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SECURITIES AND EXCHANGE COMMISSION
Washington, DC 20549

FORM 10-K/A
(Mark One)

≤ ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the Ñscal year ended December 31, 2001

or

n TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from  to .

Commission Ñle number 0-6835

IRWIN FINANCIAL CORPORATION
(Exact Name of Corporation as SpeciÑed in its Charter)

Indiana 35-1286807
(State or Other Jurisdiction of (I.R.S. Employer
Incorporation or Organization) IdentiÑcation No.)

500 Washington Street Columbus, Indiana 47201
(Address of Principal Executive OÇces) (Zip Code)

(812) 376-1909
(Corporation's Telephone Number, Including Area Code)

Securities registered pursuant to Section 12(b) of the Act: None

Securities registered pursuant to Section 12(g) of the Act:

Title of Class: Common Stock*
Title of Class: 9.25% Cumulative Trust Preferred Securities issued by IFC Capital

Trust I and the guarantee with respect thereto.
Title of Class: 10.50% Cumulative Trust Preferred Securities issued by IFC Capital

Trust II and the guarantee with respect thereto.
Title of Class: 8.75% Cumulative Trust Preferred Securities issued by IFC Capital

Trust III and the guarantee with respect thereto.

Indicate by check mark whether the Corporation: (1) has Ñled all reports required to be Ñled by
Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or for such
shorter period that the Corporation was required to Ñle such reports), and (2) has been subject to such Ñling
requirements for the past 90 days. Yes ≤  No n

Indicate by check mark if disclosure of delinquent Ñlers pursuant to Item 405 of Regulation S-K is not
contained herein, and will not be contained, to the best of Corporation's knowledge, in deÑnitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this
Form 10-K. n

The aggregate market value of the voting stock held by non-aÇliates of the Corporation was
$277,671,410 as of March 11, 2002. As of March 11, 2002, there were outstanding 27,534,021 common shares
of the Corporation.

* Includes associated rights.

Documents Incorporated by Reference

Selected Portions of the Following Documents Part of Form 10-K Into Which Incorporated

DeÑnitive Proxy Statement for Annual Meeting of Part III
Shareholders to be held April 25, 2002
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EXPLANATORY NOTE:

This Form 10-K/A is being Ñled to correct an inadvertent error in Item 8 of our Annual Report on
Form 10-K for the year ended December 31, 2001. On page 66, the Report of Independent Accountants
incorrectly referred to Note 23 in the date of the audit opinion. The correct reference should have been to
Note 24. There are no other changes to Item 8 or to the Annual Report on Form 10-K for the year ended
December 31, 2001.
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Item 8. Financial Statements

Management Report on Responsibility for Financial Reporting

The management of Irwin Financial Corporation and its subsidiaries has the responsibility of preparing
the accompanying Ñnancial statements and for their integrity and objectivity. The statements were prepared in
conformity with generally accepted accounting principles and are not misstated due to material fraud or error.
The Ñnancial statements include amounts that are based on management's best estimates and judgments.
Management also prepared the other information in the annual report and is responsible for its accuracy and
consistency with the Ñnancial statements.

Our Ñnancial statements have been audited by PricewaterhouseCoopers LLP, independent certiÑed
public accountants. Management has made available to PricewaterhouseCoopers all of Irwin Financial's
Ñnancial records and related data, as well as the minutes of stockholders' and directors' meetings. Further-
more, management believes that all representations made to PricewaterhouseCoopers during its audit were
valid and appropriate.

Management of Irwin Financial has established and maintains a system of internal control that provides
reasonable assurance as to the integrity and reliability of the Ñnancial statements, the protection of assets from
unauthorized use or disposition, and the prevention and detection of fraudulent Ñnancial reporting. Assess-
ments of the system of internal control are based on criteria for eÅective internal control over Ñnancial
reporting described in ""Internal Control-Integrated Framework'' issued by the Committee of Sponsoring
Organizations of the Treadway Commission. Management continually monitors the system of internal control
for compliance. Irwin Financial maintains a strong internal auditing program that independently assesses the
eÅectiveness of the internal controls and recommends possible improvements. In addition, as part of its audit
of our Ñnancial statements, PricewaterhouseCoopers completed an assessment of selected internal accounting
controls to establish a basis for reliance on these controls in determining the nature, timing, and extent of
audit-tests to be applied. Management has considered the internal auditor's and PricewaterhouseCoopers'
recommendations concerning our system of internal control and has taken actions to respond appropriately to
these recommendations that we believe are cost eÅective in the circumstances. Management believes that our
system of internal control is adequate to accomplish the objectives discussed herein.

Management also recognized its responsibility for fostering a strong ethical climate so that our aÅairs are
conducted according to the highest standards of personal and corporate conduct. This responsibility is
characterized and reÖected in our Guiding Philosophy, which is publicized throughout Irwin Financial
Corporation. This responsibility is also reÖected in the individual Codes of Conduct of each major operating
subsidiary. These Codes of Conduct address, among other things, the necessity of ensuring open communica-
tion within Irwin Financial; potential conÖicts of interests; compliance with all domestic and foreign laws,
including those related to Ñnancial disclosures; and a conÑdentiality of proprietary information. Irwin
Financial maintains a systematic program to assess compliance with these policies.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Shareholders and Board of Directors
Irwin Financial Corporation
Columbus, Indiana

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of
income, of changes in shareholders' equity and of cash Öows present fairly, in all material respects, the
Ñnancial position of Irwin Financial Corporation and its subsidiaries at December 31, 2001 and 2000, and the
results of their operations and their cash Öows for each of the three years in the period ended December 31,
2001, in conformity with accounting principles generally accepted in the United States of America. These
Ñnancial statements are the responsibility of the Company's management; our responsibility is to express an
opinion on these Ñnancial statements based on our audits. We conducted our audits of these statements in
accordance with auditing standards generally accepted in the United States of America, which require that we
plan and perform the audit to obtain reasonable assurance about whether the Ñnancial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the Ñnancial statements, assessing the accounting principles used and signiÑcant estimates made
by management, and evaluating the overall Ñnancial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

Chicago, Illinois
January 22, 2002, except as to Note 24, which is as of February 25, 2002.
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IRWIN FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

December 31, December 31,
2001 2000

(In thousands, except for shares)

Assets:
Cash and cash equivalentsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 158,291 $ 83,493
Interest-bearing deposits with Ñnancial institutions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 14,247 36,400
Trading assets Ì Note 3 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 216,684 154,921
Investment securities Ì Note 4 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 38,796 37,095
Loans held for sale ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 503,757 579,788
Loans and leases, net of unearned income Ì Note 5ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,137,747 1,234,922
Less: Allowance for loan and lease losses Ì Note 6 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (22,283) (13,129)

2,115,464 1,221,793
Servicing assets Ì Note 7 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 228,624 130,522
Accounts receivable ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 41,996 69,224
Accrued interest receivable ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 14,063 12,979
Premises and equipment Ì Note 8 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 34,988 29,409
Other assetsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 72,885 66,805

Total assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $3,439,795 $2,422,429

Liabilities and Shareholders' Equity:
Deposits

Noninterest-bearing ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 533,983 $ 263,159
Interest-bearingÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 889,448 517,127
CertiÑcates of deposit over $100,000 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 885,587 663,044

2,309,018 1,443,330
Short-term borrowings Ì Note 10 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 487,963 475,502
Long-term debt Ì Note 11ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 29,654 29,608
Other liabilities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 189,889 136,897
Company-obligated mandatorily redeemable preferred securities of subsidiary

trust Ì Note 12 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 190,948 147,167

Total liabilities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3,207,472 2,232,504

Commitments and contingencies Ì Note 13
Shareholders' equity

Preferred stock, no par value Ì authorized 4,000,000 shares; issued
96,336 shares as of December 31, 2001 and December 31, 2000ÏÏÏÏÏÏÏ 1,386 1,386

Common stock, no par value Ì authorized 40,000,000 shares; issued
23,402,080 shares as of December 31, 2001 and December 31, 2000;
including 2,096,947 and 2,376,119 shares in treasury as of
December 31, 2001 and December 31, 2000, respectivelyÏÏÏÏÏÏÏÏÏÏÏÏÏ 29,965 29,965

Additional paid-in capital ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4,426 4,331
Minority interest ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 658 1,055
Deferred compensation ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (449) (503)
Accumulated other comprehensive loss, net of deferred income tax beneÑt

of $130 and $305 in 2001 and 2000, respectively ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (325) (459)
Retained earnings ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 241,725 201,729

277,386 237,504
Less treasury stock, at cost ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (45,063) (47,579)

Total shareholders' equity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 232,323 189,925

Total liabilities and shareholders' equity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $3,439,795 $2,422,429

The accompanying notes are an integral part of the consolidated Ñnancial statements.
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IRWIN FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF INCOME

For the Year Ended December 31,

2001 2000 1999

(In thousands, except for per share)

Interest income:
Loans and leases ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $128,157 $ 93,251 $ 48,978
Loans held for sale ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 102,679 71,141 66,682
Trading accountÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 31,980 15,584 6,275
Investment securities:

TaxableÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4,913 4,161 3,755
Tax-exempt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 247 250 271

Federal funds soldÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 257 143 652

Total interest income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 268,233 184,530 126,613

Interest expense:
Deposits ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 73,340 52,815 25,220
Short-term borrowings ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 29,656 32,610 28,425
Long-term debt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,320 2,348 1,149
Preferred securities distribution ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 15,768 5,761 4,697

Total interest expense ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 121,084 93,534 59,491

Net interest income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 147,149 90,996 67,122
Provision for loan and lease losses ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 17,505 5,403 4,443

Net interest income after provision for loan and lease lossesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 129,644 85,593 62,679

Other income:
Loan origination fees ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 64,303 52,696 41,024
Gain from sales of loansÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 207,538 77,047 74,834
Loan servicing fees ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 67,362 58,939 60,581
Amortization and impairment of servicing assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (50,134) (39,529) (15,702)

Net loan administration income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 17,228 19,410 44,879

Gain on sale of mortgage servicing assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 8,394 27,528 37,801
Trading gains/(losses) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (32,412) 14,399 (8,296)
Other ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 6,340 20,631 13,827

271,391 211,711 204,069

Other expense:
SalariesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 184,427 124,639 114,303
Pension and other employee beneÑts ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 26,616 20,359 18,402
OÇce expense ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 16,862 13,783 13,181
Premises and equipmentÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 30,702 26,812 24,052
Marketing and developmentÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4,202 13,071 8,962
Professional FeesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 11,192 7,013 4,684
Other ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 53,419 32,285 30,527

327,420 237,962 214,111

Income before income taxes ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 73,615 59,342 52,637
Provision for income taxes ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 28,624 23,676 19,481

Income before minority interest ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 44,991 35,666 33,156
Minority interest in losses of subsidiaries ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (350) Ì Ì

Income before cumulative eÅect of change in accounting principle ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 45,341 35,666 33,156
Cumulative eÅect of change in accounting principle, net of tax ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 175 Ì Ì

Net income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 45,516 $ 35,666 $ 33,156

Earnings per share before cumulative eÅect of change in accounting principle:
Basic Ì Note 18 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 2.14 $ 1.70 $ 1.54

Diluted Ì Note 18 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 1.99 $ 1.67 $ 1.51

Earnings per share:
Basic Ì Note 18 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 2.15 $ 1.70 $ 1.54

Diluted Ì Note 18 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 2.00 $ 1.67 $ 1.51

Dividends per shareÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 0.26 $ 0.24 $ 0.20

The accompanying notes are an integral part of the consolidated Ñnancial statements.
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IRWIN FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY
For the Years Ended December 31, 2001, 2000, and 1999

Accumulated
Other Additional

Retained Comprehensive Deferred Minority Paid in Common Preferred Treasury
Total Earnings Income (Loss) Compensation Interest Capital Stock Stock Stock

