


+ PUTTING POWERFUL CARD SERVICES
IN YOUR HANDS




+ WHO WE ARE

nistory

over 30 years, TNB Card Services
rovided credit unions with a unique
combination of payment services
expertise, member friendly service, and
true partnership unmatched in the
industry

TNB Card Services, a division of Town
North Bank, has a one-of-a-kind heritage
In the credit union movement

™ -




+ WHO WE ARE

1dependent bank, wholly-owned
nembers

t unions and t

1ed in 1972 and purchasec '-y credit unions in 1975
vay to gain entry into the credit card industry

Yy it is a one-branch bank focused on commercial
2state lending

ard Services was formed in 1976 to create a way
for credit unions to gain access to the credit card market



+ WHO WE ARE

focuses not on quarterly stockholder goals but on longer
enefits for credit unions and its members

We assist nearly 500 credit unions with their card portfolios
nationwide totaling 1.5 million cards and 1.1 million accounts



+ WHO WE ARE

PENRENSIE

ervices seeks crec

1ions that are passionate
‘growing their card portfolio

) proach is to be a strategic partner
h i,_gh-performing asset

ize risk

en member satisfaction
‘Enhance your brand image
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Card Services provides a credit union issuing solution.

Ing our proven results and issuing expertise to help credit

ns monitor their card portfolio.

rtfolio purchasing

olio management ISSUING
' EXPERTISE

Portfolio consulting services
Collection services
Credit risk analysis
Database marketing
Rewards programs
Risk-based pricing




B Objectives

service to its:

ize Shareholder
sibility to:

intain adequate risk controls

>turn; Management’s

ate within regulatory guidelines

o Maximize the use of shareholder’s capital



1ce to Transition

ne, why do we need to

aven’t done this before, there is too

risk.



ransition Results

gulators no longer ask why
n the bank. TNB is their

ost yielding as

) regulators no longer caution TNB on
1S. There is confidence that TNB’s risk
IS mitigate risk associated with new
ventures.

OTNB’s board places significant reliance on
TNB management.



| ent_CapitaI Composition

ROI

6.75% Managed ROA

8.50% Transition to new strategies
.90% Managed ROE

4,15
45,558

59,116 10.90% vs. 6.75% = $17.3 Million

12,000 Initial Capitization of TNB Nevada
40,000 Nevada Portolio Acquisitions

52,000

-

Total Capital $ 111,116

Remaining Capital Commitment $20,000 brought into bank March 2008



Banks With Leverage Ratios

# of Banks

4
6.00% 9
- 6.50% + 35

3anks < 6.50% 48

TNB Manages the balance sheet to its leverage ratio.

Peer analysis is more of “what every one else does”
rather than “managing your own destiny”



Efficient Allocation of Capital mitigates reduced ROA
for low risk assets; results in acceptable ROE

Risk Capital
Leverage Tier | Tier I
100 100
10 10
50 50
20 20
180 180
Requirement
7.25% 22 22 22
0.75% 15
22 22 23
7.25% 12.08% 12.92%
pital Limits 4.00% 4.00% 8.00%
Excess Capital 10 15 9



e Ocean Companies

Isn’t someone already doing it?
en this question was asked ?

e redit Union ¥ cquired Town North Bank (1975)

These companies used innovation. They made their competition irrelevant and
created new markets.






ership Limits

lember exceeds 5% voting, there must be 2 above 5% voting.

5%' voting and non-voting; however cannont be a board member
S @ bank holding company

Can own trust preferred so long as < 5% of assets



2014
2015
2016

# Shareholders

n 11%

eholder Required Asset Levels

~ Ownership Mix/Shareholder Assets

7.50% 9.90% 14.90%

142 187 281

171 214 282 425
190 237 313 472
211 263 348 523
234 292 386 581
260 325 428 645
288 360 476 716
320 400 528 795
355 444 586 882
394 493 650 979

32 7



Board Members

% of CUBs Non-Voting Stock
‘Non Voting stock limited to 49% of total Capital Structure

Shareholder Mix

($ in Thousands)

SR R AR

Investment Ranges
Smallest

2,227
909
2,227
108
22

B H P h

Largest
6,899

3,923
6,899
6,724
2,231



Capital Capacity

Capacty

Common | TrustPfd | Tota

o 107440 § 128645 § 306087
lordly 20509 10
B264 539 3
09,00 10907 109707

ehoders > SLO0MN (19

il Capcty (3 5080 § STR) TG

A1 CretUrions > S100W0



ate of: 20 for 23 - 15%
premium.

mbination of sell to board members & exchange

voting for non voting - 15% premium.

