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ITEM 1. FINANCIAL STATEMENTS

Assets

Cash and cash equivalents:
Cash and due from banks
Federal funds sold

Total cash and cash equivalents
Loans held for sale
Securities available for sale
Loans
Allowance for loan losses

Net loans
Premises and equipment, net
Accrued interest receivable
Foreclosed properties
Assets of branches held for sale
Assets of companies held for disposal
Goodwill
Other assets

Total assets

Liabilities and Stockholders’ Equity
Deposits:
Noninterest-bearing demand
Interest-bearing demand
Savings
Time
Total deposits
Short-term borrowings
Long-term borrowings
Junior subordinated debentures
Accrued interest payable
Deposits of branches held for sale

Liabilities of companies held for disposal

Other liabilities

Total liabilities
Stockholders’ Equity

PART I. FINANCIAL INFORMATION

CIB MARINE BANCSHARES, INC.

Consolidated Balance Sheets

Preferred stock, $1 par value; 5,000,000 shard®eméed, none issued

Common stock, $1 par value; 50,000,000 shares anéh 18,346,442 issued and outstanding

Capital surplus
Accumulated deficit

Accumulated other comprehensive loss, net

Receivables from sale of stock

June 30, December 31,
2007 2006
(Unaudited)
(Dollars in thousands, except shar
data)
$ 18,95 $ 24,44°
24,99: 90,68
43,94¢ 115,13!
10z 8C
277,90t 333,28t
588,32: 522,62:
(21,019 (20,906
567,30 501,71¢
9,46¢ 10,91
5,64¢ 5,582
10C 10z
— 41¢
2,86: 4,112
— 74¢€
23,64 25,49:
$ 930,97 $ 997,58:
$ 71,42¢ % 81,74
36,12( 38,16"
185,09¢ 181,66«
445,22 438,21
737,87. 739,78
28,07¢ 27,65
— 2,00(
61,85 61,857
28,42 24,94(
— 55,36¢
4,31¢ 7,00z
4,05¢ 7,36¢
864,60: 925,97:
18,34¢ 18,34¢
158,35t 158,26t
(105,85 (102,801)
(4,189 (1,880
(123) (15))



Treasury stock at cost 12,663 shares (162) (162)

Total stockholders’ equity 66,37¢ 71,61:
Total liabilities and stockholders’ equity $ 930,97 $ 997,58

See accompanying Notes to Unaudited Consolidategh€ial Statements




CIB MARINE BANCSHARES, INC.

Consolidated Statements of Operations
(Unaudited)

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
Short-term borrowings
Long-term borrowings
Junior subordinated debentures

Total interest expense

Net interest income
Provision for (reversal of) credit losses

Net interest income after provision for credit less
Noninterest Income
Loan fees
Deposit service charges
Other service fees
Other income
Net gain on sale of assets and dep

Total noninterest income
Noninterest Expense
Compensation and employee benefits
Equipment
Occupancy and premises
Professional services
Impairment loss on investment securities
Other expense

Total noninterest expense

Loss from continuing operations before income taxes
Income tax expense (benefit)

Loss from continuing operations
Discontinued Operations:
Pretax income (loss) from discontinued operations
Income tax expense (benefit)

Income (loss) from discontinued operations

Net loss

Earnings (Loss) Per Share

Quarter Ended June 30,

Six Months Ended June 30,

2007

2006 2007 2006

(Dollars in thousands, except share and per shareath)

$ 11,63: $ 8,927 $ 21,86: $ 17,56¢
2 — 2 —
3,277 4,53( 7,272 9,13¢
20 40 42 8¢
85 20¢ 214 36
75¢€ 1,311 1,78¢ 2,22¢
15,77: 15,01 31,17¢ 29,38
7,428 7,19¢ 14,85( 13,94¢
24z 17 601 324
— 92 14 182
2,11¢ 1,88¢ 4,17( 3,73¢
9,78¢ 9,34¢ 19,63t 18,19:
5,98¢ 5,671 11,54: 11,19
(681) 137 13 (2,28¢)
6,67( 5,53¢ 11,52¢ 13,47¢
197 76 24¢€ 12¢
22¢ 27¢ 47t 541
41 72 96 10¢
59 22 10¢ 127

76 887 1,471 927
60z 1,33¢ 2,391 1,831
5,00¢ 5,27: 10,12( 11,10¢
79¢ 90¢ 1,61¢ 1,81¢
84¢ 84z 1,66( 1,70¢
672 98¢ 1,40t 1,872
— 621 — 1,13¢
1,377 2,011 277" 5,56¢
8,70( 10,64: 17,57¢ 23,19:
(1,429 (3,779 (3,659 (7,885
— (43) 3 (231)
(1,429 (3,730 (3,657 (7,659
(14) 33 40¢ 287
(1,230 43 (1,169 231
1,21¢€ (10) 1,56¢€ 56
$ (212) $ (3,740 $ (2,09) $ (7,599




Basic:
Loss from continuing operations
Discontinued operations

Net loss

Diluted:
Loss from continuing operations
Discontinued operations

Net loss

Weighted average shares-basic
Weighted average shares-diluted

See accompanying Notes to Unaudited Consolidateah€ial Statements

(0.09 $ (0.22) 0.20 $ (0.42)
0.07 (0.00 0.0¢ 0.0C
(0.00) $ (0.22) (0.11) $ (0.42)
(0.09 $ (0.22) 0.20 $ (0.42)
0.07 (0.00 0.0¢ 0.0C
(0.00) $ (0.22) (0.17) $ (0.42)
18,333,77 18,333,77 18,333,77 18,333,77
18,333,77 18,333,77 18,333,77 18,333,77




CIB MARINE BANCSHARES, INC.

Consolidated Statements of Stockholders’ Equity

Stock
Accumulated Receivable:
Other and
Common Stock Capital Accumulated Comprehensive Treasury
Surplus
Shares Par Value Deficit Loss Stock Total
(Dollars in thousands, except share data)
Balance, December 31, 2005 18,346,44 $ 18,34¢ $ 158,16! $ (93,529 $ (3,439 % (3649% 79,18
Comprehensive loss:
Net loss — — — (7,599 — — (7,599

Other comprehensive loss:
Impairment loss on investment
securities — — — — (1,139 — (1,139
Unrealized securities holding
losses arising during the

period — — — — (2,672 — (2,672

Total comprehensive loss (11,409
Stock option expense — — 83 — — — 83
Reduction in receivable from sale o

stock — — — — — 51 51
Balance, June 30, 2006 (unaudited 18,346,44 $ 18,34¢ $ 158,24t $ (101,120$ (7,240 $ (319% 67,91:
Balance, December 31, 2006 18,346,44 $ 18,34¢ $ 158,26¢ $ (102,800 % (1,880 % (319% 71,618
Cumulative effect of adoption of FIN

48 (1) — — — 96( — — 96(
Adjusted balance at beginning of

period 18,346,44 $ 18,34¢ $ 158,26¢ $ (103,760 $ (1,880 % (319%  71,95!
Comprehensive loss:

Net loss — — — (2,09 — — (2,09

Other comprehensive loss:
Unrealized securities holding
losses arising during the

period — — — — (2,309 — (2,309

Total comprehensive loss (4,399

Stock option expense — — 90 — — — a0
Reduction in receivable from sale o

stock — — — — — 30 30

Balance, June 30, 2007 (unaudited 18,346,44 $ 18,34¢ $ 158,35t $ (105,85)% (4,189 % (289% 66,37«

(1) See Note 1-Basis of Presentation for furtheculsion of the FIN 48 adjustment.

See accompanying Notes to Unaudited Consolidateah€ial Statements




CIB MARINE BANCSHARES, INC.

Consolidated Statements of Cash Flows

(Unaudited)
Six Months Ended June 30,
2007 2006
(Dollars in thousands)
Cash Flows from Operating Activities
Net loss from continuing operatio $ (3,657 $ (7,65%)
Net income from discontinued operatic 1,56¢ 56
(2,09)) (7,59¢)
Adjustments to reconcile net loss to net cash piexviby (used in) operating activities:
Deferred loan fee amortization (390 (31€)
Depreciation and other amortization 482 2,38
Provision for (reversal of) credit losses 13 (2,28%)
Originations of loans held for sale (2,019 —
Proceeds from sale of loans held for sale 2,01¢ —
Net gain on sale of assets and deposits (1,477 (927)
Impairment loss on investment securities — 1,13¢
Decrease (increase) in interest receivable and agsets 2,214 (6,190
Increase in interest payable junior subordinatdzbdtures 4,141 3,711
Increase (decrease) in other interest payable #ed babilities (3,989 3,817
Operating cash flows of discontinued operations (2,109 (432
Net cash used in operating activit (3,186 (6,709
Cash Flows from Investing Activities
Maturities of securities available for sale 39,20¢ 113,76(
Purchase of securities available for sale (61,08)) (70,73
Proceeds from sales of securities available fa& sal 33,20¢ —
Proceeds from sales of mortgage-backed securitagkable for sale 48,03] —
Repayments of asset and mortgage-backed secaiadable for sale 30,84¢ 44.57(
Purchase of asset and mortgage-backed securitidalale for sale (36,679 (2,857)
Net decrease in Federal Home Loan Bank stock 45 9,76¢
Net (increase) decrease in other investments (13 55E
Net increase in loans (65,21 (23,73)
Proceeds from sale of foreclosed properties 10 2,51¢
Net cash received from the sale of branches 2,27¢ 1,40(
Decrease (increase) in premises and equipment, net 543 (482)
Investing cash flows of discontinued operations (29€) 922
Net cash (used in) provided by investing activi (9,107 75,68:
Cash Flows from Financing Activities
Decrease in deposits (2,986 (66,62¢)
Decrease in deposits held for sale (5,700 (3,98¢)
Deposits sold (49,665 (19,35¢)
Reduction in receivable from sale of stock 3C —
Net increase in short-term borrowings 42F 6,781
Net decrease in long-term borrowings (2,000 _
Net cash used in financing activiti (58,890 (83,197
Net decrease in cash and cash equiva (71,189 (14,219
Cash and cash equivalents, beginning of period 115,13 112,91;
Cash and cash equivalents, end of period $ 43,94¢ % 98,69¢

Supplemental Cash Flow Information



Cash paid during the period for:
Interest expense-continuing operations $
Income taxes-discontinued operations
Supplemental Disclosures of Noncash Activities
Transfer of loans to foreclosed properties
Transfer of deposits to deposits of branches helddle
Cumulative effect of adoption of FIN 48 (1)

(1) See Note 1-Basis of Presentation for furtheculsion of the FIN 48 adjustment.

See accompanying Notes to Unaudited ConsolidateghEial Statements

16,15:

29

96(

14,37:

52
48,53:




CIB MARINE BANCSHARES, INC.
Notes to Unaudited Consolidated Financial Statemest
Note 1-Basis of Presentation

The accompanying unaudited consolidated finand&ements have been prepared in accordance withuatieg principles genera
accepted in the United States for interim finangiébrmation. Certain information and footnote diisures have been omitted or abbrevi:
These unaudited consolidated financial statemedmisild be read in conjunction with CIB Marine Banasds, Inc.’s (“CIB Marine”)200¢
Annual Report on Form 1K In the opinion of management, the unaudited obdated financial statements included in this repeflect al
adjustments which are necessary to present falByNarine’s financial condition, results of operations anghciows as of and for the qual
and six months ended June 30, 2007 and 2006. Baéig®f operations for the quarter and six momthded June 30, 2007 are not neces:
indicative of results for the entire year. The aditmted financial statements include the accooft€IB Marine and its whollyswned an
majority-owned subsidiaries, including companies which @id For disposal. All significant intercompany bat@s and transactions have t
eliminated.

The preparation of financial statements in conftymiith United States generally accepted accounpirigciples requires managemen
make estimates and assumptions that affect theteghbamounts of assets and liabilities and discsd@ contingent assets and liabilities ai
date of the financial statements and reported amsooinrevenues and expenses during the reportingdpeActual results could differ fro
those estimates. Estimates used in the preparatitime financial statements are based on varioa®ifs, including the current interest |
environment and the general strength of the locahemy. Changes in these factors can significaaffigct CIB Marine$ net interest incon
and the value of its recorded assets and lialslitie

Assets and liabilities of companies held for dispdsclude the remaining assets of Mortgage Sesyite. (“MSI”), MICR, Inc. (“MICR")
n/k/a Everett Tech, Inc. and CIB Construction, Lin€luding Canron Corporation (“Canron”) (collectiyeeferred to as “CIB Constructiohn”
MICR and Canron were acquired in full or partiaisfaction of loans. Assets and liabilities of campes held for disposal are carried al
lower of cost or current fair value, less estimasetling costs and the aggregate assets and tiebiire shown as separate categories ¢
consolidated balance sheets. The net income oroibssmpanies which meet the criteria as discoethaperations and which are held
disposal at June 30, 2007 are included in incomess from discontinued operations for all peripdgssented. All intercompany balances
transactions have been eliminated in the assetfiailities of companies held for disposal and imebme or loss from discontinued operat
as presented on the consolidated financial statesnen

At June 30, 2007, CIB Marine has determined it bias reportable continuing business segment. ClBindathrough the bank brar
network of its subsidiaries, provides a broad ramfgénancial services to companies and individuaalfilinois, Wisconsin, Indiana, Florida a
Arizona. These services include commercial andilritading and accepting deposits. While CIB Margehief operating decision ma
monitors the revenue streams of the various predard services, operations in all areas are marsggkéinancial performance is evaluate«
a corporate-wide basis.

In March 2006, the Financial Accounting Standardsf (“FASB”) issued Statement of Financial AccongtStandards (“SFAS’No.
156, Accounting for Servicing of Financial Assets-an amendment of FASB  Statement No. 140 (“SFAS 156”). SFAS 156 requires an entity
recognize a servicing asset or servicing liabiégch time it undertakes an obligation to servidmancial asset by entering into a servic
contract in certain situations. SFAS 156 requiteg all separately recognized servicing assetssandcing liabilities be initially measured
fair value, if practicable. The statement permitbsequent measurement of servicing assets andisgrliabilities using either a fair val
method or an amortization method. This statemeetféctive for fiscal years beginning after Septemb5, 2006. Adoption of this standard
not materially affect CIB Marine’s consolidateddircial statements.

In June 2006, the FASB released FASB Interpretalon 48, Accounting for Uncertainty in Income Taxes-an Interpretation of FASB
Satement No. 109 (“FIN 48”). FIN 48 clarifies the accounting and reporting farcertainties in income tax law. FIN 48 prescrib
comprehensive model for the financial statemenbgaition, measurement, presentation, and disclosfinencertain tax positions taken
expected to be taken in income tax returns. CIBiaadopted FIN 48 on January 1, 2007 and has atetpthe process of evaluating
effect of FIN 48 on its consolidated financial staents as of January 1, 2007 and as of and fosithraonths ended June 30, 2007. The FI
adjustment is related to CIB Marine’s investmentm lllinois Real Estate Investment Trust (“REIT8wned by its former lllinois bankil
subsidiary, which was sold in 2004. As of DecemB&r 2006, CIB Marine maintained a $1.9 million llab related to its exposure. T
cumulative effect of adopting FIN 48 was a $1.0lionil increase in liabilities of companies held tbsposal and a $1.0 million decrease tc
January 1, 2007 retained earnings balance. Duhedirst half of 2007, the statute of limitationgp&ed with respect to a portion of t
eposure. As a result of this event, CIB Marine regd $1.3 million of the tax liability through aedit to discontinued operations tax expe
During the first half of 2007, CIB Marine also reded a $0.1 million charge to its discontinued agiens tax expense for interest and pen:



relating to the remaining REIT tax exposure. Ate)J@0 , 2007 and December 31, 2006, respectiveB, Marine had a $1.7 million a
$1.9 million current tax liability related to thext exposure of its former subsidiary. This amosrihcluded in liabilities of companies held
disposal on the consolidated balance sheets. At lhate 30, 2007 and December 31, 2006, CIB Matlis® lzad a $0.5 million current {
liability related to individually insignificant feztal and state tax items. Of this amount $0.2 amillis included in liabilities of companies h
for disposal and $0.3 million is netted againstitttmme tax receivable included in other assets.




CIB Marine files income tax returns in the U. Sddeal and various state jurisdictions. CIB Marisend longer subject to income
examinations by U. S. federal or state tax autiesriior years before 1999. As of January 1, 20@7gtless amount of unrecognized tax ber
was $3.7 million. The total amount of unrecognizar benefits that, if recognized, would affect #féective tax rate is $2.4 million. C
Marine recognizes any interest and penalties rblmteinrecognized tax benefits in the provisionif@mome taxes. As of the date of adoptio
FIN 48, approximately $1.0 million was accrued floe potential payment of interest and penaltie® Marine does not anticipate signific
adjustments to the amount of total unrecognizedmefits within the next twelve months.

Note 2-Stock Option Plans

CIB Marine has a nonqualified stock option and mbe plan for its employees and directors. At J@@e 2007, options to purchi
489,041 shares were available for future grant. glae provides for the options to be exercisablerav tenyear period beginning one y:
from the date of the grant, provided the partictdzas remained in the employ of, or on the BoarBioéctors of, CIB Marine and/or one of
subsidiaries. The plan also provides that the ésengrice of the options granted may not be leas tt00% of the fair market value of
common stock on the option grant date. Options @est five years. CIB Marine issues new shares uperexercise of options.

The following is a reconciliation of stock optiontaity for the six months ended June 30, 2007:

Weighted
Range of . Average Weighted
Option Weighted  Remaining ~ Average
Prices Average  Contractual Grant Date
Number per Share Exercise Term in Eair Value
of Shares Price Years Per Share

Shares under option at December 31, 2006 1,172,32. $ 4.1022.8¢ $ 8.47
Granted 74,000 $ 41C $ 4.1C $ 0.82
Lapsed or surrendered (99,637  4.1022.8¢ 11.8¢
Exercised — — —

Shares under option at June 30, 2007 1,146,68' $ 4.1022.8¢ $ 7.8¢ 6.9¢

Shares exercisable at June 30, 2007 418,28¢ $ 4.1022.8¢ $ 14.4¢ 3.5

The following table shows activity relating to nasted stock options:

Nonvested stock options at December 31, 2 703,55(
Granted 74,00(
Vested (16,600
Forfeited (32,550

Nonvested stock options at June 30, 2 728,40(

Fair value has been estimated using the Black-8shmolbdel as defined in SFAS No. 123 (“SFAS 12BHe following assumptions we
used in estimating the fair value for options geanluring the first six months of 2007 and 2006:

June 30,
2007 2006
Dividend yield — —
Risk free interest rate 4.88% 4.871%
Expected volatility 39% 47%
Weighted average expected life 6.5 year 6.5 year
Weighted average per share fair value of options $ 08z $ 0.6¢




SFAS No. 123(R)'share-Based Payments (“SFAS 123(R)")fair value method resulted in $0.1 million compéimsaexpense for the fir
six months of both 2007 and 2006. In accordanck &#AS 123(R), CIB Marine is required to estimatéeptial forfeitures of stock grants ¢
adjust compensation expense recorded accordingly estimate of forfeitures will be adjusted over tequisite service period to the extent
actual forfeitures differ, or are expected to difffom such estimates. Changes in estimated farfs will be recognized in the period
change and will also impact the amount of stock memsation expense to be recorded in future perisiddune 30, 2007, CIB Marine had $
million of total unrecognized compensation cosatedl to nonvested stock options. That cost is dgdeto be recognized over a weighted-
average period of 3.9 years.

