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PART I
ITEM 1. BUSINESS
CIB MARINE

ClB Marine Bancshawoeo,r Itrheo )i(Cio6nbank yédihgtcormpany with its
principal executive offices in Pewaukee, Wisconsin, a suburb of Milwauk&Marine owned and operatedd
separately chartered comrcial banking organizations at December Z108: Central lllinois Bank, with its main
office in Champaign, lllinoi§ A C1 B ;BrdMéaride) Bank, with its main office in Wauwatosa, Wisconsin, a
suburb of Mi | Baakbi kaed ( itMagB8talmé&r wibh AiG6laBKks

CIB Marine was originally incorporated in the State of lllinois in 1985 as Sidney Bancorporation, Inc:, a one
bank holding company headquartered in Sidney, lllinois. The Company subsequently changed its name to Central
lllinois Bancorp Inc. On August 27, 1999, Central lllinois Bancohpc. reincorporated as a Wisconsin corporation
and changed its name to CIB Marine Bancshares, Inc.

CIB Marine offers a full array of traditional banking services through its bank subsidiaries. Thasesser
include a broad range of loan products, such as commercial loans, commercial real estate loans, commercial and
residential construction loans, etefour family residential real estate loans, consumer loans, and commercial and
standby letters of cdit; accepting demand, savings and time deposits, providing commercial paper and repurchase
agreements; and providing other banking services.

During 2003, CIB Marine shifted its strategic focus from business development and asset growth to improving
the «ompanyds credit administration function, asset gual
emphasis occurred in response to a significant deterioration in the credit quality of the loan portfolio and other credit
related matters, includingredit concentration risk and weaknesses in the credit administration process, identified by
the bank and bank holding company regulators during their regular examinations in 2002 and 2003. These issues
subsequently resulted in the issuance of variousrerdgreements and memoranda with the banking regulators,

CIB Marine and its bank subsidiaries. During 2004 and 2005, CIB Marine took a number of actions to itaprove
financial condition and corrected the weaknesses which were identified in the creiitsr@tion process. During

2006 and 2007CIB Marine continued to take actions to improve its financial condition with a particular emphasis

on strengthening business development and continuing to reduce operating costs, including the closure or sale of
certain of its subsidiary bank branches. In 2008, CIB Marine continued to focus omgrlaénges to its operations

to reduce costs, strengthen liquidity, and strengthen capital ratios at its subsidiary banks. In August 2008, the
deposits, branches, and shdoans ofts Florida banking subsidiargitrus Bank, NAwere sold.

Additional Information

Seeltem™Management s Discussion and Analysis of Financi
includes discussion ofCIB Marined scapital plan in the A Iquidity and Capital Plan pd a t sediion) and
Supplementary Data iRart |l of this Form 14K for more details regarding certain of the above described items.
Markets Served

At December 31, 2@&) CIB Marine servedhe following geographic markets aegions through its banking

subsidiaries. Information on these banks as of December 38,a2@Dthe markets they served is set forth in the
following table:

Operated  Banking

Bank Geographic Market/Region Since Facilities Assets Deposits
(Dollars in millions)
Central lllinois Bank Central lllinois 1987 12 $484.8 3$374.1
Marine Bank GreateiMilwaukee Greater
Indianapolis, Phoenix 1997 6 $399.3 $334.1



Nonbank Subsidiaries

At December 31, 2@&) CIB Marine had one whollpwned operatig nonbanking subsidiary, CIB Marine
Information Services, Inc. CIB Marine also h#uree wholly-owned nonbanking subsidiaries that had ceased
operations and are in the process of winding down: Mortgage ServicesCIBcMarine Capital, LLG and CIB
Congruction, LLC.

CIB Marine Information Services, Inc.

CIB Marine Information Services, Il nc. (ACI Bwndchr i ne | |
subsidiary of CIB Marine, was incorporated in August 1990 as CIB Data Processing Servicts,20@2, CIB
Marine changed the name of the subsidiary to CIB Marine Information Services, Inc. This subsidiary was organized
to provide irhouse data processing services, coordinate computer equipment leases and purchases, license banking
software and coordinate operation of CIB Marine software. During foerth quarter of 2007, irCIB Marined s
continuing effort to improve operating efficiencies, significant portions of CIB Maraed subsidiary bankslata
processing was outsourced to Jack HenryAsbciates Inc. Following this migration to outsourced service bureau
support of core customer accounting systems, CIB Marine Information restructured its staffing and now is focused
on a more limited support ofIB Marineowned and operated technologydamformation networks. As of
December 31, 2®) CIB Marine Information hagix full-time equivalent employees. CIB Marine Information does
not separately own any facilities.

Mortgage Services, Inc.

CIB Marine sold the operations of Mortgage Services, In ( A MS1I 0) , a mortgage origi
brokerage services company, in the third quarter of 2D0#ing 2008, MSI continued to collect payments on its
remaining loans and at December 31, 2008 had $0.5 million in mortgage loans outstalilidguine continues to
offer residential mortgage loans through its subsidiary banks.

CIB Marine Capital, LLC

I'n April 2001, ClB Marine established CIB Marine Capi
liability company. CIB Marine Capital prowd leveraged financing, including mezzanine loans. Typically, the
collateral coverage on these loans was insufficient to secure a senior debt position. These loans were, by their nature,
inherently riskier than senior debt position loans. During 2003, M#Bne ceased to offer new loans through CIB
Marine Capital and began winding down its affairs. At December 31, 2007, CIB Marine had no loans outstanding,
but continued collection efforts on previously chargdidloans. During 2008, CIB Marine sold theesptions and
the majority of the loans of its Florida banking subsidiary. CIB Marine transferred the loans not purchased by the
buyer of its Florida banking operations to CIB Marine Capital. As of December 31, 2008, CIB Marine Capital had
loans and loansetd for sale with a total net carrying value of $Lillion. CIB Marine Capital is continuing to
wind down its affairs including the sabe collection of these outstanding loans.

CIB Construction, LLC

In 2002, CIB Marine acquired through its whetywned subsidiary, CIB Constructioh L C (ACI B
Constr puct8iddn 00 f Canron Corporation (ACanrono) , a stee
operations in the United States, Canada and Mexico. Canron was acquired from a borrower who was initkefault of
obligations and it is classified as an asset held for disposal. In September 2003, Canron commenced a voluntary
liquidation and winding down of its affairs. At December 31,&00IB Construction had2$0 million in assets and
$1.7 million in liabilities, including $0.7 milliontaxes dudo its parent resultinfrom a tax sharing agreemerfor
more information on this company see ltefrMa nage ment 6 s Di scussion and Anal ysi
Results of OperatiorR€ompanies Held for Disposaln@d Item 8, Note6-Companies Held for Disposal and
Discontinued Operations in Part Il of this FormK.0



Management Support Services

In addition to the support services provided by its nonbank subsidiaries, CIB Marine, as a holding company,
perfoomsasigi fi cant portion of its subsidiariesd back offic
asset/liability management support services, accounting, finance, audit, operations, human resources, legal,
marketing and advertisin@IB Marine continues to evaluate opportunities to further reduce these costs and improve
the efficiency of allof its operations. At December 31, Z)CIB Marine hadr3 full-time equivalent employees at
the holding company level, a majority who are providing the deribed servicestG | B M a sulbsidiariéss

Total Employees

At December 31, 2(&) CIB Marine and all of its bank and nonbank subsidiaries had a combined ta&r of
full-time equivalent employees.

COMPETITION

The banking industry is highly compétitv e . ClB Marinebés subsidiary banks
other financial services in their markets and surrounding areas. In addition to local, regional, and national banking
competition in the markets it serves, CIB Marine competes with othemndial institutions, money market and other
mutual funds, insurance companies, brokerage companies and othéepumitory financial service companies,
including certain governmental organizations which may offer subsidized financing at lower raté® seaoffered
by CIB Marine. Beginning in 2007, general economic conditions were impacted by credit market turmoil followed
by significant deterioration in the banking industry and a general downturn in the economy. The continuing
weakeedperformance oftte banking industry has provided particular competitive pressure through both a difficult
lending environment and historically high cost of certificates of deposit and other consumer pricing compared to
other borrowing alternatives and asset yields. Thsihcreased the pressure on net interest margin at CIB Marine
and most other community banking organizations in its markets.

CIB Marine believes that its lorgtanding presence in the communities it serves and a commitment to local,
personal service impvwes its ability to compete favorably in attracting retail and business customers.

SUPERVISION AND REGULATION
General

Bank holding companies and financial institutions are extensively regulated under both federal and state law.
Any significant changeni the banking laws and regulations applicable to CIB Marine or its banking subsidiaries
could materially impact CIB Marinebs operations or <cha
state regulation of financial institutions is intendeuinarily for the protection of the federal deposit insurance funds
and depositors.

CIB Marine is a registered bank holding company under the Bank Holding Company Act of 1956, as amended
(the ABHCAO), and is regultz=iFeRd). bl Bh&aFedebahhvetBea Kk e s ub s
Feder al Deposit | RD3QD fas their erim&y federal reguiaiorp amck 4lsb regulatedby the
state banking regulator for the state in which they are chartered: the lllinois Department afiakiaa
Professional Regul ati on, Division of Banks and Real E s
Institutions Division of Banking{ A WD F | o)

CIB Marine and its nonbank subsidiaries are subject to examination byrRBieThe state barikg regulators
and FDIC periodically conduct examinations of CI B Mar.i
are under their regulatory authority.

The bank regulatory agencies have extensive oversight authority relative to the depaddiorg companies
and institutions that they supervise. They have been grantegravigang enforcement and supervision powers and
exercise this authority to ensure that depository holding companies and institutions under their jurisdiction operate
on asafe and sound basis and in compliance with applicable laws. Holding companies and institutions that fail to



conduct their operations on a safe and sound basis or in compliance with applicable laws can be compelled by the
regulators to change the way thdg business and may be subject to regulatory enforcement actions, including
encumbrances imposed on their operations. Currently, CIB Marine is subject to a Written Agrestnehe

Federal Reserve Bank of Chicagot he f Re s.eSee/lem Blamadewgt 6 s Di scussion and
Financial Condition and Results of Operatidgtsgulatory Matters in Part Il of this Form-k0

The following discussion summarizes the material elements of the regulatory framework applicable to CIB
Marine and its subsidias. It is not meant to be a complete discussion of all the federal and state banking statutes
and regulations applicable to CIB Marine and its subsidiaries. To the extent this discussion describes statutory and
regulatory provisions it is qualified in ientirety by reference to those provisions.

Expansion Activities

The BHCA requires every bank holding company to obtain the prior approval oRiad&fore merging with
another bank holding company, acquiring substantially all the assets of any bhakkoholding company, or
acquiring directly or indirectly any ownership or control of more than 5% of the voting shares of any bank. The
BHCA also prohibits a bank holding company, with particular exceptions, from acquiring direct or indirect
ownership ofmore than 5% of the voting shares of any company which is not a bank or bank holding company and
from engaging in any business other than that of banking, managing and controlling banks, or furnishing services to
banks and their subsidiaries. Bank holdic@mpanies may, however, engage in some businesses and activities
determined by the®B to be closely related to banking or managing and controlling banks.

Interstate Banking and Branching

The RiegleNeal Interstate Banking and Branching Efficiené&ct eracted in 1994 permits an adequately
capitalized and adequately managed bank holding company,FRithapproval, to acquire banking institutions
|l ocated in states other than the bank holding company
prohibited under state law. In addition, national banks and state banks with different home states are permitted to
merge across state lines, with the approval of the appropriate federal banking agency, unless the home state of a
participating banking ingttion has passed legislation prior to June 1, 1997 that expressly prohibits interstate
mergers. De novo interstate branching is permitted if the laws of the host state so authorize.

Capital Standards

The federal banking agencies impose-tisised capdtl requirements and guidelines on bank holding companies

and banks to provide for a measure of capital that ref|
operations for both transactions reported on the balance sheet as assetsanédbrded as offfalance sheet
items. A bank holding company or bankdés capital, in tul

A core capital (commonly referred to as Tier 1 capital), which generally includes common equity, qualifying
noncumulative perpetual pesfed stock, and for bank holding companies, a limited amount of qualifying
cumulative perpetual preferred stock and minority interests in equity accounts of consolidated subsidiaries
(including junior subordinated debentures net of investment in trustided that not more than 25% of the
qualifying Tier 1 capital may consist of junior subordinated debentures, net of investment in trust), less
goodwill and certain other intangible assets; and

A supplementary capital (commonly referred to as Tier 2 djpithich includes, among other items, perpetual
preferred stock not meeting the Tier 1 definition, mandatory convertible securities, and limited amounts of
subordinated debt and reserves for credit losses.

Bank holding companies and banks are curremtuired to maintain Tier 1 capital equal to at least 4% and
At ot al capitalo (the sum of Tier 1 a-weaphtédiassets, ikludingpi t al )
certain offbalancesheet items such as unused lending commitments ardbgthaiters of credit.

The RB andthe FDIC have also adopted rules to incorporate market and interest rate risk components into their
risk-based capital standards. Amendments to thebdsled capital requirements, incorporating market risk for
institutions with substantial trading activities or institutions where the federal banking regulator deems it necessary



for safety and soundness, became effective January 1, 1998. Under these market risk requirements, capital must be
allocated to support the amoumtf mar ket risk related to a financi al i n
market risk requirements do not presently apply to CIB Marine or any of its bank subsidiaries.

The RBal so requires bank holding compamite 0t @f mdaiiretrailn
adjusted total assets of 3% if the bank holding company has the highest regulatory rating and meets certain other
requirementsFor all other bank holding companies, the minimum ratio of Tier 1 capital to total assets is 4%.

The regulators may set capital requirements higher than the minimums noted above for banks and bank holding
companies whose circumstances warrant it. For example, bank holding companies experiencing or anticipating
significant growth may be expected to mtain strong capital positions substantially above the minimum
supervisory levels without significant reliance on intangible assets. FurthermoFeREheas indicated that it will
consider a fAtangible Tier 1 c dp)iandatherihdeatians od cpgital strartgth o 6 ( d
in evaluating proposals for expansion or new activities.

At December 31, 2008, al | of CI B Marineds subsidiary
requirements and were classified fagell captalized. During 2008 theCIB Marine parencompany contributed
$5.0 millionof capitalto the Banks andubsequent tdecember 31, 200&pntributedan additionafs2.0 million of
capitalto the Banks

At December 31, 2008 CIB Marine was subject to attéhi Agreemen{ A A g r e dtmrdened idtd with the
Reserve Bank in the second quarter of 2004. Among other items, the Written Agreement requires CIB Marine to
maintain a sufficient capital position for the consolidated organization including the caménfuture capital
requirements of each of its subsidiary banks, nonbank subsidiaries and the consolidated organization. As of
December 31, 2008, CIB Marinebés Tier 1 leverag®we ratio
Asaresult, CIBMai nebds Tier 1 Il everage ratio fell bel ow the i
Agreement and the regulatory guidelines of BiB. The decline reflects the continued operating losses of CIB
Marine during 2008. Depending on the extent of caritig losses incurred by CIB Marine in future pericaswell
as the overall size of its balance sheet, furthiierthantemporarily impairmentadjustments to its securities
portfolio and potenti al l oan reciowmerfesth&€l B GlaBi Mabsn
increase its capital and meet the requirements of the Agreement is dependent upon the successful execution of its
capital plan outlined in the liquidity discussion in Part I, Item 7 of this Forf{.10

For several year the U.S. bank regulators have been preparing to implement a new framework-basdadk
capital adequacy developed by the Basel Commi ttee on B;:
November 2007, the U.®ankregulators issued fai rules, effective April 2008, to implement the most advanced
approach under Basel Il for banks with over $250 billion in assets or over $10 billion in foreign exposure. The
regulators have also said they will propose rules permitting smaller finargtidions, such as CIB Marine and its
bank subsidiaries, to choose between the current method of calculatinghriskede d capi t al (ABasel
istandardi zedd approach under Basel I'l. The mgsfarndar di z
certain categories of assets (including mortgages) from the weightings reflected in Basel |, but would also require an
explicit capital charge for operational risk, which is not required by Basel I. The requirement to maintain a minimum
leverage rdao, which is not riskbased, remains in effed€IB Marine was not required to and did not adopt the
fistandardi zedd approach.

Holding Company Obligations

Under currenFRB policy, a bank holding company is expected to act as a source of financial aademal
strength to each of its subsidiary banks and to maintain resources adequate to support each subsidiary bank. This
support may be required at times when the bank holding company may not have the resources to provide it. In the
event of a bank holdig companyo6s bankruptcy, any commitment by th
regulatory agency to maintain the capital of a subsidiary bank would be assumed by the bankruptcy trustee and
entitled to priority of payment.



Cross-Guarantees Under theFederal Deposit Insurance Act

Under the Federal Deposit I nsurance Act (AFDI A0), whe
common control, each of those depository institutions may be liable for any loss incurred, or expected to be
incurred, by the FDIC in connection with the default of any of the others. Each also may be liable for any assistance
the FDIC provides to the other institutions. ADefaul t ¢
institution. Thuseitherof Cl B Mar i nedés banking subsidiaries could be |
a loss in connection witthe otheo f  C1 B  Mar i n e 6 y. Thisamodguanagteediability for d loss at a
commonly controlled institution would be subordied in right of payment to deposit liabilities, secured
obligations, any other general or senior liability, and any obligation subordinated to depositors or other general
creditors, other than obligations owed to any affiliate of the depository ingtitfytith certain exceptions).

Safety and Soundness Guidelines

The federal banking agencies have adopted guidelines to assist in identifying and addressing potential safety and
soundness concerns before capital becomes impaired. The guidelines estabdisbra and managerial standards
relating to internal controls, information systems, and internal audit systems; loan documentation; credit
underwriting; interest rate exposure; asset growth and asset quality; and compensation, fees, and benefits. In
addtion, the federal banking agencies have adopted safety and soundness guidelines for asset quality and for
evaluating and monitoring earnings to ensure that earnings are sufficient for the maintenance of adequate capital and
reserves.

Prompt Corrective Action

The Feder al Deposit Il nsurance Corporation | mprovement
regulators to take prompt corrective action in respect to FB$Gred depository institutions that do not meet

minimum capital requirements. FDC1 A est abl i shes five capital tiers: A we
Aundercapitalized, 0 fisignificantly wundercapitalizedo e

capital tier depends upon how its capital levels compareatious relevant capital measures and certain other

factors established by regulation. Under applicable regulations, aniRBud bank is defined as well capitalized

if it maintains a leverage ratio of Tier 1 capital to quarterly average total assetieast 5%, a total capital ratio of

qualifying total capital to riskveighted assets, including certain-bfilance sheet items, of at least 10% and a Tier 1

capital ratio of Tier 1 capital to riskeeighted assets of at least 6% and is not otherwiseiit r oubl ed condi t
specified by its appropriate federal regulatory agency.

A bank is generally considered to be adequately capitalized if it is not defined as well capitalized but meets all of
its minimum capital requirements: a leverage ratio @ dr greater (or 3% or greater if it receives the highest
composite examination rating by its examiners, subject to appropriate federal banking agency guidelines); a total
capital ratio of 8% or greater; and a Tier 1 capital ratio of 4% or greater. Avitle considered undercapitalized
if it fails to meet any minimum required measure, significantly undercapitalized if it is significantly below such
measure and critically undercapitalized if it maintains a level of tangible equity capital equal 4s tivale 2% of
total assets. A bank may be reclassified to be in a capitalization category that is next below that indicated by its
actual capital position if it receives a less than satisfactory examination rating by its examiners with respect to its
assed, management, earnmgor liquidity that has not been corrected, or it is determined that the bank is in an
unsafe or unsound condition or engages in an unsafe or unsound practice. The federal banking agencies, however,
may not treat a significantly undmpitalized institution as critically undercapitalized unless its capital ratio actually
warrants such treatmenRegulatorsalso have the authority to increasginimum capital levels above those
requirements discussed above in which case a bank woldager be considered well capitalized.

FDICIA generally prohibits a depository institution from making any capital distribution, including payment of
dividends or paying any management fee to its holding company, if the depository institution woulifethbeca
undercapitalized. Undercapitalized depository institutions are subject to growth limitations and are required to
submit a capital restoration plan to become adequately capitalized. If a depository institution fails to submit an
acceptable plan, is treated as if it is significantly undercapitalized.



Under FDICIA, a bank that is not well capitalized is generally prohibited from accepting or renewing brokered
deposits and offering interest rates on deposits significantly higher than the prenadimngits normal market area
or nationally depending upon wher-ehtbeghi@piosstisamce GO
not be available for certain employee benefit accounts.

A number of additional requirements and restrictiomsy apply to significantly undercapitalized depository
institutions, including orders to sell sufficient voting stock to become adequately capitalized, requirements to reduce
total assets and cessation of receipt of deposits from correspondent bankallyCritidercapitalized depository
institutions may be restricted from making payments of principal and interest on subordinated debt and are subject to
appointment of a receiver or conservator.

At December 31, 2(&) pursuant to FDIC regulations in 12 GRFPart 325pbotho f CI B Mar i nebds subsi
were classified as well capitalizeHowever, as noted in the Subsequent Events section baloMarch 2009

Marine Bank stipulated to a cease and desitheWDFbinder (tF
early April 2009, and is expected to become effective in the near future. The C&D primarily resulted from the high

level of nonperforming assets of Marine Bank and the resulting impact on its financial condition. The C&D requires
Marine Bank tatake certain corrective actions focusing on reducing exposure tpertorming loans, charging off

all loans classified as loss, imposes restrictions on lending to credits with existirfgenfiomming loans, and

accruing interest on certain delinquenars in addition to charging off previously accrued interest on those loans.

Key provisions also include a restriction on paying dividends without regulatory approval, a requirement to maintain

a minimum tier 1 leverage ratio of 10% at Marine Bank, retgigjnalified management, revising lending policies

and procedures focused on documentation, maintaining an appropriate loan review and grading system, and
adopting a comprehensive budget. Failure to adhere to the requirements of the actions mandateé&bydhee

it becomes effective, can result in more severe restrictions and civil monetary peffdte€&D added no

additional requirements to the asset quality and loan review program previously implemented and currently
maintained by Marine BanlCIB Marine and Marine Bank also remain committed to maintaining adequate capital

levels. Generally, enforcement actions such as the C&D can be lifted only after subsequent examinations
substantiate complete correction of the underlying issues.

In addition to neasures taken under the prompt corrective action provisions, banking organizations may be
subject to potential enforcement actions by the federal banking agencies for unsafe or unsound practices in
conducting their business for violations of any law, ruégulation, or any condition imposed in writing by the
agency or any written agreement with the agency. These enforcement actions may include the appointment of a
conservator or receiver for a bank, the issuance of a cease and desist order that cemlhe gafbrced, the
termination of a bankds deposit i nsurance, the i mposi
increase capital, the issuance of formal and informal agreements, the issuance of removal and prohibition orders
againstofficers, directors and other institutiaffiliated parties, and the enforcement of such actions through
injunctions or restraining orders based upon a judicial determination that the agency would be harmed if equitable
relief was not granted. Finallyupsuant to an interagency agreement, the FDIC may examine without the express
permi ssion of the institutionds primary regul ator any
or is considered undercapitalized.

Dividend Restrictions

TheRRB6s policy regarding dividends is that a bank hol d
which would impose undue pressure on the capital of its subsidiary banks or would be funded only through
borrowing or other arrangements that mightt ver sely affect a bank hol diBng comp
believes that a bank holding company should not initiate or continue cash dividends on its common stock unless its
net income is sufficient to fully fund each dividend and its prospectite of earnings retention appears consistent
with its capital needs, asset quality and overall financial condition. Pursuant to the Agreement entered into with the
Reserve Bank, CIB Marine has agreed not to declare or pay dividends without the fiter approval of the
Reserve Banknd the Director of the Division of Banking Supervision and Regulation of the Board of Governors. In
addition, as a result of thiegreement entered into with its regulator, CIB Marine has elected to defer all interest
payments on its junior subordinated debentures subsequent to December 3H®&08%er, this deferral period is
only permitted for five years, and kagexpiring in the first quarter of 200@ccording to the terms of its junior



subordinated debt agreemerdsying the deferral period, CIB Marine may not pay any dividends or distributions

on, or redeem, purchase, acquoemake a liquidation payment on its stock. See ltetkh&Z nage ment 6 s Di scu
and Analysis of Financial Condition and Results of OperatiRegulatory Matters in Part Il of this Form-kOfor

further information on the Agreememtlso, seetheliquidity discussiorand capital plaim Item 7 of this Formi0-K

for further informationonC1 B Mar i neb6s st r atoaisijusie sbodinated deloemwasterastr r e n t
payments.

CIlB Marineds ability to pay any dividends to its sh
Marinebs subsi di ar yo itbFedetaldaw prohibits ahg pagnient iofcheyrdididends tratldv
cause a bank to become undercapitalized. The abilisgadéchartered commercial banks to pay dividends is also
subject to restrictions primarily under the banking laws of the state under which the bank is organized. In the case of
Cl B Ma stae-ohartered banks, the laws of lllinois and Wisconsin are applicable. In additiorRBharfé the
bank® regulators have the authority to prohibit CIB Marine and its subsidiary banks from paying dividends,
depending upon CIl B Ma ialcanditos, if suchgaymentds deemmedkosconstifuie anaunsafe
or unsound practice.

Federal Deposit Insurance

As FDIGi nsured institutions, e a ¢ his regfiredGd pay dd@ositiinsueadce s u b s |
premiums based on the risk each pdsefie FDIC insurance funds. In Z8Qhe FDIC had the authority to raise or
lower assessment rates on insured deposits in order to achieve certain designated reserve ratios in the insurance
funds and to impose special additional assessments. The FDI@doated a premium rate schedule, which
provided for an assessment rarige2008 of 0.05% to 0.43% of domestic deposits, depending on the capital
category and supervisory category to whtich bank waassignedFor the first quarter of 2009¢se rangesiWwbe
increased by 0.07%and beginning in the second quarter of 2009, the ranges will be 0.07% to OFUHSér, in
February 2009, the FDIC issued a proposed interim rule to impose a spectahenessessment against all
financial institutions in theecond quarter of 2009, payable in the third quarter of 2009. The proposed rule is open to
public comment and subject to changeh e F D | -Ba8exl insuiarecd assessment system was amended by the
Federal Deposit Insurance Reform A¢t2006. Under regudtions effective for 208) each insured bank is placed in
one of four risk categories based on its level of capital, supervisory ratings and other risk measures, including debt
ratings for large institutions, and its insurance assessment rate is detdogniteedsk categoryln 2008 there waa
38 basis point spread between the highest and lowest assessment rates, so that banks classified by the FDIC in Risk
Category | are subject to an insurance assessment of five to seven basis points (accordidtbBed s as s e s s me
of the bankés strength), and banks classified by the F|
rate of 0.43%Risk assessment rates are determined on the last day of each quarter. On the assessment invoices
receivedfor the fourth quarter i2008,both Central lllinois Bank and Marine Bank were classified in Risk Category
Il. As further discussed in the Prompt Corrective Action section, in March 2009 Marine Bank stipulateebiea
andDesist order. This could &kt the risk category assigned to Marine Bank and result in higher deposit insurance
premiums in 2009.

The FDIC is authorized to terminate an institutionbs
institutiondés f i naonunsoand orchatntlieiinstitubon has engaged snauhsafe or unsound
practices or has violated any applicable rul e, regul at

regulatory agency. The termination of deposit insurance for CIB Masne banks woul d have a m
effect on CIB Marine. In addition to its insurance assessment, each insured institution is subject to quarterly debt
service assessments in connection with bonds issued by the government corporation that finfeoe@ltkavings

and loan bailout.

In October 2006, the FDIC Board of Directors approvemeatime assessmendredit. This credit, totaling $0.6
million for CIB Marinebs subsidiary banks, hasmbeen re
expense beginning in January 2007 and will continue to be recorded until the credit is exhausted. Of the $0.6
million, $0.2 million was used to offset the FDIC insurance premium duimrirtly 2008 an@007, and it is expected
the balance of the credit whle used in 2009
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Restrictions on Affiliate Transactions

Transactions between CIB Marine, its subsidiary banks and its nonbank subsidiaries are subject to a humber of
restrictions. Feder al l aw i mposes r eay banks fromomaking and | i
extensions of credit to, or the issuance of a guarantee or letter of credit on behalf of, CIB Marine or other affiliates,
the purchase of, or investment in, stock or other securities thereof, the taking of such securities a$ foollatera
loans, and the purchase of assets of CIB Marine or other affiliates. Such restrictions and limitations prevent CIB
Marine or other affiliates from borrowing from the subsidiary banks unless the loans are secured by marketable
obligations of designateamounts. Further, such secured loans and investments by the subsidiary banks to or in CIB
Marine or to or in any other newmanking affiliate are limited, individually, to 10% of the respective subsidiary
bankés capital and s uarelimited in theaaggiegateuoc20% of the respextive subsidiarys
bankbés capital and surplus. Al | such transactions must
than those that would be available from nonaffiliated third parties. &ere some state banking laws, like those in
lllinois, impose restrictions on affiliate transactions similar to those imposed by federal RiBvpdicies also
forbid the payment by bank subsidiaries of management fees which are unreasonable in amaeetahe fair
market value of the services rendered or, if no market exists, actual costs plus a reasonable profit.

At December 31, 2@)CI1 B Mar i neds s u 02 millian anroytstabding friscipah lzakdince® on
loans secured or partially seedrby CIB Marine stockNo gecific reservesvere allocated tohese loans. While
these loans were secured by CIB Marine stock, the borrowers did not use the proceeds to acquire the stock.

The restrictions on loans to directors, executive officers, péh@hareholdersand their related interests
(collectively referred to herein as HAinsiderso) cont ai
federally insured institutions. These restrictions include limits on loans to one borrowesratitibas that must be
met before such a loan can be made. There is also an aggregate limitation on all loans to insiders and their related
interests. These | oans <cannot exceed the institutiond
deternine that a lesser amount is appropriate. Insiders are subject to enforcement actions for knowingly accepting
loans in violation of applicable restrictions. Regulation O institutions are not subject to the prohibitions of the
Sarbane®xley Act of 2002 on ertain loans to insiders.

Community Reinvestment Act and Fair Lending

ClB Marineds subsidiary banks are subject to the Co
lending requirements and reporting obligations. The CRA generally requires fbdakihg agencies to evaluate
whether financial institutions are meeting the credit needkeiflocal communities, including lovand moderate
income neighborhoods and to rate such institutions and publicly disclose such ratings. State and fedemal agencie
also examine financial institutions compliance with fair lending laws. A bank may be subject to substantial penalties
and corrective measures for a violation of certain fair lending laws. Federal banking agencies are also authorized to
take compliancewih such | aws and a bankds CRA rating into cons
activities of a bank holding company and its banks, including expansionary activities. As of the date of its most
recent examinati on, arabardkshada CRA rBtindgwhat leasteadidacteryyu b si di

Compliance with Consumer Protection Laws

Cl B Marineds subsidiary banks are subject to many f
including the Truth in Lending Act, Truth in Savings AEfjual Credit Opportunity Act, the Fair Credit Reporting
Act, as amended by the Fair and Accurate Credit Transactions Act of 2003, Fair Housing Act, Real Estate
Settlement Procedures Act and Home Mortgage Disclosure Act. Among other things, these acts:

require banks to disclose credit terms in meaningful and consistent ways;

prohibit discrimination against an applicant in any consumer or business credit transaction;

prohibit discrimination in housingelated lending activities;

regulate the manner in whidtanks must deal with customers and certain information about customers;
require banks to collect and report applicant and borrower data regarding loans for home purchases or
improvement projects;

11



e require lenders to provide borrowers with information rdigmey the nature and cost of real estate
settlements;

e prohibit certain lending practices and limit escrow account amounts with respect to real estate
transactions; and

e prescribe possible penalties for violations of the requirements of consumer proteatigassand
regulations.

Privacy and Security

The GrammLeachB | i | e yGLBXO Jlso (establishes a minimum federal standard of financial privacy by,
among other provisions, requiring banks to adopt and disclose privacy policies with respect to cinfscmmeaion
and setting forth certain rules with respect to the disclosure to third parties of consumer information. CIB Marine has
adopted and disseminated its privacy policies pursuant to the GLBA. Regulations adopted under the GLBA set
standards for ptecting the security, confidentiality and integrity of customer information, and require notice to
regulators, and in some cases, to customers, in the event of security breaches. A number of states have adopted their
own statutes requiring notification eécurity breaches. In addition, the GLBA requires the disclosure of agreements
reached with community groups that relate to the CRA, and contains various other provisions designed to improve
the delivery of financial services to consumers while maintaiaimgappropriate level of safety in the financial
services industry.

USAPATRIOT Act of 2001

The USA PATRIOT Ac't of 2001 and its i mpl ementing regul ati
implemented for the purpose of strengthening the ability of the ®o8ernment to intercept and obstruct terrorism
by, among others, increasing the power of the U.S. government to obtain access to information and to investigate a
broad range of criminal activities. The Patriot Act expanded the definition of money langntteinclude terrorism,
terrorism support and foreign corruption, and increases the civil and criminal penalties for money laundering
offenses. The Patriot Act further applies certain-ardney laundering measures to United States bank accounts of
foreign persons; prohibits financial institutions from establishing, maintaining, administering or managing a
correspondent account with a foreign shell bank; provides for certain forfeitures of funds deposited in United States
interbank accounts by foreign bankprovides thdJnited StateDepartment of Treasufy i Tr easury Depar tr
with regulatory authority to ensure that certain accounts are not used to hide the identity of customers transferring
funds and to impose additional reporting requirements wiipa& to money laundering activities; provides
standards for verifying customer identification at account opening; and sets forth rules to promote cooperation
among financial institutions, regulators and law enforcement entities in identifying parti@sathdte involved in
terrorism or money laundering. The impact of the Patriot Act on financial institutions of all kinds is significant and
wide ranging. Regulatory authorities have increased compliance monitoring activities and have levied significant
fines and sanctions on many firms in the financial industry. No fines or sanctions have been levied on CIB Marine.

SarbanesOxley Act of 2002

The Sarbane®x | ey Act of 2002 (ASarbanesod) addresses corpor
Sarbaes required the creation of a fimeember oversight board appointed by the Securities Exchange Commission
(ASECO) t hat sets standards for accountants and has i
firms from providing various forms afervice to public audit clients, such as certain consulting services; requires
accounting firms to rotate partners working with public clients every five years; expands disclosure of corporate
operations and internal controls; requires certification a@rfaial statements by thentef ExecutiveOfficer and the
Chief Financial Officer of public companies; increases penalties and forfeitures for financial crimes or failing to
report events having a material effect on the financial statements or operat&oopsildfc company; and enhances
controls on and reporting of insider trading. Cl B Mar
controls over financial reporting in this report, as required by Section 404 of Sarbanes; however, siedhdria n
large accelerated filer nor an accelerated filer for the fiscal year ended December &lifs2@@istered public
accounting firm does not need to provide an attestation report with respect to such internal controls.
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Exchange Act

Cl B Ma stacki® régistered with the SEC. Under the Securities Exchange Act of 492nendedthe
AExchange Acto), ClB Marine is subject to the informat
governance and other requirements and réistnig of the Exchange Act.

Recent Regulatory Developments

In response to global credit and liquidity issues involving a number of financial institutions, the United States
government, particularly the Treasury Department and the FDIC, have taken g whmatraordinary measures
designed to restore confidence in the financial markets and to strengthen financial institutions, including capital
injections, guarantees of bank liabilities and the acquisition of illiquid assets from banks.

On October 3, 208 President Bush signed into law the Emergency Economic Stabilization Act of 2008 (the
AEESA0) enacted by the U.S. Congress. Pursuant to the
to take a range of actions for the purpose of stabiliaimd) providing liquidity to the U.S. financial markets and has
proposed several programs, including the purchase by the Treasury Department of certain troubled assets from
financi al institutions (the ATroubl e durchasesbg the TReadury e f Pr c
Department of equity of heiabt hyPufichapsei RITheEES@BO 0 | GICT
temporarily raised the limit on fedémeposit insurance coverage provided by the FDIC from $100,000 to $250,000
perdepositor.

Among other programs and actions taken by the bank regulatory agencies, the FDIC implemented the Temporary
Liguidity Guarantee Program (ATLGPO) to strengthen cor
The TLGP comprises thBebt Guar anty Program (ADPGO) a radee Prbgeam Tr ans a
(ATAGPO) . The DGP guarantees all newly issued senior
unsecured notes and commercial paper) up to prescribed limits issued tipatang entities beginning on October
14, 2008 and continuing through June 30, 2009. For eligible debt issued by that date, the FDIC will provide the
guarantee coverage until the earlier of the maturity date of the debt or June 30, 2012. The TAGRIloffers f
guarantee for noninterebearing transaction accounts held at Fin€ured depository institutions. The unlimited
deposit coverage was voluntary forgdie institutions and was in addition to the $250,000 FDIC depositdanse
per account that wasicluded as part of the EESA. The limits are presently scheduled to return to $100,000 on
January 1, 2010. The TAGP coverage became effective on October 14, 2008 and will continue for participating
institutions until December 31, 2009.

Capital Purchase Rygram

After reviewing the matter with its primary federal regulatof3 Marinedetermined not to participate in the
CPP at this time

Temprary Liquidity Guarantee Program

Initially, the TLGP programs, the DGP and TAGP, were provided at no cost fdiirshe80 days. On
November 3, 2008, the FDIC extended the-ayt period to December 5, 2008 to provide eligible institutions
additional time to consider the terms before making a final decision regarding participation in the program. CIB
Marineis enrolkd in both TAGP and DGP

On February 17, 2009, the American Recovery and Rein
law. Section 7001 of the ARRA amended Section 111 of the EESA in its entirety. While the Treasury Department
must promulgate redations to implement the restrictions and standards set forth in Section 7001, the ARRA,
among other things, significantly expands the executive compensation restrictions previously imposed by the EESA.
Such restrictions apply to any entity that has neambior will receive financial assistance provided under TARP, and
shall generally continue to apply for as long as any obligations arising from financial assistance provided under
TARP, including preferred stock issued under the CPP, remains outstaridoegC8 Marine did noparticipate in
the CPP, Section 7001 of the ARRA does not apply to it.
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Future Legislation

Various legislation is from time to time introduced in Congress and state legislatures with respect to the
regulation of financial institutins. Such legislation may change the banking statutes and the operating environment
of CIB Marine and its banking subsidiaries in substantial and unpredictable ways. CIB Marine cannot determine the
ultimate effect that potential legislation, or implemegtiregulations, if enacted, would have upon the financial
condition or results of operations of CIB Marine or its banking subsidiaries.

AVAILABLE INFORMATION

CIB Marine files various reports with the SEC. The reports include the annual report on Ferngdarterly
reports on Form @, current reports on Formk8 and amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Exchange .ACtB Marine makes all SEC filings available without charge to the
public on its web sitat http://www.cibmarine.com as soon as reasonably practicable after filed.

ITEM 1A. RISK FACTORS
Forward-Looking Statements

CIB Marine has made statements in this Annual Report on Fori, ificluding the discussion of CIB
Mar i nebds c apthiblten 7 of Partrl ofshéistForrh 8rt hat const-i bokendgf et awbe he |
within the meaning of the Private Securities Litigation Reform Act of 1995. CIB Marine intends these forward
looking statements to be subject to the safe harbor crédaesby and is including this statement to avalil itself of
the safe harbor. Forwatdoking statements are identified generally by statements containing works and phrases

such as fAmayo, fiprojecto, flar e conffiedsetnitnba t efs h ofiual ndt i kce ¢
similar expressions. These forwdrdo o ki ng st atements reflect CIB Marineds
events and financi al perfor mance, which are subject t

operations and the business environment, which could change at any time. Financial information contained in this
Form 10K for 2009 is unaudited.

Forwardl ooki ng statements are subject to significant roi
may differ materially from the results discussed in forwimaking statementd-actors that might cause such results
to differ from the results discussed in forwdodking statementsiclude, but are not limited to, the risk factors set
forth below.

Risk Factors

The following discussion sets forth certain risks that CIB Marine believes could have a material adverse impact
on its financial condition and results of operations. Additional risks that are not currently known to CIB Marine, or
that it curreny believes to be immaterial, may also have a mateadakrseeffect on its financial condition and
results of operations.

There is substantial doubt concerning the ability of CIB Marine to continue asa going concern for a
reasonable period of time.

Trust pref er r BuPDshelders are dwiedkis exdess of $100 million, all of whickugentlydue
and payableAt December 31, 2008ptal assets at the CIB Marine parent company were $117.1 million, which
included$13.2 millionof liquid assetsThere is no other source of repayment of the Truf&r tharthese assets
CIB Marine defaukd on one serieof the TruPSon March 25, 200&nd, absent additional capital, cash or a
successful restructuring of the TruPS, will default ondtteer three series of TruPSluring the second quarter of
2009.

AsaresultofC| B Ma cuirentidabibty to meet its obligationwith regard to the TruPS, combined with the

continued net losses sustained by CIB Marine during the gedrin consideration of &sting regulatory matters
there is substantialdouisti t h respect to CI B Marineds ability to cont
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CIB Marine expects Marine Bank to be subject to a formal enforcement action with regulatory authorities.

Under applicable laws, the D1 C, as the Banks®6 pr i mamsuer faeddileerstate r e g ul
regul ators as the Banksd chartering authorities, have
requirements on the Banks if they determine, upon examimati otherwise, violations of laws with which the

Banks must comply, or weaknesses or failures with respect to general standards of safety and soundness. Applicable
law prohibits disclosure of specific examination findings by an institution although lfemf@rcement actions are

routinely disclosed by the regulatory authoritiesMarch 2009 Marine Bank stipulated to a C&D which was signed

by the FDIC and the WDFI in early April 2009, and is expected to become effective in the near future. The C&D
primaiily resulted from the high level of nonperforming assets of Marine Bank and the resulting impact on its
financial condition. The C&D requires Marine Bank to take certain corrective actions focusing on reducing exposure

to nonperforming loans, charging offll loans classified as loss, imposes restrictions on lending to credits with

existing norperforming loans, and accruing interest on certain delinquent loans in addition to charging off
previously accrued interest on those loans. Key provisions alasda@ restriction on paying dividends without

regulatory approval, a requirement to maintain a minimum tier 1 leverage ratio of 10% at Marine Bank, retaining
qualified management, revising lending policies and procedures focused on documentation, ngpiataini
appropriate loan review and grading system, and adopting a comprehensive budget. Failure to adhere to the
requirements of the actions mandated by the C&D, once it becomes effective, can result in more severe restrictions
and civil monetary penaltiedhe C&D added no additional requirements to the asset quality and loan review
program previously implemented and currently maintained by Marine B2k Marine and Marine Bank also

remain committed to maintaining adequate capital levels. Generallycenfent actions such as the C&D can be

lifted only after subsequent examinations substantiate complete correction of the underlying issues.

If CIB Marine does not successfully renegotiatéts trust preferred securities and its related accrued interest
(ATPS0) it could have a thexdmpany. al adverse effect upon

FRB guidelines require CIB Marine and the Banks to maintain a minimum Tier | Core Capital ratio and a
minimum Total RiskBased Capital ratio at each quamed. While the Banks were in corigsice with this
requirement at December 31, 2 welBcapitaiZedguitielines as & that dateat i os
Based on CIB Marinebdbs current and projected |l evels of
satisfy tre Tier | Core Capital and Total Rikased Capital minimum ratios unless it raises additional capital
through the renegotiation ds TruPS(see the capital plan discussiontihe A LI qui di t Wpdaed Capi t
section ofltem 7 of this Form 14K). If CIB Marine cannot restructure its TruPS, its Banks could be subject to
further regulatory enforcement action, including, without limitation, the issuance of cease and desist orders (which
may, among ot her things, f aatMitiéseand pateatiglly placiogt thet imteea Ban k s 6
conservatorship or receivership). Furthermore, theP¥rbolders could in certain circumstanced$orce or be
directed to forceCIB Marine into an involuntary liquidation after the default date of their respeclineP,S
Notwithstanding the renegotiation of the TruPS, the Federal Reserve could take enforcement actiamystare
date, which could include theDIC or thestate regulators placing the Banks into receivership. If the Banks are
placed into a conseatorship or receivership, it is highly likely that this will lead to a complete loss of all value of
CIB Marinebés ownership interest in the Banks, and CI B
by the FDIC or the state regulators. In atidn, further restrictions could be placed on the Banks if following a
determination that the Banks are undercapitalized, significantly undercapitalized, or critically undercapitalized, with
increasingly greater restrictions being imposed as the leveldefroapitalization increases.

CIB Marine may be adversely affected by current economic and market conditions.

The national and global economic downturn has recently resulted in unprecedented levels of financial market
volatility which may depress overate market value of financial institutions, limit access to capital, or have a
material adverse effect on the financial condition or results of operations of banking companies in general and CIB
Marine and the Bank particular. In addition, the possibtiuration and severity of the adverse economic cycle is
unknown and may exacerbate CIB Marine's exposure to credit risk.

CIB Marine has been particularly exposed to downturns in the U.S. housing and commercial real estate markets.
Dramatic declines in #hhousing market over the past year, with falling home prices and increasing foreclosures,
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unemployment and undemployment, have negatively impacted the credit performance of mortgage loans and
resulted in significant writelowns of asset values by fir@al institutions. Reflecting concern about the stability of

the financial markets generally and the strength of counterparties, many lenders and institutional investors have
reduced or ceased providing funding to borrowers, including to other finansfitiifions. This market turmoil and
tightening of credit have led to an increased level of commercial and consumer delinquencies, lack of consumer
confidence, increased market volatility and widespread reduction of business activity generally. Theg resultin
economic pressure on consumers and lack of confidence in the financial markets has adverselyCdBected

Ma r i busidess, financial condition and results of operations. CIB Marine does not expect that the difficult
conditions in the financial marketse likely to improve in the near future. A worsening of these conditions would
likely exacerbate the adverse effects of these difficult market conditions on CIB Marine and others in the financial
institutions industry. In particular, CIB Marine may fabe following risks in connection with these events:

e CIB Marine expecs to face increased regulation a$ industry. Compliance with such regulation may
increasats costs and limifts ability to pursue business opportunities.

e CIl B Ma abilitp ® @sess the creditworthiness @é customers may be impaired if the models and
approachest uses to select, manage and underwrite customers become less predictive of future
behaviors.

e The proces€IB Marineuses to estimate losses inherentiig creditexposure requires difficult, subjective
and complex judgments, including forecasts of economic conditions and how these economic predictions
might impair the ability ofts borrowers to repay their loans, which may no longer be capable of accurate
estimaton andwhich may, in turn, impact the reliability of the process.

e Competition inthe bankingndustry could intensify as a result of the increasing consolidation of financial
services companies in connection with current market conditions.

e CIB Marinewill be required to pay significantly higher Federal Deposit Insurance Corporation premiums
because market developments have significantly depleted the insurance fund of the FDIC and reduced the
ratio of reserves to insured deposits.

e CIl B Ma liquidite éosild be negatively impacted by an inability to access the capital markets,
unforeseen or extraordinary demands on cash, or regulatory restrictions, which could, among other things,
materially and adversely affeit$ business prospects and financial condition

There can be no assurance that recently enacted legislation and other measures undertaken by the Treasury
Department, the FRB and other governmental agencies will help stabilize the U.S. financial system, improve
the housing market or be of specific beefit to CIB Marine.

Since October 2008, various legislation has been signed into law includirlgE®& which, among other
measures, authorized the Secretafythe Treasury Departmemd establish theTARP. The EESA gives broad
authority tothe TreasuryDepartmentto purchase, manage, modify, sell and insure the troubled mortgage related
assets that triggered the current €helBESA imiludes additiosal s a's
provisions directed at bolstering the economy, inclgdin

e Authority for theFRBto pay interest on depository institution balances;

e Mortgage loss mitigation and homeowner protection; and

e Authority to the SEC to suspend madkmarket accounting requirements for any issuer or class of
category of transactian

Pursuant to the TARP, the Treasubgpartmenthas createdhe CPPto provide access to capital to financial
institutions through a standardized program to acquire preferred stock (accompanied by warrants) from eligible
financial institutions that wilserve as Tier | capital.

The EESA also contains a number of significant employee benefit and executive compensation provisions,
some of which apply to employee benefit plans generally, and others which impose on financial institutions that
participate ithe TARP program restrictions on executive compensation.

In October 2008, the FDIC announced the establishmetedfLGP to temporarilyprovide insurance for all
norn-interest bearing transaction accounts and guarantees of certain newly issued secimedrdebt issued by

16



financial institutions (such as the Bapkbank holding companies and savings and loan holding companies (such as
CIB Marine).

There can be no assurance as to the actual impacthh&ESA and such related measures undertaken to
alleviate the credit crisis will have generally on the financial markets, including the extreme levels of volatility and
limited credit availability currently being experienced The failure of such measures to help stabilize the financial
markets and a comtilation or worsening of current financial market conditions could materially and adversely affect
Cl B Ma business,disancial condition, results of operations, access to credit or the trading fisc®mimon
stock.

Finally, there can be no assoca regarding the specific impact that such measures may have on CIBdMarine
or whether (or to what extent) CIB Marine will be able to benefit from such programs.

CIB Marine is subject to increases in FDIC insurance premiums and a oréme special assessme by the
FDIC.

