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Legacy Waveland Advisors, LLC — NMTC Overview

€ Community Renewal Tax Relief Act of 2000 included New Markets Tax Credit
(“NMTC”).

€@ Created $5.85 billion in tax credits that will spur the investment of $15 billion in
private investment.
< NMTC earned for investing equity in a qualified Community Development
Entity (“CDE”).

< NMTC is claimed over 7 years starting on the date an investment is made in
a CDE and on each subsequent anniversary. Total value of the NMTC is
39%.
< 5% of the investment in years 1-3.
< 6% of the investment in years 4-7.
<~ Ability to leverage tax credit to 100% of investment.

Legacy Waveland Advisors, LLC — NMTC Overview

€ Qualified Active Low-Income Community Businesses include:
< Any entity (including nonprofit) if at least 50% of total gross income is
derived from the active conduct of a qualified business within a low-income
community.

% Asubstantial portion of the use of tangible property of the entity is located
within any low-income community.

< Asubstantial portion of the services performed for the entity by its
employees is performed in any low-income community.

% Less than 5% of the average of the aggregate unadjusted basis of the

property of the entity is attributable to certain collectibles, and/or non-

qualified financial property.

Commercial real estate (cannot be residential).

Excluded businesses:

< Farming.

<~ Country clubs, golf courses, massage parlors, hot tub and suntan
facilities, racetracks or other gambling facilities, or liquor stores.

<~ Businesses that develop or hold intangibles for sale or license.
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Legacy Waveland Advisors, LLC — NMTC Overview

¢ Qualified Equity Investments in a CDE must be made within 5 years of the
allocation of tax credits.
< CDE must use 85% of the proceeds from its equity investments into
qualified low-income community investments.
% Repayments to a CDE of equity or principal from qualified investments
within the first 6 years must be reinvested within 12 months.

€ Qualified low-income community investments consist of:

< Any capital or equity investment in, or loan to, any qualified low-income
community business.

< The purchase from another CDE of any loan made by such entity that is a
qualified low-income community investment.

% Financial counseling and other services made available to businesses and
residents of low-income communities.

% Any equity investment in, or loan to, any CDE.

€ Low-Income Communities are census tracts with the following characteristics:
< The poverty rate exceeds 20%; or
< The median income is below 80% of the greater of:
<~ Statewide median income, or Metropolitan area median income.

Legacy Waveland Advisors, LLC - Overview

€ Advisor to the Wisconsin Community Development Legacy Fund, LLC which
was awarded a $100 million NMTC allocation in 2004 and $120 million in 2007.
< Responsible for managing approximately $70 million of the $100 million
allocation.

4  Legacy Waveland Advisors, LLC (“LWA™) is a joint venture whose partners are:
< Legacy Bancorp, Inc.
< State of Wisconsin chartered commercial bank
< Only bank in Wisconsin to have US Treasury Department’s CDFI
designation.
<> First bank holding company to be founded by African-American
women.
<~ Focus on economic development and community impact.
% Waveland Ventures, LLC
<~ Venture capital company headquartered in Milwaukee, Wisconsin.
<~ Holding company for state focused certified capital companies.
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Legacy Waveland Advisors, LL.C — Advisor to WCDLF

€ Asof 12/31/2006 LWA has closed 9 separate transactions that have utilized $67.2
million in NMTCs.
< Total investment created in LMI communities of approximately $133
million.
< Leverage factor on tax credit value of 5.0X.
< Over 2,600 jobs created in LMI census tracts.
< Approximately 1,100 of these jobs pay in excess of $30,000 annually.
% Funded first minority business in 2004 allocation pool.
< 25% of transactions to date have funded minority businesses.
<~ When pipeline is completed 40% of transactions will have funded
minority businesses.
Palermo Villa was cited in the Grub & Ellis 2006 Real Estate Forecast as
one of the City of Milwaukee’s most catalytic projects, highlighting it’s
effect on the redevelopment of the Menomonee Valley industrial zone.
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Legacy Waveland Advisors, LL.C — Performance

