such inspection shall be at the Bogids expense
a Default has occurred and is continui



7.4. Financial Requirements

(@) Total Debt to Tier 1 CapitalThe Borrowers total Indebtedness (specifically excluding Indebes
of the Borrower’s Subsidiaries) shall not at amyetiexceed fortfive percent (45%) of its consolidated Tier 1 Cal
( provided that nothing in this paragraph shall permit the rBaer to borrow or incur Indebtedness excef
specifically permitted elsewhere in this Agreement)

(b) Leverage Ratio The Borrower shall maintain a ratio of Tier 1 @alpto average quarterly assets
all nonqualified intangible assets of at least five petd®fo), calculated on a consolidated basis aseatatst day ¢
each fiscal quarter of the Borrower. Each Subsydizank shall maintain a ratio of Tier 1 Capitalateerage quarter
assets less all naqualified intangible assets of at least five petd®o), calculated as at the last day of each |
guarter of such Subsidiary Bank.

(c) Tier 1 Capital Ratio The Borrower shall maintain a ratio of Tier 1 @alpto riskweighted assets
not less than six percent (6%), calculated asealatst day of each fiscal quarter of the Borrovizarch Subsidiary Bai
shall maintain a ratio of Tier 1 Capital to risleighted assets of not less than six percent (6&tgulated as at the |
day of each fiscal quarter of such Subsidiary Bank.

(d) Risk-Based Capital Rati®he Borrower shall maintain a ratio of Total Cabitarisk-weighted asse
of not less than ten percent (10%), calculated &isealast day of each fiscal quarter of the BoenviEach Subsidia
Bank shall maintain a ratio of Total Capital tokriseighted assets of not less than ten percent (1€8gulated as
the last day of each fiscal quarter of such SuasydBank.

(e) Return on Average AssetBorrower. The Borrowers consolidated net income shall be at leas
half percent (0.50%) of its average assets, cdldilas at the last day of each fiscal quarter@Bbrrower for the fot
fiscal quarter period ending on such date.

() Return on Average AssetBBT . The consolidated net income of DBT shall be asiene perce
(1.00%) of its average assets, calculated as dashelay of each fiscal quarter of DBT for therféiscal quarter peric
ending on such date.

(9) Non-performing Assets All assets of all Subsidiary Banks and other &iises classified as "non-
performing” (which shall include all loans in nagerual status, more than ninety (90) days pastiyeincipal o
interest, restructured or renegotiated, or listed'@her restructured" or "other real estate owhexli' the Feder
Deposit Insurance Corporation or other regulatggmay call report shall not exceed at any timeetlrercent (3%) «
all loans of the Borrower and its Subsidiaries @oasolidated basis.

(h) Loan Loss Reserves Ratid he Borrower and each Subsidiary Bank shall ra@mréat all times on
consolidated basis a ratio of loan loss reservemiperforming loans (not including "other real estatened") of nc
less than one hundred percent (100%).

7.5. Indebtedness, Liens And TaxeShe Borrower and each Subsidiary shall:

€)) IndebtednessNot incur, permit to remain outstanding, assuma @ny way become committed
Indebtedness (specifically including but not limditeo Indebtedness in respect of money borrowed ffimgncia
institutions but excluding deposits), except: lixhe case of the Borrower, Indebtedness incureeeumder, and in tl
case of the Guarantors, under their respective &tyarAgreement; (i) Indebtedness existing on tlage dof thi:
Agreement and described on Schedule 7 b¢agof; (iii) Indebtedness of any Subsidiary agsim the ordinary cour:
of the business of such Subsidiary; (iv) in theeca ULTEA, the US Bank Indebtedness outstandinghendat
hereof in the principal amount of $11,418,871.68slthe aggregate amount of all repayments theseafigr the da
of this Agreement; (v) in the case of CFC, Indebt=s under commercial paper issued by CFC whigether witt
any other commercial paper identified on Schedubgaj hereto, shall not exceed an aggregate principauamao
$20,000,000; (vi) in the case of the Borrower, THaslebtedness and Trust Guarantees, and in tleecfaany Trus
Issuer, Trust Preferred Securities, providethat the aggregate of such Trust Indebtedness tfaa related Tru
Guarantees and Trust Preferred Securities) shaxoeed $65,000,000 at any time outstanding; wiidirf the even




any transfer or contribution of accounts receivaifl€)LTEA to a special purpose vehicle in accoraganadth
Section 7.1(d)s deemed to constitute a secured financing, Iredligiss of ULTEA to such special purpose vel
secured by the account receivables and relatetsriggnsferred to such special purpose vehicle (thly " Factore:
Receivables'), provided, that such Indebtedness shall not exceed an aneguatl to $30,000,000 in the aggre:
during the term of this Agreement.

(b) Liens. Not create, suffer or permit to exist any Lieronny of their assets now or hereafter ov
or acquired (specifically including but not limitéadl the capital stock of any of the Subsidiary Bankxcept: (i) Lier
existing on the date of this Agreement and discdam® Schedule 7.5(h)(ii) Liens securing deposits of public fun
repurchase agreements, Federal funds purchaset,assets, advances or loans from a Federal Horae Bank
discount window borrowings from a Federal Resera@kBand other similar Liens granted in the ordinawyrse c
banking business; (iii) Liens of landlords, contaas, laborers or suppliers, tax liens, or liensus@g performance
appeal bonds, or other similar liens or chargesrayiout of the Borrower’s or any Subsidiary’s Imesis, providethai
tax liens are removed before related taxes becagtirqdent and other liens are promptly removedeither cas
unless contested in good faith and by appropriabegqedings, and as to which adequate reserves lshal bee
established and no foreclosure, sale or similacg@dings have commenced; (iv) Liens on the as$etsyoSubsidiar
(other than CFC and ULTEA) arising in the ordinapurse of the business of such Subsidiary; (v) d.i@nfavor o
the Agent for the benefit of the Banks grantedrdfie date hereof; and (vi) in the event any tranef contribution ¢
the Factored Receivables by ULTEA to a special psepvehicle is deemed to constitute a secureddingnLien:
upon the Factored Receivables in favor of suchiappuarpose vehicle in an amount not to exceed®EDO00 in th
aggregate during the term of this Agreement.

(© Taxes. Pay and discharge all taxes, assessments andhgox@al charges or levies imposed L
them, upon their income or profits or upon any prtips belonging to them, prior to the date on Wwipenalties attac
thereto, and all lawful claims for labor, materiatlsd supplies when due, except that no such taesament, char¢
levy or claim need be paid which is being contestedood faith by appropriate proceedings as tocwladequa
reserves shall have been established in accordeititéSAAP, and no foreclosure, sale or similar medings hay
commenced.

(d) Guaranties Not assume, guarantee, endorse or otherwise leeoorbe responsible in any mar
(whether by agreement to purchase any obligat&tosk, assets, goods or services, or to supplgasr br any portic
thereof any funds, assets, goods or services harweise) with respect to the obligation of any otRerson or entit
except: (i) by the endorsement of negotiable ims&nts for deposit or collection in the ordinary is®uof busines
issuance of letters of credit or similar instrunseat documents in the ordinary course of busin@gsas otherwis
permitted by this Agreement; and (iii) DBT may iesal letter of credit for the benefit of the City @fibuque for th
account of the Borrower in an aggregate amounetdrawn not exceeding $500,000, which letter oflicnill secure
the Borrowers obligations to the City of Dubuque under the CDBGonomic Development Loan Program
described on Schedule 7.5}a)

7.6. Investments and LoansNeither the Borrower nor any Subsidiary shall smaky loan, advanc
extension of credit or capital contribution to, purchase or otherwise acquire for a consideratamigences ¢
Indebtedness, capital stock or other securitiengfPerson, except that the Borrower and any Sialogichay:

(@) purchase or otherwise acquire and own stearts money market items (specifically including bot
limited to preferred stock mutual funds);

(b) invest, by way of purchase of securities or camtadtributions, in the Subsidiary Banks or any ¢
bank or banks, and upon the Borrowsgsurchase or other acquisition of fifty percer®%d or more of the stock of a
bank, such bank shall thereupon become a "SubgiBemk" for all purposes under this Agreement;

(© invest, by way of loan, advance, extension of ¢r@ghether in the form of lease, conditional s
agreement, or otherwise), purchase of securitegstal contributions, or otherwise, in Subsidiamgiser than banks
Subsidiary Banks, except that in no event shalBbeower's aggregate investment in CFC and ULTEA exceed
of its Tangible Net Worth;

(d) invest, by way of purchase of securities or camtaltributions, in other Persons so long as b



and after giving effect thereto no Default shalvdéabccurred and be continuing and the investmerin
compliance with the Bank Holding Company Act of #9as amended, and the existing regulations oBtheed o
Governors of the Federal Reserve System relatibbgbd holding companies;

(e) make any investment permitted by applicable govemtal laws and regulations;

)] with respect to DBT, issue a letter of credit foe tbenefit of the City of Dubuque for the purpt
permitted in Section 7.5(dhereof; and

(9) in the case of any Trust Issuer, purchase any Tndagtbtedness and, in the case of the Borr¢

purchase any common securities of any Trust Isgndrissue any Trust Guarantees (in each casecandance wit
the other applicable provisions of this Agreement).