Effective January 1, 2007, the FDIC adopted abiaked system for assessment of deposit insurance premiums
under which all institutions are required to pay at least minimum annual premiums. In addition, in an effort to
replenish the Desit Insurance Fund in the wake of the recent increase in bank failures in the United States, the
FDIC changed its rate structure in December 2008 to generally increase premiums effective for assessments in the
first quarter of 2009. Further, in FebruaryO20 the FDIC issued proposednterim rule to impose a special ene
time assessment against all financial institutions in the second quarter of 2009, payable in the third quarter of 2009.
The proposed rule is open to public comment and subject to chilmgasystem categorizes institutions into one of
four risk categories depending on capitalization and supervisory rating criteria. Due to thé [Rafdesnance in
2008 and these changes to the FDIC rate strudheg,FDIC insurancgpremiumscould increas significantly for
2009 and have a material adverse effectonl@8Br i neds results of operations.

The creditworthiness of other financial institutions couldadversely affect CIB Marine.

CIB Marineds ability to eng adpeadierselyimpacted by the actonsdridng t r
commercial soundness of other banks and financial institutions. Banks are interrelated as a result of lending,
clearing, counterparty and other relationships. As a result, defaults by, or even rumors or qabetibose or
more banks or the general banking industry have led to mailetliquidity problems and could lead to losses or
defaults by CIB Marine or by other financial institutions. Many of the transactions engaged in by CIB Marine and
the Banls in the ordinary course of business expd3d8 Marine to credit risk in the event of default ds
counterparty or customer. In such instances, the collateral heRiBbyarine may be insufficient to mitigatés
losses, ag may be unable to realize uponliguidate at prices sufficient to recover the full amount of the exposure
dueit. Such losses could have a material and adverse affé€toB M a nesulhoé operations.

Terrorism, acts of war, international conflicts and natural disasters could negatiely affectCI| B Mar i ne 6 s
business and financial condition.

Acts or threats of war or terrorism, international conflicts (including conflict in the Middle East), natural
disasters, and the actions taken by the U.S. and other governments in responseuergscbould disrupt business
operations and negatively impact general business and economic conditions in tHddor&ist activity, acts of
war, other international hostilities or natural disasters disrupt business operations, trigger techelalpgyord
failures, or damage physical facilities of tBanks their customers or service providers, or cause an overall
economic decline, the financial condition and operating result€IBf Marine could be materially adversely
affected. The potential fduture occurrences of these events has created many economic and political uncertainties
that could seriously harr©| B Ma busimesséand results of operations in ways that cannot presently be
predicted.

CIB Marineds earni ngsfected byothe discad and manetaryf policies nof they federdl

government and its agencies, which could affect repayment of loans and thereby materially adversely affect
CIB Marine.
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The policies of thé&RB impact CIB Marine significantly. ThERB regulates thesupply of money and credit in
the United States. Its policies directly and indirectly influence the rate of interest earned on loans and paid on
borrowings and interedtearing deposits and can also affect the value of financial instruments CIB Maiiise hol
Those policies determine to a significant extent CI B N
those policies are beyond ClI B MaRB poleiésscancaffenttthiB@aln k a6 d ar
borrowers, potentially irreasing the risk that they may fail to repay their loans. For example, a tightening of the
money supply by thERBcoul d reduce the demand for a borrowerds pt
affect the borrower 60s lea which cogdmaterialty advdisely afféctyCIBtMaring. e pay i t ¢

CIB Marine has suffered large losses in recent years and may not be able to executesttategic plan and
return to profitability.

Although CIB Marine has developed and implemented strategiesptove its profitability in the future, there
can be no assurance that these strategies wild.l be succ
to attract and retain borrowing customers, commercial loan officers and core depbsifswhich have been
negatively impacted as a result of losses and a weakened financial condition. If CIB Marine is unable to execute its
strategic plans and return to profitability, it will have a material impact on its business, results of operations and
financial condition. The inability to return to profitability may require CIB Marine to sell bank subsidiaries, reduce
the size of bank subsidiaries and/or reduce staff. There can be no assurance that if CIB Marine is required to sell
assets, it will be lale to do so on acceptable terms. Regulators could take further action against CIB Marine in the
event it does not return to profitabilignd maintain adequate capital levels

CIB Marine is subject to liquidity risk .

Liquidity risk is the potential thaCIB Marine will be unable to meet its obligations as they come due or
capitalize on growth opportunities as they arise because of an inability to liquidate assets or obtain funding on a
timely basis, at a reasonable cost and within acceptable risk tsrahiquidity is required to fund credit
obligations to borrowers, withdrawals by depositors, repayment of debt when due or called, operating expenses and
capital expenditures, among other things.

Liquidity is derived primarily from bankssued depositrgwth and retention; principal and interest payments
on loans; sale, maturity and prepayment of investment securities; net cash provided from operations; and access to
other funding sourcefcluding secured and unsecured borrowings

Cl B Mar i nyedcarsbe bffeaged bydaivariety of factors, including general economic conditions, market
disruption, operational problems affecting third parties or CIB Marine, unfavorable pricing, competition, CIB
Marineds <credit rati ng Ilaadditiora soyne of theg bolraving soyrcesr cassomarily ct i o n
utilized by CIB Marine have been restricted or unavailable d@itoB M a opératiregiesformance anfinancial
condition and could be further restricted

CIB Marineds resul t gect tofgenergd and aegional reconormicconditians, lwhich are
beyond its control.

ClB Marinebs success depends to a | arge degree on th
markets i Banksserve. Local economic conditions have a significenpact on the generation of commercial,
commercial real estate, and real estate loans; the ability of borrowers to repay these loans; and the value of the
collateral securing these loans. Adverse changes in the economic conditions of the marketh thedbdnks
operate could also negatively impact the financial resul&lofB M a opeératiens. §or example, adverse changes
in these factors could lead to reduced interest income and an increase in the provision for loamhizsges.
consistent withwhat has occurred during the current economic downturn with CIB Marine incurring significant
|l osses and a corresponding reduction in sharehol dersé
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CIB Marine operates in a highly regulated environment and is subject tesupervision and examination by
various federal and state regulatory agencies.

As a bank holding company, CIB Marine is regulated byRR8, and each ofhe Bankds regulated separately
by various federal and state banking regulators. This regulation isrityiméended to protedt h e  Bcastokersd
and their deposits rather thahl B Mas haeéBbBol der s . I n addition, Cl B Mari
under the Exchange Act aitds subject to regulation by the SEC and to public reporting requirsme

As of March 25, 2009CIB Marineremainedunderthe Agreement with the Reserve Bank which continues to
impose certain restrictions and reporting requirements including, but not limited to:

e Restrictions on dividend payments and redemption of shaxeBdMarine stock without regulatory
approval;

e Adoption of a comprehensive plan to improve earnings;

e Development of a plan to correct and prevent violations of banking laws and regulations related to affiliate
transactions.

In addition, banking regulatsercan take actions at any time which could have an adverse impact on CIB Marine.
These actions could include raising minimum capital amounts, restricting growth or other actions.

During 2008 the CIB Marine parentompany contributed $5.0 millioof capital to the Banks andsubsequent
to December 31, 2008ontributed an additional $2.0 milliaaf capitalto the Banks.

T h e B doankpsrtiolios contain concentrations of credit to oneborrower, related borrowers or borrowers
in the same industry, which ceatesspecial credit risks.

Credit risk atthe Bankss primarily related to the risk that a borrower will not be able to repay some or all of
their obligations tothe Banks.Concentrations of credit risk occur when the aggregate amount owed by one
borrower, a group of related borrowers, or borrowers within the same or related industries or groups represent a
relatively large percentage of the total capital or total credit extended Bgnk Although each loan in a
concentration may be of sound qualitgncentration risks represent a risk not present when the same loan amounts
are extended to borrowers that are not a part of a concentration. Loans concentrated in one borrower depend, to a
large degree, upon the financial capability and character of theidoal borrower. Loans made to a group of
related borrowers can be susceptible to financial problems experienced by one or a few members of that group.
Loans made to borrowers that are part of the same or related industries or groups can be all ixpacsetywith
respect to their ability to repay some or all their obligations when adverse conditions prevail in the broader economy
or even within just the respective industries or groups.

At December 31, 2@) CIB Marine had certain concentrations oédit risk, which are described in more detail
in thel @ditConcentrationd s e c ltem @ of this Form 14X.

CIB Marineds profitability is depeimcdnent upon its abilif

ClB Marinebs ©pri mary s sincome which is then differenee betweenntleetinteriest t er e
income earned on interesarnings assets (consisting primarily of loans and securities) and the interest expense paid
on interestearing liabilities (consisting primarily of deposits and other hwirigs). The level of net interest
income is a function of the average balance of intexasting assets, the average balance of intbezsing
liabilities, and the spread between the yield on such assets and the cost of such liabilities. Theseeactors a
influenced byt h e Babilitk te attract loans and core deposits and the pricing and mix of these and other
interestearnings assets and interbstaring liabilities which, in turn, are impacted by such external factors as the
local economy, competitn for loans and deposits, monetary policy, and market interest rates.

The level of net interest income is influenced by movements in such rates of interest, and the pace at which such

movements occur. If the interest rates on intebestring liabilities increase at a faster pace than the interest rates on
interestearning assets, the result could be a reduction in net interest income and with it, a reduction in earnings. CIB
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Marinebs net interest i ncome and tees ratesonigterestmming assetsbe s i m
decline more quickly than the interest rates on intdreating liabilities. In addition, such changes in interest rates

could have an effect on the ability to originate loans and attract and retain deposits; whleiéaof financial assets

and liabilities; and the average life of loan and securities portfolios.

CIB Marine is subject to credit risk.

CIB Marine is exposed to the risk that third parties that thweBankanoney, securities, or other assets wilt no
repay their obligations. Credit risk arises anytithe Bankscommit, invest or otherwise extend funds through
contractual agreements, whether reflected on or off the balance sheet. These parties may default on their obligations
due to bankruptcy, lackf éiquidity, operational failure or other reasons.

Cl B Macredinresldis concentrated in h e Blaan gostfélics. Credit risk is affected by a variety of
factors including creditvorthiness of the borrower, the sufficiency of underlying colldtehee enforceability of
third-party guarantees, changing economic and industry conditions and concentrations of credit by loan type, terms
or geographic area, changes in the financial condition of the borrower or other party, and by credit and ugderwritin
policies.

CIB Marine has established an allowance for l oan | ¢
probable losses inherenttinh e  Blean posgfdlics. The determination of the appropriate level of the allowance
involves a high degreesfubj ect i vity. | f CI B Marineds assumptions ar

not be sufficient and additional provisions may need to be made. In addition, bank regulatory agencies periodically
review the adequacy of the allowance and may reairincrease in the allowance or loan chaff® Increases in

the allowance orchargef f s coul d have a materi al adverse effect on
operations.

The current economic environment poses significant challengégso ClI B Mar i neb6s efforts to
plan.

CIB Marine is operating in a difficult and uncertain economic environment which makes a quick return to
profitability unlikely. This will continue to put pressure on already declining capital ratidgdBatMarine. In
addition to the deteriorating credit quality due to the economic downturn, troubled worldwide credit markets and the
specific contraction of the U.S. housing market which have been reflected in higher provision for loan losses and
loan chage-offs, these same trends may also cause valuation changes and losses in other balance sheet items, most
notably the investment portfolio. During future periods, as the full effects of the economic conditions on CIB
Marineds i nvest mmmt CIBMarihefmay experierece verdedns in @srinvestment portfolio if
it is determined in the future that some of the investments have beerthathéere mpor ari |l y i mpaired
OTTI adjustments to assets or a continued deterioration in condbaid further reduce the level of capital and
could result in CIB Marine otthe Banksbeing considered undercapitalized. Being undercapitalized from a
regulatory standpoint would likely result in additional restrictions being placed on CIB Marine, fadhé@ting its
ability to meet its obligations as they come due. At both December 31, 2008 and 2007, CIB Marine was subject to
the Agreement it entered into with tHeeserve Banlkn the second quarter of 2004. Failure to comply with the
Agreement could dve a material adverse effect on CIB Marine and its operations.

Cl B Marineds accounting pol i dtirepatsis findnciaheohdhiandrsl reauitse ¢ r i t i
of operationsand require management to make estimates about matters that arengertain.

Accounting policies and methods are fundamental to how CIB Marine records and reports the financial
condition and results of operations. Management must exercise judgment in selecting and applying many of these
accounting policies and methods #®y comply with Generally Accepted Accounting Principles in the United
States (AUS GAAPO) .

Management has identified certain accounting policie
judgment to ascertain the valuations of assets, ligdsilicommitments and contingencies. A variety of factors could
affect the ultimate value that is obtained either when earning income, recognizing an expense, recovering an asset,
or reducing a liability.CIB Marine hasestablished detailed policies and toh procedures that are intended to
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ensure these critical accounting estimates and judgments are well controlled and applied consistently. In addition,

the policies and procedures are intended to ensure that the process for changing methodologies accurs i
appropriate manner. Because of the uncertainty surrou@in®@ M a judgmeat$ and the estimates pertaining to

these matters, CIB Marine cannot guarantee that it will not be required to adjust accounting policies or restate prior
period financials at e ment s . See the ACritical Accounting Policie
Section andtem 8,Note :Summary of Significant Accounting Policigs Part Il ofthis Form 106K.

Changes in accounting standards could adversely affe@iB Ma r i mepdited financial results.

The bodies that set accounting standards for public companies, including the Financial Accounting Standards
Boar d ( AF AEERAM otherst perimdic&8lly change or revise existing interpretations of the accourting an
reporting standards that govern the way that CIB Marine reports its financial condition and results of operations.
These changes can be difficult to predict and can mat e
cases, CIB Marine codl be required to apply a new or revised accounting standard, or a new or revised
interpretation of an accounting standard, retroactively, which could have a negative impact on reported results or
result in the restat emen tsfoopkior@tios. Mar i neds financial st

CIlB Marineb6s disclosure controls and procedures may nof

CIB Marineés disclosure controls and procedures are
be disclosed in ports filed or submitted under the Exchange Act is accumulated and communicated to
management , and recorded, processed, summari zed, and
rules and forms. CIB Marine believes that any disclosure cen@mold procedures or internal controls and
procedures, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that
the objectives of the control system are met.

These inherent limitations include the realities fhdgments in decisieomaking can be faulty, that alternative
reasoned judgments can be drawn, or that breakdowns can occur because of simple error or mistake. Additionally,
controls can be circumvented by the individual acts of some persons, by collisiom @ more people or by an
unauthorized override of the controls. Accordingly, because of the inherent limitatiché iB  Ma contmole 6 s
system, misstatements due to error or fraud may occur and not be detected.

Significant legal actions could subjecCIB Marine to substantial uninsured liabilities.

CIB Marine is from time to time subject to claims related to its operations. These claims and legal actions,
including supervisory actions by regulators, could involve large monetary claims and sigridéfanse costs.
Substantial legal liability or significant regulatory action against CIB Marine could have material adverse financial
effects or cause significant reputational harnit tavhich in turn, could seriously harits business prospects. CIB
Marine may be exposed to substantial uninsured liabilities, which could @ffeesults of operations and financial
condition.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

The following table provides information relating to the mateeal properties owned or leased by CIB Marine
and its subsidiaries as of December 31,820Mhe Bankslease or sublease office space to CIB Marine and to its
nonbank subsidiaries.

Owned or  Date Opened
Location Leased or Acquired

SUBSIDIARY BANK S:

CENTRAL ILLINOIS BANK FACILITIES

Sidney, lllinois Owned 09/87
Champaign, Illinois Owned 09/88
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Urbana, lllinois Owned 03/90

Arrowsmith, lllinois Owned 10/91
Champaign, Illinois (Midtown) Owned 04/94
Monticello, lllinois Leased 05/95
Danwville, lllinois Owned 08/95
Decatur, lllinois Leased 10/95
Peoria, lllinois Leased 09/97
East Peoria, lllinois Leased 10/97
Bloomington, Illinois Owned 10/00
Peoria, lllinois (Knoxville)(a loan production office) Leased 12/01
Peoria, lllinds (Grand Prairie) Leased 04/03
MARINE BANK FACILITIES

Pewaukee, Wisconsin Leased 02/98
Wauwatosa, Wisconsin Leased 05/98
Franklin, Wisconsin Leased 08/00
Indianapolis, Indiana Leased 09/98
Carmel, Indiana Leased 08/00
Scottsdale, Arizona Leased 10/01

NONBANK SUBSIDIARIES:
CIB MARINE BANCSHARES, INC.

Champaign, Illinois Leased 10/99
Chicago, lllinois Leased 02/08
Naperville, lllinois Leased 02/06

None of the properties owned by CIB Marine or its subsidiaries are subjeottonbrances material to the
operations of CIB Marine and its subsidiaries. CIB Marine considers the conditions of its properties to be generally
good and adequate for the current needs of the businesses of it and its subsidiaries.

ITEM 3. LEGAL PROCEEDIN GS
Material pending litigation, other than that of a routine nature in the ordinary course of business, is as follows:

In June 2004, John C. Ruedi, a former employee of CIB Marine, filed an action against CIB Marine in the
Circuit Court of the Sixth Judial District, Champaign County, lllinois for rescission or damages, including punitive
damages, in connection with plaintiffdéds October 1, 200
shares of CIB Marine common stock at various exerpigces. On June 3, 2005, a first consolidated complaint was
filed by Dennis Lewis, a shareholder, and other alleged shareholders of CIB Marine in the United States District
Court for the Central District of Illinois, Urbana Division, against CIB Marind eertain of its current and former
officers and directors. The filing consolidated two actions that had been filed in January 2005: one filed by Lewis in
the United States District Court for the Central District of Illinois, Urbana Division and and#eeinf the United
States District Court for the Central District of lllinois, Peoria Division by Elaine Sollberger, a purported
shareholder, whose claims were voluntarily dismissed in connection with the consolidation and were not reasserted
in the consadbtated complaint. Plaintiffs sought to maintain the action as a class action, claiming violations of
Section 10(b) of the Exchange Act and Rule-50ihereunder by CIB Marine and other defendants and liability of
certain defendants other than CIB Marineden Section 20(a) of the Exchange Act as controlling persons. The
federal court in Urbana, Illinois granted the motion of CIB Marine and several other defendants to transfer the action
to the United States District Court for the Eastern District of Wisnps#ting in Milwaukee, Wisconsin.

On August 14, 2008, a settlement conference was held in the Dennis Lewis and John Ruedi matters. As a result
of that settlement conference, the remaining defendants reached an agreement with the plaintiffs irsldoth suit
settle those cases. The general terms of the settlement involved the pay@#BtNégrine of approximately $3.4
million, together with an additional amount paid® B Maamdheidsdi vi dual s idcugiveofdant s o6
costs, and the defendas 6 agr eement to certification of a plaintiff
(all persons who purchasé&ll B  Ma stackbetveen January 21, 2000 and April 12, 2004), in exchange for
which all claims againstIB Marine,its insurerand the individual defendants in both lawsuits would be dismissed.
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The partiesd agreement to settle the cases was subj e
the terms of the settlement in the Lewis case by the court in that ¢ess® donditions were satisfied in the fourth
guarter of 2008 and an order was entered dismissing the Lewis case. In DecembEtR00&inepaid the agreed
upon amount to settle both cases. An order has been entered in the Lewis case dismissingsthgaitzstalB
Marine and the individual defendants. No appeal has been taken from the approval of the settlement in the Lewis
case. A final order dismissing the Ruedi case in accordance with the settlement was entered in February 2009.

As part of the sdgment of the Ruedi and Lewis cas€$B Maring the individual insureds, and the insurer
executed mutual releases discharging all parties of all liability or obligations on existing or future claims under the
policy or claims for recovery from any insuted

In 2003 CIB Marine chargedff $41.7 million related to a condominium project in Chicago. The loan had been
originated byCIB Marined former Chicaggh ased banking subsidiary, but the b
and guarantors were transferredtB Marine in November 2004 when the bank was sold to an unaffiliated third
party. Since then, CIB Marine has pursued collection from the guarantors on the loan. CIB Marine continues to
pursue its claims, including available appeals, ibutoes not expécany material, favorable outcome from the
collection proceedings.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

CIB Marine did not submit any matters to a vote of its shareholders during the quarter ended December 31,
2008.

Supplemental item. Executive Officers of Registrant.

The following table sets forth the names, ages and positions of all executive officers of CIB Marine at March 1,
2009, the period that each has held positions simesst h CIl| B
experience during at | east t hlaws, pective dfficevsare glected annuallyyn d e r
by the Board of Directors, and each executive officer holds office until his/her successor has been duly elected and
qualified or uni the earlier of his/her death, resignation or removal.

Name and Age Office and Experience

John P. Hickey, Jr. (§ Mr. Hickey has served as President and Chief Executive Officer of CIB M
since March 2007Chairman of CIB Marine since February D0®, Director of
CIB Marine since May 2007, and Director, President and CEO of Marine
since April 2006. Prior to joining Marine Bank, Mr. Hickey was Senior
President of Business Banking at Guaranty Bank in 2006; and from 20
2005 held seniormanagement positions with Marsh McLennan, first
Managing Director of the Western region, then as the Managing Directo
substantial business segment of the company.

Edwin J. Depenbrok & Mr. Depenbrok was appointednoremployeeSenior Vice Pradent and Chief
Financial Officerof CIB Marinein January 2008. Mr. Depenbrok, through

consulting firm, dbrok group, LLCAfbrokd), was engaged as a consultant
CIB Marine in February 2007 to provide financial management services
Depenbrok fouded and has been employed by dbrok since 2001.

Charles J. Ponicki & Mr. Ponicki has served as Senior Vice President and Chief Credit Odfic
CIB Marine since January 2008, and was Wisconsin Market Preside
Marine Bank from September 2007 to Dexeer 2007. From 2006 t
September 2007, Mr. Ponicki provided acquisition sourcing and due dilig
credit policy and governance, and de novo formation consulting servic
banks. From 2002 to 2005, Mr. Ponicki was Executive Vice Preside
Business Bnking at Cole Taylor Bank.
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Daniel J. Rasmussen3¢ Mr. Rasmussen has served as Senior Vice President, General Counsg
Secretary of CIB Marine since April 2005. He was Vice President and S
Attorney of CIB Marine from 1999 to 2005.

Michael L. Rechkemmer (8) | Mr. Rechkemmer has been Executive Vice President of CIB Marine since
1999 and Chief Operations Officer since April 2000. He was interim Pres
and CEOo f Cl B fdaneriChicadb anking subsidiary, ClBhicago
from March 2004 tcNovember 2004.

Patrick J. Straka @ Mr. Straka has served as Senior Vice President, Chief Investment Officg
Economist of CIB Marine since February 1999. He was Vice Presi
Investment Officer and General Auditor of CIB Marine from 1995 to Fealyr
1999.

PART Il

| TEM 5. MARKET FOR REGI STRANT6S COMMON EQUI TY, RELATED
AND ISSUER PURCHASES OF EQUITY SECURITIES

Although there is currently no active trading market for shareS bfB Mar i ne 6 s ,te@ommonn st oc k
stockisqwt ed on the Pink Sheets under the trading symbol f
mark-up, markdown or commission and may not necessarily reflect actual transactions. The following table sets

forth the high and lovsalespricesfor CIB Marine common stock for the past two years as quoted on the Pink

Sheets.

OTCBB Bid Quotations

Fiscal Quarter Ended High Low

March 31, 20@ $ 507 $ 4.60
June 30, 20D 4.67 3.35
September 30, 200 4.10 245
December 31, 200 3.20 1.05
March 31, 208 3.35 1.20
June 30, 208 2.95 1.35
September 30, 2@0 135 0.25
December 31, 2 0.50 0.01

As of March 31 200, there were approximately234 holders of record of CIB Marine common stock.

CIB Marine has not paid cashvitiends on its common stoaluring the last two fiscal year#és a result of
recent losses, CIB Marine does not currently have any intentions to pay a cash dividend. Further, CIB Marine is
restricted hyits regulators from paying cash dividends. Also, aesult of theAgreement entered into with its
regulator, CIB Marine haagreedo defer all interest payments on its junior subordinated debentures subsequent to
December 31, 2003. According to the terms of its junior subordinated debt agreementssuttirdeferral period,
CIB Marine may not pay any dividends or distributions on, or redeem, purchase, aoquireke a liquidation
payment on its stock. Restrictions on CIB Marineds abi
transferfunds to it for the payment of dividends are discussed undet t em 7, Management 6s [
Analysis of Financial Condition and Results of Operatiang alsdtem 8, Note B3-St o ¢ k h dEuiyanrParbll
of this Form 16K. CIB Marine will periodially evaluate its financial position to determine whether to pay cash
dividends in the future.

CIB Marine did not sell any of its securities within the past three yehish were not registered under the
Securities Act of 1933s amendedr repurchasany of its securities during the fourth quarter of 2008.

ITEM 6. SELECTED FINANCIAL DATA

The following table sets forth Cl &cludingrcompaniesheldferl ect ed
disposal The following information should be read iromgunction with Item 8Financial Statements and
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Supplementary Datand Item " Manage ment 6 s Di scussion and Analysis of
Operations presenteéd Part Il of this Form 1&.

At or for the Year Ended December 31,
20 2007 2006 2006 2004
(Dollars in thousands, except share and per share data)

Selected Statements of Operations Data

Interest and dividend income $ 56141 $ 62,694 $ 61,509 $ 59,849 $ 69,979
Interest expense 34,501 40,067 38,242 34,795 37,287
Net interest income 21,640 22,627 23,267 25,054 32,692
Provision for (reversal of) credit losses 22,063 6,413 (4,384) (8,669 17,432
Net interest income (loss) after provision for credit losses (423) 16,214 27,651 33,723 15260
Noninterest income(1) 6,158 3,050 4,542 2,933 3,678
Noninterest expense 41,648 34,472 42,131 51,008 52,729
Loss from continuing operations before income taxes (35,913 (15,208) (9,938) (14,352) (33,791)
Income tax expense (benefit) 320 3 (99) (1,208 (5,240
Net loss from continuing operations $ (36,233 $ (15,211) $ (9,839) $ (13,149 s (28,559
Common Share Data
Basicloss from continuing operations $ (198) $ (0.83) $ 054) $ 0.72) $ (1.56)
Diluted-loss from catinuing operations $ (198 $ 0.83) $ (0.54) $ 0.72) $ (1.56)
Dividends s} ¢} s} 3 s}
Book value per share $ 081l $ 329 $ 391 $ 432 $ 5.08
Weighted average shares outstandiagic 18,333,779 18,333,779 18,333,779 18,333,779 18,245,884
Weighted average shares outstanetiiigted 18,333,779 18,333,779 18,333,779 18,333,779 18,245,884

Financial Condition Data
Total assetexcluding assets of companies held for disposal $ 905408 $ 1,003,936 $ 993,472 $ 1,132,515 $ 1,371,043

Loansexcluding loans of companies held for disposal 555,207 595,259 522,624 515,544 746,615
Allowance for loan losses (19,242 (20,706) (20,906) (24,882) (29,551)
Securities 280,452 316,321 345,602 493,409 379,024
Deposits 694,632 745590 739,784 867,700 1,178,488
Deposits of branches held for sale o] o] 55,365 66,991 o]
Borrowings, including junior subordinated debentures and guarat

trust preferred securities 151,663 159,473 91,510 94,108 87,916
Stockhol dersdé equity 14,802 60,306 71,613 79,182 92,892

Financial Ratios and Other Data
Performance Ratios:

Net interest margin (2) 2.19% 2.39% 2.29% 2.06% 2.21%
Net interest spread (3) 164 1.57 1.59 1.57 1.91
Noninterest income to averagssets (4) 061 0.31 0.43 0.20 0.24
Noninterest expense to average assets 4.15 3.54 4.01 4.05 3.49
Efficiency ratio (5) 149.82 134.25 151.50 184.60 144.98
Loss on average assets (6) (3.61) (1.56) (0.94) (1.04) (1.89)
Loss on averge equity (7) (84.32 (22.21) (13.56) (15.23) (33.02)

Asset Quality Ratios:
Nonaccrual loans restructured loans and loans 90 days or mor

due and still accruing to total loa(®) 2.90% 3.18% 4.24% 8.17% 8.41%
Nonperforming asse and loans 90 days or more past due and !
accruing to total assés) 1.89 2.02 2.24 3.98 4.79
Allowance for loan losses to total loans 347 3.48 4.00 4.83 3.96
Allowance for loan losses to nonaccrual loans, restructured loe
and loans 9 days or more past due and still accruiy 119.43 109.37 94.37 59.06 47.08
Net chargeoffs (recoveries) to average loans 3.90 1.14 (0.08) (0.67) 4.06
Capital Ratios:
Total equity to total assets 1.63% 6.01% 7.21% 6.99% 6.78%
Total riskbased capital ratio 10.04 17.26 20.95 21.54 17.53
Tier 1 riskbased capital ratio 5.02 10.62 14.32 15.45 13.16
Leverage capital ratio 3.58 7.92 9.51 9.20 9.08
Other Data:
Number of employees (futime equivalent) 197 258 301 359 482
Number of banking facilities 18 25 30 37 41

(1) Noninterest income from continuing operations includes pretax gains on investment securities of $0.fbntiflogear ended December 31, 2005. There were
no pretax gains on investment securitie008,2007,2006and 20@.

(2) Net interest margin is the ratio of net interest income, on-adaivalent basis, to average intereatning assetsn the future,CIB Marinedoes not expect to
realize all the tax énefits associated with texempt assets due to substantial logséas incurredand for all years presentedo U.S. federal or state loss
carryback potential remains. Accordingly, interest income oret@mpt earning assets has not been adjustedleotrthe taxequivalent basis. 12008,2007,
2006,2005 and 2004 had been shown on aemuivalent basis of 35%he net interest margin would have be&80%,2.43%, 2.3%%, 2.13% and 2.29%,
respectively.

(3) Net interestatespread is the yield on anage interesearning assets less the rate on average indeeesing liabilities.

(4) Noninterest income to average assets excludes gains and losses on securities.

(5) The efficiency ratio is noninterest expense divided by the sum of net interest irmomeaaxequivalent basis, plus noninterest income, excluding gains and
losses on securities.

(6) Loss on average assets is net loss divided by average total assets.

(7) Loss on average equity is net loss divided by average common equity.

(8) Excludes loas held for sale from nonaccrual loans, nonperforming assets and 90 days or more past due and still accruing loans.
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I TEM 7. MANAGEMENT® S DI SCUSSI ON AND ANALYSI S OF FI N
RESULTS OF OPERATIONS

CRITICAL ACCOUNTING POLICIES

The financial condition and results of operations presented in the consolidated financial statements,
accompanying notes to the consolidated financial statements, selected financial data appearing elsewhere within this
report, and managementrdoes dd penudesrntonumpnnd @InER|l Mai isn ebd s
selection and application of these accounting policies involve judgments about matters that affect the amounts
reported in the financial statements and accompanying notes.

Presented below are discigss of those accounting policies that management believes are the most important
(ACritical Accounting Policies0o) to the portrayal and
of operations. These Critical Accounting Policies reqmta nage ment 6 s most di fficult,
judgments about matters that are inherently uncertain. These estimates are based on information available as of the
date of the financial statements; accordingly, as this information changes, the fistaigiments could reflect
different estimates or judgments. Certain policies inherently have a greater reliance on the use of estimates and as
such have a greater possibility of producing results that could be materially different than originally repeeted
also Item 8, Note-Bummary of Significant Accounting Policiés Part Il of this Form 16K.

Allowance for Loan Losses

CIB Marine monitors and maintains an allowance for loan losses to absorb an estimate of probable losses
inherent in the loan pddlio. CIB Marine maintains policies and procedures that address the systems of controls
over the following areas of the allowance: the systematic methodology used to determine the appropriate level of the
allowance to provide assurances they are mairdaimeccordance with generally accepted accounting principles
(AGAAPO) ; t he account i-offg angp cetovedes;ette afseassment an@d measurenaent gok
impairment in the loan portfolio; and the loan grading system.

CIB Marine evaluates cein commercial loans individually for impairment as required by Statement of
Financi al Accounti ng Adcaumicgay dredifofs HF IME@RiONent df @ LoamdISEAS
No. 118,Accountingby Creditors for Impairment of a Lodncome Recogtion and Disclosures.oans evaluated
individually for impairment include nonaccrual loans, loans past due 90 days or more and still accruing, restructured
loans and other loarigentified by managemenas being impairedThe evaluations are based uponcdisited
expected cash flows from the loan or collateral valuations and all other known relevant information. If the
evaluation shows that a loan is individually impaired, then a specific reserve is established for the amount of
impairment. Loans, includingll residential real estate, home equity and consumer loans which are not evaluated
individually are assessed for impairment under SFAS NAcBounting for Contingencigsi SFAS 50) wi th g
of loans that have similar characteristics.

For loans whichare not individually evaluated, CIB Marine makes estimates of losses for groups of loans as
required by SFAS 5. Loans are grouped by similar characteristics, including the type of loan, the assigned loan grade
and the general collateral type. A loss ratiiecting the expected losses inherent in a group of loans is derived based
upon estimates of expected default and | oss rates for
and related migration analysis. The resulting estimate afetosor groups of loans are adjusted for relevant
environmental factors and other conditions, including: borrower and industry concentrations; levels and trends in
delinquencies, chargeffs and recoveries; changes in underwriting standards and riskiaeléetel of experience
and ability of lending management; national and local economic conditions; analafice sheet positions.

The amount of estimated impairment for individually evaluated loans and the estimate of losses for groups of
loansare added together for a total estimate of loan los3dse estimate of losses forayps of loans includes an
assessment of a range of likely loss outcomes and the most likely outcome iBhistatal estimate ofoanlosses
is compared to the allowance farah losses of CIB Marine as of the evaluation .ddtéhe estimate of losses is
greater than the allowance, an additional provision to the allowance would be made. If the estimate of losses is less
than the allowance, the allowance would be reduced. GABrd recognizes the inherent imprecision in estimates of
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losses due to various uncertainties and variability related to the factordousstimate loan losseff different
assumptions or conditions were to prevail and it is determined that the altoigamat adequate to absorb the new
estimate of probable losses, an additional provision for loan losses would be made, which amount may be material
to the consolidated financial statements.

Income Taxes

CIB Marine recognizes expense for federal andestatome taxes currently payable as well as for deferred
federal and state taxes for estimated future tax effects of temporary differences between the tax basis of assets and
liabilities and amounts reported in the consolidated balance sheets, as vesls asiryforwards and tax credit
carryforwards. Realization of deferred tax assets is dependent upon CIB Marine generating sufficient taxable income
in either the carryforward or carryback periods to cover net operating losses generated by the rdgerpararfy
differences. A valuation allowance is provided by way of a charge to income tax expense if it is determined that it is
not more likely than not that some portion or all of the deferred tax asset will be realized. If different assumptions
and condions were to prevail, the valuation allowance may not be adequate to absorb unrealized deferred taxes and
the amount of income taxes payable may need to be adjusted by way of a charge or credit to expense. Furthermore,
income tax returns are subject tad#& by the IRS, state taxing authorities, and foreign government taxing
authorities. Income tax expense for current and prior periods is subject to adjustment based upon the outcome of
such audits. CIB Marine believes it has adequately accrued for &alge income taxes payable and provided
valuation allowances for deferred tax assets where it has been determined to be not more likely than not that such
assets are realizable. Accrual of income taxes payable and valuation allowances against defassststare
estimates subject to change based upon the outcome of future events.

CIB Marine has entered into tax allocation agreements with its subsidiary entities included in the consolidated
U.S. federal and unitary and combined state income tax retnchsling U.S. operations of companies held for sale
or disposal. These agreements govern the timing and amount of income tax payments required by the various
entities.

Due to the significant losses incurred in 2006 through 2008, management has ddteéhatirieis not more
likely than not that the entire net deferred tax assetl6fL8 million at December 31, 2008, which includes the
entire net deferred tax asset of companies held for sale or disposaPahi§®n, will be realized. Therefore, a
valuation allowance for the entire amount has been established, including net deferred tax assets of companies held
for sale or disposal.

INTRODUCTION

The following is a discussion and analysis o8, CIB Mar
2008 and 200, and its changes in financial condition and results of operations for the three years ended December
31, 20@, 2007 and 20@®. References in the discussion below to ACII
unless otherwise specifiedhis discussion and analysis should be read in conjunction with the consolidated
financial statements and notes containeBart IlI,Item 8 of this Form 1&.

OVERVIEW

During 2008, CIB Marine continued to focus on the comprehensive capital plaredutliits 2007 Form 1&.
The primary goal of the capital plamasto bring theTruPSinterest payments curreas soon as practble. In
addition to the execution of the capital plan, management continued its efforts to improve the efficiency of CIB
Marine by focusing on increasing revenue through the ad
markets, continuing cost savings initiatives started in 2007, and maintaining a high level of customer service while
actively seeking new business opipmities. These activities included the sale of the branches, deposits, and most of
the loans for Citrus Bank, NA.

Net loss increased td3%.4 million in 2008 compared to a net loss of $13.8 million in 2007 af@id#illion in
2006.Total ssets declinetb $0.9billion compared to $1.0 billion at December 31, 2007. This largely reflected the
sale of assets and deposits of Citrus Bank, NA during 2008. The continuing losses of CIB Marine have resulted in
decreases in consolidated capital ranbBecember31, 2008. Total Equity to Assets at year end 2008 &30
compared t®.01% at December 31, 2007
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In light of the current operating environment and net losses in each of the six years ended December 31, 2008,
CIB Marine andthe Bankshave continued tavork closely with the respectiveregulators. CIB Marine remains
under the Agreement withits regulator,the Reserve Bankwhich continues to impose certain restrictions and
reporting requirements including, but not limited to:

e Restrictions on dividendgyments and redemption of shares of CIB Marine stock without regulatory
approval,
Adoption of a comprehensive plan to improve earnings;
Development of a plan to correct and prevent violations of banking laws and regulations related to affiliate
transactios.

In March 2009 Marine Bank stipulated to a C&D which was signed by the FDIC and the WDFI in early April
2009, and is expected to become effective in the near future. The C&D primarily resulted from the high level of
nonperforming assets of Marine Bankdathe resulting impact on its financial condition. The C&D requires Marine
Bank to take certain corrective actions focusing on reducing exposure {fperfonming loans, charging off all
loans classified as loss, imposes restrictions on lending to cwéttitexisting noaperforming loans, and accruing
interest on certain delinquent loans in addition to charging off previously accrued interest on those loans. Key
provisions also include a restriction on paying dividends without regulatory approval,isemesnt to maintain a
minimum tier 1 leverage ratio of 10% at Marine Bank, retaining qualified management, revising lending policies
and procedures focused on documentation, maintaining an appropriate loan review and grading system, and
adopting a comprelmsive budget. Failure to adhere to the requirements of the actions mandated by the C&D, once
it becomes effective, can result in more severe restrictions and civil monetary peffdte€&D added no
additional requirements to the asset quality and laanew program previously implemented and currently
maintained by Marine BankCIB Marine and Marine Bank also remain committed to maintaining adequate capital
levels. Generally, enforcement actions such as the C&D can be lifted only after subsequentt@xemin
substantiate complete correction of the underlying issues.

NotwithstandingC1 B  Mar i n e 6 s new équity antd a capital infuseom tereugh the renegotiation of the
TruPS, federal or bank regulators could take enforcement action, whichinolulde placing CIB Marine and/or
the Banks into receivershipuring 2008 theCIB Marine parentompany contributed $5.0 millionf capitalto the
Banks angdsubsequent to year erzbntributed an additional $2.0 milliayf capitalto the BanksIn addifon, bank
regulators could continue to increase minimum capital leatetee BanksThe circumstances describedRart Il,
Iltem 8,Note13-St oc k h ol d and smBart E emilARysk Factorsof this Form 16K, combined with the
continued net losseand in consideration of existing regulatory matteraise substantial doubt concerning the
ability of CIB Marine to continue aggoing concern

RESULTS OF OPERATIONS
The following discussion relates to continuing operations unless otherwise noted.
Net Loss

Cl B Marineds n BO6 millian$ream ainat dosseofa$d 38dmilliBn in 2007 to a net loss of.%3
million in 2008. Loss from continuing operations increaséd.® million from $15.2 million in 2007 to $2
million in 2008. Net incomerbm discontinued operations increased $0.4 million from $1.4 million to $1.8 million
during the same respective periods mainly due to a partial reversal of a tax exposure item related to a subsidiary CIB
Marine sold in 2004. See the income tax discussiofuirther information on this exposure item.

The £1.0 million increase in net loss from continuing operations was primarily due to @ §ilbon increase
in the provision for credit losses and a&million increase in noninterest expense. These ausowere partially
offset by a $3.1 million increase in noninteregtomeresulting primarily from thegain recognizedon the sale of
the deposits of CIB Marinedbds Florida bandeswasgrivenbyosi di ar
an ncrease in net charggfs during 2008 as compared to 2007 and an increase in the provision for theafexed
home equity pooland the construction and development lodrtee ¥.2 million increase in noninterest expense
was the result of a $3.4 milliort&lement expense relatemlthe Lewis litigation and a $2.8 million increase in write
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down and losses on assets during 2008 compared to Z887increase in write down and losses on assets was
mainly due tothe charge f f of CI B Mar i orestatstoryitrosts elgingrthe fodrth guarterfofp2008.
SeefiOther Assetddiscussion for further informatioisee Item 3d_egal Proceedings in Part | of this FormKAdor

further information regarding the litigation settlemeRtrofessional services inciad $1.5 million primarily
reflecting legal and accounting expense related to specific transactions, lawsuits and efforts related to the capital
plan.

Cl B Mar i n ex@eased&5millibndrensa net loss of $9.3 million in 2006 to a net loss &&.8illion
in 2007. Loss from continuing operaticinsreased5.4 million from $9.8 millionin 2006to $15.2 million in 2007.
Net income from discontinued operations increadeé fillion from $0.6 million to $1.4 million during the same
respective peodsmanly due toa partial reversal of a tax exposutemrelated to aoldsubsidiary.Seethe income
tax discussion for further information on this exposure item.

The $%.4 million increase in net loss from continuing operatifrmosn 2006 to 200%vasprimarily due to a $0.8
million change in the provision for credit lossieem a net recovery of$4.4 million in 2006 as compared to a
provision of$6.4 million in 2007, and a $1.5 million decrease metgain on sale of branels The change in the
provision for credit losses wadriven bynet chargeoffs during 2007 as compared to net recoveries in 2006 and an
increase in the provision for the fixed rate home equity pools CIB Marine purchased in 2006 and the first quarter of
2007. Thedecreases in net ing® resulting from the provision and branch sales vpamrtially offset by a $7.
million decrease in noninterest expense. The 2006 noninterest expense included a $1.8 million settlement expense
related to the Hadley litigation and $1.1 million impairment securities. Additionally, compensation expense
decreased $2.million in 2007 compared to 2006 due to management initiatives and the closing and sales of
branchesand professional services decreased $1.1 million during the same period primarily catki¢ed legal
fees resulting fronthe settlement of litigation.

Net Interest Income

Net interest income is the most significant componen
difference between interest earned on integashing assets drinterest paid on deposits and other borrowed funds.
Net interest margin is this difference expressed as a percentage of averageeatamegtassets. The amount of
CIB Marinebs net interest income i s andtheeraume and felgtives ever a
mix of interestearning assets and interd&aring liabilities. Although CIB Marine can control certain of these
factors, others, such as the general level of credit demand, fiscal policy and Federal Reserve Board miiretary p
are beyond CI B Marineds control

The following table sets forth information regarding average balances, interest income, or interest expense, and
the average rates earned or paid for eachityadtegaiesB Mar i n
Interest incomen taxexempt securities has not been adjusted to reflect the tax equivalensinasi€|B Marine
does not expect to realize all of the tax benefits associatedheitesecuritiesdue to substantial losses incurred.

There were no tavexempt loans ir2008, 2007 or 2006. See Item 8Note 2XIncome Taxesn Part Il of this Form
10-K for additional information.

Year Ended December 31,
2008 2007 2006
Average Interest Average Average Interest Average Average Interest Average
Balance Earned/Paid Yield/Cost Balance Earned/Paid Yield/Cost Balance Earned/Paid Yield/Cost

(Dollars in thousands)

Assets
Interest-earning assets:

Securities:
Taxable $ 322143 $ 16,158 502 $ 302,541 $ 14,755 4.88% $ 406,560 $ 18,512 4.55%
Taxexempt (1) 785 41 5.22 1,569 81 5.16 3,520 161 4.57
Total securities 322,928 16,199 5.02 304,11C 14,836 4.88 410,080 18,673 4.55
Loans held for sale 1,406 19 1.35 61 5 8.20 25 2 8.00
Loans (2)(3):
Commercial 77,938 4503 5.78 62,004 4,683 7.55 50,234 3,873 7.71
Commercial real estate 402,029 25307 6.29 408,064 30,558 7.49 418,907 30,790 7.35
Consumer 126,506 8,801 6.96 112,491 9,386 8.34 56,017 3,871 6.91
Total loans 606473 38,611 6.37 582,55¢ 44,627 7.66 525,158 38,534 7.34
Reverse repurchase securities aadkfal
funds sold 57,090 1,312 2.30 58,802 3,226 5.49 79,731 4,300 5.39
Total interestearning assets (1) 987,897 56,141 5.68 945,532 62,694 6.63 1,014,994 61,509 6.06
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Noninterest-earning assets:

Cash and due from banks 15,918 17,415 22,886
Premises and equipment (4) 7,590 10,087 12,572
Allowance for loan losses (21,426 (29,919 (22,968)
Receivables from sale of stock (68 (127) (176)
Accrued interest receivable and other
assets 14,759 20,485 23,677
Total noninterestearning assets 16,773 27,941 35,991
Total assets $ 1,004670 973,473 $1,050,985
Liabilities and St
Interestbearing liabilities:
Deposits:
Interestbearing demand deposits $ 36981 $ 266 0.72% $ 36,132 $ 363 1.00% $ 43,001 $ 425 0.99%
Money market 143149 3,276 2.29 170,96€ 7,018 4.10 194,290 7,723 3.97
Other savings deposits 12,112 99 0.82 15,224 151 0.99 21,839 219 1.00
Time deposits (5) 473,707 19,102 4.03 466,151 22,163 4.75 507,013 20,880 4.12
Total interestearing deposits(4) 665,949 22,743 342 688,473 29,695 4.31 766,143 29,247 3.82
Borrowingsshortterm 108054 2,097 1.94 39,328 1,698 4.32 22,915 1,008 4.40
Borrowingslong-term 17,738 774 436 2,542 118 4.64 4,834 245 5.07
Junior subordinated debentures 61,857 8,887 14.37 61,857 8,556 13.83 61,857 7,742 12.52
Total borrowed funds 187,649 11,758 6.27 103,727 10,372 10.00 89,606 8,995 10.04
Total interestearing liabilities 853598 34,501 4.04 792,20C 40,067 5.06 855,749 38,242 4.47
Noninterest-bearing liabilities:
Noninterestbearing demand deposits(4) 65374 75,670 91,668
Accrued interest and other liabilities 42,725 37,119 30,988
Total noninterestbearing liabilities 108,099 112,788 122,656
Total liabilities $ 961,697 $ 904,98¢ $ 978,405
Stockhol dersé equi 42,973 68,484 72,580
Total liabilities $ 1004670 $ 973473 $1,050,985
Net interest income and net interest
spread (1)(9 $ 21,640 1.64% $ 22,627 1.5 $ 23,267 1.5%%
Net interestearning assets 1342 $ 153,332 $ 159,245
Net interest margin (1)(7) _ 21% _ 2.3 22
Ratio of average interestearning assets
to average interest-bearing liabilites ____ 1.16 . 11¢g 119

(1) In the future, CIB Marinedoes not expect teealize all of the tax benefits associated with-éaempt assets due to substantial lossesas incurredandat
December 31, 2@) 2007 and 208 no U.S. federal or state loss carryback potential remains. Accord2@fg, 2007 and 206 are not presented on a tax
equivalent basis. 12008, 2007 and 20® had been shown on a taguivalent basis of 35%, the net interest margin would have b2@%, 2.43% and 234%,
respectively.

(2) Loan balance totals include nonaccrual loans.

(3) Interest earned on loans includes amortized loan fees 4indidion, $0.6 million and $.6 million for the years ended December 31, 20R007 and 206,
respedtely.

(4) Includes fixed assets and deposits of branches held for sale or sold20888007 and2006.

(5) Interestratesandamounts include the effects of derivatives entered into for interest rate risk management and accounted for as fagegalue hed

(6) Net interest rate spread is the difference between the average rates ondargiegtassets and interdaring liabilities.

(7) Netinterest margin is the ratio of net interest income, on-adaialent basis, to average intereatning asets.

Net interest income decreased $1.0 million, or 4.4%, from $22.6 million in 2007 to $21.6 million in 2008. The
decrease was mainly attributable dagreater decline in intereshcome versus the decline in interest expense
resulting primarily from dclines during the first and fourth quarters 2008 in the federal funds rate, the Prime Rate
and shorterm US Dollar LIBOR rates, which are used to reset interest rates on variable rateTtoansas
partially offset by the net interest income deriveahnirthe increased volume of total interearning asset<IB
Marine has various strategies to improve net interest income, including growing loans extended to local commercial
banking relationships and reducing the castsleposits, managing investmerits improve performance of the
portfolio, using collateralized borrowings such as FHLB advances and repurchase agreements when they have a
relative cost advantage over other bank funding sources and it is consiste@tIwigh M a liquiditye sirategy,
adjusting its deposit interest rates, which often lag key banking indices when those indices change aagdidly,
implementing strategies to reduce the level of interest accruals relaitsdjunior subordinated debenturésee
di scussi on o f itaplaBouthhadin tndeiusltyeaapd Capi t al PlinthisRagd,at ed se
ltem 7)

Net interest income decrease@d. Gmillion, or 2.8%, from $23.2 million in 2006 to $22.6 million in 2007. The
decrease was mainly attributable to the changatis paid on liabilities relative to those earned on aséétie
the average yield on interesaérning assets increased 57 basis points in 2007 compared to 2006, the average costs of
interestbearing liabilities increased 59 basis points.