The above options made a shareholder
ineligible to be a board member



Million PPM

have existing voting stock position; if
on-voting stock, the shareholder is

will send notice of capital calls & the investor
ithin 30 days. Capital calls are funded pro rata
rs’ voting stock position @ the time of the capital



Maeek Values as ofi prior month
Ul

Ieryear SunScrpLor

agreement
Rightiteramend at six moenthiintervals

| calls at board authorization



ing Assets

Credit Card
Net Charge Offs

Non Performing Loans

orical Credit Assessment

Assets w/o Risk

0 Credit Risk

2003 | 2004 | 2005 | 2006 | 2007 |Change
In Mix |Average
B% B% 3B% B% 4% % 38%
54% 5%  54%  55%  53%  -2%  55%
8% % % 1% 8% % 1% 7%
63%  62% 62% 62% 6% 5% 3%  62%
0.18% 008% 006% 003% 015% 07% 000% -1% 0.19%
021% 036% 0.03% 014% 044% 027% 0.78% 1% 0.32%
NA  NA  058% 337% 394% 303% 256% 0% 269%
019% 0.15% 012% 092% 163% 184% L117% -1% 086%
0.02% 000% 0.03% 0.08% 001% 002% 002% 0% 0.03%




GRAB Curncy@Gaa P
At 9:00 0Op 3.5990 Hi 3.6460 Lo 3.5645 Prev 3.5905
 CHIPT CURRCY GP - Line Chart

Range Mov. Avgs [N Currency [EB
Period 1 Events
64mm
14mm
47mm
..... A SR S | i i A A
12mm
16mm : : Gmm : : :
; P ' : ; ; 17mm : 10inm :
{ : : : : : 29mm : : : g
18mm - 16mm
: : : : : : : i i : 28mm : : : i
d SN SN SN i ; ' S | LU S ) S e e oo i CRRS N | TR 5 o
R S — _ S S —_— _ _ R I - _ A s
=31 Feb I ﬁaf.ﬂpr&l' Ej;31 T E Y T .H.I.g31'EE|:iE' -:u-::ia1 T l-:IEZI'IJEn::E' Jan 31 Feb 287 Mar 30 Apr 30 May 31 Junza Jd 317 .n.n.ufqaf&paa' ocl31 " o 30" ueé:—n'
fernn o] 2007

Australica &1 2 9777 2600 Broazil S511 3042 4500 Ewropes 44 20 F230 F500 Germanyg 42 &5 2204 1210 Hong Kong 252 2977 000
Jopoan 21 32 2201 2300 Singoapors &5 &21z2 1000 u.s. 1 21z Z1s z0ooo Copgright 2002 EBloomberg Finoncoe L.P.
HZ1z-280-3 l1&—Apr-—-028 9:00:53




GRAB

7750 Hi 2.8230
|Hide

Lo 2.7250

CurncyG P

Prev 2.7780
GP - Line Chart Page 1/13

Mow. Avgs --l-l Currency

] Bvents

55000

SO T )

........................................... I

........................... I
20|§nm

N ETNCT N M 31 Apr 22 May 31 Jur

30 Jd 31 A 31 Sep 29 0cl31 Now 30 Dec=9 Jan 31 Feb 250 Ma 30 Apr 30 Map 31 JnzD  Jd 317 AL 31T=ep =8 od 31 T EMTEELN
fe i o Pt u|

Singapore &5 6212 1000

u.s. 1 212 318 2000

Australia &1 2 9777 2600 Brazil 5511 20428 4500 Euwrope 44 20 7330 7500 Germong 42 &2 93204 1210 Hong Kong 852 2577 000
Jopan S1 3 3201 33200

Copyright 2008 Bloomberg Finonoe L.F.
Hz1z-z220-2 1&6—Apr—-08 9:15:15



Distribution

state Core Lending
kered CD’s

Warehousing

‘short term advances

FHLB Advances and Repo’s (Short and Long Term)






Avg Life
3.13
5.99
8.69
8.05
6.36
19.20% 7.93
16.23% 572
14.27% 5.53
3.19% 512
5.15% 8.17

