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Financial, Inc.
April 20, 2006

Dear Fellow Shareholders:

The 2005 year was an eventful year for Team Financial, Inc. as we accomplished double digit loan growth.
Our loan portfolio increased approximately $41 million, or 10.9%, from the previous year. Our credit
quality remains good as evidenced by our substantial reduction in loan charge offs and a reduction in
provision for loan losses from the previous year. We were able to achieve an increase in earnings of 10
cents per share, on a fully diluted basis, even with a significant decline in the income from our mortgage
banking activities and an adverse ruling on a lawsuit. The suit is in the appeal process.

N
The most significant income change over the previous year was the $2.6 million, or 15%, increase in net
interest income. This change is the result of our successful efforts to increase the loan portfolio and the

increase in the prime rate, accompanied by the reduction in provision for loan losses.

Team Financial, Inc. continues to have a very strong capital base. Our $53 million in equity allows us the
opportunity to grow and further enhance shareholder value.

We want to thank all of the employees of Team Financial, Inc., TeamBank, N.A., and Colorado National
Bank for the hard work and dedication they exhibited in 2005. Through their efforts, the company made a
significant move forward in income and asset growth.

We are continuing our plan of growth through new loan production and the addition of new branches. We
are planning to add new locations in the Colorado Springs and Kansas City metro markets, and are
continuing to identify new locations in these larger markets. We expect these plans to meet our strategic
long term goal of adding shareholder value and making our customers financially successful.

Your support as a shareholder and customer of our company is very important to us. We thank you for
your investment in Team Financial, Inc.

Sincerely,
@57 AT

Robert J. Weatherbie
Chairman and
Chief Executive Officer
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PART1
Item 1.  Business
General Description

Team Financial, Inc. (the Company) is a financial holding company incorporated in the State of Kansas.
Our common stock is listed on the Nasdaq National Market under the symbol “TFIN”,

We offer full service community banking and financial services through 18 locations in Kansas, Missouri,
Nebraska and Colorado through our wholly owned banking subsidiaries, TeamBank, N.A., and Colorado
National Bank. Our presence in Kansas consists of seven locations in the Kansas City metropolitan area
and three locations in southeast Kansas. We operate two locations in western Missouri, three in
metropolitan Omaha, Nebraska, and three in metropolitan Colorado Springs, Colorado.

We were formed in 1986 when our founders, along with an Employee Stock Ownership Plan (ESOP),
purchased a one-bank holding company in Paola, Kansas, in a leveraged transaction. Since formation, we
have grown from $85 million in assets to $697 million in assets as of December 31, 2005. This growth was
achieved through a combination of bank and branch acquisitions, the establishment of new branches and
by internal growth. In 1999 our common stock began trading on the Nasdaq National Market upon
completion of a public offering.

The ESOP owned 23.1% of our outstanding common stock as of December 31, 2005. Management
believes the ESOP reflects our corporate culture in that employees are the integral component of a
financial institution. Management intends to continue the ESOP, as it is a significant incentive to attract
and retain qualified employees.

We serve the needs and cater to the economic strengths of the local communities in which we operate and
strive to-provide a high level of personal and professional customer service. We offer a variety of financial
services to our retail and commercial banking customers. These services include personal and corporate
banking services, mortgage banking, trust and estate planning, and personal investment financial
counseling services.

Our assortment of lending services includes:
* abroad array of residential mortgage products, both fixed and adjustable rate;

¢ consumer loans, including home equity lines of credit, auto loans, recreatlonal vehicle, and other
secured and unsecured loans;

e specialized financing programs to support community development;
e mortgages for multi-family real estate;
e commercial real estate.loans;
¢ commercial loans to businesses, including revolving lines of credit and term loans;
¢ real estate development;
¢ construction lending; and
e agricultural lending.
We also provide a broad selection of deposit instruments which include:
o multiple checking and NOW accounts for both personal and business accounts;

¢ various savings accounts, including those for minors;




+ money market accounts;

¢ tax qualified deposit accounts such as Health Savings Accounts and Individual Retirement
Accounts; and

e a broad array of certificate of deposit products.

We also support our customers by providing services such as:

functioning as a federal tax depository;

access to merchant bankcard services;

¢ various forms of electronic funds transfer;

debit cards and credit cards; and

telephone and internet banking.

Through our trust and estate planning and our personal investment financial counseling services, we offer
a wide variety of mutual funds, equity investments, and fixed and variable annuities.

We participate in the wholesale capital markets through the management of our investment securities
portfolio and our use of various forms of wholesale funding. Our investment securities portfolio contains a
variety of instruments, including callable debentures, taxable and nontaxable debentures, fixed and
adjustable rate mortgage backed securities and collateralized mortgage obligations.

Our results of operations depend primarily on net interest income, which is the difference between interest
income from interest-earning assets and interest expense on interest-bearing liabilities. Our operations are
also affected by non-interest income, such as service charges, loan fees, and gains and losses from the sale
of mortgage loans. Our principal operating expenses, aside from interest expense, consist of compensation
and employee benefits, data processing expenses, occupancy costs, and provisions for loan losses.

Recent Developments

On February 25, 2005, we completed the sale of Team Insurance Group, Inc., our insurance agency
subsidiary. This subsidiary was operated as a subsidiary of TeamBank, N.A. from December of 2002 until
December, 2004 and offered employee benefit insurance and property and casualty insurance to businesses
and individuals. We sold all the issued and outstanding shares of the subsidiary to an unaffiliated third
party for total cash consideration of $6.8 million after adjustments. Our investment in this subsidiary as of
February 25, 2005 was approximately $7.0 million. As a result of the sale, the operations related to this
subsidiary have been reclassified in discontinued operations in the consolidated financial statements and
related footnotes. A loss on the sale of the subsidiary of approximately $164,000 was recorded in the
second quarter of 2005 upon finalization of the selling price and is presented in our consolidated financial
statements, net of tax, in loss from discontinued operations. The sale was effective December 31, 2004
and, therefore, the operating activities of the insurance subsidiary during 2005 were assumed by the new
owners. Pursuant to the terms of the agreement, the buyer has until August 25, 2006 to present any breach
of warranty or representations claims.

During 2004, we opened two de novo branches in the Colorado Springs, Colorado metropolitan area. One
opened for operation in March of 2004 in downtown Colorado Springs and the second opened in June of
2004 in Monument, Colorado, on the Interstate 25 corridor north of Colorado Springs.

Competition

We face a high degree of competition. In our market areas, there are numerous small banks and several
larger national and regional financial banking groups. We also compete with savings and loan associations,




credit unions, leasing companies, mortgage companies, and other financial service providers. Many of
these competitors have capital resources and legal lending limits substantially in excess of our capital
resources and fegal lending limits.