Balance at January 1, 1999 ÏÏÏÏ $145,233 $142,232 $ 85 Ì $ Ì $2,595 $29,965 $ Ì $(29,644)
Net income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 33,156 33,156
Unrealized gain on

investment securities net of
$104 tax beneÑt ÏÏÏÏÏÏÏÏÏ (155) (155)

Total comprehensive
income ÏÏÏÏÏÏÏÏÏÏÏ 33,001

Cash dividends ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (4,287) (4,287)
Tax beneÑt on stock option

exercisesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,055 1,055
Treasury stock:

Purchase of 800,052 shares ÏÏ (18,314) (18,314)
Sales of 232,073 shares ÏÏÏÏÏ 2,608 600 2,008

Balance December 31, 1999 ÏÏÏ $159,296 $171,101 $ (70) Ì $ Ì $4,250 $29,965 $ Ì $(45,950)

Net income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 35,666 35,666
Unrealized gain on

investment securities net of
$43 tax liability ÏÏÏÏÏÏÏÏÏÏ 64 64

Foreign currency adjustment
net of $43 tax beneÑt ÏÏÏÏÏÏÏ (66) (66)

Minimum pension liability net
of $257 tax beneÑt ÏÏÏÏÏÏÏÏÏ (387) (387)

Total comprehensive
income ÏÏÏÏÏÏÏÏÏÏÏ 35,277

Deferred compensation ÏÏÏÏÏÏÏ (503) (503)
Cash dividends ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (5,038) (5,038)
Tax beneÑt on stock option

exercisesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 136 136
Treasury stock:

Purchase of 220,948 shares ÏÏ (3,414) (3,414)
Sales of 142,132 shares ÏÏÏÏÏ 1,730 (55) 1,785

Issuance of 96,336 shares of
preferred stock ÏÏÏÏÏÏÏÏÏÏÏÏ 1,386 1,386

Minority InterestÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,055 1,055

Balance December 31, 2000 ÏÏÏ $189,925 $201,729 $(459) $(503) $1,055 $4,331 $29,965 $1,386 $(47,579)

Net income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 45,516 45,516
Unrealized gain on

investment securities net of
$53 tax liability ÏÏÏÏÏÏÏÏÏÏ 80 80

Foreign currency adjustment
net of $221 tax beneÑt ÏÏÏÏ (333) (333)

Minimum pension liability
net of $257 tax liability ÏÏÏ 387 387

Total comprehensive
income ÏÏÏÏÏÏÏÏÏÏÏ 45,650

Deferred compensation ÏÏÏÏÏÏÏ 54 54
Cash dividends ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (5,520) (5,520)
Tax beneÑt on stock option

exercisesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,451 2,451
Treasury stock:

Purchase of 136,089 shares ÏÏ (3,223) (3,223)
Sales of 415,261 shares ÏÏÏÏÏ 3,383 (2,356) 5,739

Minority InterestÏÏÏÏÏÏÏÏÏÏÏÏÏ (397) (397)

Balance December 31, 2001 ÏÏÏ $232,323 $241,725 $(325) $(449) $ 658 $4,426 $29,965 $1,386 $(45,063)

The accompanying notes are an integral part of the consolidated Ñnancial statements.
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IRWIN FINANCIAL CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

For the Years Ended December 31,

2001 2000 1999

(In thousands)

Net income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 45,516 $ 35,666 $ 33,156
Adjustments to reconcile net income to cash provided (used) by

operating activities:
Depreciation, amortization, and accretion, net ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 9,097 9,114 8,535
Amortization and impairment of servicing assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 50,134 39,529 15,702
Provision for loan and lease losses ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 17,505 5,403 4,443
Deferred income tax ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 26,245 21,702 15,543
Gain on sale of mortgage servicing assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (8,394) (27,528) (37,801)
Gain from sale of loans ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (207,538) (77,047) (74,834)
Originated and purchased mortgage servicing assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (151,821) (57,165) (84,653)
Originations of loans held for sale ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (10,375,401) (5,317,528) (6,316,257)
Proceeds from sale of mortgage servicing assetsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 11,979 53,142 85,380
Proceeds from the sale of loans held for sale ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 10,331,270 5,323,784 6,818,882
Net increase in trading assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (61,763) (95,896) (26,877)
Decrease (increase) in accounts receivable ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 27,228 (49,415) 21,672
Other, net ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 14,160 23,160 (1,828)

Net cash provided (used) by operating activitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (271,783) (113,079) 461,063

Lending and investing activities:
Proceeds from maturities/calls of investment securities:

Held-to-maturity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4,114 1,286 12,058
Available-for-sale ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,441 26 159

Proceeds from sales of investment securities:
Available-for-sale ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì 3,118

Purchase of investment securities:
Held-to-maturity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (437) (781) (34)
Available-for-sale ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (7,692) Ì (5,899)

Net increase (decrease) in interest-bearing deposits with financial
institutions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 22,153 (9,615) (8,344)

Net increase in loans, excluding sales ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (733,433) (533,848) (205,137)
Sale of mortgage loans by commercial bankÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 149,957 31,521 22,928
Acquisition of Onset Capital Corporation, net of cash acquiredÏÏÏÏÏÏÏÏÏ Ì (837) Ì
Other, net ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (10,760) (11,922) (6,520)

Net cash used by lending and investing activities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (573,657) (524,170) (187,671)

Financing activities:
Net increase (decrease) in depositsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 865,688 573,012 (138,893)
Net increase (decrease) in short-term borrowingsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 12,461 2,399 (171,758)
Proceeds from issuance long-term debt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì Ì 30,000
Repayments of long-term debt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì (176) (3,055)
Proceeds from the issuance of trust preferred securities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 45,000 103,500
Proceeds from issuance of preferred stock ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì 1,386 Ì
Purchase of treasury stock for employee beneÑt plansÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (3,223) (3,414) (18,314)
Proceeds from sale of stock for employee beneÑt plansÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 5,834 1,866 2,608
Dividends paid ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (5,520) (5,038) (4,287)

Net cash provided (used) by Ñnancing activities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 920,240 673,535 (303,699)

EÅect of exchange rate changes on cashÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (2) (8) Ì

Net increase in cash and cash equivalents ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 74,798 36,278 (30,307)
Cash and cash equivalents at beginning of period ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 83,493 47,215 77,522

Cash and cash equivalents at end of period ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 158,291 $ 83,493 $ 47,215

Supplemental disclosures of cash Öow information:
Cash paid during the period:

Interest ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 123,058 $ 81,989 $ 52,456

Income taxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 7,357 $ 13,864 $ 14,328

Non cash Transactions:
Mortgage loans held for sale transferred to loans and leases ÏÏÏÏÏÏÏÏÏ $ 327,700 $ Ì $ Ì

The accompanying notes are an integral part of the consolidated Ñnancial statements.
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Note 1 Ì Summary of SigniÑcant Accounting Policies

Consolidation: Irwin Financial Corporation and its subsidiaries provide Ñnancial services throughout
the United States and Canada. We are engaged in the mortgage banking, home equity lending, commercial
banking, equipment leasing, and venture capital lines of business. Intercompany balances and transactions
have been eliminated in consolidation.

Use of Estimates: The preparation of Ñnancial statements in conformity with generally accepted
accounting principles requires us to make estimates and assumptions that aÅect the reported amounts of assets
and liabilities at the date of the Ñnancial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could diÅer from those estimates.

Foreign Currency: Assets and liabilities denominated in Canadian dollars are translated into
U.S. dollars at rates prevailing on the balance sheet date; income and expenses are translated at average rates
of exchange for the year. Unrealized foreign currency translation gains and losses (net of hedging activities
and related income taxes) are recorded in accumulated other comprehensive income in shareholders' equity.

Securities: Those securities that we have the positive intent and ability to hold until maturity are
classiÑed as ""held-to-maturity'' and are stated at cost adjusted for amortization of premium and accretion of
discount. Securities that might be sold prior to maturity are classiÑed as ""available-for-sale'' and are stated at
fair value. Unrealized gains and losses on available for sale investments, net of the future tax impact, are
reported as a separate component of shareholders' equity until realized. Investment gains and losses are based
on the adjusted cost of the speciÑc security.

Trading Assets: Trading assets are stated at fair value. Unrealized gains and losses are included in
earnings. Included in trading assets are residual interests. When we sell receivables in securitizations of home
equity loans and lines of credit, we retain residual interests, a servicing asset, one or more subordinated
tranches, and in some cases a cash reserve account, all of which are retained interests in the securitized
receivables. Gain or loss on the sale of the receivables depends in part on the previous carrying amount of the
Ñnancial assets involved in the transfer, allocated between the assets sold and the retained interests based on
their relative fair value at the date of transfer.

To obtain fair value of residual interests, quoted market prices are used if available. However, quotes are
generally not available for residual interests, so we generally estimate fair value based on the present value of
expected cash Öows estimated using management's best estimates of the key assumptions Ì prepayment
speeds, credit losses, forward yield curves, and discount rates commensurate with the risks involved.
Adjustments to carrying values are recorded as trading gains or losses.

Loans Held For Sale: Loans held for sale are carried at the lower of cost or market, determined on an
aggregate basis for both performing and nonperforming loans. Market value is determined by outstanding
commitments or by current investor yield requirements.

Loans: Loans are carried at cost. Loan origination fees and costs are deferred and the net amounts are
amortized as an adjustment to yield. When loans are sold, deferred fees and costs are included with
outstanding principal balances to determine gains or losses. Interest income on loans is computed daily based
on the principal amount of loans outstanding. The accrual of interest income is discontinued when a loan
becomes 90 days past due as to principal or interest. Management may elect to continue the accrual of interest
when the estimated net realizable value of collateral is suÇcient to cover the principal balance and accrued
interest.

Direct Financing Leases: Interest and service charges, net of initial direct costs, are deferred and
reported as income in decreasing amounts over the life of the lease, which averages three to four years, so as to
provide an approximate constant yield on the outstanding principal balance.

Allowance for Loan and Lease Losses: The allowance for loan and lease losses is maintained at a level
considered adequate to provide for loan and lease losses and is based on management's evaluation of inherent
losses in the portfolio. Loans are considered impaired if it is probable that we will be unable to collect the
scheduled payments of principal or interest when due according to the contractual terms of the loan
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agreement. The measurement of impaired loans is generally based on the present value of expected future cash
Öows discounted at the historical eÅective interest rate, except that all collateral-dependent loans are
measured for impairment based on the fair value of the collateral.

Servicing Assets: When we securitize or sell loans, we generally retain the right to service the underlying
loans sold. A portion of the cost basis is allocated to this servicing asset based on its fair value relative to the
loan as a whole. We use the market prices under comparable servicing sale contracts, when available, or
alternatively use a valuation model that calculates the present value of future cash Öows to determine the fair
value of the servicing assets. In using this valuation method, we incorporate assumptions that we believe
market participants would use in estimating future net servicing income, which include estimates of the cost of
servicing per loan, the discount rate, Öoat value, an inÖation rate, ancillary income per loan, prepayment
speeds, and default rates. Servicing assets are amortized over the estimated lives of the related loans, which
are grouped based on loan characteristics, in proportion to estimated net servicing income.

In determining servicing value impairment, the servicing portfolio was stratiÑed into its predominant risk
characteristics, principally by interest rate. These segments of the portfolio are valued, using market prices
under comparable servicing sale contracts, when available, or alternatively, using the same model as was used
to originally determine the fair value at origination, using current market assumptions. The calculated value is
then compared with the book value of each stratum to determine the required reserve for impairment. The
impairment reserve Öuctuates as interest rates change and, therefore, no reasonable estimate can be made as
to future increases or declines in reserve levels.

Derivative Instruments: EÅective January 1, 2001, we adopted the provisions of Statement of Financial
Accounting Standards (""SFAS'') No. 133, ""Accounting for Derivative Instruments and Hedging Activities,''
as amended. Under the provisions of this standard, all derivative instruments have been recorded at fair value
as assets or liabilities in the December 31, 2001 consolidated balance sheet. Unrealized holding gains and
losses from all derivative instruments classiÑed as fair value hedges or freestanding derivative instruments have
been recorded in the consolidated statement of income. The adoption of SFAS 133 resulted in a cumulative
change in accounting principle, increasing net income by $175 thousand in 2001.