SFAS 123(R) also requires the benefits of tax dedius in excess of recognized compensation colseteported as a financing cash 1
rather than an operating cash flow as required upd®ious literature. There were no such tax bendbiring the first half of 2007.

CIB Marine records amounts received upon the egeraf options by crediting common stock and cagitiaplus. Income tax benefits fr
the exercise of stock options result in a decr@aseirrent income taxes payable and, to the extehpreviously recognized as a reductio
income tax expense, an additional increase in alagitplus.

Note 3-Securities Available for Sale

The amortized cost, gross unrealized gains anésomsd approximate fair values of securities afelbsvs:

Gross Gross
Amortized Unrealized Unrealized
Cost Gains Losses Fair Value

(Dollars in thousands)
June 30, 2007

U.S. government agencies $ 86,37 $ — % 66 $ 85,71(
Obligations of states and political subdivisions 31,60( 17 1,287 30,33(
Other notes and bonds 5,341 — — 5,341
Asset-backed securities 17¢€ — — 17¢
Corporate commercial paper 4,65( — — 4,65(
Mortgage-backed securities 153,95 164 2,417 151,69¢
Total securities available for sale $ 282,09 $ 181 $ 436¢ $ 277,90t

December 31, 2006

U.S. government agencies $ 101,32. $ 19 % 554 $ 100,96(
Obligations of states and political subdivisions 32,06% 14¢€ 52¢ 31,68’
Other notes and bonds 35C — — 35C
Asset-backed securities 2,192 5 — 2,197
Corporate commercial paper 4,38¢ — — 4,38¢
Mortgage-backed securities 194,85: 52( 1,66¢ 193,71(
Total securities available for sale $ 335,16¢ $ 864 $ 2,74 $ 333,28t

As of June 30, 2007, management has concludedhthainrealized losses above are temporary in natoce they are primarily relatec
market interest rates and are not related to tldenlying credit quality of the issuers of secustia the investment portfolio. Additionally, C
Marine has the intent and ability to hold theseeBtments for the time necessary to recover thetaadrcost.

Securities available for sale with a carrying vahfe$109.7 million and $140.9 million at June 3@M0Z and December 31, 20
respectively, were pledged to secure public deposiederal Home Loan Bank (“FHLB3dvances, repurchase agreements, federal
purchased, borrowings from the federal reserveodistwindow, and for other purposes as required.




In the first quarter of 2007, CIB Marine decidedstll certain securities in its available for sptetfolio. When the decision was mad:
sell these securities, CIB Marine had not yet fitsdlune 30, 2006 Form 1D- As a result of the decision, CIB Marine deterditthe full valu
of those certain securities would not be fully nem@d and, accordingly, recognized an other-tieamporary impairment loss of $1.1 milli
during the six months ended June 30, 2006. Thisaimpent loss is included in impairment loss on stagent securities on the consolid:
statements of operations. There were no impairfesses during the first half of 2007.

Note 4-Loans

The components of loans are as follows:

June 30, 2007 December 31, 2006
% of % of
Amount Total Amount Total
(Dollars in thousands)
Commercial $ 57,62¢ 9.8% $ 49,777 9.5%
Commercial real estate 268,62: 45.¢ 282,23 54.C
Commercial real estate construction 135,60¢ 23.1 111,04( 21.c
Residential real estate 18,32 3.1 19,12¢ 3.7
Home equity 103,58 17.7 57,99( 11.1
Consumer 3,02¢ 0.5 2,36: 0.4
Receivables from sale of CIB Marine stock (127) (0.0 (157) (0.0
Gross loans 586,66 100.(% 522,37 100.(%
Deferred loan fees 1,65¢ 247
Total loans 588,32: 522,62
Allowance for loan losses (21,019 (20,900
Loans, net $ 567,30 $ 501,71¢

Certain directors and principal officers of CIB Nfer and its subsidiaries, as well as companies witith those individuals are affiliate
are customers of, and conduct banking transactidgtis CIB Marine’s subsidiary banks in the ordinary course of bissin8uch loans total
$6.8 million and $7.0 million at June 30, 2007 &etember 31, 2006, respectively.

At both June 30, 2007 and December 31, 2006, ClBridaad $1.7 million in outstanding principal batas on loans secured, or parti
secured, by CIB Marine stock. Specific reserveshase loans were $0.3 million and $7 thousand ra¢ B0, 2007 and December 31, 2
respectively. Loans made specifically to enablelbtveower to purchase CIB Marine stock and whichen®t adequately secured by collat
other than the stock have been classified as ralokeig from sale of stock, recorded as contra-eguityare not included in this balance.

In February 2007, CIB Marine purchased a $48.2ionilclosed end pool of fixed rate second lien hagaity loans from Resident
Funding Corporation, a division of General Motorscéptance Corporation. The purchased pool incl@dloans with a weighted aver:
yield of 10.0%, term to maturity of 17.5 years,n-to-value ratio of 94%, borrower debt serviceirtooeme ratios of 40% and, FICO scort
709. See Note 14-Subsequent Events for furtherrimdtion regarding this purchased loan pool.

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

June 30, December 31,
2007 2006
(Dollars in thousands)
Nonaccrual loan $ 18,847 $ 20,66¢
Restructured loans — —
Loans 90 days or more past due and still accruing 1,421 1,48¢

Information on impaired loans is as follows:

June 30, December 31,



2007 2006
(Dollars in thousands)

Impaired loans without a specific allowance $ 4,04 $ 5,54:
Impaired loans with a specific allowance 13,56 14,38(

Total impaired loans $ 17,61 $ 19,92:
Specific allowance related to impaired loans $ 6,93¢ $ 7,451

10




Changes in the allowance for loan losses were|ksvis

Quarter Ended June 30, Six Months Ended June 30,
2007 2006 2007 2006
(Dollars in thousands)

Balance at beginning of period $ 21,87 % 22,524 20,90¢ 24,88
Charge-offs (503) (117 (1,34¢ (25¢)
Recoveries 33C 561 1,44¢ 76€

Net loan (charge-offs)/recoveries 73 444 10C 50¢
Provision for (reversal of) loan losses (681) 137 13 (2,28¢)

Balance at end of period $ 21,01¢ $ 23,108 $ 21,01¢ % 23,10¢
Allowance for loan losses as a percentage of loans 3.57% 4.28% 3.51% 4.28%

Mortgage loans serviced for others are not incluishethe accompanying consolidated balance sheéis.uhpaid principal balances
mortgage loans serviced for others were $2.0 miléind $2.2 million as of June 30, 2007 and Decer8be2006, respectively.

Note 5-Goodwill

During the first quarter of 2007, CIB Marine soletfixed assets and deposits of its branch lodat€kdarburg, Wisconsin. At Decem
31, 2006, goodwill of $0.7 million, the entire anrmwf CIB Marines goodwill, was allocated to this branch. As a ltesfuthis branch sale, C
Marine has no goodwill at June 30, 2007. The gobdvés not subject to amortization, but was subjedn annual impairment assessmen
interim testing if facts and circumstances sugge#tenight be impaired. There were no impairmessks recognized in either the six mo
ended June 30, 2007 or 2006.

Note 6-Companies Held For Disposal and Discontinue@perations
Assets and liabilities of companies held for digp@s shown on the consolidated balance sheetoargrised of the following:

June 30, December 31,
2007 2006
(Dollars in thousands)

Assets of companies held for disposal:

CIB Construction $ 167C $ 3,25(
MICR (1) — 127
MSI 1,23¢ 80C
Other (2) (42) (65)

Total assets of companies held for disposal $ 2,86 $ 4,112

Liabilities of companies held for disposal:

CIB Construction (1) $ 285 $ 4,55¢
MICR (1) 332 297
MSI 71¢ 65€
Other (2) 711 1,491

Total liabilities of companies held for disposal $ 4,31t % 7,00%

(1) Banking regulations limit the holding period forsats not considered to be permissible banking iiesvand which have be
acquired in satisfaction of debt previously contedcto five years, unless extended. Both MICR af8l Construction are subject
this restriction. MICR was dissolved in January 08nd CIB Marine received an extension from thekbwy regulators to ho
Canron until June 30, 2008.

(2) Includes tax liability of subsidiary sold in 2004daelimination of intercompany transactions betweempanies held for disposal ¢
affiliates. See Note 1-Basis of Presentation fother information on the tax exposure liability.
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Income or loss from discontinued operations, asvshan the consolidated statement of operationspnsprised of the following:

Net
Income income/( loss)
Pretax income / tax Net of
(loss) before expense Other intercompany
other income (benefit) income(1) transactions
(Dollars in thousands)
Quarter Ended June 30, 2007
CIB Construction $ (25 $ — 3 — 3 (25)
MSI (5) — 16 11
Other (2) — (1,230 — 1,23(
Total $ (30) $ (1,230 $ 16 $ 1,21¢
Six Months Ended June 30, 2007
CIB Construction $ 131 $ 3 3 — 3 12¢
MSI 252 131 20 141
Other (2) — (1,297) — 1,297
Total $ 38: % (1,167 $ 20 $ 1,56¢
Quarter Ended June 30, 2006
CIB Construction $ 8 $ 89 $ — 3 (81
MSI 17 (46) 8 71
Total $ 25 $ 43 $ 8 $ (10
Six Months Ended June 30, 2006
CIB Construction $ 7 $ 248 $ — 3 (247
MSI 254 (12) 26 29z
Other (2) — (5 — 5
Total $ 261 $ 231 % 26 $ 56

(1) Includes elimination of intercompany transautio

(2) Relates to MICR taxes. Additionally, 2007 also ut#s estimated interest and penalties on the faasexe of a subsidiary sold in 20
See Note 1-Basis of Presentation for further infation on the tax exposure liability.

CIB Construction (includes Canron)

CIB Construction, a whollypwned subsidiary of CIB Marine, acquired 84% of thastanding stock of Canron through loan colle
activities in 2002. At the time Canron was acquiiedas CIB Marine's intention to operate the besis with long-ange plans to sell t
business within the five year holding period peteditby regulators. During the third quarter of 2088 Board of Directors of Canr
authorized management to cease operating Canrort@nchence a wind down of its affairs, including @wntary liquidation of its asse
Canron filed Articles of Dissolution in December0B0 The gross consolidated assets and liabiliti€3lB Construction are reported separs
on the consolidated balance sheets at their egtimauidation values less costsdell. At both June 30, 2007 and December 31, 2008
Construction’s net carrying value of its investmgn€anron was zero.

The following table summarizes the composition ®B Constructions balance sheets. The balance sheets reflectsagstirtiquidatio
values less costs to sell:

June 30, December 31,
2007 2006
(Dollars in thousands)
Assets:
Cash on deposit at CIB Marine $ 18 $ 5C
Accounts receivable 551 551

Other assets 1,101 2,64¢




Total assets $ 1,67C $ 3,25(
Liabilities and stockholder’s equity:

Income tax payable $ 169, $ 3,08
Other liabilities 1,15¢ 1,477
Total liabilities 2,852 4,55¢
Stockholder’s equity (1,182 (1,309)
Total liabilities and stockholder’s equity $ 167C $ 3,25(
MICR

During the fourth quarter of 2005, CIB Marine sealabstantially all of the assets and operations EERIto unrelated parties and chan
the companys name to Everett Tech, Inc. MICR filed Articles@iEsolutions in January 2008. At both June 30,7280d December 31, 20
the remaining net liabilities of MICR consistedintome taxes payable.
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MSI

During the third quarter of 2004, CIB Marine sotd unrelated parties substantially all of the assetd operations of MSI, a mortg:
origination and mortgage brokerage services comp@ty Marine is in the process of winding down teenaining affairs of this company ¢
has incurred certain liabilities with respect te thperations of the mortgage company. These liggsilinclude repurchase obligations relativ
certain mortgage loans as a result of externabtifemd/or documentation issues, and certain regpptmalties.

The following table summarizes the composition @I balance sheet:

June 30, December 31,
2007 2006
(Dollars in thousands)
Assets:
Cash on deposit at CIB Marine $ 22 $ 14
Net loans 63t 10C
Income tax receivable 56¢ 68t
Other assets 9 1
Total assets $ 1,23t $ 80C
Liabilities and stockholder’s equity:
Loans payable to CIB Marine $ 684 $ 10
Other liabilities 35 552
Total liabilities 71¢ 65€
Stockholder’s equity 51€ 144
Total liabilities and stockholder’s equity $ 1,23t $ 80C

Note 7-Assets and Deposits of Branches Held For 8al

At December 31, 2006, CIB Marine’s subsidiary bamrine Bank(Wauwatosa, Wisconsin) held for sale the deposits @operty an
equipment of its Cedarburg and Brookfield, Wiscarsianches. The deposits and property and equipafi¢héese two branches comprised
balance of assets and deposits of branches hekhferas of December 31, 2006. During the first 682007, Marine Bank sold the depo
and property and equipment of these two branchésenognized a net pretax gain on the sale of ttvesdranches of $1.1 million. The gail
included in net gain on sale of assets and depdsitthe dates of sale, the collective deposits medproperty and equipment of these
branches was $49.7 million and $0.4 million, respety. Additionally, goodwill of $0.7 million wasllocated to the Cedarburg branch. At .
30, 2007, there were no branches held for sale.

In the second quarter of 2006, Marine Bank solddiygosits and property and equipment of its Omblledraska and Grafton, Wiscon
branches and recognized a total net pretax ga#® & million. The gain on the sales of these brasdh included in net gain on sale of as
and deposits. At the dates of the sale, the depasi net property and equipment of these soldchemwas $19.4 million and $0.3 milli
respectively. Goodwill of $0.2 million was allocdtt the Wisconsin branch.

Note 8-Other Assets

The following table summarizes the composition 8 ®arine’s other assets:

June 30, December 31,
2007 2006
(Dollars in thousands)

Federal Home Loan Bank and Federal Reserve Bauk,sibcost $ 12,29¢ $ 12,31
Prepaid expenses 1,47 1,067
Accounts receivable 67¢ 1,50¢
Trust preferred securities underwriting fee, neamirtization 1,30¢ 1,33¢
Investment in trust common securities 2,92¢ 2,83¢
Other investments 2,30( 2,821
Income tax receivable 2,53¢ 3,49

Other 11¢€ 11¢€
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The major components of other investments are |bsis:

« Investments in limited partnership interests inimas affordable housing partnerships, which hadraying value of $1.3 million ar
$1.4 million, respectively, at June 30, 2007 anctédeber 31, 2006. At June 30, 2007 there were nongbments outstanding
purchase future interests. During the first hal26D7 and 2006, equity loss on these limited psstrips was $0.1 million and $(
million, respectively, and is included in nonintgrexpense. CIB Marine has engaged in these tramssado provide addition
gualified investments under the Community ReinvestimAct and to receive related income tax creditse partnerships provi
affordable housing to low-income residents withi8 G1arine’s markets and other locations.

« Investment in the common and preferred capital difréted liability corporation engaged in the demgient of ownepccupiel
housing in qualified lowincome communities. CIB Marine committed to a $hillion investment in this company. The carryindus
of this investment was $0.8 million at both June 3007 and December 31, 2006. See NoteSdHdsequent Events for furtl
information on this investment.

« Interest in a company operating as a small busimagsstment company under the Small Business Inwest Act of 1958, ¢
amended. CIB Marine committed to a $0.5 milliondéstment in this company and as of June 30, 2007nkasted $0.4 million. /
both June 30, 2007 and December 31, 2006, CIB Marirarrying value of this investment was $0.2 iiill

» During the first half of 2007, CIB Marine sold itserest in a publicly traded company and recogh&&0.2 million gain on the sale.
The gain is included in net gain on sale of asaetsdeposits. CIB Marine’s carrying value of tlgastment at December 31, 2006
was $0.4 million.

As members of the Federal Reserve System and tterddleHome Loan Bank, certain of CIB Mariaesubsidiary banks are requiret
maintain minimum amounts of Federal Reserve stockRederal Home Loan Bank stock as required byetimstitutions. These securities
“restricted” in that they are not publicly traded and can ondy dwned by members of the institutions and can dysold back to ti
institutions or transferred to another member initéd circumstances. In 2005, the FHLB Chicago Badisclosed its decision to discontil
redemption of excess, or voluntary, capital sto¢tluntary stock is stock held by members beyondahwunt required as a condition
membership or to support advance borrowings. Inl2M06, the FHLB Chicago announced plans to feat#i limited stock redemption reque
from its members by issuing bonds. During 2006, FitB Chicago issued a limited amount of bonds&oilitate voluntary capital sto
redemptions and CIB Marine sold back $14.3 mill@n55.6% of its holdings. As of June 30, 2007, GiBrine had $11.5 million in FHL
Chicago stock, of which $1.7 million was categotizs required. See Note Btibsequent Events for further information regardivegliquidity
of CIB Marine’s investment in FHLB Chicago stock.

Note 9-Short-term Borrowings

The following table presents information regardamgprt-term borrowings:

June 30, 2007 December 31, 2006

Balance Rate Balance Rate
(Dollars in thousands)

Federal funds purchased and securities sold uegerchase

agreements $ 21,91% 41% $ 23,62¢ 4.7%
Treasury, tax, and loan notes 1,161 5.04 4,02¢ 5.04
Federal Home Loan Bank 5,00(C 5.5¢ — =
Total short-term borrowings $ 28,07¢ 44(% $ 27,65! 4.8%

CIB Marine is required to maintain qualifying caaal as security for both short-term and Iaegn FHLB borrowings. The debt
collateral ratio is dependent upon the type ofatetal pledged. As part of a collateral arrangenvétit the FHLB, CIB Marine had ass
pledged with a collateral value of $12.4 millionda$il7.9 million at June 30, 2007 and December BQ62respectively. These assets cons
of securities with a market value of $13.6 milland $19.9 million at June 30, 2007 and Decembe2@06, respectively.

At both June 30, 2007 and December 31, 2006, CIBindawas not in compliance with certain asset dquakarnings and capi
maintenance debt covenants of certain financialdita letters of credit it participated in with othganks. CIB Marine pledged securitie:
collateralize its obligation for these participatdndby letters of credit and entered into forapee agreements. The total value of secu
pledged to other parties related to these partiethatandby letters of credit was $3.5 million &4d9 million at June 30, 2007 and Decen
31, 2006, respectively.
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During 2007, the availability of federal funds poiased by certain of CIB Marinresubsidiary banks with correspondent banks coadiric
be contingent on bank pledges of fixed income itnest securities. The credit restrictions in effattDecember 31, 2006 at the Fec
Reserve Bank’s discount window were lifted in thistfquarter of 2007.

In 2004, CIB Marine entered into a Written Agreemeith the Federal Reserve Bank of Chicago (theitim Agreement”)Among othe
items, the Written Agreement requires CIB Marineldain Federal Reserve Bank approval before imgyadditional borrowings or debt.

Note 10-Long-term Borrowings
FHLB

The following table presents information regardamgounts payable to the Federal Home Loan Bank @fagb that are included in 1
consolidated balance sheets as long-term borrowings

June 30, 2007 December 31, 2006 Scheduled Callable at
Par After
Balance Rate Balance Rate Maturity
(Dollars in thousands)
$ — —%$ 2,00( 5.0¢% 2/20/0¢ 2/20/01
Total $ — —% $ 2,00( 5.09%

Junior Subordinated Debentures

The following table presents information regard®@i@ Marine’s junior subordinated debentures at both June @7 2nd December
2006:

Balance Issue Interest Maturity Callable
Date Rate Date After
(Dollars in thousands)
CIB Marine Capital Trust | $ 10,31( 03/23/0( 10.88% 03/08/3( 03/08/1(
CIB Statutory Trust IlI 15,46¢ 09/07/0( 10.6( 09/07/3( 09/07/1(
CIB Statutory Trust IV 15,46¢ 02/22/0: 10.2( 02/22/3: 02/22/1:
CIB Statutory Trust V 20,61¢ 09/27/0: Variable (0) 09/27/3: 09/30/0°

Total junior subordinated debentures $ 61,857

@ Three-month LIBOR + 3.40% adjusted quarterly.