We compete for loans and deposits principally based on the availability and quality of services provided,
responsiveness to customers, interest rates, loan fees and office locations. We actively solicit deposit
customers and compete by offering them high quality customer service and a complete product line. We
believe our personalized customer service, broad product line, and banking franchise enables us to
compete effectively in our market area.

In order to compete with other financial service providers, we rely upon local community involvement,
personal service, and the resulting personal relationships of our staff and customers, and the development
and sale of products and services tailored to meet our customers’ needs.

We face competition for our personnel. We compete for our personnel by offering competitive wages and
benefit packages in our respective markets and by offering a pleasant work environment through our
emphasis as a community banking culture. Management also believes that the ESOP contributes to our
ability to effectively retain personnel in our market areas because it provides incentives for employees to
continue their employment and motivation to enhance shareholder value.

We will also face significant competition from other financial institutions in any potential acquisitions. This
competition can increase purchase prices to levels beyond our financial capability or to levels that would
not result in economical returns on our investment.

We have two wholly owned bank subsidiaries. The table below presents information concerning these
subsidiaries.

Asset size at
Number of Lending December 31,
Name of Bank locations Limit 2005
(In millions)

TeamBank, N.A.

Paola, Kansas A

a national banking association.................. 15 $7.6 $585
Colorado National Bank

Colorado Springs, Colorado,

a national banking association.................. 3 1.4 110

Market Areas Served
TeamBank, N.A.

TeamBank, N.A. has banking locations in Kansas, Missouri, and Nebraska. TeamBank, N.A.’s primary
Kansas service area is in Miami County, Kansas.

TeamBank, N.A.’s Miami County branches are located in Paola, the county seat of Miami County,
Osawatomie, the second largest city in the county and Spring Hill, a community developed across the
Miami County and Johnson County border. TeamBank, N.A. also operates a branch in Ottawa, Kansas,
the county seat of adjoining Franklin County; Iola, Kansas, the county seat of Allen County; and operates
two locations in Parsons, Kansas of Labette County. TeamBank, N.A.’s Johnson County branches are
located in Prairie Village and De Soto, Kansas. TeamBank, N.A.’s Missouri service areas are in Barton and
Vernon counties, which adjoin each other and are located in the southwest section of Missouri along the
Kansas-Missouri border. TeamBank, N.A. also operates three facilities in the Omaha, Nebraska
metropolitan area. The primary Nebraska service areas are in Washington and Sarpy Counties.




Colorado National Bank

Colorado National Bank, located in Colorado Springs, Colorado, services El Paso County and Teller
County, which are located along the front range of the Colorado Rocky Mountains. In January 2003, the
name of Colorado Springs National Bank was changed to Colorado National Bank to reflect our expansion
plans to other markets beyond Colorado Springs along the front range of the Colorado Rocky Mountains.
The bank operates two full service branches in Colorado Springs and a third branch located in Monument,
Colorado, which is a community located between Denver and Colorado Springs, along the growing
Interstate 25 corridor.

Growth and Operating Strategies

Our operating strategy is to serve the needs and cater to the economic strengths of the local communities
in which we operate and strive to provide a high level of personal and professional customer service. We
offer a variety of financial services to our retail and commercial banking customers.

Our growth strategy is focused on a combination of acquisitions and expansion in our existing markets
through internal growth as well as establishing new branches.

Acquisitions

Management believes that the consolidation in the banking industry, along with the easing of legal
requirements of branch banking throughout Kansas, Missouri, Nebraska, and Colorado as well as
increased regulatory requirements, concerns about technology and marketing, are likely to lead owners of
community banks within these areas to explore the possibility of sale or combination with broader-based
financial service companies such as ourselves. In addition, branching opportunities can arise from time to
time as a result of divestiture of branches by large national and regional bank holding companies of certain
overlapping branches resulting from consolidations. As a result, branch locations have become available
for purchase. We completed three branch acquisitions and three bank holding company acquisitions from
1997 through 2003.

Management’s strategy in assimilating acquisitions is to emphasize revenue growth and to continuously
review the operations of the acquired entities and streamline operations where feasible. Management does
not believe that implementing wholesale administrative cost reductions in acquired institutions is beneficial
to our long-term growth, because significant administrative changes in community banks can have an
adverse impact on customer satisfaction in the acquired institution’s community. However, management
has determined that certain human resource, operations, and accounting functions can be consolidated
immediately upon acquisition to achieve greater efficiencies without compromising customer service.

Branch Location Expansion

On an ongoing basis, management reviews opportunities to expand through acquisition of branches or
developing de novo branches. Because of the economic growth over the past several years in the Omaha,
Nebraska area, the Colorado Springs, Colorado area, as well as Johnson County, Kansas; management
may consider further branch expansion in these areas. However, we will not rule out branch expansion in
other areas experiencing economic growth.

We consider a variety of criteria when evaluating potential acquisition candidates or branching
opportunities. These include:

o the market location of the potential acquisition target or branch and demographics of the
surrounding community;

» the financial soundness of a potential acquisition target;




» opportunities to improve the efficiency and/or asset quality of an acquisition target;

o the effect of the acquisition on earnings per share and book value, seeking acquisitions that will be
accretive to earnings within 18 months of the acquisition;

e whether we have sufficient management and other resources to integrate or add the operations of
the target or branch; and

¢ the investment required for, and opportunity costs of, the acquisition or branch.

Internal Growth

We believe that our largest source of internal growth is through our ongoing solicitation practices
conducted by bank presidents, market leaders and lending officers, followed by referrals from customers.
The primary reason for referrals is positive customer feedback regarding our customer service and
response time.

Our goal in continuing our expansion is to maintain a profitable, customer-focused financial institution.
We believe that our existing structure, management, data and operational systems are sufficient to achieve
further internal growth in asset size, revenues, and capital without proportionate increases in operating
costs. This internal growth should also allow us to increase the legal lending limits of our banks, thereby
enabling us to increase our ability to serve the needs of existing and new customers. Our operating strategy
has always been to provide high quality community banking services to our customers and increase market
share through active solicitation of new business, repeat business, referrals from customers, and
continuation of selected promotional strategies.

For the most part, our banking customers seek a banking relationship with a service-oriented community
banking organization. Our operational systems have been designed to facilitate personalized service.
Management believes our banking locations have an atmosphere which facilitates personalized services
and decision-making, yet are of sufficient financial size with broad product lines to meet customers’ needs.
Management also believes that economic expansion in our market areas will continue to contribute to
internal growth. Through our primary emphasis on customer service and our management’s banking
experience, we intend to continue internal growth by attracting customers and primarily focusing on the
following:

o Products Offered—We offer personal and corporate banking services, trust and estate planning,
mortgage origination, mortgage servicing, personal investment, and financial counseling services as
well as internet and telephone banking. We offer a full range of commercial banking services,
checking accounts, ATM’s, checking accounts with interest, savings accounts, money market
accounts, certificates of deposit, NOW accounts, Health Savings Accounts, Individual Retirement
Accounts, brokerage and residential mortgage services, branch banking, and debit and credit cards.
We also offer installment loans, including auto, recreational vehicle, and other secured and
unsecured loans sourced directly by our branches. See “Loans” below for a discussion of products
we provide to commercial accounts.

o Operational Efficiencies—We seek to maximize operational and support efficiencies consistent with
maintaining high quality customer service. Where feasible, our banks share a common information
system designed to enhance customer service and improve efficiencies by providing system-wide
voice and data communication connections. We have consolidated loan processing, bank balancing,
financial reporting, investment management, information systems, payroll and benefit management,
loan review, and audits.