Nothing in this Section 7.8hall prohibit the Borrower or any Subsidiary Bdrikn making loans, advances
other extensions of credit in the ordinary courbanking upon substantially the same terms astdéfere extende
by them in such business or upon such terms asabthg time be customary in the banking business.

7.7. Capital Structure and Dividend#®either the Borrower nor any Subsidiary shallghase or redeel
or obligate itself to purchase or redeem, any shaféts capital stock, of any class, issued andtanding from tim
to time if at the time of such purchase or redeampta Default has occurred and is continuing or wowsul
therefrom. Neither the Borrower nor any Subsidisingll declare or pay any dividend (other than diuds payable
its own common stock or dividends paid to the Baeg or make any other distribution in respect wéhsshares
interest other than to the Borrower, except thath@ Borrower may declare or pay cash dividendsdiders of th
stock of the Borrower in any fiscal year in an amtonuot to exceed 50% of the Borrowseconsolidated net income
the immediately preceding fiscal year; (ii) ArizoBank & Trust may pay the same dividend per shaaeit pays th
Borrower to its minority shareholders; and (iii)leust Issuer may pay distributions on its Trustf€red Securitie
and dividends on its common securities in accoréantth their terms; provided that with respect to all of t
foregoing, no Default exists as of the date of sdetlaration or payment of such dividends or dstions or woul
result therefrom. Except as expressly providedihethe Borrower shall continue to own, directly indirectly, the
same (or greater) percentage of the stock andgraHip, joint venture, or other equity intereseach Subsidiary th
it held on the date of this Agreement, and no Slisi shall issue any additional stock or partngrsieint venture c
other equity interests, options or warrants in eesphereof, or securities convertible into suctuséies or interest
other than to the Borrower.

7.8. Maintenance Of PropertiesThe Borrower and each Subsidiary shall maintamcause to
maintained, in good repair, working order and ctiadj all their properties (whether owned or hefdler lease), ar
from time to time make or cause to be made all e@ethd appropriate repairs, renewals, replacemaahdétions, an
improvements thereto, so that the business caamedh connection therewith may be properly and athgeousl|
conducted at all times.

7.9. Insurance The Borrower and each Subsidiary shall maintaguiance in responsible companie
such amounts and against such risks as is regoyréalw and such other insurance, in such amountag@aghst suc
hazards and liabilities, as is customarily mairgdiby bank holding companies and banks similatiyated. Eac
Subsidiary Bank shall have deposits insured byFDEC.

7.10. Use of Proceeds

(@) General The proceeds of the Loans shall be used by tmeo®er to pay off existing Indebtedness
the date of this Agreement to Northern Trust andisldrust and Savings Bank, for general corpopaigoses and
provide funding for its Subsidiaries. Neither ther®wer nor any Subsidiary shall use or permit prgceeds of tf
Loans to be used, either directly or indirectlyy ftne purpose, whether immediate, incidental ommalte, o
"purchasing or carrying any margin stock” withie ttmeaning of Regulations U or X of the Board of &@mers of th
Federal Reserve System, as amended from time & klmequested by the Agent or any Bank, the Beeroand eac
Subsidiary will furnish to the Agent or such Banktatement in conformity with the requirements etiéral Resen
Form U-L. No part of the proceeds of the Loans will beduse any purpose which violates or is inconsistgith the
provisions of Regulation U or X of the Board of @owors.



(b) Tender Offers and Going Privat&leither the Borrower nor any Subsidiary shall (mepermit to b
used) any proceeds of the Loans to acquire anyigeauany transaction which is subject to Sectidhor 14 of th
Securities Exchange Act of 1934, as amended, oregulations or rulings thereunder.

7.11. Well Capitalized Each Subsidiary Bank shall at all times be &atl&éaell capitalized" as defined
the Federal Deposit Insurance Corporation Improvemet of 1991 and any regulations issued thereyrate suc
statute or regulation may be amended or supplemidéram time to time.

7.12. Compliance with Law The Borrower and each Subsidiary shall be in d@ampe with all laws ar
regulations (whether federal, state or local anétivr statutory, administrative, judicial or othes®) and with evel
lawful governmental order or similar actions (whethdministrative or judicial), specifically incling) but not limite
to all requirements of the Bank Holding Company Att1956, as amended, and with the existing reguiatof the
Board of Governors of the Federal Reserve Systéatirrg to bank holding companies, except wherefdlilare to be
in such compliance would not have a material advergact on the consolidated assets, conditiorraspects of tr
Borrower .

7.13. Obligations Pertaining to Trust Preferred Secwsit@d Trust Indebtednes§he Borrower she
not, and shall not permit any Trust Issuer to, pase, accelerate the maturity date of, prepay deem any Tru
Preferred Securities or any Trust Indebtednesspxbat, the Borrower may prepay Trust Indebtesieesl a Tru:
Issuer may redeem the related Trust Preferred Biesuin accordance with their terms; providethat no Defau
exists as of the date of such prepayment or redempt would result therefrom, and providédther , that afte
giving effect to any such prepayment or redemptairieast $33,000,000 of Trust Indebtedness (amdeiated Tru:
Preferred Securities) remains outstanding in thgrexgate. The Borrower shall continue to own alithed commo
securities of a Trust Issuer while the related TRieferred Securities, Trust Guarantee and Tndtldtedness &
outstanding. A Trust Issuer may redeem its comneauirities after or concurrent with the paymentut of its Trus
Preferred Securities and the related Trust Indeletesland Trust Guarantee.

SECTION 8. EVENTS OF DEFAULT

8.1. Events of Default One or more of the following events shall congtitan event of default hereun
and under the Notes (each, an " Event of Default

@) failure to pay, when and as due, any principakrgst or other amounts payable hereunder or
any Note or the letter agreement referred to ini@e@.2hereof;

(b) any default, event of default, or similar eventlsbacur or continue under any other instrum
document, note, agreement, or guaranty deliveretheoAgent or any Bank in connection with this Agreen
(including, without limitation, under any other Lo®ocument), or any such instrument, document,, r@reement,
guaranty shall not be, or shall cease to be, ee&tnle in accordance with its terms; or

(c) there shall occur any default or event of defauitany event or condition that might become :
with notice or the passage of time or both, or amygilar event, or any event that requires the pyemat o
Indebtedness or the acceleration of the maturigyetbf, under the terms of any evidence of Indeldsslror othe
agreement issued or assumed or entered into bgdirewer, any Subsidiary or any Guarantor, or urilerterms ¢
any indenture, agreement, or instrument under waighsuch evidence of Indebtedness or other agraemessuec
assumed, secured, or guaranteed, and such evérdastianue beyond any applicable period of graure;

(d) any representation, warranty, schedule, certifidatancial statement, report, notice, or othertiwg
furnished by or on behalf of the Borrower, any Sdilasy or any Guarantor to the Agent or any BanKailse o
misleading in any material respect on the date ash the facts therein set forth are statedestifted; or

(e) any guaranty of or pledge of collateral security fbe Loans shall be repudiated or bec
unenforceable or incapable of performance; or

() the Borrower or any Subsidiary shall fail to compWth Sections 7.lor 7.4 hereof; or failure t




comply with or perform any agreement or covenarthefBorrower or any Subsidiary contained hereinich
failure does not otherwise constitute an Event efallt, and such failure shall continue unremeddeden (10) day
after notice thereof to the Borrower by the Agemaiy Bank; or

(9) any Guarantor shall dissolve, liquidate, merge sobdate, or cease to be in existence for any n
except as permitted under Section ffeteof; or

(h) a Change in Control shall have occurred with ressfmethe Borrower or any Guarantor; or

