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Management Commentary

Tricorp FCU has stayed the course in terms of how our member’s
funds are managed. We continue to maintain a high quality balance
sheet, which adheres to strict asset liability management guidelines.
Asset quality and capital adequacy remain very strong while interest
rate, liquidity and credit risk remain very low. Our balance sheet man-
agement also includes a strict financial discipline to keep the growth of
operating expenses to a very appropriate level.

Tricorp’s assets ended the fourth quarter up slightly by 2.30% from the
same period last year partly due to the development of the new
Premium Overnight Investment Account during the last month of the
quarter and to record high loan volumes. Tricorp manages its balance
sheet in accordance with member liquidity needs in order to fulfill its
main mission of being a member liquidity provider and to that end, we
have experienced the highest loan balances in our history.

Net income is down 12.96 and is a result of the decrease in assets dur-
ing most of the quarter in a tight liquidity environment. Operating
expenses are up slightly, 4.59%, from the same period last year but
interest and dividend income are up 50.94% which is due in large part
to the increase in rates. This also translated into a substantial increase
in the amount of dividend expenses which are up 70.35% from the
prior year. The results from the NEV testing demonstrate a balance
sheet that is well positioned for any interest rate environment. The
regulatory minimum for the NEV ratio in a base case scenario is 3%
while Tricorp’s base case ratio is 8.18% - another strong indicator of
the safety and soundness position of Tricorp.

Tricorp FCU has always protected the value of membership by making
it easy to manage your liquidity. We offer a new tiered rate overnight
account structure, a new Premium Overnight Investment Account, free
automated settlement, investment offerings and loan programs that
accommodate a wide array of cash flow, return needs and liquidity for
our membership and we do it in a hassle free straight forward manner.
We continue to make sure that we meet the needs of all members in all
situations with quality products and services. We look forward to con-
tinuing to work with you, our members, in a trusted partnership.
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_ TRICORP FCU
E Statement of Financial Position (Unaudited)
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Income Statement Statistical Changes In Financial Position
Periods Ended December 31, 2005 and 2004
12/31/05 12/31/04 Change As Of As Of
Interest Income from Loans 1,167,199 402,193 190.21% 12/31/05 12/31/04
Interest and Dividend Income
from Investments 13,809,328 9,148,684 50.94% * Operating Expense Ratio 0.41% 0.37%
Total Interest I 14,976,527 9,550,877 56.81% “ROA 0.13% 0.14%
Didend Expese 12,010,101 7050436 03 " Eculty Retio 330% 2
HVICERE BXpefse . o 2 Average Assets 476,126,380 497,723,333
Interest on Borrowed Money 890,925 401,966 121.64%
Net Economic Value (NEV) 11/30/05 Reg 704
Total Interest Expense 12,901,026 7,452,402 73.11% Requirements
Net Interest Income 2,075,501 2,098,475 -1.09%
Fees and Other Operating Income 473,363 433,716 9.14% + 300 BP Shock N
. e - Actual Dollar Change 43,799,924 Minimum =
38,386,163
Gross Operating Margin before % Change 23.01% %
Operating Expenses 2,548,864 2,532,191 0.66% NEV Ratio 8.04%
Operating Expenses: Base Level Dollar Amount 45,160,192 N/A
Salaries and Benefits 974,229 902,174 7.99% Base Level NEV Ratio 8.18%
Office Occupancy 71457 74,850 3.48%
Office Operations 352,151 374,805 -6.04% - 300 BP Shock
Travel and Conference 101,775 100,449 1.32% Actual Dollar Change 45,726,630 Maximum =
Educational and Promotional 113,668 120,486 -5.66% et s 31,9341
. . . ) % Change 25%
Professional and Outside Services 219,335 209,711 4.59% NEV Ratio 821%
Others 100,920 71,961 40.24%
Total Operating Expenses 1,939,535 1,854,436 4.59% * Based on Average Assets
Gain/(Loss) Investment Sale 5,350 28,440 N/A % NEV cannot fluctuate more than eighteen percent in either rate shock scenerio.
Net Income Before Transfers 614,679 706,195 -12.96% Minimum and maximum amounts are based on current year levels.
Required Transfer to Regular Reserves - - 0.00%
Net Change to Undivided Earnings 614,679 706,195 -12.96%
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