® Marketing Activities—We focus on a proactive solicitation program for new business, as well as
identifying and developing products and services that satisfy customer needs. We actively sponsor




community events within our branch areas. We believe that active community involvement
contributes to our long-term success.

Loans

We provide a broad range of commercial and retail lending services. Our banks follow a uniform credit
policy, which contains underwriting and loan administration criteria, levels of loan commitment, loan
types, credit criteria, concentration limits, loan administration, loan review and grading and related
matters. In addition, we provide ongoing loan officer training and operate a centralized processing and
servicing center for loans. Each loan portfolio is subject to loan review on a regular basis in accordance
with our loan review process. At December 31, 2005, substantially all loans outstanding were to customers
within our market areas.

Loan Administration

We maintain a loan committee approach to lending, which we believe yields positive results in both
responsiveness to customer needs and asset quality. Each of our subsidiary banks and some branches have
a loan committee, which meets at least once per week to review and discuss loans. Each bank and some
branches also have a loan level threshold, which, if exceeded, requires the approval of our holding
company loan committee, which meets on an on-call basis. Interest rates charged on loans vary with the
degree of risk, maturity, costs of underwriting and servicing, loan amount, and the extent of other banking
relationships maintained with customers, and are further subject to competitive pressures, availability of
funds and government regulations.

Commercial Loans

These loans consist primarily of loans to businesses for various purposes, including revolving lines of credit,
equipment financing, and accounts receivable factoring. Commercial loans secured by collateral other than
real estate generally mature within one year, have adjustable interest rates and are secured by inventory,
accounts receivable, machinery, government guarantees, or other commercial assets. Revolving lines of
credit are generally for business purposes, mature annually and have adjustable interest rates. The primary
repayment risk of commercial loans is the failure of the borrower’s business.

Real Estate Loans

These loans include various types of loans for which we hold real property as collateral. Interest rates on
these loans typically adjust annually. Real estate construction loans include commercial and residential real
estate construction loans, but are principally made to builders to construct business buildings or single and
multi-family residences. Real estate construction loans typically have maturities of six to 12 months, and
are charged origination fees. Terms may vary depending upon many factors, including the type of project
and financial condition of the borrower. It is our standard practice in making commercial loans to receive
real estate as collateral in addition to other appropriate collateral. Therefore, loans categorized in the
other real estate loan category can be characterized as commercial loans, which are secured by real estate.
Commercial loans secured by real estate typically have adjustable interest rates. The primary risks of real
estate mortgage loans include the borrower’s inability to pay, deterioration in value and increased
government planning and zoning activity that may negatively affect the value of real estate that is held as
collateral.

Agricultural Loans

We make a variety of agricultural loans which are included in real estate and commercial loans. These
loans relate to equipment, livestock, crops, and farmland. The primary risks of agricultural loans include
the fluctuating prices of crops and livestock, as well as weather conditions.




Installment Loans

Installment loans are primarily to individuals, are typically secured by the financed assets, generally have
terms of two to five years and bear interest at fixed rates. These loans usually are secured by motor vehicles
or other personal assets and in some instances are unsecured. The primary risk of consumer lending relates
to the personal financial circumstances of the borrower.

Letters of Credit

In the ordinary course of business, we issue letters of credit. See note 17 to Item 8—Financial Statements.
We apply the same credit standards to these commitments as we use in all our lending activities and have
included these commitments in our lending risk evaluations. Our exposure to credit loss under letters of
credit is represented by the amount of these commitments.

Employees

As of December 31, 2005, we had approximately 240 full-time equivalent employees. Neither our company
nor any of our subsidiaries is a party to any collective bargaining agreement.

Principal Sources of Revenue

Our results of operations depend primarily on net interest income, which is the difference between interest
income from interest-earning assets and interest expense on interest-bearing liabilities. Our operations are
also affected by non-interest income, such as service charges, loan fees, and gains and losses from the sale
of mortgage loans. Our principal operating expenses, aside from interest expense, consist of compensation
and employee benefits, data processing expense, occupancy costs, and provisions for loan losses.

Supervision and Regulation
Government Regulation

We are extensively regulated under federal and state law. These laws and regulations are primarily
intended to protect depositors and the deposit insurance fund of the Federal Deposit Insurance
Corporation, not our shareholders. The following information is qualified in its entirety by reference to the
particular statutory and regulatory provisions. Any change in applicable laws, regulations or regulatory
policies may have a material effect on our business, operations, and prospects. We are unable to predict
the nature or extent of the effects that fiscal or monetary policies, economic controls or new federal or
state legislation may have on our business and earnings in the future.

The Company
General

We operate as a financial holding company registered with the Federal Reserve Board under the Gramm-
Leach-Bliley Act (GLBA). This law permits former bank holding companies that have registered as
financial holding companies to affiliate with securities firms and insurance companies and engage in other
activities that are financial in nature.

No regulatory approval is required for a financial holding company to acquire a company, other than a
bank or savings association, engaged in activities that are financial in nature or incidental to activities that
are financial in nature, as determined by the Federal Reserve Board. The GLBA defines “financial in
nature” to include securities underwriting, dealing, and market making; sponsoring mutual funds and
investment companies; insurance underwriting and agency; merchant banking activities; and activities that
the Federal Reserve Board has determined to be closely related to banking, A national bank also may
engage, subject to limitations on investment, in activities that are financial in nature, other than insurance




underwriting, insurance company portfolio investment, real estate development and real estate investment,
through a financial subsidiary of the bank, if the bank is well capitalized, well managed and has at least a
satisfactory Community Reinvestment Act (CRA) rating.

Although it preserves the Federal Reserve Board as the umbrella supervisor of financial holding
companies, the GLBA defers the administration of the non-banking activities to the customary regulators
of insurers, broker-dealers, investment companies and banks. Thus, the various state and federal regulators
of a financial holding company’s operating subsidiaries would retain their jurisdiction and authority over
such operating entities. As the umbrella supervisor, however, the Federal Reserve Board has the potential
to affect the operations and activities of financial holding companies’ subsidiaries through its power over
the financial holding company parent. The GLBA contains restrictions on financial institutions regarding
the sharing of customer nonpublic personal information with nonaffiliated third parties unless the
customer has had an opportunity to opt out of the disclosure. The GLBA also imposes periodic disclosure
requirements concerning a financial institution’s policies and practices regarding data sharing with
affiliated and nonaffiliated parties.