CIB Marine formed four statutory business truststfee purpose of issuing trust preferred securiied investing the proceeds therec
junior subordinated debentures of CIB Marine. Tiusttpreferred securities are fully and uncondailbnguaranteed by CIB Marine. The trt
used the proceeds from issuing trust preferredrgmsuand the issuance of its common securitie€Hti® Marine to purchase the jun
subordinated debentures. CIB Marine has the raghany time, as long as there are no continuingtsvef default, to defer payments of inte
on the these borrowings for consecutive periodsexaeeding five years; but not beyond the statetumita As a result of the Writte
Agreement, CIB Marine has elected to defer all sntérest payments subsequent to December 31, 200Rine 30, 2007 and December
2006 CIB Marine had accrued interest payable on$@&%.9 million junior subordinated debentures ob6$2million and $21.8 millioi
respectively. These amounts are included in acdntedest payable on the consolidated balance sh&ktoughout the deferral period, inte
on these borrowings continues to accrue. In additisterest also accrues on all interest that wapaid when due, compounded quarterl
semiannually. During the deferral period, CIB Marineymeot pay any dividends or distributions on, oreenh, purchase, acquire, or mal
liquidation payment on its stock, or make any payntd principal, interest or premium, or redeem amyilar debt securities of CIB Marir
subject to certain limitations.
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Note 11-Other Liabilities

June 30, December 31,
2007 2006
(Dollars in thousands)

Accounts payable $ 23z % 1,40¢
Accrual for unfunded commitments and standby Istédrcredit 72t 72%
Accrued real estate taxes 121 15¢
Accrued compensation and employee benefits 91t 97:¢
Accrued professional fees 943 1,07(C
Accrued other expenses 59¢ 2,64t
Fair value of derivatives 12 29
Other liabilities 50¢ 36C
$ 4,05¢ $ 7,36¢

Accrued other expenses at December 31, 2006 insladgl.8 million contingent liability related toetlsettlement of the Hadley litigati
which was paid during the first quarter of 2007e 8em 1-Legal Proceedings in Part Il of this FA®Q for further information regarding tf
litigation.

Note 12-Stockholders’ Equity
Receivables from Sale of Stock

Loans not sufficiently collateralized by assetseotthan CIB Marine stock, and made by CIB Maringubsidiary banks to borrowers v
used the proceeds to acquire CIB Marine stock,ctassified as receivables from sale of stock arel aacounted for as a reductior
stockholders’ equity until such loans have beeraigtjpr chargeaff. Such loans outstanding totaled $0.1 millionJahe 30, 2007 and $!
million at December 31, 2006.

Treasury Stock

Certain of CIB Marines subsidiary banks have acquired shares of CIB ridastock through collection efforts when the bomce
defaulted on their loans. These shares are includagasury stock at the lower of the loan balaocéhe estimated fair market value of (
Marine’s stock at time of acquisition. Any loan balancexgess of the estimated fair market value of tbeksand other collateral received \
charged to the allowance for loan losses. Sincsetlsbares are not directly owned by CIB Marine ey not excluded from the numbe
shares outstanding.

Regulatory Capital

CIB Marine and its subsidiary banks are subjectanous regulatory capital requirements administdrg the federal banking agenc
Pursuant to federal holding company and bank ré¢ignls, CIB Marine and each of its bank subsidiades assigned to a capital category.
assigned capital category is largely determinedthrge ratios that are calculated in accordance gjtbcific instructions included in t
regulations: total risk adjusted capital, Tier pital, and Tier 1 leverage ratios. Under capitaqdcy guidelines and the regulatory frame\
for prompt corrective action, the bank subsidiarasst meet specific capital guidelines that invajumntitative measures of the ban&sset
and certain off-balance sheet items as calculatel@uregulatory accounting practices. The backgital amounts and classifications are
subject to qualitative judgments by the regulasivseut components, risk weightings and other factbosbe categorized as well capitali:
pursuant to FDIC guidelines in 12 C.F.R. Part 3B®, bank subsidiaries must maintain total risk stdid capital, Tier 1 capital, and Tie
leverage ratios of 10.0%, 6.0% and 5.0%, respdgtive

There are five capital categories defined in thgulations: well capitalized, adequately capitalizechdercapitalized, significan
undercapitalized and critically undercapitalizethsSification of a subsidiary bank in any of thelercapitalized categories can result in ce
mandatory and possible additional discretionaryoast by regulators that could have a direct mateffect on the consolidated financ
statements.

At June 30, 2007, pursuant to FDIC regulations .nCQLF.R. Part 325, all of CIB Marire’subsidiary banks were classified as
capitalized.
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At both June 30, 2007 and December 31, 2006, ClBindavas subject to a Written Agreement (“Agreerfeititentered into with tt
Federal Reserve Bank in the second quarter of 20@84Marine Bank was subject to a Memorandum of tstdading (“Memorandum™vith
the FDIC and its applicable state banking regulasodditionally, at December 31, 2006, Central blism Bank was subject to a Cease and C
Order (“Order”)it consented to with the FDIC and its applicabietbanking regulator in the second quarter of 20064 Order was terminat
in January 2007 and replaced with a Memorandumrafdistanding (together with the Memorandum, therfiddeanda”).Among other item:
the Written Agreement and the Marine Bank Memoramdestrict the payment of cash dividends withoubrmpwritten consent from tt
respective regulators and the Memoranda requirdamés to maintain a Tier 1 leverage capital ledlal to or exceeding 8% of the bank’
total average assets. These restrictions are oe fontil the Written Agreement and Memoranda armiteated. Failure to comply with t
Written Agreement or Memoranda could have a mdtadeaerse effect on CIB Marine and its operatigks of June 30, 2007, the capital le
of CIB Marine and each of its subsidiary banks exiesl the minimum levels required by the Writtenefgnent or Memoranda.

Note 13-Loss Per Share Computations

The following provides a reconciliation of basidadiluted loss per share from continuing operations

Quarter Ended June 30, Six Months Ended June 30,
2007 2006 2007 2006
(Dollars in thousands, except share and per shareath)
Loss from continuing operations $ (1,42¢) $ (3,730 $ (3,657 $ (7,65%)
Weighted average shares outstanding:
Basic 18,333,77 18,333,77 18,333,77 18,333,77
Effect of dilutive stock options outstanding — — — —
Diluted 18,333,77 18,333,77 18,333,77 18,333,77
Per share loss:
Basic $ (0.0¢) $ 0.27) $ 0.20) $ (0.42)
Effect of dilutive stock options outstanding — — — _
Diluted $ (0.0¢) $ (0.27) $ (0.20) $ (0.42)

Because CIB Marine had a net loss from continuipgrations in each of the quarters and six montlieeédune 30, 2007 and 2C
options to purchase 1,108,329; 976,558; 1,139,4606d4 3,490 shares, respectively, were excluded fhentalculation of diluted loss per st
since their assumed exercise would be anti-dilutive

Note 14-Subsequent Events
Regulatory Orders and Agreements

The Memoranda at Central lllinois Bank and MarinenB were terminated in December 2007 and Janua®g, 2@spectively, aft
which none of the subsidiary banks were party tofarmal or informal regulatory agreement or order.

FHLB Stock I nvestment

In October 2007, the Federal Home Loan Bank of &jucentered into a consensual Cease and Desist O@feer”) with the Feder:
Housing Finance Board, which will guide the FHLBIi€go’s operations going forward. In addition to seveegluired actions and restrictic
agreed to in the Order, the FHLB Chicago is reglite obtain prior written approval from the Fedekdusing Finance Board for t
redemption or repurchase of any capital stock froembers and the payment of any dividends to itsesinéders. The FHLB Chicago ste
that it will continue to provide to its membersuidity and funding through advances and the puldsanortgages, and continue to sup
affordable housing and economic development. CIBihdais a member, shareholder and customer of Fid@lBago currently utilizin
advances from the FHLB Chicago to assist in medtiegfunding and liquidity needs of the subsidiaanks of CIB Marine. In October 2C
and January 2008, the FHLB Chicago announced itldvoot declare a dividend for the third or fourtbagters of 2007 respectively,.
December 31, 2007, CIB Marine had $11.5 millionFidLB Chicago stock, of which $4.0 million was cateiged as required as definec
Note &-Other Assets in Part |, Iltem I-Financial Staterseftthis Form 10-Q.
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Loan Pool Purchase

In the last half of 2007, CIB Marine increased tbgs provision rates on the two home equity pobfsurchased during 2006 and 2(
primarily due to the general deterioration in tlwadition of the housing markets and housing finamegkets. At June 30, 2007 and Decem
31, 2007, the balance of these loans was $82.2om#ind $73.0 million, respectively, and the allow@ for loan loss allocated to these Ic
was $2.3 million and $5.3 million, or 2.7% and 7.,3¥spectively, of the outstanding balance of tHeaas. Additionally, at June 30, 2007
December 31, 2007, $0.6 million and $2.4 millicespectively, of these loans were classified as cunoal.

Other I nvestments

During the third quarter of 2007, CIB Marisehvestment in the common and preferred capital lohited liability corporation engaged
the development of owner-occupied housing in gigalifow-income communities was deemed impaired, and aniimpat loss for the enti
$0.8 million carrying value of the investment wasagnized.

Branch Activities

During the fourth quarter of 2007, Marine Bank eldsts Milwaukee, Wisconsin branch which had to@posits of $12.2 million at Ju
30, 2007. Deposits of the closed branch were tearesd to other Marine Bank branches.

Late Filing of Tax Returns

CIB Marine did not file all required federal anést tax returns for calendar years 2004, 2005 806 By the required due dates. Altho
CIB Marine did not report taxable income duringseeriods, penalties and interest may still bessesl by the Internal Revenue Sel
and/or applicable state departments of revenuenfAlse first quarter of 2008, CIB Marine was cutraith all its federal and state tax ret
filings.

Municipal Bond Insurer Rating Downgrades

Since December 31, 200due to economic conditions, several nationallyogmized rating agencies downgraded the credigatd
several of the investment grade credit insuring games. Several of the downgraded companies imsurgcipal obligation investments owr
by CIB Marine. The municipal obligations have a palue of $16.5 million and a fair value of $16.4llimn as of December 31, 2007. C
Marine has not recognized any impairment on thdetad municipal obligations and the securities atill considered investment gr:
quality as rated by the rating agencies.

MICR

At both June 30, 2007 and December 31, 2007, thmaireng net liabilities of MICR consisted of incorntexes payable to its parent.
January 2008, MICR filed Articles of Dissolution.

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

CIB Marine currently plans to hold its 2008 annoeeting of shareholders on May 29, 2008. Any hotdexommon stock who wishes
submit a proposal to be included in CIB Marm@roxy materials in connection with the 2008 ahmo@eting must submit the proposal to |
Marine’s Secretary and General Counsel, Daniel Rasmubgefpril 2, 2008. The holder submitting the proposaust have owned comm
stock having a value of at least $2,000 for attleas year prior to submitting the proposal andesent to CIB Marine that the holder inte
to hold those shares of common stock through tkes afethe 2008 annual meeting.

The following discussion and analysis presents BEine’s consolidated financial condition as of June 3W72and results of operatic
for the quarter and six months ended June 30, 20Bia. discussion should be read together with thesclidated financial statements
accompanying notes contained in Part I, Item lhaf Form 10-Q, as well as CIB Marine’s Annual Repor Form 10K for the year ende
December 31, 2006.
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FORWARD-LOOKING STATEMENTS

CIB Marine has made statements in this quartegypmeon Form 10-Q that constitute “forward-lookisgtementsiithin the meaning ¢
the Private Securities Litigation Reform Act of BOCIB Marine intends these forwalabking statements to be subject to the safe h
created thereby and is including this statemenauail itself of the safe harbor. Forwalabking statements are identified generally
statements containing words and phrases such ag,™f@&oject,” “are confident,” “should be,” “willbe,” “predict,” “believe,” “plan,”
“expect,” “estimate,” “anticipate” and similar exgssions. These forward-looking statements refléBtMarine’s current views with respect
future events and financial performance, which subject to many uncertainties and factors relatmgCIB Marines operations and t
business environment, which could change at ang.tim

There are inherent difficulties in predicting fastdhat may affect the accuracy of forwdmdking statements. These factors include t
referenced in Part |, Item 1A-Risk Factors of CIERfhe’s Annual Report on Form 10for the year ended December 31, 2006, and ashe
described from time to time in CIB Marine’s subsequSEC filings, and such factors are incorpordteckin by reference. See also Item 1-
Legal Proceedings in Part Il of this Form 10-Q.

These risks and uncertainties should be consideredaluating forwardeoking statements, and undue reliance should agilaced o
such statements. CIB Marine does not assume aigatibh to update or revise any forwdobking statements subsequent to the date on
they are made, whether as a result of new infoonafuture events or otherwise.

Results of Operations
Overview

During the first half of 2007, CIB Marine continu@d expense management initiatives and took a eumbsteps to return to profitabili
including focusing on tofine revenue growth by expanding lending produptsichasing pools of prime home equity loans andchetihc
experienced commercial bankers. In addition MaBamk sold two of its branches. CIB Marine contintleel wind down of the remaini
business affairs of its discontinued operationscivhare comprised of MICR; MSI; and CIB Constructiamcluding its subsidiary, Canrc
which is in voluntary liquidation.

During the second quarter of 2007, CIB Marine hatlasses of $0.2 million compared to net losse®30f million during the same per
in 2006. Loss from continuing operations decreg&2d million from $3.7 million to $1.4 million andet loss from discontinued operati
increased $1.2 millioriThe increase in discontinued operations was maiag/to a $1.3 million partial reversal of a tax esyre item related
a subsidiary CIB Marine sold in 2004. See NoteBhasis of Presentation in Part I, Item 1 of thigriat0-Q for further information on this ti
exposure itemThe decrease in net income from continuing opeamatigas primarily due to a $0.7 million negativevismn for credit losses
the second quarter of 2007 as compared to a $@ibnrexpense during the second quarter of 2006afd.9 million reduction in noninter
expense. The second quarter 2007 decrease in emshexpense, as compared to the second qua@@y ®8s mainly due to (i) reductions
other noninterest items during the second quaféi7 Zas a result of management initiatives and traades/closings; and (ii) a $0.6 mill
securities impairment recognized during the seaqunarter of 2006 compared to none recognized ins#eond quarter of 2007. These
savings were partially offset by an $0.8 milliomluetion in gain recognized on the sale of brandetsand deposits during the second qt
of 2007 as compared to the second quarter of 2006.

CIB Marine’s net loss decreased $5.5 million from a net Ids®7c6 million for the six months ended June 300&@o a net loss of $Z
million for the six months ended June 30, 2007.sLfoem continuing operations decreased $4.0 mifiiom $7.7 million to $3.7 million for tt
six months ended June 30, 2006 and 2007, resplctNet income from discontinued operations inceeb$1.5 million between the sa
respective periods he increase in net inocme from discontinued opmratwas mainly due to a $1.3 million partial ressdrof a tax exposu
item related to a subsidiary CIB Marine sold in 20Gee Note 1 - Basis of Presentation in Parteimltl of this form 1@ for furthe
information on this tax exposure item.

The $4.0 million decrease in loss from continuipgm@tions for the six months ended June 30, 20@Mpared to the six months en
June 30, 2006, was driven by a $5.6 million de@easoninterest expense and a $0.5 million in@dagain on sale of assets and depr
partially offset by a $2.3 million increase in theovision for credit losses resulting in part fr@n increased loan portfolio. The decreas
noninterest expense consisted primarily of a $2l8om decrease in other expense mainly due to .8 $dillion contingent liability expen:
recognized in the first half of 2006 related to tHadley litigation (see Item 1-Legal ProceedingsPart Il of this Form 1@ for furthe
discussion on this litigation); a $1.1 million seites impairment recognized during the first haff2006 as compared to none recogn
during the same period of 2007; a $1.0 million dase in compensation and employee benefits inirgtesfx months of 2007 resulting fr
management initiatives and branch closings and sald a $0.5 million decrease in professional fieeimg the same period.
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CIB Marine had 26 banking facilities at June 30020and 30 at December 31, 2006; and 268tiimié equivalent employees at June
2007, compared to 301 at December 31, 2006.

The following table sets forth selected unauditedsolidated financial data. The selected unauditetsolidated financial data should
read in conjunction with the Unaudited Consolidafgthncial Statements, including the related notes.

