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INSTITUTION RATING
INSTITUTION’S CRA RATING: This institution is rated Satisfactory.
An institution in this group has a satisfactory record of helping to meet the credit needs of its

assessment areas, including low- and moderate-income neighborhoods, in a manner consistent with
its resources and capabilities.

PERFORMANCE PERFORMANCE TESTS
LEVELS

Lending Test* Investment Test Service Test

Outstanding X

High Satisfactory

Low Satisfactory X X

Needs to Improve

Substantial
Noncompliance

* The Lending Test is weighted more heavily than the Investment and Service Tests when arriving at
an overall rating.

The Lending Test is rated Low Satisfactory.

e Lending levels reflect good responsiveness to the credit needs in the assessment areas (AAs).

e An adequate percentage of small business loans are made in the AAs.

e The geographic distribution of loans reflects adequate penetration throughout the AAs,
particularly in low- and moderate-income geographies.

e The distribution of loans to borrowers reflects poor penetration among business customers of
different sizes.

e The bank exhibits an adequate record of serving the credit needs of the most economically
disadvantaged areas of the AAs and/or very small businesses, consistent with safe and sound
banking practices.

e The bank has made an adequate level of community development loans.

e The bank makes limited use of innovative and/or flexible lending practices in order to serve
AAs’ credit needs.

The Investment Test is rated Qutstanding.

e The bank has an excellent level of qualified community development investments and grants,
often in a leadership position, particularly those that are not routinely provided by private
investors.

e The bank exhibits excellent responsiveness to credit and community development needs.



e The bank makes extensive use of innovative and/or complex investments to support community
development initiatives.

The Service Test is rated Low Satisfactory.

e Delivery systems are reasonably accessible to essentially all portions of the bank’s AAs.

e To the extent changes have been made, the bank’s opening and closing of branches has
generally not adversely affected the accessibility of its delivery systems, particularly in low- and
moderate-income geographies and/or to low- and moderate-income individuals.

e Services and business hours do not vary in a way that inconveniences portions of the AAs,
particularly low- and moderate-income geographies and/or individuals.

e The bank provides a relatively high level of community development services.

DESCRIPTION OF INSTITUTION

First Business Bank (FBB) is a $3.0 billion commercial bank primarily focused on providing
services to commercial customers. The bank is headquartered in Madison, Wisconsin. The
institution remains a wholly-owned subsidiary of First Business Financial Services, a one-bank
holding company located in Madison, Wisconsin. The holding company is publicly traded. The
bank made changes to their wholly-owned subsidiaries that are relevant to this evaluation. First
Business Capital Corp and First Business Bank Equipment Finance, LLC, were consolidated into
First Business Bank Specialty Finance, LLC, in February 2021. First Business Bank Specialty
Finance, LLC, offers specialty finance services such as asset-based lending, floorplan financing,
equipment financing, and accounts receivable financing. Examiners considered equipment
financing in the Lending Test, as explained in the Scope section. FBB received a “Satisfactory”
rating at its previous January 21, 2020 FDIC Performance Evaluation based on Large Institution
Examination Procedures.

The bank’s main office is located in Madison, Wisconsin. Three branch offices are located in
Brookfield and Appleton, Wisconsin, and Leawood, Kansas. The bank primarily offers loan and
deposit products and services that target the needs of businesses. Primary business lines include
commercial real estate financing, commercial and industrial financing, lending to businesses
utilizing government guaranty programs, and specialty finance transactions (asset-based lending,
equipment financing/leasing, and a recently developed focus on automobile floorplan financing).
The bank does not actively seek other loan types. All other types of lending, such as consumer
purpose home mortgages, are limited and primarily result from “accommodation” loans to business
clients.

FBB provides a variety of deposit services targeted to commercial customers and high net-worth
individuals, including savings, checking, money market deposit accounts, and certificates of
deposit. The bank offers deposit products with lower service fees targeted to start-up technology
companies and local nonprofit organizations. Mobile banking is offered to consumer and
commercial customers. The bank also offers Smart Pay Express which allows businesses and
nonprofits to collect payments and donations securely online. Other financial services provided by
the bank include investment management, private banking services, and company retirement plan
management to commercial clients and business owners. Alternative delivery services include
courier, remote deposit capture services, and online banking, which benefit business clients with
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multiple offices or locations distant from the banking facility. The bank aids in meeting the needs
of small business customers through its participation in government guaranteed lending programs
and other service activities.

FBB has one loan production office, which was opened in Indianapolis, Indiana, in May 2020. Also
in May 2020, FBB closed one loan production office in Wausau, Wisconsin. The bank relocated
one branch office in November 2022 a short distance within the same census tract in Brookfield.
There are no other changes to the branch structure, and no acquisitions or mergers have occurred
since the prior evaluation.

Assets totaled $3.0 billion as of December 31, 2022, and included total loans of $2.4 billion, total
securities of $224.7 million, and total equity capital of $294.1 million. Assets increased $895.1
million or 43.0 percent since the prior evaluation, total loans increased $725.9 million or 42.2
percent, total securities increased $15.2 million or 7.2 percent, and total equity capital increased
$72.0 million or 32.4 percent. While the bank realized substantial growth since the prior evaluation,
commercial loans continue to represent the largest concentration of the bank’s lending activity. The
following table shows that loans secured by non-farm non-residential properties plus commercial
and industrial loans make up 70.8 percent of total loans.

Loan Portfolio Distribution as of 12/31/2022
Loan Category $(000s) %
Construction, Land Development, and Other Land Loans 218,751 8.9
Secured by Farmland 4,250 0.2
Secured by 1-4 Family Residential Properties 24,488 1.0
Secured by Multifamily (5 or more) Residential Properties 350,026 14.3
Secured by Non-farm Non-residential Properties 887,202 36.3
Total Real Estate Loans 1,484,717 60.7
Commercial and Industrial Loans 843,815 34.5
Agricultural Production and Other Loans to Farmers 0 0.0
Consumer Loans 8,689 04
Obligations of State and Political Subdivisions in the U.S. 63,993 2.6
Other Loans 32,489 1.3
Lease Financing Receivable (net of unearned income) 12,149 0.5
Less: Unearned Income 149 0.0
Total Loans 2,445,703 100.0
Source: Reports of Condition and Income

Examiners did not identify any financial, legal, or other impediments that affect the bank’s ability to
meet needs of the AAs.

DESCRIPTION OF ASSESSMENT AREAS

CRA requires each financial institution to define one or more AAs within which its CRA
performance will be evaluated. One change from the prior evaluation occurred in 2021 when
Wyandotte County, Kansas, was added to the Kansas City MO-KS Metropolitan Statistical Area
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(MSA) AA (KC AA). The AAs do not arbitrarily exclude any low- and moderate-income census
tracts, do not reflect illegal discrimination, and otherwise meet the requirements of the CRA
regulations. The following table presents a brief description of each AA. More information is
presented in the individual AA sections.

Small Business Loans .
AA Name Counties in AA 2020-2022 Deposits as of 6/30/22
# % $(000s) | %
Wisconsin
Madison Dane 714 35.9 1,291,353 68.8
. Milwaukee and
Milwaukee 870 43.8 317,593 16.9
Waukesha
Appleton Outagamic and 147 74 158,187 8.5
Winnebago ’
Wisconsin Subtotal 1,731 87.1 1,767,133 94.2
Kansas
Jackson (MO),
KC Johnson (KS), and 257 12.9 109,309 5.8
Wyandotte (KS)
Total 1,988 100.0 1,876,442 100.0
Source: Bank Records; Summary of Deposits from 6/30/22 Reports of Condition and Income

SCOPE OF EVALUATION

General Information

This evaluation covers the period from the prior evaluation dated January 21, 2020, to the current
evaluation dated March 6, 2023. Examiners utilized the Interagency Large Institution Examination
Procedures to evaluate FBB’s CRA performance. These procedures include the following three
tests: the Lending Test, the Investment Test, and the Service Test, as detailed in the Appendix.
This evaluation includes the Small Ticket Business Loan Program for equipment financing through
the affiliate First Business Bank Specialty Finance, LLC. This innovative loan product is included
in the Innovative and/or Flexible Lending Practices section.

The Lending Test, Investment Test, and Service Test ratings are required for the overall bank, the
State of Wisconsin, and the State of Kansas. Although the State of Kansas is rated separately, it has
little impact on the overall bank rating due to its lower levels of loans, deposits, and community
development activities. The Madison and Milwaukee AAs receive the most weight in the State of
Wisconsin rating and the overall rating, with Madison AA receiving slightly more weight due to its
higher levels of deposits and community development activities. The Madison, Milwaukee, and KC
AAs receive full-scope reviews due to the impact they have on their respective state ratings.
Examiners also conducted a full-scope review of the Appleton AA since this AA has not received a
full-scope review since the AA was designated in May 2018. The Appleton AA has little impact on
the State of Wisconsin and overall rating due to lower levels of loans, deposits, and community
development activities. The criteria considered under the Lending, Investment, and Service Tests
are included in the Large Bank Performance Criteria Appendix.



Examiners relied on American Community Survey (ACS) estimates that are updated every five
years when considering census demographics throughout this evaluation. For years 2021 and
earlier, bank performance was evaluated relative to 2015 ACS data and 2010 Census boundary data.
For 2022, small business lending performance was evaluated using the 2015-2020 ACS and 2020
U.S. Census data. In addition, examiners relied upon records provided by the bank, D&B business
demographic data, CRA aggregate data for 2020 and 2021, community contacts, and loan
information reported under CRA. FBB’s CRA performance was analyzed in relation to the bank’s
performance context, which includes (but is not limited to) bank size and structure, financial
condition, loan mix, resources, limitations, AA demographics, economic factors, competition, loan
demand, and available opportunities. Examiners used information obtained from community
contact interviews to help establish the performance context for this CRA evaluation. The
community contact interviewees are representatives in the AAs and are not affiliated with the bank.

In March 2020, a national emergency was declared in the United States due to the COVID-19
pandemic. Many states and local governments, including Wisconsin and Kansas, imposed strict
measures to restrain certain aspects of public life in an effort to contain COVID-19. These
restrictions have resulted in a significant disruption of the national economy and financial markets.
Refer to subsequent sections of the Performance Evaluation for details on how COVID-19 impacted
each AA during the evaluation period.

Activities Reviewed

The CRA evaluation is based on a review of small business loans. The Call Report illustrates that
this loan type is the primary business focus of the bank. Home mortgage, consumer installment,
and agricultural loans are not a business focus of the bank, comprise a small portion of the loan
portfolio, and were not considered in this evaluation. Please refer to the Glossary for definitions of
the loan products.

The bank is required to collect and report data pursuant to the requirements of CRA. Examiners
reviewed small business loans reported under CRA for 2020, 2021, and 2022 to evaluate the bank’s
small business lending. FBB originated 1,072 small business loans totaling $287.8 million in 2020.
Further, FBB originated 1,024 loans totaling $233.9 million in 2021 and 465 small business loans
totaling $165.5 million in 2022. The following table shows the breakdown of loans within the
bank’s AAs (by number).

Assessment Area 6/30/22 Deposits 2020 Small 2021 Small 2022 Small
# and % Business Loans Business Loans Business Loans
# and % # and % # and %

Madison AA 1,291,353 68.8 355 44 .4 239 29.0 120 32.9
Milwaukee AA 317,593 16.9 246 30.8 448 54.4 176 48.2

Appleton AA 158,187 8.5 61 7.6 53 6.4 33 9.0

KC AA 109,309 5.8 137 17.2 84 10.2 36 9.9
Total 1,876,442 | 100.0 799 100.0 824 100.0 365 100.0

Source: 6/30/22 Call Report; 2020-2022 CRA data




For the Lending Test, the geographic distribution of loans, borrower profile, and community
development lending carried more weight when drawing conclusions, as the AAs contain a
significant number of low- and moderate-income census tracts and businesses with revenues of $1
million or less. Aggregate and demographic data are used as measures of comparison with more
weight generally given to aggregate data. Examiners reviewed the number and dollar volume of
loans. While number and dollar volume of loans are presented, examiners emphasized performance
by number of loans, because the number of loans is a better indicator of the number of businesses
served.

Community development loans, investments, and services since the January 21, 2020 evaluation
were reviewed and are included in this evaluation. Investments made before the prior evaluation
that remain outstanding as of the current evaluation are included as prior period investments at the
current book values. Examiners evaluated the quantitative levels of community development loans,
investments, and services based on the financial capacity of FBB, as well as the qualitative impact
to the AAs. Finally, examiners reviewed delivery systems for providing retail banking services and
retail banking products and services targeted towards small businesses.