We utilize certain derivative instruments that do not qualify for hedge accounting treatment under SFAS
No. 133. These derivatives are accounted for as trading securities and marked to market on the income
statement. While we do not seek GAAP hedge accounting treatment for most of these instruments, their
economic purpose is to hedge existing exposures to either interest rate risk or foreign currency risk.

We enter into forward contracts to protect against interest rate Öuctuations from the date of mortgage
loan commitment until the loans are sold. At December 31, 2001, we designated the portion of these
transactions hedging the closed mortgage loans as hedges that qualify for hedge accounting treatment under
SFAS 133. The basis of the hedged closed loans is adjusted for changes in value associated with the risk being
hedged. The eÅect of these hedging activities, which do not have a material impact on our net income, was
recorded through earnings as gain from sale of loans. Hedge ineÅectiveness recorded in gains from sale of
loans related to these hedging activities was immaterial.

Additionally, we enter into commitments to originate loans whereby the interest rate on the loan is
determined prior to funding (rate lock commitments). Rate lock commitments on loans intended to be sold
are currently considered to be derivatives. At the time of interest rate lock commitment, no gain or loss is
recognized. Any subsequent changes in fair value are recorded in earnings. These derivatives are recorded on
the balance sheet at fair value at period end.

Premises and Equipment: Premises and equipment are recorded at cost. Depreciation is determined by
the straight-line method.

Venture Capital Investments: Venture capital investments held by Irwin Ventures, LLC are carried at
fair value with changes in fair value recognized in other income. The investment committee of Irwin Ventures
determines the value of these nonpublicly traded investments at the end of each reporting period based upon
review of the investee's Ñnancial results, condition, and prospects. Changes in estimated fair values can also be
made when an event such as a new round of funding from other private equity investors would cause a change

8



       Bowne Integrated Typesetting System 30-SEP-02 13:15 
       Style: STYLE013.BST;118 BOC0000073 Fmt:V5.23/17  Vjust S2:1
       Seq:9 Free lead        360D*points, Next lead: 540D C:100 
        IRWIN FINAN 10-K A1       BOWNE OF CHICAGO      (312) 527-3080                                    
        BOC_CPS             NO MARKS                 30-SEP-2002 16:09  NEXT PCN: 012.00.00.00 -- Page is valid, no graphics -- Color: N 

JB: C72085  PN: 011.00.00.00  SN: 1 <SQ>
*C72085/011/1*

in estimated market value. In the future, should the company have investments in publicly-traded securities, it
would look to the traded market value of the investments as the basis of its mark-to-market.

Other Assets: Included in other assets at December 31, 2001 and 2000 are $4.4 million and $2.8 million
of real estate properties acquired as a result of foreclosure. Other real estate owned is carried at the lower of
the recorded investment in the related loan or fair value of the property less estimated costs to sell.

Income Taxes: A consolidated tax return is Ñled for all eligible entities. Deferred income taxes are
computed using the liability method, which establishes a deferred tax asset or liability based on temporary
diÅerences between the tax basis of an asset or liability and the basis recorded in the Ñnancial statements.

Cash and Cash Equivalents DeÑned: For purposes of the statement of cash Öows, we consider cash and
due from banks to be cash equivalents.

Recent Accounting Developments: In September 2000, the FASB issued SFAS No. 140, ""Accounting
for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities.'' SFAS No 140, which
replaces SFAS No. 125, ""Accounting for Transfers and Servicing of Financial Assets and Extinguishments of
Liabilities,'' provides accounting and reporting standards for securitizations and other transfers of assets. The
Standard is based on the application of a Ñnancial components approach that focuses on control, and provides
consistent standards for distinguishing transfers of Ñnancial assets that are sales from transfers that are secured
borrowings. The Standard requires disclosure of information about securitized assets, including principal
outstanding of securitized and other managed assets, accounting policies, key assumptions related to the
determination of the fair value of residual interests, delinquencies and credit losses. The accounting
requirements of this Standard were eÅective for transfers and servicing of Ñnancial assets and extinguishments
of liabilities occurring after March 31, 2001. Adoption of this statement did not have a material impact on our
Ñnancial position or results of operations.

On June 29, 2001 the FASB approved SFAS No. 141, ""Business Combinations,'' and No. 142 ""Goodwill
and Other Intangible Assets.'' SFAS 141 eliminates the pooling-of-interests method of accounting Ì
requiring that purchase accounting, with its recognition of intangible assets separately from goodwill, be
applied to all business combinations initiated after June 30, 2001.

Under the provisions of SFAS 142, goodwill will no longer be amortized against earnings. Instead,
goodwill and intangible assets deemed to have an indeÑnite life will be reviewed for impairment at least
annually. The amortization period of intangible assets with Ñnite lives will no longer be limited to forty years.
This standard became eÅective January 1, 2002. We discontinued the amortization of goodwill with a net
carrying value of $1.8 million on the date of adoption and annual amortization of $0.2 million that resulted
from business combinations prior to the adoption of SFAS 141. In addition, we will record an after tax beneÑt
of $0.5 million, as a cumulative eÅect of a change in accounting principle, representing the write-oÅ of
negative goodwill at January 1, 2002 arising from a prior business combination.

The FASB has also issued SFAS No. 143, ""Accounting for Asset Retirement Obligations,'' and SFAS
No. 144, ""Accounting for the Impairment or Disposal of Long-Lived Assets.'' SFAS 143 addresses
accounting for the retirement of tangible long-lived assets and the associated asset retirement costs. The
eÅective date is for Ñscal years beginning after June 15, 2002. SFAS 144, eÅective for Ñscal years beginning
after December 15, 2001, supersedes FASB No. 121 ""Accounting for the Impairment of long-Lived Assets to
Be Disposed Of'' and APB Opinion No. 30, ""Reporting the Results of Operations Ì Reporting the EÅects of
Disposal of a Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and
Transactions,'' for the disposal of a segment of a business. Management does not believe the implementation
of SFAS 143 or SFAS 144 will have a material eÅect on our earnings or Ñnancial condition.

ReclassiÑcations: Certain amounts in the 2000 and 1999 consolidated Ñnancial statements have been
reclassiÑed to conform to the 2001 presentation. These changes had no impact on previously reported net
income or shareholders' equity.
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Note 2 Ì Restrictions on Cash and Interest-Bearing Deposits with Financial Institutions

Irwin Union Bank and Trust Company and Irwin Union Bank, F.S.B. are required to maintain reserve
balances with the Federal Reserve Bank. The amount of the reserve balance at December 31, 2001 was
$7.5 million. Additionally, we are required to maintain reserve funds in connection with our loan securitization
activities. Included in accounts receivable at December 31, 2001 is $0.5 million of these reserve funds.

Note 3 Ì Sales of Receivables

During 2001 and 2000, we sold home equity loans and lines of credit in securitization transactions
resulting in the creation of residual interests and a servicing asset. Residual interests totaling $199.1 million
and $152.6 million, respectively, are included in trading assets at December 31, 2001 and 2000, respectively.
We receive annual servicing fees of approximately 0.75% to 1.0% of the outstanding balance and rights to
future cash Öows arising after the investors in the securitization trust have received the return for which they
contracted. The investors and the securitization trusts have no recourse to our other assets for failure of
debtors to pay when due. Our residual interests are subordinate to investors' interests. The value of the residual
interests are subject to prepayment, credit, and interest rate risks in the transferred Ñnancial assets.

We recognized pretax gains of $91.6 million, $47.0 million, and $23.7 million on the securitization of
home equity loans and lines of credit at our home equity line of business during 2001, 2000, and 1999,
respectively.

Key economic assumptions used in measuring the fair value of residual interests at the date of
securitization resulting from securitizations completed during the year 2001 (weighted based on principal
amounts securitized) were as follows:

Prepayment speed (annual rate) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 18.78%

Weighted-average life (in years) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3.57

Expected credit losses (annual rate)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2.27%

Residual cash Öows discounted at ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 16.85

Interest rates on adjustable notesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ LIBOR plus contractual spread ranging from 18 to
200 basis points

The table shown above aggregates each of the securitization transactions by the line of business
completed in 2001 into a single set of assumptions. In accounting for the residual assets, we analyze interests
on a security by security basis and perform analysis at the loan level.

At December 31, 2001, key economic assumptions and the sensitivity of the current fair value of residual
cash Öows to immediate 10 percent and 25 percent adverse changes in those assumptions are as follows:

Home Equity Loans and Lines of Credit

(dollars in thousands)

Balance sheet carrying value of residual interests Ì fair valueÏÏÏÏÏÏÏÏÏ $199,071

Weighted-average life (in years) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2.72

Prepayment speed assumptions (annual rate) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 24.84%

Impact on fair value of 10% adverse change (27.32%)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ (3,395)

Impact on fair value of 25% adverse change (31.05%)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (7,919)

Expected credit losses (annual rate) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2.83%

Impact on fair value of 10% adverse change (3.11%)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ (8,731)

Impact on fair value of 25% adverse change (3.54%)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (21,135)

Residual cash Öows discount rate (annual) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 18.54%

Impact on fair value of 10% adverse change (20.39%)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ (8,124)

Impact on fair value of 25% adverse change (23.18%)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (19,243)

These sensitivities are hypothetical and should be considered with caution. As the Ñgures indicate,
changes in fair value based on a 10 percent and 25 percent variation in assumptions generally cannot be
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extrapolated because the relationship of the change in assumption to the change in fair value may not be
linear. Also, in this table, the eÅect of a variation in a particular assumption on the fair value of the retained
interest is calculated without changing any other assumption; in reality, changes in one factor may result in
changes in another (for example, increases in market interest rates may result in lower prepayments and
increased credit losses), which might magnify or counteract the sensitivities.

Static pool credit losses are calculated by summing the actual and projected future credit losses and
dividing them by the original balance of each pool of assets. The amount shown here for each year is
calculated based on all securitizations occurring in that year.

Actual and projected credit losses (%) as of:

Home Equity Loans and Lines of Credit Securitized in

1995 1996 1997 1998 1999 2000 2001December 31, 2001
(Dollars in thousands)

Actual to dateÏÏÏÏÏÏÏÏÏÏÏÏ 2.29% 1.04% 1.12% 0.90% 2.19% 2.11% 0.14%

Projected remainingÏÏÏÏÏÏÏ Ì Ì 0.08 0.48 1.4 4.13 8.62

Total losses ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2.29 1.04 1.20 1.38 3.59 6.24 8.76

Original balance securitized $51,584 $139,996 $229,994 $160,470 $433,606 $781,914 $1,042,462

The table below summarizes the cash Öows received from (paid to) securitization trusts during the year
ended December 31, 2001 ($ in thousands):

Proceeds from new securitizations ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $1,072,177

Collections used by the trust to purchase new home equity loan balances ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 6,501

Servicing fees received ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 10,741

Cash Öows received on residual interests* ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 45,645

Cash received upon release from reserve accountsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 135

Purchases of delinquent or foreclosed assetsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (701)

Servicing advancesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (42,483)

Reimbursements of servicing advances ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 43,319

* Cash Öows received on residual interests are net of $31.9 million used to over-collateralize the trusts. During
2001, $6.0 million was paid to over-collateralize the trusts at the time of securitization.

11
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Historical loss and delinquency amounts for the managed portfolio for the year ended December 31, 2001
were as follows (dollars in thousands):

DelinquentTotal Principal
PrincipalAmount of

Over 60 Days***Loans At
December 31, Year Ended

2001 December 31, 2001

Home equity loans and lines of credit ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $2,317,975 $121,666

Comprised of:

Loans owned*:

Loans ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 350,433 $ 15,198

Loans securitized, servicing and residual retained**ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,714,109 89,422

Total owned portfolio ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,064,542 104,620

Loans managed but not owned:

Loans securitized, servicing retained, residual sold**ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 216,512 $ 17,046

Loans and residual sold, servicing retained ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 36,921 Ì

Total managed but not ownedÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 253,433 17,046

Total managed loansÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $2,317,975 $121,666

* Loans owned are loans held for investment or loans in which we retain a subordinate interest and retain a
risk of loss

** Represents the principal amount of the loan. Residual interests held for securitized assets are excluded
from this table because they are recognized separately.