Closing Total Jobs
Date Location NMTC Investment* Total High Wage**

Lena's Food Market 5/2/2005 Milwaukee $ 3,710,457 $ 3,710,457 145 3
318 N. Water 9/30/2005  Milwaukee $ 8,000,000 $ 8,000,000 142 109
Palermo Villa 9/30/2005  Milwaukee $ 22,000,000 $ 27,000,000 270 70
GE Hotpoint 12/29/2005 W. Milwaukee $ 8,662,575 $ 45,000,000 650 120
Summit Place 12/30/2005 WestAllis ~$ 5,000,000 $ 22,000,000 1,000 630
Ponderosa 3/10/2006  Milwaukee $ 2,007,058 $ 2,057,057 40 1
Milwaukee Health 4/7/2006  Milwaukee ~$ 3,500,000 $ 5,800,000 210 87
IHOP/FMJ 8/15/2006  Milwaukee $ 3,060,000 $ 3,466,000 65 4
Proven Direct 10/30/2006  Milwaukee $ 11,219,910 $ 15,749,810 112 97
Total $ 67,160,000 $ 132,783,324 2,634 1,121
Tax Credit Value $ 26,192,400
Cost/Job $ 9,944
NMTC Leverage 5.07
* approximate, includes future development at site that will occur as result of project utilizing NMTCs.
** jobs that pay in excess of $30,000 per year
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Legacy Waveland Advisors, LLC — Transaction Analysis
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Serving the Community for over
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Redevelopment of a 33,000 square foot grocery store
located in Milwaukee’s central city. This minority owned
business has created employment opportunity for over 150
people, while providing a much needed service in a
neighborhood that is undergoing economic revitalization.

hd

Historic Rehab of the Alfred Uihlein Building which was
constructed in 1908. This 43,000 square foot building is
home to a variety of marketing and communication based
businesses that employ over 140 high wage earning
individuals.

PALERMO

New construction of a state of the art food manufacturing
facility and headquarters for Palermo Villa, Inc., a privately
held manufacturer and marketer of frozen pizza products.
This 150,000 square foot facility will be situated on 12
acres in Milwaukee’s Menomonee Valley and be home to
approximately 270 employees.

Legacy Waveland Advisors, LLC — Transaction Analysis

Redevelopment of an industrial parcel vacated by Allis
Chalmers into over 600,000 square feet of Class A
commercial office space. Blue Cross and Blue Shield of
Wisconsin is a major tenant and provides a catalytic
employer presence in this historically highly industrial
neighborhood.

GENERAL CAPITAL
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Development of an abandoned 41 acre industrial site in the
City of West Milwaukee. The project consists of
significant site demolition and environmental remediation
which will be followed by the construction of a 59,000
square foot Pick ‘n Save grocery store for Roundy’s
Supermarkets, Inc.

PONDEROSA

STEAKHOUSE

First African American woman owned Ponderosa
Steakhouse franchise in the United States. This 6500
square foot central city restaurant represents a new-urban
prototype for Ponderosa with a menu that includes
Southern-style entrees as well as unique take-out and
catering capabilities.




Legacy Waveland Advisors, LLC — Transaction Analysis

Acquisition of a 31,000 square foot health care facility that
serves a mostly African-American population. Formed in
1989, this expansion will allow the extension of primary
care services to low-income community residents in the
City of Milwaukee. Milwaukee Health Care Services, Inc
'HEALTH SERVICES, INC. has a long term-commitment to promoting a higher quality
of life in the communities it serves.

Legacy Bank - Performance

@ Legacy Bank made three qualified equity investments which represented
NMTC asset and operating loans.

% Atyear-end 2006 NMTC assets totaled $1,771,136 and operating loans
$5,397,000.

« The NMTC asset is amortized over seven years in proportion to the tax
credits.

% Tax credit claimed in 2006 were $366,639

<+ This had the effect of reducing the tax rate from 31% in 2005 to 21% in
2006.
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Legacy Bancorp, Inc. - Performance

€ LWA earns placement and exit fees, for its role in managing various NMTC
awards. These are allocated between the owners based on the LWA agreement.

@ These fees increase non-interest income generated by the holding company,
coupled with the effect of the lowing the effective tax rate, shareholder value is

increased.

NMTC - Overall Benefits

€ Insummary, NMTC provided the necessary economic stimulus to the
immediate community that is needed.

@ For the investor it provides an opportunity to increase shareholders value.
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Proposed Interagency
CRA Questions and Answers

* Investments in Minority or Women Owned Financial
Institutions and Low Income Credit Unions

— CRA statute allows agencies to consider a capital
investment, loan participation, or other ventures of a bank or
thrift that are carried out in cooperation with a minority or
women owned financial institution or low income credit
union as long as the activity help meets the credit needs of
the local community where the latter institution is chartered.

— Q and A clarifies that the majority bank’s activity with the
entity need not benefit its assessment area or broader
statewide or regional area.
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Proposed Interagency
CRA Questions and Answers

* Investments in a National or Regional Fund

— Loans to or investments in national or regional community
development funds should be able to demonstrate that the
investment meets the geographic requirements of CRA
(benefits the bank’s assessment area or broader statewide or
regional area that includes the bank’s assessment area).