Subsidiary banks of a financial holding company or national banks with financial subsidiaries must
continue to be well capitalized and well managed in order to continue to engage in activities that are
financial in nature without regulatory actions or restrictions, which could include divestiture of the
subsidiary or subsidiaries. In addition, a financial holding company or a bank may not acquire a company
that is engaged in activities that are financial in nature unless each of the subsidiary banks of the financial
holding company or the bank has CRA rating of satisfactory or better.

Acquisitions

As a financial holding company, we are required to obtain the prior approval of the Federal Reserve Board
before acquiring direct or indirect ownership or control of more than 5% of the voting shares of a bank or
financial holding company. The Federal Reserve Board will not approve any acquisition, merger, or
consolidation that would have a substantial anti-competitive effect, unless the anti-competitive effects of
the proposed transaction are outweighed by a greater public interest in meeting the needs and convenience
of the community. The Federal Reserve Board also considers managerial resources, current and projected
capital positions and other financial factors in acting on acquisition or merger applications.

Capital Adequacy

The Federal Reserve Board monitors the regulatory capital adequacy of financial holding companies. As
discussed below, our banks are also subject to the regulatory capital adequacy requirements of the Federal
Deposit Insurance Corporation and the Comptroller of the Currency, as applicable. The Federal Reserve
Board uses a combination of risk-based guidelines and leverage ratios to evaluate our regulatory capital
adequacy.

The Federal Reserve Board has adopted a system using risk-based capital adequacy guidelines to evaluate
the regulatory capital adequacy of financial holding companies. The guidelines apply on a consolidated
basis to financial holding companies with consolidated assets of at least $150 million. Under the risk-based
capital guidelines, different categories of assets are assigned to different risk categories based generally on
the perceived credit risk of the asset. The risk weights of the particular category are multiplied by the
corresponding asset balances and added together to determine a risk-weighted asset base. Some off-
balance sheet items, such as loan commitments in excess of one year, mortgage loans sold with recourse
and letters of credit, are added to the risk-weighted asset base by converting them to a credit equivalent
and assigning them to the appropriate risk category. For purposes of the Federal Reserve Board’s
regulatory risk-based capital guidelines, total capital is defined as the sum of core and secondary capital
elements, with secondary capital being limited to 100% of core capital. For financial holding companies,




core capital, also known as Tier 1 capital, generally includes common shareholders’ equity, perpetual
preferred stock and minority interests in consolidated subsidiaries, less goodwill and other intangible
assets. No more than 25% of core capital elements may consist of cumulative preferred stock. Secondary
capital, also known as Tier 2 capital, generally includes the allowance for loan losses limited to 1.25% of
weighted risk assets, certain forms of perpetual preferred stock, as well as hybrid capital instruments. The
Federal Reserve Board’s regulatory guidelines require a minimum ratio of qualifying total capital to
weighted risk assets of 8%, of which at least 4% should be in the form of core capital. At December 31,
2005, our core capital was $56.7 million.

In addition to the risk-based capital gnidelines, the Federal Reserve Board, the Federal Deposit Insurance
Corporation and the Comptroller of the Currency use a leverage ratio as an additional tool to evaluate
capital adequacy. The leverage ratio is defined by the Federal Reserve Board to be a company’s core
capital divided by its average total consolidated assets, and the Comptroller of the Currency’s and Federal
Deposit Insurance Corporation’s definitions are similar. Based upon our current capital status, the
applicable minimum required leverage ratio is 4%.

The table below presents certain capital ratios at December 31, 2005.

Minimum
Ratio Actual required
Total capital to risk weighted assets ................... ... ... 12.72%  8.00%
Core capital to risk weighted assets. .. ... .. c..ovvviiiii e, 11.60%  4.00%
Core capital t0 average assets. .. ...vvvrvnreenneeanneraneennnn. 8.42%  4.00%

Failure to meet the regulatory capital guidelines may result in the initiation by the Federal Reserve Board
of appropriate supervisory or enforcement actions, including but not limited to delaying or denying
pending or future applications to acquire additional financial or bank holding companies.

Sarbanes-Oxley Act

The Sarbanes-Oxley Act (the Act), signed into law in 2002, addresses issues related to corporate
governance of publicly traded companies. The Act requires, among other items, certification of the quality
of financial reporting by the Chief Executive Officer and Chief Financial Officer, enhanced and timely
disclosure of financial reporting and strengthens the rules regarding auditor and audit committee
independence. Certain provisions of the Act were effective immediately and others became effective or are
in process of becoming effective through Securities and Exchange Commission rules. As of the end of fiscal
year 2007, the Company expects to be subject to all provisions of the Act and anticipates increased future
expenditures in order to comply with the provisions of the Act.

The Banks
General

We own two national chartered banks. TeamBank, N.A. and Colorado National Bank, as national banks,
are subject to regulations by the Office of the Comptroller of the Currency. The deposits of the banks are
insured by the Federal Deposit Insurance Corporation.

Community Reinvestment Act (CRA)

Under the federal Community Reinvestment Act, financial institutions have a continuing and affirmative
obligation, consistent with safe and sound operations of such institutions, to serve the “convenience and
needs” of the communities in which they are chartered to do business, including low and moderate-income
neighborhoods. The Community Reinvestment Act currently requires that regulators consider an

10




applicant’s Community Reinvestment Act record when evaluating certain applications, including charters,
branches, and relocations, as well as mergers and consolidations. The applicable federal regulators
regularly conduct Community Reinvestment Act examinations to assess the performance of financial
institutions and assign one of four ratings to the institution’s records of meeting the credit needs of its
community. During their last examinations, ratings of at least satisfactory were received by all of our banks.
As a result, management believes that the performance of our banks under the Community Reinvestment
Act will not impede regulatory approvals of any proposed acquisitions or branching opportunities.

Dividend Restrictions

Dividends paid by our banks to the holding company provide a substantial amount of our operating and
investing cash flow. During 2005, our subsidiary banks paid $5,730,000 in dividends to the holding company
and could have paid an additional $1,200,000 without prior regulatory approval.

With respect to national banks, the directors may declare dividends of as much of the bank’s undivided
profits as they deem expedient, except until the bank’s surplus fund equals its common capital at which
time, no dividends may be declared unless the bank has carried to the surplus fund at least one-tenth of the
bank’s net income of the preceding half year in the case of quarterly or semiannual dividends, or at least
one-tenth of its net income of the preceding two consecutive half-year periods in the case of annual
dividends. However, the Comptroller of the Currency’s approval is required if the total of all dividends
declared by a bank in any calendar year exceeds the total of its net income of that year combined with its
retained net income of the preceding two years, less any required transfers to surplus or a fund for the
retirement of any preferred stock.