0] any proceeding (judicial or administrative) shadl@dbmmenced against the Borrower, any Subsi
or any Guarantor, or with respect to any assete@Borrower, any Subsidiary or any Guarantor wlsbkhll threate
to have a material and adverse effect on the assatslition or prospects of the Borrower, any Sdiasy or an'
Guarantor; or final judgment(s) and/or settlemgnit{san aggregate amount in excess of FIVE MILLIQNITED
STATES DOLLARS ($5,000,000) in excess of insurafarewhich the insurer has confirmed coverage iningi ¢
copy of which writing has been furnished to Bankals be entered or agreed to in any suit or actiommence
against the Borrower, any Subsidiary or any Guaraot

()] the Borrower, any Subsidiary or any Guarantor sipaht or any Person (other than the Agent fo
benefit of the Banks) shall obtain a security iegrin any assets of the Borrower, any Subsidiargny Guarantc
other than as permitted under Section 7.5@¥of; the Borrower, any Subsidiary or any Guamaat any other pers:
shall perfect (or attempt to perfect) such a ségimterest; or any notice of a federal tax liemiagt the Borrower, ai
Subsidiary or any Guarantor shall be filed with @uoplic recorder; or

(k) the FDIC or other regulatory entity shall issueagree to enter into a letter agreement, memora
of understanding, or a cease and desist order avilgainst the Borrower or any Subsidiary; or tidT or othe
regulatory entity shall issue or enter into an agrent, order, or take any similar action with caiagt the Borrower «
any Subsidiary materially adverse to the businesgperation of the Borrower or any Subsidiary; or

)] an event or condition specified in Section 6.1Zball occur or exist with respect to any Pla
Multiemployer Plan, and if as a result of such éwancondition, together with all other such evemtsonditions, th
Borrower or any ERISA Affiliate shall incur, or, ithe opinion of the Majority Banks, shall be reasulg likely tc
incur, a liability to a Plan, a Multiemployer Plan the PBGC (or any combination of the foregoindpicik is, in the
determination of the Majority Banks, material itateon to the consolidated financial condition, imess, operations
prospects taken as a whole of the Borrower an8lutssidiaries; or

(m) any bankruptcy, insolvency, reorganization, arramgeat, readjustment, liquidation, dissolution
similar proceeding, domestic or foreign, is inggtiby or against the Borrower, any Subsidiaryror @uarantor; ¢
the Borrower, any Subsidiary or any Guarantor siaéakk any steps toward, or to authorize, such egading; or

(n) the Borrower, any Subsidiary or any Guarantor shattome insolvent, generally shall fail or
unable to pay its debts as they mature, shall ammitriting its inability to pay its debts as theyature, shall make
general assignment for the benefit of its credjtetgll enter into any composition or similar agneat, or sha
suspend the transaction of all or a substantidlgoof its usual business.

8.2. Remedies Upon the occurrence of any Event of Default sethfin subsections (ahrough (I)of
Section 8.1and during the continuance thereof, the Agent, equest of the Majority Banks, shall declare
Commitments to be terminated and/or declare thend@ad any other amounts payable hereunder and thedBote
to the Agent and the Banks to be immediately dug payable, whereupon the Commitments shall be viatt
terminated and/or the Loans and any other amowaytaljpe hereunder and under the Notes shall fotthimatome du
and payable. Upon the occurrence of any Event ddbieset forth in subsections (rthrough_(n)of Section 8.1, the
Commitments shall be immediately and automatictdiyninated and the Loans and any other amounts oovéuk
Agent and the Banks hereunder and under the Nbtklse immediately and automatically due and plyabthou
action of any kind on the part of Agent or any Bahke Borrower expressly waives diligence, presemntindemant
notice, or protest of any kind in connection hetbwi

SECTION 9. DEFINITIONS AND ACCOUNTING



9.1. Defined Terms. As used herein, the following terms shall have tbllowing meanings (terr
defined in this Section 9.dr in other provisions of this Agreement in thegsilar to have correlative meanings w
used in the plural and vice versa):

" Agreement’ means this Credit Agreement, as amended, modibiedupplemented from time to time.

" Applicable Lending Officé' shall mean, for each Bank and for each type @i, dhe lending office of su
Bank designated for such type of Loan on Schediieré&to or such other office of such Bank as suatkBaay fron
time to time specify to the Agent and the Borrowsrthe office by which its Loans of such type arde¢ made ar
maintained.

" Authorized Officer" shall mean, with respect to the giving of a netaf borrowing pursuant to Section 1.2
each of the Persons named on Schedued any other Person identified in a notice frofeason who is then
Authorized Officer to the Agent as being an "Auiked Officer." Any "Authorized Officer" shall cease be such
any time that a Person who is an Authorized Offigleall provide notice to the Agent that the namedhArizec
Officer has ceased to be an Authorized Officeryvjgted , that the Agent shall be fully protected in acogptanc
acting on borrowing notices or other notices framy erson who is an Authorized Officer prior touattreceipt ¢
notice of such cessation and such notices shall thie Borrower.

Business Day shall mean any day on which commercial bankshateauthorized or required by law to cl
in Chicago, lllinois, and, if such day relates t@€Canversion, notice, payment, or other transactionespect of
Eurodollar Loan or the first or last day of an hett Period, a day which is also a day on whicHimgsin Dollal
deposits are carried out in the London interbankketa

" Capital Lease Obligatiorisshall mean, as to any Person, the obligatiorsioh Person which are require:
be accounted for as capital leases on a balane¢ shseuch Person under GAAP and, for purposekisfAgreemen
the amount of such obligations shall be the capédlamount thereof determined in accordance wAAR:

" CFC" shall mean Citizens Finance Co., an lowa corpamedand any successor thereof.

" Change in Controf shall mean, with respect to any Person, the adgqn by any Person or two or m
Persons acting in concert of beneficial ownershiph{n the meaning of Rule 138-of the Securities and Exchal
Commission under the Securities Exchange Act 04188 amended) of 20% or more of the voting stockumft
Person.

" Code" shall mean the Internal Revenue Code of 1986randed from time to time.

" Commitment' shall mean, as to each Bank, the obligation chdBank to make Loans to the Borrower ui
this Agreement in an aggregate amount not at ang éxceeding the amount set forth opposite the rdrsech Ban
in the "Commitment" column in_Scheduleot, where the context so requires, the amount ol @bligation, as tt
same may be reduced from time to time pursuantetcti® 1.3or increased pursuant to Section 1.11 Total
Commitments' shall mean the aggregate amount of the Commitsnefrall the Banks.

" Continue," " Continuation,” and " Continued shall refer to the continuation pursuant to Settl.4hereo
of a Eurodollar Loan as a Eurodollar Loan from arterest Period to the next Interest Period.

" Convert," " Conversion" and " Converted shall refer to a conversion pursuant to Sectignhtreof o
Loans of one type into Loans of another type.

" Credit Extensiori shall mean the making of any Loan.

" DBT " shall mean Dubuque Bank & Trust, an lowa state&band any successor thereof.

" Default" shall mean an Event of Default or an event thigh wotice or lapse of time or both would bect
an Event of Defauli



" Dollars" and " $" shall mean lawful money of the United States aiekica.

" Environmental Law$ shall mean all federal, state, and local lawsluding statutes, regulations, ordinan
codes, rules, and other governmental restrictiosraquirements, relating to the release or digghaf air pollutant:
water pollutants, or process waste water or otlsswelating to the environment or hazardous substaor th
treatment, processing, storage, disposal, reléasesport, or other handling thereof, includingt bat limited to, th
federal Solid Waste Disposal Act, the federal Cléan Act, the federal Clean Water Act, the fedeR#sourc
Conservation and Recovery Act, the federal Hazasddlaterials Transportation Act, the federal Compredive
Environmental Response, Compensation, and LiabAitg of 1980, the federal Toxic Substances Con#ot,
regulations of the Nuclear Regulatory Agency, aegutations of any state department of natural nressuor sta
environmental protection agency, in each case wson@t any time hereafter in effect.

" ERISA" shall mean the Employee Retirement Income SegcAxt of 1974, as amended from time to time.

" ERISA Affiliate " shall mean any corporation or trade or businbas is a member of the same contrc
group of corporations (within the meaning of Sat#d 4(b) of the Code) as the Borrower or is undenmon contrc
(within the meaning of Section 414(c) of the Codél the Borrower.

" Eurodollar Loans' shall mean Loans the interest rates on whichdatermined on the basis of rates refe
to in the definition of "LIBOR Rate."