— Qand A clarifies ways a fund can show that this benefit test
is met:

* “best efforts” letter
« “earmarks” of projects to investors in specific assessment areas
e “pro rata” allocation method

O
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Proposed Interagency CRA
Questions and Answers

e The CRA rule states that “other loan data” the bank may provide will
be considered in the CRA evaluation. Examples of other loan data:

* Loan consolidations

* Loans funded for sale to the secondary market not reported
under HMDA

¢ Unfunded loan commitments and letters of credit

e Commercial and consumer leases

* Loans secured by non farm residential real estate (not taken as
an abundance of caution) used to finance small business or
small farm loans or under HMDA

* Loans that are not primarily for community development but
where a certain amount is set aside for affordable housing

* Anincrease to a line of credit that causes a small business or
small farm loan to exceed the threshold for reporting ($1MM <
for a small business loan or $500K for a small farm loan) 19 >
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Proposed Interagency
CRA Questions and Answers

* Purchased Loan Participations

— Clarifies that a loan participation is treated the
same as a purchase of a loan.

— The bank would only report the portion of the loan
it purchases, unless the loan is a small business or
small farm loan.

— If the bank purchases a small business or small
farm loan in whole or in part, then, in accordance
with the call report instructions, the bank reports
the amount of the loan at the time of origination. 20()

Proposed Interagency
CRA Questions and Answers

» Small Business Loan Secured by 1-4 Family
Residence

— When a 1-4 family residence is taken as collateral as
an abundance of caution and the terms of the loan are
not more favorable due to the lien, the loan should be
reported as a small business or small farm loan.

— However, as a result of HMDA reporting changes,
the same loan may be reported under HMDA.
— Regulators will permit double counting in this

instance since the purpose of the loan is home
purchase or home improvement. 21()
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Proposed Interagency
CRA Questions and Answers

e Examination of an Intermediate Small Institution

— When a bank transitions to a large institution, the
agencies will allow a one-year lag period before a
bank is examined under the large institution
standards.

— The lag allows the bank to adjust to the data
collection and reporting requirements under the large
bank standards.

— Q and A clarifies that there is no comparable lag
period after a bank transitions from small institution
to intermediate institution. O

Proposed Interagency
CRA Questions and Answers

* Reporting a Participation in a Community
Development Loan
— Banks that purchase community development loan

participations would only report the amount of the
purchase (and not the entire loan origination).

— This is different from the requirements that apply
to small business and small farm loan participation
purchases.

23<>
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Proposed Interagency
CRA Questions and Answers

» Refinanced or Renewed Community
Development Loans

— Same limits for reporting refinancings and
renewals of small business and small farm loans
apply to community development loans.

— Only report one loan if the loan is refinanced in the

same year it is originated.

— |If the loan amount increases when it is refinanced,
then the increase would be reported.

O
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Proposed Interagency
CRA Questions and Answers

» Rural Business Investment Companies and
NMTCs are examples of activities that
promote economic development.

* Loans to NMTC CDEs are community
development loans.

» SBA 504 loans over $1 million are presumed
to have a community development purpose.

25<>
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Proposed Interagency
CRA Questions and Answers

* Opening or maintaining branches and other
facilities that help revitalize or LMI
geographies, designated disaster areas,
distressed or underserved non-metro middle
income geographies are examples of a
community development services, unless the
opening or maintaining of the branch or other
facilities has been already considered as part of
the evaluation of the bank’s retail services.

O
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Proposed Interagency
CRA Questions and Answers

Annual required AHP contributions of the FHLBs
are not considered “qualified investments” by
FHLB shareholders.

Establishing loan programs that provide relief to
LMI homeowners facing foreclosure warrants
favorable CRA consideration.

Consumer counseling for LMI borrowers to avoid
foreclosure is a community development service.

27<>
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Proposed Interagency
CRA Questions and Answers

 Innovativeness and complexity are not factors in
the community development test applicable to
intermediate small institutions.

Lack of innovativeness or complexity for a large
bank or wholesale/limited purpose bank will not
automatically produce a “needs to improve”
rating. These factors can augment a rating.

O
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Public Welfare Investments

2006 Regulatory Relief bill narrowed the standard for
direct public welfare investments in activities that
primarily benefit LMI individuals or areas

Reg Relief bill changes inconsistent with CRA which
allows middle income:

— Rural underserved/distressed areas
— Government targeted areas for revitalization
— Designated disaster areas

HR 1066 reinstitutes old standard and allows public
welfare investments up to 15% of capital/surplus for <>
thrifts 29
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