Examinations

The primary federal banking regulators examine our banks from time to time. Based upon an evaluation,
the examining regulator may revalue a bank’s assets and require that it establish specific reserves to
compensate for the difference between the value determined by the regulator and the book value of the
assets.

Capital Adequacy

The Federal Deposit Insurance Corporation and the Comptroller of the Currency have adopted
regulations establishing minimum requirements for the capital adequacy of insured institutions. The
requirements address both risk-based capital and leverage capital, with risk-based assets and core and
secondary capital being determined in basically the same manner as described above for financial holding
companies. The Federal Deposit Insurance Corporation or the Comptroller of the Currency may establish
higher minimum requirements if, for example, a bank has previously received special attention or has a
high susceptibility to interest rate risk.

The Comptroller of the Currency risk-based capital guidelines require national banks to maintain a
minimum ratio of total capital, after deductions, to weighted risk assets of 8%, and national banks and
state nonmember banks must have and maintain core capital in an amount equal to at least 3% of adjusted
total assets; but for all but the most highly rated banks, the minimum core leverage ratio is to be 3% plus
an additional cushion of at least 100 to 200 basis points. The applicable guideline for TeamBank, N.A. and
Colorado National Bank is 4%.
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The table below presents the regulatory capital ratios of TeamBank N.A. and Colorado National Bank at
December 31, 2005.

TeamBank, N.A. Colorado National Bank

: Minimum Minimum

Ratio Actual Required Actual Required
Total capital to risk weighted assets ... 12.18% 8.00% 13.34% 8.00%
Core capital to risk weighted assets.... 11.05% 4.00% 12.31% 4,00%
Core capital to average assets. ........ 8.16% 4.00% 8.04% 4.00%

Banks with regulatory capital ratios below the required minimum are subject to administrative actions,
including the termination of deposit insurance upon notice and hearing, or a temporary suspension of
insurance without a hearing in the event the institution has no tangible capital.

The Federal Deposit Insurance Corporation and Comptroller of the Currency regulators have adopted
regulations that define five capital levels: well capitalized, adequately capitalized, undercapitalized,
severely undercapitalized and critically undercapitalized. An institution is critically undercapitalized if it
has a tangible equity to total assets ratio that is equal to or less than 2%. An institution is well capitalized if
it has a total risk-based capital ratio of 10% or greater, core risk-based capital ratio of 6% or greater, and a
leverage ratio of 5% or greater, and the institution is not subject to an order, written agreement, capital
directive, or prompt corrective action directive to meet and maintain a specific capital level for any capital
measure. An institution is adequately capitalized if it has a tota] risk-based capital ratio of 8% or greater, a
core risk-based capital ratio of 4% or greater, and a leverage ratio of 4% or greater. Currently, our banks
are well capitalized.

The Federal Deposit Insurance Corporation Improvement Act requires the federal banking regulators to
take prompt corrective action to resolve the problems of insured depository institutions, including capital-
deficient institutions. In addition to requiring the submission of a capital restoration plan, the Federal
Deposit Insurance Corporation Improvement Act contains broad restrictions on activities of institutions
that are not adequately capitalized involving asset growth, acquisitions, branch establishment, and
expansion into new lines of business. With limited exceptions, an insured depository institution is
prohibited from making capital distributions, including dividends, and is prohibited from paying
management fees to control persons if the institution would be undercapitalized after any distribution or
payment.

As an institution’s capital decreases, the powers of the federal regulators become greater. A significantly
undercapitalized institution is subject to mandated capital raising activities, restrictions on interest rates
paid and transactions with affiliates, removal of management, and other restrictions. The regulators have
limited discretion in dealing with a critically undercapitalized institution and are virtually required to
appoint a receiver or conservator if the capital deficiency is not promptly corrected.

Real Estate Lending Evaluations

The federal regulators have adopted uniform standards for evaluations of loans secured by real estate or
made to finance improvements to real estate. Banks are required to establish and maintain written internal
real estate lending policies consistent with safe and sound banking practices and appropriate to the size of
the institution and the nature and scope of its operations. The regulations establish loan to value ratio
limitations on real estate loans, which generally are equal to or greater than the loan to value limitations
established by our banks.
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Deposit Insurance Premiums

Deposits of our banks are insured up to the regulatory limit by the FDIC and are subject to deposit
assessments. The assessment schedule for banks ranges from 0 to 27 cents per $100 of deposits, based on
capital and supervisory factors. The banks’ insured deposits are subject to assessment payable to the Bank
Insurance Fund. An institution’s assessment is based on the assignment of the institution by the Federal
Deposit Insurance Corporation to one of three capital groups and to one of three supervisory subgroups.
The capital groups are well capitalized, adequately capitalized and undercapitalized. The three supervisory
subgroups are Group A, for financially solid institutions with only a few minor weaknesses, Group B, for
those institutions with weaknesses which, if uncorrected could cause substantial deterioration of the
institution and increase the risk to the deposit insurance fund, and Group C, for those institutions with a
substantial probability of loss to the fund absent effective corrective action. Currently, both of our banks
are in Group A.

Interstate Banking Legislation

The Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994, which became effective
September 1995, eliminated many of the historical barriers to the acquisition of banks by out-of-state
financial holding companies. This law facilitates the interstate expansion and consolidation of banking
organizations by permitting: (1) financial holding companies that are adequately capitalized and managed,
subject to certain limitations, to acquire banks located in states outside their home states regardless of
whether acquisitions are authorized under the laws of the host state; (2) the interstate merger of banks
after June 1, 1997, subject to the right of individual states either to pass legislation providing for earlier
effectiveness of mergers or to opt out of this authority prior to that date; (3) banks to establish new
branches on an interstate basis provided that this action is specifically authorized by the laws of the host
state; (4) foreign banks to establish, with approval of the appropriate regulators in the United States,
branches outside their home states to the same extent that national or state banks located in that state
would be authorized to do so; and (5) banks to receive deposits, renew time deposits, close loans, service
loans and receive payments on loans and other obligations as agent for any bank or thrift affiliate, whether
the affiliate is located in the same or different state.
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Item 1A. Risk Factors
Set forth below are material risks we face in the operation of our business.

Changing regulatory structure—Industry regulators such as the Federal Reserve, the Comptroller of the
Currency and the Federal Deposit Insurance Corporation may modify current regulations applicable to
our operations. Additionally, future changes in legislation, including legislation governing publicly traded
companies could impact our operations. We cannot predict the impact of implementing any future
regulatory changes on the results of our operations or financial condition.

Monetary policy and economic environment—The policies of regulatory authorities, including the
monetary policy of the Federal Reserve, have a significant effect on the operating results of financial
holding companies and their subsidiaries. Among the means available to the Federal Reserve to affect the
money supply are open market operations in U.S. Government securities, changes in the discount rate on
member bank borrowings, and changes in reserve requirements against member bank deposits. These
means are used in varying combinations to influence overall growth and distribution of bank loans,
investments and deposits, and their use may affect interest rates charged on loans or paid on deposits.