The following table presents an analysis of changes in net interest income resulting from changes in average
volumes of interestarning assets and interdsaring liabilitiesand average rates earned and paid.
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Year Ended December 31, 2B0Compared to Year Ended December 31, 200Compared to

Year Ended December 31, 200(2) Year Ended December 31, 206 (2)
Volume Rate Total % Change Volume Rate Total % Change

(Dollars in thousands)
Interest Income

Securitiestaxable $ 975 % 428 $ 1,403 9.51% $ (4999 $ 1242 $ (3,757 (20.29)%
Securitiestax-exempt (1) (41) 1 (40) (49.38) (99 19 (80) (49.69
Total securities 934 429 1,363 9.19 (5,098 1,261 (3,837 (20.55)
Loans held for sale 21 @) 14 280.00 3 o) 3 150.00
Commercial 1,056 (1,239 (180) (3.84) 890 (80) 810 20.91
Commercial real estate (446 (4,805) (5,251, (17.18) (806, 574 (232 (0.75)
Consumer 1,086 (1.671) (585) (6.23) 4,574 941 5,515 14247
Total loans (including fees) 1,696 (7,712) (6,016) (13.48) 4,658 1,435 6,093 15.81
Reverse repurchase securities an
federal funds sold 91 (1.823) (1914 (59.33) (1,147 73 (1,074 (24.98)
Total interest income (1) 2,560 (9,113) (6,553) (10.45) (1,589 2,769 1,185 1.93
Interest Expense
Interestbearing demand deposits 8 (105) 97 (26.72) (69) 7 (62) (14.59)
Money market (1,009 (2,736) (3,742 (53.32) (951, 246 (705, 9.13
Other savings deposits 27 (25) (52 (34.44) (66) 2) (68) (31.05)
Time deposits 355 (3416) (3.061) (1381) (1,779 3,055 1,283 6.14
Total deposits (670 (6,282) (6,952, (2341) (2,858 3,306 448 1.53
Borrowingsshot-term 1,726 (1,327) 399 2350 709 (19) 690 68.45
Borrowingslong-term 663 () 656 555.93 (108; (19) (127, (51.84)
Junior subordinated debentures o] 331 331 3.87 o] 814 814 10.51
Total borrowed funds 2,389 (1,003) 1,386 13.36 601 776 1,377 15.31
Total interest expense 1,719 (7,285) (5,566, (13.89) (2,257 4,082 1,825 4.77
Net interest income (1) $ 841 $ (18289 $ (989 (4.36)% $ 673 $ (1,313 $ (640 (2.79%

(1) Inthe future, CIB Marinedoes not expect teealize all of the tax benefits associated with-éaempt assets due to substantial lossésas incurredand &
December 31, 2@) 2007 and 20@ no U.S. federal or state loss carryback potential remains. Aogbyd2008, 2007 and 20® are not presented on a tax
equivalent basis.

(2) Variances which were not specifically attributable to volume or rate have been allocated proportionally between volumesing absolute values as a basis
for the allocationNonaccruing loans were included in the average balances used in determining yields.

Interest Income

Total interest income decreased $6.6 million, or 10.5%, from $62.7 million in 2007 to $56.1 million in 2008. The
decrease was the result of a 95 basistpiecrease in the average yields earned on intesgsing assets, partially
offset by a $42.4 million increase in average balances on intEagsng assets. The largest decrease was in interest
income on loans which decreased by $6.0 million, or5%3, from $44.6 million during 2007 to $38.6 million
during 2008 In addition, interest income on federal funds sold decreased by $1.9 million primaribyichaeily to
a decline in the average yields of federal funds sold. The decrease in interestancoeres and federal funds sold
was partially offset by a $1.4 million increase in interest income on securities doeb1®.8 million increase in
average balances outstanding in 2008 compared to 2007 and a 14 basis point increase in averagegigitison s

Total interest income increased Sillion, or 1.9%, from $1.5million in 2006 to $&.7 million in 2007. The
increase was the result o6& basis point increase in the average yields earned on inteneshg assetqartially
offset by a$69.5million decline in average balances interesiearning assetd he largest increase was in interest
income on loans which increased by $6.1 million, or 15.8%, from $38.5 million d2@idg) to $44.6 million during
2007. The increase in loan intera@sicome was primarily due to a $87million increase in the average balance
resulting from the purchase of two pools of fixed rate second lien home equitydiaang the second quarter of
2006 and the first quarter of 200&dditionally, the average g on loans increased 32 basis points due to the
rising rate environment and the purchase of the home equity. gdwspools which were purchased in June 2006
and February 2007 had a weighted average yield of 9.5% and 10.1%, respe8@elthe loan disission for
further information on the 2007 purchaSéhe increase in interest income on loans was partially offset by a $3.8
million decrease in interest income on securities due mainyy decrease of $106.0 million average balances
outstanding in 207 compared to 2006 he decrease wanainly due to repayments and sales of U. S. government
agency and mortgage backed securities. In accordance with its liquidity risk management strategies, CIB Marine
used a portion of these proceedssédtledepositssold as part of the branch salasdto purchase higher yielding
assets.

Interest Expense

Total interest expense decreased $5.6 million, or 13.9%, froni $4idion in 2007 to $34.5 million in 2008.
The decrease was the result of a 102 basis point aeciia the average rate paid on intebestring liabilities,
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partially offset by a $61.4 million increase in the average balances of these liabilities. Interest expense on deposits,
the largest component of interdsaring liabilities, decreased $7.0 lioih, or (23.4%), from $29.7 million in 2007

to $22.7 million in 2008, due to a 89 basis point decline in average deposit costs incurred during a falling rate
environment and a $22.6 million decrease in average deposit balances. Additionally, interast dxpm
borrowings increased $1.4 million during 2008 compared to 2007 primarily due the increase in the average balances
of short and long term borrowings used to offset the decline in average deposits balances and the compounding
effect of interest payent deferrals and higher yields on the junior subordinated debentures. CIB Marine has
continued to defer the payments of interest on its junior subordinated debentures. Interest accrues on each of the
deferred payments at the coupon rate of the debentuesding a compounding effect for the interest expense of the
debentures. This causes interest expense for the debentures to increase each year and become an increasing
percentage of total interest expense and total average irtbeaastg liabilities. Br 2008, the interest expense for

the debentures was $8.9 million, or.8% of total interest expense and 0.9% of total average earning assets; for
2007, the interest expense for the debentures was $8.6 million, or 21.4% of total interest expense ahtb&9%
average earning assets; and for 2006 the interest expense for the debentures was $7.7 million, or 20.2% of total
interest expense and 0.8% of total average earning assets.

Total interest expense increased3illion, or 4.8%, from $38.2 milliorn 2006 to $4QL million in 2007. The
increase was the result of a 59 basis point increase in the average rate paid orbeadresiiabilities, partially
offset by a $63.5 million decrease in the average balances of these liabilities. Interes¢ expeleposits, the
largest component of interelsearing liabilities, increased million, or 1.5%, from $29.2 million in 2006 to
$29.7 million in 2007, due to a 49 basis point increase in average deposit costs incurred during a rising rate
environmentpartially offset by a $78.million reduction in average deposit balances. Additionally, interest expense
from borrowings increased $1.4 million during 2007 compared to 2006 primarily due the compounding effect of
interest payment deferrals and higheddseon the junior subordinated debentures.

Net Interest Margin/Net Interest Spread

Cl B Marineds net interest mar gi n, wh i c h-eaining assbt® r at i o
decreased by 20 basis points during 2008 compared to 2@D#tsanet interest spread, which is the difference
between the rate earned on average int&@sting assets and the rate paid on average interaghg liabilities,
increased by 7 basis points during the same pefiibd. net interest margin decreasaswprimarily due to the
increased reliance on interest bearing liabilities to fund the interest earning assets and the decline in the average
yield on interest earning assets funded by-imberest bearing liabilities and capital.

Cl B Mar i ne trsargin mdreasiechbly #0rbasis points during 2007 compared to 2006 and its net interest
spread decreased by 2 basis points during the same period. The increase in the net interest margin was primarily due
to rising yields on assets funded by nonintebesting funding sources.

Provision for Credit Losses

The provision for credit losses represents charges made to earnings in order to maintain an adequate allowance
for loan losses and losses on unfunded commitments and standby letters of credit. Thendwvisedit losses
increased $13.million from $6.4 million for the year ended December 31, 2007 thXaillion for the year ended
December 31, 2008.

The increase in the provisiaturing 2008 as compared to 20@@s primarily due to an increase irencharge
offs and deterioration in the credit quality of certain segments of the loan parffbkoincrease in chargdfs was
predominately in commercial real estate constructionpamchasedhome equity loans.

During 2008, the provision for credibdses allocated to the purchased home equity pools was $11.3 million
compared to $6.2 million during 2007. The $6.2 million provision allocated to these two pools in 2007 was
primarily due to the purchase of the second pool of home equity loans in FeP@0dgnd a sharp deterioration in
credit quality beginning in the second quarter of 20@Tje the $11.3 milliorprovisionrecorded in 2008 related to
deterioration in the credit quality of these pools and the decision by CIB Marine to changi&ijtzgchargeoff
100% of the outstanding principal balance of each loan in the pool when the loan is classified as 90 days past due on
the servicer report received during the period. During 2008, $12.4 million of these loans were-offargegbared
to $2.0million during 2007 At December 31, 2008 and 2007, the remaining balance of these two purchased pools
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was $52.2 million and $73.0 million, respectively, with an allocated allowance of $4.5 million and $5.3 million,
respectively.

During 2008, real estatmarkes continued to show signs of stress and deterioration, contributing to increased
chargeoffs and provisions. In particuladeterioration in the credit quality abnstruction and development loans
resulted in provisions of $10 million for this type of loanin 2008 A substantial portion of tise provisionsrelated
to residential construction and development loans in the Florida and Arizona markets.

The provision for credit losses was $6.4 million during 2007, compareg:ttaecoveries o$4.4 milion
during 2006. The change in the provision was primarily due to an increase in the cumulative total of commercial,
commercial real estate and commercial real estate construction loans during 2007 compared to a decrease in the
cumulative total of thes@ans during 2006; a $1.8 million decrease in nonaccrual loans during 2007 compared to an
$8.4 million decrease in these loans during 2006; and net ebffsyeompared to net recoveries during the same
respective periods. Additionally, during 2007, CIB harincreased its provision related to home equity loans to
account for the purchase of a $48.2 million closed end pool of fixed rate second lien home equity loans in February
2007 and to account for the deterioration in this pool and a similar $47.8mpthol it purchased in June 2006.

At December 31, 2007, CIB Marine had a $73.0 million remaining principal balance on the $96.0 million
closedend second lien home equity loan pools it purchased in June 2006 and February 2007. The quality of the loan
pods deteriorated in part due to the deterioration in the housing markets and the sudden and significant tightening of
credit standards and reduction in credit availability in the mortgage finance markets beginning in the third quarter of
2007. The ratio oftotal loans past due 30 days or more, including nonaccrual loans, to outstanding principal
balances of these two pools was 1.7% and 5.4% at December 31, 2006 and 2007, respectively. Due to the
deterioration and the purchase of the $48.2 million pool inudgel 2007, the provision for credit losses related to
these pools increased from $1.1 million in 2006 to $6.2 million in 2007.

Due primarily to the rapid decline in economic conditions during the first quarter of 2009, CIB Marine
recognized net chargaffs of $3.5 million and provisions for loan losses of $2.9 million during the quarter related to
its purchased home equity loan pools.

Noninterest Income

Noninterest income increased $3.1 million, or 101.9%, from $3.1 million for the year ended Dec&n##i73
to $6.2 million for the year ended December 31, 2008. The increase was mairity ghia on sale of branches.
During 2008, CIB Marine recognized a $4.3 million gain on the sale aff éfle branches and substantially il
the loans and deposit$ its Florida banking subsidiary. This compares to a $1.1 million gain recognized in 2007 on
the sale of two branches ownedMgrine Bank

Noninterest incomeéecreased $.5 million, or 32.8%, from $4.5 million in 2006 to $3.0 million in 2007, mainly
due to net gains recognized argreater number dfranch saleduring 2006than in 2007 During 2007, CIB Marine
sold two branches at a net pretax gain ofi$iillion while during the same period @006 CIB Marine sold six
branches at a combined pretairgof $2.7 million.

Noninterest Expense

Total noninterest expense increasad2million, or 20.8%, from $344 million in 2007, to $4.6 million in
2008. The increase was primarily the result of the following:

e Professional services increased $1.5 onillior 44.2%, during 2008 compared to 2007, primarily due to
increased legal fees related to loan collection and world@ated services, as well as services related to the
capital plan.

e Data processing increasetl.@million during 2008 compared to 200Buring the fourth quarter of 2007 CIB
Marine began outsourcing its data processing, which was previously perforinedsie.

e Foreclosed property expense increased $0.3 million during 2008 compared to 2007 mainly due to two
commercial properties that wef@reclosed upon related to one borrowing relationship located in lllinois. The
properties were acquired in the third quarter of 2007.
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e A $3.4 million settlement expensgasrecognized irR008 related to the Lewis litigatioGee Item 3 egal
Proceedings iPart | of this Form 14& for further information regarding this litigation.

e Write down and losses on assets increased $2.8 million mainly due to the-offacdeC1 B Mar i ned s
investment irfour statutorytrusts during the fourth quarter of 20@efiOthe Asset® discussiorfor further
information.

e During 2008, CIB Marine management determined that certain of the seciiritiell were otheithan
temporarily mpaired and accordingly recognized a.$million impairment loss See Securities for further
information regardinguchadjustments.

e FDIC and state assessment increased fillion during 2008 compared to 2007 mainly due to increased
FDIC insurance premiums.

e The increases in the noninterest expense items listed above were offset by decreaspsnpatiom and
employee benefits, equipment, occupancy and preroisapproximately $3.5 million in 2008 he number
of full-time equivalent employees declined to 197 at December 31, 2008 from 258 at December 31, 2007
These decreases were mainly dueyemagement cost savings initiativésanch sales and closures.

Total noninterest expense decreas&d $nillion, or 18.2, from $2.1 million in 2006, to $344 million in
2007. The decrease was primarily the resulthaf following:

A Compensation and engyee benefits expense decreas2a illion or 11.3% from $£0.5 million in 2006 to
$18.2 million in 2007. The decrease is primarily due to the sale and closure of certain bank branches during
2006 and 2007The total number of fullime equivalent emplaes of companies included in continuing
operations, decreased from 301 at December 31, 2006 to 258 at December 31, 2007.

A Impairment loss on securities was $1.1 million for the year ended December 31, 2006 compared to none for
the year ended December 2D07. During 200,/but prior to the issuance @6 2006 consolidated financial
statemerd, CIB Marineelectedto sell certain of its available for sale securities. As a result of this decision,
CIB Marine determined it would not be holding these certarusties for a period of time sufficient to
recover the carrying value at December 31, 2006. Accordingly, CIB Marine realized a $1.1 million other
thantemporary impairment loss on these certain securities during 2006ese othethantemporary
impairmen losses were due to changes in general market interest rates and the decision to the sell the
securities and not due to credit or liquidity risks or events. The strategy included purchasing higher yielding
government securities having a positive effeaniggys in the subsequent periodshere were no such
impairment losses during 2007.

A Professional services decreasedi$million mainly due to reduced legal expenses resulting from the
settlement otertainlitigation in 2006.

A Other expense decreased.4 million from $9.3 million for the year ended December 31, 2006 to $5.9
million for the year ended December 31, 2007 mainly due to a $1.8 million contingent liability recognized in
the first quarter of 2006, decreased regulatory assessments and @og$ sasulting from management
initiatives and the closure and sale of certain bank branches. The contingent liability expense related to the
settlement of the Hadley litigation in the first quarter of 2007.

Income Taxes

The 20® through 208 financial $atements recognizeortax benefit on the consolidated net operating lofses
continuing operationdue to significant federal and state net operating loss carryforwards on which the realization
of related tax benefits is not more likely than not. Thietiooiing operations income tax benefits for 2008 through
2006 consisted primarily of the allocation of taxes in accordance with tax sharing agreements with companies
included in discontinued operations that would have been payable had it not been ésséiseflom continuing
operations included in CIB Marinebds consolidated retur.|

In June 2006, the FASB released FASB Interpretation NoAd&unting for Uncertainty in Income Taxas
Interpretation of FASB Statement No. 109 F 1 N 48 0) . FtheNaccduBting cahda repiorting €os
uncertainties in income tax law. FIN 48 prescribes a comprehensive model for the financial statement recognition,
measurement, presentation and disclosure of uncertain tax positions taken or expected to be taken taxincome
returns. CIlB Marine adopted FIN 48 on January 1, 2007
investment in an lllinoigeal estateinvestmenttr u s t (AREI To) owned by its former
which was sold in 2004. As december 31, 2006, CIB Marine maintained a $1.9 million liability related to its
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exposure. The cumulative effect of adopting FIN 48 was a $1.0 million increase in liabilities of companies held for
disposal and a $1.0 million decrease to the January 1, 2@8ned earnings balance. During 2007 CIB Marine
incorrectly determined that the statute of limitations expired with respect to a portion of this exposure. As a result of
this event, CIB Marine reversed $1.3 million of the tax liability through a cteditiscontinued operations tax
expense while also recording a $0.3 million charge to its discontinued operations tax expense for interest and
penalties related to the remaining REIT tax exposure. Diniaghird quarter 02008, CIB Marine learned thateh

statute of limitations had in fact not expiraedd increased its REIT tax exposure by $1.7 million, including interest

and penalties through that date December 200&he lllinois Department of Revenweccepted a $0.5 million
payment in full settlemerof the issue and CIB Marine reversegl®million of the tax liability through a credit to
discontinued operations tax expense.

CIB Marine files income tax returns in the U. S. federal and various state jurisdictions. CIB Maminliger
subject toincome tax examinations by U. S. fedetat authorities for years before 2004, and state tax authorities
for years before 2D

FINANCIAL CONDITION
Overview

On August 15, 2008, CIB Marine completed the sale of the branches, depustitnost of the los of its
Florida banking subsidiary, Citrus Bank, at book value plus a deposit premium, for a combination of cash and
common stock of the parent company of the purchaser.cdhsideration received was in the formaafsh and
equity shares of the purchas@hese equity shares had a market valueld fillion on the date of purchasad
$0.8 million at December 312008 The sale included $86.7 million of deposits and $41.0 million in assets,
including $38.6 million in loans, $2.1 million in net premisew equipment, $0.6 million in Reserve Bank stock
and $0.3 million in other l'iabilities. bSlewfortfuther ALI qui
information.

During 2008, CIB Marine experienced a decline in the fair value of its sesuptrtfolio due tahe
distressed financial markets and deterioration in the housing and banking sectors. As a result of this decline and
|l osses incurred in 2008, CIlB Marinebs capi t48niliodecr ease
atDecember 31, 2008. Whil e each of CIB Marinebs subsid
December 31, 2008, as defined by federal banking regulations, CIB McFiee 1 leverage ratio fell below the
Ami ni mum capital 0 derhragwWasoty cdpithl gaidelindds farthdr dissusaedin thdiquidity
and Capital Plan Updaiesectionbelow, CIB Marine is continuing to pursue efforts to restructureTitsPS
obligations.Also, as noted in the Subsequent Events section below, lin Aganil, 2009, the FDIC and the DFI
signed a C&D for Marine Bank. Among other things the C&D requires an increase in capital at Marine Bank, which
has been completed through a contribution of capital from the CIB Mpaiemtcompany. It should also beoted
that, notwithstanding maintenance of capital at this higher level, FDIC regulations require that the bank be described
as fadequately capitalizedd as |l ong as the C&D remains

As of April 10, 2009, the initial voting deadline establishedtlie Consent Solicitatio{ t h e fiConsent
Sol i ci, ICiBtMarmen wap notified that a sufficient number of negative votes were cast by the applicable
holders of two series of TruPS to prevent approval of the Plan of Restrudtutinge A Pl ann g.Bps&le st r uct
upon conversations that CIB Marine and its investment banking firm have had with certain of the TruPS holders,
including certain holders who have initially voted against the Consent Solicitation, CIB Marine has elected to extend
the voting dealihe until May 11, 2009 in order to give it more time to consider amending the terms of the Consent
Solicitation to address such havhildbdeopsos. concerns, as wel |

CIB is not able to pay the accrued interest currently duésadebentures and is no longer permitted to defer
interest payments thereon and is therefore in default on the THUB®. Plan of Restructuring is ultimately not
approved, CIB Marine will be unable to cuttds default. While CIB Marine is not awam@ any precedent of a
default by a bank holding company on trust preferred securities, management believes alefasiichill have a

materi al adverse effect on CseBousMdversercenfequencesdt Marinei ng op e
shareholdes and TruPS holderf CIB Marine is able to restructure i&uPS it anticipates the restructuring will
permit it toapetarinzeédofissedl us.
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Loans Held for Sale

Loans held for sale were $4.8 million at December 31, 20@8ch consistedf $0.6 million in residential
mortgage loans and $4.2 million in commercial real estate construction Flmsving the sale of Citrus Bank, the
remaining loans of Citrus Bank were merged into CIB Marine. Of those remaining loasnifién have been
transferred to loans held for sale during the third quarter of 2B68 to the transfer, CIB Marine management
determined certain of these loans were impaired and accordingly, cludf@0 million to the allowance for loan
loss.CIB Marine continue to liquidate these loans to increase its cash balaAt&secember 31, 2008, loans held
for sale with a carrying value of $2.0 million and $1.7 million, respectively, were classified as nonaccrual and 90
days or more past due and still accruing.

Securities

CIB Marine seeks to manage its investment portfolio in a manner that promotes the achievement of its liquidity
goals, optimizes afteiax net income, provides collateral to secure borrowings, assists CIB Marine in meeting
various regulatory requiremss, and is consistent with its market risk policies. CIB Marine manages the maturity
structure of the investment portfolio to provide a stream of cash flows to complement liquidity risk management,
market risk management and to promote legn earnings.

The carrying value and yield of CIB Marineds securiti

As of December 31(1)

2008 2007 2006
Yield to Yield to Yield to
Amount Maturity Amount Maturity Amount Maturity
(Dollars in thousands)
U.S. government agencies $ 44835 462% $ 63,104 4.78% $ 101,321 4.83%
Obligations of states and political
subdivisions 30,236 5.26 31,031 5.26 32,067 5.10
Other notes and bonds 9,012 2.65 9,098 5.96 350 6.66
Assetbacked securities o] o] o] o} 2,192 5.65
Corporate commercial paper 4,800 1.25 o} 0 4,384 5.40
Mortgagebacked securities
(agenciep 107,194 5.37 111,276 4.93 159,362 4.87
Mortgagebacked securitie@on
agen@s) 93,428 5.76 100430 543 35492 5.13
Total securities before market valu
adjustment 289,505 5.22% 314,939 5.12% 335,168 4.93%
Other equities 955 o} o} o} o} o}
Available for sale market value
adjustment (10,008 1,382 (1,880
Total securities availablier sale  $ 280,452 $ 316,321 $ 333,288

(1) In the future, CIB Marineloes not expect tealize all of the tax benefits associated witheéagmpt assets due to substantial lostskas
incurred Accordingly,2008, 2007 and 20 are na presented on a teequivalent basis.

Total securities outstanding at December 31, 2008 wer@.52dllion, a decrease of $38 million, or 11.3%,
from $316.3 million at December 31, 2007. The decrease was mainly due to prepayments, repayments and
matuities from the existing portfolio, the proceeds of which were used to fund a decrease in depogits as the
decline in the market value of the securities

At December 31, 2008, 186 of the portfolio consisted of U.S. government agency securitigspared to
20.0% at December 31, 2007, aatdlDecember 31, 20089.3% of the portfolio consisted of mortgapacked
securities compared to 67.2% Becember 31, 2007/0bligations of states and political subdivisions represented
10.4% of the portfolio at Bcember 31, 2008, compared to 9.9% at December 31, 2007. The ratio of total securities
to total assets wa$)3% and 31.5% at December 31, 2008 and 2007, respectively.
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Securities available for sale with a carrying value of $222.3 million and $212.4malli®@ecember 31, 2008
and December 31, 2007, respectively, were pledged for current outstanding or continently available deposits and
borrowings with public entities, Feder al Home Loan Ba
funds purchasedorrowings from the federal reserve discount window, and for other purposes as required.

Where the fair value of a security is less than its cost at December 31, 2008, CIB Marine has the ability and
intent to hold the investment for a sufficient perafdime, up to and including maturity, for a forecasted recovery
of fair value up to (or beyond) the cost of the investment and it does not consider it probable that it will be unable to
collect all amounts due according to the contractual terms of theseetity; exceptf1) for one mortgagéacked
security (corporate) an oth#tantemporary impairment was recorded at September 30, 2008, the cost basis for the
security was reduced from $1.4 million to the securities fair value of $0.9 million, fesafd0.5 million during
the third quarter of 200§2) for the same mortgagmcked security (corporate) an additional otthemtemporary
impairment was recorded at December 31, 2008, the cost basis for the security was further reduced from $0.9
million to the securities fair value of $0.5 million at year end, for a loss of $0.4 million during the fourth quarter of
2008; and3) for another mortgagleacked security (corporate) an ottleanrtemporary impairment was recorded at
December 31, 2008, the ¢dmsis for the security was reduced from $2.8 million to the securities fair value of $1.9
million, for a loss of $0.9 million during the fourth
31, 2008, a substantial portion of the wiitewn in these securities with oth&rantemporary impairment is
attributable to the decline in their fair values due to deteriorating credit and liquidity conditions rather than the
estimate of credit losses to be experienced in the secutit®@sever, giventhe level of stresses in the capital
markets, housing market and financial industry and given the deteriorating economic conditions, there is an
increased chance for further credit deterioration to the extent that additionathathegmporary impairmenmay
occur in the future.

For more information regarding securities and cthanrtemporary impairment sé¢teem 8,Note 3Securities.

The following table presents the maturities and weighted average yields of securities as of Decemb8r 31, 200

December 31, 208

1 Year and Less 1to5 Years 5to0 10 Years Over 10 Years Total
Yield to Yield to Yield to Yield to Yield to
Balance  Maturity Balance Maturity Balance Maturity Balance Maturity Balance Maturity

(Dollars in thousands)
U.S. government

agencies $ 22,77: 4.471% $ 2206z 478% % o] o % $ 6] 3 % $ 44835 4.62%
Obligations of states

and political

subdivisions 78 4.86 1,44¢ 524 15,151 5.06 13,562 550 30,236 5.26
Other notes and bosi 20C 3.5 150 2.84 d 4 8,662 2.63 9,012 2.66
Commercial paper 4,80( 1.25 o) o) d o) o) 0 4,800 1.25
Mortgagebacked

securities 5 6.11 1,542 4.09 39,102 5.05 159,973 5.9 200,622 5.%
Total securities befor

market vale

adjustment $ 27,85! 3.91% $ 25,20: 4.7%  $54,253 5.0 $18,197 553% $ 289505 5.22%
Other Equities 955

Available for sale
market value

adjustment (10,008
Total securities $ 280452
Loans

General. CIB Marine offers a broad range of loan products, including commercial loans, commercial real estate
loans, commercial and residential real estate construction loans, residential real estate loans, and various types of
consumer loans. CIBMai ne6s wunderwriting standards, as contained
assumption that the primary source of repayment should be the regular operating cash flows and the secondary
source should be the liquidation and disposition diteral. Under the current policies of CIB Marine, exceptions
to this policy are permitted with the approval of the Executive Loan Committee, the Chief Credit Officer or certain
credit administration officers to the level of credit authority. Exceptianshé policy have, in the past, been
approved by the loan committees of individual banks.
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Loans, net of the allowance for loan losses, wér@e® million at December 31, 2@) a decrease of $86
million, or 6.7%, from $746 million at December 31, 200 and representesD.1% and57.1% of CI B Mar i ne
total assets at December 31, 8@hd 2007, respectivelyThe decr ease was mainly due to
Florida banking subsidiary, Citrus Bardyiring 2008which sold loans totaling $38.6 millio Excluding the loans
sold due to the Citrus Bank sale, the decrease was also due to a decrease in commercial real estate construction loans
of $50.6 millionand $3.1 million in home equity loanEhe decreasavereoffset by increases in commercial loans
of $18.0 million, commercial real estate loans of $25.7 million and residential real estate loans of $8.4 million.

CIB Marine has no plans to acquire any further home equity portfolios. In the course of buSiBekirine
may acquire home equity or @hconsumer loans from other lenders, but only on alhydonan basis wher€IB
Marine reserves the right to decline individual loans that do not meet its standards. In addition, CIB Marine, as a
community bank in the markets it serves, will make comrakreial estate loans either acting as a lead lender or
participating with other banks. However, it applies a standard credit process to all commercial lending to effectively
manage credit risk throughout its markets.

The following table sets forth a summg of CI B Marineébés | oan portfolio by
indicated. The data for each category is presented in terms of total dollars outstanding and as a percentage of the
total loans outstanding.

December 31,

208 2007 2006 2006 2004
Balance _ % Balance _ % Balance % Balance % Balance _ %
(Dollars in thousands)

Commercial $ 75289 13.00 $ 63,046 10.6%$ 49,777 9.5% $ 69,048 13.4%$ 193,574 25.9%
Commercial real estate 258881 46.8 258,265 43.5 282,233 54.0 323,384 62.6 404,503 54.1
Commercial real estate construction 86,909  15.7 139,663 23.5 111,040 21.3 89,313 17.3 109,676 14.7
Residential real estate 26,110 4.7 20,938 35 19,125 3.7 19,925 3.9 31,027 4.1
Home equity loans 103,253 187 108,486 18.3 57,990 11.1 12,603 2.4 7,701 1.0
Consumer loans 2,990 05 3,241 0.6 2,363 0.4 2,179 0.4 2,124 0.3
Receivables from sale of stock (51) _ (0.0) (121) _ (0.0) (151) (0.0) (202) (0.0) (946) _ (0.1)
Gross loans 553,381 100.0% 593,518 100.0% 522,377 100.0% 516,250 100.06 747,659 100.0%
Deferred loan fees 1,826 1,741 247 (706 (1,044
Total loans 555,207 595,259 522,624 515,544 746,615
Allowance for loan losses (19,242) (20,706) (20,906) (24,889 (29,559
Net loans $ 535,965 $ 574,553 $ 501,718 $ 490,662 $ 717,064

Commercial Loans. At December 31, 2@) commercial loans totaled7$.3 million and represented 13.6% of
gross loansan increaseof $12.2 million, or 19.4%, from the prior yeaend. Commercial loans consist of loans to
small and mediunsized businesses in a wide variety of industries, including wholesalers, manufacturers and
business service companies. CIB Marine provides a broagk raf commercial loans, including lines of credit for
working capital purposes, accounts receivable and inventory financing, and term notes for the acquisition of
equipment and for other purposes. In general, commercial loans are collateralized byynaeotunts receivable,
equipment, real estate and other commercial assets, and may be supported by other credit enhancements, such as
personal and corporate guarantees on these borrowings. When warranted by the overall financial condition of the
borrower loans may also be made on an unsecured basis. Commercial loans generally have floating interest rates.

Commercial Real Estate LoansAt December 31, 2() commercial real estate loatstaled $2589 million
and representedb.8% of gross loans. Commeatireal estate loans are made to finance commercial properties such
as office buildings, mukfamily residences, motels, strip malls, warehouses and other commercial properties for
which CIB Marine primarily holds real property as collateral. CIB Marinaynalso require other credit
enhancements, such as personal and corporate guarantees, on these borrowings. Commercial real estate loans are
made at both fixed and variable interest rates. Cl B
commerdal real estate loan not exceed 80% of the appraised value of the property securing the loan.

Commercial Real Estate Construction LoansAt December 31, 2(®) commercial real estate construction
loans totaled $6.9million, a decrease of $2.8million, or 37.8%, from the prior year end and represeniéd®s of
gross loans. Commercial real estate construction loans include loans for the construction of office buildings, multi
family residences, motels, strip malls, warehouses, and other commercial realpesjiects. Prior to approving
construction financing CIB Marine generally requires that permanent financing for the project has been approved by
CIB Marine or a nonaffiliated third partyr there is a significant number of pseld units or prdeased nits
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(depending on project type) to evidence the economic viability of the project. These loans are typically secured by
the real estate on which the project is being constructed, and generally require that the principal amount of the loan
be no more thathe lesser of 80% of the projects appraised value upon completion or 100% of the estimated
construction costs. CIB Marine may also require other credit enhancements, such as personal and corporate
guarantees, on these borrowings. Generally, site inspectind various affidavits and statements are required
before a draw on the loan is disbursed. Real estate construction loans are made at both fixed anihteaeisible

rates.

Residential Real Estate LoansAt December 31, 2®) residential mortgage loansot held for sale totaled
$26.1 million and represented. ™6 of gross loans, compared ta059 million and 3.5%, respectively, at December
31, 200.

Home Equity and Consumer Loans.CIB Marine also offers a variety of other types of consumer loans,
including installment, home equity and credit card loans. These consumer loans tb@fethdllion at December
31, 20@ and representet’d.2% of gross loans, compared th1H.7million and 18.9%, respectively, at December
31, 20Q. During the first quarter 2007, CIB Marine purchased a $48.2 million closed end pool of fixed rate
second lien home equity loans from Residential Funding Corporation, a division of General Motors Acceptance
Corporation The purchased pool included 965 loans with a weighted awejiatd of 10.0%, term to maturity of
17.5 years, loato-value ratio of 94%, borrower debt servilceincome ratios of 40%, and FICO score of 709.
During the second quarter of 2006, CIB Marine purchased a $47.8 million pool of fixed rate second lien home
equity loans from Residential Funding Corporation. The purchased pool consisted of 989 loans with a weighted
average yield of 9.5%, term to maturity of 17.3 years, foavalue ratio of 91%, borrower debt serviceincome
ratios of 39% and FICO score @fL3. At December 31, 2008 and 2007, the remaining balance of these two
purchased pools was $52.2 million and $73.0 million, respectively, with an allocated allowance of $4.5 million and
$5.3 million, respectively.

Receivables from Sale of StoclCIB Marine 6 s subsi di ary banks have made | oan
Marine stock in private placement offerings from CIB Marine, or from other shareholders. Loans origintdited by
Banksto purchase CIB Marine stock that are not sufficiently collateralizedsisets other than CIB Marine stock
are accounted for as a reduction of stockholderso6 equi
financial statements. Such loans are recorded as receivables from sale of stock {gqaityteeccant) and totaled
$0.05 million and$0.1 million at December 31, 2@and December 31, 280respectively

Loan Maturities. The following table sets forth the maturity distribution and interest rate sensitivity of selected
loan categories as of December, 20. Maturities are based upon contractual terms of the underlying évahs
amounts exclude assets of companies held for sale

December 31, 208

1 year 1to5 Over
and less Years 5 years Total
(Dollars in thousands)

Commercial $ 32359 $ 39664 $ 3,266 $ 75289
Commercial real estate 40,050 199,091 19,740 258881
Commercial real estate construction 62,599 23,990 320 86,909
Residential real estate 18,736 4,775 2,599 26,110
Home equity loans 53633 14,946 34,674 103,253
Consumer loans 1,734 1,256 o] 2,990
Loans topurchase stock (50 o) 0 (51)
Total gross loans $ 209060 $ 283722 $ 60599 $ 553381
Sensitivity to changes in interest rates
Fixed rates 97,158 200,068 35,834 333060
Variable rates 111,902 83,654 24,765 220321
Total gross loans $ 209060 $ 283722 $ 60599 $ 553381
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Credit Concentrations

At December 31, 2@ CIB Marine hadfifteen secured borrowing relationslsijloans to one borrower or a
related group ofborrowers) thateach individuallye x ceeded 25 % of sompacet tomhedaeé r s & e c
December 31, 200mMhe i ncrease in the number of <concentrations
equity, which resulted in a lower threshold for deteingncredit concentrationit December 31, 2(#) the total
outstanding commitments dheseborrowing relationshig including lines of credit not fully drawmanged from
54% to 109% of equity andl% to 3% of total loans, and the principal drawn and @uiding on loans in #se
borrowing relationship ranged from$1.3 million to $14.7 million As of December 31, 2008 one loan for $9.3
million was 30 days past duAt December 31, 200the one relationship, including lines of credit not fully drawn
upon, vas 36.9% of equity and 3.7% of total loans and the principal drawn and outstanding was $6.9 million.

At December 31, 2() CIB Marine also had credit relationships witkilevenindustries or industry groups with

loans outstanding in that industryorisdt r y group t hat exceeded 25% of its st
% of
Outstanding % of Stockho
INDUSTRY Balance Loans Equity
(Dollars in millions)
Commercial Real Estate Developers $ 169.7 31% 1,146%
Residential Real Estate Devphrs 86.9 16 587
Health Care Facilities 215 4 145
Nursing/Convalescent Homes 17.2 3 116
Motel and Hotel 16.8 3 114
Manufacturing 15.7 3 106
Finance & Insurance 11.7 2 79
Retail Trade 9.4 2 63
Other Services 8.3 2 56
Transpaetation & Warehousing 7.6 1 51
Arts Entertainment & Recreation 55 1 37

Credit Procedures and Review

In order to manage credit risk and the growth of the loan portfolio, CIB Marine developed, implemented and
periodically updates various policiesxd procedures, including a comprehensive loan policy, and established a
signature approval and committee structure. The loan policy establishes underwriting standards, a loan approval
process, loan officer lending limits, loan pricing guidelines, a creting system, delinquency monitoring
procedures, and credit collection procedures. The loan underwriting, approval and review processes are designed to
protect asset quality by assuring that credit requests are independently reviewed on at leastrémo Idiféls, and
to promote uniform lending standards among CIB Marine and its subsidiaries.

Loan Underwriting. The wunderwriting standards contained within
aspects of the lending function, including an analys@ ofb or r ower 6 s abi | i y to -repay,
toval ue rati os, appraisals and personal guar ant ees. C
assumption that the principal source of repayment should be the regular operatinigwasif the borrower and
the secondary source should be the liquidation and disposition of collateral. The extent to which collateral is
required for a |l oan is determined by the | oan policy
borrowa. The amount and type of collateral required varies, but may include real estate, marketable securities,
deposits held in financial institutions, accounts receivable, equipment and inventory. CIB Marine may also require
personal and corporate guarantedsemdeemed necessary. Collateral values are monitored on a regular basis to
ensure that they are maintained at an adequate level. CIB Marine obtains and updates appraisals on collateral when
management believes they are necessary and as required byldgtdias or regulations.

t
t

Loan Approval. The approval process for a loan depends upon the size of the borrowing relationship.
Depending on the size, new loans and modifications or renewals of existing loans are approved either under a
signature authority atrix or by the Executive Loan Committee, as created by the Board of Directors. In general,
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loans are approved under a sponsor/approver system (signature matrix) under which the Executive Loan Committee
has granted prapproved limits for individual lendsrand credit department staff. The line personnel sponsor the
credit and the credit department personnel approve the credit up to their assigned authority. The Executive Loan
Committee reviews and approves all loans, renewals or modifications of excsimg to a borrower, or a related

group of borrowers, which are individually or in the aggregate, including existing credits to such a borrower, or
related group of borrowers2®% million or greaterSince 2004 the Board has affirmed its commitment totilgi

credit relationshipsin 2008, CIB Marine further determined to target a lower exposure of $5.0 million per
relationship except under certain circumstances. I'8200Cl1 B Mar i neds President and C
Officer of CIB Marine continuedaot hold veto authority over any loan. CIB Marine believes that these procedures
have strengthened its underwriting process and provide additional controls to monitor and evaluate credit
concentrations.

Loan Review.CI B Mar i neds | oan onsile foeassessingrthe tcredit quality of the doanp
portfolio, establishing and monitoring adherence to underwriting standards and promptly identifying loans with
potential credit exposure. Loan reviews are conducted on a regular basis at least annually fsequently if
warranted and included a comprehensive assessment of collateral and debt service ability. These analyses also
include an evaluation of geographic, industry and other credit risks. In general all loans over $0.25 million are
reviewed orman annual basis or more frequently when management believes additional reviews are necessary. CIB
Marine has engaged outside vendors to perform the loan reviews.

Loans with identified weaknesses are monitored on agoimg basis by management and thelaable
subsidiarybdés Board of Directors. ClB Marine has in pl
assessment and certification by individual lenders of portfolio risk ratings.

Allowance for Loan Losses

CIB Marine monitors and maiains an allowance for loan losses to absorb an estimate of probable losses
inherent in the loan portfolio. The allowance is increased by the amount of provision for loan losses and recoveries
of previously chargedff loans, and is decreased by the amafribans chargeoff and negative provision3.he
allowance is also increased or decreased for a change in the credit quality of segments of the gsoDftember
31, 20@®, the allowance for loan losses wWgil®9.2 million or 3.5% of total loans compad t0$20.7 million, or 3.5%
of total loansat December 31, 2G0 Total chargeoffs for 2008 were $5.6 million, while recoveries wer&1.9
million comparel to loan chargeffs of $8.2 million and recoveries of1$6 million in 2007. Although CIB Marine
believes that the allowance for loan losses is adequate to absorb probable losses on existing loans that may become
uncollectiblegiven the conditions of the housing markaetd the economy in genertliere can be no assurance that
the allowance will proveuficient to cover actual loan losses in the future. In addition, various regulatory agencies,
as an integral part of their examination process, periodically review the quality of loans and the adequacy of the
allowance for loan losses and may require ®8&ine to make additional provisions to the allowance based upon
their judgments about information available to them at the time of their examinations. SeeNtaom@& g e me nt 0 s
Discussion and Analysis of Financial Condition and Results of OperdRiegslabry Mattersin Part Il of this
Form 10K.

The increase in chargefs during 208 compared to 200 was predominately in commercial real estate
constructiorand home equity loan$he increases in commercial real estate construction was largely duege char
offs related to three credits, including one that was subsequently transferred to held for sale. The purchased home
equity pools accounted for $10.1 million of the $17.1 million increase in total net ebfisg®ue to the sustained
decline in housingnarkets and adverse conditions for housing finance, CIB Marine changetidisip the second
quarter of 2008 to chargef 100% of the outstanding principal of each loan in the home equity pools when it
becomes 90 days past due. This change accelefzdegeoffs of the norperforming loans in the pools.

The following table summarizes changes in the allowance for loan losses for each of the periods ifdicated.

comparative purposes all periods presented exclude the assets of companies held &iradigpo®nd of period
and companies that were sold during the period.
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Years Ended December 31,

2008 2007 2006 2006 2004
(Dollars in thousands)
Balance at beginning of year $ 20706 $ 20,906% 24,882%  29,551$ 54,382
Loans chargedff:
Commercial (1,359 (939) (64) (1,380 (31,515)
Commercial real estate:
Commercial real estate (999 (4,985) 471 (1,945 (10,126)
Commercial real estate construction (9,722 (27) o} (524 (3,665)
Consumer:
Residential real estate (807 (198) (78) (49) o}
Home equity (12,609 (2,015) o} o} o}
Consumer (67) (28) (9) (13 (73
Total charged-off (25,558 (8,192) (622, (3,91) (45,379
Recoveries of loans chargedf:
Commercia 425 663 664 6,017 1,995
Commercial real estate:
Commercial real estate 992 307 352 1,769 1,806
Commercial real estate construction 46 531 o} 89 o}
Consumer:
Residential real estate 87 7 o} 23 o}
Home equity 327 62 o} o} o}
Consumer 11 9 14 13 40
Total recoveries 13888 1,579 1,030 7,911 3,841
Net loans recovered (chargeaff) (23,670) (6,613) 408 4,000 (41,538)
Provision for (reversal of) loan lossgg 22,277 6,413 (4,384 (8,669 16,707
Allowance for loan loss sold (581) o} o} o} 0
Transfer from accrual for unfunded standk
letters of credit for funded standby letters
credit 510 o) o) o) o)
Balance at end of year $ 19,242 $ 20,706 20,9068  24,882% 29,551
Ratios
Allowance for loan losses to total loans 347% 3.48% 4.00% 4.83% 3.96%
Allowance for loan losses to nonaccrual
loans, restructured loans and loans 90 d:
or more past due and still accrui(®) 119.43 109.37 94.37 59.06 47.08
Net chargeoffs (recoveries) to average loat
Commercial 1.20 0.45 (1.19 (4.06 10.00
Commercial real estate and commercial
real estate construction 241 1.02 0.03 0.13 1.72
Residential real estate, home equity anc
consumer 10.32 1.92 0.13 0.11 0.10
Total loans 3.90 1.14 (0.08 (0.67 4.06
Ratio of recoveries to loans chargefd 7.39 19.27 165.59 202.28 8.46
Total loans $ 555,207 $ 595,259% 522,624% 515,544% 746,615
Average total loans 606473 582,559 525,15¢ 594,714 1,023092

(1) The provision for loan losses as presented in the consolidated statement of operations is net of $0.2 million recoveeg of acc
unfunded commitments and standby letters of credit for the year ended December 31, 2008.tShee r i € s a bl &ai €r i n this
for further information.

(2) Excludes loans held for sale from nonaccrual loans, nonperforming assets and 90 days or more past due and still azcruing loan

The following table sets forth I@hBssadaytjipadf 6am aseoftheoc at i o
dates indicated.

December 31,
208 2007 2006 206 2004
% of % of % of % of % of
Loansto Loansto Loansto Loansto Loansto
Allowance Total Allowance Total Allowance Total Allowance Total Allowance Total
Amount Loans Amount Loans Amount Loans Amount Loans Amount Loans
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(Dollars in thousands)

Commercial $2,045 13.8% $ 2,233 10.6% $ 3,024 9.5%% $ 4,165 13.%% $ 10,080 25.9%
Commercial real estate 4,585 46.8 6,769 435 12,859 54.0 17,721 62.6 16,211 54.1
Commercial real estate
construction 6,506 15.7 5,134 235 2,383 21.3 2,193 17.3 2,258 14.6
Residential real estate 593 4.7 635 3.5 625 3.7 433 3.9 871 4.1
Home equity loans 5,448 18.7 5,862 18.3 1,928 11.1 292 2.4 83 1.0
Consumer loans 65 0.5 73 0.6 87 0.4 78 0.4 48 0.3
Total allowance $ 19,242 100.0%6 $ 20,706 100.0% $ 20,906 100.0% $ 24,882 100.0% $ 29,551 100.0%
Nonperforming Assets and Loans 90 Days or More Past Due and Still Accruing
The | evel of nonperforming assets is an important el
associated risk in its loan portfolio. Nonperforming assets includeacomal loans, restructured loans and
foreclosed property. Loans are placed on nonaccrual status when CIB Marine determines that it is probable that
principal and interest amounts will not be collected according to the terms of the loan agreements Alésaified
as restructured when a concession is granted to a borr
financial difficulties that would not otherwise be considered. CIB Marine may restructure the loan by modifying the
terms to redce or defer cash payments required by the borrower, reduce the interest rate below current market rates
for new debt with similar risk, reduce the face amount of the debt, or reduce the accrued interest. Foreclosed
property represents properties acquingdCIB Marine as a result of loan defaults by customers.
The following table summarizes the composition of CIE

past due and still accruing, and related asset quality ratios as of the dates indicated.

December 31,

2008 2007 2006 2006 2004
(Dollars in thousands)
Nonperforming assets
Nonaccrual loans:
Commercial $ 1792 $ 1855 $ 3,881 $ 6,426 $ 25,431
Commercial real estate 890 2,814 16,110 21,148 23,020
Commercial real estate construction 11413 11,378 142 1,149 5,399
Residential real estate 969 393 536 379 477
Home equity loans o] 2,416 o] o] o]
Consumer loans 8 10 o] 3 o]
15,072 18,866 20,669 29,105 54,327
Loans held for sale 2,025 o] o] o] o]
Total nonaccrual loans 17,097 18,866 20,669 29,105 54,327
Foreclosed property 980 1,344 102 2,931 2,938
Restructured loans o] o] o] 1,486 1,536
Total nonperforming assets 18077 $ 20,210 $ 20,771 % 33522 3 58,801
Loans 90days or more past due and still accruing
Commercial $ 3 % 3 % 100 $ 589 $ 1,009
Commercial real estate 1,040 19 1,385 2,962 5,902
Commercial real estate construction o] o] o] 7,991 o]
Residential real estate o] 6] o] o] o]
Home equityioans o] 47 o] o] o]
Consumer loans o] o] o] o] o]
1,040 66 1,485 11,542 6,911
Loans held for sale 1,680 o] o] o] o]
Total loans 90 days or more past due and still accrn$ 2,720 $ 66 $ 1485 $ 11,542 $ 6,911
Allowance for loan losse $ 19,242 $ 20,706 $ 20,906 $ 24,882 $ 29,551
Loans at end of period $ 555207 $ 595259 $ 522,624 $ 515,544 $ 746,615
Ratios
Nonaccrual loans to total loa(i) 2.71% 3.17% 3.95% 5.65% 7.28%
Foreclosed properties to total assets 0.1 0.13 0.01 0.26 0.21
Nonperforming assets to total asq&{s 1.77 2.01 2.09 2.96 4.29
Nonaccrual loans, restructured loans and loans 90 «
or more past due and still accruing to total log)s 2.90 3.18 4.24 8.17 8.41
Nonperforming asse and 90 days or more past due
still accruing loans to total ass€®) 1.89 2.02 2.24 3.98 4.79

(1) For comparative purposes, all periods presented exclude the assets of all companies held for disposal at Decenthan®1, 200

companis that were sold durintpe period

(2) Excludes loans held for sale from nonaccrual loans, nonperforming assets and 90 days or more past due and still azcruing loan
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Excluding loans held for salepnaccrual loans decrease® &million from $18.9million at December 31, 200
to $15.1 million at December 31, 2@0and the ratio of nonaccrual loans to total loans decreased3ofb at
December 31, 200to 2.71% at December 31, 280Foregone interest on nonaccrual loans reduced interest income
by $1.0 million in 2008, $1.5million in 2007 and $.0 million in 2006.