" Event of Default' shall have the meaning attributed thereto iniSed@ hereof.
" EDIC " shall mean the Federal Deposit Insurance Corjporaind any successor thereof.

" Fed Funds Rate Loarisshall mean Loans the interest rates on whichdatermined on the basis of re
referred to in the definition of "Fed Funds Rate."

" Fed Funds Raté shall mean the weighted average of the ratesvenngght federal funds transactions v
members of the Federal Reserve System arrangeebtlbyal funds brokers. The Fed Funds Rate shalétegrdined b
the Agent on the basis of reports by federal fumd&ers to, and published daily by, the FederakResBank of Ney
York in the Composite Closing Quotations for U.Sv&rnment Securities. If such publication is unkde or th
Fed Funds Rate is not set forth therein, the Fewd&WRate shall be determined on the basis of amgr atourc
reasonably selected by the Agent. The Fed Funds &ailicable each day shall be the Fed Funds Ratated &
applicable to federal funds transactions on th&t.da the case of Saturday, Sunday, or legal hylithe Fed Fun:
Rate shall be the rate applicable to federal funalssactions on the immediately preceding day fbiciv the Fe
Funds Rate is reported.

" GAAP " shall mean generally accepted accounting priesipls in effect from time to time.

" Guarantee' shall mean (a) a guarantee, an endorsement, tngent agreement to purchase or to fur
funds for the payment or maintenance of, or oth&wo be or become contingently liable under oh wespect to, tt
Indebtedness, other obligations, net worth, worldagital, or earnings of any Person, (b) a guaeaoféhe payme
of dividends or other distributions upon the stamkother equity interests of any Person, or (c)agreement i
purchase, sell, or lease (as lessee or lessorgpyopr services primarily for the purpose of eirapl debtor to mal
payment of such debt@’obligations or to assure a creditor against lmsdyding causing a bank or other finan
institution to issue a letter of credit or othemsar instrument for the benefit of another Persbat excludin
endorsements for collection or deposit in the adircourse of business. The terms " Guarahteed " Guaranteet
shall have correlative meanings.

" Guarantor' shall mean ULTEA and CFC, jointly and severally.

" Guaranty Agreemerit means a guaranty agreement in the form of Exitttached hereto, to be exect
by each Guarantor.




" Indebtednes$ shall mean, as to any Person: (a) obligationaterk issued, or incurred by such Persc
respect of deposits taken or for borrowed moneyetidr by loan or by the issuance and sale of watifs of depos
or debt securities or the sale of property to amotPerson subject to an understanding, contingeoth@rwise, t
repurchase such property from such Person); (byatidns of such Person to pay the deferred puecbascquisitio
price of property or services, other than tradevants payable (other than for borrowed money) regign the ordinar
course of business; (c) obligations of others satuny a Lien on the property of such Person, whebhenot the
respective obligations so secured have been assoyr&ech Person; (d) obligations of such Persarespect of lette
of credit or similar instruments issued or accepdigdbanks and other financial institutions for #eount of suc
Person; (e) Capital Lease Obligations of such Peimad (f) Indebtedness of others Guaranteed dy Becson.

" Interest Period shall mean, with respect to any Eurodollar Loa&ach period commencing on the date
Eurodollar Loan is made or Converted from a Prina¢eR_oan or a Fed Funds Rate Loan or the last ti#tyeonex
preceding Interest Period for such Eurodollar L@aa ending on the numerically corresponding dayhm first
second, or third calendar month thereafter, asBbgower may select, except that each InterestoBewnhict
commences on the last Business Day of a calendaithm@r on any day for which there is no numery
corresponding day in the appropriate subsequeahdal month) shall end on the last Business Ddlgeoappropriat
subsequent calendar month; providdtiat each Interest Period which would otherwisé en a day which is noi
Business Day shall end on the next succeeding BssiDay or, if such next succeeding Business Dbsyifathe nex
succeeding calendar month, on the next precedisgnBss Day.

" Investment” in any Person shall mean: (a) the acquisitioncapital stock, bonds, notes, debentt
partnership, or other ownership interests, otheurstges, or Indebtedness of such Person; (b) amppsit with, or loa
or other extension of credit to, such Person; ) Guarantee of Indebtedness or other liabilitiesuzh Person; ai
(d) any amount committed to be lent to such Person.

" LIBOR Base Raté shall mean, with respect to any Eurodollar Loembe made or Converted from a Pr
Rate Loan or a Fed Funds Rate Loan on any daynfotrderest Period therefor, the rate per annumn@ded upward
if necessary, to the nearest 1/16 of 1%) quotethbyReference Bank at approximately 11:00 a.m. bartane on th
date two Business Days prior to the first day affslnterest Period for the offering by the RefeeeBank to leadin
banks in the London interbank market of Dollar d8fsohaving a term comparable to such InteresbBend in a
amount comparable to the principal amount of theolollar Loans to be made or Converted on suchfdaguct
Interest Period. If the Reference Bank does noglyirfurnish such information for determination ofyaLIBOR Bas:
Rate, the "LIBOR Base Rate" shall mean with respeeiny Eurodollar Loans for any Interest Pericgréifor, the rat
per annum (rounded upwards, if necessary, to tlaeest 1/16 of 1%) which is the British Bankers Asaton’s
interest settlement rate published on the Dow Jdmdsrate Screen at approximately 11:00 a.m. Lortdoa on th
date two Business Days prior to the first day afhsinterest Period as the rate in the London iatekbmarket fc
Dollar deposits having a term comparable to sutérést Period and in an amount comparable to tineipal amour
of the Eurodollar Loans to be outstanding for sintbrest Period.

" LIBOR Rate" shall mean, for any Eurodollar Loan for any letgrPeriod therefor, a rate per annum (rou
upwards, if necessary, to the nearest 1/100 ofdé®rmined by the Agent to be equal to (x) the LIlBBase Rate fi
such Loan for such Interest Period divided by @ temainder of 1 minus the Reserve Requiremergucin Loan fc
such Interest Period.

" Lien " shall mean, with respect to any property of aeysBn, any mortgage, lien, pledge, charge, se
interest, or encumbrance of any kind in respectetife including the interest of a vendor or lessmder an
conditional sale, security lease, or other titleméon agreement with respect to any property msed, leased,
otherwise held by such Person.

" Loan" shall mean each portion of any Revolving Credith made by a Bank pursuant to Sectiontia? is
subject to a particular interest rate election (andhe case of Eurodollar Loans, a particulaeldest Period) and a
portion of any thereof that the Borrower has el@dtebe subject to a particular interest rate gadfand, in the ca:
of Eurodollar Loans, a particular Interest Perioddler Section 1.4

" Loan Documents shall mean collectively this Agreement, the Notd® Guaranty Agreements, the le
agreement referred to iSection 2.20f this Agreement and any and all other documemls/@ed in connectic




herewith and therewith.

" Majority Banks" shall mean at any time Banks holding at least Sif%he unpaid principal amount of -
Loans; provided that if no Loan is then outstanding, "Majority rka" shall mean Banks having at least 51% o
Total Commitments.

" Margin Stock" shall mean margin stock within the meaning of iRatjons U and X.

" Multiemployer Plan® shall mean a multiemployer plan defined as sucBection 3(37) of ERISA to whi
contributions have been made by the Borrower orEERWSA Affiliate and which is covered by Title IM &RISA.

" N on-performing loans shall have the meaning attributed thereto iniSact.4(qg).

" Northern Trust' shall mean The Northern Trust Company, an llkstate bank.

" Notes" shall mean the promissory notes provided for bgtidn 1.8hereof.

" PBGC" shall mean the Pension Benefit Guaranty Corpamatir any entity succeeding to any or all o
functions under ERISA.

" Percentag€e shall mean, as to any Bank at any time, the p¢acee equivalent (expressed as a dec
rounded to the ninth decimal place) at such timsuch Bank’s Commitment divided by the Total Conmeints.

" Pension Plart means any Plan which is a "defined benefit plaithin the meaning of Section 3(35)
ERISA.

" Person" shall mean any individual, corporation, compalmpited liability company, voluntary associati
partnership, trust, estate, unincorporated orgénizaor government (or any agency, instrumentaldy politica
subdivision thereof).

" Plan" shall mean an "employee pension benefit planhiwithe meaning of Section 3(2) of ERISA other -
a Multiemployer Plan.