The Federal Reserve’s monetary policies have materially affected the operating results of commercial
banks in the past and are expected to continue to do so in the future. The nature of future monetary
policies and the effect of these policies on our business and earnings cannot be predicted.

Our growth strategy involves operating and acquisition risks that may negatively impact our profits—We
face risks in our growth strategy, including the risks that we will be unable to expand our business through
the acquisition of other financial institutions or bank branches or by internal growth, including the opening
of new branch offices. Our ability to grow profitably through the opening of new branches involves risks
that the growth depends primarily on our ability to identify attractive markets and acquire or establish
branch locations in those markets at reasonable costs. In addition, we must attract the necessary deposits
and generate sound loans in those markets.

Acquiring other financial institutions or bank branches involves these same risks, as well as additional risks,
including:

¢ adverse change in the results of operations of the acquired entities;

¢ unforeseen liabilities or asset quality problems of the acquired entities;
o greater than anticipated costs of integrating acquisitions;

» adverse personnel relations;

e loss of customers; and

¢ deterioration of local economic conditions.

The risks discussed above may inhibit or restrict our strategy to grow through acquisition and branch
expansion, and may negatively impact our revenue growth and ultimately reduce profits.

If we are unable to successfully integrate acquisitions, our earnings could decrease—In connection with
our acquisitions of other banks, bank branches or other financial service providers, we face risks in
integrating and managing these businesses. We have a history of growth through acquisitions and plan to
continue this strategy. To integrate an acquisition operationally, we must:

» centralize and standardize policies, procedures, practices, and processes;

¢ combine employee benefit plans;




¢ implement a unified investment policy and adjust the combined investment portfolio to comply with
the policy;

¢ implement a unified loan policy and confirm lending authority;
o implement a standard loan management system; and
¢ implement a loan loss reserve policy.

Integrating acquisitions may detract attention from our day-to-day business and may result in unexpected
costs.

Once an acquired business is integrated, our future prospects will be subject to a number of risks,
including, among others:

e our ability to compete effectively in new market areas;

e our successful retention of earning assets, including loans acquired in acquisitions;
* our ability to generate new earning assets;

¢ our ability to attract deposits;

¢ our ability to achieve cost savings. Historically, we have not implemented wholesale cost cutting
after acquisitions, preferring to adjust operational costs on an ongoing basis in order to preserve
market share and each acquired entity’s standing in its community; and

¢ our ability to attract and retain qualified management and other appropriate personnel.

An inability to manage these factors may have a material adverse effect on our financial condition and
results of operations.

Our growth may require us to raise additional capital in the future, but sufficient capital may not be
available when it is needed—We are required by federal and state regulatory authorities to maintain
adequate levels of capital to support our operations. We anticipate that our existing capital resources will
satisfy our immediate foreseeable capital requirements. However, to the extent that we further expand our
asset base, primarily through loan growth, we will be required to support this growth by increasing our
capital. Accordingly, we may need to raise additional capital in the future to support continued asset
growth.

Our ability to raise additional capital to support future loan growth will depend on conditions in the capital
markets, which are outside of our control, and on our financial performance. Accordingly, we cannot
assure our ability to raise additional capital when needed or on economical terms. If we cannot raise
additional capital when needed, we will be subject to increased regulatory supervision and the imposition
of restrictions on our growth and our business. Also, these restrictions could negatively impact our ability
to further expand our operations through acquisitions or the establishment of additional branches and
result in increases in operating expenses and reductions in revenues that would negatively affect our
operating results.

We rely heavily on our management team, and the unexpected loss of key managers may adversely affect
our operations—Much of our success to date has been influenced strongly by our ability to attract and
retain senior management experienced in banking and financial services. Our ability to retain executive
officers, the current management teams and loan officers of our operating subsidiaries will continue to be
important to the successful implementation of our strategies. It is also critical to be able to attract and
retain qualified additional management and loan officers. The unexpected loss of services of any key
management personnel, or the inability to recruit and retain qualified personnel in the future, could have
an adverse effect on our business, financial condition and results of operations.
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We may not be able to successfully implement our strategy to enter new markets—QOur strategic plan
includes expansion into growing markets by acquisition or by establishing new offices. Expansion requires a
significant expenditure of capital in order to prepare the facilities for operation and additional expense in
order to staff these new facilities. As our new offices mature and grow, we are able to spread our overhead
costs over a broader asset base. While our new offices are generating loan activity consistent with our
expectations, we may encounter unanticipated difficulties that could adversely affect future profitability. In
addition, we cannot ensure that we will be able to operate and manage our operations in new markets
successfully or recover our initial capital investment in these operations. To the extent that we expand, we
may experience the negative effects of higher operating expenses relative to operating income from the
new offices.

We may not be successful in implementing our internal growth strategy due to numerous factors, which
would negatively affect earnings—We intend to continue pursuing an internal growth strategy, the success
of which is subject to our ability to generate an increasing level of loans and deposits at acceptable risk
levels without corresponding increases in non-interest expenses. We may not be successful in our internal
growth strategies due to competition, delays, and other impediments resulting from regulatory oversight,
lack of qualified personnel, scarcity of branch sites or deficient site selection of bank branches. In addition,
the success of our internal growth strategy will depend on maintaining sufficient regulatory capital levels
and on positive economic conditions in our primary market areas.

We face intense competition in all phases of our business from other banks and financial institutions—
We compete for deposits with a large number of depository institutions including commercial banks,
savings and loan associations, credit unions, money market funds and other financial institutions and
financial intermediaries serving our operating areas. Principal competitive factors with respect to deposits
include interest rates paid on deposits, customer service, convenience, and location.

We compete for loans with other banks located in our operating areas, with loan production offices of
large banks headquartered in other states, as well as with savings and loan associations, credit unions,
finance companies, mortgage bankers, leasing companies and other institutions. Competitive factors with
respect to loans include interest rates charged, customer service and responsiveness in tailoring financial
products to the needs of customers.

We face significant competition from other financial institutions in making any potential acquisitions.
Many of our acquisition competitors have substantially greater monetary resources than we do, as well as
the ability to issue marketable equity securities with significantly greater value than we can to pay for part
or all of the purchase price. Many of the entities that we compete with are substantially larger in size, and
many non-bank financial intermediaries are not subject to the regulatory restrictions applicable to our
bank subsidiaries.

Our allowance for loan losses may prove to be insufficient to absorb losses in our loan portfolio—We
establish an allowance for loan losses in consultation with management of our bank subsidiaries and
maintain it at a level considered adequate by management to absorb loan losses that are inherent in our
loan portfolio. The amount of future loan losses is susceptible to changes in economic, operating and other
conditions, including changes in interest rates that may be beyond our control and these losses may exceed
current estimates. Although management believes that our allowance for loan losses is adequate to absorb
losses on any existing loans that may become uncollectible, we cannot predict loan losses with certainty,
and we cannot ensure that our allowance for loan losses will prove sufficient to cover actual loan losses in
the future. Loan losses in excess of our allowance for loan losses may adversely affect our business,
financial condition and results of operations.

