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OFothirty-four years, Town North
has been building a solid financial
foundation and providing quality,
professionalserviceto our customers.
Confidencein the bank'sability to
compete efficiently and successfully
has never been greater.O

president ~ and  CEO
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A LETTER FROM THE
CHAIRMAN AND CEO

T own North Bank continued to  move forward a full-service insurance agenc y ., expanded
with strong results in  2005. Confidence in  the its sta ff and is  writing increasing numbers
bank's ability to  compete e fficiently and of  property and casualty insurance policies
successfully has never been greate r. for a wide variety of  customers. This
demonstrates that the bank has further
For thirty-four years T own North has been solidified itself as a full-service bank and
building a solid financial foundation by pr o - a  Oone-stop shopO for  the financial needs
viding qualit y, professional service to  our of  customers.
customers. This unwavering focus on
relationshipsBbon knowing our customersbb T N B CA R D S E RV I C E S
is a primary reason for  the bank's continued
success. At an innovaiive approach TNB Card Services, a division of T own
toward new products and services, we co n - North Bank, continues ® [ & ot
sistently provide new opportunities for  our provider of  electronic peyment services
customers with a commitment to  meeting o credit unions and other financial
e changing feedsy T echnological institutions. The payment services TNB
enhancements: Combined ity a  CfE Card Services delivers, such as  credit
sta ff, produce a thriving commercial bank card precessing] A TM/debit card
and G aceted and divee cad processing and agent issuing solutions,
Services program. enable issuers to remain competitive.
The products and services o ffered are
TO W N N O R TH B A N K simple to  implement and tailored to their
specific needs.
2005 was a year of  growth and stabilit y.
TNB's core lending products, such as TNB Card Services experienced its  most
commercial and commercial real estate successful year ever in 2005 through a
loans, grew 21%. The new mortgage number of key accomplishments. It intr o -
warehouse lending operation is  now fully duced an  industry-leading, single-source
staf  fed and outstanding loans increased signature and PIN debit solution and an
80%. innovative, simple-to-use credit card
management product, VI P CardStation?.
The bank continues to add various In  addition, a  major step was taken as
enhancements to its  deposit and lending T own North Bank, Nevada, was
products to  compete with the major money established to  enhance agent issuing
center banks in T exas. Furthe r, expert capabilities. Now serving financial
balance sheet management has produced institutions in 28 states, TNB Card
a growing and diverse investment portfolio Services reached $2.73 billion in  retail
that provides an  excellent source of sales and serviced approximately
income to  supplement core banking 11 million credit and debit card accounts.
activities.
W e are proud of our credit union ownership
The Investment Center continues to and the long-term vision and commitment to
flourish, o ffering a complete package of T own North provided by the board of dire c-
financial advisory services and products, tors. With a broad depth of  background and
as  well as  non-bank products. A key expertise, board members continue to be of
element of this is financial planning o ffered immeasurable assistance as  critical strategic
through our licensed Certified Financial decisions are made on  products, services

Planner . Town North Insurance Services, and delivery systems. Their leadership also
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TOWN NORTH BANK

At T own North Bank, we believe success goes
beyond the bottom line. W e believe our greatest
success is demonstrated by  relationships with our
customersbbcustomers we know by  name, who
entrust us  with their financial well-being, and who
are confident enough in  our commitment to tell their

friends and business associates about the bank.

¥ Automobile

¥ Homeowners

¥ Life

¥ Health

¥ Disability

¥ Long-term care

¥ General liability

¥ Property

¥ Errors and omissions

¥ Directors and o fficers liability

¥ W  orkers compensation

¥ Group benefits

¥ Business continuation coverage

INVESTMENT CENTER

¥ Investment management

¥ Retirement planning

¥ Business continuation

¥ College funding

¥ Compensation strategies

¥ Estate and trust planning



Vision

OByputting something
backinto the communities
we serveEwe reachhigh
levels of achievement.O

Ebby Hallida y. Founder and  Chairman
of the  Board, Ebby Hallida y., REA LT ORS

Who doesn't know Ebby Halliday? An icon of
the local, statewide and national real estate

industr y ., Ebby Halliday personifies success.

Her compan y ., Ebby Hallida y., REA LT ORS f

is the No. 1 privately owned residential real
estate firm in T exas and one of the largest

and most respected in the countr y . Not one

to rest after being in  business for 60  years,

Ebby's company continues to  grow and

prospe r, most recently with new leased o ffices
in  Plano and McKinney that were financed by
T own North Bank. But her success doesn't

stop at  business. When accepting the

prestigious 2005 Horatio Alger A ward, she

said: OMy late husband, Maurice Acers, had

a sign on his desk that read, ‘Do something

for someone every da y. It is an edict that

has enriched my life.O And indeed her life has
enriched us all through her generous

donations of time and money to  countless

philanthropic endeavors.

T own North Bank is  committed to the found a -
tions of  character , hard work and dedication

that our customers model every day . W e

believe it's the right way to do  business.