A review of FDIC records, as well as the bank’s CRA Public File, did not reveal any unresolved
complaints relating to the bank’s CRA performance since the previous evaluation.

CONCLUSIONS ON PERFORMANCE CRITERIA
LENDING TEST

The Lending Test rating is Low Satisfactory. Performance in the States of Wisconsin and Kansas
support this rating. Overall, the bank has good lending levels, an adequate percentage of loans in
the AAs, adequate geographic distribution of loans, poor penetration among businesses of smaller
sizes, an adequate level of community development loans, and makes limited use of innovative
and/or flexible lending practices.

Lending Activity

The bank’s lending levels reflect good responsiveness to the credit needs in the AAs. Examiners
reviewed the number and dollar volume of loans originated over the review period in absolute
terms, as well as market share and market ranking figures to determine the bank’s level of lending.
Examiners reviewed deposit market share data to gain perspective on the bank’s presence in the
community.

Deposit market share data provides perspective regarding an institution’s presence in a community
and the capacity to lend, particularly for small business lending levels because the small business
lenders comprising the market are primarily FDIC-insured deposit collectors. The comparisons are
not perfect, given that several lenders make loans in the AAs without collecting deposits and that
the deposits are measured at a single point in time whereas small business loan data covers an entire
year. Nevertheless, this information affords a reasonable analysis of an institution’s size or capacity
to lend in a given area.



Examiners also reviewed small business loan market share and market share ranking data based on
both dollar volume and number of loans originated. Dollar volumes also represent a relevant
comparison because the market share data includes national credit card lenders. The credit card
lenders report numerous small dollar loans that skew the market share ranking based on number of
loans originated. The credit card lenders do not provide traditional small business loans in the same
manner as the bank and its local brick and mortar competitors.

The bank’s small business lending levels compare favorably with the deposit market share. The
bank’s market share ranking for small business loans by dollar volume exceeds (closer to number 1)

the deposit market share ranking in each AA. In addition, loan market share exceeds deposit market
share in each AA.

Deposit Market Small Business Small Business
Assessment Area / Banking Offices Share By Market Share By Market Share By

$ as of 6/30/2022 $ for 2021 # for 2021

Rank | % Rank | % Rank | %
Wisconsin
Madison AA / one office 6 of 34 5.6 2 of 106 15.2 10 of 106 2.6
Milwaukee AA / one office 21 of 41 0.4 10 of 158 3.3 15 of 158 1.5
Appleton AA / one office 14 of 25 2.2 5 of 87 5.0 19 of 87 0.9
Kansas
KC AA / one office | 430f82 | 02 [280f184 [ 09 |[420f184] 02
Source: Reports of Condition and Income. Market share data for small business loans is derived from CRA data.

FBB has excellent performance in the Madison AA, good performance in the Milwaukee and
Appleton AAs, and adequate performance in the KC AA. Lending levels reflect good

responsiveness to credit needs in Wisconsin, adequate responsiveness in Kansas, and good
responsiveness overall.

Assessment Area Concentration

FBB made an adequate percentage of small business loans in the AAs both by number of loans and
dollar volume, as shown in the following table.

Lending Inside and Outside of the Assessment Area
Number of Loans Dollar Amount of Loans $(000s)
Loan Category Inside Outside Total Inside Outside Total
# % | # | % # $ % $ | % | $000s)
Small Business
20201 799 74.5 273 25.5 1,072 205,677 | 71.5 | 82,151 28.5 | 287,828
2021 824 80.5 200 19.5 1,024 158,057 | 67.6 | 75,836 | 32.4 | 233,893
2022 365 78.5 100 21.5 465 117,303 | 709 [ 48,186 | 29.1 | 165,489
Total 1,988 [ 77.6 573 224 | 2,561 481,037 | 70.0 | 206,173 | 30.0 | 687,210
Source: Bank Data




Geographic Distribution

The geographic distribution of loans reflects adequate penetration throughout the AAs.

Performance in low- and moderate-income census tracts is good in the Madison AA, adequate in the
KC and Appleton AAs, and poor in the Milwaukee AA. Performance in the KC AA declined from
good performance at the prior evaluation, and performance in the Appleton AA improved from poor
performance. Performance in this criterion is adequate in both Wisconsin and in Kansas. Overall
performance was adequate at the prior evaluation and continues to be adequate at the current
evaluation.

Borrower Profile

The distribution of loans to borrowers reflects, given the product lines offered by the institution,
poor penetration among business customers of different sizes. Performance to businesses with
revenues of $1 million or less is poor in the Madison and Appleton AAs, very poor in the
Milwaukee AA, and adequate in the KC AA. Performance is consistently and significantly below
demographic and aggregate data in the three Wisconsin AAs. Some improvement was noted in the
Madison AA, which improved from very poor at the prior evaluation to poor at the current
evaluation. Performance in the KC AA improved significantly from very poor at the prior
evaluation to adequate at the current evaluation. Performance in this criterion is poor in Wisconsin
and adequate in Kansas. Overall performance has improved from very poor at the prior evaluation
to poor at the current evaluation.

Innovative and/or Flexible Lending Practices

FBB makes limited use of innovative and/or flexible lending practices in order to serve AA credit
needs. The bank originated 4,650 loans totaling $753.2 million in 2020, 2021, and 2022, through
three loan programs with flexible underwriting standards. Within the four AAs, the bank originated
846 loans totaling $307.1 million through these flexible loan programs during this three-year time
period. The bank’s level of activity in innovative and/or flexible lending programs was compared
with four similarly-situated banks headquartered in Wisconsin. Three similarly-situated banks had
8-20 programs with greater number and dollar volume of activity than FBB, and were regarded as
having good or excellent performance. The fourth bank was the most similar to FBB with three
programs and similar number of innovative and/or flexible loans, and was regarded as having
adequate performance. This comparison supports the conclusion of adequate performance in using
innovative and/or flexible lending practices. Brief descriptions of FBB’s innovative and/or flexible
loan programs are listed below.
e Small Business Administration (SBA) Paycheck Protection Program (PPP) — During the
COVID-19 pandemic, businesses were required to shut down for an extended period of time.
In an effort to help the businesses survive and retain employees, this program was quickly
created and funds were disbursed through participating financial institutions. PPP loans are
not secured but are fully guaranteed by the federal government and administered by the
SBA. If certain terms are met, the PPP loans are forgiven and business owners do not have
to repay the funds. Congress approved the first round of PPP loans in 2020, and the second
round in 2021. The bank has shown responsiveness to community needs as this program
helped retain jobs and enable businesses to survive the lockdowns.




e SBA Non-PPP Loan Programs — The SBA loan programs enable small businesses to secure

affordable long-term financing for major fixed assets that facilitate the retention and creation
of jobs. Additionally, the guaranty of the SBA provides more flexible underwriting to
qualify more borrowers. The guaranty also provides for the sale of these loans into the
secondary market, resulting in more capital for the bank to lend. Without SBA assistance,
many borrowers would not be able to obtain credit due to creditworthiness and underwriting
risks. SBA loans typically take longer to underwrite, require more financial assistance from
the lender, and require an enhanced level of specialized banker expertise. Community
contacts indicated that SBA loan programs are particularly responsive to AA credit needs.
e Small Ticket Business Loan Program - A bank affiliate launched the Small Ticket Business

Loan Program in June 2018. This innovative loan program is available nationwide and
offers fast-close small business loans of $50,000 to $250,000 for a term of up to five years.
Underwriting is primarily based on the PayNet credit score, which is similar to credit scores
for individuals. PayNet produces a score from 450 to 800 based on the payment history of
the business, including bankruptcies, tax liens, judgments, current and prior debt, and credit
inquiries. It also provides the key factors impacting the score.

The following tables detail these innovative and/or flexible loan originations by type and year. The
first table shows loan activity nationwide, and the second table shows loan activity in the four AAs.
Refer to the separate AA sections of the evaluation for activity in each AA.

Innovative and/or Flexible Lending Programs Nationwide

Program 2020 2021 2022 Total
# $000s # $000s # $000s # $000s
SBA (PPP) 723 340,925 340 70,240 NA NA 1,063 411,165
SBA (non-PPP) 39 50,459 32 16,270 17 19,420 88 86,149
Small Ticket Business 854 43,437 1,001 63,506 1,644 148,907 3,499 255,850
Loan Program
Total 1,616 | 434,821 1,373 150,016 1,661 168,327 4,650 753,164
Source: Bank Records, NA = Program not available.
Innovative and/or Flexible Lending Programs in All Four AAs
Program 2020 2021 2022 Total
# $000s # $000s # $000s # $000s
SBA (PPP) 513 232,941 241 45,552 NA NA 754 278,493
SBA (non-PPP) 8 8,224 13 5,151 7 8,773 28 22,148
Small Ticket Business 13 992 15 817 36 4,646 64 6,455
Loan Program
Total 534 242,157 269 51,520 43 13,419 846 307,096

Source: Bank Records, NA = Program not available.

Performance in this criterion is adequate in the three Wisconsin AAs, the State of Wisconsin, and
overall. The activity in these loan programs is commensurate with the level of deposits and loans in
each AA in Wisconsin. Performance is good in the State of Kansas, as the KC AA has a higher
level of activity in these loan programs in comparison with the AA’s level of deposits and loans.




Community Development L.oans

FBB made an adequate level of community development loans. FBB made 82 community
development loans totaling $143.9 million during the evaluation period, which is 4.8 percent of total
assets and 5.9 percent of total loans as of December 31, 2022. Using quarterly averages since the
prior evaluation, community development loans equal 5.4 percent of average assets and 6.7 percent
of average loans. This level exceeds the $80.3 million level at the prior evaluation, which was 4.5
percent of average assets and 5.4 percent of average loans. Examiners compared FBB’s community
development loan performance to the performance of four similarly-situated banks that are
headquartered in Wisconsin. These four banks’ performance ranged from 6.9 percent to 23.5
percent of average assets and from 9.1 percent to 34.1 percent of average loans. Banks at the low
end of these ranges were regarded as having adequate performance. FBB’s performance is slightly
below these ranges. These comparisons support the conclusion that FBB’s performance overall is
adequate.

The following two tables show the breakdown of community development loans by AA and by
year. Of the 76 community development loans, there were 65 loans (85.5 percent) in Wisconsin and
11 loans (14.5 percent) in Kansas. Small business loans range from 82.8 percent to 90.1 percent in
the three Wisconsin AAs and range from 9.9 percent to 17.2 percent in the sole Kansas AA,
depending upon the year. These comparisons support the conclusion that FBB’s performance in the
States of Wisconsin and Kansas are adequate.

Community Development Loans by Assessment Area
Assessment Area Affordable Community Economic Revitalize or Totals

Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)

Madison AA 5 16,503 | 12 | 4,455 20 | 12,787 0 0 37 | 33,745
Milwaukee AA 3 3,424 9 8,681 1 1,180 1 4,240 14 17,525
Appleton AA 1 1,500 0 0 2 7,696 0 0 3 9,196
Statewide WI 9 29,570 2 300 0 0 0 0 11 29,870
Subtotal State of 18 50,997 | 23 13,436 | 23 21,663 1 4,240 65 90,336
Wisconsin
KCAA 4 8,622 4 6,030 2 7,113 1 2,665 11 24,430
Regional Activities 5 21,564 | 0 0 1 7,593 0 0 6 29,157
Total 27 81,183 | 27 19,466 | 26 | 36,369 2 6,905 82 | 143,923
Source: Bank Records
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Community Development Loans by Activity Year in All Four Assessment Areas

Activity Year Affordable Community Economic Revitalize or Totals
Housing Services Development Stabilize

$(000s) # $(000s) # $(000s) $(000s) # $(000s)

2020 9 25,760 6 7,644 8 7,900 4,240 24 45,544

2021 12 38,304 12 7,173 11 21,254 0 35 66,731

2022 6 17,119 9 4,649 7 7,215 2,665 23 31,648

N | = O~ F*

Total 27 81,183 27 19,466 26 36,369 6,905 82 | 143,923

Source: Bank Records

Notable examples of community development loans in the regional and statewide areas follow.
More examples are included in the sections for each AA.

e FBB originated a $4.9 million loan for a 110-unit apartment complex receiving rental
assistance from the Section 8 voucher program in northwest Wisconsin.

e FBB renewed a $1.2 million loan for 50 housing units for affordable housing dedicated for
low- and moderate-income seniors. The residents received Section 8 housing assistance.
The complex is located in Iowa, the broader regional area.

e FBB originated an $8 million working capital line of credit to a construction company that
specializes in adaptive use of schools, churches, hospitals, and factory buildings into
affordable housing units across 14 states. This construction company has received various
accolades for the impact on affordable housing.

e FBB originated a $4.7 million loan to a nonprofit organization formed to provide and
preserve long-term affordable housing units for low- and moderate-income families in the
State of Wisconsin.