" PostDefault Rate" shall mean a rate per annum equal to 2% abov®@tinee Rate as in effect from time

time.

" Prime Rate€' shall mean on any day the prime rate establisghyeNorthern Trust and in effect on such «
Each change in the Prime Rate shall be effectm fthe date of the announcement by Northern Truatahange i
its prime rate. Neither the Prime Rate nor the priate of Northern Trust is intended to constithe lowest rate «
interest charged by Northern Trust or any Bank.

" Prime Rate Loan$ shall mean Loans the interest rates on whichdatermined on the basis of the Pr

Rate.

" Regulations D, U, and Xshall mean, respectively, Regulations D, U, anaf ¥he Board of Governors of
Federal Reserve System (or any successor), aaremay be amended or supplemented from time & tim

" Reference Bank shall mean Northern Trust.

" Regulatory Changéshall mean any change after the date of this &gent in federal, state, or foreign lav
regulations (including, without limitation, Regutat D) or the adoption, modification, or makingeafsuch date
any interpretation, guideline, directive, or redusgsplying to a Bank (whether or not having thecéof law) by an
court or governmental, regulatory, or monetary ariti.

" Reserve Requiremehtshall mean, (a) for any Interest Period for anydelollar Loan, the sum (expresse:
a decimal) of the average maximum rate at whiclerves (including any marginal, supplemental, or rgyaecy




reserves) are required to be maintained during biuehest Period under Regulation D by member bakise
Federal Reserve System against "Eurocurrency itiabll and (b) for any Fed Funds Rate Loan or Eollad Loan
any other reserves required to be maintained bl suember banks by reason of any Regulatory Chaggmst (i
any category of liabilities that includes depo$iysreference to which the Fed Funds Rate or th€ORBBase Rate
to be determined or (ii) any category of extensiohsredit or other assets that includes a Fed &UrRate Loan or
Eurodollar Loan.

" Revolving Credit Commitment Termination Dateshall mean January 30, 2005, as such date m
extended pursuant to Section 1.10

" Revolving Credit Loari shall mean Loans made on or before the Revol@regit Commitment Terminatic
Date pursuant to Section 1.2

Subsidiary" shall mean any corporation, partnership, joimituee, trust, or other legal entity of which
Borrower owns directly or indirectly fifty perce(@0%) or more of the outstanding voting stock aerest, or of whic
the Borrower has effective control, by contracotirerwise. The term Subsidiary includes each SidrgidBank unles
stated otherwise explicitly.

" Subsidiary Bank' shall mean each Subsidiary which is a bank ohrdt tinstitution, including, withot
limitation, DBT, Galena State Bank and Trust CompahRirst Community Bank, Riverside Community Be
Wisconsin Community Bank, Arizona Bank & Trust xew Mexico Bank & Trust.

" Tangible Net Worth" shall mean at any date the total shareholdegsiity in the Borrower at such d
(including all classes of capital stock, capitalptus, additional paidh capital, retained earnings, contingencies,
capital reserves), minuhe cost of common stock reacquired by the Borroama other capital accounts of
Borrower at such date, mingsodwill, patents, trademarks, service marks, tramaes, copyrights, and all intang
assets (including without limitation "codeposit intangibles” and unidentifiable intangiblessulting fron
acquisitions) and all items that are treated amnmible assets under GAAP or that otherwise fihivithe definition ¢
"intangible assets" in the instructions for thd ogport of the FDIC.

" Tier 1 Capital' means, at any time, for any Person, Tier 1 Chmtadefined from time to time by the Bo
of Governors of the Federal Reserve System or @iyelicable governmental authority.

" Total Credits’ shall mean at any time the sum of the aggregatigtanding principal amount of Loans.
" Trust Guaranteé shall mean any guarantee of the Borrower of thesfTPreferred Securities, which guara

is subordinate and junior in right of payment te ttrior payment of the obligations of the Borrovereunder ar
under the Notes on terms satisfactory to the Agent.

" Trust Indebtedness shall mean Indebtedness of the Borrower payablégné Trust Issuer or its transfer
incurred as a result of the Trust Issgerrivestment into the Borrower of proceeds derifrech the issuance of t
Trust Preferred Securities (a) which is due nolierathan the date thirty (30) years after its aste, (b) which me
not be redeemed earlier than five (5) years afisuance except upon certain tax, capital treatroemvestmer
company events as may be provided in the indemgtowerning such Trust Indebtedness and (c) the patyofevhict
is subordinate and junior in right of payment te ftrior payment of the obligations of the Borrovereunder ar
under the Notes on terms satisfactory to the Agent.

" Trust Issuer' shall mean a Subsidiary in which the Borrower svil®0% of the common stock and wt
gualifies as a Delaware or Connecticut statutosirmss trust.

" Trust Preferred Securitiesshall mean preferred securities (or other typesiofilar securities represent
undivided beneficial interests in the assets ofthest Issuer) issued in a private placement tretisa by the Trus
Issuer, (a) the proceeds of which are used to psecln equivalent principal amount of Trust Indétss issued |
the Borrower, (b) which are subject to mandatoderaption not earlier than the date 30 years afgrance, (c) whic
may not be optionally redeemed earlier than 5 yedtier issuance except upon certain tax, capigdtinent c
investment company events as may be provided inrtis¢ agreement governing such Trust Preferredir8es an




(d) which qualifies as Tier 1 Capital of the Boremunder applicable regulations of the Board of &oers of th
Federal Reserve System.

" Type" means a type of Loan, i.e. either a Eurodollaarh,ca Federal Funds Rate Loan or a Prime Rate Loat
" ULTEA " shall mean ULTEA, Inc., a Wisconsin corporatiordany successor thereof.

" US Bank Indebtednessshall mean Indebtedness of ULTEA to U.S. Bankidiatl Association outstandi
from time to time under that certain Loan Agreendated as of February 26, 1993, as amended.

9.2. Accounting. Unless otherwise specified herein, all accountemgs used herein shall be interpre
all determinations with respect to accounting nmatteereunder shall be made, and all financial statgés an
certificates and reports as to financial mattetpired to be furnished to the Agent or the Bankeimeder shall k
prepared in accordance with GAAP applied on a bamisistent with the audited consolidated finansiatements
the Borrower referred to in Section 6.3(ereof (except for changes concurred with by th@htg Banks).

SECTION 10. THE AGENT

10.1. Appointment, Powers and Immunitie€ach Bank hereby irrevocably appoints and autherth
Agent to act as its agent hereunder, under thesNwtd the other Loan Documents with such poweasespecificall
delegated to the Agent by the terms of the Loanubwmnts, together with such other powers as areomehs
incidental thereto. The Agent: (a) shall not hamg duties or responsibilities except those expyesst forth in thi
Agreement, and shall not by reason of this Agredrbena trustee for any Bank; (b) shall not be rasfue to th
Banks for any recitals, statements, representatbongarranties contained in this Agreement, theeNair the othi
Loan Documents, or in any certificate or other doeats referred to or provided for in, or receivgdamy of ther
under, this Agreement, the Notes or the other LDaouments, or for the value, validity, effectivesiegenuinenes
enforceability or sufficiency of this Agreementyadote or the other Loan Documents or any otheudwmnt referre
to or provided for herein or for any failure by tBerrower or any other Person to perform any ofoidigation:
hereunder or thereunder; (c) shall not be requicednitiate or conduct any litigation or collectigoroceeding
hereunder; and (d) shall not be responsible foraton taken or omitted to be taken by it hereuradeunder an
other document or instrument referred to or prodiftler herein or in connection herewith, exceptitsrown gros
negligence or willful misconduct. The Agent may éoypagents and attorneys-faet and shall not be responsible
the negligence or misconduct of any such agenédtorneys-infact selected by it in good faith. The Agent magm
and treat the payee of any Note as the holder dhéoe all purposes hereof unless and until a emthotice of th
assignment or transfer thereof shall have beea Wigh the Agent.

10.2. Reliance by Agent The Agent shall be entitled to rely upon any itiedtion, notice or othe
communication (including any thereof by telephondetecopy) believed by it to be genuine and cdresx to hav
been signed or sent by or on behalf of the progesdh or Persons, and upon advice and statemelggadfcounse
independent accountants and other experts selbgtdte Agent. As to any matters not expressly mledifor by thi
Agreement, the Agent shall in all cases be fullptgected in acting, or in refraining from acting,réwender i
accordance with instructions signed by the Majdaainks, and such instructions of the Majority Baaksd any actic
taken or failure to act pursuant thereto shallineibg on all of the Banks.