*** Includes bankruptcies, foreclosures and other real estate owned.

Actual credit losses, net of recoveries, on the managed portfolios during the year ended December 31, 2001
were $35.4 million related to loans securitized and loans held for investment. Of this amount, $10.0 million
relates to unsold loans while $25.4 million relates to securitized loans.

Note 4 Ì Investment Securities

The amortized cost, fair value, and carrying value of investments held at December 31, 2001 are as
follows:

Gross Gross
Amortized Unrealized Unrealized Fair Carrying

Cost Gains Losses Value Value

(In thousands)

Held-to-maturity:

Obligations of states and political subdivisions ÏÏÏÏÏÏÏ $ 4,425 $113 $Ì $ 4,538 $ 4,425

Mortgage-backed securitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,507 28 Ì 1,535 1,507

Other ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 133 Ì Ì 133 133

Total held-to-maturity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 6,065 141 Ì 6,206 6,065

Available-for-sale:

U.S. Treasury and government obligations ÏÏÏÏÏÏÏÏÏÏ 29,251 78 Ì 29,329 29,329

Mortgage-backed securitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,671 46 Ì 2,717 2,717

Other ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 685 Ì Ì 685 685

Total available-for-sale ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 32,607 124 Ì 32,731 32,731

Total investments ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $38,672 $265 $Ì $38,937 $38,796
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The amortized cost, fair value, and carrying value of investments held at December 31, 2000 are as
follows:

Gross Gross
Amortized Unrealized Unrealized Fair Carrying

Cost Gains Losses Value Value

(In thousands)

Held-to-maturity:

U.S. Treasury and government obligations ÏÏÏÏÏÏÏÏÏÏ $21,006 $Ì $ (1) $21,005 $21,006

Obligations of states and political subdivisions ÏÏÏÏÏÏÏ 4,586 71 (1) 4,656 4,586

Mortgage-backed securitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,059 (1) Ì 2,058 2,059

Total held-to-maturity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 27,651 70 (2) 27,719 27,651

Available-for-sale:

U.S. Treasury and government obligations ÏÏÏÏÏÏÏÏÏÏ 4,992 Ì 1 4,993 4,993

Mortgage-backed securitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3,103 Ì (10) 3,093 3,093

Other ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,358 Ì Ì 1,358 1,358

Total available-for-sale ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 9,453 Ì (9) 9,444 9,444

Total investments ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $37,104 $70 $(11) $37,163 $37,095

The amortized cost and estimated value of debt securities at December 31, 2001, by contractual maturity,
are shown below. Expected maturities will diÅer from contractual maturities because borrowers may have the
right to call or prepay obligations with or without call or prepayment penalties.

Amortized Fair
Cost Value

(In thousands)

Held-to-maturity:

Due in one year or less ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 268 $ 268

Due after one year through Ñve years ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,095 1,095

Due after Ñve years through ten years ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,215 1,258

Due after ten years ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,980 2,050

4,558 4,671

Mortgage-backed securities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,507 1,535

6,065 6,206

Available-for-sale:

Due in one year or less ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 3,682 $ 3,760

Due after ten years ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 26,254 26,254

29,936 30,014

Mortgage-backed securities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,671 2,717

32,607 32,731

Total investments ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $38,672 $38,937

Investment securities amounting to $12.8 million were pledged as collateral for borrowings and for other
purposes on December 31, 2001. During 2001 and 2000 there were no sales of ""available for sale'' investments.
During 1999, sales of ""available for sale'' investments with proceeds of $3.1 million resulted in a gross loss of
$1.2 thousand. Additionally in 2001, 2000, and 1999, ""held-to-maturity'' investments totaling $0.3 million,
$2.9 million and $1.8 million, respectively, were called. Calls in 2001 and 2000 resulted in gross losses of $0.4
thousand and $23.1 thousand, respectively. Calls in 1999 were at par.
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Note 5 Ì Loans and Leases

Loans and leases are summarized as follows:

December 31,

2001 2000

(In thousands)

Commercial, Ñnancial and agricultural ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $1,055,307 $ 677,066

Real estate-construction ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 287,228 220,485

Real estate-mortgage ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 490,111 122,301

Consumer ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 38,489 56,785

Direct Ñnancing leases

DomesticÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 232,527 116,867

Foreign ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 91,816 72,864

Unearned income

DomesticÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (44,183) (21,570)

Foreign ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (13,548) (9,876)

Total ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $2,137,747 $1,234,922

In 2001, $327.7 million of loans held for sale at the home equity lending line of business were reclassiÑed
to loans and leases. These loans are included in the real estate-mortgage category above.

Commercial loans are extended primarily to local regional businesses in the market areas of Irwin Union
Bank. We also provide consumer loans to the customers in those markets. Real estate loans and direct
Ñnancing leases are extended throughout the United States and Canada.

Irwin Union Bank and Trust, in the normal course of business, makes loans to directors, oÇcers, and
organizations and individuals with which they are associated at market rates. Such loans amounted to
$1.9 million and $2.4 million at December 31, 2001 and 2000, respectively. During 2001, $0.9 million of new
loans were made and repayments totaled $1.0 million.

Note 6 Ì Allowance for Loan and Lease Losses

Changes in the allowance for loan and lease losses are summarized below:

December 31,

2001 2000 1999

(In thousands)

Balance at beginning of year ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 13,129 $ 8,555 $ 9,888

Acquisition of Onset Capital ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì 1,908 Ì

Provision for loan and lease losses ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 17,505 5,403 4,443

Reduction due to sale of loans and leases ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (6) Ì (3,126)

Reduction due to reclassiÑcation of loans ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì (16) (922)

Foreign currency adjustment ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (140) (19) Ì

Recoveries ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,236 466 503

Charge-oÅs ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (10,441) (3,168) (2,231)

Balance at end of year ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 22,283 $13,129 $ 8,555

At December 31, 2001, 2000, and 1999, the recorded investment in loans for which impairment has been
recognized in accordance with SFAS No. 114 and SFAS No. 118 totaled $33.1 million, $7.4 million, and
$0.9 million, respectively. These loans had a corresponding valuation allowance of $4.2 million, $820 thousand,
and $204 thousand, respectively, based on the fair value of the loans' collateral. We recognized $2.3 million,
$521 thousand, and $38 thousand of interest income on these loans in 2001, 2000, and 1999, respectively.
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Note 7 Ì Servicing Assets

Included on the consolidated balance sheet at December 31, 2001 and 2000 are $228.6 million and
$130.5 million, respectively, of capitalized servicing assets. These amounts relate to the principal balances of
loans serviced by us for investors. Although they are not generally held for purposes of sale, there is an active
secondary market for servicing assets.

Mortgage Servicing Asset:

December 31,

2001 2000

(In thousands)

Beginning Balance ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $130,522 $138,500

AdditionsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 151,821 57,165

Amortization and impairmentÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (50,134) (39,529)

Reduction for servicing sales ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (3,585) (25,614)

$228,624 $130,522

We have established a valuation allowance to record servicing assets at their fair market value. Changes
in the allowance are summarized below:

December 31,

2001 2000 1999

(In thousands)

Balance at beginning of year ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 14,204 $ 401 $ 11,720

Provision for impairment ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 11,321 13,803 (11,319)

Permanent impairment*ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (12,030) Ì Ì

Balance at end of year ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 13,495 $14,204 $ 401

* Permanent impairment was recorded in conjunction with a portfolio restratiÑcation change made when we
updated predominant risk characteristics inherent in the portfolio of servicing rights during 2001.

At December 31 2001, key economic assumptions and the sensitivity of the current carrying value of
mortgage servicing rights to immediate 10% and 20% adverse changes in those assumptions are as follows
($ in thousands):

Carrying amount of mortgage servicing rightsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $228,624

Constant prepayment speeds ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 13.86%

Impact on fair value of 10% adverse change (15.2%) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (9,723)

Impact on fair value of 20% adverse change (16.6%) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (18,238)

Discount Rate ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 10.47%

Impact on fair value of 10% adverse change (11.51%) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (6,474)

Impact on fair value of 20% adverse change (12.55%) ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (12,332)

These sensitivities are hypothetical and should be used with caution. As the Ñgures indicate, changes in
value based on a 10% and 20% variation in assumptions generally cannot be extrapolated because the
relationship of the change in assumption to the change in value may not be linear. Also, in this table, the eÅect
of a variation in a particular assumption on the value of the residual interest is calculated without changing any
other assumption; in reality, changes in one factor may result in changes in another (for example, increases in
market interest rates may result in lower prepayments and increased credit losses), which might magnify or
counteract the sensitivities.

Included in the servicing assets are $211.2 million and $121.6 million of servicing assets related to the
mortgage bank at December 31, 2001 and 2000, respectively. The servicing assets at the mortgage bank had a
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fair value of $239.7 million and $165.1 million at December 31, 2001 and 2000, respectively. Below is a
rollforward of the mortgage bank's servicing portfolio balance:

Servicing Portfolio:

December 31,

2001 2000 1999

(In billions)

Beginning Portfolio ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 9.2 $10.5 $11.2

Add:

Originations of servicing rights ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 9.2 3.7 5.9

Deduct:

Sale of servicing rights ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (2.3) (4.1) (4.7)

Run-oÅÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (3.2) (0.9) (1.9)

Ending Portfolio ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $12.9 $ 9.2 $10.5

Key economic assumptions used in measuring the carrying value of mortgage servicing rights at the
mortgage bank at the date of securitization resulting from deliveries completed during the year 2001
(weighted based on principal amount of deliveries) were as follows:

Weighted average prepayment rate (annual rate)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 13.86%

Weighted average life (in years)ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 8.24

Weighted average discount rateÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 9.89%

Note 8 Ì Premises and Equipment

Premises and equipment are summarized as follows:

December 31,

Useful
2001 2000 Lives

(In thousands)

LandÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 2,263 $ 1,737 n/a

Building and leasehold improvements ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 19,742 17,410 7-40 years

Furniture and equipment ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 49,001 40,660 3-10 years

71,006 59,807

Less accumulated depreciation ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (36,018) (30,398)

TotalÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 34,988 $ 29,409

Amounts charged to non-interest expense for depreciation amounted to $5.2 million, $5.9 million, and
$4.5 million in 2001, 2000, and 1999, respectively.

Note 9 Ì Lease Obligations

At December 31, 2001, we leased certain branch locations and oÇce equipment used in our operations.

Operating lease rental expense was $19.8 million in 2001, $17.8 million in 2000, and $16.5 million in
1999.
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The future minimum rental payments required under noncancellable operating leases with initial or
remaining terms of one year or more are summarized as follows:

Year ended December 31: (In thousands)

2002 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $17,076

2003 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 11,206

2004 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 9,481

2005 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 7,427

2006 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 5,526

Thereafter ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,031

Total minimum rental payments ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $52,747

Note 10 Ì Short-Term Borrowings

Short-term borrowings are summarized as follows:

December 31,

2001 2000

(In thousands)

Repurchase agreements & drafts payable related to mortgage loan closings ÏÏÏÏÏÏ $154,157 $ 64,557

Commercial paper ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 11,123 11,346

Federal Home Loan Bank borrowingsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 212,000 153,000

Federal funds ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 35,200 20,000

Lines of credit and other borrowings ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 75,483 226,599

$487,963 $475,502

Weighted average interest rate ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4.64% 6.79%

Repurchase agreements at December 31, 2001 and 2000, include $0.1 million and $0.1 million in
mortgages sold under agreements to repurchase that are used to fund mortgages prior to sale in the secondary
market. These repurchase agreements are collateralized by mortgage loans held for sale.