INVESTMENT TEST

The Investment Test rating is Outstanding. Performance in the States of Wisconsin and Kansas
support this rating. Overall, the bank has an excellent level of investment and grant activity, an
excellent level of responsiveness to credit and community development needs, and makes extensive
use of innovative and/or complex investments.

Investment and Grant Activity

FBB made an excellent level of qualified community development investments and grants. FBB
made 238 qualified investments and grants totaling $43.3 million during the evaluation period,
which is 1.5 percent of assets, 19.3 percent of securities, and 14.7 percent of equity capital as of
December 31, 2022. Using quarterly averages since the prior evaluation, qualified investments and
grants equal 1.6 percent of average assets, 20.4 percent of average securities, and 17.1 percent of
average equity capital. This level is more than four times the $9.8 million level at the prior
evaluation, which was 0.6 percent of average assets, 5.4 percent of average securities, and 5.2
percent of average equity capital. Examiners compared FBB’s investment and grant performance to
the performance of four similarly-situated banks that are headquartered in Wisconsin. These four
banks’ performance ranged from 0.6 percent to 1.7 percent of average assets, 5.3 percent to 11.3
percent of average securities, and 3.5 percent to 19.2 percent of average equity capital. FBB’s
performance is consistent with or exceeds the top end of these ranges, and is consistent with the
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banks with excellent performance. These comparisons support the conclusion that the bank’s
performance overall is excellent.

The bank’s qualified investments primarily relate to affordable housing, which has been identified
as a critical need throughout the AAs. The investments include mortgage-backed securities, low-
income housing tax credits (LIHTCs), and an affordable housing fund. The community service
category consists of school bonds and qualified donations. The following two tables show the
breakdown of qualified investments and grants by AA and by year. The majority (63.3 percent) of
qualified investments were originated in Wisconsin, with the Madison AA (44.3 percent) and the
KC AA (25.8 percent) having the largest percentages by dollar volume. The bank has excellent
performance in the Madison and the KC AAs, and poor performance in the Milwaukee and
Appleton AAs. Because the Madison and the KC AAs are the most heavily weighted AAs in each
State, overall performance in this criterion is excellent in the States of Wisconsin and Kansas.
Overall performance in this criterion for the bank is excellent.

Qualified Investments by Assessment Area
Assessment Area Affordable Community Economic Revitalize or Totals
Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Madison AA 10 18,777 | 98 387 0 0 0 0 108 | 19,164
Milwaukee AA 1 155 45 651 0 0 0 0 46 806
Appleton AA 0 0 32 101 0 0 0 0 32 101
Statewide WI 8 7,327 0 0 0 0 0 0 8 7,327
Subtotal State of 19 26,259 | 175 1,139 0 0 0 0 194 | 27,398
Wisconsin
KC AA 5 10,083 30 1,058 0 0 0 0 35 11,141
Regional Activities 2 4,687 7 30 0 0 0 0 9 4,717
Total 26 41,029 | 212 | 2,227 0 0 0 0 238 | 43,256
Source: Bank Records

Qualified Investments by Activity Year in All Four Assessment Areas
Activity Year Affordable Community Economic Revitalize or Totals
Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Prior Period 3 2,493 0 0 0 0 0 0 3 2,493
2020 3 5,983 2 1,501 0 0 0 0 5 7,484
2021 7 10,956 0 0 0 0 0 0 7 10,956
2022 13 21,597 0 0 0 0 0 0 13 21,597
Subtotal 26 41,029 2 1,501 0 0 0 0 28 42,530
Qualified Grants & 0 0 210 726 0 0 0 0 210 726
Donations
Total 26 41,029 | 212 2,227 0 0 0 0 238 | 43,256
Source: Bank Records
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Responsiveness to Credit and Community Development Needs

FBB exhibits excellent responsiveness to credit and community development needs, as evidenced
by the following breakdown.

e The affordable housing category includes 14 mortgage-backed securities totaling $24.7
million. The underlying home mortgages are to low- and moderate-income individuals. The
mortgage-backed securities provide liquidity to lenders making affordable housing loans and
enable them to make additional home loans to low- and moderate-income borrowers. Given
that access to affordable housing is a critical need in the AAs, examiners considered these
investments to be responsive to the needs of low- and moderate-income individuals.

e The affordable housing category also includes 11 investments for $15.4 million in LIHTCs
for seven housing projects. Each housing development includes units that are affordable for
low- and moderate-income individuals.

e The affordable housing category includes a $1 million investment in a workforce housing
fund. This fund invested in four housing projects, which are being constructed to provide
346 affordable housing units for low- and moderate-income individuals in the Madison AA.

e The community services category includes two school bonds for $1.5 million, where over 50
percent of students at those schools receive free or reduced lunches. In addition, this
category includes 210 qualified donations for $726,000. During the pandemic, donations
have been particularly responsive to organizations that rely on these contributions to
continue their services that benefit low- and moderate-income individuals.

The bank has excellent responsiveness in the Madison and the KC AAs. Portions of the statewide
and regional investments benefit some or all of the AAs. The bank has adequate responsiveness in
the Milwaukee and Appleton AAs when considering the portions of the statewide and regional
investments that benefit these AAs. Overall performance in this criterion is excellent in Wisconsin
and in Kansas. Overall performance in this criterion for the bank is excellent.

Community Development Initiatives

FBB makes extensive use of innovative and/or complex investments to support community
development initiatives, as evidenced by the investments in LIHTCs totaling $15.4 million. The
vast majority of the LIHTCs ($14.4 million or 93.8 percent) are for affordable housing projects in
the Madison AA, and the remaining $1.0 million (6.2 percent) is for Wisconsin affordable housing
projects outside of the AAs. The excellent performance in the Madison AA carries the greatest
weight and supports overall excellent performance, despite poor performance in the Milwaukee,
Appleton, and KC AAs. Overall performance in this criterion is excellent in Wisconsin, poor in
Kansas, and excellent for the bank.

SERVICE TEST
The Service Test rating is Low Satisfactory. Performance in the States of Wisconsin and Kansas
support this rating. Overall, the bank has adequate delivery systems, did not open or close any

branches, has reasonable business hours and services, and provides a relatively high level of
community development services.
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Accessibility of Delivery Systems

Delivery systems are reasonably accessible to essentially all portions of the AAs. Adequate retail
delivery systems exist in the States of Wisconsin and Kansas, as well as all four AAs. Overall
performance in this criterion is adequate.

FBB has four full service banking offices with one office located in each AA. The main office is
located in Madison in a moderate-income census tract based on 2015 ACS classifications. This
census tract changed to low-income in 2022, based on 2020 U.S. Census data changes. The
Appleton branch office is in an upper-income census tract based on 2015 ACS classifications, and
in a middle-income census tract based on the 2020 U.S. Census. Branch offices in Brookfield,
Wisconsin, and Leawood, Kansas, are located in upper-income census tracts based on both 2015
ACS and 2020 U.S. Census data. Alternative delivery systems include the following.

Loan Production Office — FBB opened a loan production office in May 2020 in Indianapolis,
Indiana, in a moderate-income census tract based on the 2015 ACS classification. This census tract
was unclassified in 2022, as a result of the 2020 U.S. Census data changes. The bank relocated this
office within the same census tract in August 2021. The bank closed the loan production office in a
low-income census tract in Wausau, Wisconsin, in May 2020. Neither loan production office is or
was located in any of the AAs.

Internet Banking — Through the bank’s website, www.firstbusiness.bank, customers can access
various internet-banking services. These services allow customers 24-hour access to transaction
and account information. Customers can review loan and deposit account information, obtain
account histories, make loan payments, pay bills, review account transactions, transfer funds
between accounts, request stop payments, verify deposits, and email the bank. Customers can sign
up for e-Statements and view their periodic statements electronically.

Mobile Banking — FBB offers a free mobile app for smartphones and tablets. Customers can use the
app to view transactions and balances, view check images, make internal transfers, utilize bill pay,
and make mobile deposits. In addition, business customers can approve ACH files, wires, and
positive pay items.

Remote Deposit Capture — This service allows businesses the ability to make deposits at any time
and deposit funds from remote locations into the bank. This web-based solution uses a check
scanner and a personal computer, a smartphone, or an iPad to take images of the checks and
transmit the deposit to the bank. Check images and reports are available for 365 days after the
deposit is made.

Cash Handling Services — FBB’s cash handling services facilitate the cash deposit, ordering, and
reporting process quickly, conveniently, and securely. By working with armored car vendors to
receive deposits and deliver cash orders at vault locations, this service creates a convenient and safe
method for business customers’ needs.

Smart Pay Express — Smart Pay Express is an online payment service, which is mobile and tablet-
friendly. The system allows non-profit organizations and other businesses to securely accept
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donations or collect receivables through a button or link on their websites. The program accepts
payments from checking accounts, savings accounts, credit cards, debit cards, and PayPal. Reports
are generated that can be exported directly into accounting software.

Visa Payroll Cards — FBB offers businesses a solution for electronic payroll. Employees can use
these cards wherever Visa® is accepted.

Lock Box — This service converts receivables to cash for businesses. FBB offers wholesale lockbox
products with custom solutions to provide same-day access to remittance information. Hybrid
Lockbox involves collecting a variety of payment types in a single lockbox, including business-to-
business payments (checks and invoices), consumer-to-business payments (checks with
standardized coupons), and payment types unique to certain industries such as property
management or mortgage payment collection. Business customers mail their payments to a unique
address. Bank employees collect the payments from the post office box and process them.

Social Media — FBB maintains accounts with LinkedIn, Facebook, Twitter, and Instagram. Each
platform allows an opportunity to reach a different market. LinkedIn is utilized to share job-related
information such as employment opportunities. Facebook is primarily used to announce
information for upcoming events, community information, product offerings, and employment
opportunities. Abbreviated versions of the Facebook content are shared via Twitter and Instagram.

Changes in Branch Locations

FBB’s opening and closing of branches have generally not adversely affected the accessibility of its
delivery systems, particularly in low- and moderate-income geographies and/or to low- and
moderate-income individuals. FBB’s record of opening and closing branches is adequate in all
AAs.

FBB has not opened or closed any branch locations since the prior evaluation. In November 2022,
the bank relocated the Brookfield branch to a location less than one mile away, and the location

remained in the same upper-income census tract.

Reasonableness of Business Hours and Services

Business hours and services do not vary in a way that inconveniences portions of the AAs,
particularly low- and moderate-income census tracts and/or individuals. The reasonableness of
services and business hours is adequate in all AAs, rated areas, and overall. Operating hours at all
four banking offices are 8 a.m. to 5 p.m. Monday through Friday. Saturday hours, ATMs, and
drive-up facilities are not offered. Loan officers are present at each banking office.

Community Development Services

FBB provides a relatively high level of community development services. During the evaluation
period, the bank’s directors, officers, and employees participated 2,968.5 hours in 97 community
development service activities. The bank’s level of community development services was

compared to four similarly-situated Wisconsin banks, whose service activities ranged from 21 to
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372 services with 467 to 5,679 hours. Two banks with excellent performance provided over 200
services, one bank with adequate performance provided 49 services, and one bank with poor
performance provided 21 services. FBB’s levels both by number of services and by hours are
within the range of those with excellent performance and adequate performance. This comparison

supports the overall conclusion of good performance.

Community development services decreased from 186 activities to 97 activities and from 5,697
hours to 2,968.5 hours since the prior evaluation due to challenges relating to the pandemic and
changes in bank personnel. Community development services consist of activities to enhance
affordable housing for low- and moderate-income individuals, community services targeted to low-
and moderate-income individuals, and economic development of small businesses. The majority of
the services include bank directors and employees who serve as board, committee members, or as
treasurers of organizations that provide services to low- and moderate-income individuals.

The following tables summarize the bank’s community development service activity since the
previous evaluation by AA and purpose and by year and purpose. When bank employees serve on
boards and committees involving ongoing participation in meetings and activities, the service is
reflected as one activity per year.