At December 31, 2008, CIB Marine had four borrowing relationships (loans to one borrower or a group of
borrowers)eachwith nonaccrual loan balances in excess of $1.0 milli@t were not @ssified as held for sale
These four relationships accounted for $11.1 milliory 8%, of nonaccrual loarexcluding those held for salét
the prior yeards end, the c catgualbalanchsardexcess of&h0 milietlaat i on s h
they accounted for $14.2 million in balances 75.1% of nonaccrual loans at that d#e of December 31, 2008
the four loans consisted of the following:

e Commercial real estate land development loan in the amount of $3.3 million to a borrower &gcared
first mortgage. As of December 32008,$0.7 million in specific reserves were allocated to this borrowing
relationship and a chargef of $1.7 million was taken against a specific reserve.

e Commercial real estate loan in tamountof $3.4 millionto a borrower secured by a first mortgage on a
residential and commercial property. As of December 31, 2008, $1.3 million of specific reserves were
allocated to this relationship and no chadafs have been takeAdditionally, at December 31, 2008, CIB
Marine had an investment in the common and preferred capital of a limited liability corporation engaged in
the development of ownarccupied housing in qualified leimcome communities related to this
commercial real estate borrowing relationship. Durin@720CIB Marine deemed its investment was fully
i mpaired and at December 31, 2008 CI B Marinebs <carr

e Commercial real estate construction loan in the amount of $1.9 million to a borrower secured by partially
developed Iad. As of December3l, 2008, specific reserves of $1.0 million were allocated to this
borrowing relationship

e Commercial real estate construction loan in the amount of $2.5 million secured by a first mortgage on a
residential condominium development. Atd@enber 312008,there were no specific reserves allocated to
this loan.

While CIB Marine believes that the value of the collateral securing the above nonaccrual loans approximates the
net book value of the loans, CIB Marine cannot provide assurancethehedlue will be maintained or that there
will be no further losses with respect to these loans.

During 2008, CIB Marine began charging off 100% of the outstanding principal of each loan in the home equity
pools when it becomes 90 days past due. Assaltref this policy change, nerof the loans inthe home equity
pools were classified as honaccrual at December 31, 2008.

On December 31, 200 $2.4 million, or 3.3% of the combined outstanding balance of the home equity pools
purchased in June 2006 aRedbruary 2007 were classified as nonaccrual. Beginning in the third quarter of 2007, the
quality of the two loan pool purchases deteriorated in part due to the deterioration in the housing markets and the
sudden and significant tightening of credit staddaand reduction in credit availability in the mortgage finance
markets. At December 31, 2008 the balance of the two pools was $52.2 million and loss reserves allocated to these
two pools totaled $4.5 million; and at December 31, 2007, the balance oftweseme equity pools was $73.0
million and loss reserves allocated to these two pools totaled $5.3 million.

Foreclosed properties weré.@ million and consisted dofix propertesat December 31, 2008 compared to $1.3
million and six properties taDecenter 31, 20@. During 2008, CIB Marine acquired four properties with a
combined value of $0.4 million and sold four properties at a nominal netAjafioreclosed properties were held
for sale. One commercial foreclosed property accounted for $0.4 mitliof6.0%,0f the balance at December 31,
2008 The property isocated in lllinoisand wasacquired in 2007 throughdeed in lieu of foreclosure.

Loans 90 days or more past due and still accruing interest are loans which are delinquent with rédspect to

contractual payment terms of principal and/or interest but which management believes all contractual principal and
interest amounts due will be collectdekcluding loans held for salé ®ecember 31, 2008, CIB Marine had one
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loan totaling $1.0 milliorthat was 90 days or more past due and still accruing. At December 31, 2007 the like
balance was $0.01 million.

Regulatory Matters

In May 2004, CIB Marine entered into a Written Agreeménfi A g r e ewitfe thet Re¥erve Bank. The
Agreement imposed certaiastrictions and reporting requirements©Iif8 Marine and required various actions to
be taken. The items included, among others:

Maintenance of minimum capital levels;

Restrictions on dividend payments and redemption of shares of CIB Marine withdatoegapproval,

Adoption of a comprehensive plan to improve earnings;

Development of a plan to correct and prevent violations of banking laws and regulations related to affiliate
transactions

e Restrictions on distribution of interest or dividends on itsstt preferred securities without regulatory

approval,
e Restrictions on borrowings and debt, including debt to stockholdergutitgulatory approval.

The Agreement will remain in effect until it is stayed, modified, terminated, or suspended by the Ras&

In March 2009 Marine Bank stipulated to a C&D which was signed by the FDIC and the WDFI in early April
2009, and is expected to become effective in the near future. The C&D primarily resulted from the high level of
nonperforming assets of MadarBank and the resulting impact on its financial condition. The C&D requires Marine
Bank to take certain corrective actions focusing on reducing exposure 4oeerforming loans, charging off all
loans classified as loss, imposes restrictions on lendingettits with existing noerforming loans, and accruing
interest on certain delinquent loans in addition to charging off previously accrued interest on those loans. Key
provisions also include a restriction on paying dividends without regulatory appeokadjuirement to maintain a
minimum tier 1 leverage ratio of 10% at Marine Bank, retaining qualified management, revising lending policies
and procedures focused on documentation, maintaining an appropriate loan review and grading system, and
adopting acomprehensive budget. Failure to adhere to the requirements of the actions mandated by the C&D, once
it becomes effective, can result in more severe restrictions and civil monetary pefia#i€&D added nonaterial
additional requirements to the assetfality and loan review program previously implemented and currently
maintained by Marine BankCIB Marine and Marine Bank also remain committed to maintaining adequate capital
levels. Generally, enforcement actions such as the C&D can be lifted only satbeequent examinations
substantiate complete correction of the underlying issues.

Companies Held For Disposal

At December 31, 2008, assets and liabilities of companies held for disposal consist entirely of the remaining
assets and liabilities of CIB Marn e 6s whol Iy owned subsidiary, CIl B Const
subsidiary Canron. The gross consolidated assets and liabilities of CIB Construction are reported separately on the
consolidated balance sheets at their estimated liquidatiares/déess costs to sell. Banking regulations limit the
holding period for assets not considered to be permissible banking activities and which have been acquired in
satisfaction of debt previously contracted to five years, unless extended. CIB Constisictidvject to these
restrictions and CIB Marine has received an extension from the banking regulators to hold Canron until June 30,
20009.

CIB Construction acquired 84% of the outstanding stock of Canron through loan collection activities in 2002. In
the third quarter of 2003, the Board of Directors of Canron authorized management to cease operating Canron and
commence a wind down of its affairs, including a voluntary liquidation of its assets. In August 2005, Canron
authorized and began liquidation distrilons to its shareholders, and in December 2006, Canron filed Articles of
Di ssolution. At both December 31, 2008 and 2007, Cl B
Canron was zero, and accordingly, CIB Construction included in net ineoynkquidation distributions it received
from Canron. During 2008, Canron continued to collect both on and off balance sheet receivables and settle and
resolve payabkand claims through the voluntary liquidation process. For the years ended DecembB606&1
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2007 and 2006 CIB Construction had net income of $0.5 million, $0.1 million and $0.3 million, respectively. These
amounts are included in net income of discontinued operdiyp@3B Marine

At December 31, 2007, assets of companies held for shéponsisted of $1.2 million for CIB Construction and
$0.7 million of remaining assets, mai nly mortgage |
MSI. CIB Marine sold substantially all the assets and operations of MSI prior to 2007088 Marine
determined the remaining assets no longer met the criteria of held for sale and accordingly, transferred the remaining
loans to its loan portfolio. During 2007 and 2006, net income of discontinued operations included $0.2 million and
$0.3 milion, respectively, related to MSI.

At December 31, 2007, the major components of liabilities of companies held for sale at December 31, 2007
were $2.4 million for CIB Construction, and a $1.8 million tax exposure liability. The tax exposure lialéligdre
to CI B Mar i ne 6REIT ownedey its foemartlllindisrbanking subsidiary which was sold in 2004.
2007, CIB Marine determinetthatthe statute of limitations had expired with respect to a portion of this exposure
and accordinglyhat itdid not have a tax exposure liability for that portion at December 31, AD0fing the third
quarter 02008, CIB Marindearned that the staiof limitations had in fact not expired and increased its REIT tax
exposure by $1.7 million, including intesteand penalties through that date. In December 2008, the lllinois
Department of Revenue accepted a $0.5 million payment in full settlement of the issue and CIB Marine reversed
$3.0 million of the tax liabilities through a credit to discontinued operatax®xgnse Discontinued operations
tax expense for 2007 included a $1.1 million credit related to the partial reversal of the REIT tax liability, net of
interest and penalty expense on the remaining liability ti=écome tax discussidar further nformation ornthe
REIT taxitem.

0O al

Other Assets
The following table summarizes the composition of CI B
December 31,
2008 2007
(Dollars in thousands)
Federal Home Loan Bank and Federal Reserve Bank stock, at cost $ 11555 $ 12,298
Prepaid expenses 950 1,020
Accounts receivable 124 179
Trust preferred securities underwriting fee, net of amortization 1,25 1,280
Investment in trust common securities o] 3,022
Other investments 1,167 1,381
Income tax recemble(1) 890 2,737
Other 9 160

$ 15920 $ 22,077

1) December 31, 2008 and 2007, respectively, include $0.7 million and $1.2 million of net tax receivable from companies held for
disposal per tax sharing agreements.

CIB Marineowns 10 % of the capital stock of four statutory

b u

the purpose of issuing trust preferred securities and investing the proceeds thereof in junior subordinated debentures

of CIB Marine. In accordance with GAAP, ClBlarine does not consolidate these Trusts and accounts for its

i nvest ment using the equity method. At December 31,
Trusts was $3.0 miliomandc ompri sed CI B Marineds $ plus3l.1nmillioh inon i
undistributed net income of the Trusts resulting from accrued interest on the junior subordinated debentures in
excess of interest on the trust preferred securities. Dtimmdourth quarter 02008, CIB Marine deemed its entire
investment in these Trusts impaired and accordingly, recognized a $3.2 million impairment loss. This loss is
included in write down and losses on assets. |&e 8, Note 1tLong-Term Borrowingsfor further information
regarding the Trusts and the junior subinated debentures.

The major components of other investments are as follows:

e Investments in limited partnership interests in various affordable housing partnerships, which had a
carrying value of $1.1 million and $1.2 million at December 31, 2008 afd, 28spectively Equity
loss on these limited partnerships, included in noninterest expense, was $0.2 million in both 2008 and
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2007 and $0.4 million in 2006. CIB Marine has engaged in these transactions to provide additional
qualified investments underelCommunity Reinvestment Act and to receive related income tax credits.
The partnerships provide affordable housingto-lomc ome r esi dents within CIB
other locations.

e Interest in a company operating as a small business investmenamprapder the Small Business
Investment Act of 1958, as amended. CIB Marine committed to a $0.5 million investment in this
company and as of December 31, 2008 has invested $0.4 mBleginning in 2006,CIB Marine
begarnreceiving capital distributios onits investment in this compant both December 31, 2008 and
2007, CI B Marine6s carrying value of this investm

As members of the FHLB of Chicago, CIB Marinebs sub
amounts of Federal Homaan Bank of Chicago stock as required by that institution.

In 2005, the FHLB Chicago Board disclosed its decision to discontinue redemption of excess, or voluntary,
capital stock. Voluntary stock is stock held by members beyond the amount requiredrattian of membership
or to support advance borrowings. In April 2006, the FHLB Chicago announced plans to facilitate limited stock
redemption requests from its members by issuing bonds. During 2006, the FHLB Chicago issued a limited amount
of bonds to &cilitate voluntary capital stock redemptions and CIB Marine sold back $14.3 million or 55.6% of its
holdings. This represented approximately 58.7% of the stock CIB Marine requested to be redeemed at that time. In
October 2007, the FHLB Chicago enterediatconsensual Cease and Desist O(d&rC& Do) wi t h i ts reg
Feder al Housing Finance Board (fiFinance Boar do) . The
requiring the FHLB Chicago to take the actions specified in the C&D will ingtbg condition and practices of the
FHLB Chicago, stabilize its capital, and provide the FHLB Chicago an opportunity to address the principal
supervisory concerns identified by the Finance Board. Under the terms of the C&D, capital stock repurchases and
redemptions, including redemptions upon membership withdrawal or other termination, are prohibited unless the
Bank has received approval of the Director of the Office of Supervision of the Finance Board ("OS Director"). The
C&D provides that the OS Directonay approve a written request by the FHLB Chicago for proposed redemptions
or repurchases if the OS Director determines that allowing the redemption or repurchase would be consistent with
maintaining the capital adequacy of the FHLB Chicago and its emttisafe and sound operations. The C&D also
provides that dividend declarations are subject to the prior written approval of the OS Director and that the FHLB
Chicago must submit a Capital Structure Plan to the Finance Board consistent with the requinéthenGramm
LeachBliley Act and Finance Board regulations. The FHLB Chicago did not declare any dividends for the year
2008. As of the year eedin 2008 and 2007, CIB Marine had $11.6 million and $11.5 million in FHLB Chicago
stock, of which $3.4 miibn and $3.9 million, respectively, was required stock holdings to maintain the level of
borrowings outstanding with the FHLB of Chicago.

Deposits

Average total deposits decreas&® Bmillion, or 4.3%, from ¥64.1million in 2007 to $731.3million in 2008.
The ratio of total average deposits to average earning assefd Wesin 2008, 80.8% in 2007 and84.5% in 2006.
The decrease was primarily due to the sal eExdddingCl B Mar
Citrus Bank, average deptssincreased from $658.4 million in 2007 to $670.6 million in 2008.

The following tables set forth the average amount of, and average rate paid on, deposit categories for the periods
indicated.

Year Ended December 31,
2008 2007 2006

Average % of Total Average Average % of Total Average Average % of Total Average
Balance Deposits Rate Balance Deposits Rate Balance Deposits Rate

(Dollars in thousands)

Interestbearing demand $ 36981 5.06% 0.72% $ 36,132 4.73% 1.00%$ 43,001 5.01% 0.99%
Money market 143149 1957 2.29 170,966 22.37 4.10 194,290 22.65 3.97
Other savings 12,112 1.66 0.82 15,224 1.99 0.99 21,839 2.54 1.00
Time deposits 473707 64.77 4.03 466,151 61.01 4.75 507013 59.11 4.12
Total interestearing deposits 665,949 91.06 342 688,473  90.10 4.31 766,143 89.31 3.82
Noninterestbearing 65,374 8.94 d 75,670 9.90 o) 91,668 10.69 o)
Total deposits $ 731323 _ 100.00% _ 311% $ 764,143 100.00% _ 3.89%$ 857,811 _ 100.00% _ 3.41%
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Average interesbearing deposits as a percentage of average total deposit9irein 208, 90.1% in 200/
and 89.3%6 in 20(%. Time deposits represent the largest component of inteeasing deposit liabilities. The
percenage of average time deposits to average total intbesstng deposits wasl.1% in 20, 67.7% in 200,
and ®.2% in 20@. These percentages reflect CIB Marineos
funding. Average money market accountscreased $27.8 million or 16.3%, average noninté@msting demand
deposits decreased $10.3 million, or 13.6%, and other savings accounts decreased $3.1 million, avi@i@.4%
average interesbearing demand depositscreased 8.8 million or 2.3% and average time deposiiacreasedb7.6
million, or 1.6% in 2008 compared to 2007

signi

Total time deposits of $100,000 or more werlbH1 million, or approximately31% of time deposits at
December 31, 2@and #69.0million or 36% of total time deposits at Denber 31, 200. Brokered time deposits
were $86.0 million or 7.4% of total time deposits at December 31, 2@hd £2.2 million or 4.8% of total time
deposits at December 31, Z0CIB Marine issues brokered time deposits periodically to meet-shantfurding
needs and/or when their related costs are at or below those being offered on other deposits.

The following table provides information on the maturity distribution of time deposits of $100,000 or more.

December 31, 208
(Dollars in thousand)

Maturity

3 months or less $ 48,188

Over 3 through 6 months 15,762

Over 6 through 12 months 71,655

Over 12 months 15484
$ 151,089

Borrowings

CIB Marine also uses various types of borrowings to meet liquidity needs and/or fund asset gremthhe
pricing on these borrowings is more favorable than deposits.

In 2004, CIB Marine entered intine Agreement with the Reserve Bank. Among other items, the Agreement
requires CIB Marine to obtain Reserve Bank approval before incurring additiemalvings or debt.

The following tables set forth information regarding selected categories of borrowings as of the dates indicated.

Short-Term Borrowings At Year end For the Year
Weighted- Daily Weighted- Highest
Average % of Total Average Average Balances at
Balance Rate Borrowings _Balances Rate Month End
(Dollars in thousandg
2008
Federal funds purchased $ o} 3 % 0 %$ 12,744 020% $ 4,157
Securities sold under repurchase agreemer 19,908 0.68 13.13 16,382 1.62 27,762
Federal Home Loan Bank 40,000 0.55 26.37 78,312 2.29 100,150
Treasury, tax and loan note 2,898 0.00 1.91 616 1.68 2,898
Total shoriterm borrowings $ 62806 0.57% 4141 $108054 1.94%
2007
Federal funds purchased $ o] d % 0%%$ 2,400 5.26% $ 12,811
Securities sold under repurchase agreemer 16,276 3.17 10.21 21,012 4.11 27,016
Federal Home Loan Bank 67,100 3.90 42.08 15,044 4.35 67,100
Treasury, tax and loan note 2,240 3.59 1.40 872 5.68 2,848
Total shoriterm borrowings $ 85,616 3.76% 53.69% $ 39,328 4.32%
2006
Federal funds purchased $ 2,057 5.31% 2.25%$ 1,683 5.18% $ 3,800
Securities sold under repurchase agreemer 21,568 4.74 23.57 17,426 4,12 21,567
Federal Home Loan Bank o] 0 d 3,088 5.57 12,000
Treasury, tax and loan note 4,028 5.04 4.40 718 4.47 4,028
Total shoriterm borrowings $ 27,653 4.83% 30.22% $ 22,915 4.40%
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Long-Term Borrowings As of December 31,
20 2007 2006
Average % of Total Average % of Total Average % of Total
Balance _ Rate Borrowings Balance _ Rate  Borrowings _Balance Rate  Borrowings
(Dollars in thousands)

Federal Home Loan Bk $27,000  4.13% 17.80% $12,000 4.52% 7.5%  $2,000 5.09% 2.1%
Junior subordinated debentures 61,857 940 40.79 61,857 _ 9.89 38.79 61,857 9.94 67.59
Total longterm borrowings $88,857 _ 7.80% 585% _$73,857 _ 9.0 46.3%6 _$63,857 9.78% 69.78%

CIB Marine utilizes various types of borrowings to meet liquidity needs, fund asset growth and/or when the pricing

of these borrowings is more favorable than deposits. Total borrowed faing®ar end including junior
subordirated debentures, decreased $7.8 million from $159.5 million at December 31, 2007 to $151.7 million at
December 31, 2008 and represented 16.3% and 17.1%, respectively, of earning assets. The majority of the decrease
occurred in shorterm Federal Home LoaBank borrowings which decreased $27.1 million from December 31,

2007 compared to December 31, 2008, while securities sold under repurchase agreements increased $3.6 million and
long-term Federal Home Loan Bank borrowings increased $15.0 million durirsgithe period.

Junior Subordinated Debentures and Trust Preferred Securities

CIlB Marine formed four statutory business trusts (ATr

and investing the proceeds thereof in junior subordinated deberitiCIB Marine. The Trusts used the proceeds
from issuing trust preferred securities and the issuance of its common securities to CIB Marine to purchase the
junior subordinated debentures. Interest on the junior subordinated debentures and distrdvuttbastrust
preferred securities are payable either quarterly or-eemially in arrearsThe trust preferred securities are subject

to mandatory redemption, in whole or in part, upon repayment of the junior subordinated debentures at maturity or

theirear | i er redempti on. The $61.9 million junior subord

investment in the Trusts, qualify as regulatory capital for CIB Marine subject to regulatory limitations. At December
31, 2008, approximately $8million of the $60.0 million qualified as Tier 1 capital andt$million qualified as
Tier 2 capital.

In September 2002, CIB Marine issued $20.0 million in guaranteed trust preferred securities at a variable rate of
interest based upon the thremnth LIBOR plus 3.40%. The interest rate wa876 at December 31, 280The
securities are mandatorily redeemable upon their maturity on September 27, 2032 and are callable by the issuer
beginning September 30, 2007 at par value. Issuance costs of $0.5 mdlierineurred in connection with these
securities. These costs were deferred and are being amortized over thirty years. CIB Marine used the net proceeds of
$19.5 million for general corporate purposes.

In February 2001, CIB Marine issued $15.0 million imaganteed trust preferred securities at a fixed rate of
10.20% per annum. The securities are mandatorily redeemable upon their maturity on February 22, 2031, and are
callable by the issuer beginning February 22, 2011, at a premium, which declines i@atpaiybly February 22,

2021. Issuance costs of $0.5 million were incurred in connection with these securities. These costs were deferred
and are being amortized over thirty years. CIB Marine used the net proceeds of $14.5 million for general corporate
purpcses.

In September 2000, CIB Marine issued $15.0 million in guaranteed trust preferred securities at a fixed rate of
10.60% per annum. The securities are mandatorily redeemable upon their maturity on September 7, 2030, and are
callable by the issuer begimg September 7, 2010, at a premium, which declines ratably to par by September 7,
2020. Issuance costs of $0.5 million were incurred in connection with these securities. These costs were deferred
and are being amortized over thirty years. CIB Marine tisedhet proceeds of $14.5 million for general corporate
purposes.

In March 2000, CIB Marine issued $10.0 million in guaranteed trust preferred securities at a fixed rate of
10.88% per annum. The securities are mandatorily redeemable upon their matuvigran 8, 2030, and are
callable by the issuer beginning March 8, 2010, at a premium, which declines ratably to par by March 8, 2020.
Issuance costs of $0.3 million were incurred in connection with these securities. These costs were deferred and are
beingamortized over thirty years. CIB Marine used the net proceeds of $9.7 million for general corporate purposes.
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Pursuant to its Agreement with the Reserve B&iB Marine is not permitted to pay any interest on the trust
preferred securities without pricpproval of theReserve Bank See Regulatory Mattersabove, for further
discussion. CIB Marine has the right, at any time, as long as there are no continuing events of default, to defer
payments of interest on the junior subordinated debentures for otimse@eriods not exceeding twenty
consecutive quarters, but not beyond the stated maturity of the junior subordinated debentures. CIB Marine elected
to defer all interest payments starting in 2004. Throughout the deferral period, interest on the debentimees
to accrue. In addition, interest also accrues on all interest that was not paid when due, compounded quarterly or
semiannually. During the deferral period, CIB Marine may not pay any dividends or distributions on, or redeem,
purchase, or acqgw, or make liquidation payment on its stock, or make any payment on principal, interest or
premium, or redeem any similar debt securities of CIB Marine, subject to limitabamgig 2008 CIB Marine
continued to defer interest payments on its $61.9 aniljunior subordinated debentures and as a result the Trusts
deferred distributions on their $60.0 millitrust preferred securitieé A T r u G Marine had accrued interest
payable on its junior subordinated debentures of $39.1 million and $30.3nmaltidecember 31, 2008 and
December 31, 2007, respectively.

The maximum deferral period for interest paynsamt the junior subordinated dedbturesand consequently the
deferral period for the distributions on tharPSendedin the first quarter of 200€CIB Marinedid not implement a
strategy for refinancing or becoming current on these payments before thasdithe, holders of th&ruPS are
entitled to a number of remedjesicluding accelerating the entire indebtedness on the junior subordinated
dekentures CIB Marine is pursuing a capital plan which includes a strategy for becoming current on these
obligationsas soon as practicabl®n March 16, 2009 CIB Marinessued a formal Consent Solicitation to the
TruPS holders seeking their consent to anPfaRestructuringthat would convert thendebtedness on the junior
subordinated debentur@sto CIB Marine preferred stockthus reducing the ongoing interest expense burden and
eliminating any consequences default on the securitiesAs of April 10, 2009, the initial voting deadline
established in the Consent Solicitation, CIB Marine was notified that a sufficient number of negative votes were cast
by the applicable holders of two series of TruPS to prevent approval of the Plan of Restructuringu®ased
conversations that CIB Marine and its investment banking firm have had with certain of the TruPS holders,
including certain holders who have initially voted against the Consent Solicitation, CIB Marine has elected to extend
the voting deadline untMay 11, 2009 in order to give it more time to consider amending the terms of the Consent
Solicitation to address such h avhildbdeopsofs. concerns, as wel |

If CIB Marine is not able to pay the accrued interest currently dits debentures and is no longer permitted to
defer interest payments thereon and is therefore in default on the TruRSPlan of Restructuring is ultimately
not approved, CIB Marine will benable tocure this defaultWhile CIB Marine is not awaref@any precedent of a
default by a bank holding company on trust preferred securities, management believes aiefasuichill have a
materi al adverse effect on CIl B Maerious adiiesse comseqtientmisi ng op e
sharehtlers andhe TruPS holders.

See thdiLiquidity and Capital Plan Updateliscussiorbelowf or f urt her i nf or mati on on
plan.

Other Liabilities

December 31,

208 2007

(Dollars in thousands)
Accounts payable $ 179 $ 117
Accrual for unfunded commitments and standby letters of credit o] 725
Accrued real estate taxes 147 158
Accrued compensation and employee benefits 681 782
Accrued professional fees 490 448
Accrued other expenses 448 731
Other liabilities 278 258

$ 2223 $ 3219

Other liabilitiesdecreased $.0 million from $3.2 million at December 31, 2000 $.2 million at December 31,
2008. The decrease wanainly due to a $.7 million reversal of the accrual for unfunded commitment and standby
letters of credit during 2008

50



At December 31, 2007, CIB Marine had a $0.7 million accrual for unfunded commitments and standby letters
of credit related to one standby letter of credit which it had participated in with other banks. During 2008, this
standly letter of credit matured and was converted to a note. As a result of this funding, during 2008 $0.5 million of
the accrual for unfunded commitments and standby letters of credit was transferred to the allowance for loan loss.
The remaining $0.2 million &s reversed through a credit to provision for credit losses.

Off-Balance Sheet Arrangements

During the ordinary course of business, CIB Marine engages in financial transactions that are not recorded on its
consolidated balance sheets, are recordethouats that are different than their full principal or notional amount, or
are subsidiaries of CIB Marine that are presented on an equity basis rather than consolidated. Such transactions
serve a variety of purposes i n eréstu chte misk, lignidity aamgdecneditn t of
concentration risks, optimization of capital utilization, and meeting the needs of its customers.

Commitments:

As a financial services provider, CIB Marine routinely enters into commitments to extend credit, opdhaatin
commitments, lines of credit, and standby and commercial letters of credit. While these contractual obligations may
represent future cash requirements of CIB Marine, some of these commitments to extend credit may expire without
being drawn upon. Shccommitments are subject to the same credit policies and approval process as other loans
made by CIB Marine. See Item 8, Note Bihancial Instruments with O8alance Sheet Risk Part Ilof this Form
10-K for additional information.

Derivative Financal Instruments

CIB Marine utilizes derivatives primarily in its asset/liability management activities to modify the existing
market risk characteristics of certain assets and liabilities. DuPidgB, Cl B Marinebs deri va
predominately interesate swapsAn interest rate swap agreement involves the exchange of fixed and floating rate
interest payment obligations based on the underlying notional principal amounts. The amounts subject to market and
credit risks are the streams of interest paysentier the agreements and not the notional principal amounts, which
are used only to express the volume of the transactions. The fair value of each derivative instrument, however, is
recorded on the balance sheet dirisk oaaswapsagreetmentoislimitedta b i | i t
nonperformance of the counterpartyods obligations unde
exclusively wi t h counterparties t hat have high credi
counterparties were expected to meet any outstanding obligations as of December &1Fdt0additional
information regarding CI B Mar i ne &sincludimg tber offtmlancersheete s wap
notional amount and fair value which is tbarrying value, see Item 8, Note-Eihancial Instruments with Off
Balance Sheet Risks and NoteR&ir Value of Financial Instrumenits Part 11of this Form 16K.

Trust Preferred Securities:

At December 31, 2(&) CIB Marineowned 100% of theommon segrities of the Trustssee Item 8, Not8&-
Other Assets of this Form 4 for further information on these TrustSIB Marine also issued $61.9 million in
junior subordinated debentures to the Trustsch are outstanding at December 31,800he Trusts ave a total of
$60.0 million in preferred securities outstanding which were issued taffibated investors. Sedem 7-Junior
Subordinated Debentures and Guaranteed Trust Preferred Securities discussion and ltem 8Ldiwd drzn
Borrowingsin Partll of this Form 16K for further information.

Residential Mortgage Recourse Obligations:

CIB Marine has contracted with residential mortgage loan investors to repurchase or make the investor whole on
losses incurred on residential mortgage loans purdheieen CIB Marine and which were not in compliance or
otherwise represented a material breach of agreement between CIB Marine and the investor. The amount of
unsettled repurchase and maideole obligations as of December 31, 2007 and 2008 was $0.1 milidecember
31, 2007 and 2008, liabilities of companies held for sale included a $0.1 million contingent liability related to these
obligations.
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Contractual obligations

The following table summarizeS| B Ma mdrensegidifisant contractual obligatioas December 31, 2@&0
Excluded from the following table are a number of obligations to be settled in cash. These excluded items are
reflected in the Companyés consolidated balance sheet
accruednterest payable and derivative payables that do not require physical delivery of the underlying instrument.
The table does not include interest.

More
than 5
Total  Lessthan 1 yearl-2 years 2-3years 3-4years 4-5years__years

Certificate of deposit and other time

deposit obligations $489,172 $ 417,955 $ 30924 $ 25298 $ 6,627 $ 8231 $ 137
Longterm debt 27,000 9,000 8,000 5,000 5,000 o] o)
Junior subordinated debentures 61,857 o) o) o) o) o) 61,857
Operating leases 2,226 913 550 358 294 111 o]
Total $580,255_$ 427868 $ 39474 $ 30656 $ 11921 $ 8342 $61,994

Liquidity and Capital Plan Update

The objective of liquidity risk management at B&nksis to ensure that they a adequate funding capacity for
commitments to extend credit, deposit account withdrawals, maturities of borrowings and other obligations in a
timely manner. Liquidity positions of tHganks are actively managed by estimating, measuring and monitoring the
sources and uses of funds.h e B &umding réquirements are primarily met by the inflow from deposits, loan
repayments and investment debt service payments and maturities. EachBahksealsomakesuse of noncore
funding sources in a manner comsig with their liquidity, funding and market risk policies. Noncore funding
sources are used to meet funding needs and/or when the pricing and continued availability of these sources presents
lower-cost funding opportunities. Shegrm noncore funding smces utilized bythe Banks include federal funds
purchased, securities sold under agreements to repurchasegestmobiorrowings from the FHLB and shderm
brokered and negotiable time depositee Banks have also established significant loans anestnventsecurity
secured borrowing lines with the FRB and haaintained secured borrowing lines with nonaffiliated banks. Long
term funding sources, other than core deposits, includeteyngtime deposits and loftgrm borrowings from the
FHLB. Additional sources of liquidity include cash and cash equivalents, federal funds sold, sale of loans held for
sale and the sale of securities.

During 2008, the availability of federal funds purchasedterBanks with correspondent banks continued to be
contingent on pledges of fixed income securities. Additionally, pursuant to the aforementioned Agreement between
CIB Marine and th&keserve Bankhe CIB Marine parent compangxcluding its subsidias must obtairReserve
Bankapproval before incurring additiohaorrowing or debt.

The following discussion should be read in conjunction with the consolidated statement of cash flows contained
in the consolidated financial statements contained in Part II, Itamd&art I, Item 1ARisk Factorsof this Form
10-K.

CIB Marineb6s primary sources of funds for the twelve
increase in deposifexcluding deposits sold in the Citrus Bank transacti$hb.Omillion net increase in lonterm
borrowings and debt service andleenption payments resulting in a $24.5 million net decrease in the investment
portfolio.

Net loss from contining operations of $32 million, liabilities sold in excess of assets sold of $42.7 million
connection with the Citrus Bank sale, a $25.3ioillnet increase in loans and a $22.8 million net decrease in short
term borrowings were CIB Marinef6s primary uses of fund:

CIB Marine had liquid assets from continuing operations 7.8 million and &¥4.8 million at December 31,
2008 and 200, respectively.
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CIB Marine was able to meet its liquidity needs during 2008. Beginning in 2004, CIB Marine deferred interest
payments on its $61.9 million of junior subordinated debentures and as a result distrivaetieneferred on $60.0
million of trust preferred securities. The obligations underTthé®Sare solely the obligations of tH@IB Marine
parentcompany and not obligations of tiBanks. Under the terms of tHeuPS the deferral period may last up to
five years. Tasedeferral period extencdto the first quarter 02009, at which point CIB Marinbecame obligated
to payall of the accrued interest auchsecurities or be in defaulfhe end of the deferral period for Trust IV was
February 22, 2009. OMarch 25, 2009, the default défter Trust IV asprovided under thdebenturesCIB Marine
failed to make the requirgolyment of interest to the holders of Trust IV. Trusts |, Ill, and V reached the end of
their deferral periods during March 2009, witHaldt dateso occurduring April 2009. CIB Marine does not have
the cash available to make these interest payments prior to the defaulAtl&tecembei3l, 2008, the accrued and
unpaid interest on thginior subordinated debenturestaled $3.1 million. During 2008, CIB Marine continued to
defer interest payments on its junior subordinated debentures and, as a result, had adequate funding capacity to meet
its other obligationsAs a resul t of CIB Marineds i nablossebdngint o mak e
consideration of existing regulatory matters, there is
going concern.

As of December 31, 2008, ti@B Marine mrentcompany had $13.gillion in total cash and cash equivalents
In addition, theCIB Marine mrentcompany also holds $15million in loans that it is attempting to collect and an
additional $3.8 million in loans held for sal&ccording to the Bank Holding Company Act 1956, as amended
(the ABHEAO)b agdompany Ishdli serve as a source of financial and managerial strength to its
subsidiary banks and shall not conduct its mgndateati ons
CIB Marine has continued to monitor the capital strength anddiiguof the Banks. During 2008, CIB Marine
provided $50 million in capital to Marine Bank to support the bank in maintainirigvell-capitalizea@ position. In
addition, CIB Marine provided another $2nillion in capital to Marine Bank in March 2008ny otheruse of this
cash to pay interest or principal on fheiPSis subject to approval by thiReserve BankOnly cash available at the
CIB Marine mrentcompany may be used to pay debts or expenses @lBéMarine mrentcompany including
interest omprincipal on therruPS

Limitations imposed by the state regulators currently prohibit the Banks from providing a dividend to CIB
Marine without the prior written approval of the state regulators, and currently prohibit CIB Marine from paying a
dividend wthout the prior norobjection of the ReservBank At December 31, 2008he CIB Marine marent
compangs | i quid asset s, including amounts deposited witdt
million at the end of 20Q™ue primarily to $5.0 nilion in capital contributions made to the Banks. In addition, CIB
Marine may not issue new debt or renew existing debt without the prieoljention of the Reserv@ank At the
moment there is no other source of repayment of the TrwRiBsh beganto default in March 2009. Absent the
positive consent of the TREholders toa Plan of Restructuring proposed by CIB Marine on March 16, 2008
Marine will default on theemainingjunior subordinated debentures underlying the Trig&®e. Part I, ltem 1/ARisk
Factors of this Form 18 for further information.

As reported in Part Il, ltem 7 of its 2007 Form-KQ CIB Marine management has been developing and
implementing a comprehensive capital plan to pursue the goals of bringing the interest paynketiebentures
current as soon as -papist dl iez e dn@thedanks,iamdairmpovird thée dffisieneyt
of CIB Marine through revenue growth and expense management. All of these goals were targeted to provide the
greatest value @sible to shareholders of CIB Marine.

During 2008, management pursued efforts on each of the options outlined in its capital plan. On August 15,
2008, CIB Marine completed the sale of the branches, deposits and most of the loans of Citrus Bank,aits Florid
banking subsidiary, to a third party. Following the sale, the remaining assets, liabilities, and capital of Citrus Bank
were merged into CIB Marine. Most of these assets were in the form of approximately $18.5 million of retained
loans. CIB Marine contimes to attempt to liquidate these loans to increase cash balance€H tarine @rent
company.

In addition, CIB Marine management applied to its Wisconsin and lllinois bank regulators for permission to

transfer capital (in excess of amounts necessaty r emain in complianazei twaltihzed®
guidelines) from Marine Bank and®& Bank, respectively, to CIB Marine. CIB Marine intended to use that cash to
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pay accrued and unpaid interest on its trust preferred securities. In July and 2008s respectively, these
requests were denied.

In May 2007, Cl B Marine engaged St inaeageméht iciddntdying & Con
and contacting other bank holding companies regarding a possible merger or business combioéting CiB
Marine. The effort to identify potential partners has been extensive over the pasy tmenths. CIB Marine is ro
presentlyengaged in any active negotiations with any potential transaction partners and has focused its efforts on
restructuringits outstandingrruPSobligations, as described in greater detail below. CIB Marine has continued its
engagement of Stifelp assist it in evaluating all strategic options, including a sale of the company

OnMarch 16, 2009, CIB Marine submitted @onsent Solicitation to holders of the existinfruPSto restructure
the existingobligations Pursuant to the proposed Plan of Restructurimg approximately $00.9 million of
indebtedness under tlebentures currently held by the Trusts would be replactdapiproximately $94.9 million
aggregate liquidation preference of nevwdgued CIB Marine 7% Fixed Rate Perpetual Noncumulative Preferred
Stock (ACompany Preferredo)

CIB Marine proposed thelan of Restructuring for the following reasons:

e To prevent CB Marine from defaulting on its outstandimigbentures antb provideit with a more
stable capital structure;

e To replaceghedebentures with th€ompanyPreferredo eliminate $00.9million of indebtedness from
CI B Marineds bal anyimprosehteregtlatonyrcapitasposgionj f i cant |

e To substitue noncumulative 7% dividends (on ti@ompanyPreferred) for higherate cumulative
interestin ordertoi mpr ove CI B Marineds operating results.

By eliminating the consequences @éfault and improvingts balance sheet, regulatory capital position and
operating result$1B Marinehopes to position itself to seek a business combination transaction on terms that could
be more advantageous to CIB Marine and result in greater value for both the holiter$roPS, as well a€IB
Marinebébs common sharehol der s.

As of April 10, 2009, the initial voting deadline established in the Consent Solicitation, CIB Marine was notified
that a sufficient number of negative votes were cast by the applicable holders séries of TruPS to prevent
approval of the Plan of Restructuring. Based upon conversations that CIB Marine and its investment banking firm
have had with certain of the TruPS holders, including certain holders who have initially voted against the Consent
Solicitation, CIB Marine has elected to extend the voting deadline until May 11, 2009 in order to give it more time
to consider amending the terms of the Consent Solicita
otheravailable @tions to it. If the Plan of Restructuring is ultimately not approved, CIB Marine will be unable to
cure its default on the TruP3he status of the TruPS combined with the continued net losses, and in consideration
of existing regulatory matters, raise subsitndoubt about the ability of CIB Marine to continue as a going
concern.

In addition, CIB Marine continues to focus on the safety and soundnessRdirks. It should be noted that as
of Decembei31, 2008, the capital ratios of ttta n ks wer @l-calpli tat i 6ewdod | evel s under
action provisions. In addition, liquidity remains strong at bB#nks with contingency plans in place to further
ensure the safety of depository custom@ssnoted above, CIB Marine has providé&siBankswith $5.0 million of
capital during 2008 andn additionat$2.0 million in thefirst quarterof 2009 This is consistent wi
goal of supporting strong capital and liquidity positiondha&t Banks and is in keeping with its source of strength
obligations under the BHCA

In March 2009 Marine Bank stipulated to a C&D which was signed by the FDIC and the WDFI in early April
2009, and is expected to become effective in the near future. The C&D primarily resulted from the high level of
nonperformingassets of Marine Bank and the resulting impact on its financial condition. The C&D requires Marine
Bank to take certain corrective actions focusing on reducing exposure 4eerforming loans, charging off all
loans classified as loss, imposes restrtgion lending to credits with existing nparforming loans, and accruing
interest on certain delinquent loans in addition to charging off previously accrued interest on those loans. Key
provisions also include a restriction on paying dividends withouilaggry approval, a requirement to maintain a
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minimum tier 1 leverage ratio of 10% at Marine Bank, retaining qualified management, revising lending policies
and procedures focused on documentation, maintaining an appropriate loan review and gradingasgstem,
adopting a comprehensive budget. Failure to adhere to the requirements of the actions mandated by the C&D, once
it becomes effective, can result in more severe restrictions and civil monetary peffdée€&D added no
additional requirements to thasset quality and loan review program previously implemented and currently
maintained by Marine BanlCIB Marine and Marine Bank also remain committed to maintaining adequate capital
levels. Generally, enforcement actions such as the C&D can be lifted aftelly subsequent examinations
substantiate complete correction of the underlying issues.

CIB Marine continues efforts tdentify potentiabusiness combinatigmartnersandto restructue its obligations
under thedebenturesThe financial informationn Part lof this Form 16K does not consider any adjustments that
may be necessary should CIB Marine not be able to meet its obligations as they come due.

Capital

CIB Marine andhe Banks are subject to various regulatory capital guidelines. In getrersd, guidelines define
the various components of core capital and assign risk weights to various categories of assetsbasedriskpital
guidelines require financial institutions to maintain minimum levels of capital as a percentage of risk weighted
assets. The riskased capital information for CIB Marine is contained in the following table:

December 31,

2008 2007 2006
(Dollars in thousands)

Risk-weighted assets $ 656304 $ 743970 674,565
Average assets(1) $ 920519 $ 997,708 $ 1,015,809
Capital components
Stockhol derso equity $ 14802 $ 60306 $ 71,613
Restricted core capital:

Junior subordinated debentures net of investment in trust 60,000 60,000 60,000

Total restricted core capital elements 60,000 60,000 60,000
Disallowed amounts (51,730 (39,898) (36,129)
Maximum allowable in tier 1 capital 8,270 20,102 23,871

Nonfinancial equity items o} 0 (34)
Less: disallowed intangibles o} 0 (746)
Add: unrealized (income) loss on securities 10,008 (1,38) 1,880
Less: unrealized loss on equities (138) o} o)
Tier 1 capital 32,942 79,026 96,584
Allowable allowance for loan losses 8,340 9,449 8,595
Subordinated debentures net of investment in {frust included in

Tier 1 capital) 51,730 39,898 36,129

Tier 2 capital 60,070 49,347 44,724

Allowable Tier 2 CapitalZ) 32,942 49,347 44,724
Total riskbased capital $ 65,884 $ 128,373 $ 141,308

Minimum Required To be
Actual Adequately Capitalized
Amount Ratio Amount Ratio

(Dollars in thousands)
December 31, 208
Total capital to risk weighted asset:  $65,884  10.04%  $52,504 8.00%
Tier 1 capital to risk weighted asse 32,942 5.02 26,252 4.00
Tier 1 leverage to average assets 32,942 3.58 36,821 4.00

December 31, 200

Total capital to risk weighted asset: $128,373  17.26%  $59,518 8.00%
Tier 1 capital to risk weighted asse 79,026 10.62 29,759 4.00
Tier 1 leverage to average assets 79,026 7.92 39,908 4.00

December31, 2006
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Total capital to riskveighted assets $141,308 20.95%  $53,965 8.00%
Tier 1 capital to riskweighted assets 96,584 14.32 26,983 4.00
Tier 1 leverage to average assets 96,584 9.51 40,632 4.00

(1) Average assets as calatdd in accordance with 12 C.F.R. Part 325 of the FDIC rules and regulations which requires a quarter to date
average and allows for current period adjustments of goodwill and other intangible assets.
(2) Allowable Tier 2 capital cannot exceed 100% of Tieafital.

At both December 31, 2008 ag607, CIB Marine was subject tilie Agreement it entered into with the Reserve
Bank in the second quarter of 2004. Among other items, the Agreement requires CIB Marine to maintain a sufficient
capital position for theonsolidated organization including the current and future capital requirements of ¢aeh of
Banks, nonbank subsidiaries and the consolidated organ
leverage ratio had declined from 7.92% at Decemifer2807 to 8% and was below the 4.0% required by the
Agreement. The decline reflects the continued operating losses of CIB Marine during 2008. Depending on the extent
of continuing losses incurred by CIB Marine in future perjedswell as the overadize of its balance sheet, further
otherthantemporay impairmentadj ust ment s to its securities portfolio |
capital ratios could decline further. Cl B Maofthaeds abi
Agreement is dependent upon the successful execution of its capital plan outlinedLiquidity and Capital Plan
Updat® sectionabove

CI B Marineds st oclk.8milliodari.60of tatal assets st Dacanber 31, 280mpard to
$60.3 million or 6.0% of total assets at December 31, 200he decrease during 20@as primarily due to a net
loss of 84.4 million andan $11.4 million increasein accumulated other comprehensless Theincreasein the
other comprehensivioss resultedmainly from unrealized lossesnoother notes and bonds and mortghgeked
securitiesdue to thegeneral deterioration in the mortgage lending and related industries, as well as the declining
interest rate environment.

The debentures issued WgIB Marine prior to 2003subject to limitations, qualify as Tier 1 equity capital for
regulatory capital purposes. See fieinior Subordinated Debentures and Trust Preferred Sedudimsussion
abovefor further information on these borrowings. TR&B adopted a rule limiting the restricted core capital
elements, including junior subordinated debentures, net of investment in the trusts, to 25% of all core capital
elements, net of goodwill less any associated deferred tax liability.

New Accounting Pronowncements

The expected impact of accounting policies recently issued or proposed but not yet required to be adopted are
di scussed below. To the extent the adoption of new acc
condition, results obperations, or liquidity, the impacts were discussed in the applicable section of this financial
review and the notes to the consolidated financial statements.

Fair Value Measurements

I n February 2008, t he Financi as$suedStaff Positiom NonEAS $52,andar d s
Effective Date of FASB Statement No. {5 F S P2 01)5.7 F23iefersltie effective date of SFAS 157 to fiscal
years beginning after November 15, 2008 for all nonfinancial assets and liabilities that are recogtistgdsed in
the financial statements at fair value on a nonrecurring basis only. These include nonfinancial assets and liabilities
not measured at fair value on an ongoing basis but subject to fair value adjustments in certain circumstances (for
exampleassets that have been deemed to be impaired). CIB Marine has elected to defer the adoption of SFAS 157
with respect to nonrecurring, nonfinancial assets and liabilities as permitted by FP 157

ClB Marineds nonfi nanci athe dedesra eriteria set forth inlF$PaNw.i1bTicludee s t hat
foreclosed properties and assets and liabilities of companies held for disposal, namely CIB Construction. The
adoption of SFAS 157 for these nonfinancial assets and liabditiganuary 1, 2008id not have a material impact
on CI B Marineds consolidated financi al statement s.

In April 2009, the FASBissuedFSP FAS 112, FAS 1242, Recognition and Presentation of OthEnan
Temporary Impairmentsproviding additional guidance faan othesthantemporary impairment analysis under
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existing U.S. generally accepted accounting principf€A@P0) in determining whether the holder is likely to
realize some portion of the unrealized loss on an impaired security. An investment is impaired if the fair value of the
investment is less thats cost and FSP 154, Determining When a Market is Not Active and a Transaction is Not
Distressedproviding additional guidance on determining whether a market for a financial assets is not active and a
transaction is not distressed for fair value neasients under FASB Statement No. 157, Fair Value Measurements.
The implementation date is for reporting periods ending after June 15, Ril@®arly implementatiopermitted

for periods ending after March 15, 2009. CIB Marine anticipates adopting émgeh no later than the required
implementation date.