Drafts payable related to mortgage loan closings totaled $154.0 million and $64.5 million at Decem-
ber 31, 2001 and 2000. These borrowings are related to mortgage closings at the end of December which have
not been presented to the banks for payment. When presented for payment, these borrowings will be funded
internally or by borrowing from the lines of credit.

Commercial paper includes $11.1 million and $5.7 million at December 31, 2001 and 2000, respectively,
payable to a company controlled by a signiÑcant shareholder and director of Irwin Financial.

Federal funds and Federal Home Loan Bank borrowings are collateralized by mortgage loans held for
sale.

We also have lines of credit available of $813.3 million to fund loan originations and operations. Interest
on the lines of credit is payable monthly or quarterly with rates ranging from 1.9% to 7.4%.

Note 11 Ì Long-Term Debt

Long-term debt consists of a note payable for $30.0 million with an interest rate of 7.58%. This debt is
carried on the balance sheet net of capitalized fees of $0.3 million and $0.4 million as of December 31, 2001,
and 2000, respectively. The entire principle of this note will mature on July 7, 2014.

Note 12 Ì Company-Obligated Mandatorily Redeemable Preferred Securities of Subsidiary Trusts

In January 1997, we issued $50.0 million of trust preferred securities through IFC Capital Trust I, our
wholly-owned statutory business trust subsidiary created under the laws of Delaware. The securities were
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issued at $25 per share with a cumulative dividend rate of 9.25%, payable quarterly. In connection with the
issuance of the securities, we sold an equivalent amount of subordinated debentures to the trust. The securities
have an initial maturity of 30 years with a 19-year extension option. The securities are callable at par after Ñve
years. The securities are shown on the balance sheet at December 31, 2001 net of $1.8 million of capitalized
issuance costs. The sole assets of IFC Capital Trust I are our subordinated debentures with a principal balance
of $51.5 million, an interest rate of 9.25%, and an initial maturity of 30 years with a 19-year extension option.
These funds are considered Tier 1 qualifying capital.

In November 2000, we issued $51.75 million of trust preferred securities through IFC Capital Trust II
and $51.75 million of convertible trust preferred securities through IFC Capital Trust III, wholly-owned
statutory business trust subsidiaries created under the laws of Delaware. The securities were issued at $25 per
share with cumulative dividend rates of 10.5% and 8.75%, respectively, payable quarterly. They have an initial
maturity of 30 years. The trust preferred securities are not convertible into our common shares. The
convertible trust preferred securities have an initial conversion ratio of 1.261 shares of common stock for each
convertible preferred security (equivalent to an initial conversion price of $19.825 per share of common
stock). The securities are shown on the balance sheet at December 31, 2001, net of $4.4 million of capitalized
issuance costs. The sole assets of IFC Capital Trust II and III are our subordinated debentures with principal
balances of $53.35 million each, interest rates of 10.5% and 8.75%, respectively, and an initial maturity of
30 years. The subordinated debentures of IFC Capital Trust II are callable at par after Ñve years. Both issues
are Tier 1 qualifying capital elements.

In July 2001, we issued $15 million of trust preferred securities in a private placement transaction
through IFC Capital Trust IV, our wholly-owned statutory business trust subsidiary created under the laws of
Delaware. In connection with the issuance of the trust preferred securities, we sold an equivalent amount of
subordinated debentures to the trust. These subordinated debentures will mature on July 25, 2031, which date
may be shortened to a date not before July 25, 2006, if certain conditions are met. The securities are shown on
the balance sheet at December 31, 2001, net of $0.5 million of capitalized issuance costs. The cumulative
dividend rate payable on the trust preferred securities and the subordinated debentures is 10.25%, payable
semiannually on January 25 and July 25 of each year. These funds are considered Tier 1 qualifying capital.

In November 2001, we issued $30 million of trust preferred securities in a private placement transaction
through IFC Capital Trust V, a wholly-owned statutory business trust subsidiary created under the laws of
Delaware. In connection with the issuance of the trust preferred securities, we sold an equivalent amount of
subordinated debentures to the trust. These subordinated debentures will mature in 2031, with an option to
call them at par after Ñve years. The securities are held on the balance sheet at December 31, 2001, net of
$0.9 million of capitalized issuance costs. The cumulative dividend rate payable on the trust preferred
securities and the subordinated debentures is 9.95%, payable semiannually on June 8 and December 8 of each
year. These funds are considered Tier 1 qualifying capital.

Note 13 Ì Commitments and Contingencies

Our subsidiary, Irwin Mortgage Corporation is a defendant in a class action lawsuit in the United States
District Court for the northern District of Alabama alleging that Irwin Mortgage violated the federal Real
Estate Settlement Procedures Act (RESPA) relating to Irwin Mortgage's payment of broker fees to mortgage
brokers. A second suit was Ñled September, 2001 seeking consolidation with this case. In July, 2001, the
plaintiÅs Ñled a motion for partial summary judgment asking the court to Ñnd Irwin Mortgage summarily
liable for violating RESPA. Irwin Mortgage Ñled a motion in opposition and these motions are now pending
before the district court.

In November, 2001, by order of the district court, the parties Ñled supplemental briefs analyzing the
impact of a new HUD policy statement that explicitly disagrees with the judicial interpretation of RESPA by
the Court of Appeals for the 11th Circuit in its ruling upholding class certiÑcation in this case. Irwin Mortgage
Ñled a petition for certiorari with the United States Supreme Court seeking review of the 11th Circuit's class
certiÑcation ruling and also Ñled a motion in the district court seeking a stay of further proceedings until the
11th Circuit renders decisions in the other three RESPA cases pending before it. The Supreme Court denied
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Irwin Mortgage's petition. On March 8, 2002, the district court granted Irwin Mortgage's motion to stay
proceedings in this case.

At this stage of the litigation we are unable to determine the outcome or a reasonable estimate of
potential loss. However, we expect that an adverse outcome in this lawsuit could result in substantial monetary
damages that could be material to our Ñnancial position. We have not established any reserves for this case or
for the second suit that seeks consolidation with this one. The second case, which seeks class action status and
contains allegations similar to those in the Ñrst case, has been stayed until the 11th Circuit renders decisions in
the other three RESPA cases pending before it. An adverse outcome in the second case could cause the
company to suÅer material losses.

In January, 2001, we and two subsidiaries, Irwin Leasing Corporation (formerly AÇliated Capital Corp.)
and Irwin Equipment Finance Corporation, our indirect and direct subsidiaries, respectively (for purposes of
this paragraph, the Irwin companies), were served as defendants in an action Ñled in the U.S. District Court
for the Middle District of Pennsylvania. The suit alleges that a manufacturer/importer of certain medical
devices made misrepresentations to health care professionals and to government oÇcials to improperly obtain
Medicare reimbursement for treatment using the devices, and that the Irwin companies, through AÇliated
Capital's Ñnancing activities, aided in making the alleged misrepresentations. The Irwin companies Ñled a
motion to dismiss on February 12, 2001. On August 10, 2001, the court granted our motion in part by
dismissing us and Irwin Equipment Finance as defendants in the suit. Irwin Leasing remains a defendant. We
have not established any reserves for this case. Because the case is in the early stages of litigation, we are
unable at this time to form a reasonable estimate of the amount of potential loss, if any, that we could suÅer.

In May, 2001, Irwin Union Bank and Trust and Irwin Home Equity, our direct and indirect subsidiaries,
respectively (for purposes of this paragraph, Irwin), received notice that they were named as defendants in a
lawsuit Ñled in the U.S. District Court for the District of Rhode Island. The suit alleges that Irwin's
disclosures and closing procedure for certain home equity loans did not comply with certain provisions of the
Truth in Lending Act. The suit also requests that the court certify a plaintiÅ class in this action. On June 18,
2001, Irwin Ñled a motion with the court to compel arbitration pursuant to the provisions in the home equity
loan agreement. On October 20, 2001, the Court entered judgment in favor of Irwin compelling arbitration
and dismissing the plaintiÅs' complaint. The plaintiÅs have appealed. We have not established any reserves for
this case. If arbitration is ultimately upheld, we do not expect to suÅer material loss in this case.

In an amended complaint, our subsidiary Irwin Union Bank and Trust was named in place of our indirect
subsidiary, Irwin Home Equity, as a defendant in a suit originally Ñled in July, 2001 in the U.S. District Court
for the District of Massachusetts. The suit relates to a loan purchased by Irwin Union Bank and Trust and
serviced by Irwin Home Equity. The plaintiÅ alleges that the loan documents did not comply with certain
provisions of the Truth in Lending Act relating to high rate loans. The suit also requests that the court certify a
plaintiÅ class in this action. Irwin Union Bank and Trust Ñled an answer to the amended complaint denying
plaintiÅ's allegations. Because the case is in the early stages of litigation, we are unable at this time to form a
reasonable estimate of the amount of potential loss, if any, that we could suÅer. We have not established any
reserves for this case.

On January 25, 2002, a jury awarded the plaintiÅs damages of $1.434 million jointly and severally against
defendants, including our subsidiary Irwin Mortgage, in a case Ñled in August 1998 in the Baltimore,
Maryland, City Circuit Court. The nine plaintiÅs alleged that a home rehabilitation company defrauded them
by selling them defective homes at inÖated prices and that Irwin Mortgage, which provided the plaintiÅ
borrowers mortgage loans on the home purchases, participated in the fraud. Prior to the outcome of the jury
trial, we had no reserves for this case. On February 6, 2002, plaintiÅs Ñled a petition for attorney's fees. On the
same date, Irwin Mortgage Ñled post-trial motions for judgment notwithstanding the verdict, new trial and/or
remittitur, which is a request for the court to reduce the amount of damages awarded by the jury. If the court
denies Irwin's post-trial motion, Irwin plans to appeal and will continue to defend this case vigorously.

We and our subsidiaries are from time to time engaged in various matters of litigation including the
matters described above, other assertions of improper or fraudulent loan practices or lending violations, and
other matters, and we have a number of unresolved claims pending. In addition, as part of the ordinary course
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of business, we and our subsidiaries are parties to litigation involving claims to the ownership of funds in
particular accounts, the collection of delinquent accounts, challenges to security interests in collateral, and
foreclosure interests, that is incidental to our regular business activities. While the ultimate liability with
respect to these other litigation matters and claims cannot be determined at this time, we believe that
damages, if any, and other amounts relating to pending matters are not likely to be material to our
consolidated Ñnancial position, results of operations, or cash Öows, except as described above. Reserves have
been established for these various matters of litigation, when appropriate, based upon the advice of legal
counsel.

Note 14 Ì Financial Instruments with OÅ-Balance Sheet Risk

In the normal course of business we are party to certain Ñnancial instruments with oÅ-balance sheet risk
to meet the Ñnancial needs of our customers. These Ñnancial instruments include loan commitments and
standby letters of credit. Those instruments involve, to varying degrees, elements of credit and interest rate risk
in excess of the amounts recognized on the consolidated balance sheet.

Our exposure to credit loss, in the form of nonperformance by the counterparty on commitments to
extend credit and standby letters of credit, is represented by the contractual amount of those instruments.
Collateral pledged for standby letters of credit and commitments varies but may include accounts receivable;
inventory; property, plant, and equipment; and residential real estate. Total outstanding commitments to
extend credit at December 31, 2001, were $157.6 million. These loan commitments include $120.8 million of
Öoating rate loan commitments and $36.8 million of Ñxed rate loan commitments related to commercial
banking activities. We had approximately $26.1 million and $14.6 million in irrevocable standby letters of
credit outstanding at December 31, 2001 and 2000, respectively.

Note 15 Ì Derivative Financial Instruments

Financial derivatives are used as part of the overall asset/liability management process. These instru-
ments are used to manage risk-related to changes in interest and foreign currency Öuctuations. Our portfolio of
derivative Ñnancial instruments generally consist of forward contracts and interest rate lock commitments
relating to mortgage banking activities, Ñnancial futures contracts, interest rate caps, forward foreign exchange
contracts, and interest rate swaps.