10.3. Defaults. The Agent shall not be deemed to have knowledgeotice of the occurrence o
Default unless the Agent has received notice froenBorrower specifying such Default and stating thech notice |
a "Notice of Default." In the event that the Ageateives such a notice of the occurrence of a Mtethe Agent sha
give prompt notice thereof to the Banks. The Aggrdll (subject to Section 10ahd Section 10.Rereof) take suc
action with respect to such Default as shall beatéd by the Majority Banks, providéuht, unless and until the Ag:
shall have received such directions, the Agent (ay shall not be obligated to) take such actianyefrain fron
taking such action, with respect to such Default aball deem advisable in the best interest efBanks.

10.4. Rights as a BankWith respect to its Commitment and its Loans,tNem Trust in its capacity a
Bank hereunder shall have the same rights and goheneunder as any other Bank and may exerciseatine a
though it were not acting as the Agent, and then tBank" or "Banks" shall, unless the context otfise indicate:
include Northern Trust in its individual capacifyorthern Trust and its affiliates may (without hayito accour




therefor to any Bank) accept deposits from, lensh@yao and generally engage in any kind of bankingst o
other business with the Borrower (and any of ifdiaties) as if it were not acting as the Agentdaforthern Trust ar
its affiliates may accept fees (including the agefee contemplated by Section 3.2nd other consideration from-
Borrower for services in connection with this Agreent or otherwise without having to account for aene to th
Banks.

10.5. Indemnification. The Banks agree to indemnify the Agent (to theemixnot reimbursed unc
Section 11.3hereof, but without limiting the obligations of tH@orrower under said Section 11)3 ratably ir
accordance with their respective Percentagesnyiaad all liabilities, obligations, losses, dan@geenalties, actior
judgments, suits, costs, expenses or disbursenoéragy kind and nature whatsoever which may be segdoor
incurred by or asserted against the Agent in any nekating to or arising out of this Agreement, tiletes or the oth
Loan Documents or any other documents contemplated referred to herein or the transactions coptatad herek
(including, without limitation, the costs and expea which the Borrower is obligated to pay undetiSe 11.3hereo
but excluding, unless a Default has occurred ardnginuing, normal administrative costs and expenscident to tr
performance of its agency duties hereunder) oretmiercement of any of the terms hereof or of anghsathe
documents, providethat no Bank shall be liable for any of the foregpito the extent they arise from the g
negligence or willful misconduct of the Agent.

10.6. Non-Reliance on Agent and other BankSach Bank agrees that it has, independently aticbw
reliance on the Agent or any other Bank, and basesuch documents and information as it has deexpprbpriate
made its own credit analysis of the Borrower asdSitibsidiaries and decision to enter into this Agrent and acce
its Note and that it will, independently and witlhagliance upon the Agent or any other Bank, ansetiaon suc
documents and information as it shall deem appatgat the time, continue to make its own analgss decisions
taking or not taking action under this Agreemerd @a Note. The Agent shall not be required to kisgf informec
as to the performance or observance by the Borroiiris Agreement or any other document refercedrtprovide:
for herein or to inspect the properties or bookshef Borrower or any of its Subsidiaries. Exceptrotices, repor
and other documents and information expressly redquio be furnished to the Banks by the Agent hetery th
Agent shall not have any duty or responsibilityptovide any Bank with any credit or other infornosaticoncerning tr
affairs, financial condition or business of the Bover or any of its Subsidiaries (or any of thdfiliates) which ma
come into the possession of the Agent or any dfftBates.

10.7. Failure to Act. Except for action expressly required of the Adesteunder, the Agent shall in
cases be fully justified in failing or refusing @act hereunder unless it shall receive further ass@s to its satisfacti
from the Banks of their indemnification obligationsder Section 10.Bereof against any and all liability and expe
which may be incurred by it by reason of takingontinuing to take any such action.

10.8. Resignation of AgentSubject to the appointment and acceptance of@essor Agent as provid
below, the Agent may resign at any time by giviogy-five (45) daysnotice thereof to the Agent, the Banks anc
Borrower. Upon any such resignation, the MajorignBs shall have the right to appoint a successthrgaesignin
Agent; provided, that such successor is satisfactory to the Ageris discretion. If no successor shall have bge
appointed by the Majority Banks and shall have pt such appointment within forfixe (45) days after tt
Agent’s giving of notice of resignation, then the resmgniAgent may, on behalf of the Banks, appoint acssso
Agent, which shall be a bank which has an officeCimcago, lllinois and which has capital, surplusl aindivide:
profits of at least $250,000,000. Upon the acceamani any appointment as the Agent hereunder lweessor Ager
such successor Agent shall thereupon succeed tbeamine vested with all the rights, powers, prgafe and duties
the resigning Agent, and the resigning Agent shalldischarged from its duties and obligations hedet After thi
resigning Agent’s resignation hereunder, the prowus of this_Section 1@hall continue in effect for its benefit
respect of any actions taken or omitted to be tddker while it was acting as the Agent.

SECTION 11. MISCELLANEOUS

11.1. Waiver. No failure on the part of the Agent or any Baalekercise, no delay in exercising, ant
course of dealing with respect to, any right, poweprivilege under this Agreement, any Note or atiyer Loal
Document shall operate as a waiver thereof, ndf ahg single or partial exercise thereof precladg other or furthe
exercise thereof or the exercise of any other rigbiver or privilege. The remedies provided heeggcumulative ar
not exclusive of any remedies provided by |



11.2. Notices. Except as otherwise provided in this Agreemelhtma@tices and other communicatic
provided for herein shall be given or made in wgtiand telecopied, mailed or delivered to the mo#iddress of ti
intended recipient set forth on the signature phgesof, or as to any party, at such other adégressall be designat
by such party in a notice to each other party. Bkes otherwise provided in this Agreement, allhscemmunicatior
shall be deemed to have been duly given when psopransmitted by telecopier or personally delivko, in the cas
of a mailed notice, upon receipt, in each casergoreaddressed as aforesaid.

11.3. Expenses, EtcThe Borrower agrees to pay or reimburse each oB#rks and the Agent for: (a)
reasonable out-gbocket costs and expenses of the Agent (includwithout limitation, the reasonable fees
expenses of Gardner Carton & Douglas LLP, spe@ahsel to the Agent) in connection with (i) the oegftion
preparation, execution and delivery of this Agreetnghe Notes and the other Loan Documents, andry
amendment, modification or waiver of any of thentsrof this Agreement, any of the Notes or the othear
Documents; (b) all reasonable costs and expens#seoBanks and the Agent (including reasonable selghfees
(which counsel may be employees of the Agent oBieks)) in connection with any Default and anyoeeément ¢
collection proceedings resulting therefrom; anda{tjransfer, stamp, documentary or other sintéaes, assessme
or charges levied by any governmental or reventigoaity in respect of this Agreement, the Notesoy other Loa
Document or any other document referred to heretharein.

11.4. Amendments, EtdExcept as otherwise expressly provided in this Agrent, any provision of tf
Agreement may be waived, amended or modified oglgr instrument in writing signed by the Borrowtie Agen
and the Majority Banks; providdgtiat no amendment, modification or waiver shalleas by an instrument signed
the Agent and all of the Banks: (a) increase oremcxtthe term of the Commitments, except as proviih
Section 1.10, or extend the Revolving Credit Commitment Terrtiora Date, (b) extend any date fixed for
payment of any principal of or interest on any Laanany fee, (c) reduce the amount of any paymémriacipal
thereof or the rate at which interest is payabkrdbn or any fee is payable hereunder, (d) altertéhms of thi
Section 11.4or of Section 11.6(a) (e) amend the definition of the term "Majority i&" or (f) waive any of tr
conditions precedent set forth_in Sectiohebeof.

11.5. Successors and Assigng his Agreement shall be binding upon and inuréhs benefit of th
parties hereto and their respective successorpamadtted assigns.

11.6. Assignments and Participations

(@) The Borrower may not assign its rights or obligasidiereunder or under the Notes without the
consent of all of the Banks and the Agent.