Consolidations

In DecembeR007, the FASB issued SFAS N60, Noncontrolling Interests in Consolidated Financial
Statementsin amendment of ARB Nel ( i SFAS 16 0 0 )requires Fedntpanidséwith noncontrolling

interests to disclose such interests <clearly as a po
noncontrolling interestds portion of net i nFADIB&IS must a
effective for financial statements issued for fiscal years beginning after Dec&ém®2008. The adoption of SFAS

160 is not expected to have a materi al effect on CI B M

In DecembeR007, the FASB issuk SFAS No0141(R), Business Combinations (revised 20077 SF A S
141 (R)O0) . SppliesSthe ladqguigitiBn) method of accounting for business combinations established in
SFAS 141 to all acquisitions where the acquirer gains a controlling interest, esgavtlivhether consideration was
exchanged. Consistent with SFAS 141, SFAS 14€Rliires the acquirer to value the assets and liabilities of the
acquireeat fair valueand record goodwill on bargain purchases, whithmain differencebeingthe applicatn to all
acquisitions where control is achieved. SFAS 141¢Rffective for financial statements issued for fiscal years
beginning after Decembéb, 2008. The adoption of SFAS 141(R) is not expected to have a material effect on CIB
Mar i ne ds ddimancglsthtéenttrast e

Hedging Activities

In March 2008, the FASB issued SFAB. 161, Disclosures about Derivative Instruments and Hedging
Activities( A SFLASLO0) . An amendment 183fAccbuitibd@Bfor Beriaative merantentshaad
Hedgirg Activities( i S FLA3S3 0 ) , 161SapphieS to all derivative instruments and provides financial statement
users with increased qualitative, quantitative, and creskitdisclosures. It requires enhanced disclosures about how
and why an entity uses dertixg instruments; how derivative instruments and related hedged items are accounted
for under SFASL33 and its related interpretations; and how derivative instruments and related hedged items affect
an entityds financi al pdocash flows 8FA361 is toeba appliad progpectivélyofor ma n ¢ e
interim periods and fiscal years beginning after NovenBer2008, with early adoption permitted. The adoption of
SFAS 161 is not expected to have a anualstemenss) effect on

Generally Accepted Accounting Principles

In May 2008, the FASB issued SFA®. 162, The Hierarchy of Generally Accepted Accounting Principles
( ASFAER0) . This statement makes the hierragaf fingnciad x pl i ci f
statement s, a step that recognizes preparersod responsi |
statements. SFA$62 provides for slight modifications to the current hierarchy in place by adding FASB Staff
Positons, Statement 133 Implementation Issues, and EFT®Ics to it. SFASL62 is effective 6@ays following
the SE@approval of t he Publ ic Company Accounting Overs
Section411, The Meaning of Present Fairly in Confdatynwith Generally Accepted Accounting Principl@he
amendments to AU Secti@til will be approved in conjunction with new Auditing Standard 6, which was issued by
the PCAOB in January of 2008, but has yet to be approved by the SEC. CIB Marine willS&dpt62 when
required.

Share Based Payment Awards

In June 2008, the FASB issued FASB Staff Position B036-1 ( i F S P E6HLT)Mpetedndning Whether
Instruments Granted in Shaiased Transactions Are Participating Settes ( A F SP 0361 DFH . The FASB
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determined in FSFEITF 036-1 that all outstanding unvested shdmased payment awards with rights to
nonforfeitable dividends are considered participating securities. Because they are considered participating securitie

FSP EITF03-6-1 requires companies to apply the talass method of computing basic and diluted EPS. This FSP

is effective for fiscal years beginning after Decenibigr2008. The adoption of FSP EITB-6-1 is not expected to

have a material effectonCB Mar i neds consolidated financial statement

Impact of Inflation and Changing Prices

CI B Marineds consolidated f i n&artdljltanh 8 of thimFoenmM&haves and n
been prepared in accordance with GAAP, which requiremtasurement of financial position and operating results
in terms of historical dollars without considering the changes in the relative purchasing power of money over time
due to inflation. The impact of inflation is reflected in the increased costof GBN ne6s operati ons.
i ndustri al compani es, nearly all/l of CI B Marinebs asset
rates and changes therein have a greater i mplevastof on CI B
inflation. Interest rates do not necessarily move in the same direction or to the same extent as the prices of goods and
services.

SUBSEQUENT EVENTS

During the first quarter of 2009 the Reserve Bankosed certaimisk controls on Marine Banklhe controls
restrict Marine Bank from having any daylight overdrafts, change the Discount Window eligibility from Primary
Credit to Secondary Credit, reduce the collateral margins for pledged collateral and limit the terms and raise the cost
of DiscountWindow borrowings shoul#larine Bank have any in the future. As a resafithese controlsMarine
Bank has planned totilize contingency liquidity resources when needed to support adecpstieholdings in its
account with the Reserve Ban& reduce th chance of any interruptions of service as a result of the restrictions.

Due primarily to the rapid decline in economic conditions during the first quarter of 2009, CIB Marine
recognizechet chargeoffs of $3.5 million andprovisiors for loan lossesf $2.9 million during the quarterelated to
its purchased home equity loan pools.

During the first quarter of 2008 e ver a l of CIB Marineds investment hol di
one or more nationally recognized statistical rating agencgltmabinvestment gradé&pecifically, tvo mortgage
backed securities (neagency) were downgraded, including: (1) downgrade to B from AAA for one security with a
current face value of $3.8 million and an unrealized loss of $0.7 mainoi(2) downgrade tBB from AAA for
one security with a current face value of $4.1 million and an unrealized loss of $0.4 rllazidition, bur pooled
trust preferred securities have been downgraded, includinBr€TSL 23 class €€EP was downgraded from A to
CCQC, (i) PreTSL 26 class BWas downgradeffom AA to CCC, (3) PreTSL 27 class Alvas downgradefrom
AAA to BBB, and (4) PreTSL 28 class Atas downgradeffom AAA to BBB. The current face values these
pooled trust preferred securitiegere $0.8million, $4.0 million, $2.0million and $2.0 million, respectively, and
their unrealized losses were $0.6 million, $3.0 million, $0.9 million and $0.9 million, respectively. One municipal
securitywith a par value of $3.5 million and an unrealized loss of $0.4 mi@nbeen downgraded to BBased
upon updated evaluations of the securities, the securities with downgrades as noted in this paragraph are not other
thantemporarily impaired. For more information see Iltem 8, Ne8e8uritiesf this Form 16K.

During thefirst quarter of 2009the CIB Marine parent compangontributed $2.0 million tdMarine Bankto
support the bankdés capital

During the first quarter of 2009, a subsidiary bank of CIB Marine sold $12.8 million in par value of Government
Agency securitiesdr a gain of $0.6 million. The proceeds were used to reduce the liabilities of the subsidiary bank.

On March 16, 2009, CIB Marine submittedCansentSolicitation to holders of its existing TruPS to restructure
its obligations under those instruments. Sant to the proposed Plan of Restructuring, the approximately $100.9
million of current indebtedness (including accrued interest ofl#88lion) under thedebentures held by the Trusts
would be replaced with approximately $94.9 million aggregate ligioidgreference of newlissued CIB Marine
7% Fi xed Rate Perpetual Noncumul ative Preferred Stock |
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CIB Marine proposed the Plan of Restructuring for the following reasons:

e To prevent the def aul tebemtire sCheduledtaaciumbet@esn March st a n d
25, 2009 and April 30, 2009 and to help provide it with a more stable capital structure;

¢ To eliminate $100.9 million of indebtedness fr
improve its regulatory capital positip

e To substitute noncumulative 7% dividends (on the Company Preferred) for the-tatgherterest
onthedke bentures in order to help improve CIB Marin

By preventing or curing the default of tllebentures and TruPS, reducidgbt, and improving its equity,
regulatory capital position and future operating results, CIB Marine hoped the approval of the Plan of Restructuring
would position the Company itself to seek a business combination transaction on terms that could be more
advantageous to CIB Marine and result in greater value for both the holders of the existing TruPS, as well as CIB
Marinebébs common sharehol der s.

As of April 10, 2009, the initial voting deadline established in the Consent Solicitation, CIB Marine wasdnotifi
that a sufficient number of negative votes were cast by the applicable holders of two series of TruPS to prevent
approval of the Plan of Restructuring. Based upon conversations that CIB Marine and its investment banking firm
have had with certain of thEruPS holders, including certain holders who have initially voted against the Consent
Solicitation, CIB Marine has elected to extend the voting deadline until May 11, 2009 in order to give it more time
to consider amending the terms of the Consent Solicii on and Pl an of Restructurincg
concerns, as well as to consider otaesilable ogbns.

If the Plan of Restructuring is ultimately not approved, CIB Marine will not be able to cure its default on the
TruPS.

Under applicable las/, the FDI C, as the Bankso6 primary federal
regul ator s, as the Banksd®é chartering authorities, hav
requirements on the Banks if they determine, upameémation or otherwise, violations of law or weaknesses or
failures with respect to general standards of safety and soundness. Applicable law prohibits disclosure of specific
examination findings by an institution, although formal enforcement action®atieely disclosed by regulatory
authoritiesIn March 2009 Marine Bank stipulated to a C&D which was signed by the FDIC and the WDFI in early
April 2009, and is expected to become effective in the near future. The C&D primarily resulted from the high leve
of nonperforming assets of Marine Bank and the resulting impact on its financial condition. The C&D requires
Marine Bank to take certain corrective actions focusing on reducing exposure-penioming loans, charging off
all loans classified as losgnposes restrictions on lending to credits with existing-periorming loans, and
accruing interest on certain delinquent loans in addition to charging off previously accrued interest on those loans.
Key provisions also include a restriction on payingabwnds without regulatory approval, a requirement to maintain
a minimum tier 1 leverage ratio of 10% at Marine Bank, retaining qualified management, revising lending policies
and procedures focused on documentation, maintaining an appropriate loan rediegvading system, and
adopting a comprehensive budget. Failure to adhere to the requirements of the actions mandated by the C&D, once
it becomes effective, can result in more severe restrictions and civil monetary peffdée€&D added no
additional rguirements to the asset quality and loan review program previously implemented and currently
maintained by Marine BankCIB Marine and Marine Bank also remain committed to maintaining adequate capital
levels. Generally, enforcement actions such as the G&BD be lifted only after subsequent examinations
substantiate complete correction of the underlying issues.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

CIB Marinebds primary ri sk exposucome andsthefestimared markete r e st

value of CI B Marinebs assets and Iliabilities are vulne
degree, includingequity price risk. Commaodity price and foreign currency exchange rate risk does nailyjorm
arise in the course of CIB Marinebs business.
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CIB Marinebs Board of Directors has overall responsi
Marine sets policy limits for interest rate risk to be assumed in the normal course efbusin  CI B Mar i neds
risk policy has the general objective of maintaining a low level of earnings volatility due to interest rate risk and to
protect CIB Marine from the impact that changes in interest rates have on net interest income. CIB Magiage uses
analysis and earnings simulations to measure interest rate risk.

Cl B Mar i nleabilty Marmgemdnt Committee monitors, at least quarterly, the interest rate risk
measurements for compliance with policy limits. If the derived interest ratengsisurements are outside of the
policy limits, management may implement a variety of strategies to reduce the risk. CIB Marine strives to use the
most effective instruments for implementing its interest rate risk management strategies, considerings,the cost
liquidity impact and capital requirements of the various alternatives. The implementation strategies usually involve
targeting specifianarket risk characteristider new marketable securities and néunding liabilities, and may also
include the usefalerivative instruments and the altering of the market risk characteristics of groups of interest rate
sensitive assets such as the repositioning of marketable securities.

The gap analysis as of December 31,8@ shown in the following table and regents the contractual reprice
risk positions of CIB Marine. The gap analysis doesfally represent basis, yield curve or option risk. The table
shows interest rate sensitive assets and liabilities and the difference between them within each tahdrirttasy
analysis the contractual repricing interest rate sensitivity position is balanced when an equal amount ef interest
earning assets and interdgtaring liabilities reprice during a given time interval. Excess interest rate sensitive assets
or liabilities repricing in a given time period results in the interest sensitivity gap shown in the table. A positive or
assefsensitive gap indicates that more intef@gtning assets than interé&saring liabilities will reprice in a given
time period, whié a negative or liabiliggensitive gap indicates that more intettesaring liabilities than interest
earning assets will reprice in a given time period.

Repricing Interest Rate Sensitivity Analysis

December, 31, 2008

0-3 Months  4-6 Months 7-12 Months _2-5 Years _Over 5 Years Total
(Dollars in thousands)

Interestearning assets:

Loans $251,105 $ 53,769 $ 73,085 $174,672 $ 25576 $555,207
Loans held for sale 4,777 o] o] 6] 6] 4,777
Securities 37,409 28068 48,651 130,068 36,256 280,452
Reverse repurchase securities agdkfal funds sold 29,377 o) d o) o) 29,377
Total interest-earning assets 322,668 81,837 121,736 304,740 38,832 869,813
Interestbearing liabilities:
Time depsits 102,004 73,713 249,578 63,749 128 489,172
Savings and interestearing demand deposits 157,400 [s] o] 6] 6] 157,400
Shortterm borrowings 60,806 2,000 0 o) o) 62,806
Long-term borrowings o] 6,000 3,000 18,000 <} 27,000
Junior suborthated debentures 20,619 o) 9 41,238 o] 61,857
Total interest-bearing liabilities 340,829 81,713 252,578 122,987 128 798,235
Interest sensitivity gap (by period) $(18,161) $ 124 $(130,842) $181,753 $ 38,704  $71578
Interest sensitivity ga(cumulative) (18,161 (18,037) (148,879 32,874 71,578 71,578
Cumulative gap as a % of totalassets (2.00% (1.99% (16.43)% 3.63% 7.90%

The financial instruments are shown to reprice at the earlier of their principal repayment daterduerity,
amortization, or prepayment in a stable rate environment or their next contractual reprice. In the gap analysis, non
maturing interesearning assets and interégaring liabilities are shown to reprice at the next contractual reprice
date andhe Collateralized Mortgage Obligations and the Real Estate Mortgage Investment Conduits that are a part
of the investment securities are shown to reprice in those periods in which they are expected to repay.

The table indicates that CIB Marine has aateg cumulative gap at one year and a positive cumulativeigap
the end of five years and aftéfhe primary reason for a positive cumulative gap at 60 months and over is that
neither norinterestbearing depositaor capital are interediearing and here are not included in the gap analysis.
A positive gapwvould indicate thaéin increase in interest rates will generally have a positive effect on the net interest
income, and a decrease in interest rates will generally have a negative effect on rettimci@nme A negative gap
would indicate thah decrease in interest rates will generally have a positive effect on the net interest income, and an
increase in interest rates will generally have a negative effect on net interest income.
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While this repricng interest rate sensitivity analysis is a widely used measure of interest rate risk and may be
used as an indication of interest margin direction, it does not fully reflect the effects given to interest rate risks other
than reprice risk, such as optidrgsis and yield curve risks. For these reasons, CIB Marine also performs interest
rate sensitivity analyses using earnings simulation models. These analyses measure the estimated percentage change
in net interest income due to changes in interest rat@&Makine derives results for selected hypothetical changes
in interest rates over a selected period of time, usually one year.

The following table illustrates the expected percentage change in net interest income over a one year period due
to an immediatehange in the shoterm U.S. prime rate ahterestand by the same amount and direction parallel
shifts in the related U.S. Treasury and U.S. Dollar LIBOR Swap yield casre§December 31, 28@nd 20Q0.

Basis Point Changes

+200 +100 -100 -200
Net interest income change over one year
December 31, 2@ (921)% (3.89% (0.35% (1.46)%
December 31, 2007 (7.35)% (4.09)% (0.42)% (2.96)%

The analysis reveals that on a relative b&B Marineis more liability sensitive for thene year horizon at
both December 31, 2008 and 2007. This means that in a rising interest rate environment, interest expense would
increase by more than interest income over a one year horizon than in a declining interest rate environment. The
analysis als reveals that the relationship between basis point changes in interest rates and net interest income
changes is not a linear relationship; the primary reason for this is the option and basis risks inherent in the assets and
liabilities of CIB Marine. Theprimary form of option risk prevalent is prepayment risks in the loan and mortgage
backed security assets, and the primary form of basis risk inherent is differences in the timing and magnitude of
changes to U.S. prime rates of interest and interestgaté®n normaturing deposit accounts.

CIB Marine monitors the models on an ongoing basis to ensure the assumptions most accurately reflect the
current conditions. The balance sheet financial instruments included in the gap and simulation modelsamdude |
investment securities, federal funds sold, time deposits, saving deposits, -in¢em@syy demand deposits, federal
funds purchased, securities sold under agreements to repurchase and other borrowings. Some of the options
accounted for in the simulan analysis include call options in U.S. Government Sponsored Enterprise issued
investment securities, embedded call options in U.S. Government Sponsored Enterprise issued Collateralized
Mortgage Obligations, Real Estate Mortgage Investment Conduies] fede loans, loans with rate floors and put
options in various borrowings.

The interest rate sensitivity analysis for December 31, 2007 included $10.0 million of receive fixed/pay floating
interest rate swaps used to hedge time deposits of similar gerdh$5.6 million of pay fixed/receive floating
interest rate swaps used to hedge fixed rate loans of similar terms. There were no interest rate swaps outstanding at
December 31, 200&ome of the features of the financial instruments included in the rtwaiedre not reflected
fully in the quantitative market risk disclosure information include call options in municipal bonds and U.S.
Government Sponsored Enterprise issued structured notes.

The following assumptions were used in the earnings simulatimein

e The balance sheet size was assumed to remain constant;

e All maturing assets and liabilities were invested or deposited into similar financial or derivative
instruments;

e Spreads to the benchmark interest rates for pricing new volume to replace gnatupaying older
volumes were similar to spreads currently inherent in those financial instruments, except for marketable
securities which reflects current market spreads;

e The interest rates of financial instruments with like terms were assumed to dyatgesame number
of basis points except that the timing, magnitude, and direction of change of interest rates paid on non
maturing savings and interdstéaring demand deposits were assumed to change in a way similar to that
experienced in the past, whiéh less than perfectly correlated with the other interest rate changes.
Current anticipated pricing strategies for raaturing deposits were also utilized.

61



The simulations of earnings do not incorporate any management actions that might change ke ofspet
interest income to interest rate changes. Therefore, they may not reflect actual results.

Equity price risk exists as the result of various holdings of equity securities whose market value changes with
changes in the market. Equity holdingslirtte those traded on various exchanges and those that are not, the latter of
which have limited liquidity. CIB Marine does not actively hedge its equity positions with derivatives to mitigate the
risk of price movements in equity securities. Total equityusity holdings of CIB Marine at December 31, 2008
and 2007, respectively, includes $0.9 million and $0.1 million of private and public nonaffiliated firms, $1.1 million
and $1.2 million in low income housing tax credit limited partnerstipey and $0.6million of Federal Reserve
Bank of Atlanta stockand $11.6 million and $11.7 million of FHLB stock.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Report of Independent Registered Public Accounting Firm

The Board of Directors
CIB Marine Bancshare Inc.:

We have audited the accompanying consolidated balance sheets of CIB Marine Bancshares, Inc. and its subsidiaries
(the Company) as of December 32008 and 2007, and the related consolidated statements of operations,

st ockhol der s 6flows fpueach vf the yearslin theatsgear period ended December 2008. These
consolidated financi al statements are the responsibild]i
express an opinion on these consolidated financial staterbas¢d on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the ihancial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and signifitagstimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above predgntirfa@ll material respects, the
financial position of CIB Marine Bancshares, Inc. and subsidiaries as of Decemki#&d081and 2007, and the
results of their operations and their cash flows for each of the years in thedhregeriod ended December, 31
2008, in conformity with U. S. generally accepted accounting principles.

The accompanying consolidated financial statements have been prepared assuming that the Company will continue

as a going concern. As discussed in note 1 to the consolidated dinstatéments, the Compang i nabi | ity t o
its obligations with regard to the trust preferred securitiesaddition toits continued net lossesand in

consideration of ongoing regulatory matters raise substantial doubt about its ability to continue as a going concern.
Management 6s plans with regard to these matters are al
do not inclué any adjustments that might result from the outcome of this uncertainty.

KPMG LLP

Milwaukee, Wisconsin
April 15, 20
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CIB MARINE BANCSHARES, INC.

Consolidated Balance Sheets

December 31,

2008

2007

(Dollars in thousands,
except share data)

Assets
Cash anatash equivalents:
Cash and due from banks $ 27854 $ 22,649
Reverse repurchase securities 27,682 51,692
Federal funds sold 1,695 500
Total cash and cash equivalents 57,231 74,841
Loans held for sale 4,777 o}
Securities at fair value 280,452 316,321
Loans 555,207 595,259
Allowance for loan losses (19,242 (20,706
Net loans 535,965 574,553
Premises and equipment, net 5,794 8,961
Accrued interest receivable 4,289 5,839
Foreclosed properties 980 1,344
Assets of comanies held for disposal 988 1,851
Other assets 15,920 22,077
Total assets $ 906396 $ 1,005,787
Liabilities and Stockholdersd Equit)y
Deposits:
Noninterestbearing demand $ 48,060 $ 73,519
Interestbearing demand 34,308 36,832
Savings 123092 171,338
Time 489,172 463,901
Total deposits 694,632 745,590
Shortterm borrowings 62,806 85,616
Long-term borrowings 27,000 12,000
Junior subordinated debentures 61,857 61,857
Accrued interest payable 41,377 33,223
Liabilities of canpanies held for disposal 1,699 3,976
Other liabilities 2,223 3,219
Total liabilities 891,594 945,481
Stockhol dersé Equity
Preferred stock, $1 par value; 5,000,000 shares authorized, none issued o} o}
Common stock, $1 par value; authorizedreha50,000,000; issued shares, 18,346
in 2008 and 2007; outstanding shares, 18,341,231 in 2008 and 18,346,442 in 18,346 18,346
Capital surplus 158,613 158,398
Accumulated deficit (151936 (117,537
Accumulated other comprehensive incoftoss), net (10,008) 1,382
Receivables from sale of stock (51) (121)
Treasury stock at cost, 12,663 shares (162) (162)
Total stockholdersé equity 14,802 60,306
Tot al l'iabilities and stockhol der$ 906396 $ 1,005,787

See accmpanying Notes to Consolidated Financial Statements
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CIB MARINE BANCSHARES, INC.

Consolidated Satements of Operations

Interest and Dividend Income
Loans
Loans held for sale
Securities:

Taxable

Tax-exempt

Dividends
Federal funds sold

Total interest and dividend income

Interest Expense
Deposits
Shortterm borowings
Longterm borrowings
Junior subordinated debentures
Total interest expense
Net interest income
Provision for (reversal of) credit Isss
Net interest incom@oss)after provision for credit
losses

Noninterest Income

Loan fees

Deposit service charges

Other service fees

Other income

Net gain on sale of assets and deposits
Total noninterest income

Noninterest Expense
Compensation and employee benefits
Equipment
Occupancy ath premises
Professional services
Impairment loss on investment securities
Write down and losses on assets
Other expense
Total noninterest expense
Loss from continuing operations before income taxes
Income tax expense (benefit)
Loss from continuing operations

Discontinued operations:
Pretax incomdrom discontinued operations
Income tax expense (benefit)
Income from discontinued operations
Net Loss

Earnings (Loss) Per Share

Basic:
Loss fromcontinuing operations
Discontinued operations
Net loss

Diluted:
Loss from continuing operations
Discontinued operations
Net loss

Weighted average sharbasic
Weighted average shardduted

See accompanying Notes to Consolidated Financial Statements

65

Years Ended December 31,

2008

2007

2006

(Dollars in thousands, except share and per share data)

$ 38611
19

1,792

10522

(35913
320
(36,233

493

(1,341
1834

$ (34,399

$ (1.98)
0.10

$ (1.88)

$ (199
0.10

$ (1.88)

18,333,779
18,333,779

$ 44,627 $ 38,533
5 2
14,516 17,907
81 161
239 605
3,226 4,301
62,694 61,509
29,695 29,247
1,698 1,008
118 245
8,556 7.742
40,067 38,242
22,627 23,267
6,413 (4,384)
16,214 27,651
421 270
963 1,041
119 184
233 320
1,314 2,727
3,050 4,542
18,167 20,484
3,155 3,420
3,134 3,332
3,348 4,484
3 1,134
742 )
5,926 9,277
_ 34472 _ 42131
(15,208) (9,938)
3 99
(15,211) (9,839)
417 660
(1,023) 99
1,440 561
$ (13,771) $ _ (9,278)
$ (083 $ (0.54)
0.08 0.03
$ (0.75) $ (0.51)
$ (083 $ (0.54)
0.08 0.03
$ (075 $ (0.51)
18,333,779 18,333,779
18,333,779 18,333,779



CIB MARINE BANCSHARES, INC.

Consolidated Statements of Stockhol dersbd
Stock
Accumulated Receivables
Common Stock Other and
Par Capital Accumulated Comprehensive Treasury
Shares Value Surplus Deficit Income (Loss) __Stock Total

(Dollars in thousands, except share data)

Balance, December 31, 2005 18,346,442 $18,346 $158,163 $ (93,528) $ (3,435)

$ (369 $79,182

Comprehensive loss:

Net loss ) ) ) (9,278) 3 3 (9,278)
Other comprehensive income (loss):
Impairment loss on investment
securities 3 3 ) 8 (1,134) ) (1,134)
Unrealized securities holding gains
arising during the perigadet 3 3 3 3 2,689 8 2,689
Total comprehensive loss (7,723)
Stock option expense 3 3 103 ] ] G} 103
Reduction of receivables from sale of st 5 ) ) ) b) 51 51
Balance, December 31, 2006 18,346,442 $18,346 $158,266 $ (102,806) _$ (1,880) $ (313) $71.613
Cumulative effect of adoption oflN 48 ) ) 3 (960) k) k) (960)

Adjusted Balance at beginning of periodi18,346,442 $18,346 $158,266 $(103,766) _$ (1,880)

$ (313) $70,653

Comprehensive loss:

Net loss 3 ) 3 (13,771) ) ) (13,771)
Other comprehensive income
Unrealized securities holding gains
arising during the periqdet ) 3 3 3 3,262 ) 3,262
Total comprehensivess (10,509)
Stock option expense 3 3 132 3 3 3 132
Reduction of receivables from sale of st 8 8 3 ] ] 30 30

Balance, December 31, 2007 18,346,442 $18,346 $158,398 $ (117,537) _$ 1,382

$ (283) $60,306

Comprehensive loss:

Net loss 3 3 3 (34,399 3 ) (34,399
Other comprehensive loss:
Unrealized securities holdirigsses
arising during the perigchet 3 3 3 d (11,399 3 (11,390
Total comprehensive loss (45,789
Stock option expese 3 3 215 d d 3 215
Reduction of receivables from sale of st ) ) 3 ) ) 70 70
Balance, December 31, 2008 18,346,442 $18,346 $158613 $ (151936 _ $(10,008 $ (213) $14,802

See accompanying Notes to Consolidated Financial Statements
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CIB MARINE BANCSHARES, | NC.

Consolidated Statements of Cash Flows

Cash Flows from Operating Activities
Net loss from continuing operations
Net income from discontinued operations

Adjustments to reconcile net loss to net cash provided by (used in) operating a

Deferred loan fee amortization

Depreciation and other amortization

Provision for (reversal of) credit losses

Originations of loans held for sale

Proceeds from sale of loans held for sale

Net gain on sale of assets and deposits

Write down and losses on assets

Impairment loss on investment securities

Decrease (increase) in interest receivable and other assets

Increase in interest payable junior subordinated debentures

Increase (decreasm) other interest payable and other liabiliti
Operating cash flows of discontinued operations
Net cash used in operating activities
Cash Flows from Investing Activities
Maturities of securities available for sale
Purchase of securities available for sale
Proceeds from sales of securities available for sale

es

Proceeds from sales of mortgatgcked securitis available for sale

Repayments of asset and mortghgeked securities available for sale

Purchase of asset and mortgageked securities available for sale

Net decrease in Federabhie Loan Bank Stock
Net decrease in other investments
Net increase in loans
Proceeds from sale of foreclosed properties
Net cash received from the sale of branches
Premises and equipment disposals
Premises and equipmeexpenditures
Investing cash flows of discontinued operations
Net cash provided by (used in) investing activities
Cash Flows from Financing Activities
Increase (decrease) in deposits
Decrease in deposits of branches held for sale
Deposits sold
Repayments of lontermborrowings
Proceeds from lorterm borrowings
Net increasédecreasgin shortterm borrowings
Net decrease in receivables from sale of stock
Net cash provided by (used in) fimang activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Supplemental Cash Flow Information
Cash paid (received) during the year for:
Interest expenseontinuing operations
Income taxesliscontinued operations
Supplemental Disclosures of Noncash Actities
Transfers of loans to foreclosed propertestinuing operations
Transfers of loans to loans held for sale
Transfer deposits to deposits of branches held for sale
Available for Sale guity stock eceived from sale of subsidiary
Cumulative effect of adoption of FIN 48)

Years EndedDecember 31,

2008 2007 2006
(Dollars in thousands)
(36,233 $ (15,211) $ (9,839)
1834 1,440 561
(34,399 (13,771) (9,278)
(399 (639) (693)
294 1,118 2,761
22,063 6,413 (4,384)
(4,764 (2,600) (1,965)
4,031 2,716 1,906
(4,184) (1,314) (2,727)
3547 742 o}
1,792 3 1,134
3,682 2,735 (2,238)
8,832 8,501 7,688
(1,822 (4,464) 2,487
(1,192 (291) (523)
(2,618 (854) (5,832)
70591 107,225 159,757
(56,125 (94,476) (100,943)
o} 33,204 o}
o} 48,037 o}
46,420 52,567 81,072
(36,354 (125,567) (5,390)
185 45 14,431
61 48 795
(25,267) (79,761) (5,954)
77 10 2,525
41,039 2,27 3,620
82 1,338 715
(343) (1,155) (1,319
(222 (1,435) 1,011
40,844 (57,642) 150,322
35,678 5,574 (63,713)
o} (5,700) (11,627)
(83704 (49,665) (64,329)
o} (2,000) (5,250)
15,000 12,000 d
(22,810) 57,963 2,652
o} 30 o}
(55,836) 18,202 (142,267)
(17,610 (40,294) 2,223
74,841 115,135 112,912
57,231 $ 74841 3 115,135
26,347 $ 31,784  $ 30,198
(831) o] 2
405 $ 1273 % 52
4,010 o} d
o} o} 64,331
955 d o}
o} 960 d

See accompanying Notes to Consolidated Financial Statements
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Notes to Consolidated Financial Statements
Note I-Summary of Significant Accounting Policies
Nature of Operations

CI B Marine Bancshianreeos), ilsnca b(ainCk BhoMadi ng company. Ref
CIB Marineds subsidiaries unless otherwise specified.
and middlemarket business customers and investsiensecurities. CIB Mdne also offers a competitive range of
deposit and other financial products to its customers. Its offices and, generally, customers are located in the central
lllinois, Milwaukee, IndianapolisandPhoenixmarketsCanr on Cor por at i on nef éutsidiary on 0 )
of CIB Construction,was a steel fabrication and erection company, which was acquired in 2002 as a result of
collection activities. Since the third quarter of 2003, Canron has been in the process of voluntary liquidation.

Going Concern andRegulatory Matters

As discussed below, CIB Marine has defaulted on the debentures it issued in conjunction with its Trust Preferred

Securities (AMMTha PGCompaornydé&s iinmgahi |l ity to meet its oblige
to its, continued net losseand in consideration of the regulatory matters discussed lrale® substantial doubt

about CIB Marineds ability t o ateddimahcialrstatementsdo motinclodeany conc
adjustments to reflect the possible future effects on the recoverability and classification of liabilities that may result
from the outcome of CIB Marineds ability to continue a:

Default on TriPS Debentures

As discussed further in note 11, CIB Marine owes approximately $100.9 million (including accrued interest of
$39.1 million) on its junior subordinated debentures supporting its trust preferred securities, all of which is due and
payable. ADecember 31, 2008, total assets at the CIB Marine parent company were $117.1 million, which included
$13.2 million of liquid assets. There is no other source of repayment of the TruPS other than these assets. CIB
Marine defaulted on the first tranche oktRruPS on March 25, 2009 and, absent additional capital, cash or a
successful restructuring of the TruPS, will default on the remaining three tranches during the second quarter of 2009.

On March 16, 2009, CIB Marine submitted a Consent Solicitation ltteh®of its existing TruPS to restructure
its obligations under those instruments. Pursuant to the proposed Plan of Restructuring, the approximately $100.9
million of current indebtedness under tiigbentures supporting the TruPS would be replaced wighoajmately
$94.9 million aggregate liquidation preference of neisgued CIB Marine 7% Fixed Rate Perpetual
Noncumul ative Preferred Stock (ACompany Preferredo).

As of April 10, 2009, the initial voting deadline established in the Consent SolicitatiBrivi@rine was notified
that a sufficient number of negative votes were cast by the applicable holders of two series of TruPS to prevent
approval of the Plan of Restructuring. Based upon conversations that CIB Marine and its investment banking firm
have hadwith certain of the TruPS holders, including certain holders who have initially voted against the Consent
Solicitation, CIB Marine has elected to extend the voting deadline until May 11, 2009 in order to give it more time
to consider amending the termstofhe Consent Solicitation and Plan of R
concerns, as well as to consider all of the other options available to it.

If the Plan of Restructuring is ultimately not approved, CIB Marine will not be able to pay theaantitet of
the accrued interest on iiebentures and will be unable to cure its default on the TruPS. Management believes that
its inability to cure this default will have serious adverse consequences on the shareholders and TruPS holders who
could, in cerain circumstances, force or be directed to force CIB Marine into an involuntary liquidation that would
have a material adverse effect on CIB Marineds continui

Regulatory Matters

At December 31, 2008 CIB Marine was subject to a Writtené&gree nt ( AiAgreement 0) it ent
FRB in the second quarter of 2004. Among other items, the Agreement requires CIB Marine to maintain a sufficient
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capital position for the consolidated organization including the current and future capitaémenis of each of its

subsidiary banks, nonbank subsidiaries and the consoli
Tier 1 | everage ratio had declined from 7.92% at Decer
leveragerato f el | below the 4.0% fimini mum capitalo threshol

guidelines of the FRB. The decline reflects the continued operating losses of CIB Marine during 2008. Depending

on the extent of continuing losses incurlsdCIB Marine in future periods, as well elsanges tdhe overall size of

its balance sheetpsses incurred fronfurther loan losses anatherthantemporay impairment of investment

securities and other unforeseeable events that may adversely affesddts or capital CI B Mar i neds capi
could decline further. Based on CIB Marinebés current a
will not be able to satisfy the Tier | Core Capital and Total Faked Capital minimumatios unless it raises

additional capital through the renegotiation of its TruPS. If CIB Marine cannot restructure its TruPS, its subsidiary
Banks could be subject to further regulatory enforcement action, including, without limitation, the issuanese of cea

and desi st orders (which may, among other things, fur
placing them into a conservatorship or receivership. Notwithstanding the renegotiation of the TruPS, the Federal
Reserve could take enforoent action before any such date, which could include the FDIC or the state regulators
placing the Banks into a conservatorship or receivership. If the Banks are placed into a conservatorship or
receivership, it is highly likely that this would lead toamp | et e | oss of all value of
interest in the Banks, and CIB Marine subsequently may be exposed to significant claims by the FDIC or the state
regulators. In addition, further restrictions could be placed on the Banks if followietgarihation that the Banks

are undercapitalized, significantly undercapitalized, or critically undercapitalized, with increasingly greater
restrictions being imposed as the level of undercapitalization increases.

In March 2009 Marine Bank stipulated taC&D which was signed by the FDIC and the WDFI in early April
2009, and is expected to become effective in the near future. The C&D primarily resulted from the high level of
nonperforming assets of Marine Bank and the resulting impact on its financigi@ont@he C&D requires Marine
Bank to take certain corrective actions focusing on reducing exposure 4oeerforming loans, charging off all
loans classified as loss, imposes restrictions on lending to credits with existipgriorming loans, and aadng
interest on certain delinquent loans in addition to charging off previously accrued interest on those loans. Key
provisions also include a restriction on paying dividends without regulatory approval, a requirement to maintain a
minimum tier 1 leverageatio of 10% at Marine Bank, retaining qualified management, revising lending policies
and procedures focused on documentation, maintaining an appropriate loan review and grading system, and
adopting a comprehensive budget. Failure to adhere to theemguits of the actions mandated by the C&D, once
it becomes effective, can result in more severe restrictions and civil monetary peffdte€&D added no
additional requirements to the asset quality and loan review program previously implemented antlycurr
maintained by Marine BankCIB Marine and Marine Bank also remain committed to maintaining adequate capital
levels. Generally, enforcement actions such as the C&D can be lifted only after subsequent examinations
substantiate complete correction o tlnderlying issues.

Management Plans

I'n May 2007, ClB Marine engaged Stif el Ni colaus & Co
and contacting other bank holding companies regarding a possible merger or business combination involving CIB
Marine. The effort to identify potential partners has been extensive over the past twenty months. CIB Marine is not
presently engaged in any active negotiations with any potential transaction partners and has focused its efforts on
restructuring its outstaling TruPS obligations, as described above. CIB Marine has continued its engagement of
Stifel, to assist it in evaluating all strategic options, including a sale of the conff@Zompany is also currently
taking steps to comply with all aspects of th&BCand regularly communicates such progress to its regulators.

The accounting and reporting policies of CIB Marine conform to U.S. generally accepted accounting principles.
Consolidation

The consolidated financial statements include the accounts oMaHhe and its whollyowned and majority
owned subsidiaries, including companies which are held for disposal. All significant intercompany balances and
transactions have been eliminatéd.both December 31, 2@0and 200, Canronds netingheset s as
consolidated balance sheets of CIB Manwere zero. Accordingly, minoritinterestin Canron isnot reflected in
the consolidated financial statements
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Use of Estimates in the Preparation of Financial Statements

The preparation of financial statents in conformity with U.S. generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities
including the allowance for loan lossegluation of investmentsand impairment, if any, andlisclosure of
contingent assets and liabilities at the date of the financial statements and reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates. Estimates used in the
preparation of the consolidated financial statements are based on various factors, including the current interest rate
environmentvalue of collaterabecuring loans and investments, assessed probabilities of default of obligors in loans
and investment seritiesrecent sales of investments in the marketptamithe economic conditions both local and
national Changes in these factors can significantly affec
recorded assets and liabilities.

Cash Flows

For purposes of presentation in the statements of cash flows, cash and cash equivalents are defined as those
amounts included in the consolidated balance sheet cap
all of which mature within ningtdays.

Other Investments

Investments in limited partnerships and other equity investments which are not readily marketable are accounted
for using the equity method when CIB Marineds owner shi
corpordion, but not more than 50%. Investments not accounted for under the equity method are accounted for using
the cost method. All other investments are periodically evaluated for impairments. If an investment is impaired, a
loss is recognized. To determinehether an investment is impaite@IB Marine looks to various indicators
including recent transactions, i f an® CIB Manirte retogrizedi nv e st e
$0.7 millionof impairment losses on other investmeis.impairmentiosses on other investments were recognized
in 2008 and 2006lf different assumptions or conditions were to prevail, the carrying value of these investments
may need to be further reduced and a loss recorded or previously recognized losses revergait aecbaded. At
December 31, 2@and 200, other investments totaled. 2 million and .4 million, respectively, all of which are
illiquid.

The equity method of accounting requires CIB Marine to record its proportionate share of income or loss as an
increase or decrease in its investment and a corresponding gain or loss in noninterest income. Cash dividends or
other distributions received by CIB Marine are recorded as reductions in the carrying amount of the investment.

Loans Held for Sale

Loans hell for sale are carried at the lower of cosfair value, determined on an individual basis. When a loan
is sold or transferred to held for sale, the | oands ca
that is determined to beedit related is recorded as a chaodi reducing the allowance for loan losses. Any
shortfall in fair value other than credit related is recorded as a charge to noninterest expense. All subsequent net
declines irfair value of loans held for sale ars@alrecorded to noninterest expense.

Securities Available for Sale

Available for sale securities consist of equity securities, bonds, notes and other debt securities not classified as
held to maturity securities or trading securities. Available for sdargties are carried at fair value with unrealized
net gains and losses reported in other comprehensive indassd n st o ¢ k h oDedliees is the faryalue t vy .
of securities available for sale that are deemed to be-titaetemporary are chaegl to earnings as a realized loss,
and a new cost basis for the securities is established. In evaluatinghatheéemporary impairmerior impaired
investments ClI B Marineds management considers theeehlessgth of
than cost, the financial condition and néznm prospects of the issuer, the intent and ability of CIB Marine to retain
its investmentor a period of time sufficient to allow for any anticipatedovery in fair value in the near term and
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otherfactors as detailed in Note 3. Realized securities gains or losses on sesalgtgsising specific identification
method) and declineis fair value below the amortized cosfadged tobe otherthantemporary are included in
noninterest income expenae appropriate.

The amortized cost of securities is adjusted for amortization of premiums and accretion of discounts over the
estimated remaininfife of the security. Such amortization is calculated using the-lde&l method, adjusted for
prepaymentsand is included in interest income from investments.

Loans, Allowance for Loan Losses and Provision for Credit Losses

Loans that management has the intent and ability to hold to maturity for the foreseeable future are carried at the
amount of unpaid pncipal, increasebly costs to originatéoansand premiums paid on purchased loand reduced
by net deferred fees and an allowance for loan losses. The accrual of interest on loans is generally discontinued
when a loan becomes ninety days or more deénqu in accordance with the | oands
credit is well secured and in process of collection. Loans are placed on nonaccrual or-cfiagad earlier date if
collection of principal or interest is considered by management to ddgfdb Unpaid interest that has previously
been recorded as income is written off against interest income when a loan is placed on nonaccrual. Interest on loans
is calculated by using the simple interest method on daily balances of the principal antstarntding. Interest
payments received on loans which are on nonaccrual are generally applied to reduce the loan principal. Loans are
returned to accrual status once a borrower has demonstrated repayment performance on the contractual schedule for
a periodof six consecutive months and the expectation is that contractual payments will continue to be made during
the remaining term of the loan.

The allowance for loan losses is established through a provision for loan losses charged to expense. Loans are
chargd against the allowance when management believes that the collectibility of the principal amount is unlikely
and where loans are sold at less than their outstanding principal balnces 2008, CIB Marine changed its
chargeoff policy related to its prchased home equity pools. Due to the sustained decline in housing markets and
adverse conditions for housing finance, in the second quarter of 2008 CIB Marine began charging off 100% of the
outstanding principal of each loan in the home equity pools vihéecomes 90 days past due. This change
accelerated charggffs of the norperforming loans in the poolRecoveries of amounts previously chargdfiare

credited to the allowance.

The provision for loan losses is included in the provision for credgds in the statements of operations. Also
included in the provision for credit losses is the expense for probable losses on unfunded loan commitments and
standby letters of credit. Estimated losses on unfunded loan commitments and standby letteitsapé @ecrued
and included in other liabilities.

Management periodically reviews the loan portfolio in order to establish an allowance for loan losses that are
probable at the reporting date. The al | cowafrindigduaf or | o al
loans and the entire loan portfolio, including such factors as the volume and character of loans outstanding, the
relationship of the allowance for loan losses to outstanding loans, past loan loss experience, the expected loan
repaymentsestimated value of any underlying collateral on individual loans and general economic conditions.

Management believes that the allowance for loan losses was adequate at Decembed &id 2007. While
management uses available information to recoglugses on loans, future additions to the allowance may be
necessary based on changes in the loan portfolio and/or in economic conditions. In addition, various regulatory
agencies, as an integral part of their examination process, periodically review CIB Mee 6 s al | owance f
losses. Such agencies may require CIB Marine to recognize additions to the allowance based on their judgments
about information available to them at the time of their examination.

A loan is considered impaired when, based oretttrinformation and events, it is probable that CIB Marine will
be unable to collect the scheduled payments of principal or interest when due according to the contractual terms of
the loan agreement. Factors considered by management in determining impainohede payment status,
collateral value and the probability of collecting scheduled principal and interest payments when due. Loans that
experience insignificant payment delays and payment shortfalls generally are not classified as impaired.
Managementetermines the significance of payment delays and payment shortfalls onlay-case basis, taking
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into consideration all of the circumstances surrounding the loan and the borrower, including the length of the delay,

the reasons for the delay, the bawrer 6 s pri or payment records and the amo
principal and interest owed. Impairment is measured on aldgdman basis for commercial and construction loans

by either the present value of expected future cash flowswiscoed at t he | oanbdés effectiv
obtainable market price, or the fair value of the collateral if the loan is collateral dependent. Cash collections on
impaired loans which are individually evaluated are credited to the loan reeehathhce and no interest income is

recognized on those loans until the loan is no longer considered impaired.

Large groups of smaller balance homogeneous loans are collectively evaluated for impairment. Accordingly,
CIB Marine does not separately ideptifidividual consumer and residential loans for impairment.

Loan origination fees are deferred and certain direct origination costs are capitalized. The amounts deferred and
capitalizedas well as premiums on purchased loarssincluded in the carryingreount of the loans and amortized
over the estimated life of the loans as an adjustment of the yield of the related loan. Amortization of deferred loan
fees and costs ceases when a loan is placed on nonaEemsmfor loans sold and other loan fees askdted in the
net gain or loss recognized on the sale.

Goodwill

Goodwill resulted from the acquisition of companies or assets. Fair values have been determined by examining
stock prices of publicly traded financial institutions with similar performamegacteristics as the reporting units
and discounted cash flow models. Where market prices are not available and the reporting unit is held for disposal,
third party valuations or anticipated offer values are usa&obdwill is not amortized, buts evaluaed for
impairment annually, or more frequently if events or changes in circumstances indicate that the asset may be
impaired. Prior to 2002, goodwill was amortized on a strdigktbasis over 15 yearAs a result of a branch sale in
the first quarter oR007, CIB Marine has no goodwill BeecembeBl, 208 and 2007

Premises and Equipment

Land is carried at cost. Premises and equipment are carried at cost less accumulated depreciation computed
primarily using the straigHine method. Maintenance an@pairs are charged to expense as incurred, while
renewals and betterments are capitalized. Estimated useful limeseatf are 39 years for buildings and 3 to 10 years
for furniture and equipment. Leasehold improvements included in premises and equgaranttized over the
shorter of the useful life of the improvements or the term of the lease. Rent expense on noncancellable leases is
accrued on the straighibe basis over the term of the lease based upon minimum rents.

Foreclosed Properties

Forecloed properties include other real estate (AOREO) &
ORE is initially recorded and subsequently carried at the lower of cost or fair value less estimated selling costs. Any
valuation adjustments required the date of transfer to ORE are charged to the allowance for loan losses.
Subsequently, operating results from ORE, reductions in value of the foreclosed property and realized gains and
losses on sale are recorded in noninterest income or nonintereasexgs appropriate.

Assets of Companies Held For Disposal

Assets held for disposal are carried at the lower of cost or current fair value, less estimated selliipecosts.
aggregate assets and liabilities are shown as separate categories on thdatetdwmdilance sheets. When these
assets are acquired in full or partial satisfaction of a loan, any excess of the related loan balance over the fair value,
less estimated selling cost, is charged as a loan loss against the allowance for loan lossesatiiet iopome or
loss of the companies held for disposal and which meet the criteria as discontinued operations are included in gain or
loss from discontinued operations. Once a decision is made to cease operations and liquidate the company, CIB
Marine dscontinues recording any future operating results of the company and records an impairment value, if any,
based on the estimated I|iquidation value of the compa
recorded as loss from discontinued i@ti®ns.
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Litigation Costs

CIB Marine recognizes settlement expenses related to litigation in the period in which the litigation is settled or
if prior to settlement, the period in which CIB Marine management determines a loss contingency exists and the
amount of such loss can be reasonably estimated. Such expenses are included in noninterest expense. In 2008 CIB
Marine recognized a $3.4 million settlement expense related to a lawsuit settled during that period, and in 2006 CIB
Marine recognized a $1.8 ridn loss contingency expense related to a lawsuit settled during the first quarter of
2007. CIB Marine did not recognize any litigation settlement or loss contingency expenses in 2007. Legal fees
related to the defense of litigation are recognized asriedu

Stock-Based Compensation

Fair value has been estimated using the Bicholes model as defined inS&No. 123( A SFAS.The2 3 0)
following assumptions were used in estimating the fair value for options grar2e@gir2007 and 20®:

December 31

2008 2007 2006
Dividend yield o] o] o]
Risk free interest rate 3.92% 3.92% 4.63%
Expected volatility 39% 39% 40%
Weighted average expected life 6.5 years 6.5 years 6.5 years
Weighted average per share fair value of options $027 $0.43 $0.76

SFAS 13 ( RyhareBased Payments i SF AS  Ifdlr 3qluR meéthodesulted in$0.2 million and$0.1
million of compensation expense 008 and2007, respectivelyln accordance with SFAS 123(R), CIB Marine is
required to estimate potential forfeitures ofcétgrants and adjust compensation expense recorded accordingly. The
estimate of forfeitures will be adjusted over the requisite service period to the extent that actual forfeitures differ, or
are expected to differ, from such estimates. Changes in esliffmafeitures will be recognized in the period of
change and will also impact the amount of stock compensation expense to be recorded in futureAperiods.
December 31, 2@&) CIB Marine had 8.4 million of total unrecognized compensation cost related tovested
stock options. That cost is expected to be recognized over a wegtgeatje period d1.8 years.

SFAS 123(R) also requires the benefits of tax deductions in excess of recognized compensation cost to be
reported as a financing cash flow rathearttan operating cash flow as required under previous literdtheze
wereno suchtax benefits h 20@ or 2007.

CIB Marine records amounts received upon the exercise of options by crediting common stock and capital
surplus. Income tax benefits from thrercise of stock options result in a decrease in current income taxes payable
and, to the extent not previously recognized as a reduction in income tax expense, an additional increase in capital
surplus.
Receivables from Sale of Stock

Loans originatedy CI B Marineds subsidiary banks to purchase
reduction in stockholdersobd-eqqutyy aaocdumtr et irtelpomdt 8BRed @
Stock, 0 unless the | oan had thébfmancial staempents dr thp toanchas béen t h e
adequately collateralized, exclusive of the value of CIB Marine stock pledged as collateral, if any.
Advertising Expense

Advertising costs are charged to expense as inculiaebrtising expenses of contiing operations, included in
noninterest expense, total§d.6 million, $0.8 million and ®.7 million for the years endeBecember 31, 2@&)
2007 and 20, respectively

Income Taxes

Deferred income taxes are provided for temporary differences betweeantounts reported for assets and
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liabilities for financial statement purposes and their tax basis. Deferred tax assets are recognized for temporary

di fferences that are expected to be deducti bcredit i n f ut
carryforwards. Deferred tax assets are reduced by a valuation allowance through a charge to income tax expense
when, in the opinion of management, it is deemed more likely than not that some or all of the deferred tax assets will

not be realized. ®f erred tax | iabilities are recognized for temp
tax returns.