We enter into forward contracts to protect against interest rate Öuctuations from the date of mortgage
loan commitment until the loans are sold. At December 31, 2001, we designated the portion of these
transactions hedging the closed mortgage loans as hedges that qualify for hedge accounting treatment under
SFAS 133. The notional amount of these contracts (which does not represent the amount at risk) totaled
$646.7 million and $308.2 million at December 31, 2001 and 2000, respectively. The basis of the hedged
closed loans is adjusted for changes in value associated with the risk being hedged. We value these contracts at
period end based upon the current secondary market value of securities with similar characteristics. The
carrying amount and fair value of these derivatives at December 31, 2001 was $0.7 million. Hedge
ineÅectiveness recorded in gains from sales of loans related to these hedging activities was immaterial. The
eÅect of these hedging activities was recorded through earnings as gain from sale of loans.

We enter into commitments to originate loans whereby the interest rate on the loan is determined prior to
funding (rate lock commitments). Rate lock commitments on loans intended to be sold are considered to be
derivatives and are recorded at fair value. We value these commitments at period end based upon the current
secondary market value of securities with similar characteristics. At December 31, 2001, we had a notional
amount of rate lock commitments outstanding totaling $326.5 million with a fair value of $0.9 million.
Changes in fair value of these derivatives are recorded in earnings.

Financial futures contracts or interest rate Öoors are used periodically to hedge the value of servicing
assets against declining interest rates which increase prepayment activity and decrease the value of the
servicing asset. To the extent that interest rates increase, the value of servicing assets increases while the value
of these derivative instruments declines. As of December 31, 2001, our servicing asset derivative instruments
had a positive fair value of $17.5 million on a notional amount of $17.4 billion.
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Derivative instruments are also used to protect the value of residual interests. Interest rate caps are used
when interest on securitized loans is received at a Ñxed rate and paid to mortgage backed security holders at a
variable rate of interest. As interest rates change, the value of the residual interests and interest rate caps move
in opposite directions. At December 31, 2001, the carrying value of the interest rate caps was $0.1 million and
the notional amount was $16.9 million.

We enter into foreign currency contracts to protect the value of intercompany loans made to Onset, our
Canadian leasing company, against changes in the exchange rate. We had a notional amount of $38.1 million
in forward contracts outstanding as of December 31, 2001.

The Canadian leasing company uses interest rate swaps to neutralize repricing risk associated with its
funding source. At December 31, 2001, we had two interest rate swaps with a notional value of $16.0 million
and $14.3 million. The interest rate swaps amortize on a schedule that is designed to match the principal pay
down of the loan portfolio and have a Ñnal maturity of May 25, 2004. We can reduce the notional value of the
swaps by up to 10% if prepayments on the loans are greater than originally anticipated.

Note 16 Ì Regulatory Matters

Irwin Financial and our bank subsidiaries, Irwin Union Bank and Trust and Irwin Union Bank, F.S.B. are
subject to various regulatory capital requirements administered by the federal and state banking agencies.
Under capital adequacy guidelines, Irwin Financial, Irwin Union Bank and Trust, and Irwin Union Bank,
F.S.B., must meet speciÑc capital guidelines that involve quantitative measures of their assets, liabilities, and
certain oÅ-balance sheet items as calculated under regulatory accounting practices. Capital amounts and
classiÑcation are also subject to qualitative judgments by the regulators about components, risk weightings,
and other factors.

Quantitative measures established by regulation to ensure capital adequacy require minimum amounts
and ratios (set forth in the following table) of total and Tier 1 capital (as deÑned in the regulations) to risk-
weighted assets (as deÑned), and Tier 1 capital to average assets (as deÑned). We believe, as of December 31,
2001, that we have met all capital adequacy requirements to which we are subject.

As of December 31, 2001, we were categorized as well capitalized under the regulatory framework for
prompt corrective action. To be categorized as well capitalized, Irwin Financial, Irwin Union Bank and Trust,
and Irwin Union Bank, F.S.B., must exceed minimum total risk-based, Tier 1 risk-based, and Tier 1 capital to
average assets ratios. There have been no conditions or events subsequent to December 31, 2001 that we
believe have changed our being well capitalized.
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The actual capital amounts and ratios of Irwin Financial, Irwin Union Bank and Trust, and Irwin Union
Bank, F.S.B. are presented in the following table:

Adequately Well
Actual Capitalized Capitalized

Amount Ratio Amount Ratio Amount Ratio

(In thousands)

As of December 31, 2001:

Total Capital (to Risk-Weighted Assets):

Irwin Financial Corporation ÏÏÏÏÏÏÏÏÏ $468,337 10.8% $346,408 8.0% $433,010 10.0%

Irwin Union Bank and TrustÏÏÏÏÏÏÏÏÏ 363,735 10.8 268,663 8.0 335,829 10.0

Irwin Union Bank, F.S.B. ÏÏÏÏÏÏÏÏÏÏÏ 17,135 34.8 3,939 8.0 4,923 10.0

Tier 1 Capital (to Risk-Weighted
Assets):

Irwin Financial Corporation ÏÏÏÏÏÏÏÏÏ 295,021 6.8 173,204 4.0 259,806 6.0

Irwin Union Bank and TrustÏÏÏÏÏÏÏÏÏ 342,153 10.2 134,332 4.0 201,497 6.0

Irwin Union Bank, F.S.B. ÏÏÏÏÏÏÏÏÏÏÏ 17,074 34.7 N/A 2,954 6.0

Tier 1 Capital (to Average Assets):

Irwin Financial Corporation ÏÏÏÏÏÏÏÏÏ 295,021 9.4 126,091 4.0 157,613 5.0

Irwin Union Bank and TrustÏÏÏÏÏÏÏÏÏ 342,153 10.9 125,344 4.0 156,680 5.0

Core Capital (to Adjusted Tangible
Assets)

Irwin Union Bank, F.S.B. ÏÏÏÏÏÏÏÏÏÏÏ 17,074 9.4 7,293 4.0 9,117 5.0

Tangible Capital (to Tangible Assets)

Irwin Union Bank, F.S.B. ÏÏÏÏÏÏÏÏÏÏÏ 17,074 9.4 2,735 1.5 N/A

As of December 31, 2000:

Total Capital (to Risk-Weighted Assets):

Irwin Financial Corporation ÏÏÏÏÏÏÏÏÏ $384,144 12.9% $226,153 8.0% $282,691 10.0%

Irwin Union Bank and TrustÏÏÏÏÏÏÏÏÏ 283,611 10.3 220,180 8.0 275,225 10.0

Irwin Union Bank, F.S.B. ÏÏÏÏÏÏÏÏÏÏÏ 6,636 105.9 501 8.0 627 10.0

Tier 1 Capital (to Risk-Weighted
Assets):

Irwin Financial Corporation ÏÏÏÏÏÏÏÏÏ 250,825 8.4 113,076 4.0 169,614 6.0

Irwin Union Bank and TrustÏÏÏÏÏÏÏÏÏ 271,037 9.9 110,090 4.0 165,135 6.0

Irwin Union Bank, F.S.B. ÏÏÏÏÏÏÏÏÏÏÏ 6,636 105.9 N/A 376 6.0

Tier 1 Capital (to Average Assets):

Irwin Financial Corporation ÏÏÏÏÏÏÏÏÏ 250,825 12.4 80,823 4.0 101,028 5.0

Irwin Union Bank and TrustÏÏÏÏÏÏÏÏÏ 271,037 12.7 85,600 4.0 106,999 5.0

Core Capital (to Adjusted Tangible
Assets)

Irwin Union Bank, F.S.B. ÏÏÏÏÏÏÏÏÏÏÏ 12,738 51.9 510 4.0 637 5.0

Tangible Capital (to Tangible Assets)

Irwin Union Bank, F.S.B. ÏÏÏÏÏÏÏÏÏÏÏ 12,738 51.9 191 1.5 N/A
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Adequately Well
Actual Capitalized Capitalized

Amount Ratio Amount Ratio Amount Ratio

(In thousands)

As of December 31, 1999:

Total Capital (to Risk-Weighted Assets):

Irwin Financial Corporation ÏÏÏÏÏÏÏÏÏ $246,183 13.5% 145,891 8.0% 182,363 10.0%

Irwin Union Bank and TrustÏÏÏÏÏÏÏÏÏ 144,305 10.0 115,295 8.0 144,119 10.0

Tier 1 Capital (to Risk-Weighted
Assets):

Irwin Financial Corporation ÏÏÏÏÏÏÏÏÏ 207,627 11.4 72,945 4.0 109,418 6.0

Irwin Union Bank and TrustÏÏÏÏÏÏÏÏÏ 136,864 9.5 57,647 4.0 86,471 6.0

Tier 1 Capital (to Average Assets):

Irwin Financial Corporation ÏÏÏÏÏÏÏÏÏ 207,627 12.8 65,046 4.0 81,307 5.0

Irwin Union Bank and TrustÏÏÏÏÏÏÏÏÏ 136,864 11.0 50,349 4.0 62,936 5.0

Note 17 Ì Fair Values of Financial Instruments

Fair value estimates, methods and assumptions are set forth below for our Ñnancial instruments:

Cash and cash equivalents: The carrying amounts reported in the balance sheet for cash and cash
equivalents approximate those assets' fair values.

Interest-bearing deposits with Ñnancial institutions, Loans, Loans held for sale, Deposit liabilities, Short-
term borrowings, Long-term debt, and Company-obligated mandatorily redeemable preferred securities of
subsidiary trust: The fair values were estimated using discounted cash Öow analyses, using interest rates
currently being oÅered for like assets with similar terms, to borrowers with similar credit quality, and for the
same remaining maturities.

Trading assets: The carrying amounts reported in the balance sheet for trading assets approximate those
assets' fair values.

Investment securities: Fair values for investment securities were based on quoted market prices when
available. For securities that had no quoted market prices, fair values were estimated by discounting future
cash Öows using current rates on similar securities.

Forward contract commitments: The unrealized gains and losses of forward contract commitments is
based on the diÅerence between the settlement values of those commitments and the quoted market values of
the underlying securities.

Derivative instruments: The carrying amounts reported in the balance sheet for derivative instruments
approximate those assets' fair values. The estimated fair values of derivative instruments are determined using
methodologies discussed in Note 15.

Loan commitments Ì commercial bank: No value is assigned for unfunded commitments as these
primarily represent commitments to land at market rates tied to short term indices.
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The estimated fair values of our Ñnancial instruments at December 31, are as follows:

2001 2000

Carrying Estimated Fair Carrying Estimated Fair
Amount Value Amount Value

(In thousands)

Financial assets:

Cash and cash equivalents ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 158,291 $ 158,291 $ 83,493 $ 83,493

Interest-bearing deposits with Ñnancial
institutions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 14,247 14,257 36,400 36,442

Trading assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 216,684 216,684 154,921 154,921

Investment securities ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 38,796 38,937 37,095 37,163

Loans held for sale ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 503,757 505,076 579,788 579,788

Loans, net of unearned discount ÏÏÏÏÏÏÏÏÏÏÏ 1,871,135 1,919,336 1,078,604 1,145,129

Servicing assetÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 257 257

Financial liabilities:

Deposits ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,309,018 2,296,929 1,443,330 1,452,024

Short-term borrowings ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 487,963 488,361 475,502 478,342

Long-term debt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 29,654 30,334 29,608 30,597

Company-obligated mandatorily redeemable
preferred securities of subsidiary trust ÏÏÏÏ 190,948 208,102 147,167 157,681

2001 2000

Notional Estimated Fair Notional Estimated Fair
Amount Value Amount Value

OÅ balance sheet:

Loan commitments Ì commercial bank ÏÏÏÏÏÏ $157,576 $ Ì $ 36,521 $ Ì

Interest rate lock commitments(1)ÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A 643,289 Ì

Standby letters of creditÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 22,661 Ì 14,649 Ì

Forward contract commitments(1)ÏÏÏÏÏÏÏÏÏÏÏÏ N/A N/A 308,208 704

(1) Due to the adoption of SFAS 133, these commitments are considered derivatives and are included on
balance sheet at December 31, 2001.