(b) No Bank may assign any of its Loans, its Note ®rdbmmitment without the prior consent of
Borrower and the Agent; providedhat (i) any such assignment shall be in the arhofi $5,000,000 or an integ
multiple of $1,000,000 in excess thereof; (ii) nanB may assign in the aggregate more than 49%eofjthate:
amount of its Commitment after the date hereoi), tie Bank making such assignment shall pay agssiog fee i
the Agent in the amount of $2,000, (iv) such adsigmank shall also simultaneously assign to sussigaee Bank t
same proportion of each of its Loans then outstanftiogether with the same proportion of its Ndtent outstandin
and (v) no consent of the Borrower shall be reguirerespect of any assignment (A) at any time #ratEvent ¢
Default shall have occurred and be continuing grt¢Bany Bank or affiliate of any Bank. In additjiaany Bank may
any time, without the consent of the Borrower @ &gent, assign all or any portion of its rightslenthis Agreeme
and its Note to a Federal Reserve Bank; providedt no such assignment to a Federal Reserve Salkrelease tl
transferor Bank from its obligations hereunder. bpaitten notice to the Borrower and the Agent nfassignmel
permitted by the provisos of the preceding sentéwtech notice shall identify the assignee Banle #mount of th
assigning Banls Commitment and Loans assigned in detail reaspnsdisfactory to the Agent) and upon
effectiveness of any assignment consented to bBtmeower and the Agent, the assignee shall havehd extent ¢
such assignment (unless otherwise provided in agslgnment with the consent of the Borrower andAtpent), the
obligations, rights and benefits of a Bank hereurmdding the Commitment and Loans (or portiongeb® assigne
to it (in addition to the Commitment and Loansaiiy, theretofore held by such assignee) and thgriisg Bank shal
to the extent of such assignment, be releasedtherommitment (or portions thereof) so assigned.



(c) A Bank may sell or agree to sell to one or moreepfersons a participation in all or any part of
Loan held by it or Loans made or to be made bpritvided, however, so long as no Default has occurred at
continuing, the prior consent of the Borrower sl obtained, which consent shall not be unreaspnathheld ol
delayed (provided, no consent of the Borrower shalfequired for any participation to an affiliakany Bank). /
participant shall not have any rights or benefitder this Agreement or any Note (the participanights against su
Bank in respect or such participation to be thatdath in the agreement (the " Participation Agmnent") execute:
by such Bank in favor of the participant). All anmisi payable by the Borrower to any Bank under Sectihereo
shall be determined as if such Bank had not solaigoeed to sell any participations in such Loan and such Bar
were funding the portion of such Loan in which rastgipations have been sold. In no event shalaakBthat sells
participation be obligated to the participant untiher Participation Agreement to take or refraimfriaking any actic
hereunder or under such Basiote except that such Bank may agree in thedjmtion Agreement that it will nc
without the consent of the participant, agree }ah@ increase or extension of the term, or thereston of the time «
waiver of any requirement for the reduction or tertion, of such Bank' Commitment, (ii) the extension of any ¢
fixed for the payment of principal of or interest the related Loan or Loans or any fee (if theipigint is entitled t
any part thereof), (iii) the reduction of any payrnef principal thereof, or (iv) the reduction bktrate at which eith
interest is payable thereon or (if the participargntitled to any part thereof) commitment fepagable hereunder t
level below the rate at which the participant ifitead to receive interest or a commitment feetfescase may be)
respect of such participation.

(d) With the prior consent of the Borrower, which camsghall not be unreasonably withheld or dela
a Bank may furnish any ngmiblic information concerning the Borrower or ariyite Subsidiaries in the possessio
such Bank from time to time to actual or prospectgsignees and participants (provided, no corgehe Borrowe
shall be required for any assignment or particgrato an affiliate of any Bank); providdgbat such recipient sh
agree in writing (naming the Borrower as a thirdypaeneficiary thereof) with such Bank (on belddlitself and eac
of its affiliates, directors, officers, employeasglaepresentatives) that (A) the information saisined will not be use
by it except in connection with this Agreement gBJ it shall use reasonable precautions, in accaréawith it
customary procedures for handling confidential infation and in accordance with safe and sound hgnhiactice:
to keep such information confidential, providd#gat nothing in such agreement shall limit the Ildisgre of suc
information (i) to the extent required by statutde, regulation or judicial process, (ii) to itsunsel or to counsel f
any of the Banks or the Agent, (iii) to bank exaens) auditors or accountants or other professiadwakors, (iv) to th
Agent or any other Bank, (v) in connection with diigation to which the Agent or any one or mofélge Banks is
party or (vi) to the extent such information hasdrae public (other than by its breach of such agess).

11.7. Survival . The obligations of the Borrower under Sectioris,44.5, 4.6 and 11.3hereof sha
survive the repayment of the Loans and the ternoinatf the Commitments.

11.8. Captions. The table of contents and captions and Sectiadihgs appearing herein are inclu
solely for convenience of reference and are nenitiéd to affect the interpretation of any provisibthis Agreement.

11.9. Counterparts This Agreement may be executed in any numbeoohterparts, all of which tak
together shall constitute one and the same insmyna@d any of the parties hereto may executeAbreement b
signing one or more of such counterparts.

11.10. Jurisdiction, Service of Process

@) Any suit, action or proceeding against the Borrowéh respect to this Agreement, the Notes o
other Loan Documents or any judgment entered bycanyt in respect of any thereof may be broughhecourts ¢
the State of lllinois located in Cook County ortire U.S. District Court for the Northern District linois as th¢
Agent or any Bank may elect, and the Borrower heselibmits to the noexclusive jurisdiction of each such court
the purpose of any such suit, action or proceedihg. Borrower consents to the service of process utgn any suc
suit, action or proceeding by regular first clasailnaddressed to it at its address specified inti@ed1.2. The
foregoing shall not, however, limit the right oktiAgent or any Bank to serve process in any otrernar permitte
by law or to commence any suit, action or procegdin to obtain execution of judgment in any appiag
jurisdiction. Without limiting the foregoing, thedBrower further agrees that the Agent or any Baaly at their optio
submit any dispute which may arise in connectiothwhis Agreement or the Notes to any other cowatirc
jurisdiction over the Borrower or the Borrov's property



(b) The Borrower hereby irrevocably waives any objettichich it may now or hereafter have to
laying of venue of any suit, action or proceedimgiag out of or relating to this Agreement, theté®or the oth
Loan Documents brought in the courts of the Stat#imois located in Cook County or the U.S. DistrCourt for the
Northern District of Illinois, and hereby furtharavocably waives any claim that any such suitioacbr proceedin
brought in any such court has been brought in eonvenient forum.

11.11. Setoff . The Borrower agrees that in addition to any rightecoupment, set-off, banketrien o
counterclaim the Agent or any Bank may otherwisesh#the Agent and each Bank shall be entitled tsebfdeposit
(including all account balances, whether provisiamdinal and whether or not collected or avaigbdnd other clain
of the Borrower at any of the Agent’s or such Banéffices, in Dollars or in any other currency, iagaany amoul
payable to the Agent or such Bank hereunder whichot paid when due (regardless of whether suchbsitspan:
other claims are then due).

11.12. Governing Law. THIS AGREEMENT, THE NOTES AND THE OTHER LOAN DOQWENTS
SHALL BE GOVERNED BY, AND CONSTRUED IN ACCORDANCE WH, THE INTERNAL LAW OF THE
STATE OF ILLINOIS.

11.13. Waiver of Jury Trial. THE BORROWER HEREBY IRREVOCABLY WAIVES, TO Tk
FULLEST EXTENT PERMITTED BY LAW, ANY AND ALL RIGHT TO TRIAL BY JURY IN ANY LEGAL
PROCEEDING ARISING OUT OF OR RELATING TO THIS AGRBENT, THE NOTES OR TH
TRANSACTIONS CONTEMPLATED HEREBY OR THEREBY.

[SIGNATURE PAGES FOLLOW]

IN WITNESS WHEREOF, the parties hereto have catlsisdAgreement to be duly executed as of the da
year first above written.