Community Development Services by Assessment Area

Affordable Community Economic Revitalize or Totals
Assessment Area Housing Services Development Stabilize
. 4 38 0 0 42
Madison AA 118 hours 964.5 hours 1,082.5 hours
. 2 26 0 0 28
Milwaukee AA 90 hours 1,016 hours 1,106 hours
1 8 2 0 11
Appleton AA 9 hours 307.5 hours 70 hours 386.5 hours
. 0 4 1 0 5
Statewide WI 222 hours 10 hours 232 hours
0 4 7 0 11
KCAA 47 hours 114.5 hours 161.5 hours
Total 7 80 10 0 97
217 hours 2,557 hours 194.5 hours 2,968.5 hours
Source: Bank Records
Community Development Services by Year
Affordable Community Economic Revitalize or Totals
Activity Year Housing Services Development Stabilize
2020 3 36 6 0 45
63 hours 1,110 hours 115 hours 1,288 hours
2021 3 23 2 0 28
145 hours 872.5 hours 32 hours 1,050 hours
2022 1 21 2 0 24
9 hours 574.5 hours 47.5 hours 631 hours
Total 7 80 10 0 97
217 hours 2,557 hours 194.5 hours 2,968.5 hours

Source: Bank Records
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As shown in the following table, the vast majority (88.7 percent by number and 94.6 percent by
hours) of community development services were provided in Wisconsin. Of the 244 average
number of bank employees over the three prior year-ends, 82.4 percent are employees in the
Wisconsin branches. The remaining community development services (11.3 percent by number and
5.4 percent by hours) were provided in the KC AA. The percentage of employees in the KC AA is
17.2 percent. This comparison of community development services with bank employment
supports the conclusion of good performance in the State of Wisconsin and adequate performance
in the State of Kansas, with overall good performance. Using this same comparison, performance is
adequate in the Madison AA and excellent in the Milwaukee and Appleton AAs.

Assessment Average # of Community
g Employees (%) Development Services Performance Conclusion
Area Employees (# / Hours)

Madison AA 151 61.9% 43.3% 36.5% Adequate
Milwaukee AA 40 16.4% 28.9% 37.3% Excellent
Appleton AA 11 4.5% 11.3% 7.8% Excellent
Statewide WI - - 5.2% 7.8% -
Subtotal WI 202 82.8% 88.7% 94.6% Good
KC AA 42 17.2% 11.3% 5.4% Adequate
Total 244 100.0% 100.0% 100.0% Good
Source: Bank Records

The following are examples of community development services provided by the bank. Additional
examples are included under the individual AAs.

e FBB is a strong supporter of the United Way. In each AA, the local chapter of United Way
provides 50 percent or more of its services to low- and moderate-income individuals.
Management encourages employee involvement, and 22 of the 97 services are related to
various chapters of the United Way in Wisconsin and Kansas.

e Services outside of the AAs but within the State of Wisconsin include serving on the board
of a food pantry and serving on the board of a United Way chapter.

Although not reflected in the tables above, FBB facilitates donations that benefit low- and
moderate-income individuals and offers accounts where the earned interest is used for purposes that
benefit low- and moderate-income individuals.

e Due to FBB’s strong relationship with the United Way, the bank facilitates employee
donations via their paycheck system as part of the United Way’s annual fundraising efforts
for each chapter. Over 100 employees have donated to the United Way each year of the
evaluation period. Most recently in 2022, 181 employees donated to the United Way.

e FBB offers the Interest on Lawyer Trust Accounts (IOLTAs). These accounts are a unique
and innovative way to improve our justice system and increase access to justice for
individuals and families living in poverty. The earned interest on certain lawyer trust
accounts, together with state and federal appropriations and private grants and donations,
enable nonprofit legal aid providers to help low-income people with civil legal matters such
as landlord/tenant issues, child custody disputes, and advocacy for those with disabilities.
During the evaluation period, the bank has opened and maintained 13 IOLTAs.

e FBB offers the Interest Bearing Real Estate Trust Accounts (IBRETAs). Wisconsin statutes
require real estate brokers to establish trust accounts for the deposit of funds related to the
conveyance of real estate. Banks remit the interest from the IBRETA accounts to the State.

17



The Department of Administration's Division of Housing uses these funds to augment
existing emergency and transitional homeless programs. The interest collected partially
funds grants to organizations that provide shelter or services to homeless individuals and
families throughout the State. During the evaluation period, FBB opened and maintained
eight IBRETAs.

DISCRIMINATORY OR OTHER ILLEGAL CREDIT PRACTICES REVIEW

Examiners did not identify any evidence of discriminatory or other illegal credit practices;
therefore, this consideration did not affect the institution’s overall CRA rating.
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STATE OF WISCONSIN

CRA RATING FOR STATE OF WISCONSIN: SATISFACTORY

The Lending Test is rated: Low Satisfactory
The Investment Test is rated: Qutstanding
The Service Test is rated: Low Satisfactory

DESCRIPTION OF INSTITUTION’S OPERATIONS IN THE STATE OF
WISCONSIN

FBB has three AAs in the State of Wisconsin with the Madison and Milwaukee AAs carrying the
most weight. The Madison AA carries slightly more weight than the Milwaukee AA due to a
greater volume of deposits and community development activities. Performance in the Appleton
AA has minimal impact on the rating due to the lower volume of deposits, loans, and community
development activities.

SCOPE OF EVALUATION - STATE OF WISCONSIN

Refer to the overall Scope of Evaluation for information concerning the State of Wisconsin.

CONCLUSIONS ON PERFORMANCE CRITERIA IN THE STATE OF
WISCONSIN

LENDING TEST

The Lending Test rating is Low Satisfactory as the bank demonstrates adequate responsiveness to
credit needs of the AAs. Overall, lending levels are good, and the geographic distribution of small
business loans is adequate. The bank made an adequate level of community development loans and
makes limited use of innovative and/or flexible lending practices in order to serve credit needs in all
three Wisconsin AAs. However, lending to businesses of different sizes is poor.

Lending Activity

Lending levels reflect good responsiveness to credit needs in the Wisconsin AAs. FBB has
excellent performance in the Madison AA and good performance in the Milwaukee and Appleton
AAs. More details are provided in the individual AAs.

Geographic Distribution

The geographic distribution of loans reflects adequate penetration throughout the Wisconsin AAs.
Performance in low- and moderate-income census tracts is good in the Madison AA, adequate in the
Appleton AA, and poor in the Milwaukee AA. Performance in the Appleton AA improved from
poor performance at the prior evaluation.
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Borrower Profile

The distribution of loans to borrowers reflects, given the product lines offered by the institution,
poor penetration among business customers of different sizes. Performance to businesses with
revenues of $1 million or less is poor in the Madison and Appleton AAs, and very poor in the
Milwaukee AA. Performance is consistently and significantly below demographic and aggregate
data in all three AAs. Some improvement was noted in the Madison AA, which improved from
very poor at the prior evaluation.

Innovative and/or Flexible Lending Practices

FBB makes limited use of innovative and/or flexible lending practices in order to serve credit needs
in the Wisconsin AAs. This conclusion is supported by the adequate performance in the three
Wisconsin AAs. The activity in these loan programs is commensurate with the level of deposits and
loans in each AA in Wisconsin.

Innovative and/or Flexible Lending Programs in the State of Wisconsin
Program 2020 2021 2022 Total

# $000s # $000s # $000s # $000s
SBA (PPP) 402 215,383 193 40,680 NA NA 595 256,063
SBA (non-PPP) 7 6,972 8 3,759 5 7,714 20 18,445
Small Ticket Business 10 895 11 695 17 2,176 38 3,766
Loan Program
Total 419 223,250 212 45,134 22 9,890 653 278,274
Source: Bank Records, NA = Program not available.

Community Development L.oans

FBB made an adequate level of community development loans in the Wisconsin AAs. The bank
originated 65 community development loans in Wisconsin, representing 85.5 percent of activity.
Small business loans range from 82.8 percent to 90.1 percent in the three Wisconsin AAs,
depending upon the year. This comparison supports the conclusion that FBB’s performance is
adequate in the State of Wisconsin. This conclusion is also supported by a good level in the
Madison AA, an adequate level in the Appleton AA, and a poor level in the Milwaukee AA. The
following table details the bank’s community development loans in Wisconsin by year.

Community Development Loans in the State of Wisconsin

Activity Year Affordable Community Economic Revitalize or Totals
Housing Services Development Stabilize
# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
2020 7 22,877 4 3,644 7 307 1 4,240 19 31,068
2021 8 18,901 10 5,143 9 14,141 0 0 27 38,185
2022 3 9,219 9 4,649 7 7,215 0 0 19 21,083
Total 18 50,997 23 13,436 23 21,663 1 4,240 65 90,336

Source: Bank Records
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INVESTMENT TEST

The Investment Test rating is Outstanding. The bank has an excellent level of investment and grant
activity and an excellent level of responsiveness to credit and community development needs. The
bank makes extensive use of innovative and/or complex investments primarily in the Madison AA,
which carries the greatest weight. The bank does not use innovative and/or complex investments in
the Milwaukee and Appleton AAs.

Investment and Grant Activity

FBB made an excellent level of qualified community development investments and grants in the
State of Wisconsin, as reflected in the following table. FBB’s performance in the Madison AA is
excellent, and performance in the Milwaukee and Appleton AAs is poor.

Qualified Investments in the State of Wisconsin

Activity Year Affordable Community Economic Revitalize or Totals
Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Prior Period 3 2,493 0 0 0 0 0 0 3 2,493
2020 1 1,000 1 466 0 0 0 0 2 1,466
2021 5 5,365 0 0 0 0 0 0 5 5,365
2022 10 17,401 0 0 0 0 0 0 10 17,401
Subtotal 19 26,259 1 466 0 0 0 0 20 26,725
Qualified Grants & 0 0 174 673 0 0 0 0 174 673
Donations
Total 19 26,259 | 175 1,139 0 0 0 0 194 | 27,398

Source: Bank Records

Responsiveness to Credit and Community Development Needs

FBB exhibits excellent responsiveness to credit and community development needs in the State of
Wisconsin, as evidenced by the following breakdown.

e The affordable housing category includes seven mortgage-backed securities totaling $9.9
million, which are secured by home mortgage loans to low- and moderate-income
individuals in Wisconsin. Mortgage-backed securities provide liquidity to lenders making
affordable housing loans and enable them to make additional home loans to low- and
moderate-income borrowers. Given that access to affordable housing is a critical need in the
Wisconsin AAs, examiners considered these investments to be responsive to the needs of
low- and moderate-income families.

e The affordable housing category also includes 11 investments for $15.4 million in LIHTCs
for seven housing projects in Wisconsin. Each housing development includes units that are
affordable for low- and moderate-income individuals.

e Lastly, the affordable housing category includes a $1 million investment in a workforce
housing fund. This fund invested in four housing projects, which are being constructed to
provide 346 affordable housing units for low- and moderate-income individuals in the
Madison AA.
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e The community services category includes a school bond for $466,000, where over 50
percent of students at those schools receive free or reduced lunches. In addition, this
category includes 174 qualified donations for $673,000. During the pandemic, donations
have been particularly responsive to organizations that rely on these contributions to
continue their services that benefit low- and moderate-income individuals.

The bank has excellent responsiveness in the Madison AA. Portions of the statewide and regional
investments benefit some or all of the AAs. The bank has adequate responsiveness in the
Milwaukee and Appleton AAs when considering the portions of the statewide and regional
investments that benefit these AAs. Overall performance in this criterion is excellent in Wisconsin.

Community Development Initiatives

FBB makes extensive use of innovative and/or complex investments to support community
development initiatives, as evidenced by the investments in LIHTCs totaling $15.4 million. The
vast majority of the LIHTCs ($14.4 million or 93.5 percent) are for affordable housing projects in
the Madison AA, and the remaining $1.0 million (6.5 percent) is for Wisconsin affordable housing
projects outside of the AAs. The bank has excellent performance in the Madison AA, and poor
performance in the Milwaukee and Appleton AAs. Overall performance in this criterion is
excellent in Wisconsin.

SERVICE TEST
The Service Test rating is Low Satisfactory in the State of Wisconsin. The bank has adequate
delivery systems, did not open or close any branches, and has reasonable business hours and

services. The bank provides a relatively high level of community development services.