Quccess

Oown North is the banking partner | rely on

e

to keep my businessrolling.O

Randy Garrett, President/Owne r, Lanehart Electric Companies

When your first truck rolls of f the lot at 6:30 am. and doesn't return until dusk, you don't have time to  waste on
complicated banking. Just ask Randy Garrett, owner and president of Lanehart Electric Companies in  Dallas.

OT wenty years ago we started in Dallas with only one truck,0 he  said. ONow we run a fleet of 115  trucksBband

that's just in  Dallas.O His company also has locations throughout T exas, as  well as up and down the east coast,
all  serving the burgeoning new residential construction business. Ol need a banking partner that I can rely on
to  help keep my business rolling. What I like about T own North is that it works much the same way as  banking
did when | was growing up. It is a comfortable, easy place to transact business.O

T own North works to  make banking easy for  business customers who have more important ways to  spend their

timeBbsuch as in  growing their business. Its  a relationship you can count on.



TOWN NORTH BANK

BUSINESS BANKING PERSONAL BANKING

¥ Real estate loans ¥ Residential interim construction
¥ Commercial interim loans
construction loans ¥ Home improvement loans
¥ Investment property loans ¥ V ehicle loans
¥ Business lines of  credit ¥ Personal loans
¥ W orking capital loans ¥ T ransaction accounts and
¥ Equipment loans services
¥ Expansion loans ¥ Savings and investment
¥ Mortgage warehouse lending accounts
¥ Courier services ¥ P ASSPO R T online banking
¥ T ransaction accounts and and bill payment
services ¥ 24-hour InfoLine banking
¥ Investment accounts by  phone
¥ BankLine Internet cash ¥ MasterCard debit and
management credit cards
¥ MasterCard business debit ¥ Automated banking

and credit cards services



Community

QNe were nominated
for a DallasBusiness
Jounal 'BestRealEstate
Dealsof 2005' award.O

Gary Brandenburg, Senior Pasto r
Fellowship Bible Church Dallas
When Fellowship Bible Church Dallas
outgrew its  current facilit y, church leaders
sought land to  build a new church. Instead,
they found an  abandoned theater that they
were inspired to  transform into a state-of-
the-art worship and fellowship cente r.
OMost banks would have looked at us like
we  were craz y,0 said Gary Brandenburg,
senior pastor of the  church. OBut the  folks
at T own North saw the potential in  the
opportunity and worked with us  every step
of the way Now when we use our space,
we  say an  extra OThank Y oud for the  bank
that made it happen.O®
T own North lenders have the  vision to  see
the potential in every opportunitybba vision
that sets T own North apart from other
banks. And, loan decisions are made right
here, by  people who live and work in  this
communit y.
Experience the transformation T own North
can make for your business.

TNB Family

-~ . . . .

Olfeel like | have joined the Town North Family

pa

rather than a bank.O

Kim  Holland, Principal, R. L T umer High School

T own North Bank has long been an advocate of education, with generous support of local schools and students.

But does it make a di fference? To Kim Holland, principal of R. L T urner High School in  the Carrollton/Farmers

Branch ISD, it does. o[of all  the things you have done] | have been most impressed with your willingness to take

the time to  stress to these young people how important they are to  youEand the interest you have shown in

their education and their future,0 he  wrote recently OT own North's commitmentEstarted me thinking that | should

consider movingEto a bank that is investing in our communit y. | was pleasantly surprised to find that even

though as an  educator I am a small depositorEl was treated as if | was one of the bank's VIPs.O

It's people like Kim Holland who give our children a futurebba future of  which T own North is  proud to be a part.



TNB CARD SERVICES
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to serve a customer base that
coastbbpeople who have not only
professional knowledge, but also
provide superb customer care.
this is who we are: a company
our customers on the leading
industry , as  well as a company
puts the customer first.

GREAT MEMBER SERVICES

¥ MasterCard and V isa credit and
debit cards

¥ Attractive product enhancements

¥ T ravel accident coverage

¥ Loyalty programs with travel and
merchandise rewards

¥ Flexible rebate programs

¥ Platinum, gold and classic cards

¥ MasterCard Family Account?

¥ MasterCard BusinessCard and
Debit MasterCard BusinessCard

¥ Home Equity Lines of  Credit cards

¥ 24x7x365 cardholder service

¥ Billing dispute resolution services

¥ Account payments online
or by phone

¥ Convenient cardholder W eb  access
with Go T oMyCard.com



Opportunity

QVith TNB'shelp, we
launched our very first
credit card program in
2005, and we're very
satisfiedwith our
progress.O

Stephen J. Coomes, President/CEO, United

San Antonio Community Federal Credit Union

After 50 years of serving a single employe r,
USA A Insurance, United San Antonio