5.41% 7.50



 6.5% - 7.5%

kK Value

18%
3%

1ces Stratified

Average Maturity

0.25
3.08
1.95
0.29
4.48



Bottom Line

Securities Yield Improvement 0.50%
Additional Income 0.5

ROE 12.38%

OE Improvement 2.38%

A 50bp yield improvement on
1/3 of your balance sheet will
Increase ROE (B/T) 2.38%

7.00%
10% ROE (A/T) improvement 1.57%

1 Leverage




Required Capital for TNB Nevac

TNB Nevada % of Total Loans
100,000 100%
15,000 15%
115,000
(567) 1%
(10,048) 10%
Sted-Assets 104.386 104%
10,614 11%
g Equity for Tier | Leverage 9,196 9%
areholder's Equity 19,810 20%
8.00%

PCCR and SubPrime Treatment
Additional Equity is needed for PCCR and SubPrime that is in Excess of 25%
of Total Shareholders Equity

15% ROE = $3MM Income
ROA = 2.58%



MIX

(%)
- 29
40

stments
age Warehouse

49 6
145 L7
874 100

12/31/2007
Assets

(millions)

354
491
124

52
3217
1348




omparrisons: Stand Alone

ngs: ROA vs. ROE

A/Tax ROA

Nevada Securities ROE
0.97% 0.37% 6.17%
0.50% 8.33%
0.63% 10.42%
0.75% 12.50%
PCCR @ 18% 0.37% 6.17%
Equity Ratio 21.9% 0.50% 8.33%
LOB 16.4% 1.71% 0.63% 10.42%
2.05% 0.75% 12.50%
PCCR @ 19% 1.05% 0.37% 6.17%
Equity Ratio 22.7% 1.42% 0.50% 8.33%
LOB 17.0% 1.77% 0.63% 10.42%
2.13% 0.75% 12.50%

Securities
Equity Ratio 6.0%




iness Profitability

Mix

ROE Earnings Assets Capital

20% 25% 21%
13% 40% 28%
) _ 12% 6% 4%
7.16¢ 27% 25% 44%
rd Processing 70.07% 28% 4% 3%
10.77%  100%  100%  100%




It All Together

TNB Dallas TNB Consolidated

326,925 ,019,119 1,345,444

60,106 51,010 111,116

quity  18.39% 5.01% 8.26%
Tier | 9.72% 7.59% 9.65%
Tier Il 10.99% 7.95% 10.76%




Comparative Return on Average Assets

DECO2  DECO3  DECO4 DECO5  DECO6  DECO7  5-Yr. Avg.
146% 091% 0.72% 062% 086% 081% 0.78%
1.05% 114% 1.00% 096% 0.94% 0983% 1.00%




Comparative Equity/Assets

DECO3 DEC04 DEC05 DEC06 DECO7
1.54% 8.01% 6.50% 1.14% 1.37%
9.69% 11.50% 11.08% 11.53% 12.71%




Comparative Return on Average Equity Capital

14.00%-

12.00%-

10.00%-

8.00%-

6.00%-

4,00%-

2.00%-

0.00%-

DECO2  DECO3  DECO4  DECO5  DECO6  DECO7  5-Yr. Avg.
OTnNg  1341% 1041% 9.57%  8.27% 12.77% 10.09% 10.22%
OPEER 11.20% 11.78% 9.18% 850% 842% 830% 9.4%




"RUST PREFERRED
SION



t Preferred

| Capital

RO
13.3%
14.4%
15.7%

ROI
_ $ 140,000 33% 14.4%
Eamings-2 1/2 years 30,000
Trust Preferred 70,000
Projected Equity Dec 2010 $ 240,000 29% 13.9%




ormation Initiatives

~ ($Millions)

44

Portfolio Acquisitions/Generate Cross Selling Opportunities

2 Warehouse & Interim Construction
nation

Leverage Mortg
into Mortgage Orig



ilization Projects
dvisory Services:

public funds management

 Funds are savings of > 30 basis points vs.
esale funding. ROE =>16%



redit Unions Invest

- ee restment in the credit
| portfoho

ification of credit union investments.
S '_bhshed stable investment.



' Proven Strategies

strategies implemented at TNB
nd confidence of our

olders.

‘executed a .$6 private equity, (Dec.
 offering with $35mm in
bscriptions

as one of the largest private offerings for
tely held bank in Texas history
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