Accessibility of Delivery Systems

Delivery systems are reasonably accessible to essentially all portions of the Wisconsin AAs. FBB
has one full service banking office in each AA. The main office is located in Madison in a
moderate-income census tract based on 2015 ACS classifications. This census tract changed to
low-income in 2022, when classifications began using 2020 U.S. Census data. The Brookfield
branch office is in an upper-income census tract based on both 2015 ACS and 2020 U.S. Census
data. The Appleton branch office is in an upper-income census tract based on 2015 ACS
classifications, and in a middle-income census tract based on the 2020 U.S. Census. A summary of
alternative delivery systems is included in the overall section.

Changes in Branch Locations

FBB’s opening and closing of branches has generally not adversely affected the accessibility of its
delivery systems, particularly in low- and moderate-income geographies and/or to low- and
moderate-income individuals. FBB has not opened or closed any branch locations since the prior
evaluation. In November 2022, the bank relocated the Brookfield branch to a location less than one
mile away, and the location remained in the same upper-income census tract.
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Reasonableness of Business Hours and Services

Business hours and services do not vary in a way that inconveniences portions of the Wisconsin
AAs, particularly low- and moderate-income census tracts and/or individuals. The reasonableness
of services and business hours is adequate in all Wisconsin AAs. Operating hours at all three
Wisconsin banking offices are 8 a.m. to 5 p.m. Monday through Friday. Saturday hours, ATMs,
and drive-up facilities are not offered. Loan officers are present at each banking office.

Community Development Services

FBB provided a relatively high level of community development services in the State of Wisconsin.
This conclusion is supported by adequate performance in the Madison AA, and excellent
performance in the Milwaukee and the Appleton AAs. The overall section contains support for
these conclusions by comparing the level of services with the level of bank employment in each
AA. The majority of the services consist of bank directors and employees who serve as board and
committee members of non-profit organizations that provide services to low- and moderate-income
individuals. The following table shows the community development services in Wisconsin by year

and by purpose, both by number of services and by hours.

Community Development Services in the State of Wisconsin
Affordable Community Economic Revitalize or Totals
Activity Year Housing Services Development Stabilize
2020 3 32 2 0 37
63 hours 1,063 hours 40 hours 1,166 hours
2021 3 23 0 0 26
145 hours 872.5 hours 1,017.5 hours
2022 1 21 1 0 23
9 hours 574.5 hours 40 hours 623.5 hours
Total 7 76 3 0 86
217 hours 2,510 hours 80 hours 2,807 hours
Source: Bank data

MADISON AA - Full-Scope Review

DESCRIPTION OF INSTITUTION’S OPERATIONS - MADISON AA

The Madison AA is in southcentral Wisconsin and consists of one of the four counties in the
Madison MSA. The main office in Madison is the only banking office in this AA.

Economic and Demographic Data

The Madison AA includes all census tracts in Dane County. Based on 2015 ACS, there were 107
census tracts as follows:

e 4 low-income census tracts,

e 17 moderate-income census tracts,
e 51 middle-income census tracts,
e 29 upper-income census tracts, and
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e 6 census tracts with no income designation.

The number of census tracts based on the 2020 U.S. Census is 125, an increase of 18 census tracts
with one additional low-income census tract and one additional moderate-income census tract, as

follows:

e 5 low-income census tracts,

e 18 moderate-income census tracts,
e 61 middle-income census tracts,

e 34 upper-income census tracts, and
e 7 census tracts with no income designation.

The low- and moderate-income census tracts are primarily located in Madison. The main office is
located in Madison in a moderate-income census tract based on the 2015 ACS and in a low-income
census tract based on the 2020 U.S. Census. The following table illustrates select demographic
characteristics of the AA based on the 2020 U.S. Census.

Demographic Information of the Madison AA

Demographic Characteristics # 0}; oov;' " M(;)dztf‘z:#te lgjc::}l; (gopgfe ; 0/1:1:: 4
Geographies (Census Tracts) 125 4.0 14.4 48.8 27.2 5.6
Population by Geography 561,504 4.0 12.8 51.0 28.0 4.1
Housing Units by Geography 236,202 3.7 14.5 52.1 26.7 2.9
Owner-Occupied Units by Geography 133,695 0.9 10.2 57.8 31.0 0.2
Occupied Rental Units by Geography 92,905 7.3 20.7 44.3 21.1 6.6
Vacant Units by Geography 9,602 8.7 15.5 47.5 22.7 5.5
Businesses by Geography 50,098 5.1 12.5 50.3 28.5 3.6
Farms by Geography 1,972 1.6 5.9 67.2 24.8 0.5
Family Distribution by Income Level 125,826 17.1 17.9 23.3 41.7 0.0
Median Family Income MSA - 31540 Madison, $97,334|Median Housing Value $274,332
WI MSA

Median Gross Rent $1,131
Families Below Poverty Level 5.0%

Source: 2020 U.S. Census and 2022 D&B Data. Due to rounding, totals may not equal 100.0%.
(*) The NA category consists of geographies that have not been assigned an income classification.

There are 236,202 housing units in the AA, with 56.6 percent owner-occupied, 39.3 percent

occupied rental, and 4.1 percent vacant. Type of housing is 68.4 percent 1-4 family, 30.7 percent
multifamily (five or more units), and 0.9 percent mobile homes. This data provides insight into the

potential credit needs and opportunities for various types of residential lending.

According to December 2022 economic information from Moody’s Analytics, business cycles are
categorized into In Recession, Recovery, Mid-Expansion, Late Expansion, and At Risk. The
Madison MSA’s business cycle status is At Risk. Job growth continues to be strong in the digital
health and biotechnology industry, as well as state and local government. Enrollments at the
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University of Wisconsin in Madison have increased, which positively affects the retail trade and the
leisure/hospitality sectors. Nearly half of residents over age 25 have at least a bachelor’s degree,
placing Madison among the 25 metropolitan areas nationally with the highest educational
attainment. Healthcare wages and benefits continue to rise to attract new workers to fill the nearly
3,500 vacancies in healthcare in the Madison area, particularly at hospitals and nursing homes.

Strengths of the area include the University of Wisconsin in Madison and the well-educated
workforce, the large and growing cluster of technology-based companies, and high per capita
income and quality of life. Weaknesses include high inflation and exposure to fading
manufacturers.

The economic drivers of the area include the fact that Madison is the state capital, a financial center,
and strong in high technology. Top employers with over 5,000 employees include the University of
Wisconsin in Madison and Epic Systems Corporation (healthcare software company). Global
demand for electronic health products, such as the electronic medical records management software
produced by Epic Systems Corporation, continues to soar as hospitals upgrade and further automate
their systems. The largest employment sectors are government (21.5 percent), professional and
business services (13.1 percent), education and health services (12.7 percent), retail trade (9.7
percent), and manufacturing (9.4 percent).

Home sales prices rose over the evaluation period, as shown in the following table. Home sales
prices in Dane County exceed the state level. The number of home sales had been increasing each
year until a decline occurred in 2022. Specifically, Dane County had 9,015 home sales in 2021 and
7,708 in 2022. The same trend occurred statewide.

Median Home Sales Price

Area 2020 2021 2022
Dane County 315,625 351,000 385,000
State of Wisconsin | 220,000 240,000 | 264,600

Source: Wisconsin Realtors Association

Unemployment rates increased during the evaluation period due to economic struggles brought
about by COVID-19, and then improved to pre-pandemic levels. The unemployment rate in Dane
County was consistently below state and national levels. See the following table for specific
unemployment rates.

Area Average 2020 | Average 2021 | Average 2022
% % %
Dane County 4.8 2.8 2.2
State of Wisconsin 6.4 3.8 2.9
National Average 8.1 5.3 3.6
Source: U.S. Bureau of Labor Statistics
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Competition

The bank operates in a highly competitive environment. The AA is served by 34 FDIC-insured
financial entities operating out of 137 banking offices with $23.2 billion in deposits as of June 30,
2022, according to the FDIC Division of Research and Statistics. FBB ranked 6" with a deposit
market share of 5.6 percent. Four of the five institutions that rank above FBB have a strong
regional or national presence and are not considered local community banks.

Moderate competition is present in small business lending. According to 2021 CRA data, 106
financial institutions reported 10,435 small business loans in the Madison AA. FBB ranked 10™,
reporting a market share of 2.6 percent by number of loans and 15.2 percent by dollar volume. The
top three lenders are JPMorgan Chase Bank NA, US Bank NA, and American Express NA,
representing 44.5 percent of the market share by number of loans.

Community Contacts

As part of the evaluation process, examiners use information obtained from third parties active in
the AA to assist in identifying the credit and community development needs and opportunities.
This information helps determine whether local financial institutions are responsive to those needs.
Examiners utilized information obtained in a previously conducted interview with a community
contact serving the AA. Specifically, the contact specializes in economic development and serves
Dane County as well as some adjacent counties.

The contact indicated the pandemic caused a larger population of low- and moderate-income
individuals in the communities. Many companies laid off employees, particularly in the food and
beverage and hospitality sectors. Since returning to pre-pandemic economic status, many
companies that had laid off workers are now struggling to find employees to rehire. The contact
stated that several displaced employees gained additional training, and obtained employment in
other industries, such as the logistics industry.

The contact stated that some of the issues that continue to be problematic in these counties are
affordable housing, affordable childcare, and infrastructure, such as broadband and fiber optics in
the rural areas. The contact stated that not only was housing a struggle for low- and moderate-
income individuals, but for workforce housing, indicating impacts to entry-level nurses and
teachers. Childcare, particularly for late-shift employees, is difficult to find in these areas, and
when it is available, it is often very expensive. With so many businesses continuing to allow
employees work-from-home options, there is a need to expand telecommunication options in the
rural areas to improve connectivity access. The contact further stated that there are several
opportunities in the AA for banks to become involved in new business start-ups, particularly using
SBA 504 Program funding, as well as providing gap funding along-side area CRA funding projects.
According to the contact, most financial institutions serving the areas are responsive to the needs of
the community. For example, many financial institutions provided SBA PPP loans during the
pandemic; however, many lack creativity to meet additional needs.
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Credit and Community Development Needs and Opportunities

Considering information from the community contact and from bank management, as well as
demographic and economic data, examiners determined that there are ongoing credit and
community development needs for affordable housing, small businesses (including start-up and
expansion business financing programs), and infrastructure. The community contact, median
housing values, and rental costs for the area support the need for more affordable housing. The
significant percentage of businesses with revenues of $1 million or less (94.8 percent of businesses
reporting revenue information) and the large number of businesses with four or fewer employees
(63.0 percent) support the need for small business lending. The COVID-19 pandemic and related
impacts to the area support the need for more flexible business lending programs and the expansion
of telecommunication and broadband options. Furthermore, as indicated by the community contact
and as shown by the demographic and economic data, both loans and investments are needed for
affordable housing and economic development.

CONCLUSIONS ON PERFORMANCE CRITERIA IN THE MADISON AA
LENDING TEST
Lending activity is excellent. The geographic distribution of loans and the level of community
development loans are good. Innovative and/or flexible lending practices are adequate. However,

lending to businesses of different sizes is poor.

Lending Activity

The bank’s lending levels reflect excellent responsiveness to the credit needs in the Madison AA.
FBB originated 355 small business loans in 2020, 239 loans in 2021, and 120 loans in 2022. As a
percentage of all small business loans in the AAs, FBB made 44.4 percent by number of loans in
this AA in 2020, 29.0 percent in 2021, and 32.9 percent in 2022. FBB ranked 2" out of 106 lenders
with 15.2 percent loan market share in 2021 by dollar volume of loans. This loan ranking exceeds
FBB’s deposit ranking, as FBB ranked 6™ out of 34 financial institutions as of June 30, 2022.
FBB’s loan market share is nearly three times the deposit market share of 5.6 percent.