CIB Marine and its subsidiaries fikeconsolidated federal income tax return andary, combined and separate
state tax returns wheregas i r e d . Canron files its own Canadian and
Canadian, U.S. federal, state and provincial income taxes are included in discontinued operations. CIB Marine has
entered into tax allocation agreements with its subsidiatijies included in the consolidated U.S. federal and
unitary or combined state income tax returns, including U.S. operations of companies held for sale or disposal.
These agreements govern the timing and amount of income tax payments required byubewutties.

Deferred tax assets and liabilities are reflected at currently enacted income tax rates applicable to the period in
which the deferred tax assets or liabilities are expected to be realized or settled. As changes in tax laws or rates are
enaced, deferred tax assets and liabilities are adjusted through income tax expense (benefit).

Cl B Marine provides for wuncertain tax positions and t
assessment of whether a tax benefit is more likedp thot to be sustained upon examination by tax authoi@iés.
Marine recognizes any interest and penalties related to unrecognized tax benefits in the provision for inédme tax.
DecembeBl, 2008, CIB Marine management believes it has appropriatebumied for any unrecognized tax
benefits. To the extent CIB Marine prevails in matters for which a liability for an unrecognized tax benefit is
established or is required to pay amounts ingwnxcess of
financial statement period may be effected.

Business Segments

An operating segment is defined as a component of an enterprise that engages in business activities that generate
revenue and incur expense. A segment is further defined as a comp®ieset aperating results are reviewed by
the chief operating decision maker in the determination of resource allocation and performance, and for which
discrete financial information is available.

At December 31, 2(&) CIB Marine determined it had one re@ie continuing business segment. CIB Marine,
through the bank branch network of its subsidiaries, provides a broad range of financial services to companies and
individuals in lllinois, Wisconsin, Indianand Arizona. These services include commercial estdil lending and
accepting deposits. While CIB Marinebds chief operating
products and services, operations in all areas are managed, and financial performance is evaluated, on-a corporate
wide bass.

Earnings Per Common Share

Basic earninggloss) per common share ammputed by dividing net incomgoss by the weighted average
number of shares outstanding during the periods. Diluted earfhrsg3per common share is computed by dividing
netincome or loss by the weighted average number of common shares adjusted for the dilutive effect of outstanding
stock options. The dilutive effect of outstanding stock options, if any, is computed using the treasury stock method.
Stock options deemed antiglive are not included in the earnings per share calculation.

Derivative and Hedging Activities

CIB Marine uses certain derivative financial instruments to help manage its risk or exposure to changes in
interest rates and in conjunction with its mortgdignking operation&ll derivatives are recognized on the balance
sheet at their fair value. On the date a derivative contract is entered into, CIB Marine designates the derivative as
either (1) a hedge of the fair value of a recognized asset or fjabildbk r of an unrecogni-zed fir|
Val ue Hedgeo), (2) a hedge of a forecasted transacti ol
related to a recogniFiedv Hedagte 09r, [(i39 b idleidrtogskidivigélgeschur r enc
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(AFoCCawirgrency Hedgeod), (4) a hedge of a net investment

I nstrumentso) . Changes in the fair val ue of a derivat
gualifies as, a FaiValue Hedge, along with the loss or gain on the corresponding hedged asset or liability
(including losses or gains on firm commitments), are recorded in current period earnings. Changes in the fair value

of a derivative that is highly &fctive as, and that is designated and qualifies as, aflashHedge are recorded in

other comprehensive income until earnings are affected by the variability of cash flows (e.g., when periodic
settlements on a variable rate asset or liability are redontl earnings). Changes in the fair value of derivative

trading instruments are reported in current period earnings.

At the time the hedging instrument is entered into, CIB Marine formally documents all relationships between
hedging instruments and hedgigems, as well as its risk management objective and strategy for undertaking various
hedge transactions. This process includes linking all derivatives that are designatedvaduEatitedges, Cash
Flow Hedges, or Foreig@urrency Hedges to specific assand liabilities on the balance sheet or to specific firm
commi t ments or forecasted transactions. Cl B Marine for
and on an ongoing basis, whether the derivatives that are used in hedgingtitlassaill be or have been highly
effective in offsetting changes in fair values or cash flows of hedged items and whether they are expected to
continue to be highly effective in the future. When it is determined that a derivative is not highly efésctve
hedge or that it has ceased to be a highly effective hedge, CIB Marine discontinues hedge accounting prospectively.

CIB Marine discontinues hedge accounting prospectively when (1) it is determined that the derivative is no
longer effective in offseittg changes in the fair value or cash flows of a hedged item (including firm commitments
or forecasted transactions); (2) the derivative expires or is sold, terminated, or exercised; (3) the derivative is
designated as a hedge instrument because it ikeiynlihat a forecasted transaction will occur; (4) a hedged firm
commitment no longer meets the definition of a firm commitment; or (5) management determines that designation
of the derivative as a hedge instrument is no longer appropriate.

When hedge aouinting is discontinued because it is determined that the derivative no longer qualifies as an
effective FaifValue Hedge, the derivative will continue to be carried on the balance sheet at its fair value, and the
hedged asset or liability will no longee ladjusted for changes in fair value. When hedge accounting is discontinued
because the hedged item no longer meets the definition of a firm commitment, the derivative will continue to be
carried on the balance sheet at its fair value, and any assabilitylihat was recorded pursuant to recognition of
the firm commitment will be removed from the balance sheet and recognized as a gain or loss in current period
earnings. When hedge accounting is discontinued because it is probable that a forecaattidrrailé not occur,
the derivative will continue to be carried on the balance sheet at its fair value, and gains and losses that were
accumulated in other comprehensive income will be recognized immediately in earnings. In all other situations in
whichit is determined that a derivative is not highly effective as a hedge or when hedge accounting is discontinued,
the derivative will be carried at its fair value on the balance sheet, with changes in its fair value recognized in
current period earnings artde adjustment to the hedged asset or liability will be amortized to earnings over the
remaining life of the hedged asset or liability.

Although none were outstanding at December 31, 2008, CIB Marine has used interest rate swaps to hedge
changes in the fiavalue of certain fixed rate deposits and certain loans attributable to changes in market interest
rates. CIB Marine primarily used interest rate swaps that effectively converted the fixed rate financial instrument
into a floating rate financial instrume CIB Marine entered into these transactions to provide a floating rate asset or
liability whose rate is highly correlated with the index rate off which the floating rate is paid in the interest rate
swap. CIB Marine generally entered into swap agreesneith nationally recognized securities firms and monitors
the credit status of counterparties and the level of collateral for such swaps.

ClB Marinebs mortgage banking activities includes t
mortgage loas. When the loan is originated it is recorded as a residential mortgage loan held for sale. For
residential mortgage loans CIB Marine intends to sell, the interest rate lock commitment and the residential
mortgage loan held for sale are hedged with adféstts contract which operates like a forward contracts to sell the
loan only if the loan is originated as agreed with the buyer. Currently, a hedging relationship is not established under
SFAS 133 between the interest rate lock commitments and themtaldnortgage loans held for sale with the best
efforts contracts. CIB Marine is in a short position with respect to the forward contracts, whereby CIB Marine
agrees to sell residential mortgage loans held for sale atestaiglished price at some frteudate, and in a long
position with the residential mortgage loans held for sale.
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In addition, CIB Marine has various agreements arising out of certain credit relationships under which it may
earn other forms of contingent loan fees in addition to istefiehe contingent loan fee is typically based upon, or
determined by, the financial performance of the borrower or as payment for credit services.

New Accounting Pronouncements

In September 2006, the FASB issued SFAS No. Fait, Value Measurements fFAS 157 0) . On Janu
2008 CIB Marine adopted SFAS 157, except as amendé&tABB issued Staff Position No. FAS 127Effective
Date of FASB Statement No. 161 F SP2 01)5.7 SFAS 157 establishes a single a
sets outa framework for measuring fair value and provides a hierarchal disclosure framework for assets and
liabilities measured at fair value. FSP 15¥%sued by the FASB in February 2008 defers the effective date of SFAS
157 to fiscal years beginning after Noveen 15, 2008 for all nonfinancial assets and liabilities that are recognized
or disclosed in the financial statements at fair value on a nonrecurring basis only. These include nonfinancial assets
and liabilities not measured at fair value on an ongoingshast subject to fair value adjustments in certain
circumstances (for example, assets that have been deemed to be impaired). CIB Marine has elected to defer the
adoption of SFAS 157 with respect to nonrecurring, nonfinancial assets and liabilities @tedemnFSP 152.
The partial adoption of SFAS 157 did not have a mater.i

CIB Marinebs nonfinanci al assets and | i abi-2includees t hat
foreclosed properties and assets and liabilities of companies held for disposal, hamely CIB Construction. The
adoption of SFAS 157 for these nonfinancial assets and liabilities is not expected to have a material impact on CIB
Mari neds consodemenst ed financi al st

In October 2008, the FASB issued FSP No. FAS-33Jetermining the Fair Value of a Financial Asset When
the Market for That Asset Is Not Actiyefi F S P3 01)5.7 F3XRrifids $h& application of SFAS 157 in a market
that is not active and ppies to financial assets within the scope of accounting pronouncements that require or
permit fair value measurements in accordance with SFAS 157. CIB Marine adopted F$h1b& third quarter
of 2008 with no material impact on its consolidated finalrstatements.

In February 2007 the FASB issued SFAS No. TH®% Fair Value Option for Financial Assets and Financial
Liabilities, Including an Amendment of FASB Statement No.(185S F A S. SEAS9169 permits entities to
choose to measure many finaacinstruments and certain other items generally on an instrelganstrument
basis at fair value that are not currently required to be measured at fair value. SFAS 159 is intended to provide
entities with the opportunity to mitigate volatility in repsuit earnings caused by measuring related assets and
liabilities differently without having to apply complex hedge accounting provisions. CIB Marine adopted SFAS 159
on January 1, 2008, but as Bécember31, 2008, has not made any fair value elections wapect to any of its
eligible assets or liabilities as permitted under the provisions of SFAS 159. Accordingly, the adoption of SFAS 159
did not have an impact on CIB Marineds consolidated f i

In January 2009, the FASB issued FSP EI'PR26-1, Amendments to the Impairment Guidance of EITF Issue
No. 9920 ( AFSP ET &) .9 9F S R20-E ankrkds tBeQimpairment guidance in EITF Issue N2®9
Recognition of Interest Income and Impairment on Purchased Beneficial Interests and &8ehaéoests That
Continue to Be Held by a Transferor in Securitized Financial Asgel§F 9920). The FSP amends EITF 29 to
eliminate the requirement that cash flow estimates used in determining fair value of certain securities be based
exclusively ypon those that a market participant would use. The FSP changes the cash flows used to determine if
there has been an othllant e mpor ary i mpairment from the market parti
whether there has been a probable adversggehia estimated cash flow; allowing management to apply reasonable
judgment in assessing whether an otffi@ntemporary impairment has occurred. The FSP also provides guidance
for determining estimated cash flows. This FSP is effective for interim amegabneporting periods ending after
December 15, 200&IB Marine adopted FSP EITF @91 in the fourth quarter of 2008 with no material impact
on its consolidated financial statements.

Note 2Cash and Due from Banks

Reserves in the form of deposits vihe Federal Reserve Bank and vault cash tot&#ng million and $5.3
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million were maintained to satisfy federal regulatory requirements as of December 8 Bn2I0B0J, respectively.
These amounts are included in cash and due from banks in the datezblhalance sheet

Note 3Securities

The amortized cost, gross unrealized gains and losses, and fair vakexsidfies at December 31, Z8nd
2007 are as follows:

Gross Gross
Amortized Unrealized Unrealized Fair
Cost Gains Losses Value

(Dollars in thousands)

December 31, 208

U.S. government agencies $ 44835 $ 2244 $ o $ 47079
Obligations of states and political subdivisions 30,236 622 624 30,234
Other notes and bonds 9,012 0 5,409 3,602
Commecial paper 4,800 o} o} 4,80C
Mortgagebacked securities (agencies) 107,194 1,754 26 108,922
Mortgagebacked securitiesipnagendes (1) 93,428 71 8,504 84,99t
Equity security 955 0 136 819
Total securities available for &al $ 290,460 $ 4691 $ 14,699 $ 280,452
December 31, 2007

U.S. government agencies $ 63,104 $ 1,202 $ 7 $ 64,29¢
Obligations of states and political subdivisions 31,031 127 223 30,93t
Other notes and bonds 9,098 0 200 8,89¢
Mortgagebacked securities (agencies) 111,276 810 341 111,74¢
Mortgagebacked securitieiprragencies 100,430 389 375 100,44«
Total securities available for sale $ 314939% 2528 $ 1,146 $ 316,321

(1) nonagency mortgage backedcsiritiescomprisenonagencymortgage backed securities and collateralized mortgage obligations secured by
residential mortgages.

Securitiesavailable for salewith a carrying value 0$222.3 million and $212.4million at December 31, 2@0
and 200, resgectively, were pledged to secure public deposits, Federal Home Loan Bank advances, repurchase
agreements and for other purposes as required or permitted by law.

The amortized cost and fair value of securities as of December 38, Rp@ontractual matuy, are shown
below. Certain securities, other than mortghgeked securities, may be called earlier than their maturity date.
Expected maturities may differ from contractual maturities in morthpagied securities, because certain
mortgages may be predawithout penalties. Therefore, mortgalgacked securities are not included in the maturity
categories in the followingontractuamaturity schedule.

Amortized Fair

Cost Value

(Dollars in thousands)
Due in one year or less $ 27848 $ 28360
Due after one year through five years 23,660 25415
Due after five years through ten years 15,151 15,552
Due after ten years 22,224 16,389
88,883 85,716
Mortgagebacked securities 200,622 193,917
Other Equities 955 819
Total secuties available for sale $ 290460 $ 280,452

The following tablesrepresentgross unrealized losses and the reldtsd value of securitieaggregatechy
investment category and length of time individual securities have been in a continuous unresdizeasikion at
December 31, 2@and December 31, 2@0
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Less than 12 monthsn an 12 months or longerin an

unrealized loss position unrealized loss position Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

(Dollars in thousands)
December 31, 208
U.S. government agencies  $ o} $ 0 $ 0 $ 0 $ o} $ 0
Obligations of states and

political subdivisions 8,780 428 2,260 196 11,040 624
Other notes and bonds 1,220 1,516 2,034 3,88 3,254 5,409
Mortgagebacked securities 83,820 8,530 14 o} 83,834 8,530
Equity security 819 136 o] o] 819 136
Total securities with unrealize

losses $ 94,639 $10,610 $ 4,308 $ 400 $ 98,947 $14,699
Securties without unrealized

losses 181,56
Total securities 280,452
December 31, 200
U.S. government agencies $ o} $ 0 $ 7500 $ 7 $ 7500 $ 7
Obligations of states and

political subdivisions 16,520 149 2,394 74 18,914 223
Other notes and bonds 5,800 200 o] o] 5,800 200
Mortgagebacked securities 41,518 212 58,603 504 100,121 716
Total securities with unrealize

losses $ 63838 $ 561 $ 68,497 $ 585 $ 132,335 $ 1,146
Securities without mrealized

losses 183,986
Total securities $ 316,321

Where the fair value of a security is less than its cost at December 31, 2008, CIB Marine has the ability and
intent to hold the investment for a sufficient period of time, uprtd including maturity, for a forecasted recovery
of fair value up to (or beyond) the cost of the investment and it does not consider it probable that it will be unable to
collect all amounts due according to the contractual terms of the debt securépt: €X) for one mortgageacked
security fonagen@s) an othetthantemporary impairment was recorded at September 30, 2008, the cost basis for
the security was reduced from $1.4 million to the securities fair value of $0.9 million, for a loss ohifioD
during the third quarter of 2008) for the same mortgagecked securitynorragenciesan additional othethan
temporary impairment was recorded at December 31, 2008, the cost basis for the security was further reduced from
$0.9 million to thesecurities fair value of $0.5 million at year end, for a loss of $0.4 million during the fourth
quarter of 2008; an@B) for another mortgagkeacked securitynorragencie an othetthantemporary impairment
was recorded at December 31, 2008, the coss faisthe security was reduced from $2.8 million to the securities
fair value of $1.9 million, for a loss of $0.9 million during the fourth quarter of 2008.

There were no sales of securities during 20@&ceeds from the sales of securities availableséde during
2007 were $81.2 milliorDuring 2007,CIB Marine did not realize any gains or losses on these sales, but did record
impairment losseduring 2006 related to these salisthe first quarter of 2007, CIB Marine decided to sell certain
securites in its available for sale portfolid.he sale of these securities in 2007 supgmb@ | B Mar i heds
liability strategy of selling lower yielding assets and purchasing higher yielding a&sgtstion of the proceeds
were also used to pay down cantahortterm liabilities incurred as a result of the sale of branches and the purchase
of a pool of home equity loans in 200&/hen the decision was made in the first quarter of 2007 to sell these
securitiesCIB Marine had not yet filed its 2006 Form-k0 As a result of thelecisionCIB Marine determined the
full value of those certain securities would not be fully recovered accbrdingly recognized an othehan
temporary impairment lossf $1.1 million on these securities during 200#is impairmat loss is included in
impairment loss on investment securities on the consolidated staseyheperationgor 2006.

Net unrealized lossesn investment securities at December 31, 2008re$10.0 million compared to $1.4

million in net unrealized gainas of December 31, 2007. As of December 31, 2008, Other Notes and Bonds
accounted for $5.4 million in net unrealized losses, or 54% of the total net unrealized lossesrtgagebacked
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securities(nonragencies)accounted for $8. million in net unrealied losses, or 84% of thetal net unrealized
losses; and Other Equity accounted for $0.1 million in net unrealized losses, or 1%otdlthet unrealized losses.
The remaining securitie®3.9 million, or (39%Yeducechet unrealized losses at DecemBgr 2008.

Municipal Securities. Since December 31, 2007, several nationally recognized rating agencies downgraded the
credit ratings of several of the investment grade bonds and in some cases, related credit insuring companies. Several
of the downgradedredit insuring companies insure municipal securities owned by CIB Marine. The municipal
securities that have been downgraded have a par value of $29.2 million and a fair value of $29.2 million as of
December 31, 2008. All the municipal securities wendgoming as to full and timely payments of principal and
interest and all securities rated dye or more of the nationally recognized rating agencies wereatgidered to
be investment grade quality at December 31, 2@A8ing the first quarter of ZB ame municipal security was
downgraded to BB by at least one nationally recognized statistical rating agency, this security has a par value of $3.5
million and an unrealized loss of $0.4 millicBlB Marinehas determined it is probable it will be abdecpllect all
amounts due according to the contractual terms of the securities and as hassubt recognized othéran
temporary impairment on the municipal securities with a net unrealized loss as of December 31, 2008.

Other Notes and Bonds The far market values o€1 B Ma holdings Base declined between December
31, 2007, and December 31, 2008, due to deterioration in credit quality and a worsening of liquidity conditions. CIB
Marine holds $8.7 million par value with $3.3 million fair marketiue of debt obligations collateralized by
diversified pools of bank trust preferred securities and subordinated debt and to a lesser extent insurance company
and real estate investment trust debt; n ,rbenefioidl orC1 B Mat
otherwise, of trust preferred securities or subordinated debt issued by organizations in the financial industry are in
the form of a single issuer debt obligations. These debt obligations consist of securities issued by banks and other
financial institutions and are protected against lossciegit enhancement such asercollateralization and
subordinated securities. Unless they are the most senior class security in the structure, they also may be a security
that is subordinated to morersor classes.

To assist in the evaluation fotherthantemporary impairmen€IB Marine performs assessments prescribed
by EITF 992 0 , AfRecognition of I nterest Il ncome and | mpair men
Interests That Contimy t o Be Hel d by a Transferor PEITFSO®200r i ti zed
AAmendments to the | mpair mex®, 0Gub yd achectee ronmii nE | nTgk w hsestuhee rN
adverse change in the estimated cash flows has occuréxlievaluation of estimated cash flows includes an
assessment of the credit risk inherent in the pool of collateral, estimaties tifning and severity ahe issuer
deferrals and defaults and related recg\ward their impact oestimated cash flow watealfs for both interest and
principal CIB Marinealso considercurrent leves of overcollateralization and collateral coverage tests that trigger
changes in the cash flow water fatlsperforming the analysis

To determine whether there has been arees#vchange in estimated cash flows from the cash flows previously
projected, the present value of the remaining cash flows as estimated at the date they were last previously revised (or
the initial transaction if not prior revised) is compared againsptasent value of the cash flows estimated at the
current financial reporting date. The cash flows are discounted at a rate equal to the current yield used to accrete the
beneficial interest.

Given the assessment of whether or not an adverse change estithated cash flows has occurred, CIB
Marine does not consider thesecuritieswith unrealized losset® be othetthantemporarily impaired at December
31, 2008. All the respective securities were performing as to full and timely payments at Decer29&83Also,
as of December 31, 2008, there had been no credit rating downgrades.

Given the 1| evel of subordinated securities that take
holdings relative to the current condition of the underlying@s<IB Marine does not consider the securities to be
otherthantemporarily impaired at December 31, 20@& of December 31, 200&1 B Mar i neds i nvest

trust preferred collateralized debt obligations include $4.0 million par value bonds cteditAAA by two
nationally recognized statistical rating agencies, and that have an amortized cost of $3.9 million and a fair value of
$2.1million; $4.0 million par value bond credit rated AA that has an amortized cost of $3.9 million and a fair value
of $1.0 million; and a bond with a par value of $0.8 million credit rated A that has an amortized cost of $0.8 million
and a fair value of $0.2 million.
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Additional information as of December 31, 2008, related to these collateralized debt obligationsdisdpiovi
the table below:

Pooled Trust Preferred Security Detail
(dollars in thousands)

% of Current Deferrals and

Unrealized Moodyds / Defaults to Total Current
Deal Class(1) Book Value Fair Value Gain(Loss) Fitch Ratings Collateral Balaces
PreTSL23  C-FP $ 813 $ 178 $ (635) A3(n)/NR/A 5.4%
PreTSL B B-1 3,940 952 (2,988)  Aa2(n)/NR/AA 8.7%
PreTSL 27 A-1 1,923 1,042 (881) Aaa/AAA(n)/AAA 3.8%
PreTSL 28 A-1 1,985 1,081 (904) Aaa/AAA(Nn)/AAA 5.5%

1) CI B Marindédd ds emgwsr iitny PreTSL 27 and 28 are the most senior of t
PreTSL 23 and 26 are not the most senior of the classes in the deal nor are they most deeply subordinated.

During the first quarter of 2009 thmoled trust preferred securities were downgraded by at least one nationally
recognized statistical rating agency, including: (1) PreTSL 23 claBB @as downgraded from A to CCC, (2)
PreTSL 26 class B1 from AA t€CC, (3) PreTSL 27 class Al from AAA toHEB, and (4) PreTSL 28 class Al
from AAA to BBB.

Mortgage-Backed Securities(Non-Agencies) The unrealized losses in mortgaggcked securitiegnon
agencies]fiNon-agencyMBS0) wereprimarily caused by deterioration in credit quality and a worseningoitity
conditions. This has impacted the market prices to varying degrees for each respective security holding based upon
the relative credit quality and liquidity premiums applicable to each security. At December 31, 2008, CIB Marine
had private issue MB holdings of $96.5 million par value with a fair value of $85.0 million.

At the time of purchase, all these securities were credit rated AAA by at least two nationally recognized
statistical rating agencies and by all those that rated each specific isdcly , which may have inc
Standard and Poorés or Fitch. I n addition, at December
timely receipt of principal and interest payments due to CIB Marine. However, during the year 20@8 seve
securities had been downgraded by at least one rating agency, inclddioge security with a par value of $0.3
million and a fair market value of $0.3 million had been downgraded {@)4ne security with a par value of $5.2
million and a fair vlue of $4.5 million had been downgradedA#.; (3) onesecurity with a par value of $2.8
million, a fair market value of $1.9 million and an otlleantemporary impairment of $0.9 million recorded during
2008 has been downgraded to a CCC; @)ane sectity with a par value of $1.4 million, a fair market value of
$0.5 million and an othethantemporary impairment of $0.9 million recorded during 2008 has been downgraded to
a CC. All remaining private issue MBS continued to be rated AAA as of Decemb&0@8&,During the first
quarter of 2009 two mortgage backed securities -agemcy) were downgraded less than investment grade
including: (1) downgrade to B from AAA for one security with a current face value of $3.8 million and an
unrealized loss of &7 million, (2) downgrade to BB from AAA one security with a current face value of $4.1
million and an unrealized loss of $0.4 million.

The predominant form of underlying collateral in tNen-agencyMBS is fixed rate, first lien single family
residentihmortgages of both conforming and jumbo mortgage size withtraafitional underwriting qualities (e.g.,
Alt-A and reduced documentation types). The weighted average and median origination loan to value of the

underlying mortgage loan collateralinCIBMa neds securities is approximately
range for the securitiesd6 average origination | oan to
scores at origination for the borrowers of the mortgage loansinCIB Maa 6 s securities is grea
range for the securities6é aver age c axoliDetemizic3d 2088 theat or i

mean and median percentages for each security, respectively, of various delinquency@artbnoance measures

to the total mortgage loans collateralizing the securities were: 1) 1.8% and 0.7% for loans 60 or more days past due
but not in foreclosure or transferred to other real estate owned, 2) 1.2% and 0.2% for loans in foreclosure plus other
real estate owned, and 3) 2.9% and 1.4% for the total of loans past due 60 or more days past due, in foreclosure and
other real estate owned. With respect tortitms reported in 3), the range across the securities was 0.0% to 19.5%;
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the highest two werel9.5% and 5.3%, both have been downgraded to less than investment gradwo#micad
otherthantemporary impairment recorded on them during 2008.

Non-AgencyMBS are assessed for otHbantemporary impairment within the scope of FASB Statement 115,
AAcounting for Certain I nvestments i nl&FAB 1241a,ndfii TEhgeui t vy
Meaning of Other Than Temporary | mpairment and its App
a decline in fair value below the amortizeaist basis is other than temporary. If it is determined that it is probable
that CIB Marine, the investor, will be unable to collect all amounts due according to the contractual terms of a debt
security not impaired at acquisition, then an ofth@ntemporary impairment is considered to have occurred and the
cost basis of the security is written down to the securities current fair value. Thedowiteis recorded as a
reduction in earnings for the respective period rather than in the unrealized gsses)(for securities.

To determine whether or not it is probalihat CIB Marine will receive less than full contractual payment, an
assessment is performed of the credit risk inherent in the residential mortgages in the collateral pool(s) and the
specift security class CIB Marine holds as it relates to the overall deal including the subordinated classes and their
ability to absorb estimated loan losses from the residential mortgages in the collateral pool(s). A number of factors
contributes to this asswsent, including past and current debt ratings, projected prepayment speeds, past and current
payment status, past and current levels of defaults and estimates of related recoveries, and estimates of future
defaults and their related recoveries, and othetors. Estimates of future levels of defaults and related recoveries
involves consideration of a number of contributing inputs, including but not limited to the year of origination,
current pay status, trends in home value appreciation (depreciatioggdorof issuance, original lodo-value
ratios, borrower credit scores, loan documentation types and others. In addition to using various sources for the
inputs from others deemed to be reliable, the resulting estimates of collateral losses are contbasedderived
by others, where available, to determine reasonableness of the estimates.

Al l of C | mnaybacyMBs dndidsngs are structured so there are subordinated securities owned by
others that were issued to take credit losses shouldlthere a n'y , before CIB Marineds hol
credit | osses. I n management 6s assessment, the |l evel o

expected losses in the mortgage loan collateral to the extent that CIB Massenot expect any othtdran

temporary impairment, except for the two securities where -dfiagrtemporaryimpairment has been recorded as

prior discussed. CIB Marine has the ability and intent to hold the investments until expected recoveries of their
respective fair value, which may be at maturity, and as a result it does not consider the investmenisrin the
agencyMBS with unrealized losses to be otlibantemporarily impaired at December 31, 2008, except for the two
securities with othethantermporaryimpairment aspreviouslydiscussedEx pect at i ons t hat Cl B N
notes and bonds and nagency MBS will continue to perform in accordance with their contractual terms are based

on management assumptions which require the use of estimdtegyaificant judgments. It is reasonably possible

that the underlying collateral of these investments will perform worse than expected, resulting in adverse changes in
cash flows and othgéhantemporary impairment charges in future periods. Events whiashy i mpact CI B Mar
assumptions include, but are not limited to, increased delinquencies, default rates and loss severities in the financial
instruments comprising the collateral.

Note 4Loans and Allowance for Loan Losses
Loans

The components of éms were as follows:

December 31,

2008 2007
% of % of
Amount Total Amount Total
(Dollars in thousands)
Commercial $ 75289 13.6% $ 63,046 10.6%
Commercial real estate 258881 46.8 258,265 435
Commercial real gtate construction 86,909 15.7 139,663 23.5
Residential real estate 26,110 4.7 20,938 35
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Home equity loans 103,253 187 108,486 18.3

Consumer loans 2,990 05 3,241 0.6
Receivables from sale of CIB Marine stock (51) (0.0) (121)__ (0.0)

Gross loans 553,381 100.0% 593,518 100.0%
Deferred loarctosts 1,826 1,741

Loans 555,207 595,259
Allowance for loan losses (19,242 (20,706

Loans, net $ 535,965 $ 574,553

The following table lists information on nparforming and certain past due loans:

December 31,

2008 2007
(Dollars in thousands)
Nonaccrualoans $ 15,072 $ 18866
Nonaccrualoans held for sale 2,025 o]
Restructured loans o} 0
90 days or more past due and still accrelmans 1,040 66
90 days or more past due and still accrdmans held for sale 1,680 o}

Information on impaired loans is as follows:

December 31,
208 2007

(Dollars in thousands)
Impaired loans without a specific allowance $ 4363 $ 5,101
Impaired loans with a specific allowance 9,789 11,053
Total impaired loans $ 14,152 $ 16,154
Specific allowance related to impaired loans $ 3847 $ 4,051
Average balance of impaired loans $ 17,765 $ 15,934
Cash basis interest on impairedrisa $ 669 $ 457

During 20@, CIB Marine recognize@ netgain of $0.01 millionon the salef foreclosed propertiesd during
2007 and 2006etlosses of $0.02 million and $0.2 million, respectiveigsrecognizedThe 2008 gain is included
in net gainon sale of assets and depositee 2007and2006 net losssareincluded inwrite down and losses on
assets.

During 2007, CIB Marine purchased a $48.2 million closed end pool of fixed rate second lien home equity loans
from Residential Funding Corporati, a division of General Motors Acceptance Corporation: The purchased pool
included 965 loans with a weighted average yield of 10.0%, term to maturity of 17.5 yeait®-Vahure ratio of
94%, borrower debt servige-income ratios of 40%, and FICO sca£709. During the second quarter of 2006,

CIB Marine purchased a $47.8 million pool of fixed rate second lien home equity loans from Residential Funding
Corporation. The purchased pool consisted of 989 loans with a weighted average yield of 9.5%mtztumitp of

17.3 years, loato-value ratio of 91%, borrower debt servitmeincome ratios of 39% and FICO score of 713. At
December 31, 2008 and 2007, the remaining balance of these two purchased pools was $52.2 million and $73.0
million, respectively, vth an allocated allowance of $4.5 million and $5.3 million, respectiwdy.chargeoffs for

the year ended December 31, 2008 were $12.1 million compared to $1.9 million for the year ended December 31,
2007.

Mortgage loans serviced for others are natluded in the accompanying consolidated balance sheets. The
unpaid principabalances of mortgage loans serviced for others §2@million at both December 312008 and
2007.

At December 312008 and 2007, CIB Marine had$0.2 million and $1.0 million, respectively in outstanding
principal balances on loans secured, or partially secured, by CIB Marine Ntoakecific reservesvere allocated
to these loansit December 31, 2@) and at December 32007 $0.3 million of specific reserves were allocated
Loans made specifically to enable the borrower to purchase CIB Marine stock andwehné&hot adequately
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secured by collateral other than the stock have been classified as receivables from saleretstdekl as contra
equity and are not included ihis balance.

Credit Concentrations

At December 31, 2008 CIB Marine had fifteen secured borrowing relationships (loans to one borrower or a
related group of borrowers) that exceeded 25% of stock
increase in the number of concentrations is | argely due
lower threshold for determining credit concentrations. At December 31, 2008, the total outstanding commitments on
these borrowing relationstgpincluding lines of credit not fully drawn, ranged fré&@4f6 to 109% of equity and 1%
to 3% of total loans, and the principal drawn and outstanding on loans in these borrowing relationships ranged from
$1.3 million to $14.7 million. As of December 31, 2068e loan for $9.3 million was 30 days past due. At
December 31, 200the one relationship, including lines of credit not fully drawn upon, was 36.9% of equity and
3.7% of total loans and the principal drawn and outstanding was $6.9 million.

At December 3, 20@®, CIB Marine also had credit relationships witlelevenindustries or industry groups with

| oans outstanding in excess of 25% of stockholdersd eq
% of
Outstanding % of Stockho
INDUSTRY Balance Loans Equity
(Dollars in millions)
Commercial Real Estate Developers $ 169.7 31% 1,146%
Residential Real Estate Developers 86.9 16 587
Health Care Facilities 215 4 145
Nursing/Convalescent Homes 17.2 3 116
Motel and Hotel 16.8 3 114
Manufacturing 15.7 3 106
Finance & Insurance 11.7 2 79
Retail Trade 9.4 2 63
Other Services 8.3 2 56
Transportation & Warehousing 7.6 2 51
Arts Entertainment & Recreation 55 1 37

Allowance for Loan Losses

Changes in the allowance for loan losses weffelbsvs:

For the Years Ended December 31,

2008 2007 2006
(Dollars in thousands)
Balance at beginning of year $ 20,706 $ 20,906 $ 24,882
Chargeoffs (25,558 (8,192 (622
Recoveries 1,888 1579 1,030
Net loan (charg®ffs) recoveries (23,670 (6,613) 408
Allowanceon loanssold (581) o} o}
Transfer from accrual for unfunded standby letters of credit to
funded standby letters of credit (1) 510 0 o}
Provision for(reversal ofjoan losses 22,277 6,413 (4,389
Balance at end of year $ 19,242 $ 20706 $ 20,906
Allowance for loan losses as a percentage of loans 3.47% 3.48% 4.00%

(1) The provision for loan losses as presented in the consolidated statement of operations is net of $0.2 millionofeaosreigd
unfunded commitments and standby letters of credit for the year ended December 31, 2008. See Note 12 for further information
regarding the accrual for unfunded commitments and standby letters of credit.

Due primarily to the rapid decline in amamic conditions during the first quarter of 2009, CIB Marine

recognized net chargeffs of $3.5 million and provisions for loan losses of $2.9 million during the quarter related to
its purchased home equity loan pools.
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Director and Officer Loans

Certaindirectors and principal officers of CIB Marine and its subsidia@assyvell ascompanies with which
those individualsare affiliated, are customers, @nd conductbanking transactions witffC | B Ma subsidiary s
banks in the ordinary course of busisie3his indebtedness has been incurred on substantially the same terms,
including interest rates and collateral, as those prevailing at the time for comparable transactions with unrelated
persons.The loans to certain directors and principal officers wanmeent at December 31, 200Bhe activity in
these loans during 28@nd 200 is as follows:

December 31,

2008 2007
(Dollars in thousands)
Balance at beginning of year $ 6695 $ 7,025
Loansincludedin branch sales (3,438) o}
New loans 1,033 2,085
Repayments (959) (2,415)
Balance at end of year $ 3331 $ 6,695

Note 5Premises and Equipment, net

The major classes of premises and equipment and accumulated depreciation are summarized as follows:

December 31,

2008 2007

(Dollars in thousands)
Land $ 1146 $ 1424
Buildings 3,689 6,225
Leasehold improvements 1,430 1,638
Furniture and equipment 8,233 19,461
14,498 28,748
Less: accumulated depreciation (8,704) _ (19,787)

$ 5794% 8961

Deprecigion expense for 2®&) 2007 and 206 was $1.3 million, $1.8 million and $22 million, respectively
Total rental expense for 2802007 and 20® was$1.3 million, $1.6 million and$1.6 million, respectively During
the year ended December 31, 2008, CIB iNarsold $5.4 million of premises and equipment, which had
accumulated depreciation of $3.2 million.

CIB Marine leases certain premises and equipment under noncancellable operating leases, which expire at
various dates through 2013. Such noncancellabdeatipg leases also include options to renew. The following is a
schedule by years of annual future minimum rental commitments required under operating leases that have initial or
remaining noncancellable lease terms in excess of one year as of Decend@$B.31

Amount
(Dollars in thousands)

2009 $ 913
2010 550
2011 358
2012 294
2013 111
Thereafter o)

$ 2,226

Note 6-Companies Held For Disposal and Discontinued Operations

At December 31, 2008, assets and liabilities of compameés for disposal consists entirely of the remaining
assets and I|iabilities of CIB Marinebés wholly owned
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subsidiary Canron. The gross consolidated assets and liabilities of CIB Constructiopoaiedrseparately on the
consolidated balance sheets at their estimated liquidation values less costs to sell. Banking regulations limit the
holding period for assets not considered to be permissible banking activities and which have been acquired in
satigaction of debt previously contracted to five years, unless extended. CIB Construction is subject to these
restrictions, and CIB Marine has received an extension from the banking regulators to hold Canron until June 30,
20009.

CIB Construction acquired 84%f the outstanding stock of Canron through loan collection activities in 2002. In
the third quarter of 2003, the Board of Directors of Canron authorized management to cease operating Canron and
commence a wind down of its affairs, including a voluntaguitiation of its assets. In August 2005, Canron
authorized and began liquidation distributions to its shareholders, and in December 2006, Canron filed Articles of
Di ssolution. At both December 31, 2008 a nndestrzedtdn7 , Cl B
Canron was zero, and accordingly, CIB Construction included in net income any liquidation distributions it received
from Canron. During 2008, Canron continued to collect both on and off balance sheet receivables and settle and
resolve payal®l and claims through the voluntary liquidation process. For the years ended December 31, 2008, 2007
and 2006 CIB Construction had net income of $0.5 million, $0.1 million and $0.3 million, respectively. These
amounts are included in net income of discargithoperations.

At December 31, 2007, assets of companies held for disposal consisted of $1.2 million for CIB Construction and
$0.7 million of remaining assets, mai nly mortgage | oal
MSI. CIB Marine sall substantially all the assets and operations of MSI prior to 2007. In 2008 CIB Marine
determined the remaining assets no longer met the criteria of held for sale and accordingly, transferred the remaining
loans to its loan portfolio. During 2007 and 2006t income of discontinued operations included $0.2 million and
$0.3 million, respectively, related to MSI.

At December 31, 2007, the major components of liabilities of companies held for sale at December 31, 2007
were $2.4 million for CIB Constructiomnd a $1.8 million tax exposure liability. The tax exposure liability related
to CI B Mar i ne 6REIT ownedey its foemartlllindisrbanking subsidiary which was sold in 2004.
2007, CIB Marine erroneously concluded that the statute of lionitmthad expired with respect to a portion of this
exposure and accordingly did not have a tax liability for that portion at December 31D@00JF the third quarter
of 2008, CIB Marine learned that the statute of limitations had in fact not expiretheredsed its REIT tax
exposure by $1.7 million, including interest and penalties through that date. In December 2008, the lllinois
Department of Revenue accepted a $0.5 million payment in full settlement of the issue and CIB Marine reversed
$3.0 million d the tax liabilities through a credit to discontinued operations tax expPrsmntinued operations
tax expense for 2007 included a $1.1 million credit related to the partial reversal of the REIT tax liability, net of
interest and penalty expense on temaining liability. See Note 2lcome Taxes for further information on REIT
tax exposure.

Note 7-Sale of Branches

During the third quarter of 2008, CIB Marine sold all the branches, substantially all the deposits and the majority
of the loan portfolioof its Florida banking subsidiary, Citrus Bank, at book value plus a deposit premium (the
ACitrus Transactiono). The deposit premium included ca
had a market value oft$0 million on the date ofde. The sale included $86.7 million of deposits and $41.0 million
in assets, including $38.6 million in loans, $2.1 million in net premises and equipment, $0.6 million in Federal
Reserve Bank stock and $0.3 million in other liabilities. CIB Marine recedrézpretax gain of $4.2 million on the
sale, which is included in net gain on sale of assets and deposits. The sale agreement also included a contingent
earnout provision based on the future balance of the deposits sold. Under this provision, therpuiltpaseCIB
Marine up to a total of $1.5 million based on the aggregate balance of the deposits sold as of the first and second
anniversary dates of the sale. Since this contingent compensation is based on future balances of the deposits sold, the
contingent compensation was not included in the $4.2 million gain.

During the first hal f of 2007, CI B Marineds wholly o
deposits and property and equipment of its Cedarburg, Wisconsin and Brookfield, \ividmamshes. At the time
of the sale, goodwill of $0.7 million was allocated to Cedarburg, and the deposits and net property and equipment of
the sold branches were $49.7 million and $0.4 million, respectively. CIB Marine recognized a pretax gain of $1.1
million on the sales, which is included in net gain on sale of assets and deposits.
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Dur i

ng 2006, certain of CIB Marinebs subsidiary bantk
branches and recognizedaal netpretax gain of 2.7 million. The gain on the sales of the branches is included in

net gain on sale of assetsd depositg~our of the sold branches were located in lllinois, one in Wisconsin and one

in NebraskaGoodwill of $0.2 million was allocated to the Wisconsin branch. Addifignduring thethird quarter
of 2006, CIB Marine sol@former branch building located in Bloomitag, lllinois at no gain or loss

Note 8-Other Assets

of CI B

The following table summarizes the composition
December 31,

2008 2007

(Dollars in thousands)
Federal Home Loan Bank and Federal Reserve Bank stock $ 11,555 $ 12,29¢
Prepaid expenses 950 1,02C
Accounts receivable 124 179
Trust preferred securities underwriting fee, net of amortization 1,225 1,28C
Investment in trust common securities o} 3,022
Other investments 1,167 1,381
Income tax receivablil) 890 2,737
Other 9 160
$ 15920 22,077

1  December 31, 2008 and 2007, respectively, include $0.7 million and $1.2 milliet X receivable from companies held for
disposal per tax sharing agreements.
ClB Marine owns 100% of the capital stock of four stz

the purpose of issuing trust preferred securities and invastingroceeds thereof in junior subordinated debentures
of CIB Marine. In accordance with GAAP, CIB Marine does not consolidate these Trusts and accounts for its
i nvest ment using the equity method. At Destmemintese 31, 20

Trusts was $3.0 million and comprised CIl B Mari

neds ¢

undistributed net income of the Trusts resulting from accrued interest on the junior subordinated debentures in
excess of interest ome trust preferred securities. During 2008, CIB Marine deemed its entire investment in these

Trusts impaired and accordingly, recognized a $3.2 million impairment loss. This loss is included in write down and
losses on assets.

The major components of othimvestments are as follows:

Investments in limited partnership interests in various affordable housing partnerships, which had a
carrying value of $1.1 million and $1.2 million, respectively, at December 31, 2008 and 2007. Equity
loss on these limitedgotnerships, included in noninterest expense, was $0.2 million in both 2008 and
2007 and $0.4 million in 2006. CIB Marine has engaged in these transactions to provide additional

qualified investments under the Community Reinvestment Act and to receitegdrigleome tax credits.
The partnerships provide affordable housingto-lomc o me r esi dents withi

other locations.

n CI B

Interest in a company operating as a small business investment company under the Small Business
Investment Act of 958, as amended. CIB Marine committed to a $0.5 million investment in this

company and as of December 31, 2008 has invested $0.4 mBleginning in 2006,CIB Marine

beganreceivng capital distributios on its investment in this compardt both Decembe31, 2008 and

2007, CI B Marineds carrying valwue of this

nvest mi

During 2007, CIB Marine deemed its investment in the common and preferred capital of a limited liability

corporation engaged in the development of owswupied housingn qualified lowincome communities was

impaired. Accordingly, an impairment loss for the entire carrying value of $0.7 million was recognized in 2007 and
is included in write down and losses on assets.
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As members of t he FHLB ddidiarg banks arg cequire€ to Bnairthinrminimend s s u
amounts of Federal Home Loan Bank of Chicago stock as required by that institution.

In 2005, the FHLB Chicago Board disclosed its decision to discontinue redemption of excess, or voluntary,
capital stock. Vluntary stock is stock held by members beyond the amount required as a condition of membership
or to support advance borrowings. In April 2006, the FHLB Chicago announced plans to facilitate limited stock
redemption requests from its members by issuinglboBuring 2006, the FHLB Chicago issued a limited amount
of bonds to facilitate voluntary capital stock redemptions and CIB Marine sold back $14.3 million or 55.6% of its
holdings. This represented approximately 58.7% of the stock CIB Marine requebedeteemed at that time. In
October 2007, the FHLB Chicago entered iatoonsensual Cease and Desist O(d&rC& Do) wi t h i ts reg
Feder al Housing Finance Board (fiFinance Boar do) . The
requiring the FHLB Chicago to take the actions specified in the C&D will improve the condition and practices of the
FHLB Chicago, stabilize its capital, and provide the FHLB Chicago an opportunity to address the principal
supervisory concerns identified by the &ice Board. Under the terms of the C&D, capital stock repurchases and
redemptions, including redemptions upon membership withdrawal or other termination, are prohibited unless the
Bank has received approval of the Director of the Office of Supervisidmedfihance Board ("OS Director"). The
C&D provides that the OS Director may approve a written request by the FHLB Chicago for proposed redemptions
or repurchases if the OS Director determines that allowing the redemption or repurchase would be coitkistent w
maintaining the capital adequacy of the FHLB Chicago and its continued safe and sound operations. The C&D also
provides that dividend declarations are subject to the prior written approval of the OS Director and that the FHLB
Chicago must submit a Caali Structure Plan to the Finance Board consistent with the requirements of the-Gramm
LeachBliley Act and Finance Board regulatioriBhe FHLB Chicago did not declare any dividends for the year
2008. A December312008 and 2007, CIB Marine had $11.6 moifliand $11.5 million, respectively, in FHLB
Chicago stock, of which $3.4 million and $3.9 million was required stock holdings to maintain the level of
borrowings outstanding with the FHLB of Chicago.

Note 9-Deposits

The aggregate amount of time deposifs$100,000 or more at December 31, 2G@hd 200 were #51.1
million and $.69.0 million, respectively. Included in time deposits are brokered deposits3&M0 $nillion at
December 31, 2@and £2.2million at December 31, 200

At December 31, 2@®) thescheduled maturities of time deposits are as follows:

December 31, 208
(Dollars in thousands)

200 $ 417955
2010 30,924
2011 25,298
2012 6,627
2013 8,231
Thereafter 137

$ 489,172

Note 10-Short-Term Borrowings
Borrowings with oiginal maturities of one year or less are classified as $&ort Federal funds purchased

generally represent orday borrowings. Securities sold under repurchase agreements represent borrowings maturing
within one year that are collateralized by U.Sed3ury and Government Agency Securities.
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The following is a summary of shetidrm borrowings for each of the two years ended December 31:

At Year end For the Year
Weighted- Daily Weighted- Highest
Average Average Average Balances at
Balance Rate Balances Rate Month End
(Dollars in thousands)
2008
Federal funds purchased and securities sold under repurct
agreements $ 19,908 0.68% $ 29126 1.00% $ 30764
Federal Home Loan Bank 40,000 0.55 78312 2.29 100,150
Treasury, tax and loan note 2,898 0.00 616 1.68 2,808
Total shoriterm borrowings $ 62806 0.57% $ 108054 1.94%
2007
Federal funds purchased and securities sold under repurct
agreements $ 16,276 317% $ 23,412 4.23% $ 28,555
Federal Home Loan Bank 67,100 3.90 15,044 4.35 67,100
Treasury, tax and loan note 2,240 3.59 872 5.68 2,848
Total shoriterm borrowings $ 85,616 3.76% $ 39,328 4.31%

In 2004, CIB Marine entered intoVdritten Agreement with the Federal Reserve Bank of Chicago. Among other
items, the Written Agreement requires CIB Marine to obtain Federal Reserve Bank approval before incurring
additional borrowings or delind preapproval to pay interest on debentures.

Note 11-Long-Term Borrowings
Longterm borrowings consist of borrowings having an original maturity of greater than one year.

FHLB

The following table presents information regarding amounts payable to the FHLB of Chicago. All of the
borrowings shownri the following table are fixed rate borrowings.

Scheduled
December 31, Maturity
208 2007
Balance Rate Balance Rate
(Dollars in thousands)
$ 6,000 4.52% $ 6,000 4.5%% 04/24/0¢
3,000 4.49 3,000 4.49 10/26/0¢
3,000 454 3,000 4.54 10/25/1(
5,000 3.32 o} 0 02A16/10
5,000 3.95 o} o} 08/15/1:
5,000 4.21 o} o} 08/14/1:
$27,000 4.02% $12,000 4.52%

CIB Marine is required to maintain qualifying collateral as security for botint-6brm and longerm FHLB
borrowings The debt to collateral ratio is dependent upon the type of collateral pledged and ranges from a 60% loan
to value for 14 Family Loans (held for sale) to 95% on U.S. Treasury and Agency Obligation securities. éfs part
a collateral arrangement with the FHLB, CIB Marine had assets pledged with a collateral &8¢/ afillion and
$93.6million at December 31, 2@0and 200, respectively. These assets consisted of securities \dih \zalue of
$74.8million and $03.6million at December 31, 2@Xkand 200, respectively.