Selected Unaudited Consolidated Financial Data

At or For the Quarter Ended June At or For the Six Months Ended
30, June 30,

2007 2006 2007 2006
(Dollars in thousands, except share and per shareath)

Selected Statements of Operations Data

Interest and dividend income $ 15,77 $ 15,017 $ 31,17¢ % 29,38¢
Interest expense 9,78¢ 9,34¢ 19,63 18,19:
Net interest income 5,98¢ 5,671 11,54: 11,19:
Provision for (reversal of) credit losses (687) 137 13 (2,285)
Net interest income after provision for credit less 6,67( 5,53¢ 11,52¢ 13,47¢
Noninterest incom 60z 1,33¢ 2,391 1,831
Noninterest expens 8,70( 10,64 17,57¢ 23,19:
Loss from continuing operations before income taxes (1,42¢) (3,779 (3,659 (7,885
Income tax expense (benefit) — (43 3 (231)
Net loss from continuing operations (1,42¢) (3,730 (3,657 (7,659

Discontinued operations:
Pretax income (loss) from discontinued operations (14) 33 40z 287
Income tax expense (benefit) (1,237 43 (1,169 231
Net income (loss) from discontinued operations 1,21¢ (10 1,56¢ 56
Net loss $ (212) $ (3,740 $ (2,090 $ (7,59¢)

Common Share Data
Basic earnings (loss) per share:

Loss from continuing operations $ (0.0§) $ 0.2) $ 0.20 $ (0.42)
Discontinued operations 0.07 (0.00 0.0¢ 0.0C
Net loss $ (0.0)) $ (0.2)) $ 0.1)) $ (0.42)
Diluted earnings (loss) per share:
Loss from continuing operations $ (0.0§) $ 0.2) $ 0.20 $ (0.42)
Discontinued operations 0.07 (0.00 0.0¢ 0.0C
Net loss $ (0.0)) $ 0.2)) $ 0.1)) $ (0.42)
Dividends — — — —
Book value per share $ 36z $ 3.7C $ 36z $ 3.7¢C
Weighted average shares outstanding-basic 18,333,77 18,333,77 18,333,77 18,333,77
Weighted average shares outstanding-diluted 18,333,77 18,333,77 18,333,77 18,333,77
Financial Condition Data
Total assets (less assets of companies held fposhd) $ 928,11: $ 1,04584 $ 928,11 $ 1,045,84
Loans 588,32: 540,03! 588,32: 540,03!
Allowance for loan losses (21,019 (23,109 (21,019 (23,109
Securities 277,90¢ 378,90¢ 277,90¢ 378,90¢
Deposits 737,87: 752,38¢ 737,87 752,38t
Deposits of branches held for sale — 92,17¢ — 92,17¢
Borrowings, including junior subordinated debensure 89,93t 100,88¢ 89,93t 100,88¢
Stockholders’ equity 66,37 67,91: 66,37 67,91:

Financial Ratios and Other Data
Performance ratios:



Net interest margin (1) 2.5% 2.22% 2.41% 2.1%

Net interest spread (2) 1.7¢ 1.5t 1.64 1.52
Noninterest income to average assets (3) 0.2t 0.51 0.5C 0.34
Noninterest expense to average assets 3.6€ 4.0z 3.6 4.34
Efficiency ratio (4) 132.0( 151.8¢ 126.1: 178.1(
Loss on average assets (5) (0.60) (1.41) (0.7¢) (1.49%)
Loss on average equity (6) (8.19 (21.09) (10.4)) (20.9¢)

Asset quality ratios:
Nonaccrual loans, restructured loans and loansa98 di

more past due and still accruing to total loans 3.45% 4.6% 3.5(% 4.6%%
Nonperforming assets and loans 90 days or moredpa

and still accruing to total assets 2.1¢ 2.44 2.2¢ 2.44
Allowance for loan losses to total loans 3.57 4.2¢ 3.57 4.2¢

Allowance for loan losses to nonaccrual loans,
restructured loans and loans 90 days or more pi&st

and still accruing 103.7( 91.1¢ 102.1¢ 91.1¢

Net charge-offs (recoveries) annualized to avelages 0.1z (0.35 (0.09) (0.20
Capital ratios:

Total equity to total assets 7.15% 6.4<% 7.15% 6.4<%

Total risk-based capital ratio 19.41 20.6¢ 19.41 20.6¢

Tier 1 risk-based capital ratio 12.8¢ 14.01 12.8¢ 14.01

Leverage capital ratio 9.72 9.17 9.72 9.17
Other data:

Number of employees (full-time equivalent)(7) 26¢€ 31¢ 26¢ 31¢

Number of banking facilities 26 34 26 34

(1) Net interest margin is the ratio of annualized imétrest income, on a t-equivalent basis, to average intereatning assets. In t
future, CIB Marine does not expect to realize la#l tax benefits associated with axempt assets due to substantial losses and &
30, 2007 and 2006, no U.S. federal or state losylwack potential remains. Accordingly, the 2004 &006 interest income on tax-
exempt earning assets has not been adjusted ¢otréfk tax-equivalent basis. If 2007 and 2006ke&h shown on a teeguivalent bas
of 35%, the net interest margin would have beedi%.@nd 2.27% for the quarter and 2.52% and 2.21%h# six months ended Jt
30, 2007 and 2006, respectively.
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(@)
®3)
(4)

(5)
(6)
(7)

Net interest rate spread is the yield on averatgeds-earning assets less the rate on average intezasinl liabilities.
Noninterest income to average assets excludes gathlbsses on securitie

The efficiency ratio is noninterest expensddéid by the sum of net interest income, on adguivalent basis, plus noninterest incc
excluding gains and losses on securities.

Loss on average assets is annualized net ioisled by average total assets.
Loss on average equity is annualized net logdetl by average common equity.

Does not include employees of Canron and MICR whiehmanufacturing companies held for disposals&lmmpanies had aggre(
full-time equivalent employee of 2 in 2007 and 2006

Net I nterest Income

The following table sets forth average balance tstiata, interest income, or interest expense, badvterage rates earned or paid for

of CIB Marine’s major asset, liability and stockflets’ equity categories. In the future, CIB Marine may realize all of the tax benet
associated with tax-exempt assets due to subdthostszes. Accordingly, interest income on tax-exehoans and taxexempt securities for 20
and 2006 has not been adjusted to reflect thedakralent basis. See the Income Tax discussioadditional information.

Quarter Ended June 30,
2007 2006
Average Average

Average Interest Yield/Cost Average Interest Yield/Cost
Balance Earned/Paid Balance Earned/Paid

(Dollars in thousands)

Assets
Interest-earning assets
Securities (1):

Taxable $ 277,04C $ 3,362 4.85% $ 41494: $ 4,73¢ 4.57%
Tax-exempt (2) 1,63( 20 4.91 3,63( 41 4.5;
Total securities 278,67( 3,38¢ 4.8t 418,57 4,77¢ 4,57
Loans held for sale 93 2 8.6: — — —
Loans (3)(4):
Commercial 58,53: 1,10C 7.5¢ 58,60: 994 6.8(
Commercial real estate 415,26’ 8,06( 7.7¢ 415,33 7,401 7.1¢
Consumer 117,92¢ 2,471 8.4( 29,12¢ 532 7.3¢
Total loans 591,72 11,63: 7.8¢ 503,06 8,921 7.12
Federal funds sold 57,49: 75€ 5.2¢ 99,61" 1,311 5.2¢
Total interest-earning assets 927,98 15,77 6.81 1,021,25. 15,017 5.8¢
Noninterest-earning assets
Cash and due from banks 16,21: 23,25¢
Premises and equipment(5) 10,43: 13,08’
Allowance for loan losses (21,059 (22,829
Receivables from sale of stock (121) (201)
Accrued interest receivable and ot
assets 20,30¢ 23,75¢
Total noninterest-earning asse 25,77: 37,07¢
Total assets $ 953,75! $ 1,058,32

Liabilities and Stockholders’
Equity
Interest-bearing liabilities



Deposits:
Interest-bearing demand deposil
Money market
Other savings deposits
Time deposits (6)
Total interest-bearing deposits(5)
Borrowings-short-term
Borrowings-long-term
Junior subordinated debentures

Total borrowed funds
Total interest-bearing liabilities

Noninterest-bearing liabilities
Noninteres-bearing demand depos

®)

Accrued interest and other liabilitie

Total noninterest-bearing
liabilities

Total liabilities

Stockholders’ equity

Total liabilities and stockholders’
equity

Net interest income and net
interest rate spread (2)(7)

Net interest-earning assets

Net interest margin (2)(8)

Ratio of average interest-earning
assets to average interedtearing
liabilities

(1) Federal Home Loan Bank stock and Federal Redgank stock are included in average balance aldsyi
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$ 36,98 92 1.0%$ 4559 $ 10€ 0.9%%
172,74¢ 1,80¢ 4.1¢ 200,43 2,01¢ 4.0
15,64t 39 1.0¢ 22,84: 58 1.0
463,72( 5,487 4.7¢ 508,54 5,01¢ 3.9¢
689,10: 7,42z 4.3 777,41 7,19¢ 3.71
20,76 242 4.67 17,53 172 3.9¢

— — — 7,25( 92 5.0¢
61,85 2,11¢ 13.7( 61,85 1,88: 12.1¢
82,62 2,361 11.4: 86,64( 2,14¢ 9.9
771,72¢ 9,78 5.0¢ 864,05 9,34¢ 4.3
77,18: 92,87t
34,50¢ 30,28:
111,69: 123,15¢
883,41 987,21
70,33 71,11¢
$ 953,75 $ 1,058,32
5,98¢ 1.75% $ 5,671 1.55%
$ 156,25 $ 157,20
2.5% 2.2:%
1.2 1.1€




()

In the future, CIB Marine may not realize dlltbe tax benefits associated with axempt assets due to substantial losses and aB0
2007 and 2006, no U.S. federal or state loss cadiytpotential remains. Accordingly, 2007 and 2006 ot presented on a tax-
equivalent basis. If 2007 and 2006 had been showe taxequivalent basis of 35%, the net interest marginld/bave been 2.61% &
2.27%, respectively.

(3) Loan balance totals include nonaccrual loans.
(4) Interest earned on loans includes amortized feas of $0.2 million for both quarters ended J80e2007 and 2006.
(5) Includes fixed assets and deposits of branbbkkfor sale or sold during 2007 and 2006.
(6) Interest rates and amounts include the effefctierivatives entered into for interest rate risinagement and accounted for as fair value
hedges.
(7) Netinterest rate spread is the yield on averaggds-earning assets less the rate on average intezasil liabilities.
(8) Netinterest margin is the ratio of annualizedintgrest income, on a t-equivalent basis, to average interest-earningsasse
Six Months Ended June 30,
2007 2006
Average Average
Average Interest Yield/Cost Average Interest Yield/Cost
Balance Earned/Paid Balance Earned/Paid
(Dollars in thousands)
Assets

Interest-earning assets
Securities (1):

Taxable $ 304,83( $ 7,48¢ 491% $ 441,39 $ 9,50: 4.31%
Tax-exempt (2) 1,691 42 4.9t 3,971 8¢ 4.4¢
Total securities 306,52 7,52¢ 4,91 445,37 9,597 4.31]
Loans held for sale 68 2 5.9¢ — — —
Loans (3)(4):
Commercial 55,81 2,041 7.37 60,35¢ 1,98¢ 6.64
Commercial real estate 412,00( 15,59 7.6% 417,44¢ 14,61: 7.0¢€
Consumer 101,99( 4,22¢ 8.3¢ 28,03« 97C 6.9¢
Total loans 569,80: 21,86: 7.7¢ 505,84 17,56¢ 7.0C
Federal funds sold 65,21: 1,78: 5.51 87,65( 2,22¢ 5.12
Total interest-earning assets 941,61( 31,17¢ 6.6€ 1,038,86! 29,38¢ 5.6¢
Noninterest-earning assets
Cash and due from banks 18,41 23,82:
Premises and equipment(5) 10,77( 13,26
Allowance for loan losses (21,089 (23,890
Receivables from the sale of stock (139) (201
Accrued interest receivable and ot
assets 21,02: 24,70(
Total noninterest-earning asse 28,98 37,69¢
Total assets 970,59: $ 1,076,56.
Liabilities and Stockholders’
Equity
Interest-bearing liabilities
Deposits:
Interest-bearing demand deposi 37,08 $ 17¢ 0.97% $ 47,03: $ 23C 0.9%%
Money market 174,61 3,57¢ 4.1z 200,55¢ 3,72¢ 3.7¢
Other savings deposits 16,08( 79 0.9¢ 24,24¢ 121 1.01



Time deposits (6) 472,10( 11,01¢ 4.71 520,99 9,871 3.82
Total interest-bearing deposits(5) 699,87" 14,85( 4.2¢ 792,83t 13,94¢ 3.5t
Borrowings-short-term 25,04 601 4.8¢ 17,30¢ 324 3.7¢
Borrowings-long-term 552 14 5.11 7,25( 182 5.0¢€
Junior subordinated debentures 61,85’ 4,17( 13.4¢ 61,85’ 3,73¢ 12.0¢
Total borrowed funds 87,45( 4,78¢ 10.9¢ 86,41: 4,24¢ 9.8¢

Total interest-bearing liabilities 787,32 19,63t 5.0Z 879,24 18,19: 4.17
Noninterest-bearing liabilities
Noninteres-bearing demand depos
(5) 78,33 94,73:
Accrued interest and other liabilitie 34,12¢ 28,94*
Total noninterest-bearing
liabilities 112,45¢ 123,67
Total liabilities 899,78 1,002,92!
Stockholders’ equity 70,80¢ 73,63¢
Total liabilities and stockholders’

equity $ 970,59: $ 1,076,56.
Net interest income and net

interest rate spread (2)(7) $ 11,54: 1.64% $ 11,19: 1.52%
Net interest-earning assets $ 154,28: $ 159,61
Net interest margin (2)(8) 2.47% 2.1%

Ratio of average interest-earning
assets to average interediearing
liabilities 1.2C 1.1¢

(1) Federal Home Loan Bank stock and Federal Re€gank stock are included in average balance aidsyi
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(2) Inthe future, CIB Marine may not realize dlltbe tax benefits associated with taxempt assets due to substantial losses and aB0
2007 and 2006, no U.S. federal or state loss cadiytpotential remains. Accordingly, 2007 and 2006 ot presented on a tax-
equivalent basis. If 2007 and 2006 had been showe taxequivalent basis of 35%, the net interest marginld/dave been 2.52% s
2.21%, respectively.

(3) Loan balance totals include nonaccrual loans.
(4) Interest earned on loans includes amortized feas of $0.3 million for both the six months eshdene 30, 2007 and 2006.
(5) Includes fixed assets and deposits of branbbkkfor sale or sold during 2006 and 2007.

(6) Interest rates and amounts include the effectedbatives entered into for interest rate risk ngggmaent and accounted for as fair vi
hedges.

(7) Netinterest rate spread is the yield on averaggds-earning assets less the rate on average intezasil liabilities.
(8) Netinterest margin is the ratio of annualizedintgrest income, on a t-equivalent basis, to average interest-earningsasse

Net interest income increased $0.3 million durimghbthe quarter and six months ended June 30, 2066ipared to the same period
2006. The increase in net interest income was veldnven. The ratio of average interest-earnin@tas® average intereearing liabilitie:
increased from 1.18 for both the quarter and sixtim®ended June 30, 2006 to 1.20 for the compapssleds of 2007. Additionally, the n
of interest-earning assets changed as lower yigldecurities, which accounted for 41% and 43% tdl timterestearning assets during
guarter and six months ended June 30, 2006, decte¢as30% and 32% of interes&rning assets during the same respective pemoded:
and higher yielding loans increased from 49% fahlibe quarter and six months ended June 30, 2068% and 60% of total interes&rning
assets during the same respective periods of 2007.

Total interest income increased $0.8 million, d9%, from $15.0 million for the second quarter oD&o $15.8 million for the seco
qguarter of 2007. The increase was driven by a 9sbaoint increase in the average yield of inteeashing assets during a rising
environment, partially offset by a $93.3 milliorm, @1% decrease in the average balance of intesrging assets. The net increase in avi
yield on interes-earning assets was primarily due to an increasetémest income on loans which increased $2.7 anillnainly due to a -
basis point increase in the average yield on saeshta and an $88.7 million increase in the avebatgnce resulting from the purchase of fi
rate second lien home equity loans during the stcmarter of 2006 and the first quarter of 2007e Tiicrease in loan interest income
partially offset by a $1.4 million decrease in et income on securities. The decrease in int@resime on securities was primarily due
$139.9 million decline in the average balance phytioffset by rising yields in the investment dolio. The reduction in the investm:
portfolio average balances was due to the 2007sigpoing of interesearning assets to higher yielding assets and teigediquidity for
branch sales.

Total interest income increased $1.8 million, di%6, from $29.4 million for the six months ended @0, 2006 to $31.2 million for the
months ended June 30, 2007. The increase was sh of a 97 basis point increase in the averaghlyon interesearning assets, partia
offset by a $97.3 million, or a 9.4%, decreasevierage interest-earning assets. The largest ineieagverage yield on interesérning asse
resulted from interest income on loans, which iasesl $4.3 million, or 24.4%, due to increased @ek@lances on loans resulting from
purchase of the home equity pools and higher yiglois1g a rising rate environment. The increasleam interest income was partially offse!
a $2.1 million decrease in interest income on ggesr The decrease in interest income on secsiritias primarily due to a decline in
average balance which was partially offset by gsyields in the investment portfolio. The reductionthe investment portfolio avere
balances was due to the 2007 repositioning oféstezarning assets to higher yielding assets aptbtade liquidity for branch sales.
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Total interest expense increased $0.4 million f&@8 million in the second quarter of 2006 to $illion in the second quarter of 20
Interest expense on deposits, the largest compafénterestbearing liabilities, increased $0.2 million in tbecond quarter of 2007 compe
to the same period in 2006. The increase in intemgsense on deposits was driven by a 61 basig pairease in the average yield on ¢
liabilities, partially offset by a $88.3 million deease in the average balance of these deposithtidkally interest expense on borrowii
increased $0.2 million during the same period prilpalue to the rising rate environment and the poomding effect of interest paym
deferrals on junior subordinated debentures. CiBindahas elected to defer all interest paymenissgtinior subordinated debentures stal
in 2004. Interest accrues on each of the deferagtinpnts at the coupon rate of the debentures,imgeatcompounding effect for the intel
expense of the debentures. This causes intereshsgdor the debentures to increase each yeareuwine an increasing percentage of
interest expense and total average intdvearing liabilities. In addition, the total averagarning assets have decreased making the ir
expense burden of the debentures even greater.

Total interest expense increased $1.4 million f@&#8.2 million for the six months ended June 30,&2@0$19.6 million for the six mont
ended June 30, 2007. Interest expense on depositased $0.9 million resulting from a 73 basispoicrease in the average yield durir
rising rate environment, partially offset by a $®8nillion decrease in the average balance of istérearing deposits. Additionally, inter
expense on borrowings increased $0.5 million prilpatue to the rising rate environment and the coummgling effect of interest paym
deferrals on junior subordinated debentures.

CIB Marine’s net interest rate spread was 1.73% and 1.55%héosecond quarter of 2007 and 2006, respectivélg. net interest ra
spread increased 12 basis points from 1.52% fosithenonths ended June 30, 2006 to 1.64% for tkemsinths ended June 30, 2007.
increase for the six months ended June 30, 2007pwamarily due to the yield on average earning t&sasing faster than the average co:
interestbearing liabilities. The rise in yields on averagening assets was partially due to the increasmaims to total average earnings as
as loans provided higher yields than securitie® iét interest margin increased 37 basis pointa #922% for the second quarter of 200
2.59% for the second quarter of 2007 and increbge®ll basis points from 2.16% for the six monthdeghJune 30, 2006 to 2.47% for the
months ended June 30, 2007. The net interest matigened by more than the interest spread in battsecond quarter and first half of 2
compared to the same periods in 2006. The differdéetween the changes in the net interest margmpared to the changes in the net ints
spread is partially due to the increase in yieldassets funded by noninterest-bearing liabilitied capital.

The following table presents an analysis of charigaset interest income resulting from changesviarage volumes of interestrning
assets and interest-bearing liabilities, and awerates earned and paid:

Quarter Ended June 30, 2007 Compared to Six Months Ended June 30, 2007 Compared to

Quarter Ended June 30, 2006 (3) Six Months Ended June 30, 2006 (3)
% %
Change Change
Volume Rate Total Volume Rate Total

(Dollars in thousands)
Interest Income

Securities-taxable $ (1,659 $ 281 $ (1,379 (29.09%% (3,229 $ 1,207 $ (2,019 (21.22)%
Securities-tax-exempt(1) (24) 4 (22) (51.22) (55) 8 (47) (52.87)
Total securities (2) (1,682) 28t (1,397 (29.29) (3,279 1,21t (2,069 (21.57)
Loans held for sale 2 — 2 2,000.0( 2 — 2 2,000.0¢
Commercial @ 107 10€ 10.6€ (15€) 211 55 2.7
Commercial real estate (@)} 66C 65¢ 8.9C (193) 1,17¢ 981 6.71
Consumer 1,85( 89 1,93¢ 364.4% 3,031 22¢ 3,25¢ 335.9¢
Total loans (including fees) 1,84¢ 85€ 2,70¢ 30.2¢ 2,68 1,61z 4,29t 24.4¢
Federal funds sold (556) 3 (559) (42.19) (609) 162 (447) (19.89)
Total interest income (1) (38¢) 1,14« 75€ 5.0¢ (1,19¢) 2,99( 1,792 6.1C
Interest Expense
Interestbearing demand depos (22) 7 (14) (13.2)) (48) 3 (52) (22.1%)
Money market (286€) 73 (213) (10.5¢6) (509) 357 (152) (4.0¢)
Other savings deposits (18) (@H)] (19 (32.7¢) (40) 2 (42 (34.77)
Time deposits (469) 94( 471 9.3¢ (98¢) 2,13¢ 1,147 11.6¢
Total deposits (799 1,01¢ 22t 3.1 (1,585 2,48 90z 6.47
Borrowings-short-term 35 34 69 39.8¢ 17C 107 277 85.4¢

Borrowings-long-term (92 — (92 (200.00) (16€) — (16€) (92.3))



Junior subordinated debenture — 23€ 23€ 12.57 — 431 431 11.5¢

Total borrowed funds (57) 27C 21¢ 9.92 2 53¢ 54(C 12.7:
Total interest expense (851) 1,28¢ 43¢ 4.6¢ (1,589 3,02¢ 1,442 7.97
Net interest income (1) $ 465 $ (145 $ 31¢ 5.61% $ 38t 3 (35 $ 35C 3.12%

(1) Inthe future, CIB Marine may not realize diltbe tax benefits associated with @xempt assets due to substantial losses and aB0
2007 and 2006, no U.S. federal or state loss cadiytpotential remains. Accordingly, 2007 and 2006 aot presented on a tax-
equivalent basis.
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(2) Federal Home Loan Bank stock and Federal Re€gank stock are included in average balance aidsyi

(3) Variances which were not specifically attributatdevolume or rate have been allocated proportignaditween volume and rate us
absolute values as a basis for the allocation. bmoal loans were included in the average balansed in determining yields.