Community Federal Credit Union experienced

a major change in  2005. It moved o ff USAAs
campus into a brand-new free-standing buil  d -
ing, and expanded its  field of  membership to
become a community-chartered credit union
serving all  of Bexar Count y, T exas. For the

first time in its histor y, it also began o ffering

credit cards to its  members. And the partner
selected to help launch this ef fort? TNB Card
Services. OW e looked at several processors

and decided on TNB because of its compet i-
tive pricing and because it is owned by  credit
unions. W e had a successful program launch

in 4th quarter 2005, and weOre very satisfied

with our progress!O

Responsiveness

OTheknowledgeable, responsive staff of TNBCad Services
treats us like valued businesspartners.O

Lee  Powell, President/CEO, Desco FCu

What do  you do  when your current business operation isn't working any more? There's never an easy
answerbbbut there are solutions like TNB Card Services that consistently come out on  top. Just ask

Lee Powell of Desco FCU in  Portsmouth, Ohio. Oour card program is very important to  our 25,000

members. W e're spread out over multiple states, so  we have to be able to handle many diverse situations.

When we needed to make a change in  our card services provider . we spent a great deal of time researching

our options. Ultimately . we selected TNB Card Services, and we couldn't be  happier with our choice. It has
been a real pleasure to  work with them, and they treat us like valued business partnersbbjust like we treat

our  members.O

Diverse markets. Diverse situations.

One solution: TNB Card Services.




TNB CARD SERVICES

TNB Card Services is  recognized as an industry leader

in  providing its  customers both leading-edge
technology and high-touch personal service.

In 2005 this dedication proved to be a winning

strategy that produced the largest one-year growth

in  new processing accounts in  TNB's histor y.
Clearly , this is a company that is doing it right.

I t-

TNB introduced an  exciting new addition to its  suite

of VI P Solutions products during the 4th quarter:

VI P CardStation.

VI P CardStation is a user-friendly account

management system that  requires a  minimum of

training while also delivering industry-leading

functions and capabilities.

In  addition, this system

gives credit unions real-

time control to update

cardholder data, which

provides credit unions better security controls and

real-time authorization management.

What's to come? More great things from

this organization that is  dedicated to  being

the best.
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Results

OTNBCad Services
delivers outstanding
products that produce
bottom-line results.O

COMPLETE CREDIT UNION SUPPORT

Full-service MasterCard and V isa
credit and debit card processing

backed by  First Data

Institution-branded card designs
Risk-based pricing tools

Powerful fraud detection systems
Chargeback services

T urnkey marketing programs

Portfolio consulting expertise

Automatic credit line increase

programs

Barbara She  ffield, President/CEO,
Members Choice Credit Union
‘When Barbara She ffield, president and CEO
of  Members Choice Credit Union in Houston,
T exas, evaluated the products used by
MCCU's 26,000 members, she knew the
credit union could do  bette r. She saw an
opportunity to  capture additional credit card
business while providing better service at the
same time. So  she turned to TNB Card
Services and the Platinum Cash Rebate
MasterCard . And she was not disappointed.
OW e are continually looking for  outstanding
products to o ffer our membersE With new
features and improvements in  the Platinum
Cash Rebate MasterCard, balances in our
portfolio grew by  22% in  2005. Our relatio n
ship with TNB is 'people to  people' in  action!O
A customer spoke and TNB Card Services
listened, providing a solution that workedDb
just one more example of  how we are
committed to  our customers' success.

Agent Issuing Program o ffering:

¥ benefits through incentives and
ongoing revenue sharing

¥ complete card management,
collections and risk services

Integrated PIN and signature debit

program on one processing platform

Advanced A T™M driving features

and functionality

Simple-to-use card management

system, VI P CardStation



2005 STATEMENT
OF CONDITION

ASSETS. 12/31/2004 12/31/2005

(n 000s) (n  000s)
Cash and Due From Banks $ 13,652 $ 10,728
Investment Securities 217,748 311,353
Federal Funds Sold 1,253 3,144
Loans, Net 294,611 397,665
Less Loan Loss Reserve 5.485 6.642
NetlLoans 289,126 391,023
Fixed Assets 2,348 2,290
Other Assets 45,208 65,798
Total Assets $ 569,335 $ 784,336

LIABILITIES & CAPITAL FUNDS:

Transaction Accounts:

Non-Interest Bearing $ 62,241 $ 71,605
Interest-Bearing 120,680 106,287
Time Deposits 169,250 195,149
Total Deposits 352,171 373,041
O ther Liabilities 171,593 359,970
Total Liabilities $ 523,764 $ 733,011
Capital Funds:
Common Stock $ 407 $ 407
Surplus 8,903 13,127
Undivided P rofits 37,110 41,676
Securities Market Value
Capital Adjustment (849) (3.885)
Total Capital Funds $ 45,571 $ 51,325
Total Liabilities
and Capital Funds $ 569,335 $ 784,336
For moe information please reler 0 our fnancial statements. as of and for e year ended December 3L, 2005 together wih e repot  of the

Independent Ceriied Public  Accountants (Grant Thomton, LLP)  which  may  be obtained fom  Town  Nomh  Bank, Ket  Moore, cFo, 972:391.6267.
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