The fair value estimates consider relevant market information when available. Because no market exists
for a signiÑcant portion of our Ñnancial instruments, fair value estimates are determined based on present
value of estimated cash Öows and consider various factors, including current economic conditions and risk
characteristics of certain Ñnancial instruments. Changes in factors, or the weight assumed for the various
factors, could signiÑcantly aÅect the estimated values.

The fair value estimates are presented for existing on- and oÅ-balance sheet Ñnancial instruments without
attempting to estimate the value of our long-term relationships with depositors and the beneÑt that results
from the low cost funding provided by deposit liabilities. In addition, signiÑcant assets which were not
considered Ñnancial instruments and were therefore not a part of the fair value estimates include lease
receivables, and premises and equipment.

Note 18 Ì Shareholders' Equity

We have a stock plan that provides up to 300,000 shares to be used to compensate Business Development
Board members of Irwin Union Bank and Trust and Irwin Union Bank, F.S.B. As of December 31, 2001 and
2000, 8,071 shares and 7,378 shares were issued at a weighted average price of $22.13 and $16.17, respectively.

We also have a stock plan to compensate our Directors with our common stock, if so elected, in lieu of
cash for their annual retainer and meeting fees. The number of shares issued under the plan is based on the
current market value of our common stock. In 2001 and 2000, respectively, we granted 5,466 and 8,678 shares
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under the 1999 plan at a weighted average fair value of $21.89 and $19.63. In addition, we have an employee
stock purchase plan for all qualiÑed employees. The plan provides for employees to purchase common stock
through payroll deduction at approximately 85% of the current market value.

We have two stock option plans (established in 1997 and 1992) that provide for the issuance of
2,840,000 shares of non-qualiÑed and incentive stock options. In addition, the 2001 stock plan provides for the
issuance of 2,000,000 of non-qualiÑed and incentive stock options, stock appreciation rights, restricted stock,
and phantom stock units. An additional 2,000,000 of stock appreciation rights may be granted under this plan
For all plans, the exercise price of each option, which has a ten-year life and a vesting period of four years
beginning the year granted, is equal to the market price of our stock on the grant date. Vested outstanding
stock options have been considered as common stock equivalents in the computation of diluted earnings per
share. In 2001, we awarded 3,952 shares of common stock in restricted stock grants at a weighted average fair
value of $25.30 through this plan.

Activity in the above plans for 2001, 2000, and 1999 is summarized as follows:

2001 2000 1999

Weighted- Weighted- Weighted-
Number of Average Number of Average Number of Average

Shares Exercise Price Shares Exercise Price Shares Exercise Price

Outstanding at the beginning
of the year ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,616,259 $13.37 1,328,090 $12.50 1,257,050 $ 9.68

Granted ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 416,197 22.13 351,934 16.67 216,155 24.02

Exercised ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (329,053) 5.25 (32,400) 5.56 (137,600) 4.19

Canceled ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (19,095) 20.87 (31,365) 21.60 (7,515) 24.59

Outstanding at the of the year ÏÏ 1,684,308 17.04 1,616,259 13.37 1,328,090 12.50

Exercisable at the end of the
yearÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,162,817 $15.46 1,210,356 $11.30 1,045,659 $ 9.64

The table below shows options outstanding and exercisable by price range as of December 31, 2001:

OPTIONS OUTSTANDING OPTIONS EXERCISABLE

Weighted
Number Average Weighted Number Weighted

Range of Outstanding Remaining Average Exercisable Average
Exercise Prices As of 12/31/2001 Contractual Life Exercise Price As of 12/31/2001 Exercise Price

$ 5.53 - $10.66 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 454,343 3.35 $ 8.27 454,343 $ 8.27
$13.69 - $16.50 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 220,111 6.07 $14.03 194,853 $13.89
$16.97 - $21.28 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 311,401 8.37 $17.26 153,731 $17.18
$21.38 - $23.97 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 357,388 9.15 $21.83 106,737 $22.13
$24.09 - $28.56 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 341,065 7.39 $25.44 253,153 $25.71

$ 5.53 - $28.56 ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,684,308 6.68 $17.04 1,162,817 $15.46

The fair value of each option was estimated to be $11.43, $9.32, and $10.97 on the date of the grant using
the binomial option-pricing model with the following assumptions for 2001, 2000, and 1999, respectively: risk
free interest rates of 5.22%, 6.13%, and 5.20%; dividend yield of 1.00% for 2001 and 2000, and 0.83% for 1999;
and volatility of 40% for 2001 and 2000, and 28.7% for 1999.

We have not recognized compensation cost for the three non-qualiÑed and incentive stock option plans or
the Employee Stock Purchase Plan. Had compensation cost been determined based on the fair value at the
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grant dates, our net income and earnings per share would have been reduced to the pro forma amounts
indicated below:

2001 2000 1999

(In thousands)

Net income

As reported ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $45,516 $35,666 $33,156

Pro formaÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 43,629 34,365 32,176

Basic earnings per share

As reported ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2.15 1.70 1.54

Pro formaÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2.06 1.64 1.49

Diluted earnings per share

As reported ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2.00 1.67 1.51

Pro formaÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1.90 1.61 1.49

Note 19 Ì Earnings Per Share

Earnings per share calculations are summarized as follow:

Basic EÅect of EÅect of EÅect of Diluted
Earnings Stock Preferred Convertible Earnings
Per Share Options Shares Shares Per Share

(In thousands, except per share amounts)

2001

Net income before cumulative eÅect of change in
accounting principle ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $45,341 $ Ì $ Ì $2,801 $48,142

Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 21,175 292 96 2,610 24,173

Per-Share Amount ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2.14 (0.03) (0.01) (0.11) 1.99

Cumulative effect of change in accounting principle ÏÏ 175 175

Per-Share Amount ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 0.01 0.01

Net income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 45,516 48,317

Per-Share Amount ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 2.15 $ 2.00

2000

Net income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $35,666 $ Ì $ Ì $ 295 $35,961

Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 20,973 281 78 261 21,593

Per-Share Amount ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 1.70 $(0.02) $(0.01) $ Ì $ 1.67

1999

Net income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $33,156 $ Ì $33,156

Shares ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 21,530 356 N/A N/A 21,886

Per-Share Amount ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 1.54 $(0.03) $ 1.51

In 2001, 562,764 shares related to stock options were not included in the dilutive earnings per share
calculation because they were antidilutive.
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Note 20 Ì Income Taxes

Income tax expense is summarized as follows:

2001 2000 1999

(In thousands)

Current:

Federal ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 2,578 $ 1,374 $ 3,251

State ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (199) 600 687

2,379 1,974 3,938

Deferred:

Federal ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 22,876 18,000 14,580

State ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3,369 3,702 963

26,245 21,702 15,543

Income tax expense:

Federal ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 25,454 19,374 17,831

State ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3,170 4,302 1,650

$28,624 $23,676 $19,481

Our net deferred tax liability, which is included in other liabilities on the consolidated balance sheet,
consisted of the following:

December 31,

2001 2000

(In thousands)

Mortgage servicingÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(83,974) $(48,912)

Deferred securitization incomeÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (43,023) (34,438)

Loan and lease loss reserveÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 13,499 4,958

Deferred origination fees and costs ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,090 1,786

Deferred compensation ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 7,779 5,097

Retirement beneÑts ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 310 1,155

Fixed assetsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (3,096) (1,919)

Net operating loss carryforwards ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 6,001 Ì

Other, net ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,075 179

Net deferred tax liabilityÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(98,339) $(72,094)

At December 31, 2001, we have a deferred tax asset of $6.0 million relating to net operating loss carry
forwards. These loss carryforwards, if not utilized, expire beginning in 2020.

A reconciliation of income tax expense to the amount computed by applying the statutory income tax rate
to income before income taxes is summarized as follows:

2001 2000 1999

(In thousands)

Income taxes computed at the statutory rate ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $25,765 $20,770 $18,423

Increase (decrease) resulting from:

Nontaxable interest from investment securities and loans ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (141) (136) (410)

State franchise tax, net of federal beneÑtÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,060 2,796 2,121

Change in deferred tax asset or liability resulting from tax rate change ÏÏÏ Ì Ì (1,055)

Other items Ì netÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 940 246 402

$28,624 $23,676 $19,481
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Note 21 Ì Employee Retirement Plans

We have a contributory retirement and savings plan that covers all employees and meets requirements of
Section 401(k) of the Internal Revenue Code. Employees may contribute up to 14% of their compensation to
the plan which is matched by 60% by us up to 5% of the employee's compensation.

The matching vests 20% after one year, 40% after two years, 60% after three years, 80% after four years,
and 100% after 5 years. The expense to match employee contributions for the years ended December 31, 2001,
2000 and 1999 was approximately $1.0 million, $1.1 million and $1.0 million, respectively.

We have a deÑned beneÑt plan covering eligible employees of adopting subsidiaries. The beneÑts are
based on years of service and the employees' compensation during their employment. Contributions are
intended to provide not only for beneÑts attributed to service to date but also for those expected to be earned in
the future.

Plan assets are primarily invested in corporate and U.S. bonds, mutual funds and cash equivalents. The
mutual funds are invested primarily in common stocks and bonds.

The following table sets forth amounts recognized in our balance sheet:

December 31,

2001 2000

(In thousands)

Funded status ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $(2,140) $(2,775)

Unrecognized prior service cost ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 131 156

Unrecognized net actuarial loss ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 5,287 2,578

Adjustment for minimum liability ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì (800)

Accrued pension costÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 3,278 $ (841)

Weighted average assumptions:

Discount rate ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 7.00% 7.25%

Return on plan assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 8.50% 8.50%

Rate of compensation increase

Bank EmployeesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 3.75% 3.75%

All Other EmployeesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4.00% 4.00%

A reconciliation of the change in projected beneÑt obligation and plan assets is presented below:

2001 2000

(In thousands)

BeneÑt obligation at January 1, ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $13,441 $10,531

Service costÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 750 623

Interest cost ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 971 819

Actuarial loss ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 669 1,811

BeneÑts paidÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (330) (343)

BeneÑt obligation at December 31, ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $15,501 $13,441

Fair value plan assets at January 1, ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $10,666 $11,602

Actual return on plan assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (1,275) (1,135)

BeneÑts paidÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (330) (343)

Employer contributions ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 4,300 542

Fair value plan assets at December 31,ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $13,361 $10,666
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The net pension cost for 2001, 2000 and 1999 included the following components:

2001 2000 1999

(In thousands)

Service cost ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 750 $ 650 $ 627

Interest cost ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 971 819 713

Expected return on plan assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (888) (1,040) (906)

Amortization of prior service cost ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 25 25 25

Amortization of actuarial loss ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 123 Ì Ì

Net pension cost ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 981 $ 454 $ 459

Note 22 Ì Industry Segment Information

We have Ñve principal segments that provide a broad range of Ñnancial services throughout the United
States and Canada. The Mortgage Banking line of business originates, sells, and services residential Ñrst
mortgage loans. The Home Equity Lending line of business originates and services home equity loans. The
Commercial Banking line of business provides commercial banking services. The Equipment Leasing line of
business leases commercial equipment. The Venture Capital line of business invests in early-stage companies
that could transform the way Ñnancial services are delivered. Our other segment primarily includes the parent
company and eliminations.