If economic conditions in general and in our primary market areas deteriorate, our revenues could
decrease—Our financial results may be adversely affected by changes in prevailing economic conditions,
including declines in real estate values, changes in interest rates which cause a decrease in interest rate
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spreads, adverse employment conditions and the monetary and fiscal policies of the federal government.
Because we have a significant amount of real estate loans, declines in real estate values could adversely
affect the value of property used as collateral.

In addition, substantially all of our loans are to individuals and businesses in suburban Kansas City,
Eastern Kansas, Western Missouri, the Colorado Springs metropolitan area, and the Omaha, Nebraska
metropolitan area. Any decline in the economy of these market areas could have an adverse impact on our
revenues. There can be no assurance that positive trends or developments discussed in this report will
continue or that negative trends or developments will not have significant downward effects on our
revenues.

Our business is subject to credit risks, which may adversely affect our earnings—Our loan customers may
not repay their loans according to their terms, and collateral securing their loans, if any, may not have a
value equal to amounts owed under their loans. Should the economic climate deteriorate, borrowers may
experience difficulty in repaying their loans, and the level of non-performing loans, charge-offs, and
delinquencies could rise and require further increases in the provision for loan losses which would cause
our net income to decline.

Forward-Looking Statements

Certain statements contained in this Annual Report on Form 10-K, which are not statements of historical
fact, constitute forward-looking statements within the meaning of the Private Securities Litigation Reform
Act (the Act), including, without limitation, the statements specifically identified as forward-looking
statements within this document. In addition, certain statements in our future filings with the Securities
and Exchange Commission, press releases or oral and written statements made by or with our approval,
which are not statements of historical fact, constitute forward-looking statements within the meaning of
the Act. Examples of forward-looking statements include, but are not limited to: (i) projections of revenue,
income or loss, earnings or loss per share, the payment or nonpayment of dividends, capital structure and
other financial items, (ii) statements of plans and objectives of the Company’s, management or board of
directors, including those relating to products or services, (iii) statements of future economic performance
and (iv) statements such as “anticipates”, “expects”, “intends”, “plans”, “targets”, and similar expressions
are intended to identify forward-looking statements but are not the exclusive means of identifying such
statements.

Forward-looking statements involve risks and uncertainties, which may cause actual results to differ
materially from those in such statements. Factors that could cause actual results to differ from those
discussed in the forward-looking statements include, but are not limited to: (i) the strength of the U.S.
economy in general and the strength of the local economies in which operations are conducted; (ii) the
effects of and changes in trade, monetary and fiscal policies and laws, including interest rate policies of the
Federal Reserve Board; (iii) inflation, interest rates, market and monetary fluctuations; (iv) the timely
development of and acceptance of new products and services and perceived overall value of these products
and services by users; (v) changes in consumer spending, borrowing, and savings habits; (vi) technological
changes; (vii) acquisitions and our ability to assimilate them; (viii) the ability to increase market shares and
control expenses; (ix)the effect of changes in laws and regulations (including laws and regulations
concerning taxes, banking, and securities) with which we must comply; (x) the effect of changes in
accounting policies and practices, as may be adopted by the regulatory agencies as well as the Financial
Accounting Standards Board, (xi) changes in our organization, compensation, and benefits plans; (xii) the
costs and effects of litigation and of unexpected or adverse outcomes in such litigation; (xiii) the risks
discussed above under “Item 1A. Risk Factors” and (xiv) our success at managing risks involved in the
foregoing. '
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Such forward-looking statements speak only as of the date on which such statements are made, and we
undertake no obligation to update any forward-looking statement to reflect events or circumstances after
the date on which such statement is made to reflect the occurrence of unanticipated events.

Item 1B. Unresolved Staff Comments

None.




Item 2.  Properties

The table below presents property information concerning our offices at December 31, 2005.

Name and Address of Office

Team Financial, InC.. ......... ... .. e

8 West Peoria
Paola, Kansas 66071

TeamBank, N.A., Paola Branch (Main Office) .................

1 South Pearl
Paola, Kansas 66071

Team Bank, N.A., East Bank, PaoclaBranch ...................

1515 Baptiste Drive
Paola, Kansas 66071

TeamBank, N.A,,DeSotoBranch ................... ... .....

34102 Commerce Drive
DeSoto, Kansas 66018

TeamBank, N.A.,, LamarBranch .............................

1011 Guilf Street
Lamar, Missouri 64759

TeamBank, NA,,NevadaBranch ............................

201 East Cherry
Nevada, Missouri 64772

TeamBank, N.A., Osawatomie Branch........................

6th and Brown
Osawatomie, Kansas 66064

TeamBank, N.A.,OttawaBranch. .. ..........................

421 South Hickory
Ottawa, Kansas 66067

TeamBank, N.A,, Spring Hill Branch ...................... ...

22330 Harrison Street
Spring Hill, Kansas 66083

TeamBank, NA,IolaBranch........... ... cooiiiiiii ...

119 East Madison
Iola, Kansas 66749

TeamBank, N.A., Parsons Branch (including drive in). ..........

1902 Main
Parsons, Kansas 66357

TeamBank, N.A,, Prairie Village Branch ......................

5206 West 95th Street
Prairie Village, Kansas 66207
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(eret  Expation | Fachit
Owned NA 5,000
Owned NA 17,951
Owned NA 9,630
Owned NA 6,800
Leased 2006 2,650
Owned NA 16,000
Owned NA 4,756
Owned NA 8,000
Owned NA 2,800
Owned NA 13,768
Owned NA 11,000
Owned NA 3,602




. Square
Type of Lease Footage of

Name and Address of Office Interest  Expiration Facility
TeamBank, N.A., Omaha Branch (Main Office)......................... Leased 2007 4,679
1902 Harlan Drive
Bellevue, Nebraska 680035
TeamBank, N.A, Bellevue Branch . ... i Leased 2006 1,980
7001 South 36th
Bellevue, Nebraska 68147
TeamBank, N.A., Fort CalhounBranch................................ Owned NA 4,250

101 N. 14th Street
Fort Calhoun, Nebraska 68023

Colorado National Bank, Colorado Springs Branch (Main Office)......... Owned NA 7,859
3100 North Nevada Avenue
~ Colorado Springs, Colorado 80907

Colorado National Bank, Colorado Springs Branch...................... Owned NA 4,600
601 North Nevada Avenue
Colorado Springs, Colorado 80907

Colorado National Bank, MonumentBranch ............ ... ... ... ..... Owned NA 5,150
581 Highway 105
Monument, Colorado 80132

All of the leased properties are leased from unrelated third parties.