Provision for Credit Losses

The provision for credit losses represents chargade to earnings in order to maintain an adequideance for loan losses and |
contingencies for unfunded commitments and stanelibgrs of credit. The provision for credit lossess a negative $0.7 million in the sec
quarter of 2007 compared to a $0.1 million charg¢he second quarter of 2006. For the six monthlie@rune 30, 2007, the provision
credit losses was a $0.01 million, compared to gatiee $2.3 million during the same period of 200&is change in the provision v
primarily due to an increase in total commercialnemercial real estate and commercial real estatstagction loans during the first six mor
of 2007 as compared to a decrease in the totdiesfet loans during the same period of 2006; a deer@anet recoveries; and an additit
provision related to the 2007 purchase of the dased pool of fixed rate second lien home equignk Net recoveries during the first
months of 2007 were $0.1 million while net recoesrduring the same period of 2006 were $0.5 mill@uaring the second quarter and 1
half of 2007, the provision for credit losses ird#d approximately $0.1 million and $1.6 millionspectively, related to the purchased h
equity pools as compared to $0.9 million duringhbitte second quarter and first half of 2006. Th@728llocated provision was primarily ¢
to the purchase of the second pool of home eqadépd in February 2007, and the 2006 provision wastd the purchase of the first poo
home equity loans in June 2006.

The negative $0.7 million provision for loan los$edhe second quarter of 2007 resulted mainly feoneduction in impaired loans an
reduction in the provision related to higher riskus.

Noninterest |ncome

The following table presents the significant comgrais of noninterest income:

Six Months Ended June 30,
Quarter Ended June 30,

2007 2006 2007 2006
(Dollars in thousands)
Loan fees $ 197 $ 76 % 24 $ 12¢€
Deposit service charges 22¢ 27¢ 47t 541
Other service fees 41 72 96 10¢
Other income 59 22 10¢ 127
Net gain on sale of assets and depc¢ 76 887 1,471 927
$ 60z $ 1,33 $ 2397 $ 1,831

Noninterest income decreased $0.7 million, fron8$tillion for the quarter ended June 30, 2006 t® $illion for the comparable peri
in 2007, primarily due to a $0.8 million decreaseet gain on the sale of assets and depositsn@thie second quarter of 2006, two bran
of Marine Bank were sold, resulting in a total psegain of $0.9 million, while during the secondacter of 2007 one Marine Bank branch
sold resulting in a $0.1 million loss.

Noninterest income was $2.4 million and $1.8 millir the six months ended June 30, 2007 and 2@3pectively. The increase v
mainly due to an increase in net gain on the shleranch assets and deposits. During the first 62007, CIB Marine recognized a $
million net pretax gain on these sales as comparad$0.9 million net pretax gain during the saregqa of 2006.

Noninterest Expense
The following table presents the significant comgrats of noninterest expense:

Six Months Ended June 30,
Quarter Ended June 30,

2007 2006 2007 2006

(Dollars in thousands)
Compensation and employee benefits $ 5,00/ $ 527: $ 10,12( $ 11,108




Equipment 79¢€ 90¢ 1,61¢ 1,81¢

Occupancy and premises 84¢ 84z 1,66( 1,704
Professional services 672 98¢ 1,40¢ 1,872
Impairment loss on investment securities — 621 — 1,13¢

Other expense:
Payroll and other processing charges 22 18 42 49
Correspondent bank charges 55 65 104 132
Advertising/marketing 164 168 332 32¢
Communications 19t 361 47t 68¢
Supplies and printing 70 88 151 182
Shipping and handling 10t 12¢ 23¢ 27¢
Collection expense 2 (42) 9 20
FDIC and state assessment 68 311 15C 66(
Recording and filing fees 77 66 102 104
Other expense 62: 851 1,177 3,12:
Total other expense 1,377 2,011 2,77¢ 5,56
Total noninterest expense $ 8,70C $ 10,64: $ 17,57¢ $ 23,19:
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Total noninterest expense decreased $1.9 milliod88%, from $10.6 million for the second quaxd&2006 to $8.7 million for the secc
quarter of 2007. The decrease was primarily theltre$ the following:

« Compensation and employee benefits expense dedr&as& million, or 5.1%, from $5.3 million for theecond quarter of 2006,
$5.0 million for the second quarter of 2007. Therdase is primarily due to the sale and closureedfain bank branches during
last half of 2006 and the first half of 2007. Tleat number of fultime equivalent employees of companies includedointinuing
operations decreased from 318 at June 30, 2006&@®2June 30, 2007.

« Impairment loss on investment securities was $0l6om for the second quarter of 2006 compared ¢oenfor the second quarter
2007. During 2007, CIB Marine decided to sell dertaf its available for sale securities. When tlezidion was made to sell th
securities, CIB Marine had not yet filed its Jurle 3006 Form 1@®. As a result of this decision, CIB Marine detared it would nc
be holding these certain securities for a periodirng sufficient to recover the carrying value ahd 30, 2006. Accordingly, C
Marine realized a $0.6 million other-thé@mporary loss on these certain securities dutiegsecond quarter of 2006. There wer
such impairment losses during the second quart2®@7.

» Professional services expense decreased $0.3millie to decreased legal and accounting fees.

«  Other noninterest expense decreased $0.6 millivngoily due to a decrease in regulatory assessnegmt<ost savings resulting fr
management initiatives and the closure and saterdin bank branches.

Total noninterest expense decreased $5.6 millinB4d®%, from $23.2 million for the six months eddiine 30, 2006 to $17.6 million
the six months ended June 30, 2007. The decreaspnrimaarily the result of the following:

« Compensation and employee benefits expense dedr&ase million, or 8.9%, from $11.1 million for thex months ended June
2006, to $10.1 million for the six months endedel3® 2007. The decrease is primarily due to the aall closure of certain be
branches during the last half of 2006 and the fuadt of 2007. The total number of fullme equivalent employees of compal
included in continuing operations decreased fro® &LlJune 30, 2006 to 268 at June 30, 2007.

« Impairment loss on investment securities was $4llomfor the six months ended June 30, 2006 comgado none for the six moni
ended June 30, 2007. During 2007, CIB Marine detidesell certain of its available for sale sedesit As a result of this decisit
CIB Marine determined it would not be holding thesetain securities for a period of time sufficiémtrecover the carrying value
June 30, 2006. Accordingly, CIB Marine realizedlal®million other-thartemporary loss on these certain securities dufieditst si
months of 2006. There were no such impairment kdseing the first quarter of 2007.

« Professional services decreased $0.5 million malokyto reduced legal costs.

» Other expenses decreased $2.8 million mainly dua ®1.8 million contingent liability recognized the first quarter of 200
decreased regulatory assessments and cost saesiging from management initiatives and the clesand sale of certain be
branches. The contingent liability related to tletlsment of the Hadley litigation in the first gqtex of 2007. See Item lega
Proceedings in Part Il of this Form 10-Q for furtirformation regarding this litigation.
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Income Taxes

No tax benefit has been recognized on the congelidaet operating losses for 2007 and 2006 duegtdfisant federal and state |
operating loss carryforwards on which the realaatf related tax benefits is not more likely thet. The continuing operations income
benefits for the second quarter and six months @ddee 30, 2007 and 2006 consisted primarily ofalfexation of taxes, in accordance v
sharing agreements with companies included in dismoed operations that would have been payableithadt been for the losses fri
continuing operations included in CIB Marine’s colidated returns.

In June 2006, the FASB released FASB Interpretaion 48, Accounting for Uncertainty in Income Taxes-an Interpretation of FASB
Satement No. 109 (“FIN 48”). FIN 48 clarifies the accounting and reporting farcertainties in income tax law. FIN 48 prescrib
comprehensive model for the financial statemenbgaition, measurement, presentation, and disclosfinencertain tax positions taken
expected to be taken in income tax returns. CIBiaadopted FIN 48 on January 1, 2007 and has atetpthe process of evaluating
effect of FIN 48 on its consolidated financial staents as of January 1, 2007 and as of and faixhmonths ended June 30, 2007. The FII
adjustment is related to CIB Marine’s investmentimn lllinois Real Estate Investment Trust (“REIT8wned by its former lllinois bankit
subsidiary, which was sold in 2004. As of Decem®&r 2006, CIB Marine maintained a $1.9 million llab related to its exposure. T
cumulative effect of adopting FIN 48 was a $1.0lionil increase in liabilities of companies held tbsposal and a $1.0 million decrease tc
January 1, 2007 retained earnings balance. Duhiagsécond half of 2007 the statute of limitatiorpired with respect to a portion of t
exposure. As a result of this event, CIB Marineapgared $1.3 million of the tax liability throughaiedit to discontinued operations
expense while also recording a $0.1 million chamis discontinued operations tax expense forésteand penalties related to the remai
REIT tax exposure. At June 30, 2007 and Decembg2@16, respectively, CIB Marine had a $1.7 milleomd $1.9 million current tax liabili
related to the tax exposure of its former subsjdidhis amount is included in liabilities of compes held for disposal on the consolid:
balance sheets. At both June 30, 2007 and Decedihe006, CIB Marine also had a $0.5 million cutrx liability related to individuall
insignificant federal and state tax items. Of #sount $0.2 million is included in liabilities obmpanies held for disposal and $0.3 millio
netted against the income tax receivable includeather assets.

Financial Condition
Overview

During the first half of 2007, CIB Marine continuéd focus on improving its financial condition aatlocated increased resource
business development as part of its strategic fokdditionally, during the first half of 2007, CiIBlarine’s subsidiary bank Marine Bank s
the deposits and certain assets of two of its Wisicobranches. At June 30, 2007, CIB Marine haal trgsets of $931.0 million, a $66.6 mill
or 6.7% decrease from $997.6 million at December28D6. The majority of the asset decrease occunréavestment securities and fed:
funds sold, which combined decreased by $121.Iamilhainly in response to the decline in overajakits resulting from branch sales. T
decrease was partially offset by a $65.6 milliooréase in net loans driven by an increase in hoquétyeand commercial real est
construction loans. Home equity loans increased@bdillion primarily due to the purchase of a $48&ilion closed end pool of fixed re
second lien home equity loans during the first tpraof 2007.

Securities
Total securities at June 30, 2007, were $277.9anijlla decrease of $55.4 million, or 16.6%, fron3%3 million at December 31, 20!
The ratio of total securities to total assets wa9®% at June 30, 2007, compared to 33.4% at Deae®ihe2006. The decrease was primi

due to repayments and sales of U. S. governmemtcggend mortgage backed securities. In accordariteits liquidity risk manageme
strategies, CIB Marine used a portion of the prdede settle deposits sold as part of the braniels send purchase higher yielding assets.
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The net unrealized loss on available for sale séesiwas $4.2 million at June 30, 2007, compacefit.9 million at December 31, 20
The increase was primarily due to the rising ramgrenment during the first half of 2007.

Loans

Loans, net of the allowance for loan losses, w&@&7$ million at June 30, 2007, an increase of &@illion, or 13.1%, from Decemt
31, 2006 and represented 60.9% of CIB Masrtetal assets at June 30, 2007 and 50.3% at Dexe3ttb2006. The increase was primarily
to a $24.6 million increase in commercial real Estanstruction loans resulting from CIB Marigdjusiness development strategy and a !
million increase in home equity loans. In Febru2a®@7, CIB Marine purchased a $48.2 million closad pool of fixed rate second lien ha
equity loans from Residential Funding Corporati@mivision of General Motors Acceptance Corporatibime purchased pool consisted of
loans with a weighted average yield of 10.0%, tesmmaturity of 17.5 years, loan-to-value ratio d&®, borrower debt service-tneome ratio
of 40%, and FICO score of 709.

Credit Concentrations

At June 30, 2007, CIB Marine had two secured boimgwelationships (loans to one borrower or a szlagroup of borrowers) tt
exceeded 25% of stockholdeexjuity. At June 30, 2007, the total outstanding mwitments on these two borrowing relationships, udaic
lines of credit not fully drawn, was 34.3% of equitnd 3.9% of total loans, and the principal draamd outstanding on these two borrov
relationships was $22.8 million. At December 310@0CIB Marine had one borrowing relationship teateeded 25% of stockholdeegjuity
At December 31, 2006, the total outstanding committs on this borrowing relationship, including bnef credit not fully drawn, was 25.¢
of equity and 3.5% of total loans, and the printgrawn and outstanding on loans in this one boimgwelationship was $3.1 million

As shown in the following table, at June 30, 20078 Marine also had credit relationships within fandustries or industry groups t
exceeded 25% of its stockholders’ equity as conthtraix at December 31, 2006:

June 30, 2007 December 31, 2006
% of % of
INDUSTRY Outstanding % of Stockholders’  Qutstanding % of Stockholders’
Balance Loans Equity Balance Loans Equity
(Dollars in millions)
Commercial Real Estate Develope $ 155.( 26% 234% $ 143.2 27% 20C%
Residential Real Estate Developer 132.¢ 23 20C 112.c 22 157
Motel and Hotel 39.7 7 60 40.1 8 56
Health Care Facilities 21.c 4 32 20.¢ 4 29
Nursing/Convalescent Hon 14.¢ 3 23 28.71 6 40
Retail Trade 14.2 2 21 22.¢ 4 32

Allowance for Loan Losses

CIB Marine monitors and maintains an allowancelé@n losses to absorb an estimate of probableddsberent in the loan portfolio.
June 30, 2007 the allowance for loan losses wad0$@illion, or 3.6% of total loans, compared to $illion, or 4.0% of total loans
December 31, 2006. The allowance is increaseddwitiount of provision for loan losses and recogesfepreviously chargedtf loans, and i
decreased by the amount of loan charge-offs. Taltatgeeffs for the second quarter of 2007 were $0.5 onilliwhile recoveries were $
million, compared to $0.1 million and $0.6 milliorespectively, for the same period of 2006. Totergeoffs for the six months ended Ji
30, 2007 and 2006 were $1.3 million and $0.3 millieespectively, while total recoveries were $1iliom and $0.8 million, respectively.

The ratio of the allowance to nonaccrual, restngztiand 90 days or more past due and still accrioags was 103.7% at June 30, 2
compared to 94.4% at December 31, 2006. The inergmashis ratio was due to a decline in the amafnindividual loans classified
nonaccrual, restructured or 90 days or more pastadid still accruing at June 30, 2007 comparedeceihber 31, 2006. Although CIB Mar
believes that the allowance for loan losses is aalteqto absorb probable losses on existing loaaishy become uncollectible, there can b
assurance that the allowance will prove suffictentover actual loan losses in the future. In adidjtvarious regulatory agencies, as an intt
part of their examination process, periodicallyiegvthe quality of loans and the adequacy of th@aince for loan losses. Such agencies
require CIB Marine to make additional provisiongte allowance based upon their judgments aboatrirdtion available to them at the ti
of their examination.
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The following table summarizes changes in the aloge for loan losses:

Balance at beginning of period
Loans charged-off
Commercial
Commercial real estate
Commercial real estate construction
Residential real estate
Home equity
Consumer

Total loans charged-off
Recoveries of loans charged-off
Commercial
Commercial real estate
Commercial real estate construction
Residential real estate
Home equity
Consumer

Total loan recoveries

Net loans (charged-off)/recovered
Provision for (reversal of) loan losses

Ending balance

Total loans:
Total company
Loans in assets of companies held for disposal

Total loans

Average total loans

Ratios

Allowance for loan losses to total loans

Allowance for loan losses to nonaccrual loansyuesired

loans and loans 90 days or more past due anégtitling

Net charg-offs (recoveries) annualized to average total Ic
Commercial
Commercial real estate and commercial real estate

construction

Residential real estate, home equity and consumer
Total loans

Ratio of recoveries to loans charged-off

Quarter Ended June 30,

Six Months Ended June 30,

2007 2006 2007 2006
(Dollars in thousands)
$ 21,87 $ 22,52¢ $ 20,90¢ $ 24,88
(10 (50) (75€) (62
— (64) — (192
(147) — (147) —
(347) — (440 —
©) ©) 9 4)
(509 (117) (1,346 (25¢)
21 40z 62€ 51z
217 151 217 244
22 — 531 —
6 — 6 —
62 — 62 —
2 8 4 9
33C 561 1,44¢ 76€
(179 444 10C 50¢
(681) 137 13 (2,285
$ 21,01¢ % 23,10t $ 21,01¢ $ 23,10¢
$ 588,95¢( $ 540,13¢ $ 588,95¢ $ 540,13t
(63E) (103 (63E) (109
$ 588,32 $ 540,03! $ 588,320 $ 540,03!
591,72: 503,06 569,80: 505,84
3.571% 4.28% 3.571% 4.28%
103.7 91.1¢ 102.1¢ 91.1¢
(0.09¢) (2.4)) 0.4i (1.53)
(0.29) (0.0¢) (0.37) (0.03)
1.44 (0.09) 1.0z (0.09
0.12 (0.3%) (0.0 (0.20
65.61 479.4¢ 107.4: 296.9(

Nonperforming Assets and Loans 90 Days or More Past Due and Still Accruing Interest

The level of nonperforming assets is an importdament in assessing CIB Mariseasset quality and the associated risk in its
portfolio. Nonperforming assets include nonacctoahs, restructured loans and foreclosed propeitiesns are placed on nonaccrual st
when CIB Marine determines that it is probable tivat principal and interest amounts will not belexibd according to the terms of the |

agreement. A loan is classified as restructuredweheoncession is granted to a borrower for ecoonomiegal reasons related to the borrower’

financial difficulties that would not otherwise lsensidered. CIB Marine may restructure the loanmndifying the terms to reduce or de
cash payments required of the borrower, reducdantegest rate below current market rates for newt addth similar risk, reduce the fa
amount of the debt or reduce the accrued inteFeseclosed properties represent properties acqbi&diB Marine as a result of loan defa

by customers.