Junior Subordinated Debentures

CIB Marine had the following junior subordinated debentures outstanding at December&8an@ Q'
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December 31,

Issue Interest Callable
2008 2007 Date Rate Maturity Date  After
(Dollars in thousands)
CIB Marine Capital Trust | $ 10,310 $ 10,31C 03/23/00 10.88% 03/08/30 03/08/1(
CIB Statutory Trust Il 15,464 15,46« 09/07/00 10.60 09/07/30 09/07/1(
CIB Statutory Trust IV 15,464 15,46¢ 02/22/01 10.20 02/22/31 02/22/1.
CIB Statutory Trust V 20,619 20,61¢ 09/27/02 Variable (1) 09/27/32 09/30/0’

Total junior subordinated debentu$ 61,857 $  61,85;

(1) Threemonth LIBOR + 3.40% adjusted quarterly.

CBMarine has formed four statutory business trusts
securities and investing the proceeds thereof in junior subordinated debentures of CIB Marine. The trust preferred
securities are fully and unconditidlyaguaranteed by CIB Marine. The Trusts used the proceeds from issuing trust
preferred securities and the issuance of its common securities to CIB Marine to purchase the junior subordinated
debentures. Interest on the debentures and distributions omsh@referred securities are payable either quarterly
or semiannually in arrears. CIB Marine has the right, at any time, as long as there are no continuing events of
default, to defer payments of interest on the debentures for consecutive periodseedirexfive years; but not
beyond the stated maturity of the debentures. As a result of the agreement entered into with its regulator, CIB
Marine has elected to defer all such interest payments subsequent to December 31, 2003, and as a result the Trusts
deferred distributions on its trust preferred securities. At December 31, 2008 and 2007 CIB Marine had accrued
interest payable on its $61.9 million junior subordinated debentures of $39.1 million and $30.3 million, respectively.
These amounts are includedaccrued interest payable on the consolidated balance shieese deferral periods
extended to the first quarter of 2009, at which point CIB Marine became obligated to pay all of the accrued interest
on such securities or be in default. The end of #ferdal period for Trust IV was February 22, 2009. On March 25,
2009, the default date for Trust IV as provided underdbleentures, CIB Marine failed to make the required
payment of interest to the holders of Trust IV. Trusts I, Ill, and V reached thefaheir deferral periods during
March 2009, with default dates to occur during April 200%roughout the deferral period, interest on the
debentures continues to accrue. In addition, interest also acmnuell interest that was not paid when due,
compounded quarterly or serannually. During the deferral period, CIB Marine may not pay any dividends or
distributions on, or redeem, purchase, acquire, or make a liquidation payment on its stock, or make any payment of
principal, interest or premium, ordeem any similar debt seclies of CIB Marine, subject to certain limitations.

The trust preferred securities are subject to mandatory redemption, in whole or in part, upon repayment of the
debentures at maturity or their earlier redemption. The trutgrpeed securities qualify as regulatory capital, subject
to regulatory limitation.

CIB Marine does not have the cash available to make these interest payments prior to the default dates. At
December 31, 2008, the accrued and unpaid interest on the deketatialed $39.Million. During 2008, CIB
Marine continued to defer interest paymentstlemdebentures and, as a result, had adequate funding capacity to
meet its other obligation€ 1 B Ma r i n e O6rseetitsnoaligatidnsg witly regé o theseinterestpaymentsin
addition to itscontinued lossesand in consideration of existing regulatory mattessse substantial doubt about
Cl B Ma ability ® @¢ontinue as a going conceiManagement has determined that ieglonot havehe cash
availableto bring the Trust Preferred Securities interest payment current and has made no payments during the first
quarter of 2009.

On March 16, 2009 CIB Marinissued a formal Consent Solicitation seeking the consent to the $oldire
trust preferred s peraposedPlanioeRestructiringthat RvBubdconverbthedebt under the
debenturesinto preferred stock thus reducing the ongoing interest expense burden eindinating any
consequencesf default on th&ruPS(see the discussion in the Liquidity and Capital Plan Update section).

As of April 10, 2009, the initial voting deadline established in the Consent Solicitation, CIB Marine was notified
that a sufficient number of negative votes were cast by thecapf#i holders of two series of TruPS to prevent
approval of the Plan of Restructuring. Based upon conversations that CIB Marine and its investment banking firm
have had with certain of the TruPS holders, including certain holders who have initially gatedtdhe Consent
Solicitation, CIB Marine has elected to extend the voting deadline until May 11, 2009 in order to give it more time
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to consider amending the terms of the Consent Solicita
othe availableoptions.

If the Plan of Restructuring is ultimately not approved, CIB Marine bglunable to cure its default on the
TruPS.

The Federal Reserve Board adopted a rule limiting the inclusion of junior subordinated debentures in the Tier 1
equty capital. The ruling limited the total restricted Tier 1 capital elements, including junior subordinated
debentures, net of investment in trust, to 25% of total Tier 1 capital elements, net of goodwill less any associated
deferred tax liability. At Deceber 31, 208, CIB Marine included approximately88 million of its junior
subordinated debentures in total Tier 1 capital.

Note 12-Other Liabilities

December 31,

2008 2007
(Dollars in thousands)
Accounts payable $ 179 $ 117
Accrual forunfunded commitments and standby letters of credit o} 725
Accrued real estate taxes 147 158
Accrued compensation and employee benefits 681 782
Accrued professional fees 490 448
Accrued other expenses 448 731
Other liabilities 278 258

$ 2,223 $ 3,219

At December 31, 2007, CIB Marine had a $0.7 million accrual for unfunded commitments and standby letters of
credit related to one standby letter of credit which it had participated in with other banks. At December 31, 2007, it
also had mdged securities with a total value of $3.3 million to collateralize its obligations for this participated
standby letter of credit. During 2008, this standby letter of credit matured and was convelitshtéd\a a result of
this funding, at December 32008 there were no securities pledged for this standby letter of credit and during 2008
$0.5 million of the accrual for unfunded commitments and standby letters of credit was transferred to the allowance
for loan loss. The remaining $0.2 million was neexl through a credit to provision for credit losses.

Note13-St ockhol der sé6 Equity
Receivables from Sale of Stock

Loans not sufficiently <collateralized by assets ot h
subsidiary banks to borrowers who dgbe proceeds to acquire CIB Marine stock are classified as receivables from
sale of stock and are accounted for as a reduction of
stock, unless the loan had been repaid prior to the issudnite dinancial statements. The balances of loans
classified as receivables from sale of stock tot&@@a5 million and $0.1 million at December 312008 and 2007,
respectively

Treasury Stock

Certain of CIB Marineds s GIB Marigeistaak througta aollection affolswhen e d s h ¢
the borrowers defaulted on their loans. Any loan balance in excess of the estimated fair value of the stock and other
collateral received was charged to the allowance for loan losses. At December 31, 20GAeme shares were
directly owned by CIB Marinebs subsidiary banks and
outstanding. During 2008, CIB Marine sold substantially all the assets of Bitinis and merged the remaining
assets into CIB Mame Bancshares, including 5,211 shares of CIB Marine Stock @@ngk had acquired through
foreclosure. As a result, at December 31, 2008, 7,452 shares of the 12,663 shares in treasury stock were directly
owned by CI B Mari ne6s wereexkludeddonmsthe lmsnbed of shargs owtstadding. h u s
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Regulatory Capital

CIB Marine and its subsidiary banks are subject to various regulatory capital requirements administered by the
federal banking agencies. Pursuant to fedeaalk holding company andank regulations, CIB Marine and each
bank subsidiaryare assigned to a capital category. The assigned capital category is largely determined by three
ratios that are calculated in accordance with specific instructions included in the regulationsskadjusted
capital, Tier 1 capital, and Tier 1 leverage ratios. Under capital adequacy guidelines and the regulatory framework
for prompt corrective action, the bank subsidiaries must meet specific capital guidelines that involve quantitative
measures ot he bankés as s-balasce sheet itensseas tadculated onflelr regulatory accounting
practices. The banksdé6 capital amounts and classificati
about components, risk weightings andeotfactors. To be categorized as well capitalized, the bank subsidiaries
must maintain total risk adjusted capital, Tier 1 capital and Tier 1 leverage ratios of 10.0%, 6.0% and 5.0%,
respectively.

There are five capital categories defined in the reguistiovell capitalized, adequately capitalized,
undercapitalized, significantly undercapitalized and critically undercapitalized. Classification of a subsidiary bank in
any of the undercapitalized categories can result in certain mandatory and possieadiigicretionary actions
by regulators that could have a direct material effect on the consolidated financial statements.

At December 31, 2@) pursuant to FDIC regulations in 12 C.F.R. Part 35, | of CIl B Marinebs
banks were classified agll capitalized.

At both December 31, 2008 ag@07, CIB Marine was subject to a Written Agreement it entered into with the
Federal Reserve Bank in the second quarter of 2004. Among other items, the Written Agreement requires CIB
Marine to maintain a sfi€ient capital position for the consolidated organization including the current and future
capital requirements of each of its subsidiary banks, nonbank subsidiaries and the consolidated organization. As of
December 31, 2008, C | &tio heal declimexdl ram 7P2% at Detember 31,2007 38°8.
and was below the 4.0% required by the Agreement. The decline reflects the continued operating losses of CIB
Marine during 2008. Depending on the extent of continuing losses incurred by CIB fafinere periods as well
as the overall size of its balance sheet, further OTTI adjustments to its securities portfolio and potential loan
recoveries, CIB Marinebs capital ratios could decline
the requirements of the Agreement is dependent upon the successful execution of its capital plan outlined in Note
11-Long-Term Borrowings.

In addition, at December 31, 2007, Marine Bank was subject to a Memorandum of Understanding
( AMe mor an d uenF®IC and itstapplichble state banking regulator. This Memorandum was termimated
January 2008, after which none of the CIB Marine subsidiary banks were party to any formal or informal regulatory
agreement or order.

In March 2009 Marine Bank stipulated a C&D which was signed by the FDIC and the WDFI in early April
2009, and is expected to become effective in the near future. The C&D primarily resulted from the high level of
nonperforming assets of Marine Bank and the resulting impact on its finaooi@ition. The C&D requires Marine
Bank to take certain corrective actions focusing on reducing exposure 4oeerforming loans, charging off all
loans classified as loss, imposes restrictions on lending to credits with existipgriomnming loans, andccruing
interest on certain delinquent loans in addition to charging off previously accrued interest on those loans. Key
provisions also include a restriction on paying dividends without regulatory approval, a requirement to maintain a
minimum tier 1 leerage ratio of 10% at Marine Bank, retaining qualified management, revising lending policies
and procedures focused on documentation, maintaining an appropriate loan review and grading system, and
adopting a comprehensive budget. Failure to adhere t@thgrements of the actions mandated by the C&D, once
it becomes effective, can result in more severe restrictions and civil monetary peffdlée€&D added no
additional requirements to the asset quality and loan review program previously implementedrrendy
maintained by Marine BanlkCIB Marine and Marine Bank also remain committed to maintaining adequate capital
levels. Generally, enforcement actions such as the C&D can be lifted only after subsequent examinations
substantiate complete correctiohthe underlying issues.
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The actual and required capital amounts and ratios for CIB Marine and its bank subsidiaries are presented in the
tables below.

To Be Well
Capitalized Under
Prompt
For Capital Corrective
Actual Adegquacy Purposes Provisions
Amount Ratio Amount Ratio Amount Ratio
(Dollars in thousands)
December 31, 208
Total capital to risk weighted
assets
CIB Marine Bancshares, Inc. $ 65,884 10.04% $ 52,504 8.00%
Cental lllinois Bank 58,451 17.91 26,104 8.00 $32,630 10.00%
MarineBank 40,505 13.31 24,349 8.00 30,436 10.00
Tier 1 capital to risk weighted
assets
CIB Marine Bancshares, Inc. $ 32,942 5.02% $ 26,252 4.00%
Central lllinas Bank 54,340 16.65 13,052 4.00 $19,578 6.00%
Marine Bank 36,624 12.03 12,174 4.00 18,262 6.00
Tier 1 leverage to average ass
CIB Marine Bancshares, Inc. $ 32,942 3.58% $ 36,821 4.00%
Central lllinois Bank 54,340 11.10 19,577 4.00 $24,471 5.00%
Marine Bank (1) 36,624 9.00 16,270 4.00 20337 5.00
December 31, 200
Total capital to risk weighted
assets
CIB Marine Bancshares, Inc. $ 128,373 17.26% $ 59,518 8.00%
Centrallllinois Bank 60,381 19.26 25,082 8.00 $31,352 10.00%
Marine Bank 50,023 14.82 27,012 8.00 33,765 10.00
Citrus Bank 19,855 21.87 7,261 8.00 9,077 10.00
Tier 1 capital to risk weighted
assets
CIB Marine Bancshares, Inc. $ 79,026 10.62% $ 29,759 4.00%
Central lllinois Bank 56,399 17.99 12,541 4.00 $18,811 6.00%
Marine Bank 45,756 13.55 13,506 4.00 20,259 6.00
Citrus Bank 18,698 20.60 3,631 4.00 5,446 6.00
Tier 1 leverage to average afss
CIB Marine Bancshares, Inc. $ 79,026 7.92% $ 39,908 4.00%
Central lllinois Bank1) 56,399 12.18 18,525 4.00 $23,156 5.00%
Marine Bank(1) 45,756 11.31 16,177 4.00 20,221 5.00
Citrus Bank 18,698 15.03 4,976 4.00 6,220 5.00

(1) Pursuant t@n Orde in effect as of the period enthe bankis required to maintain a Tier 1 leveraggpital level equal to or exceeding
8% of totalaverageassets

The payment of dividends by banking subsidiaries is subje&giaatory restrictions by various federal and/or
state regulatory authorities. In addition, dividends paid by bank subsidiaries are further limited if the effect would
result in a bank subsidiaryds capit aluntd €IB Nayinerdid dot ced be
receive any dividend payments from its subsidiary banl
subsidiary banks did not have any retained earnings available for the payment of dividends to CIB Marine without
first obtaning the consent of the regulators.

Pursuant to th&Vritten Agreement CIB Marine entered into with its regulators and throughout such time as the

Agreement remains in effect, CIB Marine cannot declare or pay dividends without first obtaining the cbtieent o
regulators.
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Note 14-Other Expense

Other expense consisted of the following:

Years Ended December 31,

2008 2007 2006
(Dollars in thousands)
Payroll and other processing charges $ 69 $ 112% 99
Correspondent bank charges 232 190 256
Advertising/marketing 641 781 722
Communications 857 964 1,386
Data Processing 1,089 79 o}
Supplies and printing 220 284 357
Shipping and handling 404 454 523
Collection expense 25 17 43
FDIC and state assessment 836 484 1,289
Recording and filing fees 197 192 149
Foreclosed property 317 17 7
Litigation reserve 3,400 o} 1,750
Other expense 2,235 2352 2,696
Total other expense $10,522 $ 5,92€$ 9,277

Note 15-Loss Per Share

The following provids a reconciliation of basic and diluted loss per share:

For the Years Ended December 31,

2008 2007 2006

(Dollars in thousands, except share and per share data)
Loss from continuing operations $ (36,233 $ (15,211) $ (9,839)
Weighted awerage shares outstanding:
Basic 18,333,779 18,333,779 18,333,779
Effect of dilutive stock options outstanding o) o) o)
Diluted 18,333,779 18,333,779 18,333,779
Per share loss:
Basic $ (1.98) $ (0.83) % (0.54)
Effect of diluive stock options outstanding o} o} o)
Diluted $ (1.98) $ (083 % (0.54)

Because CIB Marine has a net loss from continuing operations in each of the years ended Dece2tgr 31,
2007 and 20, options to purchasg,149,020, 1,151,533 and971830share respectively, were excluded from the
calculation of dilutedossper sharesincetheir assumed exercise would be atitiitive.

Note 16-Financial Instruments with Off -Balance Sheet Risk

The following table summarizes the contractual or natiGammount of offbalance sheet financial instruments
with credit risk.

2008 2007
(Dollars in thousands)
Commitments to extend credit $ 110,951% 174,32¢
Standby letters of credit 3,913 5,886
Interest rate swaps 3,463 15,527

CIB Marine isparty to financial instruments with effalance sheet risk in the normal course of business to meet
the financing needs of its customers. CIB Marine has entered into commitments to extend credit, which involve, to
varying degrees, elements of credit amigiest rate risk in excess of the amounts recognized in the balance sheets.
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Standby letters of credit are conditional commitments that CIB Marine issues to guarantee the performance of a
customer to a thirgharty. Fees received to issue standby lettérgeamit are deferred and recognized as noninterest
income over the term of the commitment. The guarantees frequently support public and private borrowing
arrangements, including commercial paper issuances, bond funding, and other similar transzi&idnarine
issues commercial letters of credit on behalf of customers to ensure payments or collection in connection with trade
transactions. I n the event of a customerds nonperfor ma
extension of cré i t up to the | etterb6s contractual amount . Man a
determine the necessary collateral, which may include marketable securities, real estate, accounts receivable and
inventory. Since the conditions requii€IB Marine to fund letters of credit may not occur, CIB Marine expects its
future cash requirements to be less than the total outstanding commitments. The maximum potential future payments
guaranteed by CIB Marine under standby letter of credit arrangena¢ December 32008 and 2007, is $55
million and $5.9 million, respectivelywith a weighted average term of approximatIlsnonthsat both December
31, 20@ and 200. The standby letters of credit for which reserves were established were padidipate
nonaffiliated banks. CIB Marine did not default on any payment obligations with the other banks.

Commitments to extend credit are agreements to lend to a customer as long as there is no violation of any
condition established in the contract. Committsegenerally have fixed expiration dates or other termination
clauses and may require the payment of a fee. Since many of the commitments are expected to expire without being
drawn upon, the total commitment amounts do not necessarily represent futureegaisements. CIB Marine
evaluates each customerés <creditworthiness and detern
management s credit evaluation of the counterparty. Co
accountgeceivable, inventories, property and equipment, and real estate.

At December 31, 2007, CIB Marine was primarily involved with derivative financial instruments in the form of
interest rate swaps utilized for purposes of asset/liability management tdyntbei existing market risk
characteristics of certain hedged assets and liabilities. An interest rate swap agreement involves the exchange of
fixed and floating rate interest payment obligations based on the underlying notional principal amounts. The
amounts subject to market and credit risks are the streams of interest payments under the agreements and not the
noti onal principal amounts, which are used only to exp
on a swap agreement is limit¢tdo nonper formance of the counterpartyéds ¢
agreement. CIB Marine generally deals with counterparties that have high credit, ratimgsbased on
management 6s assessment s, al |l ¢ ostamdingg ablpaionts aseokDeckmbere e x p e
31, 2007. CIB Marine had no outstanding interest rate swaps at December 31, 2008.

CIB Marine had $10.0 million notional value of receive fixed/pay floating interest rate swaps outstanding as of
December 31, 2007 usedhedge fixed rate deposits with matching interest payment frequencies, maturities, option
features and amounts. As of December 31, 2007, these swaps received Fair Value Hedge accounting treatment under
SFAS 133. CIB Marine had $5.6 million notional valdepay fixed/receive floating interest rate swaps outstanding
as of December 31, 2007 used to hedge fixed rate loans. These swaps are accounted for as Fair Value Hedges under
SFAS 133 as of December 31, 2007. Market value changes during the period détést irate swaps and the
hedged assets are reflected in other noninterest income in the statement of operations.

The fair value of derivatives that fail to qualify as a hedge and the ineffective position of derivatives that do
qualify as a hedge is chad to other expense or credited to other income in the period of the change in fair value.
Suchamounts charged to net income w6205 in 2008 and $0.01 million, in both 2007 and 2006. The fair value
adjustment of warrants charged to net income in 2086$0.1 million.

Note 17-Commitments and Contingencies
Material pending litigation, other than that of a routine nature in the ordinary course of business, is as follows:
In June 2004, John C. Ruedi, a former employee of CIB Marine, filed an actiorsta@dB Marine in the
Circuit Court of the Sixth Judicial District, Champaign County, lllinois for rescission or damages, including punitive

damages, in connection with plaintiffés October 1, 200
shares of CIB Marine common stock at various exercise prices. On June 3, 2005, a first consolidated complaint was
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filed by Dennis Lewis, a shareholder, and other alleged shareholders of CIB Marine in the United States District
Court for the Central Distrtoof lllinois, Urbana Division, against CIB Marine and certain of its current and former
officers and directors. The filing consolidated two actions that had been filed in January 2005: one filed by Lewis in
the United States District Court for the Centédtrict of lllinois, Urbana Division and another filed in the United
States District Court for the Central District of lllinois, Peoria Division by Elaine Sollberger, a purported
shareholder, whose claims were voluntarily dismissed in connection witotiselidation and were not reasserted

in the consolidated complaint. Plaintiffs sought to maintain the action as a class action, claiming violations of
Section 10(b) of the Exchange Act and Rule-50ihereunder by CIB Marine and other defendants anditjabf

certain defendants other than CIB Marine under Section 20(a) of the Exchange Act as controlling persons. The
federal court in Urbana, lllinois granted the motion of CIB Marine and several other defendants to transfer the action
to the United StateDistrict Court for the Eastern District of Wisconsin, sitting in Milwaukee, Wisconsin.

On August 14, 2008, a settlement conference was held in the Dennis Lewis and John Ruedi matters. As a result
of that settlement conference, the remaining defendaaished an agreement with the plaintiffs in both suits to
settle those cases. The general terms of the settlement involved the pay@éat\dgrine of approximately $3.4
million, together with an additional amount paid® B Ma and individlisal defer@l n t s 6 s, inalusive ofe r
costs, and the defendants6 agreement to certification
(all persons who purchaseégil B Ma stack betveen January 21, 2000 and April 12, 2004), in exchHange
which all claims againstIB Maring its insurer and the individual defendants in both lawsuits would be dismissed.

The partiesbdéd agreement to settle the cases was subj e
the terms of the settinent in the Lewis case by the court in that case. Those conditions were satisfied in the fourth
quarter of 2008 and an order was entered dismissing the Lewis case. In Decemb€tR00&ine paid the agreed
upon amount to settle both cases. An orderldees entered in the Lewis case dismissing the claims agzidst
Marine and the individual defendants. No appeal has been taken from the approval of the settlement in the Lewis
case. A final order dismissing the Ruedi case in accordance with the settieasesntered in February 2009.

As part of the settlement of the Ruedi and Lewis caS&#8,Maring the individual insureds, and the insurer
executed mutual releases discharging all parties of all liability or obligations on existing or future claimthe@nde
policy or claims for recovery from any insured.

In 2003 CIB Marine chargedff $41.7 million related to a condominium project in Chicago. The loan had been
originated byCl B Ma former €ldic;ageb ased banki ng subsi di anstyhe bobrawer t he b
and guarantors were transferred to CIB Marine in November 2004 when the bank was sold to an unaffiliated third
party. Since then, CIB Marine has pursued collection from the guarantors on the loan. CIB Marine continues to
pursue its claimsincluding available appeals, biitdoes not expect any material, favorable outcome from the
collection proceedings.

Note 18-Stock Option Plans

CIB Marine has a nonqualified stock option and incentive plan for its employees and directors. At Dedember 3
2008, options to purchasg34,113 shares were available for future grant. The plan provides for the options to be
exercisable over a teyear period beginning one year from the date of the grant, provided the participant has
remained in the employ ofy @n the Board of Directors o€IB Marine and/or one of its subsidiaries. The plan also
provides that the exercise price of the options granted may not be less than 1t@4ainfmarket valueof the
common stockon the option grant date. Options vesepfive years.CIB Marine issues new share@pon the
exercise of options.
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The following table shows activity relating to stock options.

Range of Weighted Weighted Average
Number of Option Prices Average Grant Date Fair
Shares per Share Exercise Price Value Per Share

Shares under option at December 31, 2005 1,021,487 $ 4.1023.66 $ 10.85
Granted 483,750 $ 4.10 $ 410 $ 0.7€
Lapsed or surrendered (332,916) 4.10-23.66 9.44
Exercised d o) d

Shares under option Becember 31, 2006 1,172,321 $ 4.1022.89 $ 8.47
Granted 325,500 $ 3.704.10 $ 379 $ 0.43
Lapsed or surrendered (199,794) 4.1022.89 11.20
Exercised o} o) o}

Shares under option at December 31, 2007 1,298,027 $ 3.7022.89 6.87
Granted 5000 $ 217 217 & 080
Lapsed or surrendered (201,410 3.70-22.89 10.67
Exercised o} o} o}

Shares under option at December 31, 2008 1101617 $ 2.17-22.89 $ 6.16

Shares exercisable at December 31, 2008 573617 $4.10622.89 $ 8.19

The following table shows activity relating to nonvested stock options:

Nonvested stock options at December 31,6200 703,550
Granted 325,500
Vested (146,950
Forfeited (69,350

Nonvested stock options at December 31,7200 812750

Granted 5,000

Vested (230550

Forfeited (59,200

Nonvested stock options at December 31,800 528000

The following table summarizes information about stock options outstanding at December831, 200

Options Outstanding

Options Exercisable

Weighted Exercisable
Number of Average Weighted Weighted
Shares Remaining Average Shares Average Weighted
Range of Option Outstanding Contractual Exercise Exercisable Exercise Average
Prices at 12/31/@8 Life (Years) Price at 12/31/8 Prices Contractual Term
$0.000 2.17 5,000 9.50 $ 217 o} $ o}
21806 4.10 939500 7.29 4.00 416500 4.05
13.900 16.89 47,700 0.58 16.23 47,700 16.23
16.900 19.89 59,374 157 18.40 59,374 18.40
19.900 22.89 50,043 2.91 22.89 50,043 22.89
$2170 22.89 1,101,617 6.51 $ 6.16 573617 $ 819 5.88

Note 19-Other Benefit Plans

CIB Marine provides a defined contribution 401(k) plan to all employees of CIB Marine and its subsidiaries who
have attained ageB1As of August 2006, employees may enter the Plan on the first day of the month following sixty
days of employmeniThe plan permits participants to make voluntary tax deferred contributions up to the maximum
permitted by law. Participants age 50 or oldex allowed to make a stated amount of additional contributions on a
tax deferred basis as permitted by law. 2006, 2007 and 20®, the matching contribution waS0% of the
empl oyeeds contribution up t o 6% of ceoplopee matching o n .
contributions to the plan were $0million in 2008, $03 million in 2007 and $03 million in 2006. All
administrative costs to maintain the plan are paid by the plan.

T
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CIB Marine has an employee stock ownership plan for the benefihplogees who attain a certain number of
hours worked and length of service. At December 31820 plan held 205,836 shares of common stock, all of
which have been allocated to participants. CIB Marine recognizes compensation expense for its costigbihtéeo
plan. CIB Marine did not make contributions to the plan in&@D07 or 200. Contributions are discretionary and
are determined annually by the Board of Directors. The administrative costs to maintain the plan are paid by the
plan.

In December2008, the Board of Directors of CIB Marired the Board of Administrators of thenployee
Stock OwnershipPl an ( t lbe A Sgpwed a resolution to terminate the Plan effective December 18,
2008, provided that CIB Marine reserved the rightmiake such further amendments to the Plan as deemed
necessary or appropriate to preserve the Pl aupdns qual.i
termination of the Plan, the interest of each participant in the trust fund would hieutkstrto such participant or
his or her beneficiary at the time prescribed by the Plan terms and the @&ld&larine will pay the costs
associated with termination of the Pl an, and as part
authorizedhe purchase of CIB Marine stock held by the Plan at a cost of approximately $0.4 million.

Note 2-Income Taxes

The provision for income taxes (benefits) on income (loss) from continuing operations in the consolidated
statements of operations consistédhe following components:

For the Years Ended December 31,
2008 2007 2006
(Dollars in thousands)

Current tax provision (benefit):

Federal $ (499 $ 53 $ (78)
State 819 (50) (21)

Deferred (benefit) o] o] o]
$ 320 $ 3 3 (99)

A reconciliation of the income tax provision (benefit) and income taxes from continuing operations, which
would have been provided by applying the federal statutory rate of 35%, is as follows:

For the Year Ended December 31,
2008 2007 2006
Amount % Amount % Amount %
(Dollars in thousands)

Income tax benefit at statutory tax rate $(12,570) (35.00% $(5,323) (35.00% $ (3,478) (35.0)%
Increase (reduction) in tax rate resulting fro
State income tas, net of federal income tz

effect 530 15 178 1.2 12 0.1
Tax-exempt interest (41 (0.2 (202) (1.3) (337) (3.4
Affordable housing credits (360) (1.0 (360) (2.4) (360) (3.6)
Valuation allowance 13,018 36.2 5,666 37.2 3,978 40.0
Other, net (257) (0.7 44 0.3 86 0.9

$ 320 09% $ 3  (0O% $ (99 (1.0)%

The tax effects of temporary differences that give rise to net deferred tax (liabilities)/assets reported in other
assets in the accompanying consolidatgldrice sheets are as follows:
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December 31,
208 2007 2006
(Dollars in thousands)

Deferred tax assets:

Loss carryforwards (1) $ 81510% 66,176 $ 59,678
Tax credit carryforwards 2,928 2,537 2,177
Allowance for loan losses 7,798 8,279 8,221
Net unrealized loss in securities available for sale 4,082 o] 746
Other real estate owned o} o} 4
Other 2,309 1,919 1,435
Deferred tax assets before valuation allowance 98,627 78,911 72,261
Valuation allowance (97571 _ (76,.88)_ (71,202)
Net deferred tax assets 1,056 2,043 1,059
Deferred tax liabilities:
Fixed assets $ 298 $ 275 $ 388
Net unrealized loss in securities available for sale o} 515 o}
Other 758 1,253 671
Total deferred tax liabilities 1,056 2,043 1,059
Net deferred tax assets $ o $ 0 $ o)

(1) Includes U.S. federand statenet operating, capital loss and charitable contribution carryforwards

With respect to continuing and discontinued operations, there were U.S. federal natingpess, capital loss
and charitable contribution carryforwards of approximately9# enillion, $165.8 million and $150.1 million and
state net operating loss, capital loss and charitable contribution carryforwards of approximaéef/ndition,
$238.4 million, and $225.2 milliomt December 31, 2008, 2007 and 2006, respectively. In 2004, the sale-of CIB
Chicago resulted in a capital loss of $73.2 million. The net operating loss carryforwards will expire in varying
amounts between 2009 and 2027. $1&illion of the U.S. federal net operating loss carryforwards were acquired in
connection with the Canron acquisition, of which $6.7 million will not be available due to separate return year
limitations. Included in the carryforwards at December 31, 243@8%@l.7 million of capital loss carryforwards, of
which $0.3 million is attributable to Canron. The capital loss carryforwards expire in 2009.

CI B Marine had Alternative Minimum Tax (AAMTO) credit
2007 and 2006. $0.1 million of the AMT credit carryforward was acquired in connection with the Canron
acquisition. There were also $2.9 million of General Business Credit carryforwards at December 31, 2008, which
will expire in varying amounts between 2009&013.

As of December 31, 2005, no U.S. federal or state loss carryback potential remains. Due to the significant losses
in 2006 through 2008, management has determined that it is not more likely than not that the net deferred tax assets
at December 312008 will be realized in their entirety. Therefore, a valuation allowance has been provided by way
of a charge to federal and state tax expense to reduce the net U.S. federal and state deferred tax asset to zero.

On January 1, 2007, CIB Marine adoptedaFimc i a | Accounting Standards Board
48, Accounting for Uncertainty in Income Taxas Interpretation of FASB Statement No. 108 FI N 480 ) . FI N
prescribes a comprehensive model for the financial statement recognition, measysessentation, and disclosure
of uncertain tax positions taken or expected to be taken in income tax returns. The FIN 48 adjustment is related to
Cl B Mar i neds REImowned bmitsdormerillimoisabanking subsidiary, which was sold in 200b4.
cumulative effect of adopting FIN 48 was a $1.0 million increase in liabilities of companies held for disposal and a
$1.0 million decrease to the January 1, 2007 retained earnings balance.

During 2007, CIB Marine erroneously concluded that the statulienitations had expired with respect to that

portion of the REIT exposure related to the 2002 tax year. Based on that conclusion, CIB Marine reversed the $1.3
million tax liability related to its 2002 tax year exposure through a credit to the disoedtiperations tax expense

98



while also recording a $0.3 million charge to its discontinued operations tax expense for interest and penalty related
to the remaining REIT tax exposure. At December 31, 2007, CIB Marine had a $1.8 million current tax liability
related to the tax exposure of its former subsidiary. This amount is included in liabilities of companies held for
disposal on the December 31, 2007 consolidated balance sheet.

During the third quarter 02008, CIB Marine learned that the statute of latiins had in fact not expired and
increased its REIT tax exposure by $1.7 million, including interest and penalties through th&t @steember
2008, CIB Marine reached a settlement agreement ILDOR regarding its tax exposure related to the REtfie Under
agreement, ILDOR agreed to a accept $0.5 million payment from CIB Marine as settlement in full of any and all
open issues, including without limitation, all issues pertaining to the formation and operation of the REIT, causing
or contributing to any #ged deficiencies, including all applicable taxes, penalties and interest. As a result of this
agreement, CIB Marine reversed the remainiBg$nillion tax liability related to the REIT through a credit to
discontinued operations tax expense.

CIB Marinefiles income tax returns in the U. S. federal and various state jurisdictions. CIB Marine is no longer
subject to income tax examinations by U. S. federal tax authorities for lyefare 2004 and state tax authorities
for years before 2@ At December31, 2008 and2007, the total amount of unrecognized tax benefits that, if
recognized, would affect the effective tax rat®@s2 million and$2.4 million, respectivelyCIB Marine recognizes
any interest and penalties related to unrecognized tax beimefiie provision for income taxes. As of the date of
adoption of FIN 4&n January 1, 20Q0approximately $1.0 millionvas accrued for the potential payment of interest
and penaltiesCIB Marine does not anticipate significant adjustments to the amouttdtalf unrecognized tax
benefits within the next twelve months.

The following table reconciles total gross amounts of unrecognized tax benefits at the beginning and end of 2008
and 2007:

2007
Balance at January 1, 2007 $ 4,705
Additions for positionsaken during the current year 212
Additions for positions taken in prior years 280
Reductions resulting from expiration of statutes (1,300)
Balance at December 31, 2007 $ 3,897
Re-evaluation of prior tax exposures 48
Additions for positions teen in prior years 92
Reductions resulting from settlements with taxing authorities (3,677
Reductions resulting from expiration of statutes (209)
Balance at December 31, 2008 $ 151
Note 21-Fair Value of Financial Instruments
The following tablepr esent s i nf or mati on alibbdities me&surg atMarrvalue enbas a s s e

recurring basis as of December 31, 2008, and indtbatéair value hierarchy of the valuation techniques utilized to
determine such fair value. In general, faitues determined by Level 1 inputs use quoted prices (unadjusted) in
active markets for identical assets or liabilities that CIB Marine has the ability to access. Fair values determined by
Level 2 inputs use inputs other than quoted prices included in letrelt are observable for the asset or liability,

either directly or indirectly. Level 2 inputs include quoted prices for similar assets and liabilities in active markets,
quoted prices for identical or similar assets or liabilities in markets whereateefew transactions and inputs other

than quoted prices that are observable for the asset or liability, such as interest rates and yield curves that are
observable at commonly quoted intervals. Level 3 inputs are unobservable inputs for the assdityoatidb

include situations where there is little, if any, market activity for the asset or liability.
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Fair Value for Measurements Made on a Recurring Basis

Quoted Prices in Significant
Active Markets for  Significant Other Unobservable
Identical Assets  Observable Inputs Inputs
Description December 31, 2008 (Level 1) (Level 2) (Level 3)
(Dollars in thousands)
Assets
Available for sale securities $280,452 $0 $277,198 $3,254(1)
Interest rate lock commitments 3 s) 3 0
Total $280,455 $0 $277,201 $3,254(1)

(1) Pooled trust preferred securities in other notes and bonds in Note 4 were transferred from Level 2 to Level 3 inpul§8laitiegt@
the use of significant unobservable inputs since the volume and level of trading activity asgets declined significantly.
Significantly unobservable inputs utilized, included liquidity and credit risk spreads from similar and comparable, derriticed, i
types of debts instrumentsedit risk factors and cash flovi®m modelsand analysisThe Level 3 Input fair market values were
derived usinghe Level 3 inputs inncome approackpresentvalue techniquejnodels proprietary to and prepared by independent
third parties The amount of gains or losses for the year ended December 31, 2@08ifable for sale securities with Level 3 inputs
included$38mi | I i on in unrealized |l osses included in other comprehens]i

The foll
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presents information vallkewma ClI B M

nonrecurring basis as of December 31, 2008 and indicates the fair value hierarchy of the valuation techniques
utilized to determine such fair value, as defined by SFAS 157.

Fair Value for Measurements Made on a Nonrecurring Basis

Quoted Prices in Significant
Active Markets Significant Other ~ Unobservable Total Gains
December 31, for Identical Observable Inputs Inputs (Losses) in
Description 2008 Assets (Level 1) (Level 2) (Level 3) Period
(Dollars in thousands)

Assets
Impaired loas (1) $8,512 $0 $8,512 $0 $(819)
Other equity investments 65 o] o) 65 d
Total $8,577 $3 $8,512 $65 $(819)

(1) Impaired loans gains (losses) in period include only those attributable to the loans represented in the fair vadneemsasibecember

31, 2008.

The following section describes the valuation methodologies used to measure recurring financial instruments at
fair value, including the classification of related pricing inputs.

Securities Availablefor-Sale.Where quoted market pgs are available from active markets with high volumes
of frequent trades for identical securities, the security is presented as a Level 1 input security. These would include
predominantly U.S. Treasury Bills, Notes and Bonds, and to certain motgagel and government agency
securities. Securities classified under Level 2 inputs include those where quoted market prices are available from an
inactive market, where quoted market prices are available from an active market of similar but not identical
secuities, where pricing models use the U.S. Treasury or US dollar LIBOR swap vyield curves, where market quoted
volatilities are used, and where correlated or market corroborated inputs are used such as prepayment speeds,
expected default and loss severityegtSecurities with predominantly Level 2 inputs include U.S. government
agency and government sponsored enterprise issued securities and rroatti@glesecurities, certain corporate or
foreign sovereign debt securities, private issue mortpag&ed seaities, other asset backed securities, equity
securities with quoted market prices but low or infrequent trades and debt obligations of states and political
subdivisions. Where Level 1 or Level 2 inputs are either not available, or are significantlgddjustsecurities are
classified under Level 3 inputs. The availafilesale securities using Level 3 inputs were pooled trust preferred
securities with fair valuemeasured using predominantly the income valuation approach (present value technique),
where expected future cash flows less expected losses were discounted using a discount rate comprised of
benchmark interest rates plus credit, liquidity and option premium spreads from similar and comparable, but not
identical, types of debt instruments andni models. The credit and liquidity premium spreasisd in the discount
rates and the credit factors used in deriving cash ftepesent significant unobservable inputs.

Impaired Loans. Impaired loans often, but not always, have an impairment loggidment losses are included
in the allowance for loan losses. The impairment loss is based on a Level 1 or Level 2 quoted market price input, a
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discounted cash flow analysis, or a fair value estimate of the collateral using Level 2 inputs, includirity phiena
appraised value of the real estate with certain other market correlated or corroborated information. The fair value of
impaired loans represented in the fair value table includes only those with an impairment loss and where that
impairment loss wadetermined based upon a fair value estimate of the collateral.

The table below summarizes the information required by SFAS No. DiB¢losures about Fair Value of
Financial Instrument¢ A SFAS 1070) .

December 31, 208
Carrying Estimated
Amount Fair Value

(Dollars in thousands)

Financial assets:

Cash and cash equivalents $57,231  $57,231
Loans held for sale 4,777 4777
Securities 280,452 280,452
Loans, net 535,965 533,914
Federal Home Loan Bank 11,555 11,555
Accruedinterest receivable 4,289 4,289
Financial liabilities:
Deposits 694632 702,548
Shortterm borrowings 62,806 62,806
Long-term borrowings 27,000 27,985
Junior subordinated debentures 61,857 @
Accrued interest payable 41,377 41,377
December 31, 208

Contractual
or Notional ~ Carrying  Estimated
Amount Amount _Fair Value

(Dollars in thousands)
Off-balance sheet items:

Commitments to extend credit $110951 $ o $ 0
Standby letters of credit) 3,913 (29 (29
Interest rate swap agreements 3,463 o} o}

December 31, 200
Carrying Estimated
Amount Fair Value

(Dollars in thousands)

Financial assets:

Cash and cash equivalents

Loans held for sale

Secuities

Loans, net

Federal Home Loan Bank and Federal Reserve Bank stock
Accrued interest receivable

Financial liabilities:

Deposits

Shortterm borrowings
Long-term borrowings

Junior subordinated debentures
Accrued interest payable
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$74,841 $74,841
0 0
316,321 316,321
574,553 581,068
12,298 12,298
5,839 5,839

745,590 743,189
85,616 85,616
12,000 12,094
61,857 65,275
33,223 33,223



Off-balance sheet items:
Commitments to extend credit
Standby letters of credit)

Interest rate swap agreements

December 31, 200

Contractual
or Notional ~ Carrying  Estimated
Amount Amount _ _Fair Value

(Dollars in thousands)

$174,329 $ & $ 8
5886 (753 (753
15527 39 39

(1) Includes a accrued liability for probabl@$ses on unfunded commitments to extend credit and standby letters obfc¥€dit million

at December 32007.

(2) An estimate of fair value of the junior subordinated debentures has not been made because it is not practicable tcestakatewath

thistime. Pertinent information to estimating the fair value can be found in Neterigtterm borrowings.

Fair value amounts represent estimates of value at a point in time. Significant estimates regarding economic
conditions, loss experience, risk charastecs associated with particular financial instruments and other factors
were used for the purposes of this disclosure. These estimates are subjective in nature and involve matters of

judgment. Therefore, they cannot be determined with precision. Chantiess assumptions could have a material

impact on the amounts estimated.

While these estimated fair value amounts are designed to represent estimates of the amounts at which these
instruments could be exchanged in a current transaction between wilingtpi e s , it i s CI
most of its financial instruments to maturity. Therefore, it is not probable that the fair values shown will be realized

in a current transaction.

The estimated fair values disclosed do not reflect the valuesetsaand liabilities that are not considered

B

Mar i

financial instruments. In addition, the value of lelegm relationships with depositors (core deposit intangibles) is
not reflected. The value of this item is significant.

Because of the wide range of valuatitechniques and the numerous estimates that must be made, it may be

di fficult to

mak e

reasonabl

e

comparisons of Cl
important that the many uncertainties discussed above be consideredsivgethe estimated fair value disclosures

B

Mar i

and to realize that because of these uncertainties the aggregate fair value should in no way be construed as
representative of the underlying value of CIB Marine.

The following describes the methodology and agsiions used to estimate fair value of financial instruments

required by SFAS 107.

Cash and Cash Equivalents

The carrying amount reported in the balance sheet for cash and cash equivalents approximates their fair value.
For purposes of this disclosurelpncash equivalents include cash and due from banks, Federal Funds sold and

repurchase agreements.

Available for Sale Securities

The estimated fair values of securities by type are providédote 3Securities These are based on quoted

market priceswhen available. If a quoted market price is not available, fair value is estimated_asglg? and
Level 3 pricing inputs as described within NoteFAir Values of Financial Instruments

Loans held for Sale

The fairvalue of loans held for sale, prinilg commercial loans estimated at the value of the loan based on the

underlying value of the collateral amdsidential mortgage loarestimated using current market prices for similar

mortgagdoars in the market.
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Loans Receivable

For loans that reprefrequently, the carrying value approximates their value. The fair values of all other loans
receivable were estimated by discounting the expected future cash flows using current interest rates at which similar
loans would be made to borrowers with simieedit ratings and maturities. The carrying value and the fair value of
loans receivable is net of the allowance for loan losses.

Federal Home Loan Bank and Federal Reserve Bank Stock

The carrying amounts of Federal Home Loan Bank and Federal ResankeSBock approximate their fair
values.

Accrued Interest Receivable
The carrying amounts of accrued interest approximate their fair values.
Deposit Liabilities

The carrying value of deposits with no stated maturity approximates their fair valueyaaréhpayable on
demand. The estimated fair value of fixed time deposits is based on discounted cash flow analyses. The discount
rates used in these analyses are based on market rates of alternative funding sources currently available for similar
remainingmaturities.

Shortterm Borrowings

The carrying value of sheterm borrowings payable withithreemonths or less approximates their fair value.
The estimated fair value of borrowed funds with a maturity greaterttitae months is based on quoted metrk
prices, when available. Debt for which quoted prices were not available was valued using cash flows discounted at a
current market rate for similar types of debt. For purposes of this disclosureteshoiborrowings are those
borrowings with stated riial maturities of less than or equal to one year, including securities sold under agreements
to repurchase, U.S. Treasury tax and loan notes, lines of credit, commercial paper and other similar borrowings.

Long-term Borrowings

The carrying value of lonrterm borrowings payable withithreemonths or less approximates their fair value.
The estimated fair value of borrowed funds with a maturity greaterttiraemonths is based on quoted market
prices, when available. Debt for which quoted prices weravaitable was valued using cash flows discounted at a
current market rate for similar types of debt. For purposes of this disclosuretetomgborrowings are those
borrowings with stated final maturity of more than one year, including Federal Home Lo&naBeances with
stated final maturity of more than one year. Notwithstanding their stated final maturity of more than one year, junior
subordinated debentures are excluded from-tengn borrowings.

Junior Subordinated Debentures

An estimate of fair vale of the junior subordinated debentures has not been made because it is not practicable to
make such estimate at this time. Pertinent information to estimating the fair value can be found in-IMuotg- 11
term borrowings.For December 31, 2007 the fair val was estimatedsing option adjusted spread valuation
models with an option free spread approximating ain@astment grade credit quality.

Accrued Interest Payable

The carrying amounts of accrued interest are used to approximate their fair values.
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Off-Balance Sheet Instruments

The fair value and carrying value of letters of credit and unused and open ended lines of credit have been
estimated based on the unearned fees charged for those commitments net of accrued liability for probable losses.

Thefair value of interest rate swaps is based upon quoted market prices, when available. If a quoted market price
is not available, fair value is estimated based on the net of the discounted cash flows of the fixed leg and the floating
leg of the swap usingsaa discount rate currently existing rates available for swaps of comparable remaining term,
notional value, index and counterparty credit risk.