Geographic Distribution

The geographic distribution of loans reflects good penetration throughout the Madison AA. The
bank’s performance in the low-income census tracts was slightly below aggregate and demographic
data in 2020, slightly above aggregate and in line with demographic data in 2021, and significantly
above demographic data in 2022. The main office was located in a moderate-income census tract,
and the classification of this census tract changed to low-income in 2022, likely explaining the
significant increase in performance in 2022. In the moderate-income census tracts, the bank’s
performance was significantly above aggregate and demographic data for all three years. FBB has
good performance in making small business loans in the low- and moderate-income census tracts in
the Madison AA.
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Geographic Distribution of Small Business Loans in the Madison AA

Aggregate
Tract Income Level % of Businesses| Performance # % $(000s) %
% of #
Low
2020 2.4 1.9 5 1.4 1,538 1.5
2021 2.5 1.8 6 2.5 913 1.3
2022 5.1 -- 13 10.8 5,944 11.7
Moderate
2020 13.4 14.2 80 22.5 24,007 22.8
2021 13.3 12.6 48 20.1 14,105 19.9
2022 12.5 -- 24 20.0 10,514 20.7
Middle
2020 48.6 48.1 139 39.2 40,312 38.3
2021 49.0 49.6 96 40.2 30,678 433
2022 50.3 -- 52 433 21,381 42.1
Upper
2020 333 34.1 127 35.8 38,313 36.4
2021 33.0 34.4 82 343 22,767 32.1
2022 28.5 -- 29 24.2 12,299 24.2
Not Available
2020 2.3 1.8 4 1.1 1,092 1.0
2021 2.2 1.6 7 2.9 2,456 3.5
2022 3.6 -- 2 1.7 650 1.3
Totals
2020 100.0 100.0 355 100.0 105,262 100.0
2021 100.0 100.0 239 100.0 70,919 100.0
2022 100.0 100.0 120 100.0 50,788 100.0

Source: 2020 & 2021 D&B Data; Bank Data; 2020 & 2021 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%.

Borrower Profile

The distribution of loans to borrowers reflects, given the product lines offered by the institution,
poor penetration among business customers of different sizes. Performance to businesses with
revenues of $1 million or less in the Madison AA is below demographic and aggregate data. In
2020, the bank reported a substantial number of loans where there was no revenue information
available, which can skew the analysis. If these loans are excluded, the 2020 performance improves
to 23.1 percent. However, this performance remains significantly below demographic and
aggregate data. Performance at the prior evaluation in this AA was very poor at 16.9 percent in
2017, 18.8 percent in 2018, and 21.0 percent in 2019. Performance has improved from very poor at
the prior evaluation to poor at the current evaluation.
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Distribution of Small Business Loans by Gross Annual Revenue Category in the Madison AA
% of Aggregate
Gross Revenue Level Businesses Perf/ormance # % $(000s) %
o of #

<=$1,000,000
2020 82.2 38.7 31 8.7 11,041 10.5
2021 82.1 51.0 101 423 18,623 26.3
2022 85.8 -- 31 25.8 14,134 27.8

>$1,000,000
2020 6.2 -- 103 29.0 41,325 393
2021 6.1 -- 107 44.8 42,024 59.3
2022 4.7 -- 80 66.7 34,257 67.5

Revenue Not Available
2020 11.6 -- 221 62.3 52,896 50.3
2021 11.8 -- 31 13.0 10,272 14.5
2022 9.5 -- 9 7.5 2,397 4.7

Totals
2020 100.0 100.0 355 100.0 105,262 100.0
2021 100.0 100.0 239 100.0 70,919 100.0
2022 100.0 100.0 120 100.0 50,788 100.0

Source: 2020, 2021, & 2022 D&B Data; Bank Data; 2020 & 2021 CRA Aggregate Data; "--" data not available.
Due to rounding, totals may not equal 100.0%.

Innovative and/or Flexible Lending Practices

FBB makes limited use of innovative and/or flexible lending practices in order to serve credit needs
in the Madison AA. The bank offers a few innovative or flexible loan programs which provide
credit to small businesses that may not have otherwise qualified for traditional bank financing.
Under these programs, the bank funded 377 loans totaling $173.1 million in the Madison AA in
2020, 2021, and 2022. The bank made 44.6 percent of the dollar volume of innovative and/or
flexible loans in this AA, which is commensurate with the 29.0 percent to 44.4 percent of small
business loans made in this AA, depending upon the year, and the 68.8 percent of deposits in this
AA. The following table details these innovative and/or flexible loan originations by type and year.

Innovative and/or Flexible Lending Programs in the Madison AA

Program 2020 2021 2022 Total
# $000s # $000s # $000s # $000s
SBA (PPP) 242 142,986 114 22,795 NA NA 356 165,781
SBA (non-PPP) 3 3,467 0 0 1 2,146 4 5,613
Small Ticket Business 6 695 7 702 4 307 17 1,704
Loan Program
Total 251 147,148 121 23,497 5 2,453 377 173,098

Source: Bank Records, NA = Program not available.
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Community Development L.oans

FBB made a relatively high level of community development loans. As shown in the following
table, the bank originated $33.7 million in community development loans during the evaluation
period. Of the 65 community development loans in Wisconsin, the bank made 37 (56.9 percent) in
the Madison AA. Of the small business loans in Wisconsin, the bank originated 32.3 percent to
53.6 percent in this AA, depending upon the year. The bank’s level of community development
loans exceeds the level of small business loans, which supports the conclusion of good
performance.

Community Development Loans in the Madison AA
Affordable Community Economic Revitalize or Totals

Activity Year Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
2020 1 5,640 1 250 7 307 0 0 9 6,197
2021 4 10,863 6 1,599 8 10,293 0 0 18 22,756
2022 0 0 5 2,606 5 2,187 0 0 10 4,792
Total 5 16,503 12 4,455 20 12,787 0 0 37 33,745
Source: Bank Records

Notable examples of community development loans in the Madison AA follow:

e FBB originated a $1.3 million loan for a housing project consisting of 68 Section 8 rental
assistance units and 4 Rural Development rental assistance units.

e FBB originated a $5.6 million loan for an affordable housing complex with rental income limits
restricted to support housing for primarily low- and moderate-income tenants.

e FBB refinanced a $1.5 million loan for two residential properties located in Madison and
Middleton for low- and moderate-income tenants.

e FBB provided a $1.3 million loan to a corporation for developing a 68-unit project with low-
income housing tax credits in Madison. All units having income restrictions.

e FBB provided two loans under the SBA 504 program in the amounts of $2.1 million and $2.7
million to purchase and improve real estate for a welding and soldering manufacturer and for the
equipment installation at the business.

INVESTMENT TEST
FBB has an excellent level of investment and grant activity, exhibits excellent responsiveness to
credit and community development needs, and makes extensive use of innovative and/or complex

investments to support community development initiatives in the Madison AA.

Investment and Grant Activity

FBB made an excellent level of qualified community development investments and grants in the
Madison AA, as reflected in the following table. FBB made 108 qualified investments and
donations totaling $19.2 million in this AA. This is four times the $4.8 million level at the prior
evaluation, and equates to 44.3 percent of total investments and donations. In addition, the
statewide and regional investments include mortgage-backed securities with $3.1 million in home
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mortgage loans in the Madison AA. Considering this activity, the $22.3 million level equates to
51.4 percent of total investments and donations. Both percentages are below the 68.8 percent of
deposits as of June 30, 2022, but match or exceed the top range of the 29.0 percent to 44.4 percent
of small business loans in the AA, depending upon the year. FBB’s performance in the Madison
AA is excellent, as the level is commensurate with the level of loans.

Qualified Investments in the Madison AA
Activity Year Affordable Community Economic Revitalize or Totals
Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Prior Period 1 2,007 0 0 0 0 0 0 1 2,007
2020 1 1,000 0 0 0 0 0 0 1 1,000
2021 3 4,410 0 0 0 0 0 0 3 4,410
2022 5 11,360 0 0 0 0 0 0 5 11,360
Subtotal 10 18,777 0 0 0 0 0 0 10 18,777
Qualified Grants & 0 0 98 387 0 0 0 0 98 387
Donations
Total 10 18,777 98 387 0 0 0 0 108 | 19,164
Source: Bank Records

Responsiveness to Credit and Community Development Needs

FBB exhibits excellent responsiveness to credit and community development needs in the Madison
AA. The following examples support this conclusion.

The affordable housing category includes two mortgage-backed securities totaling $3.8
million, which are secured by home mortgage loans to low- and moderate-income
individuals in the Madison AA. In addition, the statewide and regional investments include
mortgage-backed securities with $3.1 million in home mortgage loans in the Madison AA.
These investments are responsive to the affordable housing needs identified in the AA.

The affordable housing category also includes seven investments for $14.0 million in
LIHTCs for five housing projects in the Madison AA. Each housing development includes
units that are affordable for low- and moderate-income individuals.

The affordable housing category includes a $1 million investment in a workforce housing
fund. This fund invested in four housing projects, which are being constructed to provide
346 affordable housing units for low- and moderate-income individuals in the Madison AA.
The community services category includes 98 qualified donations for $387,000, which have
been particularly responsive to organizations serving low- and moderate-income individuals
during the pandemic.

Community Development Initiatives

FBB makes extensive use of innovative and/or complex investments to support community
development initiatives, as evidenced by the investments in LIHTCs totaling $14.4 million in the
Madison AA. The vast majority (93.8 percent) of LIHTCs are in this AA. The bank has excellent
performance in the Madison AA.
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SERVICE TEST

Accessibility of delivery systems, reasonableness of business hours and services, and community
development services are adequate in the Madison AA.

Accessibility of Delivery Systems

Delivery systems are reasonably accessible to essentially all portions of the Madison AA. FBB’s
main office is located in Madison in a moderate-income census tract based on 2015 ACS
classifications. This census tract changed to low-income in 2022, when classifications began using
2020 U.S. Census data. Alternative delivery systems are summarized in the overall section.

Changes in Branch Locations

FBB did not open or close any offices in the Madison AA during the evaluation period.

Reasonableness of Business Hours and Services

Business hours and services do not vary in a way that inconveniences portions of the Madison AA,
particularly low- and moderate-income census tracts and/or individuals. FBB’s operating hours are
consistent with its other branches and relatively comparable to other financial institutions operating
in the area.

Community Development Services

FBB provided an adequate level of community development services in the Madison AA. The
overall section contains support for this conclusion by comparing the level of services with the level
of bank employment in each AA. The bank spent 1,082.5 hours providing 42 community
development services during the evaluation period. The following table shows the community
development services in Madison AA by year and by purpose, including both number of services
and hours spent. The majority of the services consist of bank directors and employees who serve as
board and committee members of non-profit organizations that provide services to low- and
moderate-income individuals.

Community Development Services in the Madison AA
Affordable Community Economic Revitalize or Totals
Activity Year Housing Services Development Stabilize
2 18 0 0 20
2020 23 hours 456 hours 479 hours
2021 2 11 0 0 13
95 hours 320.5 hours 415.5 hours
0 9 0 0 9
2022 188 hours 188 hours
Total 4 38 0 0 42
118 hours 964.5 hours 1,082.5 hours
Source: Bank data

Notable examples of the community development services in the Madison AA follow:
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e Two employees are on a committee for an organization that develops workforce housing for
low- and moderate-income individuals.

e A bank employee works as a Volunteer Income Tax Assistant for completing tax returns
free of charge for low- and moderate-income individuals.

e A bank employee is on the board of an organization that provides services to low- and
moderate-income individuals, including people without housing.

MILWAUKEE AA - Full-Scope Review

DESCRIPTION OF INSTITUTION’S OPERATIONS - MILWAUKEE AA

The Milwaukee AA is in southeastern Wisconsin and consists of two of the four counties in the
Milwaukee-Waukesha MSA. The branch office in Brookfield is the only banking office in this AA.

Economic and Demographic Data

The Milwaukee AA includes all census tracts in Milwaukee and Waukesha Counties. Based on
2015 ACS, there were 384 census tracts as follows:
e 99 low-income census tracts,
68 moderate-income census tracts,
111 middle-income census tracts,
104 upper-income census tracts, and
2 census tracts with no income designation.

The number of census tracts based on the 2020 U.S. Census is 400. This is an increase of 16 census
tracts with 18 fewer low-income census tracts and 11 more moderate-income census tracts, as
follows:

e 81 low-income census tracts,

e 79 moderate-income census tracts,

e 121 middle-income census tracts,

e 110 upper-income census tracts, and

e 9 census tracts with no income designation.