29




The following table summarizes the composition 8 ®arine’s nonperforming assets, loans 90 daysore past due and still accruing
and related asset quality ratios:

June 30, 2007 December 31, June 30, 2006
2006
(Dollars in thousands)

Nonperforming Assets
Nonaccrual loans

Commercial $ 2,60¢ $ 3,881 $ 4,30¢
Commercial real estate 14,93« 16,11( 16,77:
Commercial real estate construction 15C 142 392
Residential real estate 52C 53¢ 23t
Home equity 63t — —
Consumer — — 1
Total nonaccrual loans 18,84 20,66¢ 21,70¢
Foreclosed properties 10C 10z 144
Restructured loans — — —
Total nonperforming assets $ 18,947 $ 20,77 % 21,85(
Loans 90 Days or More Past Due and Still Accruing
Commercial $ — $ 10C $ 73€
Commercial real estate 1,36¢ 1,38t 2,891
Commercial real estate construction 52 — —
Residential real estate — — —
Home equity — — —
Consumer — — —
Total Loans 90 day or more past due and still dngru $ 1,421 % 148t $ 3,63
Allowance for loans losses $ 21,01¢ $ 20,90¢ $ 23,10¢
Total loans:
Total company $ 588,95¢( $ 522,72: $ 540,13¢
Loans in assets of companies held for disposal (635) (100) (109)
Total loans $ 588,32 $ 522,62: $ 540,03!
Total assets:
Total company $ 930,97 $ 997,58: $ 1,050,62:
Assets of companies held for disposal (2,867) (4,112) (4,777)
Net $ 928,11 $ 993,47: $ 1,045,84
Ratios:
Nonaccrual loans to total loa 3.2(% 3.95% 4.02%
Foreclosed properties to total assets 0.01 0.01 0.01
Nonperforming assets to total ass 2.04 2.0¢ 2.0¢
Nonaccrual loans, restructured loans and loansa96 dr more past due and s
accruing to total loans 3.4t 4.24 4.6¢
Nonperforming assets and loans 90 days or moredp@&sand still accruing 1
total assets 2.1¢ 2.24 2.44

Nonaccrual loans decreased $1.8 million from $2ilfion at December 31, 2006 to $18.8 million andu30, 2007 primarily due
payments and $0.8 million of chargéfs during the first half of 2007. The ratio ofmaxcrual loans to total loans was 3.20% at Jun@Q0i
compared to 3.95% at December 31, 2006.

At June 30, 2007, CIB Marine had four borrowingatenships (loans to one borrower or a group ofdwers) with nonaccrual lo
balances in excess of $1.0 million. These threstigiships accounted for $15.2 million, or 78.9%mnonaccrual loans as of June 30, 2007
consisted of the following:

« Commercial real estate loans to a borrower toteih@.5 million secured by first mortgages on twenagercial properties. As of Ju
30, 2007, specific reserves of $5.0 million weleadted to this borrowing relationship and $0.3lioril was charged-off.



« Commercial and commercial real estate loans t@a®0 million to related borrowers secured by bess assets and first mortge
on two commercial properties. As of June 30, 2Gfp&cific reserves of $1.0 million were allocatedthis relationship and $0.
million was charged-off.

« Commercial real estate loans totaling $1.7 milliora borrower secured by first mortgages on thoeersercial warehouse propert
As of June 30, 2007, no specific reserves wereatéml to this relationship and $0.9 million wasrglea-off.

« Commercial real estate loan in the amount of $lillom to a borrower secured by a first mortgagesonommercial property. As
March 31, 2007 there were no specific reservesatéal to this borrowing relationship and $1.7 milwas charged off.

While CIB Marine believes that the value of thelataral securing the above nonaccrual loans apmprateis the net book value of the lo
CIB Marine cannot provide assurances that the wailide maintained or that there will be no funthesses with respect to these loans.
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At June 30, 2007, $0.6 million of the remaining $Bmillion in closed end pools of fixed rate secdieth home equity loans purcha
from Residential Funding Corporation during 2006 2007 were classified as nonaccrual. See the gubse events discussion for furt
information regarding the credit status of thesm

Foreclosed properties were $0.1 million at botheJ8®, 2007 and December 31, 2006 and consistedeosfiod two properties, respectiv
The one foreclosed property at June 30, 2007 dexsaf an industrial office/warehouse property tedan lllinois which was acquired throu
foreclosure proceedings in 2005. The forecloseggnté@es were held for sale.

Loans 90 days or more past due and still accruiteyést are loans which are delinquent with resfretite contractual payment term:
principal and/or interest but which managementedwels all contractual principal and interest amouis will be collected. CIB Marine h
$1.4 million in loans that were 90 days or moretjplae and still accruing at June 30, 2007 comptrékl.5 million at December 31, 2006. (
borrowing relationship accounted for substantitly entire balance of loans 90 days or more pastadd still accruing at June 30, 2007.
loan in this borrowing relationship was securedabfirst mortgage on a commercial building. WhileBQWarine believes that the value of
property securing the obligation approximates teehbook value of the loan, it cannot provide asscea that the value will be maintainec
that there will not be losses with respect to thlationship.

The ratio of nonperforming assets and loans 90 daysore past due and still accruing to total asgeis 2.19% at June 30, 2007 comp
to 2.24% at December 31, 2006.

A loan is considered impaired when, based on ctiirdarmation and events, it is probable that ClBrivie will be unable to collect t
scheduled payments of principal or interest whep duacording to the contractual terms of the loare@gent. Factors considered
management in determining impairment include paytratius, collateral value and the probability offecting scheduled principal and intel
payments when due. Loans that experience insigmifipayment delays and payment shortfalls genegaly not classified as impair
Management determines the significance of paymelatyd and payment shortfalls on a casesége basis, taking into consideration all o
circumstances surrounding the loan and the borroweluding the length of the delay, the reasongtie delay, the borrowes’prior paymer
records and the amount of the shortfall in relatiorthe principal and interest owed. Impairmentmisasured on a loan-bgan basis fc
commercial and construction loans by either thesgmevalue of expected future cash flows discountettie loars effective interest rate, 1
loan’s obtainable market price or the fair value of ¢tb#ateral if the loan is collateral dependent. &inpd loans decreased $2.3 million fi
$19.9 million at December 31, 2006 to $17.6 millenJune 30, 2007. The decrease in impaired lo@ssprimarily due to payments and {
million in chargeeffs. Large groups of smaller balance homogeneoassl are collectively evaluated for impairment. éwdingly, CIB Marint
does not separately identify individual consumet esidential loans for impairment disclosures.

The following table sets forth information regamglimpaired loans:

June 30, December 31, June 30,
007 2006 2006
(Dollars in thousands)
Impaired loans without a specific allowance $ 4,042 $ 554: % 6,47
Impaired loans with a specific allowance 13,56 14,38( 15,09¢
Total impaired loans 17,61: 19,92: 21,56¢
Specific allowance related to impaired loans $ 6,93¢ $ 7451 $ 7,87¢

Companies Held For Disposal

At both June 30, 2007 and December 31, 2006, aasdttiabilities of companies held for disposalshswn on the consolidated bala
sheets, are comprised of CIB Construction, MICR,IMfid a tax exposure liability related to a sulasidsold in 2004. The tax expos
liability was $1.7 million and $1.9 million, respgeely, at June 30, 2007 and December 31, 2006 i18etax discussion for further informat
on the tax exposure liability. MICR and Canron wacguired in full or partial satisfaction of loaméet income or loss from these compani
included in net income or loss from discontinuedragions.
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Assets and liabilities of companies held for dispas

June 30, December 31,
2007 2006
(Dollars in thousands)

Assets of companies held for disposal:

CIB Construction (1) $ 1,67C $ 3,25(
MICR (1) — 127
MSI 1,23t 80C
Other (2) (42) (65)

Total assets of companies held for disposal $ 2,86 $ 4,112

Liabilities of companies held for disposal:

CIB Construction (1) $ 285 % 4,55¢
MICR (1) 33 297
MSI 71¢ 65€
Other (2) 711 1,491

Total liabilities of companies held for disposal $ 431t $ 7,00%

(1) Banking regulations limit the holding period forsass not considered to be permissible bankingitievand which have been acqu
in satisfaction of debt previously contracted teefiyears, unless extended. Both MICR and CIB Caoostm are subject to tf
restriction. MICR was dissolved in January 2008] @B Marine received an extension from the bankegulators to hold Canron u
June 30, 2008.

(2) Includes mortgage banking assets/liabilities heldaffiliates, tax liability on subsidiary sold ir0@4 and elimination of intercompe
transactions between companies held for dispos#ladfiliates. See Note Basis of Presentation for further information om tta
exposure liability.

CIB Construction (includes Canron)
Canron began liquidation distributions to its shatders in August 2005. During the first half of0ZQ Canron continued to collect both
and offbalance sheet receivables and settle and resojables and claims through the voluntary liquidatwaocess. Canron filed Articles

Dissolution in December 2006.

The following table summarizes the composition ®B Constructions balance sheets. The balance sheets reflect &stirtiquidatior
values less costs to sell:

June 30, December 31,
2007 2006
(Dollars in thousands)
Assets:
Cash on deposit at CIB Marine $ 18 $ 5C
Accounts receivable 551 551
Other assets 1,101 2,64¢
Total assets $ 167C $ 3,25(
Liabilities and stockholder’s equity:
Income tax payable $ 169 $ 3,08
Other liabilities 1,15¢ 1,477
Total liabilities 2,852 4,55¢
Stockholder’s equity (1,187 (1,309
Total liabilities and stockholder’s equity $ 1,67C $ 3,25(
MICR

During the fourth quarter of 2005, CIB Marine stddunrelated parties substantially all of the ass@id operations of MICR and chan



the companys name to Everett Tech, Inc. CIB Marine is in thecgss of winding down the remaining affairs othompany. At bor
June 30, 2007 and December 31, 2006, the remaméndiabilities of MICR consisted of income taxeaypble. MICR filed Articles ¢
Dissolution in January 2008.
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MSI
During the first half of 2007, CIB Marine continu¢al wind down the remaining affairs of MSI. The ogtéons and substantially all 1
assets of MSI were sold during the third quarte2@4. MSI has incurred certain liabilities incladirepurchase obligations relative to cel

mortgage loans as a result of external fraud arbboumentation issues.

The following table summarizes the composition @I balance sheet:

June 30, December 31,
2007 2006
(Dollars in thousands)
Assets:
Cash on deposit at CIB Marine $ 22 $ 14
Net loans 63t 10C
Income tax receivable 56¢ 68t
Other assets 9 1
Total assets $ 1,23t $ 80C
Liabilities and stockholder’s equity:
Loans payable to CIB Marine $ 684 $ 10z
Other liabilities 35 558
Total liabilities 71¢ 65€
Stockholder’s equity 51¢ 144
Total liabilities and stockholder’s equity $ 1,23t $ 80C

Assets and Deposits of Branches Held For Sale

At December 31, 2006, CIB Marine’s subsidiary badrine Bankheld for sale the deposits and property and equipmfits Cedarbul
and Brookfield, Wisconsin branches. The deposit$ mroperty and equipment of these two branches deetpthe balance of assets
deposits of branches held for sale as of Decembef@06. During the first half of 2007, Marine Bas&ld the deposits and property
equipment of these two branches and recognized pretx gain on the sales of $1.1 million. Thengaiincluded in net gain on sale of as
and deposits. At the dates of sale, the deposiisnah property and equipment of the sold branchese $49.7 million and $0.4 millic
respectively. Additionally, goodwill of $0.7 milliowas allocated to one of the branches. At Jun@@07 there were no branches held for sale.

CIB Marine continues to evaluate the effectivenafsigs subsidiary banking networks which could ftesu the sale or closure of cert
other subsidiary bank branches.

Deposit Liabilities

Total deposits decreased $1.9 million, or 0.3%af&739.8 million at December 31, 2006 to $737.9iomlat June 30, 2007. The decre
was due to a $12.4 million decrease in demand dispasostly offset by a $7.0 million and $3.4 nuhi increase in time and savings depc
respectively. Time deposits represent the largastponent of deposits. The percentage of time deptistotal deposits was 60.3% at June
2007 and 59.2% at December 31, 2006. These pegentaflect CIB Marines reliance on time deposits as a primary sourderaling. Al
June 30, 2007 time deposits of $100,000 or moreluding deposits of branches held for sale, amaltie$153.5 million, or 34.5%, of to
time deposits, compared to $126.1 million and 28&%ecember 31, 2006. CIB Marine accepts brokéred deposits periodically to m«
shortterm funding needs and/or when their related cargtsat or below those being offered on other déqpd3rokered time deposits, exclud
deposits of branches held for sale, were $27.danijllor 6.1%, of total time deposits at June 3@728nd $39.2 million, or 9.0% of total til
deposits at December 31, 2006.

Borrowings

CIB Marine utilizes various types of borrowingsneeet liquidity needs, fund asset growth and/or wiienpricing of these borrowings
more favorable than deposits. Total borrowed fumgduding junior subordinated debentures, decr@&e6 million from $91.5 million :
December 31, 2006 to $89.9 million at June 30, 200¢ decrease was mainly due to a $2.0 milliongfapf a longterm borrowing from th
Federal Home Loan Bank of Chicago.
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CIB Marine has the right, at any time, as long leexé¢ are no continuing events of default, to deyments of interest on its jun
subordinated debentures for consecutive periodsrcteding five years; but not beyond the statetunmitg As a result of the agreem
entered into with its regulator, CIB Marine hascédel to defer all such interest payments subsedqodbecember 31, 2003. At June 30, 2
and December 31, 2006 CIB Marine had accrued isttg@yable on its $61.9 million junior subordinatiEtbentures of $25.9 million and $2
million, respectively. These amounts are includeddcrued interest payable on the consolidatechbalaheets. Throughout the deferral pe
interest on these borrowings continues to accnueddition, interest also accrues on all interbat tvas not paid when due, compour
quarterly or semannually. During the deferral period, CIB Marineymet pay any dividends or distributions on, oreewh, purchase, acqu
or make a liquidation payment on its stock, or makg payment of principal, interest or premiumrexteem any similar debt securities of
Marine, subject to certain limitations

Other Liabilities

Other liabilities decreased $3.3 million from $fdllion at December 31, 2006 to $4.1 million at duB0, 2007. The decrease '
primarily due to a $1.8 million contingent liabylitnd a $1.0 million payable for assets purchasebdcember 2006 that settled in Jan
2007. The contingent liability related to the satient of the Hadley litigation. CIB Marine recordée liability in the first quarter of 2006 &
settled it in the first quarter of 2007 . See Iterhegal Proceedings in Part Il of this Form 10-@ffather information regarding this litigation.

Capital and Regulatory Matters

CIB Marine and its subsidiary banks are subjectanous regulatory capital requirements administdrg the federal banking agenc
Pursuant to federal bank holding company and bagklations, CIB Marine and each bank subsidiargssigned to a capital category.
assigned capital category is largely determinedthrge ratios that are calculated in accordance gjtbcific instructions included in 1
regulations: total risk adjusted capital, Tier pital, and Tier 1 leverage ratios. Under capitaqdicy guidelines and the regulatory frame\
for prompt corrective action, the bank subsidiarasst meet specific capital guidelines that invajumntitative measures of the ban&sset
and certain off-balance sheet items as calculatel@uregulatory accounting practices. The backgital amounts and classifications are
subject to qualitative judgments by the regulatdyeut components, risk weightings and other factbinere are five capital categories defi
in the regulations: well capitalized, adequatelyitzdized, undercapitalized, significantly underitalzed and critically undercapitalized. To
categorized as well capitalized, the bank subsaianust maintain total risk adjusted capital, Tierapital, and Tier 1 leverage ratios of 10.
6.0% and 5.0%, respectively.

Classification of a subsidiary bank in any of thedercapitalized categories can result in certaimdatory and possible additio
discretionary actions by regulators that could hadrect material effect on the consolidated foiahstatements.

At June 30, 2007, pursuant to FDIC regulations WQF.R. Part 325, all of CIB Marire'subsidiary banks were classified as
capitalized.

At June 30, 2007 and December 31, 2006, CIB Maniag subject to a Written Agreement (“Agreemeittgntered into with the Fede
Reserve Bank in the second quarter of 2004 andnid@ank was subject to a Memorandum of Understan@diMemorandum”)with the FDIC
and its applicable state banking regulator. Addgity, at December 31, 2006, Central lllinois Bamés subject to a Cease and Desist C
(“Order”) it consented to with the FDIC and its applicabltestanking regulator in the second quarter of 200# Order was terminated
January 2007 and replaced with a Memorandum of t$teleding (together with the Memorandum, the “Meamota”). Among other items, tt
Agreement and the Marine Bank Memorandum restnietgayment of cash dividends without prior writtamsent from the regulators and
Memoranda require the banks to maintain a Tierverge capital level equal to or exceeding 8% eflihnks’total average assets. Th
restrictions are in force until such Agreement bemoranda are terminated. Failure to comply with Algreement or Memoranda could ha
material adverse effect on CIB Marine and its opi@na. As of June 30, 2007, the capital level dB Gdarine and each of its subsidiary ba
exceeded the minimum levels required by the AgregmeMemoranda.
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The risk-based capital information of CIB MarineJahe 30, 2007 and December 31, 2006 is contaim#ugkifollowing table:

June 30, December 31,
2007 2006
(Dollars in thousands)
Risk weighted assets $ 719,85¢ $ 674,56
Average assets (1) 953,52: 1,015,80!
Capital components
Stockholders’ equity $ 66,37 $ 71,61
Restricted core capital:
Junior subordinated debentures net of investmetntigt 60,00( 60,00(
Total restricted core capital elements 60,00( 60,00(
Disallowed amounts (37,879 (36,129
Maximum allowable in tier 1 capital 22,12¢ 23,87:
Nonfinancial equity item — (39
Less: disallowed intangibles — (74€)
Add: unrealized loss on securities 4,18¢ 1,88(
Tier 1 capital 92,68’ 96,58
Allowable allowance for loan losses 9,15¢ 8,59t
Allowable subordinated debentures net of investnretrust 37,87¢ 36,12¢
Total risk-based capital $ 139,71t % 141,30t
Minimum Required To be Minimum Required To be
Actual Adequately Capitalized Well Capitalized
Amount Ratio Amount Ratio Amount Ratio
(Dollars in thousands)
June 30, 2007
Total capital to risk weighted assel  $ 139,71¢ 19.41% $ 57,58¢ 8.0(% $ 71,98t¢ 10.0(%
Tier 1 capital to risk weighted asse 92,681 12.8¢ 28,79« 4.0C 43,19: 6.0C
Tier 1 leverage to average assets 92,681 9.72 38,14 4.0C 47,67¢ 5.0C
December 31, 2006
Total capital to risk weighted asset  $ 141,30¢ 20.95% $ 53,96¢ 8.0(% $ 67,45¢ 10.0(%
Tier 1 capital to risk weighted asse 96,58 14.3:2 26,98: 4.0C 40,47 6.0C
Tier 1 leverage to average assets 96,58 9.51 40,63: 4.0C 50,79( 5.0C

(1) Average assets as calculated in accordance wilh.ER. Part 325 of the FDIC rules and regulatioméctv requires a quarter to d
average and allows for current period adjustmehgmodwill and other intangible assets.

New Accounting Pronouncements

The expected impact of accounting policies receistiyied or proposed but not yet required to be tedopre discussed below. To
extent the adoption of new accounting standardemadly affected CIB Marines financial condition, results of operations omldijty, the
impacts were discussed in the applicable sectidhisfinancial review and the notes to the comibd financial statements.