Note 2-Parent Company Financial Statements
The condensed financial statements of the parent company mnjyesented as follows:

Condensed Balance Sheets

December 31,
208 2007
(Dollars in thousands)

Assets
Cash and due from affiliated banks $ 13237 $ 25,747
Investments in subsidiaries 99,894 121,605
Loans to subsidiaries 604 608
Premises and equipment, net 512 764
Investment in subsidiaries held for disposal (687 (2,969)
Other investments 885 3,141
Income tax receivable 789 2,593
Other assets 187 1,878
Total assets $ 117105$% 153,367
Liabilities
Loansto subsidiariesubscribed stock $ 51 $ 121
Accrued interest payable 39,090 30,258
Junior subordinated debentures 61,857 61,857
Other liabilities 1305 825
Total liabilities 102,303 93,061
Stockhol dersdé Equity
Preferred stock, $1 par wed; 5,000,000 shares authorized, none issued o} o}
Common stock, $1 par value; authorized shares, 50,000,000; issued shares, 18,346,

2008 and 2007; outstanding shares, 18,341,231 in 2008 and 18,346,442 in 2007 18,346 18,346
Capital surplus 158613 158,398
Accumulated deficit (151936) (117,537
Accumulated other comprehensive income (loss), net (10,008 1,382
Receivables from sale of stock (51) (121)
Treasury stock at cost, 12,663 shares (162) (162)

Total stockholdersé equity 14.8®@ 60,306
Tot al l'iabilities and stockhol der sd € 117105% 153,367
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Condensed Statements of Operations

Interest and Dividend Income
Dividends from subsidiaries
Loan and other interest from subsidiaries

Total interest and dividend income
Interest Expense
Junior subordinated debentures

Total interest expense

Net interest loss
Noninterest income
Equity in undistributed earnings (loss) of subsidiaries
Fees from subsidiaries
Gain on sale of assets, net
Other income

Total noninterest income
Noninterest expense
Compensation and employee benefits
Equipment
Occupancy and premises
Professional services
Write down and losses on assets
Other

Total noninterest expense

Loss before income taxes
Income tax benefit

Net loss
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Years Ended December 31,

2008 2007

2006

(Dollars in thousands)

$ 3 $ 3 $ 1,575
319 1,216 1,332
319 1,216 2,907

8,887 8.556  7.742
8,887 8,556 7,742
(8568  (7,340)  (4,835)
(13,537 (695) 911
5111 5894 6,435
3 191 3
503 223 234
(7929 5613 7,580
6,842 7,134 8,358
475 716 864
576 742 728
2,986 2,083 1,039
3,232 21 247
4,653 1,593 3,076
18764 _ 12,289 14,312
(35,255  (14,016) (11,567)
(856) (245) __ (2,289)
$ (34,399 $ (13,771)$  (9,278)



Condensed Statement of Cash Flows

Cash Flows from Operating Activities:
Net loss

Adjustments to recoiile net loss to net cash provided by (used in) opera

activities:
Equity in undistributedearning$ lossof subsidiaries
Depreciation and amortization
Write down and losses on assets
Deferredtax benefit
Gain on sale of assets
Decrease (increase) in interest receivable and other assets
Increase in interest payable junior subordinated debentures
Increase Decreasgin other interest payable and other liabilities
Net cash used in operating activities
Cash Flows from Investing Activities:
Net (increase) decrease in loans
Dividends received frorsubsidiaries
Capital expenditures
Increase Decreasgin investment in subsidiaries held for disposal
Proceeds from sale of foreclosed property
Net cash (used in) provided by investinghdties
Cash Flows from Financing Activities:
Reduction in receivable from the sale of stock
Net cash used in financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

106

Years Ended December 31,

2008

2007

2006

(Dollars in thousands)

$ (34,399 $ (13,771)$ (9,278)

13,537 695 (911)
289 427 521
3,232 21 247
(3,297) 3 3

3 (191) 3

(2220) 1,875  (3,588)
8,832 8,501 7,688
3776 (624) (931)

(10,250)  (3,067)  (6,252)

4 (537) 718
3 3 1,575
18 (101) (124)
(2,282)  (1,226) 351
3 3 637
(2,260)  (1,864) 3,157
3 30 3
3 30 3
(12,510)  (4,901)  (3,095)
25747 _ 30,648 _ 33,743
$ 13,237 $ 25747 $ 30,648




Note 23-Quarterly Consolidated Financial Information (Unaudited)

First Second Third Fourth
Quarter Quarter Quarter Quarter TOTAL
(Dollars in thousands, except share data)

2008
Total interest income $ 15801 $ 14,071 $ 13548% 12,721 $ 56,141
Total interest expense 9,780 8,712 8,219 7,790 34,501
Net interest incme 6,021 5,359 5,329 4931 21,640
Provision for(reversal ofcredit losses 808 8,525 10,141 2,589 22,063
Net interest incom@oss)after provision for credit losses 5,213 (3,166) (4,812 2,342 (423)
Other noninterest income 433 457 4,661 607 6,158
Other noninterest expense 8,357 11,259 9,879 12,153 41,648
Loss from continuing operations before income taxes (2,713 (13,968 (10,030 (9,209 (35,913
Income taxexpense 44 2 88 186 320
Loss from continuing gperations (2,755 (23,970 (10,118 (9,390 (36,233

Discontinued operations:

Pretax incomé¢loss)from discontinued operations 8 (36) 493 28 493
Tax effect for discontinued operatiofiy 7 28 1,571 (2,947) (1,347
Net incane (loss)from discontinued operations 1 (64) (1,078 2,975 1834
Net loss $ (27549 % (14,039 $ (11196%$ (6,4159%  (34.399
Earnings (loss) per share:
Basic
Loss from continuing operations $ (015) $ (076) $ (055 $ (052 $ (1.98)
Discontinued operations 0.00 (0.01) (0.06) 0.17 0.10
Net Loss $ (015) $ 077) $ (061)$ (035 $ (1.88)
Diluted
Loss from continuing operations $ (015) $ (076) $ (055 $ (052 $ (1.98)
Discontinued oprations 0.00 (0.01) (0.06) 0.17 0.10
Net loss $ (015) $ 077) $ (061)$ (035 $ (1.88)
2007
Total interest income $ 15,403 $ 15,773 $ 15,688% 15,830 $ 62,694
Total interest expense 9,851 9,784 10,018 10,414 40,067
Net interest income 5,652 5,989 5,670 5,416 22,627
Provision for (reversal of) credit losses 694 (681) 5,834 566 6,413
Net interest income after provision for credit losses 4,858 6,670 (164) 4,850 16,214
Other noninterest incoen 1,795 602 227 426 3,050
Other noninterest expense 8,879 8,700 8,742 8,151 34,472
Loss from continuing operations before income taxes (2,226) (1,428) (8,679) (2,875) (15,208)
Income tax (benefit) expense 3 o] o] o) 3
Loss from continuing operations (2,229) (1,428) (8,679) (2,875) (15,211)
Discontinued operations:
Pretax income from discontinued operations 417 14) 8 6 417
Tax effect for discontinued operations 67 (1,230) 70 70 (1,023)
Net income fom discontinued operations 350 1,216 (62) (64) 1,440
Net loss $ (1,879 $ (212$ (8,74)%  (2,939)$  (13,77)
Earnings (loss) per share:
Basic
Loss from continuing operations $ 0.12) $ (0.08) $ (047)$ (0.16) $ 0.83)
Discontinued operations 0.02 0.07 (0.01) (0.00) 0.08
Net Loss $ 010 $ (00) $ (0489 $ (0.16 $ (0.7
Diluted
Loss from continuing operations $ 0.12) $ (0.08) $ 0.47) $ (0.16) $ (0.83)
Discontinued operations 0.02 0.07 (0.01) (0.00) 0.08
Net loss $ 010 $ (00) $ (0489 $ (0.16 $ (0.7

(1) At September 30, 2008, CIB Marine had a $3.5 million tax exposure liability related to its investmBilih & December 2008, CIB
Marine reached aettlement agreement whereby it agreed to pay $0.5 million for full settlement of this liability. As a result of thisrdgieeme
the fourth quarter of 2008, CIB Marine reversed the remaining $3.0 million tax liability related to the REIT througit #® cliedontinued
operations tax expense. See Notdrbme Taxes for further discussion.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

There were no disagreements or reportable events of the natuireddqlbe disclosed pursuant to Item 304 (b)
of Regulation .

ITEM 9A(T). CONTROLS AND PROCEDURES
(a) Evaluation of Disclosure Controls and Procedures

CIB Marine maintains a system of disclosure controls and procedures designed to provide reasonable
assurance that information required to be disclose@IByMarinein reports that it files or submits under the

Exchange Act is recorded, processed, summari zed and
rules and forms. Disclosure consare also designed to reasonably assure that such information is accumulated

and communicated to management, including the Chief E
(ACFOO0) , as appropriate to al | dosuret Distiesurg comrelcinceideons r e

components of internal control over financial reporting, which consist of control processes designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of finaameahssain
accordance with U.S. generally accepted accounting principles.

CIB Marinebds management, under t lteCE® and EROydvaduatedn a n d
the effectiveness of the design amd and precedures asrof o f t h
December 31, 2@ Based on this evaluation, management has concluded that the disclosure controls and
procedures were effective as of December 318200

(b)Cl B Marineds management i s r es padagsdtebinteenal tootrol oees t a b | i
financial reporting as defined in 1:3&8(f)and 151 5 ( f ) under the Exchange Act. A
over financial reporting is a process designed to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. Internal control over financial reporting includes those policies and procedures

that (i) pertain to the maintenam of records that, in reasonable detail accurately and fairly reflect the
transactions and dispositions of the assets of \@#&Bine, (ii) provide reasonable assurance that transactions are
recorded as necessary to permit preparation of financial statermerccordance with generally accepted
accounting principles, and that receipts and expenditures of CIB Marine are being made only in accordance with
authorizations of management and directors of CIB Marine; and (iii) provide reasonable assurancegregardin
prevention or timely detection of unauthorized acquisition, use or disposition ofM@lB i nedés assets th
have a material effect on interim or annual consolidated financial statements. Because of its inherent limitations,
internal control over fiancial reporting may not prevent or detect misstatements. Also, projections of any
evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because

of changes in conditions, or that the degree of compliaittethe policies or procedures may deteriorate.

CIB Marineds management, with the participation of
effectiveness of CIBMargd s i nt er nal controls over f i8basedconhel repor
framework and criteria established limternal Controlsintegrated Frameworkissued by the Committee of
Sponsoring Organizations of the Treadwaymmission. This evaluation included review of the documentation
of controls, evaluation of the design effieeness of controls, testing of the operating effectiveness of controls
and a conclusion on this evaluation. Based on this ev
control over financial reporting is effective as of December 318.200

This annual report on Form ¥ does not i ncl ude anindependentegisteted on o f
public accounting firm regarding internal control ove
to attestati on by puBlic&colvtng firm @uissiantrtoetgmpararyerules of the SEC that
permitCIBMar i ne to provide only managemenkK.6s report in th
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(c) Changes in Internal Control over Financial Reporting

There were no c haiintma comtral overl fiBancislareportmg dusng the quarter ended
December 31, 2®) that have materially affected, or are reasonably likely to materially &fecB  Ma intérmale 6 s
control over financial reporting.

ITEM 9B. OTHER INFORMATION
None.
PART IlI
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The following table sets forth the names and ages of all Directors of CIB Marine at December 31, 2008, the
positions and offices with CIB Marine held by each Director, the periatehch has held any position with CIB
Marine, the expiration of such Directords term, and a
least the past five years. CIB Marine did not hold an annual meeting of shareholders during @6020@6, or
2007. Accordingly, in order for the staggered board to be properly constituted, at the 2008 annual meeting, three
directors were elected to serve for a -gear term expiring at the annual meeting in 2009, three directors were
elected to servéor a twoyear term expiring at the annual meeting in 2010, and three directors were elected to serve
for a threeyear term expiring at the annual meeting in 2011th&t 2009 annual meeting améch subsequent
annual meeting, only one class of directaifi be elected to serve for a thrgee a r term until s uch
successors have been duly elected and qualifiTeede or unt
are no family relationships between any Director or executive officEiB Marine.

Directors
Term
Expired or
Serving Scheduled to Position with CIB Marine or Other
Name and Age Since Expire Principal Occupation and Other Directorships
Charles E. Baker @ 2008 2010 Director of CIB Marine since January 2008;r&itor of

Marine Bank since July 2006; Director of Central lllino
Bank since February 2009; Partner at Ernst & Young L
an accounting, tax and advisory services firm from 196
2005; Senior Technical Advisor at Clifton Gunderson L
an accounting, ax and consulting services firm fro
January 2006 to present; Director of Northe
Communications of Wisconsin and Aurora Health C|
from 2006 to present.

Norman E. Baker (62) 1988 2009 Chairman of Central lllinois Bank from February 2004
March 2006 Director of Central Illinois Bank from 1988 {
December 200and since February 200Birector of CIB

Indiana, from 1998 until its merger into Mariiisconsin
in August 2006; Director of Maring/isconsin from 2006
to December 200and since February 200€hairman of]
Marine-FSB from February 2004 to June 2005 and Dire
of MarineFSB from October 1999 until its merger in
MarineWisconsin in March 2006. President and CH
Executive Officer of Estoy Pronto, Inc., a consulting ¢
investment company, rsie July 1994,

W. Scott Blake (48) 1987 2009 Chairman of CIB Marine from February 2004 to Mat
2007; Chairman of Marin&Visconsin since March 200¢
Director of MarineWisconsin since December 200
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Director of Central lllinois Bank since February 20(
Manager of CIB Marine Capital LLC since 2001; 4
Director of MICR, Inc.from 2000 until its dissolution in
January 2008President of Blake Capital Corp., a real es
development, investment and property manager
company, since July 1993.

Stanley JCalderon (63)

2004

2011

Chairman of CIB Marinefrom March 2007to February
2009 President and Chief Executive Officer of CIB Mari
from April 2004 to March 2007; Director of the followin
bank and nonbank subsidiaries of CIB Marine: Cen
Illinois Bank since December 2004, Marifféisconsin
since February 2005, Citrus Bafitkm February 200%until

its merger into CIB Marine in August 200&IB Marine
Information Services, Inc. since March 200a8nd CIB
Marine Capital LLC since September 20@8ior tojoining

CIB Marine, Mr. Calderon wagxecutive Vice Presider
and Manager of Middle Market Banking for the Midwg
Region of Bank One from 1999 to 2003.

John P. Hickey, Jr. (61)

2007

2010

Chairman of CIB Marine sincEebruary 2009Director of
CIB Marine since May 2007; President and Chief Execu
Officer of CIB Marine since March 2007; Directg
President and CEO of Marine since April 20@8rector of
Central Illinois Bank since February 2008; Director of C
Marine Capital LLC since September 20@8d Director of
Citrus Bank, N.A. from March 2007 until its merger w
CIB Marine in August 2008Prior to joining CIB Marine,
Mr. Hickey was Senior Vice President of Business Bank
at Guaranty Bank in 2006; and from 2001 to 2005 H
senior managemergositions with Marsh McLennan, firg
as Managing Director of the Western region, then as|
Managing Director of a substantial business segment o
company”

Steven C. Hillard (46)

2004

2011

Director of CIB Marine from 1991 to 2002 and sin
Septerber 2004; Director of MICR, Incfrom December
2004 until its dissolution in January 2008; Director
Marine Bank since February 2009; Director of Cen
Illinois Bank from 1992 to 2002 and since February 20
President of HILMUN Holdings, Inc., a divafied holding
company with interests in manufacturing and finan
investments, since September 19Ptesident and CEO ¢
HL Precision Machining, Inc., a manufacturer of precis
parts and components, since July 20@ef Executive
Officer and Chairran of the Board of Pinnacle Do
Company, a distributor and installer of garage dofvesn
September 19920 July 2007 Managing member o
HILMUN Development, LLC, a real estate developm
company,from 1993to 2008 and Chairman, President a
Chief Executive Officer of Strategic Capital Bancorp, In
from November 2002 to September 2684.

Gary L. Longman (60)

2004

2011

Director of Central lllinois Bank and Marine Bank sin
February 2009President of Sunny Ridge Family Center,
adoption agency, ste June 2003; President of G
Longman Consulting, a consulting business, since Jar
2001; Partner at KPMG, LLP, an accounting, tax
advisory services firm from 1980 to 2000.

Donald M. Trilling (78)

1987

2009

Chairman of the Board of CIB Marinegoin Septembe
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1987 to February 2004; Director of Central lllinois B4
from 1987 to April 2004and since February 2009; Direct
of Marine Bank since February 2008ales Representatiy
at TTT, a phone service company, since January 2
Secretary of Ilini Tile Distributors Inc., an importer an
distributor of ceramic tiles, from 1983 to 2082.

Howard E. Zimmerman8Q) 1987 2010 Director of Central lllinois Bank and Marine Bank sin
February 2009; Retired; Chairman of the Board

Zimmerman Real Esta Group, a real estate appraisal &
consulting company since 1986.

(1) Effective February 1, 2009, Mr. Calderon resigned from his position as Chairman of the Board of Directors of CIB idavias a
succeeded by Mr. John P. Hickey, Jr. Kalderon remains a director of CIB Marine.

(2) In September 2003, lllini Tile Distributors, Inc. entered into liquidation through an assignment for the benefitarsarader lllinois law.

(3) On March 31, 2009 CIB Marine acceptdd . B | a k eod fsom mllebeardgasitions with CIB Marine and its affiliates.

4)O0n April 14, 20009, CIB Marine accepted Mr. Hi Il |l ar dddBoardssof gnati on
Directors of its affiliates and subsidiaries.

Exeautive Officers

Information regarding executive officers is included as a supplemental item at the end of Item 4 part | of this
Form 10K.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires executive offiard Directors, and persons who own more than ten
percent of a registered class of CIB Marinedbds stock, t
SEC. Executive officers, Directors and greater than ten percent shareholders arel feg8EC regulation to
furnish CIB Marine with copies of all Section 16(a) forms they file.

Based solely on its review of the copies of such forms received by it, or written representations from certain
reporting persons that no Annual Statement of ChargeBeneficial Ownership of Securities on Form 5 were
required for those persons, CIB Marine believes that, for the period January 1, 2008 through December 31, 2008, its
executive officers and Directors complied with all filing requirements applicalthesio.

Code of Ethics

CIB Marine has adopted a Code of Ethics (the ACodeo)
and employees. A copy of the Code may be access€lloB M a websgiteeafive/w.cibmarine.com bylicking
on the ACode of Ethics Policyo link in the Corporate G

Audit Committee & Audit Committee Financial Expert

CIB Marinebs Board of Directors has established an Au
of CIl B Marineds financi al reporting, internal controls a
comprised Directors C. Baker, Hillard, Longman, Trilling and Zimmerman. Mr. Charles Baker was appointed to the
Committee in April 2008. Mr.Lopgman serves as the committeeds Chair man.

The Board has adopted a written charter for the Audit Committee setting forth the specific duties, responsibilities
and authorities of the committee. The chaClitRr Masi mes@s |
website atvww.cibmarine.com

The Board of Directors has determined that all of the members of the Audit Committee satisfy the independence

requirements of Nasdaq. In addition, the Board has dateenrd t ha't Messr s. Longman and
commi ttee financial expertsd as such term is defined b
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In November 2008, the Audit Committee established aceubmittee, the Accounting Issues Committee, to
assist it in addressing the cormplaccounting issues facing the Compamjembers of the Accounting Issues
Committee meet as core accounting issues arise that require further oversight and independence from management.

ITEM 11. EXECUTIVE COMPENSATION

The following table sets forth tteash and nowgash compensation for the last two fiscal years, where applicable,
awarded to or earned Iyl B M a maimedexet\giveofficers.

SUMMARY COMPENSATION TABLE
All Other
Option Compensation

Name and Principal Position Year Salary ($) Bonus ($) | Awards ($)¥ %)@ Total ($)
John P. Hickey, J? 2008| $ 268,400 $ 3 |$ 3| $ 8,779 $ 277,175
Chairman of the Board of Directors| 2007 | $ 249,846| $45,006"® | $ 4,783 $ 12,046| $ 311,675
President and CEO
Edwin J. Depenbrd® 2008 | $ 3| ¢ 3 | $ 3| $ ) $ 3
Senior Vice President and 2007 | $ o) $ o) $ o) $ o] $ S)
Chief Financial Officer
Charles J. Ponicfi 2008| $ 206,462 $ 3| $ 3| $ 7,064 $ 213,526
Senior Vice President and 2007| $ 84,615 $ 6] $ 129 $ 1,719| $ 86463
Chief Credit Officer
Michael L. Rechkemmer 2008 | $ 185,815 $ 8 $ 6] $ 6,759 | $ 192,574
Executive Vice President and 2007| $ 180,000/ $ 15,0067 | $ 5| $ 9,616 | $ 204,616
Chief Operations Officer

(1) Represents grants of options to purch@de B M a coinmoadiosk made pursuant t6IB Maringd stock option plan. This column
shows the dollar amount of expense recognize B/ Marine for financial reporting purposes in 2008 in accordance with Financial
Accounting Standar dis2 3\®0a.) ,1 2d3iRs r(efigsalr AS nNjo . a d j foralt omtstanding stdcloaptiopsot ent i al
granted to eachamedexecutiveofficer. See Item 8, Note L Summary of Significant Accounting Policies SteBlased Compensation
contained in Part Il othis 2008 Form 1€K for a discussion of the assumptions made in the valuation of these option awards. Under SFAS
No. 123R, the fair value of option awards is recogdias expense over the vesting period of the award.

2 The table below provides the details of amo namedsxecutiveofficerdTeed i n t he
perquisites are valued for disclosure purposes at their incremertted €98 Marinein accordance with SEC regulations.

(3) On March 2, 2007, Mr. John P. Hickey succeeded Mr. Stanley Calderénl a8 Ma Presidentand CEO. Mr. Hickey was an
employee of Marine Bank prior to being appoin@dl B M a Présideaté@rsd CEO.

(4) This amount includes a $30,000 signing bonus paid by Marine Bank to Mr. Hickey pursuant to the terms of his employment agreemen
with Marine Bank in connection with his position as President and CEO of the bank.

(5) During 2006, Messrs. Hickey and Rechkemmerenmgrovided with compangwned automobiles for their use. In 2007, CIB Marine
terminated this perquisite, and Messrs. Hickey and Rechkemmer were each paithse greyment of $15,000 in lieu of the continued
program.

(6) On January 7, 2008, Mr. Depenbrok veggpointedC | B M a ChiefiFmanaial Officer, to succeed Mr. Steven T. Klitzing, who resigned
in November 2007. Prior to being nameéd B M a ChieffFmanaial Officer, Mr. Depenbrok, via his firm, dbrok group, LLC, was hired
by CIB Marineas a consudint to provide various financial management services. Mr. Depenbrok serves asmphayee officer of CIB
Marine. During fiscal year 2008, CIB Marine paid dbrok grdupC $230,775 for its services; $220,600 of which was for work performed
by Mr. Depenbok.

(7) Mr. Charles J. Ponickivas appointed Chief Credit Officer effective January 7, 2608r to being name@€ | B Ma €hiehCGreilis
Officer, Mr. Ponicki was employed by Marine Bank and then hired by CIB Marine as its Senior Vice Pre€idelit Admhistration in
October 2007.

Life
Insurance 401(k) Car Parking/
Name and Position Year Premiums Match Allowance Club Dues Transit Total
John P. Hickey, Jr. 2008 $ 1,875/ % 6,900 $ o | $ o |3 o |$ 8,775
Chairman of the Board of Directors,| 2007 1,866 6,750 3,430 0 0 12,046
President and CEO
Edwin J. Depenbrok 2008 $ o |$ o | $ o | $ o | $ o | $ o}
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Senior Vice President and 2007 0 o) 0 o) 0 5]
ChiefFinancial Officer

Charles J. Ponicki 2008 $ 1,186/ $ 5,878| $ o) $ 5] $ o |$ 7,064
Senior Vice President and 2007 296 1,423 0 0 0 1,719
Chief Credit Officer

Michael L. Rechkemmer 208 $ 1,185/ $ 5574 $ 0 $ 0 $ o |$ 6,759
Executive Vice President and 2007 1,176 5,882 1,077 o] 1,481 9,616
Chief Operations Officer

Employment Agreements

In October 2007CIB Marine entered into an empyment agreement with Mr. Hickeits President and CEO,

which continues until June 1, 2010 and provides for a minithase salary of $260,000 per year, and 50,000 stock

options pursuant t&€ | B

provides for severance equal to continued salary for the remainder of the term of the agredmnent if

Ma stack aptios plan which were granted on May 31, 200 agreement also

Hickey'semployment is terminated kyIB Marinefor other than cause or he terminates his employmentGih
Marine for good reasorfas defined in the agreement), including a change in control of CIB Marine. Mr. Hickey

voluntarily agreed to waive the minimum salary provision in his employment agreement for the period between
January 12, 2009 and June 30, 2009, taking a 15% reductios rase salary, pursuant to a plan adopte@IBy
Marineto reduce the compensation of its senior executive officers.

Retention Bonus Agreements

In the first quarter 0f2009, theC o mp a rtCgnipensation and StocOption Comnittee authorized the

implementation of retention bonuses for the following named executive offitehs P. Hickey, Jr., Charles J.

Ponicki andMichael L. Rechkemmer, in addition to certain other officers of the Company. The retention bonuses
are designed to provide an incentive for the executive officers to remain in management positions with the Company
through the restructuring of the trust feneed securities, the implementation of various cost cutting measures at the
Company and the consolidation of Central Illinois Bank and Marine Bank. Each of the executive officers who

remains employed by the Company through his retention bonus paymerijaia¢ 30, 2009 for Mr. Rechkemmer
September

and

sal ary. I n

30,
addi ti

2009
on,

f

i f

or
any

Messr s.

executive

Hi ckey

of fi

and
cer &8s

reduction in force, such officer will have their retention bonus calculated on thereduretion salary as of

December 31, 2008.

401(k) Plan

Cl B Ma401i(k plan $s a taxjualified retirement plan the covers all eligible employees generallygdimg)

the namedexecutiveofficers. An employee can elect to defer a percentage of his or her compensation daxa pre

basis, up to a maximum in 28@f $15,500, or $20,500 if age 50 or over, &I8 Marine contributes a matching

contribution of 50% up t& %
on behalf of eaclmamedexecutiveof f i

of

t he
cer

are i

ncl

uded

n

t he

AAl I

Compensation Tablabove CIB Marine provides no other retement benefits foits executives, including the

namedexecutiveofficers.

OUTSTANDING EQUITY AWARDS AT FISCAL YEAR -END

This table sets forth the information for eadmedexecutiveofficer with respect to each grant of stock options

outstanding as ddecembe

r 31, 2008.
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Option Awards

Number of Number of
Securities Securities
Underlying Underlying
Unexercised Unexercised Option
Options (#) Options (#) Exercise Option
Name Exercisable Unexercisable Price ($) Expiration Date
John P. HickeyJr. 10,000 40,000" $4.10| 05/31/2017
10,000 15,00¢” 4.10| 11/16/2016
10,000 15,006 4.10| 03/30/2016
Edwin J. Depenbrok o) 0 o) o)
Michael L. Rechkemmer 7,050 0 16.23| 07/29/2009
10,190 0 18.40| 07/27/2010
9,830 0 22.89| 11/29/2011
12,000 8,000 4.10| 09/29/2015
8,000 12,0067 410| 11/16/2016
Charles Ponicki 5,000 20,006 3.70| 11/30/2017

exercisable on May 31, 2012.

Onefifth of these options became fully exercisable on November 16, 2007iftbnieecame fully exercisable on Nember 16, 2008,
onefifth become fully exercisable on November 16, 2009 -fiftte become fully exercisable on November 16, 2010, andfifthe

become fully exercisable on November 16, 2011.
Onefifth of these options became fully exercisable on March280y, ondfifth of these options became fully exercisable on March
30, 2008, ondifth of these options become fully exercisable on March 30, 2009fiftmef these options become fully exercisable
on March 30, 2010, and offiéth of these options beconfelly exercisable on March 30, 2011.
Onefifth of these options became fully exercisable on September 29, 2008ftliecame fully exercisable on September 29, 2007,

onefifth became fully exercisable on September 29, 2008;fifthebecome fully exezisable on September 29, 2009, and-fiftle

become fully exercisable on September 29, 2010.
Onefifth of these options became fully exercisable on November 30, 2008ifthnigecome fully exercisable on November 30, 2009,

onefifth become fully exercisdb on November 30, 2010, ofiith become fully exercisable on November 30, 2011, andfifthe

become fully exercisable on November 30, 2012.

cer os

cer 6s
outstandi

empl oyment

ter mi

ng options

termination, but in no event later than the expiration date of such options.

DIRECTORS' COMPENSAT ION

vest

nates
and

Onefifth of these options became fully exercisable on May 31, 2008fifthéoecome fully exercisable on May 31, 2009, difigh
become fily exercisable on May 31, 2010, cfith become fully exercisable on May 31, 2011, and-fifte become fully

bnamed eason

may

be

For fiscal year 2008, the Board agreed to forego fhyment of the normal retainer for all Board members
except for Mr. Calderon, the Chairman of CIB Marine, who would be paid an annual retainer of $15,000 in quarterly
installments. Noremployee Directors received a fee of $1,000 for each CIB Marine Boeeting attended, except
that the Chairman of the Board of Directors was paid $2,000 per each Board meeting attended.. Directors serving on
the Audit, Executive, Litigation, Investment, Executive Loan, and Accounting Issues Committees received a fee of
$1,000, $1,000, $300, $300, $300 and $300, respectively per meeting attended, except that the Chairman of the
Audit Committee was paid $2,000 per Audit Committee meeting attended. In addition, the Chairman of the Audit
Committee was paid an annual retaine650,000 in quarterly installments. Employees of CIB Marine, receive no
fees for their service on the Boards of Directors or committees of CIB Marine or its affiliates and subsidiaries.

In January 2009, the Compensation and Stock Option Committee retluceel Di r ect or s 6

Marine Board meeting attended from $1,000 to $500.
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The following table sets forth all compensation paid to ea¢hlofB M a monempldyse Directors in 2008:

Fees Earned or Paid | Option Awards
Name in Cash ($) (OR Total ($)
Charles E. Bak& $26,700 0 $26,700
Norman E. Baker 31,200 0 31,200
W. Scott Blak€&’ 35,700 3 35,700
Stanley J. Calderon 75,90 ) 75,90
Steven C. Hillarf’ 21,000 3 21,000
Gary L. Longman 42,500 0 42,500
Donald M. Trilling 22,000 0 22,000
Howard Zimmerman 22,000 0 22,000

(1) There were no options granted to directors during 2008. As of December 31, 2008, the Directors had the following amounts of
outstanding options: Charles E. Bakd¥; Norman E. Bakeir 18,050; W. Scott Bikei 48,050; Stanley Calderan90,000; Steven C.
Hillard i 0; Donald M. Trillingi 18,050; and Howard E. Zimmermari8,050.
(2) Mr. Baker was appointed to the BoafdCIB Marinein January 2008.
Cl B Ma r iomfem its Boaed ot Dérectord) commitBekbsaok thedBoardr ang allg n a t
Boards of Directors of its affiliates and subsidiaries.
ClIB Marine accepted
Boardsof Directors of its affiliates and subsidiaries

3 On March 31, 2009,

(4 On April 14, 2009,

Mr . Hill ardods

Iresignati

Mr. Hickey is not included in this table since he imamed executive officer and received no additional

compensation for service as a director.

Directors are reimbursed for any enaftpocket expenses ély incur.C1 B
directors ofits subsidiaries receive compensation from such subsidiaries in varying amounts based on the director
compensation schedules of such subsidiaries. Messrs. C. Baker, Blake and Calderon weralifeetongyin 2008
to be paid such compensation and their fedsich are included in theotals abovetotaled $5,500; $5,700; and

$15,800, respectively.
COMPENSATION COMMITT EE

CIl B Marineods Boar

Zi mmer man served as

d of Di

the co

rectors has

mmitteeobs

Ma Directoesévgho are also

Chair man.

establ

shed a Co
Board in esthlishing policies relating to executive compensation, determine the salary and bonus of named
executive officers, recommend to the Board the adoption of, or any substantive amendments to, any employee
benefit or longterm executive compensation plan or gnam in which named executive officers participate, and

administer the stockased plan of CIB Marine. As of December 31, 2008, the membership of the committee
comprised Directors C. Baker, N. Baker, Blake, Calderon, Hillard, Longman, Trilling and Zimmeamé Mr.

The Board has adopted a written charter for the Compensation and Stock Option Committee setting forth the
specific duties, responsibilities and authorities of the committee. The charter is available t h e
ovivw.tibmarineComtmp any 6 s web s

Governanceo section

t e

at

ACor por

The Board of Directors has determined that all of the members of the Compensation and Stock Option
Committee except Mr. Caldencsatisfy the independence requirements of Nasdaqg.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND

RELATED STOCKHOLDER MATTERS

Equity Compensation Plan Information

Securities Authorized for Issuance Under Equity Compensatiof®lans
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The following table provides information as of December 31, 2008, regarding shares outstanding and available

for issuance under CIB Marineds existing equity
Equity Compensation Plan Information(1)
Number of Weighted- Number of securities
securities to be average exercise  remaining available for
issued upon price of future issuance under
exercise of outstanding equity compensation
outstanding options, plans (excluding
options, warrants warrants and securities reflected in
Plan category and rights rights column (a))
_ _ _ @ (b) ©
Equity compensation plans approved by security holders 1,101,617 $ 6.16 534,113
Equity compensation plans not approved by security holders o] o] o]
Total 1,101,617 $ 6.16 534,113

(1) See ltem 8, Note-Bummary of Significant Accounting Polici&ockBased Compensation and Note3®ck Option Plans in Part Il of

this Form 16K for additional information regarding | B M a stockibaséd cmpensation plans.

Stock Ownership of Certain Beneficial Owners and Management

director of CIB Marine, (3) each of temedexecutiveofficers, and (4) all directors and executiveicdfs of CIB

compen:

The following table sets forth, as Bebruary 2820, the number of shares of common stock of CIB Marine
beneficially owned by (1) each stockholder believed by CIB Marinket@ beneficial owner of more than five
percent of the outstanding common stock of CIB Marine, based on information available to CIB Marine, (2) each

Marine as a groupExcept as otherwise indicated, each person listed has sole voting and investment power over
shares beneficially owned. For purposes of this table, all references to the right to acquire shares within 60 days
refers to the 6@ay period commencinigebruary 28200®.

Beneficial Owner

Beneficial Ownership of
Common Stock

Amount and Percentage of
Nature of Beneficial Common Stock
Ownership® Outstanding
5% Stockholders
Bradford M. Johnson
P.O. Box 8208
Shawnee MissiarkS 662088208 1,116,378 6.09%
Named Executive Officers and Directors
Charles E. Baker o) *
Norman E. Baker 387,50¢° 2.119%4Y
W. Scott Blake 192,150 1.059%4%
Stanley J. Calderon 90,167 B
Edwin J. Depenbrok 3 " *
John P. Hickg, Jr. 35,003% *
Steven C. Hillard 165,034 B
Gary L. Longman o} *
Charles J. Ponicki 5,000% *
Daniel J. Rasmussen 2459819 *
Michael L. Rechkemmer 58,068 *
Patrick J. Straka 49 8% *
Donald M. Trilling 215,538 1.18%
Howard E Zimmerman 125,650 *
All Directors and Executive Officers as a group (14 persons) 1,348,593 7.35%°)

* Less than one percent

@
@

Unless otherwise indicated, the nature of beneficial ownership for shares shown in this columnosreplnd investment power. The

information contained in this column is based upon information furnished to the Company by the persons named above.
Based solely on information provided in FormG3iled with the Securities & Exchange Commission by bersfawner.
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3) Includesl18,050shares Mr. Baker has the right to acquire within 60 days upon the exercise of stock options.
4) Percentage is calculated on a partially diluted basis, assuming only the exercise of stock options by such individualexbicishle
within 60 days.
(5) Includes58,050 shares that Mr. Blakedhthe right to acquire within 60 days upon the exercise of stock options, and 60,000 shares held
in two trusts for the benefit of Mr. Bl a ktedwrers, end fohwdich,Mr. Blake whi c h |
disclaims beneficial ownership of the sha®@sn March 31, 2009, CI B Mar i ne akbposittienpwitad Mr . Bl
CIB Marine andts affiliates
(6) Includes90,000 shares that Mr. Calderon has the right to acquire within 60 days upon the exercise of stock options.
(@) On January 7, 2008, Mr . Depenbrok was appointed CIB Marineds C¥
resignedn November 2007.
(8) Includes35,000 shares that Mr. Hickey has the right to acquire within 60 days upon the exercise of stock options.
9) Includes 5,000 shares that Mr. Ponicki has the right to acquire within 60 days upon the exercise of stockMopGbades J. Ponicki
was appointed Chief Credit Officer effective January 7, 2008
(10) Includes24,047 shares that Mr. Rasmussen has the right to acquire within 60 days upon the exercise of stock options.
(1)  Includes47,070 shares that Mr. Rechkemmer has the righttpire within 60 days upon the exercise of stock options.
(12) Includes 1,400 shares jointly owned by Mr. Straka and his wife, 6,300 shares owned by partnerships with respect to Stadta Mr.
shares voting and investment power, afd85shares that Mr. &ka has the right to acquire within 60 days upon the exercise of stock
options.
(13) Includes 68,705 shares held in a trust for the benefit of Mr. Trilling's wifel8@b0shares that Mr. Trilling has the right to acquire
within 60 days upon the exercisestbck options.
(14)  Includesl8,050shares Mr. Zimmerman has the right to acquire within 60 days upon the exercise of stock options.
(15) Percentage is calculated on a diluted basis, assuming the exercise of all stock options which are exercisable withinid\ddyals
included in the above table.
(6) On April 14, 2009, CI B Mar i ne alpasiioapwitteGIB Mdrnine aniti$ iaffilitesr d 6s r esi gnati on

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

Transactions with Related Persons

During 20@®, Directors and executive officers of CIB Marine, as well as members of their immediate families
and various corporations and other entities associatedtivdtiirectors, were clients of and had transactions with
the Banksin the ordinary course of business. These transactions included loans and deposits. Similar transactions
may occur in the ordinary course of business in the future. All loans were madwap@ferential basis and did
not involve more than the normal risk of collectibility or present other unfavorable terms.

Review, Approval or Ratification of Related Party Transactions

CIB Marine has various policies and procedures, including its ©@béthics, annual questionnaires completed
by all directors and executive officers, and regulatory compliance requirements (including Regulation O, which
restricts loans by the subsidiary banks to directors, executive officers, principal stockholdéresiraaffiltates and
requires approval by the board of directors of the banks for certain such loans), all of which are designed to identify
transactions or relationships that may constitute conflicts of interest or otherwise require disclosure undbteapplic
SEC rules. When such a transaction or relationship is identified, the Board of Directors of CIB Marine evaluates the
transaction or relationship and determines if the transaction is permissible or a prohibited conflict of interest.

Director Indepenance

The Board has determined that each of the following
defined in Nasdaq Marketplace Rd4i200(a)(15): Charles E. Baker, Norman E. Baker, W. Scott Blake, Steven C.
Hillard, Gary L. Longman, Donald Mrrilling and Howard E. Zimmerman. Stanley J. Calderon and John P. Hickey,

Jr. are not independent under the Nasdaq rule since Mr. Hickey is currently a CIB Marine officer, and Mr. Calderon
was an officer of CIB Marine within the last three years.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
The following table presents fees for professional audit services render&ll b  Ma indepeaders

registered public accounting f iitsannu PnishGial &tdiefen(s foKIDOBGO0 ) f ©
and 2007, and fees billed for other services rendered by KPMG.
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2008 2007

(Dollars in thousands)

Audit fees $ 548 $ 467
Audit related fee§” 64 48
Tax fees? 104 152
Total fees $ 716 $ 667

(1) Audit related fees ingred and paid b€ | B Ma ESOR a&né 401(k) Plans.
(2) Tax fees consisted of fees for tax consultation and tax compliance services.

The audit committee prapproves all auditing services and permitted -aodit services provided by the
independent autbrs. These services may include audit services, -aeldited services, tax services, and other

services. The audit committee mpproved all services performed by the independent auditors in 2007.

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCH EDULES

(a)(2) Financial Statements

The following financial statements of CIB Marine are filed as a part of this document Radell, Item 8,

Financial Statements and Supplementary Data.

Too oo oo o o o

Report of Independent Registered Public Accounting Firm.

Corsolidated Balance Sheets as of December 318 260 207.

Consolidated Statements of Operations for the Years Ended December@2&B0and 206.
Consolidated Statements of Stockhol d&20dandBG.ui t y
Consolidated Statements of Cash Flows for the Years Ended December@2MU@&nd 20@.
Notes to Consolidated Financial Statements.

(a)(2) Financial Statement Schedules

All schedules have been omitted as the required information is eithedidadybg or included in the Notes to

Consolidated Financial Statements containddart |1, Item 8of this Form 16K.

(2)(3) Exhibits

Exhibit No.

Exhibit

3.1

3.2

*10.1

*10.2

*10.3

Amended and Restated Articles of Incorporation of CIB Marine Bancshares
(incorporaed by reference to Exhi-Kfiladwit thé Setudtie:
and Exchange Commission on October 31, 2005).

Bylaws of CIB Marine Bancshares, Inc. (incorporated by reference to Exhibit 3.2 t
Mar i ne 6 s-K filed rwith the Gecurities and Exchange Commission on Octobel
2005).

CIB Marine Bancshares, Inc. 1999 Stock Option and Incentive Plan, as amended (inco
by reference to Exhibit -Kifled tith the Se€uritBs ah
Exchange Comimsion on March 31, 2003).

First Amendment to the CIB Marine Bancshares, Inc. 1999 Stock Option and Incentiy
(incorporated by reference to Exhibit 20t o CI B Mar i Kefied withr the
Securities and Exchange Commission on Octobe305).

CIB Marine Bancshares, Inc. 1999 Stock Option and Incentive Plan Key Employee
Qualified Stock Option Agreement (incor
Form 8K filed with the Securities and Exchange Commission quteSsber 23, 2005).
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Exhibit No. Exhibit
*10.4 CIB Marine Bancshares, Inc. 1999 Stock Option and Incentive Plan Key Employet
Qualified Stock Option Agreement (accelerated vesting upon sale of subsidiary
(incorporated by refer enc em8&KdledwiththelSecuriti
and Exchange Commission on September 23, 2005).

*10.5 CIB Marine Bancshares, Inc. 1999 Stock Option and Incentive Plan Key Employet
Qualified Stock Option Agreement (accelerated vesting upon sale of subsidiary
(i ncorporated by reference t-fildwithithe Securitg:
and Exchange Commission on November 16, 2006).

*10.6 CIB Marine Bancshares, Inc. Severance Pay Plan (incorporated by reference to Exhibi
Cl B Ma rorm8Xofied viath the Securities and Exchange Commission on April
2005).

*10.7 Employment Agreement between John P. Hickey, Jr. and CIB Marine Bancshare

(incorporated by reference <K iledRixhhihe Bacuries
and Exchange Commission on October 23, 2007).

108 Written Agreement between CIB Marine and the Federal Reserve Bank of C
(incorporated by reference tKdiledEwiththelSecuritie
and Exchange Commission dane 1, 2004).

10.9 Agreement between Edwin J. Depenbrok and CIB Marine Bancshares, Inc. (incorpor
reference to Exhibit -KYed with theCSedritiesl and iIExclead
Commission on January 7, 2008)

10.10 Amendment to Agrement between Edwin J. Depenbrok and CIB Marine Bancshares
(incorporated by reference tKdiledBniththelSecuritie
and Exchange Commission on October 6, 2008.

10.11 Form of Retention Bonus Agreement for ExeeatOfficers and other employees.

14.1 Code of Ethics (incorporated by r e fKefitea
November 2, 2004).

21 Subsidiaries of CIB Marine
23.1 Consent of KPMG LLP
31.1 Certification of John P. Hickey, Jr.hief Executive Officer, under Rule 1-3d(a)/15d14(a).
31.2 Certification of Edwin J. Depenbrok, Chief Financial Officer, under Rulel¥3a)/15d14(a).

32.1 Certification of John P. Hickey, Jr., Chief Executive Officer, pursuant to 18 U.S.Cos
1350, as adopted pursuant to Section 906 of Sariaxley Act of 2002.

32.2 Certification of Edwin J. Depenbrok, Chief Financial Officer, pursuant to 18 U.S.C. S
1350, as adopted pursuant to Section 906 of Sarb@mxésy Act of 2002.

Pursuanhto Item 601(b)(4)(iii)(A) of Regulation &, CIB Marine is not filing certain documents. CIB Marine
agrees to furnish a copy of each such document upon the request of the Commission.

*  Indicates management contracts and compensatory arrantgeraquired to be filed pursuant to Item 15(b) of this Annual Report.

(b) Exhibits
See Item 15(a)(3)

(c) Financial Statement Schedules
See Item 15(a)(2)
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities ExchangelB8dpthe registrant has
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

CIB MARINE BANCSHARES, INC.
(registrant)

By: /s/ JOHN P. HICKEY, Jr.
Date:April 15, 20® John P. Hickey, Jr.

Chairman of théBoard of Directors

President and Chief Executive Officer

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the
following persons on behalf of the Registrant and in the capacities and on thendated.

Signature Title Date
/s/ JOHN P. HICKEY, Jr. Chairman of the Board of Directors April 15, 200
John P. Hickey, Jr. President and Chief Executive
Officer (Principal Executive Officer)
/s/|EDWIN J. DEPENBROK Chief Financial Office(Principal April 15, 200
Edwin J. Depenbrok Financial and Accounting Officer)
/s NORMAN E. BAKER Director April 15, 20
Norman E. Baker
/sl CHARLES E. BAKER Director April 15, 2009
Charles E. Baker
/sl STANLEY J. CALDERON Director April 15, 2009
Stanley J. Calderon
/s/ GARY L. LONGMAN Director April 15, 2009
Gary Longman
/s DONALD M. TRILLING Director April 15, 2009
Donald M. Trilling
/sl HOWARD E. ZIMMERMAN Director April 15, 2009

Howard E. Zimmerman
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SUBSIDIARIES OF CIB MARINE BANCSHARES, INC.

DIRECT SUBSIDIARIES

INDIRECT SUBSIDIARIES

Exhibit 21

STATE/JURISDICTION OF
INCORPORATION

CIB MARINE BANCSHARES, INC.
Central lllinois Bank

CIB Construction, LLC

First Ozaukee Capital Corp.

CIB Marine Information Services, Inc
Mortgage Services, Inc.

CIB Marine Capital Trust |

CIB Statutory Trust Il

CIB Statutory Trust IV

CIB Statutory Trust V

CIB Marine Capital, LL&

Canron Corporatiof?

Marine Bank

Wisconsin Corporation

lllinois CommercidBank

lllinois Limited Liability Company
Michigan Corporation

Wisconsin Corporation

Wisconsin Commercial Bank

Marine Investment Corporation Nevada Subsidigr

Illinois Corporation

Illinois Corporation
Delaware Business Trust
Connecticut Statutory Trust
Connecticut &tutory Trust
Delaware Business Trust

Wisconsin Limited Liability Company

(1) CIB Construction owns 84% of the outstanding stock of Camtuoh filed for dissolution in December, 2006
(2) During 2003, CIB Marine ceased to offer new loans through CIB Marine Capital and began winding down its affairs, inelsgilegaihd

collection of outstanding loans.
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Exhibit 23.1

Consent of Independent Reqgistered Public Accounting Firm

The Board 6Directors
CIB Marine Bancshares, Inc.:

We consent to incorporation by reference in the registration statements (N85BB8B No. 33372949 and No.

333-87268) on Form 8 of CIB Marine Bancshares, Inand subsidiariesf our report datedpril 15, 200, with

respecto the consolidated balance sheets of CIB Marine Bancshares, Imtesidiaries as of December 31, 300

and20G, and the related consolidated statements of operat
years in the tteeyear period ended December 31, 0@hich report appears in the December 31,82@hnual

report on Form 1K of CIB Marine Bancshares, Inand subsidiaries

Our report dated April 3, 2009 contains an explanatory paragraph that states thatthea@@ns i nabi | ity to
its obligations with regardo the trust preferred securitie) addition toits continued net losses, and in
consideration of exigg regulatory matters, raisibstantial doubt about its ability to continue as a going concern.

The consolidated financial statements and financial statement schedules do not include any adjustments that might
result from the outcome of that uncertgint

/sl KPMG LLP

April 15, 2000



Exhibit 31.1
CERTIFICATION
I, John P. Hickey, Jr., Chief Executive Officer of CIB Marine Bancshares, Inc., certify that:
1. | have reviewed this annual report on FormKL6f CIB Marine Bancshares, Inc.

2. Based ormy knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respebetpériod covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
regstrant as of, and for, the periods presented in this report;

4.The registrantds other certifying officer(s) and |
controls and procedures (as defined in Exchange Act Rule$3(8xand 15d.5(¢)) and internal control over
financial reporting (as defined in Exchange Act Rules15) and 15€15(f)) for the registrant and have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed wder our supervision, to ensure that material information relating to the registrant, including
its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of finath statements for external purposes in accordance with
generally accepted accounting principles

¢ Evaluated the effectiveness of the registrantoés di
report our conclusions about the effectivenefsthe disclosure controls and procedures, as of the end of
the period covered by this report based on such evaluation; and

d Disclosed in this report any change in the registre
during the registant 6 s mo st recent fiscal quarter (the regi
annual report) t hat has materially affected, or i

internal control over financial reporting; and

5. Theegi strantdés other certifying officer(s) and | have
control over financi al reporting, to the registrantd
directors (or persons perfomg the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financi al reporting which are reasonably Ilikely to
summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrantédés internal control over fine

Date:April 15, 200 By: /s/ John PHickey, Jr.
John P. Hickey, Jr.
Chairman of the Board of Directors
President an€hief Executive Officer




Exhibit 31.2
CERTIFICATION
I, Edwin J. DepenbrgkChief Financial Officer, of CIB Marine Bancshares, Inc., certify that:
1. | have reviewedhis annual report on Form 40 of CIB Marine Bancshares, Inc.

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the canccesstunder which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respts the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

4.The registrantds other certifying officer(s) and |
controls and procedures (as defined in Exchange Act Ruled 3@ and 15d.5(e))and internal control over
financial reporting (as defined in Exchange Act Rules15) and 15€15(f)) for the registrant and have:

a) Designed such disclosure controls andgedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant, including
its consolidated subsidiaries, is made known to

b) Designed such internal control avénancial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability
of financial reporting and the preparation of financial statements for exmr@dses in accordance with
generally accepted accounting principles

¢ Evaluated the effectiveness of the registrantoés di
report our conclusions about the effectiveness of the disclosure contrgtscmediures, as of the end of
the period covered by this report based on such evaluation; and

d Disclosed in this report any change in the registre
during the registr antedrs (ntohset rreegciesnttr afnitdcsalf oquua h f
annual report) t hat has materially affected, or i

internal control over financial reporting; and

5, The regi str antdifiser(sp anth bhave aiscloged, basedrog our most recent evaluation of
internal control over financi al reporting, to the re
board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control over
financi al reporting which are reasonably Iikely t
process, summarize and report financiétimation; and

b) Any fraud, whether or not material, that involves management or other employees who have a significant
role in the registrantods internal contr ol over fin.

Date:April 15, 200 By: /s/Edwin J. Depenbrok
Edwin J. Depebrok
Chief Financial Officer




Exhibit 32.1

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban&xley Act of 2002

In connection with the Annual Report of nClOB forMteer i ne Ba
period ending December 32008 as filed with the Securities and Exchange Commission on the date hereof (the
iReporto), I, John P. Hi ckey, Jr. as Chief Executive C

Section 1350, asdapted pursuant to Section 906 of the Sarb&hdsy Act of 2002, to my knowledge that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) The information contained in the Repfairly presents, in all material respects, the financial condition and result
of operations of the Company.

Date:April 15, 2009 By: /s/ John P. Hickey, Jr.
John P. Hickey, Jr.
Chairman of the Board of Directors
President an€hief Executive Office




Exhibit 32.2

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban&xley Act of 2002

In connection with the Annual Report of Cl-B forMer i ne
period endingDecember 31, 2@as filed with the Securities and Exchange Commission on the date hereof (the
i Re p o rEdwin)J, Dedenbrgkas Chief Financial Officer of the Company, hereby certify, pursuant to 18 U.S.C.
Section 1350, as adopted pursuant to Sectiéhdd the Sarbane@xley Act of 2002, to my knowledge that:

(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of
1934; and

(2) The information contained in the Report fairly presents, in allnahtespects, the financial condition and result
of operations of the Company.

Date:April 15, 2009 By: /s/Edwin J. Depenbrok
Edwin J. Depenbrok
Chief Financial Officer