The low- and moderate-income census tracts are primarily located in the City of Milwaukee. The
branch office is located in an upper-income census tract in Brookfield in Waukesha County. The
following table illustrates select demographic characteristics of the AA based on the 2020 U.S.
Census.
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Demographic Information of the Milwaukee AA
Demographic Characteristics # 0/10‘ OOV; 4 M;}:l :a)l;:#te l},/j:(::?; (l,jopff ; o/ljﬁ: 4
Geographies (Census Tracts) 400 20.3 19.8 30.3 27.5 2.3
Population by Geography 1,346,467 15.0 18.2 32.0 33.6 1.2
Housing Units by Geography 586,013 14.8 18.7 33.6 31.8 1.1
Owner-Occupied Units by Geography 310,203 6.7 14.7 35.8 42.6 0.2
Occupied Rental Units by Geography 233,280 22.6 24.0 324 19.1 1.9
Vacant Units by Geography 42,530 30.9 19.3 24.6 22.1 3.0
Businesses by Geography 108,689 12.4 17.9 31.5 37.4 0.8
Farms by Geography 1,940 9.9 12.9 314 45.3 0.4
Family Distribution by Income Level 322,061 24.3 17.0 19.9 38.7 0.0
Median Family Income MSA - 33340 Milwaukee- $84,829|Median Housing Value $200,665
Waukesha, WI MSA
Median Gross Rent $948
Families Below Poverty Level 9.9%
Source: 2020 U.S. Census and 2022 D&B Data. Due to rounding, totals may not equal 100.0%.
(%) The NA category consists of geographies that have not been assigned an income classification.

There are 586,013 housing units in the AA, with 52.9 percent owner-occupied, 39.8 percent
occupied rental, and 7.3 percent vacant. Type of housing is 75.7 percent 1-4 family, 23.7 percent
multifamily (five or more units), and 0.6 percent mobile homes. This data provides insight into the
potential credit needs and opportunities for various types of residential lending.

According to December 2022 economic information from Moody’s Analytics, the Milwaukee-
Waukesha MSA’s business cycle status is in Recovery, which has been exceptionally slow. The
MSA remains the furthest from its prerecession employment level among Midwestern metropolitan
areas with more than 1 million residents. Job openings in healthcare are at a record high nationally.
Milwaukee’s shrinking working-age population and below-average industry wages have placed the
MSA in a weak position to compete for healthcare workers. Labor shortages in both healthcare and
manufacturing are forcing employers to raise wages and increase hybrid work options where
feasible. The manufacturing industry is the furthest from pre-pandemic employment levels in the
state and is expected to grow at a slow pace over the next several years.

Strengths of the area include the resilience of manufacturers and builders, the above-average per
capita income, and the well-educated workforce. Weaknesses include the long-term negative net
migration and stall in population growth, the weak demographically-related spending, and the high
cost of doing business.

The economic drivers of the area include manufacturing and financial services. Top employers with
over 7,000 employees include Aurora Health Care Inc., Froedtert Health, Ascension Wisconsin, and
Quad Graphics Inc. The largest employment sectors are education and health services (20.3
percent), professional and business services (14.1 percent), manufacturing (13.4 percent),
government (9.6 percent), and retail trade (9.1 percent).
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Home sales prices rose over the evaluation period, as shown in the following table. Home sales
prices in Milwaukee County are below the state level, and Waukesha County exceeds the state
level. The number of home sales had been increasing each year until a decline occurred in 2022.
Specifically, Milwaukee County had 13,905 home sales in 2021 and 12,045 in 2022, and Waukesha
County had 6,392 home sales in 2021 and 5,444 in 2022. The same trend occurred statewide.

Median Home Sales Price

Area 2020 2021 2022
Milwaukee County 186,000 207,000 222,400
Waukesha County 337,500 369,000 403,169
State of Wisconsin 220,000 240,000 264,600

Source: Wisconsin Realtors Association

Unemployment rates increased during the evaluation period due to economic struggles brought
about by COVID-19, and then improved. The unemployment rate in Waukesha County was
consistently below state and national levels, and the unemployment rate in Milwaukee County was
consistently slightly above the national level and consistently above the state level. See the
following table for specific unemployment rates.

Area Average 2020 | Average 2021 | Average 2022
% % %o
Milwaukee County 8.3 5.4 3.7
Waukesha County 5.6 3.1 2.5
State of Wisconsin 6.4 3.8 2.9
National Average 8.1 5.3 3.6
Source: U.S. Bureau of Labor Statistics

Competition

The bank operates in a highly competitive environment. The AA is served by 41 FDIC-insured
financial entities operating out of 371 banking offices with $83.3 billion in deposits as of June 30,
2022, according to the FDIC Division of Research and Statistics. FBB ranked 21 with a deposit
market share of 0.4 percent. Ten of the twenty institutions that rank above FBB have a strong
regional or national presence and are not considered local community banks.

Moderate competition is present in small business lending. According to 2021 CRA data, 158
financial institutions reported 30,977 small business loans in the Milwaukee AA. FBB ranked 15™,
reporting a market share of 1.5 percent by number of loans and 3.3 percent by dollar volume. The
top three lenders are US Bank NA, JPMorgan Chase Bank NA, and American Express NA,
representing 41.6 percent of the market share by number of loans.
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Community Contacts

To assist in identifying the credit and community development needs and opportunities of this AA,
examiners reviewed a recently completed community contact with a representative of a housing
organization that serves Milwaukee and Waukesha Counties.

The contact stated that the need for affordable housing is great due to increasing home values in the
area. In addition, the construction of affordable housing is low due to the increasing cost of
construction. Both of these issues have made homeownership difficult for low- and moderate-
income individuals. The contact felt that COVID-19 has not significantly affected the availability
of affordable housing since the AA experienced both issues before the pandemic. The contact
stated that financial institutions should participate more in down-payment assistance programs,
offer more products for rehabilitation loans, and utilize nontraditional credit to evaluate low- and
moderate-income applicants. Furthermore, the contact said there was a need for banks to offer
small-dollar loans to help individuals who might otherwise pay higher interest rates and fees with a
payday lender.

Credit and Community Development Needs and Opportunities

Considering information from the community contact, bank management, and economic and
demographic data, examiners determined the primary needs and opportunities in the AA are
affordable housing, housing rehabilitation loans, nontraditional home mortgage underwriting
products, and small business loans for cash-flow shortages due to issues related to the pandemic.

Throughout the evaluation period, affordable housing loans, particularly those that benefit low- and
moderate-income families, were in high demand. The significant number and percentage of
families in the low- and moderate-income categories support this conclusion. Furthermore, as
indicated by economic and demographic data, the AA has community development opportunities in
economic development and community services.

CONCLUSIONS ON PERFORMANCE CRITERIA IN THE MILWAUKEE
AA

LENDING TEST
Lending activity is good, and innovative and/or flexible lending practices are adequate. The
geographic distribution of loans and the level of community development loans are poor. Lending

to businesses of different sizes is very poor.

Lending Activity

The bank’s lending levels reflect good responsiveness to the credit needs in the Milwaukee AA.
FBB originated 246 small business loans in 2020, 448 loans in 2021, and 176 loans in 2022. As a
percentage of all small business loans in the AAs, FBB made 30.8 percent by number of loans in
this AA in 2020, 54.4 percent in 2021, and 48.2 percent in 2022. FBB ranked 10" out of 158
lenders with 3.3 percent loan market share in 2021 by dollar volume of loans. This loan ranking
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exceeds FBB’s deposit ranking, as FBB ranked 21 out of 41 financial institutions as of June 30,
2022. FBB’s loan market share exceeds the deposit market share of 0.4 percent.

Geographic Distribution

The geographic distribution of loans reflects poor penetration throughout the Milwaukee AA,
particularly in the low- and moderate-income census tracts. FBB’s performance is significantly
below both demographic and aggregate data in the low- and moderate-income geographies in all
three years, except for 2022 in moderate-income census tracts where the performance exceeded
demographic data. The sole branch in the Milwaukee AA is in an upper-income census tract in
Brookfield in Waukesha County, and the vast majority of low- and moderate-income census tracts
are in Milwaukee County. While the distance of the branch to low- and moderate-income census
tracts presents lending challenges for the bank, FBB’s significantly trailing record of lending to
these geographies demonstrates poor performance in the Milwaukee AA.
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Geographic Distribution of Small Business Loans in the Milwaukee AA
% of Aggregate
Tract Income Level Businesses Perf/ormance # % $(000s) %
o of #
Low
2020 12.9 10.9 9 3.7 1,502 2.5
2021 13.7 12.5 8 1.8 2,577 4.9
2022 12.4 -- 4 2.3 2,255 6.0
Moderate
2020 13.9 12.7 21 8.5 9,421 15.8
2021 14.2 12.9 6 1.3 3,109 5.9
2022 17.9 -- 45 25.6 5,913 15.6
Middle
2020 31.4 30.6 122 49.6 21,262 35.8
2021 31.3 30.8 365 81.5 24,336 46.3
2022 31.5 -- 19 10.8 10,391 27.5
Upper
2020 41.8 45.7 94 38.2 27,264 459
2021 40.8 43.8 69 15.4 22,543 429
2022 37.4 -- 108 61.4 19,259 50.9
Not Available
2020 0.1 0.0 0 0.0 0 0.0
2021 0.1 0.0 0 0.0 0 0.0
2022 0.8 -- 0 0.0 0 0.0
Totals
2020 100.0 100.0 246 100.0 59,449 100.0
2021 100.0 100.0 448 100.0 52,565 100.0
2022 100.0 100.0 176 100.0 37,818 100.0
Source: 2020, 2021, & 2022 D&B Data; Bank Data; 2020 & 2021 CRA Aggregate Data, "--" data not available.
Due to rounding, totals may not equal 100.0%.

Borrower Profile

The distribution of loans to borrowers reflects, given the product lines offered by the institution,
very poor penetration among business customers of different sizes. Performance to businesses with
revenues of $1 million or less in the Milwaukee AA is significantly below demographic and
aggregate data. In 2020, the bank originated a substantial volume of loans to businesses where no
revenue information was available. If these loans are excluded, performance improves to 12.0
percent in 2020; however, this level of lending remains below demographic and aggregate data.
Performance at the prior evaluation in this AA was very poor at 12.4 percent in 2017, 12.4 percent
in 2018, and 15.1 percent in 2019. Performance has not improved during this evaluation, as shown
in the following table.
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Distribution of Small Business Loans by Gross Annual Revenue Category in the Milwaukee AA
% of Aggregate
Gross Revenue Level Businesses Perof/ormance # % $(000s) %
o of #
<=$1,000,000
2020 80.4 37.5 15 6.1 5,733 9.6
2021 80.6 511 55 12.3 10,800 20.5
2022 85.9 -- 21 11.9 5,294 14.0
>$1,000,000
2020 8.1 -- 110 44.7 27,762 46.7
2021 7.9 -- 383 85.5 38,847 73.9
2022 5.5 -- 150 85.2 29,633 78.4
Revenue Not Available
2020 11.4 -- 121 49.2 25,954 43.7
2021 11.6 -- 10 2.2 2,918 5.6
2022 8.6 -- 5 2.8 2,891 7.6
Totals
2020 100.0 100.0 246 100.0 59,449 100.0
2021 100.0 100.0 448 100.0 52,565 100.0
2022 100.0 100.0 176 100.0 37,818 100.0
Source: 2020, 2021, & 2022 D&B Data; Bank Data; 2020 & 2021 CRA Aggregate Data; "--" data not available.
Due to rounding, totals may not equal 100.0%.

Innovative and/or Flexible Lending Practices

FBB makes limited use of innovative and/or flexible lending practices in order to serve credit needs
in the Milwaukee AA. The bank funded 215 loans within the innovative or flexible lending
programs totaling $75.4 million in the Milwaukee AA in 2020, 2021, and 2022. The bank made
25.4 percent of the dollar volume of innovative and/or flexible loans in this AA, which is
commensurate with the 30.8 percent to 54.4 percent of small business loans made in this AA,
depending upon the year, and the 16.9 percent of deposits in this AA. These loans provided credit
to small businesses that may not have otherwise qualified for traditional bank financing. The
following table details these innovative and/or flexible loan originations by type and year.

Innovative and/or Flexible Lending Programs in the Milwaukee AA
Program 2020 2021 2022 Total

# $000s # $000s # $000s # $000s
SBA (PPP) 125 51,774 62 12,958 NA NA 187 64,732
SBA (non-PPP) 4 3,505 6 3,659 2 1,200 12 8,364
Small Ticket Business 2 177 3 245 11 1,841 16 2,263
Loan Program
Total 131 55,456 71 16,862 13 3,041 215 75,359
Source: Bank Records, NA = Program not available.
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Community Development L.oans

FBB made a low level of community development loans. As shown in the following table, the bank
originated $17.5 million in community development loans during the evaluation period. Of the 65
community development loans in Wisconsin, the bank made 14 (21.5 percent) in the Milwaukee
AA. Of the small business loans in Wisconsin, the bank originated 37.2 percent to 60.5 percent in
this AA, depending upon the year. The bank’s level of community development loans is lower than

the level of small business loans, which supports the conclusion of poor performance.