Income Taxes

In June 2007, the Financial Accounting Standardar8¢‘FASB”) ratified the consensus reached by the Emerging$s$ask Force Iss
No. 0¢€-11, Accounting for Income Tax Benefits of Dividends on Share-Based Payment Awards (“EITF 06-11"). EITF 0611 examines ¢
employer’s deductibility of compensation expensedioidends or dividend equivalents that are chdngeretained earnings on employssld
equity-classified nonvested shares, nonvested sinaits, or outstanding options (“affected secusifie A consensus was reached tha
employer should recognize a realized tax benesibeiated with dividends on affected securities gedrto retained earnings as an increa
additional-paid-in-capital (“APIC”).The amount recognized in APIC should also be iretuih the APIC pool. Additionally, when
employer’s estimate of forfeitures increases ouadbrfeitures exceed its estimates, EITFId6requires the amount of tax benefits previc



recognized in APIC to be reclassified into the imeostatement; however, the amount reclassifigichiseld to the APIC pool balance on
reclassification date. EITF OBt is to be applied prospectively in fiscal yeaegibning after December 15, 2007, and interim pisrigvithir
those fiscal periods. The adoption of EITF 06-1d mt materially affect CIB Marine’s consolidatedancial statements.
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Fair Value Measurements

In September 2006 the FASB issued SFAS No. Fait, Value Measurements (“SFAS 157”). SFAS 157 clarifies the principle that 1
value should be based on the assumptions markitipants would use when pricing an asset or ligbdnd establishes a fair value hierar
that prioritizes the information used to developsth assumptions. SFAS 157 also expands discloabmesg the use of fair value to mea:
assets and liabilities in interim and annual repsdbsequent to initial recognition. SFAS 157 feaive for financial statements issued
fiscal years beginning after November 15, 2007, iatetim periods within those fiscal years. Adoptiaf this standard did not materially aff
CIB Marine’s consolidated financial statements.

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. 115 (“SFAS 159”). SFAS 159 permits entities to choose to measure rfiaagcial instruments and cert
other items generally on an instrumentibgtrument basis at fair value that are not culyengquired to be measured at fair value. SFAS$
intended to provide entities with the opportunityrhitigate volatility in reported earnings causgdrbeasuring related assets and liabil
differently without having to apply complex hedgecaunting provisions. SFAS 159 is effective forafiitial statements issued for fiscal y
beginning after November 15, 2007. This standagichdi materially affect CIB Marine’s consolidatédancial statements.

Consolidations

In December 2007, the FASB issued SFAS No. Neicontrolling Interests in Consolidated Financial Statements-an amendment of ARB
No. 51 (“SFAS 160"). SFAS 160 requires companies with noncontrollingriests to disclose such interests clearly as @opoof equity bu
separate from the parent’s equity. The noncont@linterests portion of net income must also be clearly pressbon the Income Stateme
SFAS 160 is effective for financial statements ébtdor fiscals years beginning after December TR82 The adoption of SFAS 160 is
expected to have a material effect on CIB Marim@ssolidated financial statements.

In December 2007, the FASB issued SFAS No. 141 BR3iness Combinations (revised 2007) (“SFAS 141 (R)").SFAS 141 (R) appli¢
the acquisition method of accounting for businesmhuinations established in SFAS 141 to all acqoisit where the acquirer gain:
controlling interest, regardless of whether consitlen was exchanged. Consistent with SFAS 141, SEAL (R) requires the acquirer to vi
the assets and liabilities of the acquiree atvalue and record goodwill on bargain purchased) tié main difference being the applicatio
all acquisitions where control is achieved. SFAS (R) is effective for financial statements issfredfiscal years beginning after December
2008. The adoption of SFAS 141 (R) is not expetidiave a material effect on CIB Marine’s consdidifinancial statements.

Liquidity

The objective of liquidity risk management is tosere that CIB Marine has adequate funding capaoitijund commitments to exte
credit, deposit account withdrawals, maturitiesbofrowings and other obligations in a timely manneB Marine actively manages
liquidity position by estimating, measuring and ritoring its sources and uses of funds. CIB Maigngdurces of funding and liquidity inclt
both asset and liability components. CIB Marg;&inding requirements are primarily met by théowfof funds from deposits, loan repaymt
and investment maturities. CIB Marine also makesafsnoncore funding sources in a manner consistihtits liquidity, funding and mark
risk policies. Noncore funding sources are usednhéet funding needs and/or when the pricing andimoad availability of these sourc
presents lower cost funding opportunities. Shemnta noncore funding sources utilized by CIB Marinelude federal funds purchas
securities sold under agreements to repurchaset-telnm borrowings from the Federal Home Loan Bamd shorterm brokered ar
negotiable time deposits. CIB Marine also has distadd borrowing lines with the Federal Reserve Band nonaffiliated banks. Lorgfmr
funding sources, other than core deposits, incladg-term brokered and negotiable time depositslangterm borrowings from the Fede
Home Loan Bank. Additional sources of liquidity lmde cash and cash equivalents, federal funds salds of loans held for sale and the
of securities.
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During the first six months of 2007, the availailiof federal funds purchased by certain of CIB Mais subsidiary banks wi
correspondent banks continued to be contingentak Ipledges of fixed income investment securitidse credit restrictions in effect
December 31, 2006 at the Federal Reserve Battikcount window were lifted in the first quartér2007. Additionally, pursuant to a Writi
Agreement between CIB Marine and the Federal ResBank, CIB Marine must obtain Federal Reserve Bamroval before incurrir
additional borrowings or debt.

The following discussion should be read in conjiorctvith the consolidated statement of cash floastained in the consolidated finan
statements.

CIB Marine’s primary source of funds for the six months endiede 30, 2007 was a $53.5 million net decreaseviestment securitie
Other sources of funds included $2.3 million in o&sh received from the sale of branches.

A net increase in the loan portfolio of $65.2 noilliand deposits sold of $49.7 million were CIB Mais primary uses of funds for the
months ended June 30, 2007. Other uses of funtledm&7.7 million total decrease in deposits angbdés held for sale, $3.2 million in c:
used by operating activities and $2.0 million pawinef long-term borrowings.

CIB Marine had liquid assets from continuing opierag of $43.9 million and $115.1 million at June, 2007 and December 31, 2C
respectively.

CIB Marine was able to meet its liquidity needsidgrall of 2007. Beginning in 2004, CIB Marine defal interest payments on its $€
million of junior subordinated debentures and assalt distributions were deferred on $60.0 millafrpreferred securities. The deferral pe
may last as long as 5 years. During 2007, CIB Madantinued to defer the interest payments oruitfj subordinated debentures and
adequate funding capacity to meet its other ohbgat The primary sources of funding were cashamdhoperating cash flows from the sal
services to subsidiary banks and the sale of @bseets owned by CIB Marine. CIB Mariaesubsidiary banks have high levels of liquid &
to meet potentially high liquidity needs at the k&n

Subsequent Events
Regulatory Orders and Agreements

The Memoranda at Central lllinois Bank and MarirenB were terminated in December 2007 and Janud§, 2@spectivelyafter whict
none of the subsidiary banks were party to any &iwn informal regulatory agreement or order.

FHLB Stock | nvestment

In October 2007, the Federal Home Loan Bank of &jocentered into a consensual Cease and Desist O@feer”) with the Feder:
Housing Finance Board which will guide the FHLB €4gos operations going forward. In addition to seveegjuired actions and restrictic
agreed to in the Order, the FHLB Chicago is reglite obtain prior written approval from the Fedekabusing Finance Board for {
redemption or repurchase of any capital stock froembers and the payment of any dividends to itsesinéders. The FHLB Chicago ste
that it will continue to provide to its membersuidity and funding through advances and the pumltdsanortgages, and continue to sup
affordable housing and economic development. CIBihdais a member, shareholder and customer of FidllBago currently utilizin
advances from the FHLB Chicago to assist in medtiegfunding and liquidity needs of the subsidibanks of CIB Marine. In October 2C
and January 2008, respectively, the FHLB Chicagmoanced it would not declare a dividend for thedhor fourth quarters of 2007.
December 31, 2007, CIB Marine had $11.5 millionFidLB Chicago stock, of which $4.0 million was cateiged as required as definec
Note &Other Assets in Part |, Iltem I-Financial Staterseftthis Form 10-Q.
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Loan Pool Purchase

In the last half of 2007, CIB Marine increased tbgs provision rates on the two home equity pobfsurchased during 2006 and 2(
primarily due to the general deterioration in trendition of the housing markets and the housingrfae markets At June 30, 2007 a
December 31, 2007, the balance of these loans 8&2 $nillion and $72.2 million, respectively, arigetallowance for loan loss allocatet
these loans was $2.3 million and $5.3 million, extwely, or 2.7% and 7.3%, respectively, of thastanding balance of these loz
Additionally, at June 30, 2007 and December 317280. 6 million and $2.4 million, respectively, tbiese loans were classified as nonaccrual.

Other investments

During the third quarter of 2007, CIB Marisehvestment in the common and preferred capital lohited liability corporation engaged
the development of owner-occupied housing in gigalifow-income communities was deemed impaired, and aniimpat loss for the enti
$0.8 million carrying value of the investment wasagnized.

Branch Activities

During the fourth quarter of 2007, Marine Bank eldsts Milwaukee, Wisconsin branch which had to@posits of $12.2 million at Ju
30, 2007. Deposits of the closed branch were tearesd to other CIB Marine branches.

Late Filing of Tax Returns

CIB Marine did not file all required federal anést tax returns for calendar years 2004, 2005 806 By the required due dates. Altho
CIB Marine did not report taxable income duringseeriods, penalties and interest may still bessesl by the Internal Revenue Sel
and/or applicable state departments of revenuenfAlse first quarter of 2008, CIB Marine was cutraith all its federal and state tax ret
filings.

Municipal Bond Insurer Rating Downgrades

Since December 31, 2007, due to economic condijtisegeral nationally recognized rating agencies rdpaded the credit ratings
several of the investment grade credit insuring games. Several of the downgraded companies imsurgcipal obligation investments owr
by CIB Marine. The municipal obligations have a palue of $16.5 million and a fair value of $16.4llimn as of December 31, 2007. C
Marine has not recognized any impairment on thdetad municipal obligations and the securities atill considered investment gr:
quality as rated by the rating agencies.

MICR

At both June 30, 2007 and December 31, 2007, thmaireng net liabilities of MICR consisted of incorntexes payable to its parent.
January 2008, the company was dissolved.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB  OUT MARKET RISK
Since December 31, 2006, CIB Marigeharket risk profile has not changed significamthd continues to favor declining interest r
over rising interest rates. The change in sensitigi in part due to the reduction in shtetm repricing assets and the increase in longe

repricing assets. For additional information regaydCIB Marine’'s market risk, refer to its 2006 Aral Report on Form 18; which is on file
with the Securities and Exchange Commission.
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The following table illustrates the period and cuative interest rate sensitivity gap for June 302

Repricing Interest Rate Sensitivity Analysis

Held for
0-3 4-6 7-12 2-5 Over 5 sale/
Months Months Months Years Years disposal Total
(Dollars in thousands)

Interest-earning assets:

Loans $28296 $ 27,92 $ 53,85¢ $ 192,36 $ 31,84¢ $ (635 $ 588,32

Securities (1) 67,54 19,31( 23,74¢ 135,78: 43,82 — 290,20«

Federal funds sold 24,99t — — — — — 24,99t

Total interest-earning assets 375,50! 47,23 77,60° 328,14« 75,67( (63%) 903,52:

Interest-bearing liabilities:

Time deposits 118,53t 83,70( 145,88: 92,19¢ 4,90¢ — 445,22°

Savings and interest-bearing demand depc  221,21¢ — — — — — 221,21¢

Short-term borrowings 26,07¢ — — 2,00C — — 28,07¢

Junior subordinated debentures 20,61¢ — — 41,23¢ — — 61,85;

Total interest-bearing liabilities $386,45c $ 83,70( $ 14588: $ 13543t $ 4,90¢ $ — $756,38:

Interest sensitivity gap (by period) (10,949 (36,469 (68,275 192,70t 70,76 (635) 147,14:
Interest sensitivity gap (cumulative) (10,949 (47,419 (115,69) 77,01t 147,77¢ 147,14: 147,14:
Adjusted for derivatives:
Derivatives (notional, by period) (4,267) — — 5,00 (739) — —
Derivatives (notional, cumulative) (4,267) (4,267) (4,26)) 73¢ _ _ _
Interest sensitivity gap (by period) (15,210 (36,469 (68,275 197,70t 70,02: (635) 147,14:
Interest sensitivity gap (cumulative) (15,210 (51,679 (119,959 77,75¢ 147,77¢ 147,14: 147,14:
Cumulative gap as a % of total assets (1.69)% (5.59% (12.80)% 8.35% 15.81% 15.81%
1) Federal Home Loan Bank stock and FederaliRedgank stock are included in securities.

The following table illustrates the expected petaga change in net interest income over a oneperéwd due to the immediate change in
short-term U.S. prime rate of interest as of June2B®07 and December 31, 2006.

Basis point changes

+200 +100 -100 -200
Net interest income change over one y
June 30, 2007 (3.62)% (2.76)% 0.9%% (1.30)%
December 31, 2006 (5.79% (4.31)% 2.22% 0.67%

ITEM 4. CONTROLS AND PROCEDURES

(a) Disclosure Controls and Procedures

CIB Marine’s management, under the supervision and with theipation of its CEO and CFO, evaluated the dffemess of the desi
and operation of the compasydisclosure controls and procedures as of Jun@®l¥. Based on this evaluation, management haduzat
that the disclosure controls and procedures wdeetéfe as of June 30, 2007.

(b) Changes in Internal Control over Financial Repating

There were no changes in CIB Marine's internalmbmiver financial reporting during the quarter eddlune 30, 2007, that have mater
affected, or are reasonably likely to materiallieaf, CIB Marine's internal control over financiaporting.

PART Il. OTHER INFORMATION



ITEM 1. LEGAL PROCEEDINGS

In August 2003, Keith Burchett, a shareholder oB @llarine and a borrower of CIB Marireeformer subsidiary CIB Bank (Hillsic
lllinois) ( “ CIB-Chicago”), commenced an actiontime Circuit Court of Cook County, lllinois, agair@IB Marine, Central lllinois Bank, CIB-
Chicago and two of their now former directors andifficers for damages arising out of alleged fraledt misrepresentations relative to
financial condition of Canron and its principal e#taolder by defendants to induce the plaintiff torbw money from CIBEhicago and make
$0.5 million investment in Canron. Plaintiff assectaims for fraud and shareholder remedies. Theesiolder alleges the defendants viol
lending regulations caused a decline in the pffiistinvestment in CIB Marine. Plaintiff seeks an wetdfied amount of compensatory
punitive damages, requests an order requiring CHifd and the banks to repurchase his CIB Marireeshof stock at fair value, and ot
forms of relief. While the outcome of these claio@not be determined at this time, CIB Marine idgeto vigorously defend this acti
Central lllinois Bank has been removed as a def@nidasubsequent amended complaints filed by taefiff. On November 30, 2004, C
Marine sold CIBEhicago. On January 11, 2008, plaintiff filed a motto voluntarily dismiss the litigation. The couras not ruled on tr
motion.
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In June 2004, Central lllinois Bank commenced atadn the Circuit Court of the Sixth Judicial @iit, Champaign County, lllinoi
against John C. Hadley and Mary Lydia Hadley, ClRrie’s largest individual shareholders at the time,damages arising out of 1
Hadleys’ default in December 2003 of certain loatigations (the “State Litigationand subsequently obtained a confession of judgnidw
loans approximate $9.7 million plus interest antdraeys fees and were secured by CIB Marine stockthe accounts receivable, invent
equipment and other personal property of the bogrewand their restaurant supply and coin businesseBecember 2004, the Hadl
consented to the entry of an order for relief undbapter 11 of the Bankruptcy Code pending in timétdd States Bankruptcy Court for
Central District of lllinois (the “Bankruptcy Ca9eThe Hadleys stayed the State Litigation and, infifs¢ quarter of 2006, the Hadleys file
counterclaim against Central lllinois Bank in theathargeability adversary proceeding that soughetmver $35.0 million in actual dama
and punitive damages for the alleged loss or suitisth by Central Illinois Bank of certain rare neiand collectibles which the Hadleys alle
were pledged to the bank as collateral, soughetower certain alleged preferential transfers andjist to equitably subordinate the bank’
claim to those of unsecured creditors. Centrahdié Bank and the Hadleys have settled these mattih the approval of the Bankrup
Court. According to the settlement agreement, thessary complaint and counterclaims in the Bantay@ourt and the State Litigation w
dismissed with prejudice and without admitting &ault or liability; the parties exchanged mutuaingel releases of claims among
Hadleys, Central lllinois Bank and its parent affdiaed corporations, preserving only the Hadlegkaims as members of a putative plail
class in an action currently pending in the UniBdtes District Court for the Eastern District ofsébnsin entitledennis Lewis, et al. v. CIB
Marine Bancshares, Inc., et al ., Case No. 05-C-1008 or as individual plaintiffisan “opt out’action against some or all of the same pe
alleging substantially the same claims; and Cetitiabis Bank discharged, waived, released andgassl its claims in the Bankruptcy Cas
the Hadleys’ bankruptcy estate, returned to theléyatl bankruptcy estate all collateral security held Bntal lllinois Bank and paid t
bankruptcy estate $1.75 million in the first quad&2007. CIB Marine recorded a $1.75 million dogent liability expense in the first quai
of 2006 related to the settlement.

In June 2004, John C. Ruedi, a former employeelBfMarine, filed an action against CIB Marine ar@ehtral lllinois Bancorp, Inc.lh
the Circuit Court of the Sixth Judicial Districth@mpaign County, lllinois for rescission or damagesluding punitive damages, in connec
with plaintiff’'s October 1, 2002 exercise of options issued by ine to acquire 36,688 shares of CIB Marine cammtock at variot
exercise prices. Plaintiff claims that but for QUgarine’s and Central lllinois Bancorp, Ins.alleged fraudulent concealment of material
regarding the financial condition of CIB Marine tvduld not have exercised his options. Plaintiffoadeeks to recover from Central lllin
Bancorp, Inc. and CIB Marine in excess of $40,00&gadly due Plaintiff pursuant to a purported meamalum providing for the payment of
incentive to Plaintiff in connection with his emgtoent. In March 2005, Plaintiff amended his compiap add the former President and C
of CIB Marine as a defendant based upon claimdleded fraudulent concealment. Claims filed in #tition against CIB Maring’independe
registered public accounting firm KPMG LLP (herdira “KPMG”) and a now retired partner of KPMG were voluntadigmissed by tr
Plaintiff. CIB Marine filed a motion to dismiss smal of Plaintiff's claims and answered the others denying liabilihat motion to dismit
was denied and CIB Marine answered the remainingtsocagainst it, denying liability. Plaintiff filed motion for summary judgment seek
recovery of $40,000 from CIB Marine on his inceetpayment claim. This motion was denied. All disegvhad been stayed in this actior
an order of the Federal Court in the Lewis caserileed later in this section. Plaintiff had filednaotion in the Lewis case to vacate
discovery stay in this case, which CIB Marine ane other defendants in the Lewis case opposed. Wafamdantsmotion for judgment c
the pleadings was denied in the Lewis case on M3y@008, the Court denied the motion to vacatesthg of discovery as moot. While
ultimate outcome of these claims cannot be detexdhat this time, CIB Marine intends to vigoroussfehd the action.
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On June 3, 2005, a first consolidated complaint filad by Dennis Lewis, a shareholder, and othkgald shareholders of CIB Marine
the United States District Court for the Centradtiict of lllinois, Urbana Division, against CIB Mae, certain of its current and former offic
and directors and KPMG. The filing consolidated taaiions that had been filed in January 2005: ded by Lewis in the United Stal
District Court for the Central District of lllinojdJrbana Division and another filed in the Unitedt8s District Court for the Central Districi
lllinois, Peoria Division by Elaine Sollberger, arported shareholder, whose claims were voluntatigmissed in connection with f
consolidation and have not been reasserted indhsotidated complaint. Plaintiffs sought to mainttiie action as a class action on behe
all persons who purchased common stock of CIB Mabietween April 12, 1999 and April 12, 2004, claigwiolations of Section 10(b) of t
Exchange Act and Rule 1(bthereunder by CIB Marine and other defendantsliafdity of certain defendants other than CIB lfier anc
KPMG under Section 20(a) of the Exchange Act adroimg persons. The substance of the complairthdd the financial condition of C
Marine was overstated with the result that memioérthe purported class acquired their CIB Marinecktat inflated prices. Plaintiffs se
money damages, interest, attornefegs and costs. The federal court in Urbana, itirgganted the motion of CIB Marine and severakt
defendants to transfer the action to the UnitedeStBistrict Court for the Eastern District of Wisisin, sitting in Milwaukee, Wisconsin, wh
the action is now pending.