The accounting policies of each segment are the same as those described in the ""Summary of SigniÑcant
Accounting Policies.'' Below is a summary of each segment's revenues, net income, and assets for 2001, 2000,
and 1999:

Mortgage Home Equity Commercial Equipment Venture
Banking Lending Banking Leasing Capital Other Consolidated

(In thousands)

2001
Net interest income ÏÏÏÏÏÏÏÏÏÏ $ 30,959 $ 60,706 $ 43,293 $ 2,584 $ (404) $ (7,494) $ 129,644
Intersegment interest ÏÏÏÏÏÏÏÏÏ (667) (1,272) (194) (42) Ì 2,175 $ Ì
Other revenueÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 199,169 64,984 14,789 1,695 (10,482) 1,236 $ 271,391
Intersegment revenues ÏÏÏÏÏÏÏÏ Ì Ì 210 Ì 630 (840) $ Ì

Total net revenues ÏÏÏÏÏÏÏ 229,461 124,418 58,098 4,237 (10,256) (4,923) 401,035
Other expenseÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 166,233 96,776 40,923 8,938 661 13,889 $ 327,420
Intersegment expenses ÏÏÏÏÏÏÏÏ 1,391 562 2,577 Ì Ì (4,530) $ Ì

Net income before taxes ÏÏ 61,837 27,080 14,598 (4,701) (10,917) (14,282) 73,615
Income taxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 23,912 10,832 5,680 Ì (4,368) (7,432) $ 28,624

Income before minority
interestÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 37,925 16,248 8,918 (4,701) (6,549) (6,850) 44,991

Minority interestÏÏÏÏÏÏÏÏÏÏÏÏÏ 307 43 350

Income before cumulative
eÅect of change in
accounting principle ÏÏÏÏ 37,925 16,248 8,918 (4,394) (6,549) (6,807) 45,341

Cumulative eÅect of change in
accounting principle ÏÏÏÏÏÏÏÏ 175 175

Net income (loss) ÏÏÏÏÏÏÏÏÏÏÏ $ 38,100 $ 16,248 $ 8,918 $ (4,394) $ (6,549) $ (6,807) $ 45,516

Assets at December 31,ÏÏÏÏÏÏÏ $926,946 $602,226 $1,648,294 $266,670 $ 7,421 $(11,597) $3,439,960
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Mortgage Home Equity Commercial Equipment Venture
Banking Lending Banking Leasing Capital Other Consolidated

(In thousands)

2000
Net interest income ÏÏÏÏÏÏÏÏÏÏ $ 18,477 $ 36,921 $ 35,774 $ 1,737 $ (597) $ (6,719) $ 85,593
Intersegment interest ÏÏÏÏÏÏÏÏÏ (2,719) (1,789) (295) (54) (1) 4,858 $ Ì
Other revenueÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 125,174 68,315 11,808 799 5,146 469 $ 211,711
Intersegment revenues ÏÏÏÏÏÏÏÏ Ì Ì 166 Ì 420 (586) $ Ì

Total net revenues ÏÏÏÏÏÏÏ 140,932 103,447 47,453 2,482 4,968 (1,978) 297,304
Other expenseÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 117,188 71,479 33,327 5,024 431 10,513 $ 237,962
Intersegment expenses ÏÏÏÏÏÏÏÏ 2,199 1,144 2,446 21 Ì (5,810) $ Ì

Net income before taxes ÏÏ 21,545 30,824 11,680 (2,563) 4,537 (6,681) 59,342
Income taxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 8,539 12,330 4,590 Ì 1,814 (3,597) $ 23,676

Net income (loss) ÏÏÏÏÏÏÏ $ 13,006 $ 18,494 $ 7,090 $ (2,563) $ 2,723 $ (3,084) $ 35,666

Assets at December 31,ÏÏÏÏÏÏÏ $523,920 $550,526 $1,167,559 $159,773 $ 15,198 $ 5,453 $2,422,429

1999
Net interest income ÏÏÏÏÏÏÏÏÏÏ $ 22,984 $ 20,276 $ 29,114 $ Ì $ (109) $ (9,587) $ 62,678
Intersegment interest ÏÏÏÏÏÏÏÏÏ (3,237) (1,424) Ì (18) Ì 4,679 $ Ì
Other revenueÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 161,020 31,714 11,622 Ì 1,306 (1,592) $ 204,070
Intersegment revenues ÏÏÏÏÏÏÏÏ Ì Ì 175 Ì Ì (175) $ Ì

Total net revenues ÏÏÏÏÏÏÏ 180,767 50,566 40,911 (18) 1,197 (6,675) 266,748
Other expenseÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 142,439 34,672 28,024 825 78 8,073 $ 214,111
Intersegment expenses ÏÏÏÏÏÏÏÏ 2,476 885 1,056 Ì Ì (4,417) $ Ì

Net income before taxes ÏÏ 35,852 15,009 11,831 (843) 1,119 (10,331) 52,637
Income taxesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 12,789 2,403 4,486 Ì 463 (660) $ 19,481

Net income (loss) ÏÏÏÏÏÏÏ $ 23,063 $ 12,606 $ 7,345 $ (843) $ 656 $ (9,671) $ 33,156

Assets at December 31,ÏÏÏÏÏÏÏ $549,966 $339,640 $ 789,560 $ 543 $ 8,096 $ (6,958) $1,680,847

Note 23 Ì Irwin Financial Corporation (Parent Only) Financial Information

The condensed Ñnancial statements of the parent company as of December 31, 2001 and 2000, and for
the three years ended December 31, 2001 are presented below:

Condensed Balance Sheet

December 31,

2001 2000

(In thousands)

Assets:

Cash and short-term investmentsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 1,293 $ 1,127

Investment in bank subsidiary ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 361,289 277,571

Investments in non-bank subsidiaries ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 146,336 41,344

Loans to bank subsidiaries ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 31,000 30,000

Loans to non-bank subsidiaries ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 556 48,278

Other assets ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,342 6,464

$542,816 $404,784

Liabilities:

Short-term borrowingsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 71,123 $ 34,346

Long-term debt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 225,349 181,522

Other liabilitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 14,928 (1,009)

$311,400 $214,859
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December 31,

2001 2000

(In thousands)

Shareholders' equity:

Preferred stock ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 1,386 $ 1,386

Common stock ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 29,965 29,965

Other shareholders' equity ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 200,065 158,574

231,416 189,925

$542,816 $404,784

Condensed Statement of Income

For the Year Ended December 31,

2001 2000 1999

(In thousands)

Income

Dividends from non-bank subsidiaries ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 451 $ 87,269 $ 15,500

Dividends from bank subsidiary ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 10,000 37,153 14,147

Interest income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 2,221 4,949 4,800

Other ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 6,555 6,635 3,200

19,227 136,006 37,647

Expenses

Interest expenseÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 20,069 12,643 9,891

Salaries and beneÑts ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 9,111 7,906 5,398

Other ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 5,874 2,933 2,672

35,054 23,482 17,961

Income before income taxes and equity in undistributed income of
subsidiariesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (15,827) 112,524 19,686

Income taxes (credits), less amounts charged to subsidiaries ÏÏÏÏÏÏÏ (10,738) (5,966) (10,482)

(5,089) 118,490 30,168

Equity in undistributed income of subsidiaries ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 50,605 (82,824) 2,988

Net income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 45,516 $ 35,666 $ 33,156
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Condensed Statement of Cash Flows

For the Year Ended December 31,

2001 2000 1999

(In thousands)

Net income ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 45,516 $ 35,666 $ 33,156

Adjustments to reconcile net income to cash provided by
operating activities:

Equity in undistributed income of subsidiaries ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (50,605) 82,824 (2,988)

Depreciation and amortizationÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 448 505 408

Increase (decrease) in taxes payable ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 10,130 (1,102) 4,695

Decrease in interest receivable ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (360) (122) (159)

Increase (decrease) in interest payable ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (577) 986 763

Net change in other assets and other liabilitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 8,268 (4,077) 4,322

Net cash provided by operating activitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 12,820 114,680 40,197

Lending and investing activities:

Net decrease (increase) in loans to subsidiaries ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 46,722 7,245 (25,302)

Investments in subsidiariesÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (138,314) (172,409) (39,122)

Net sales of premises and equipment ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 72 314 286

Net cash used by lending and investing activities ÏÏÏÏÏÏÏ (91,520) (164,850) (64,138)

Financing activities:

Net increase (decrease) in borrowingsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 36,777 (46,398) 13,778

Proceeds from long-term debt ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 45,000 102,260 30,000

Issuance of preferred stock ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ Ì 1,386 Ì

Purchase of treasury stock ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (3,223) (3,414) (18,314)

Proceeds from sale of stock for employee beneÑt plans ÏÏÏÏÏÏÏÏ 5,834 1,866 2,608

Dividends paidÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (5,520) (5,038) (4,287)

Net cash provided by Ñnancing activitiesÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 78,868 50,662 23,785

Net increase in cash and cash equivalentsÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 168 492 (156)

EÅect of exchange rate changes on cash ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ (2) (8) Ì

Cash and cash equivalents at beginning of year ÏÏÏÏÏÏÏÏÏÏÏÏÏÏ 1,127 643 799

Cash and cash equivalents at end of year ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 1,293 $ 1,127 $ 643

Supplemental disclosures of cash Öow information:

Cash paid during the year:

Interest ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 20,646 $ 11,657 $ 9,056

Income taxes ÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏÏ $ 5,235 $ 13,769 $ 14,328

Note 24 Ì Subsequent Event

In February 2002, we successfully completed a public oÅering that raised $82.2 million, net of expenses,
on the sale of 6,210,000 shares of common stock.
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SIGNATURE

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the
registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

IRWIN FINANCIAL CORPORATION

September 30, 2002 /s/ GREGORY F. EHLINGER

Gregory F. Ehlinger
Senior Vice President and
Chief Financial OÇcer

CERTIFICATIONS

I, William I. Miller, Chief Executive OÇcer of Irwin Financial Corporation (the ""Company''), certify
that:

1. I have reviewed this annual report on Form 10-K/A of the Company;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this annual report; and

3. Based on my knowledge, the Ñnancial statements, and other Ñnancial information included in this
annual report, fairly present in all material respects the Ñnancial condition, results of operations and cash Öows
of the Company as of, and for, the periods presented in this annual report.

Date: September 30, 2002 /s/ WILLIAM I. MILLER

Name: William I. Miller
Title: Chief Executive OÇcer

I, Gregory F. Ehlinger, Chief Financial OÇcer of Irwin Financial Corporation (the ""Company''), certify
that:

1. I have reviewed this annual report on Form 10-K/A of the Company;

2. Based on my knowledge, this annual report does not contain any untrue statement of a material fact or
omit to state a material fact necessary to make the statements made, in light of the circumstances under which
such statements were made, not misleading with respect to the period covered by this annual report; and

3. Based on my knowledge, the Ñnancial statements, and other Ñnancial information included in this
annual report, fairly present in all material respects the Ñnancial condition, results of operations and cash Öows
of the Company as of, and for, the periods presented in this annual report.

Date: September 30, 2002 /s/ GREGORY F. EHLINGER

Name: Gregory F. Ehlinger
Title: Chief Financial OÇcer
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CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
as adopted pursuant to

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Irwin Financial Corporation (the ""Company'') on Form 10-K/A for
the period ended December 31, 2001, as Ñled with the Securities and Exchange Commission on the date
hereof, (the ""Report''), I, William I. Miller, Chief Executive OÇcer, hereby certify, to the best of my
knowledge and belief, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

(2) The information contained in the Report fairly presents, in all material respects, the Ñnancial
condition and results of operations of the Company.

Dated: September 30, 2002 /s/ WILLIAM I. MILLER

William I. Miller
Chief Executive OÇcer

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350,
as adopted pursuant to

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Irwin Financial Corporation (the ""Company'') on Form 10-K/A for
the period ended December 31, 2001 as Ñled with the Securities and Exchange Commission on the date
hereof, (the ""Report''), I, Gregory F. Ehlinger, Chief Financial OÇcer of the Company, hereby certify, to the
best of my knowledge and belief, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

(2) The information contained in the Report fairly presents, in all material respects, the Ñnancial
condition and results of operations of the Company.

Dated: September 30, 2002 /s/ GREGORY F. EHLINGER

Gregory F. Ehlinger
Chief Financial OÇcer
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