Community Development Loans in the Milwaukee AA
Affordable Community Economic Revitalize or Totals

Activity Year Housing Services Development Stabilize

# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
2020 1 138 3 3,394 0 0 1 4,240 5 7,772
2021 1 286 3 3,394 0 0 0 0 4 3,680
2022 1 3,000 3 1,893 1 1,180 0 0 5 6,073
Total 3 3,424 9 8,681 1 1,180 1 4,240 14 17,525
Source: Bank Records

Notable examples of community development loans in the Milwaukee AA follow:
e FBB renewed a $3 million line of credit each year to a non-profit organization that
participates in a government capital advance program for affordable housing facilities.
e FBB originated a $4.2 million loan in combination with state and federal historical tax
credits for the revitalization and stabilization project in a low-income census tract.
e FBB originated a $1.2 million SBA 504 loan to purchase and renovate an office building in
Menomonee Falls, Wisconsin.

INVESTMENT TEST
FBB has a poor level of investment and grant activity and an adequate level of responsiveness to
credit and community development needs in the Milwaukee AA. The bank does not use innovative

and/or complex investments in this AA.

Investment and Grant Activity

FBB made a poor level of qualified investments and grants in the Milwaukee AA relative to overall
investment activity. FBB made 46 qualified investments and donations totaling $806,000, which is
less than the $2.4 million level at the prior evaluation. This equates to 1.9 percent of total
investments and donations. In addition, the statewide and regional investments include mortgage-
backed securities with $2.5 million in underlying home mortgage loans in the Milwaukee AA.
Including this activity, the $3.3 million level equates to 7.5 percent of total investments and
donations. Both percentages are below the 16.9 percent of deposits as of June 30, 2022 and the 30.8
percent to 54.4 percent of small business loans in the AA, depending upon the year. FBB’s
performance in the Milwaukee AA is poor, as the level is not commensurate with the level of
deposits and loans.
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Qualified Investments in the Milwaukee AA
Activity Year Affordable Community Economic Revitalize or Totals
Housing Services Development Stabilize
# $(000s) # $(000s) # $(000s) # $(000s) # $(000s)
Prior Period 1 155 0 0 0 0 0 0 1 155
2020 0 0 1 466 0 0 0 0 1 466
2021 0 0 0 0 0 0 0 0 0 0
2022 0 0 0 0 0 0 0 0 0 0
Subtotal 1 155 1 466 0 0 0 0 2 621
Qualified Grants & 0 0 44 185 0 0 0 0 44 185
Donations
Total 1 155 45 651 0 0 0 0 46 806
Source: Bank Records

Responsiveness to Credit and Community Development Needs

FBB exhibits adequate responsiveness to credit and community development needs in the
Milwaukee AA. The bank has one mortgage-backed security that was made in a prior period and
remains outstanding at $155,000. The statewide and regional investments include mortgage-backed
securities with $2.5 million in underlying home mortgage loans in the Milwaukee AA. Mortgage-
backed securities provide liquidity to lenders making affordable housing loans and enable them to
make additional home loans to low- and moderate-income borrowers. Given that access to
affordable housing is a critical need in the AA, examiners considered these investments to be
responsive to the needs of low- and moderate-income families.

In addition, the bank has one school bond for $466,000 and qualified donations for $185,000.
During the pandemic, donations have been particularly responsive to organizations that rely on
these contributions to continue their services that benefit low- and moderate-income individuals.

Community Development Initiatives

The bank does not use innovative and/or complex investments to support community development
initiatives in the Milwaukee AA.

SERVICE TEST

Accessibility of delivery systems and reasonableness of business hours and services are adequate in
the Milwaukee AA. FBB is a leader in community development services in the Milwaukee AA.

Accessibility of Delivery Systems

Delivery systems are reasonably accessible to essentially all portions of the Milwaukee AA. FBB’s
sole branch office is located in Brookfield, Wisconsin, in an upper-income census tract based on
both 2015 ACS and 2020 U.S. Census data. Alternative delivery systems are summarized in the
overall section.
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Changes in Branch Locations

FBB has not opened or closed any branch locations since the prior evaluation. In November 2022,
the bank relocated the Brookfield branch to a location less than one mile away, and the location
remained in the same upper-income census tract.

Reasonableness of Business Hours and Services

Business hours and services do not vary in a way that inconveniences portions of the Milwaukee
AA, particularly low- and moderate-income census tracts and/or individuals. FBB’s operating
hours are consistent with its other branches and are relatively comparable to other financial

institutions.

Community Development Services

FBB is a leader in providing community development services in the Milwaukee AA. The overall
section contains support for this conclusion by comparing the level of services with the level of
bank employment in each AA. The bank spent 1,106 hours providing 28 community development
services during the evaluation period. The following table shows the community development
services in the Milwaukee AA by year and by purpose, including both number of services and hours

spent.

Community Development Services in the Milwaukee AA

Affordable Community Economic Revitalize or Totals

Activity Year Housing Services Development Stabilize

1 10 0 0 11
2020 40 hours 421 hours 461 hours

1 8 0 0 9
2021 50 hours 338 hours 388 hours

0 8 0 0 8
2022 257 hours 257 hours
Total 2 26 0 0 28

90 hours 1,016 hours 1,106 hours

Source: Bank data

Notable examples of the community development services in the Milwaukee AA follow:
e A bank employee serves as a board member of an organization that builds homes for low-

and moderate-income families.

e A bank employee serves as the chairperson of the Endowment Committee for an

organization that provides early childhood education to low-income families.

e A bank employee serves as board treasurer of an organization that provides academic
tutoring, enrichment programming, and social support to students in a school district where
more than 50 percent of students receive free or reduced price lunches.
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APPLETON AA - Full-Scope Review

DESCRIPTION OF INSTITUTION’S OPERATIONS - APPLETON AA

The Appleton AA is in northeastern Wisconsin and consists of two of the three counties in the
Appleton-Oshkosh-Neenah CSA. The Appleton-Oshkosh-Neenah CSA consists of the Appleton
MSA (Outagamie and Calumet Counties) and the Oshkosh-Neenah MSA (Winnebago County).
The branch office in Appleton is the only banking office in this AA.

Economic and Demographic Data

The Appleton AA includes all census tracts in Outagamie and Winnebago Counties. Based on 2015
ACS, there were 81 census tracts as follows:

e 14 moderate-income census tracts,

e 58 middle-income census tracts, and

e 9 upper-income census tracts.

The number of census tracts based on the 2020 U.S. Census is 92. This is an increase of 11 census
tracts with 2 low-income census tracts and 6 more moderate-income census tracts, as follows:

e 2 low-income census tracts,

e 20 moderate-income census tracts,

e 55 middle-income census tracts,

e 13 upper-income census tracts, and

e 2 census tracts with no income designation.

The low- and moderate-income census tracts are primarily located in Appleton and Oshkosh. The
branch office is located in Appleton in Outagamie County in an upper-income census tract based on
the 2015 ACS and in a middle-income census tract based on the 2020 U.S. Census. The following
table illustrates select demographic characteristics of the AA based on the 2020 U.S. Census.
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Demographic Information of the Appleton AA
Demographic Characteristics # 0/10‘ OOV; 4 M(;)dztf‘z:#te lgjc::}l; (gopgfe ; 0/1:1:: 4

Geographies (Census Tracts) 92 2.2 21.7 59.8 14.1 2.2
Population by Geography 362,435 1.5 16.4 61.8 18.3 2.1
Housing Units by Geography 153,552 1.4 17.8 63.3 16.0 1.5
Owner-Occupied Units by Geography 99,946 0.6 15.3 63.8 20.1 0.2
Occupied Rental Units by Geography 45,783 2.9 23.3 62.1 7.9 3.8
Vacant Units by Geography 7,823 2.1 18.1 64.1 10.5 5.3
Businesses by Geography 24,386 3.0 15.0 62.3 17.5 2.2
Farms by Geography 1,025 0.7 10.2 62.1 26.4 0.5
Family Distribution by Income Level 90,386 18.3 19.6 24.1 38.0 0.0
Median Family Income MSA - 11540 Appleton, $86,686[Median Housing Value $174,053
WI MSA
Median Family Income MSA - 36780 Oshkosh- $79,200|Median Gross Rent $801
Neenah, WI MSA

Families Below Poverty Level 5.4%
Source: 2020 U.S. Census and 2022 D&B Data. Due to rounding, totals may not equal 100.0%.
(%) The NA category consists of geographies that have not been assigned an income classification.

There are 153,552 housing units in the AA, with 65.1 percent owner-occupied, 29.8 percent
occupied rental, and 5.1 percent vacant. Type of housing is 81.2 percent 1-4 family, 17.3 percent
multifamily (five or more units), and 1.5 percent mobile homes. This data provides insight into the
potential credit needs and opportunities for various types of residential lending.

According to January 2023 economic information from Moody’s Analytics, the business cycle
status is At Risk for both the Appleton and Oshkosh-Neenah MSAs. Manufacturing is critical to the
Appleton MSA, employing one in five workers. Many of the largest employers produce
components for the transportation industry, including trucking, aerospace, and farm equipment.
Supply-chain conditions are easing, and the prices of critical metal and energy inputs are declining.
Appleton’s share of high-wage jobs is well below the national average. Beyond manufacturing,
high-paying employment opportunities are scarce. Appleton lacks lucrative service industries,
which tend to attract recent college graduates. The out-migration weighs on local consumer
services such as healthcare.

The Oshkosh-Neenah MSA is among the 15 most factory-dependent metropolitan areas in the U.S.,
with the industry employing nearly one in four area workers. Federal contracts, including the U.S.
Postal Service’s planned acquisition of 50,000 vehicles from Oshkosh Corporation, should bring
hundreds of jobs to the area. Demand for Oshkosh-produced paper and packaging materials soared
during the pandemic as consumers increased their use of online retailers. Labor shortages exist in
healthcare, as the industry is still trying to recover from the pandemic-induced wave of job changes
and early retirements. The number of residents in their prime working years (ages 25 to 54) has
been falling steadily since 2010 and does affect capital investments in the area.
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Strengths of the Appleton MSA include the proximity to the Port of Green Bay and other Midwest
transit hubs, the large commuter workforce, the established manufacturing infrastructure, and the
low costs of living and doing business. Weaknesses include low worker productivity, below-
average share of high-wage jobs, and weakening migration trends.

Strengths of the Oshkosh-Neenah MSA include the exposure to strong defense spending, the below-
average living costs, and the low poverty rate. Weaknesses include the lack of a secondary growth
driver and the limited non-manufacturing opportunities.

The economic drivers of the AA are manufacturing and financial services. Top employers with
over 2,000 employees include ThedaCare Inc., Affinity Health System, Kimberly-Clark, Thrivent
Financial for Lutherans, Oshkosh Corporation, and Amcor Flexibles North America. The largest
employment sectors in the Appleton MSA are manufacturing (22.8 percent), professional and
business services (12.6 percent), education and health services (12.0), government (12.0 percent),
and retail trade (8.9 percent). The largest employment sectors in the Oshkosh-Neenah MSA are
manufacturing (19.4 percent), education and health services (13.0 percent), retail trade (11.4),
professional and business services (10.8 percent), and government (9.6 percent).

Home sales prices rose over the evaluation period, as shown in the following table. Home sales
prices in both Outagamie and Winnebago Counties are below the state level. The number of home
sales had been increasing each year until a decline occurred in 2022. Specifically, Outagamie
County had 2,661 home sales in 2021 and 2,233 in 2022, and Winnebago County had 2,429 home
sales in 2021 and 2,222 in 2022. The same trend occurred statewide.

Median Home Sales Price

Area 2020 2021 2022
Outagamie County 207,500 234,900 261,100
Winnebago County 174,700 190,000 220,000
State of Wisconsin 220,000 240,000 264,600

Source: Wisconsin Realtors Association

Unemployment rates increased during the evaluation period due to economic struggles brought
about by COVID-19, and then improved. The unemployment rates in Outagamie County and
Winnebago County were consistently below state and national levels. See the following table for
specific unemployment rates.

Area Average 2020 | Average 2021 | Average 2022
% % %
Outagamie County 5.5 3.1 2.5
Winnebago County 5.5 3.2 2.5
State of Wisconsin 6.4 3.8 2.9
National Average 8.1 5.3 3.6
Source: U.S. Bureau of Labor Statistic