All defendants moved to dismiss the action on waigrounds. On October 12, 2006 the court denidl Marine’s motion to dismis
granted in part the motions to dismiss filed by ithdividual defendants and granted the motion smis filed by KPMG. CIB Marine and 1
individual defendants filed answers to the pendiogplaint denying any liability. An additional pershas moved to intervene as a plainti
the action. In light of a recent decision of theop&ume Court of the United States that addressegldagling standards that must be satisfie
the plaintiff in a case such as this one, on Jély2D07 CIB Marine and the individual defendantesdfia motion for judgment on the pleadir
or in the alternative, a motion for reconsideratifrthe ruling on the motion to dismiss, seekingnissal of the action on the ground tha
plaintiffs have not satisfactorily pleaded onelaf essential elements of their cause of actionM@rch 3, 2008, the Court denied that motion.

On November 10, 2006, plaintiffs filed a furtheremded complaint as to KPMG, which KPMG moved tordés. On August 13, 2007, 1
court granted KPMG’s motion and dismissed the acie to it.

As a result of the filing of the initial motions ttismiss, all discovery in this action was stayetbmatically. Plaintiffs moved to vacate t
stay of discovery, which all defendants opposeethasy KPMGS pending motion to dismiss the further amendedptaimt filed by plaintiffs
against KPMG. In granting KPMG’motion to dismiss, the court noted the penderidie motion for judgment on the pleadings desd
above and ruled that the stay of discovery will agmin place. Plaintiffs filed a separate motion ddimited lift of the stay of discovery, whi
CIB Marine and the individual defendants opposetheir response filed on September 11, 2007. Iryidgnthe motion for judgment on t
pleadings, the Court denied the motions to vadaestay as moot, i.e., with the denial of the mofir judgment on the pleadings disco\
may proceed.

CIB Marine intends to vigorously contest certifioat of any class action and to otherwise vigoroud#yend this action. The ultimi
outcome of this action cannot be determined attiimie.

In April 2005, James Fasano and Thomas Arundetesioéders of CIB Marine and borrowers of CBlicago, commenced an action in
Circuit Court of Cook County, lllinois, against CiBarine, CIBChicago and two of their now former directors andifiicers for damage
arising out of alleged fraudulent misrepresentatioglative to the financial condition of Canron atsl principal shareholder to induce
plaintiffs to borrow $0.5 million from CIBZhicago and invest it in Canron. Plaintiffs ass#aims for fraud and shareholder remedies.
shareholder alleges the defendants violated lendigglations which caused a decline in the pldsitihvestment in CIB Marine. Plaintif
seek an unspecified amount of compensatory andipeiniamages, request an order requiring CIB Maaime the bank to repurchase their
Marine shares of stock at fair value and other foohrelief. While the outcome of these claims aartre determined at this time, CIB Mat
intends to vigorously defend this action. On Novem®0, 2004, CIB Marine sold CIBhicago. On January 11, 2008, plaintiffs filed atiomn
to voluntarily dismiss the litigation. The Courtshaot ruled on this motion.
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In December 2003, CIBhicago acquired the title to a commercial offic@lding that was being converted into resident@dominiums
The property was acquired through a Deed in Lielrafeclosure Settlement Agreement (“DIL Agreemerfittn a borrower who was
default on its obligation. The property was incldde foreclosed properties at December 31, 2003suunt to the DIL Agreement, CIB-
Chicago acquired the property subject to the filesh held by an unaffiliated financial institutiomnd assumed the borrowerfinancia
obligation relating to that first lien. At Decemb8t, 2003, the assumed financial obligation wa®onted as an outstanding noecours
mortgage note payable. During the second quart20od#, CIBChicago transferred all of its rights, title andeirest in the property, along w
the borrower’s obligation under the related mortamte, to the first lien holder. ClBhicago transferred the property based upc
evaluation that the amount of additional funds seagey to complete the project was greater tharfitiacial benefits and risks associz
therewith. The property was transferred without &ngher liability or obligation to the first lieposition holder and CIEhicago reserved
legal rights to pursue the borrower and guarantbing transfer to the first lien holder resultednim additional gain or loss to CIB Maril
During 2003, CIB Marine chargeaff $41.7 million of the loan to its allowance floan loss with respect to this borrowing relatiapsiind als
recorded a $1.5 million market value write downtloa property. In July 2004, CIBhicago commenced litigation in the United Statéstriat
Court for the Northern District of Illinois, EasteDivision, against the borrower, guarantors argrthelated interests for collection of
losses incurred by CIB Marine based upon stateclains of breach of agreements, fraud, conversi@hather theories of recovery, includ
Federal RICO violations. In November 2004, GBicago assigned the loans and claims related ito déwvelopment to CIB Marine
conjunction with the sale of CIBhicago. In April 2005, the United States Disti@burt dismissed the RICO claim and, as a resudkel
jurisdiction over the state law claims. In AprilG®) CIB Marine commenced an action in the Circwiu@ of Cook County, Illinois, against 1
defendants on the state law claims. On Februa®pQ8, the Court dismissed the action against ontheofjuarantors on the grounds that CIB-
Chicago was precluded from pursuing collection frtira guarantor until the first lienholder was paidfull pursuant to the language ¢
restructuring agreement entered into by @Bicago, the first lienholder and the guarantoB ®larine intends to appeal the dismissal. Ir
event that there are any recoveries with respethdse loans and claims, CIB Marine has agreedyotipe purchaser of CIBhicago te
percent of any recovery after collection costsdate, CIB Marine has not made any recoveries wigpect to such loans and claims.

On April 20, 2006, Mark A. Sindecuse filed an antio the United States District Court, Eastern isbf Missouri, Eastern Division (¢
Louis) against CIB Marine, Dean M. Katsaros (“Katsd), a former director of CIB Marine, and Katsaros & #sigites, Inc. The complaint,
amended, purported to assert common law causestiohagainst CIB Marine for fraud and negligensrmpresentation in connection v
plaintiff s purchases of common stock of CIB Marine in pavptacements in 1995, 1996, 1997 and 1998. Plaisifight compensatc
damages in excess of $2 million and unspecifiedtipendamages. After a motion to dismiss the amdnmemplaint resulted in the dismissa
the negligent misrepresentation claims againsCiB Marine filed an answer denying any liability pdaintiff and a motion for summe
judgment on the remaining claim. On August 28, 2G6lfowing Plaintiff s withdrawal of two of the three remaining claingaimst Katsaro
the Court granted CIB Marine and Katsaros summadginent on the sole remaining claim and dismissedawsuit. On September 24, 2(
Plaintiff filed a notice of appeal of the judgmeatthe United State Court of Appeal for the EigBtincuit. The appeal is fully briefed, with
argument currently scheduled.

CIB Marine and the individual defendants in the &udurchett, Fasano/Arundel and Lewis cases desdrabove, are insureds und
policy that on its face purports to provide coverdgr those cases, including advancement of reisgent for the costs of defense (pay:
of which by the insured reduces the remaining cayerunder the policy), which include attornefggs, subject to a retention. The insurer
reserved all rights and notified CIB Marine and tither insureds of potential grounds to deny cayerafter CIB Marine exhausted !
retention under that policy, the insurer paid saibigally all of the costs of defense of CIB Maried the individual defendants in the Ruedi
Lewis cases through February 17, 2006 subjecttoeiervation of rights to seek reimbursement (araligh March 31, 2007 in the Burct
and Fasano/Arundel cases). The insurer informeéhtheeds of its intention to terminate any furtherding of the costs of defense.

Negotiations ensued and CIB Marine and the instisgrussed an arrangement in which the insurer wpayd35% of the costs of defe
of the Ruedi and Lewis cases incurred by CIB Madnd the individual defendants and CIB Marine wopdy the remaining 65% of thc
reasonable costs. The parties negotiated the tefriieir agreement, which was reflected in a wnittgyreement accepted by the insurer
was not executed by the parties. Pending addresgiag issues with regard to expanding the scophigfagreement to include the Burc
and Fasano/Arundel cases, the insurer informedngreds that it would not sign the agreement aiggrthe Lewis and Ruedi cases.
insurer contends that the act of plaingf€ounsel in Lewis providing an affidavit from Ruéalthe court in connection with one of the pergy
motions regarding vacating the stay of discovexmeglithe insurer grounds to invoke an exclusion uttde policy that applies when an inst
under the policy, which the insurer contends Rugdassists a plaintiff, such as Lewis, in the poogion of a case against other insureds,
as the Lewis case. Accordingly, the insurer hassadvthe insureds that it will no longer pay anythaf costs of defense of Lewis. CIB Mal
understands that this refusal also applies to adgment that may be entered against any insurkevirs.
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CIB Marine is considering its options in responsdhis position of the insurer. With respect to theividual defendants, the paymen
defense costs by CIB Marine is pursuant to the ipiow of its bylaws that mandates advancing defense costs oftaliseand officers und
certain circumstances and subject to a full resenveof rights under the insurance policy by botrtigs. The advances to individuals
subject to repayment by the individual defendahtsis ultimately determined, as provided in thelbws and applicable Wisconsin law, 1
they are not entitled to be indemnified. The agresnwith the insurer provided that either CIB Mariar the insurer could terminate
funding arrangement under certain circumstancethdrevent of termination, CIB Marine would be msgible for all of the reasonable cost
defense of CIB Marine and the individual defendants

With respect to the Burchett and Fasano/Arundekgasfter CIB Marine exhausted retention under taicy, the insurer pa
substantially all of the costs of defense of CIBria and the individuals through March 31, 200hjsct to its reservation of rights. On Ma
14, 2007, the insurer informed the insureds oinitsntion to terminate funding of all of the cosfsdefense in those actions on or after Api
2007 and proposed a funding arrangement compatalleat discussed with respect to the Ruedi andid @ases. No agreement has |
reached with respect to po&pril 1, 2007 funding of defense costs in the Bettland Fasano/Arundel cases. With respect tontieidua
defendants, the payment of these defense costdB@rine is being made pursuant to the provisibitobydaws that mandates advanc
defense costs of directors and officers under icediacumstances and subject to a full reservatibrights under the insurance policy by t
parties. The advances to individuals are subjecg¢payment by the individual defendants if it iSrohtely determined, as provided in the by-
laws and applicable Wisconsin law, that they areemtitled to be indemnified.

It is not possible to estimate the amount or timifighe defense costs that will be paid by CIB Marirom and after February 17, 200
the Ruedi and Lewis cases or in the other casesided above. The following factors, among othem)ld cause actual results to differ f
those described in the preceding forwlrdking statement and affect the amount and tindhghe expenses referred to with respect t
Ruedi and Lewis cases: (1) the scope of discoveay it allowed by the court; (2) the extent, if atty which the Lewis case is allowec
proceed as a class action; (3) the scope of disggwarsued by the plaintiffs (and the timing andstance of the coud’rulings on an
objections thereto by defendants); (4) the extenwhich CIB Marine and the individual defendantsl aheir respective counsel are abl
coordinate their defense of the action and in paldr minimize duplication of activities in defenskthe case; (5) the final determination by
insurer as to the amounts it is prepared to pagyaunt to the policy referenced above; (6) CIB MaBrdetermination of what costs of defe
are “reasonable” within the meaning of its layvs and any claims made by individual defendartiesge costs of defense may be rejectt
whole or in part on that ground; and (7) the extenivhich any individual defendant whose costs efedse are advanced by CIB Marin
ultimately required to repay those costs and, ,itlse ability of that person to make repayment.

In July 2007, Mark Swift and M.A. Swift & Associatd td., purported minority shareholders of a forfean customer of CIB Maril
Capital, LLC (“CIB Capital”),filed a lawsuit in US District Court for the NorttmeDistrict of lllinois, Eastern Division, again€iB Capital an
CIB Marine. Subsequently, the Trustee for the baptay estate of Mark Swift assumed the action asiff. In September 2007, the plain
amended the complaint and dismissed CIB MarineGlBdCapital as defendants.
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ITEM 1A. RISK FACTORS

There have been no significant changes in CIB Mgsinisk factors from those described in its AnnRabort on Form 16 for the yea
ended December 31, 2006.

ITEM 6. EXHIBITS
Exhibit 31.1-Certification of John P. Hickey, JLhief Executive Officer, under Rule 13a-14(a)/1%a).
Exhibit 31.2-Certification of Edwin J. Depenbrokhi€f Financial Officer, under Rule 13a-14(a)/15d&l)4

Exhibit 32.1Certification of John P. Hickey, Jr., Chief ExeeetiOfficer, pursuant to 18 U.S.C. Section 1350adspted pursuant
Section 906 of the Sarbanes-Oxley Act of 2002.

Exhibit 32.2Certification of Edwin J. Depenbrok, Chief Finandfficer, pursuant to 18 U.S.C. Section 1350, depted pursuant
Section 906 of the Sarbanes-Oxley Act of 2002.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf by
the undersigned thereunto duly authorized.

CIB MARINE BANCSHARES, INC.
(Registrant)

Date: March 27, 200 By: /s/ EDWIN J. DEPENBROK

Edwin J. Depenbrok
Chief Financial Officer
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EXHIBIT 31.1

CERTIFICATION

I, John P. Hickey, Jr., Chief Executive Officer@fB Marine Bancshares, Inc., certify that:

1. | have reviewed this quarterly report on Form@06f CIB Marine Bancshares, Inc.;

2. Based on my knowledge, this report does not cordaiy untrue statement of a material fact or omistate a material fe
necessary to make the statements made, in lighieofircumstances under which such statements made, not misleading wi
respect to the period covered by this report;

3. Based upon my knowledge, the financial statemeartd, other financial information included in thigpoet, fairly present in &
material respects the financial condition, resafteperations and cash flows of the registrantfasmd for, the periods presen
in this report;

4, The registrans other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedur:
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) for the registrant and have:

a)

b)

Designed such disclosure controls and proceduresaused such disclosure controls and procedurbe ttesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is mé
known to us by others within those entities, pattidy during the period in which this report isifg prepared;

Evaluated the effectiveness of the registeadisclosure controls and procedures and preséantb report our conclusio
about the effectiveness of the disclosure contnts procedures, as of the end of the period covgyetis report based
such evaluation; and

Disclosed in this report any change in the tegig’s internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annyadrg that has materia
affected, or is reasonably likely to materiallyeaftf, the registrant’s internal control over finae¢eporting; and

5. The registrang other certifying officer(s) and | have disclosé@dsed on our most recent evaluation of internaktrob ove
financial reporting, to the registrant’'s auditorglahe audit committee of the registranoard of directors (or persons perforn
the equivalent function):

a)  All significant deficiencies and material weaknesge the design or operation of internal controéiofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refioancia
information; and

b)  Any fraud, whether or not material, that involvesamagement or other employees who have a significalatin the
registrant’s internal control over financial repogt

Date: March 27, 200 By: /s/ John P. Hickey, J

John P. Hickey, Jr.
President and Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION

I, Edwin J. Depenbrok, Chief Financial Officer,@fB Marine Bancshares, Inc., certify that:

1. | have reviewed this quarterly report on Form@06f CIB Marine Bancshares, Inc.;

2. Based on my knowledge, this report does not cordaiy untrue statement of a material fact or omistate a material fe
necessary to make the statements made, in lighieofircumstances under which such statements made, not misleading wi
respect to the period covered by this report;

3. Based upon my knowledge, the financial statemeartd, other financial information included in thigpoet, fairly present in &
material respects the financial condition, resafteperations and cash flows of the registrantfasmd for, the periods presen
in this report;

4, The registrans other certifying officer(s) and | are responsifoleestablishing and maintaining disclosure cdstemd procedur:
(as defined in Exchange Act Rules 13a-15(e) and1Bgd)) for the registrant and have:

a)

b)

Designed such disclosure controls and proceduresaused such disclosure controls and procedurbe ttesigned und
our supervision, to ensure that material infornmatielating to the registrant, including its condatied subsidiaries, is mé
known to us by others within those entities, pattidy during the period in which this report isifg prepared;

Evaluated the effectiveness of the registeadisclosure controls and procedures and preséantb report our conclusio
about the effectiveness of the disclosure contnts procedures, as of the end of the period covgyetis report based
such evaluation; and

Disclosed in this report any change in the tegig’s internal control over financial reporting thatcooed during th
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an annyadrg that has materia
affected, or is reasonably likely to materiallyeaftf, the registrant’s internal control over finae¢eporting; and

5. The registrang other certifying officer(s) and | have disclosé@dsed on our most recent evaluation of internaktrob ove
financial reporting, to the registrant’'s auditorglahe audit committee of the registranoard of directors (or persons perforn
the equivalent function):

a)  All significant deficiencies and material weaknesge the design or operation of internal controéiofinancial reportin
which are reasonably likely to adversely affect thgistrants ability to record, process, summarize and refioancia
information; and

b)  Any fraud, whether or not material, that involvesamagement or other employees who have a significalatin the
registrant’s internal control over financial repogt

Date: March 27, 200 By: /s/ Edwin J. Depenbrok

Edwin J. Depenbrok
Chief Financial Officer




EXHIBIT 32.1

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban€xxley Act of 2002

In connection with the Quarterly Report of CIB M&iBancshares, Inc. (the “Company”) on FormQ@@sr the period ending June 30, 200
filed with the Securities and Exchange Commissiorttee date hereof (the “Report1),John P. Hickey, Jr., as Chief Executive Officéithe
Company, hereby certify pursuant to 18 U.S.C. 8acli350, as adopted pursuant to Section 906 oS#rbane®©xley Act of 2002, to m
knowledge that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exag®Act of 1934; and

(2) The information contained in the Report faiggesents, in all material respects, the financaidition and result of operations of

Company.

Date: March 27, 200 By: /s/ John P. Hickey, J

John P. Hickey, Jr.
President and Chief Executive Officer




EXHIBIT 32.2

Certification Pursuant to 18 U.S.C. Section 1350,
as Adopted Pursuant to Section 906 of the Sarban€xxley Act of 2002

In connection with the Quarterly Report of CIB M&iBancshares, Inc. (the “Company”) on FormQ@@sr the period ending June 30, 200
filed with the Securities and Exchange Commissiorttee date hereof (the “Reportl),Edwin J. Depenbrok, as Chief Financial Officéttee
Company, hereby certify, pursuant to 18 U.S.C. i8ect350, as adopted pursuant to Section 906 oStrbane®©xley Act of 2002, to m
knowledge that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities Exag®Act of 1934; and

(2) The information contained in the Report faiggesents, in all material respects, the financaidition and result of operations of

Company.

Date: March 27, 2008 By: /s/ Edwin J. Depenbrok

Edwin J. Depenbrok
Chief Financial Officer