HEARTLAND FINANCIAL USA, INC.
By: /s/ John K. Schmidt

Name: John K. Schmidt

Title: Executive Vice President & CFO

Address: 1398 Central Avenue
Dubuque, lowa 52004-0778

Telecopier No. (563) 589-1951

Attention: John K. Schmidt,
Executive Vice President and
Chief Financial Officer

Telephone No. (563) 589-1994



THE NORTHERN TRUST COMPANY ,
as Agent

By: /s/ T.E. Bernhardt
Name: T.E. Bernhardt

Title: Vice President

Address: 50 South LaSalle Street
Chicago, lllinois 60675

Telecopier No.: (312) 444-4906

Attention: Thomas E. Bernhardt

Vice President
Telephone No.: (312) 444-7202

BANKS:

THE NORTHERN TRUST COMPANY
By: /s/ T.E. Bernhardt
Name: T.E. Bernhardt

Title: Vice President

Address: 50 South LaSalle Street
Chicago, lllinois 60675

Telecopier No.: (312) 444-4906

Attention: Thomas E. Bernhardt

Vice President

Telephone No.: (312) 444-7202

HARRIS TRUST AND SAVINGS BANK
By: /s/ Michael S. Cameli
Name: Michael S. Cameli
Title: Vice President
Address: 111 West Monroe Street
5th Floor East
Chicago, IL 60603

Telecopier No.(312) 765-8382

Attention: Michael S. Came



Telephone No.: (312) 461-2396

U.S. BANK NATIONAL ASSOCIATION
By: /s/ Jason R. Hall

Name: Jason R. Hall

Title: Assistant Vice President

Address: 222 2nd Ave SE
Cedar Rapids, 1A 52401

Telecopier No.: (319) 368-4229
Attention: Jason R. Hall

Telephone No.: (319) 368-4649
Exhibit 11

EARNINGS PER SHARE

Net income for the year ended December 31, : $17,719,00
|
Weighted average common shares outstan 14,984,47
Assumed incremental common shares issued uponisxerfcstock option 273,96¢
Weighted average common shares for diluted earqiagshare 15,258,44
L]
Earnings per common shé- basic $ 1.1¢€
|
Earnings per common shée- diluted $ 1.1¢
|
Exhibit 21.1

Subsidiaries of the Registrant

1. Galena State Bank and Trust Company, an lllin@itedtank with its main office located in Galenkndiis
2.  Dubuque Bank and Trust Company, an lowa state hdhkits main office located in Dubuque, lo

2.a DB&T Insurance, Inc

2.b.  DB&T Community Development Cor|
3. Keokuk Bancshares, Inc. (dba KBS Investment Cc
4. First Community Bank, an lowa state bank with igimoffice located in Keokuk, low

4.a KFS Services, Inc
5. Riverside Community Bank, and lllinois state barithvits main office located in Rockford, Illino

6. Citizens Finance C¢



7. ULTEA, Inc.
7.a  Autorent Wisconsin, Inc
7.b.  Econo Lease, Inc
8. Wisconsin Community Bank, a Wisconsin bank withnitsin office located in Cottage Grove, Wiscor
8.a DBT Investment Corporation
8.b. WCB Mortgage, LLC
9. New Mexico Bank & Trust, a New Mexico state bankhats main office located in Albuquerque, New Max
10. Arizona Bank & Trust, an Arizona state bank withritain office located in Mesa, Arizo
11. HTLF Capital Corp.
12. Heartland Capital Trust
13. Heartland Statutory Trust Il
14. Heartland Capital Trust
15. Heartland Statutory Trust IlI
16. Heartland Community Development, It

Exhibit 23.1

INDEPENDENT AUDITORS' CONSENT

The Board of Directors
Heartland Financial USA, Inc.:

We consent to incorporation by reference in theiReggion Statements (Nos. 333-06233, 333-8137d 333-06219) on Form S-8 of
Heartland Financial USA, Inc. of our report dataduary 21, 2004, relating to the consolidated lwaatheets of Heartland Financial USA,
Inc. and subsidiaries as of December 31, 2003 80a,2and the related consolidated statements ofrieg changes in stockholders' equity
comprehensive income, and cash flows for eacheoy#fars in the three-year period ended Decembe(®B, which report appears in the
December 31, 2003 annual report on Form 10-K ofrttad Financial USA, Inc. and subsidiaries. Oyrom refers to the adoption of
Financial Accounting Standards No. 142, Goodwitl &ther Intangible Assets.

/sl KPMG LLP

Des Moines, lowa
March 11, 2004

Exhibit 31.1

[, Lynn B. Fuller, certify that:
1. | have reviewed this annual report on Forr-K of Heartland Financial USA, Inc

2. Based on my knowledge, this annual report doesamtiain any untrue statement of a material factnoit to state a material fact
necessary to make the statements made, in lighedfircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

3. Based on my knowledge, the financial statement$,oéimer financial information included in the Repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this
report;



4.  The Registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)}5¢r the Registrant and we have:

a. designed such disclosure controls and proes, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatieg to the Registrant, including its consolidageibsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

b. [intentionally omitted]

c. evaluated the effectiveness of the Regigaisclosure controls and procedures and predéntthis report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cougyelis report based on such
evaluation; ant

d. disclosed in this report any change in thgi®eant’s internal control over financial repogithat occurred during the
Registrant’s most recent fiscal quarter (the Regyits fourth fiscal quarter in the case of an aimeaport) that has materially
affected, or is reasonably likely to materiallyeaff, the Registra’s internal control over financial reporting; &

5. The Registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiarterhal control over financial
reporting, to the Registrant’s auditors and thetaxaimmittee of Registrarg’board of directors (or persons performing thevedent
functions):

a. all significant deficiencies and materialakresses in the design or operation of internarobaver financial reporting which
are reasonably likely to adversely affect the Regid’s ability to record, process, summarize apbrt financial information;
and

b. any fraud, whether or not material, that imee management or other employees who have disattirole in the Registrant’s
internal control over financial reportin

Chief Executive Officer
Date: March 12, 200 By: /s/ Lynn B. Fullel
President and Chief Executive Offic
Exhibit 31.2

I, John K. Schmidt, hereby certify:

1.

| have reviewed this annual report on Forr-K of Heartland Financial USA, Inc

Based on my knowledge, this annual report doesamtain any untrue statement of a material facioit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with
respect to the period covered by this ref

Based on my knowledge, the financial statementsoéimer financial information included in the Refpdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in
this report;

The Registrans other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (.
defined in Exchange Act Rules -15(e) and 15-15(e)) for the Registrant and we ha

designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatmeg to the Registrant, including its consolidhgribsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being prejzh

[intentionally omitted]
evaluated the effectiveness of the Registrant'slasire controls and procedures and presentedsimetport our conclusions about

the effectiveness of the disclosure controls adgatures, as of the end of the period coveredibydport based on such
evaluation; ant

disclosed in this report any change in the Regisganternal control over financial reporting thatcurred during the Registrant’s
most recent fiscal quarter (the Regist's fourth fiscal quarter in the case of an annyabirg that has materially affected, ol



reasonably likely to materially affect, the Redast’'s internal control over financial reporting; &

The Registrant’s other certifying officer and | lkeadisclosed, based on our most recent evaluatiarterhal control over financial
5. reporting, to the Registrant’s auditors and thetaxaimmittee of Registrant’s board of directors gersons performing the

equivalent functions)

all significant deficiencies and material weaknessethe design or operation of internal contradiofimancial reporting which are
reasonably likely to adversely affect the Regigd’s ability to record, process, summarize and refpmahcial information; an

b any fraud, whether or not material, that involvemnagement or other employees who have a significéain the Registrant’s
" internal control over financial reportin

/s/ John K. Schmic

John K. Schmidt
Chief Financial Officer
March 12, 200

Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Heartlanddrcial USA, Inc. (the "Company") on Form KOfor the year ending December
2003, as filed with the Securities and Exchange @asion on the date hereof (the "Report), |, Lynri-Bller, Chief Executive Officer of tl
Company, certify, pursuant to 18 U.S.C. § 135Gdmpted pursuant to 8 906 of the Sarbanes-Oxley?2002, that:

(1) The Report fully complies with the requivents of section 13(a) or 15(d) of the Securitirshange Act of 1934; and

(2) The information contained in the Report faphesents, in all material respects, the finanmaldition and result of operations of
Company.

/sl Lynn B. Fuller

Lynn B. Fuller
Chief Executive Officer
March 12, 200¢

Exhibit 32.2

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Heartlanddncial USA, Inc. (the "Company") on Form KOfor the year ending December
2003, as filed with the Securities and Exchange @@sion on the date hereof (the "Report), I, Johrs&hmidt, Chief Financial Officer
the Company, certify, pursuant to 18 U.S.C. § 1280adopted pursuant to § 906 of the Sarbanes-@xiegf 2002, that:

(1) The Report fully complies with the requirents of section 13(a) or 15(d) of the Securitiesiange Act of 1934; and



(2) The information contained in the Report faphesents, in all material respects, the finanmaldition and result of operations of
Company.

/s/ John K. Schmic

John K. Schmidt
Chief Financial Officer
March 12, 200

End of Filing
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