Item 3.  Legal Proceedings

On September 15, 2005, a summary judgment was entered against the Company and its subsidiaries by the
District Court of Douglas County, Nebraska in litigation that began in 2004 regarding a contract provision
in the Company’s 1999 acquisition of Ft. Calhoun State Bank, a wholly owned subsidiary of Ft. Calhoun
Investment Company (FCIC), now operated as part of TeamBank, N.A. The motion for summary
judgment was filed by plaintiff John C. Mitchell, acting on behalf of FCIC. The motion for summary
judgment was on the basis that the Company failed to provide Mitchell with quarterly interest payments
and status reports on one problem loan that had specific purchase contract provisions associated with it.
Mitchell sought relief of $170,000 plus interest accrued from March 24, 2000, the closing date of the
acquisition. Although this judgment is currently on appeal, it did result in a charge of $214,000 to other
non-interest expense in the third quarter of 2005. We do not anticipate that any interest that may be
accruing on this amount until the appeal is settled will be material to our financial position or operating
results. The Company does not believe that any other pending litigation to which we are a party will have a
material adverse effect on our liquidity, financial condition, or results of operations.

Item 4.  Submission of Matters to a Vote of Security Holders

There were no matters submitted to a vote of our security holders during the fourth quarter of 2005.




PART 11

Item 5. Market for Registrant’s Common Stock, Related Stockholder Matters and Issuer Purchases of
Equity Securities

Our common stock is traded on the Nasdaq National Market (“NASDAQ”) under the symbol “TFIN".

The following table sets forth, for the periods indicated, the amount of cash dividends paid on our common
stock and the high and low closing prices per share of our common stock as reported on the NASDAQ.

Dividends
Declared Common Stock
Quarter Ended per Share High Low
2005:
December 31,2005, ..o iii it e i $0.08 $15.16 $13.86
September 30,2005 ... ... 0.08 16.00 13.81
June 30,2005, . ... 0.08 15.00 13.35
March 31,2005 ... ... e e i e _0.08 15.05 12.33
D = O $0.32
2004: o
December 31,2004 ...t $0.08  $12.75 $10.80
September 30,2004 ... ... oo 0.08 12.00 10.50
June 30,2004, . ... e 0.08 12.40 11.77
March 31,2004 .. ..eon ettt 008 1315  12.00
D = S $0.32

At February 28, 2006 we had approximately 230 holders of record of our common stock; management
estimates that the number of beneficial owners is significantly greater.

The following table summarizes information about the shares of common stock we repurchased during the
fourth quarter of 2005.

Total Number of

Shares Purchased Maximum Number
Total Number as Part of of Shares That
of Shares Average Price Publicly Announced  May Yet Be Purchased

Period Purchased Paid per Share Program Under The Program
October 1-October31.............. 4,100 $15.21 4,100 377,130
November 1-November 30.......... — — — 377,130
December 1-December 31.......... — — — 377,130
Total ..o 4,100 $15.21 4,100

|
|

The Board of Directors approved a stock repurchase program, announced October 14, 2004, authorizing
the repurchase of up to 400,000 shares of our common stock. There is no expiration date on this program.

During 2005 we repurchased a total of 6,100 shares of our common stock under our stock repurchase
program at an average price of $15.30 per share. Pursuant to the repurchase plan authorized by the Board
of Directors, 377,130 shares of our common stock remain to be purchased under this program.

We have paid cash dividends on our common stock since 1987. Although we currently intend to continue
the payment of dividends, we cannot give any assurance that we will continue to pay or declare dividends
on our common stock in the future.
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Kansas law permits us to pay dividends on our common stock when we are solvent and when dividend
payments would not render us insolvent. Under Kansas law, dividends may be declared and paid only out
of the unsecured, unrestricted earned surplus of a corporation.

Our ability to pay cash dividends largely depends on the amount of cash dividends paid to us by our
subsidiary banks. Capital distributions, including dividends by financial institutions such as our subsidiary
banks, are subject to restrictions tied to the institutions’ earnings and capital. Payment of dividends on our
common stock depends on payment of dividends to us by our subsidiary banks. Generally, without prior
bank regulatory approval, the subsidiary banks cannot pay dividends during any calendar year in excess of
the sum of their earnings during that year and the two previous years, less any other distributions during
that period. At December 31, 2005, our subsidiaries could have paid additional dividends to Team '
Financial, Inc. of approximately $1,200,000 without prior regulatory approval.

The following table summarizes the securities authorized for issuance under our equity compensation
plans. We have nio equity compensation plans that have not been approved by our shareholders.

Equity Compensation Plan Information

(a) (b) ©
Number of securities
Weighted average remaining available for
Number of securities  exercise price of future issuance under

to be issued upon outstanding equity compensation
exercise of options, plans (excluding
outstanding options, warrants and securities reflected in
Plan category warrants and rights rights column (a))

Equity compensation plans approved by
security holders 304,850 $10.08 116,500




Item 6. Selected Financial Data

Years ended December 31
2005 2004 2003 2002 2001
(Dollars in thousands, except per share data)

Consolidated statement of operations data:

Interestincome ..........c.oviiieiniinen..n. $ 36609 $ 31975 $ 31579 § 37,113 § 39,968
Interest expense. . ..........veeviinninnnnnn 15,243 12,591 13,523 16,427 20,575
Netinterestincome . .......coviiennennnnn 21,366 19,384 18,056 20,686 19,393
Provision forloaniosses .. ..................... 820 1,465 1,790 1,434 1,435
Non-interest inCome . ......vvinrinninnnnenns 7,706 8,150 9,808 9,839 7,924
Non-interest expenses . .. ............. SN 23,230 22,051 21,674 21,964 20,886
Incometaxes ........ccoiniien i 944 222 958 2,418 1,462
Net income from continuing operations, net of tax . . 4,078 3,796 3,442 4,709 3,534
Net income (loss) from discontinued operations,

netoftax ... (108) (218) 350 3 —
NetinCoOme. ..o\ vvi ettt it ettt 3,970 3,578 3,792 4,706 3,534

Consolidated statements of financial condition data:
Totalassets .....oovvvi i 696,529 664,083 649,796 656,349 650,790
Loansreceivable .............. .. .o i, 420,181 378,771 348,095 340,986 357,080
Allowance for loanlosses ..........ovvivnninn. 5,424 4,898 4,506 4,611 4,392
Investment securities available forsale............ 190,409 191,842 220,230 224,052 204,651
Non-performing assets(1) . ............oovvnn.. 5,037 3,162 8,377 6,346 5,268
DEPOSItS .« v v vt e e 507,878 467,950 446,159 455,605 487,751
Long-term borrowings. . .........cov i 108,131 106,295 101,184 108,301 72,438
Subordinateddebt. ... ... ... i i i, 16,005 16,005 16,005 16,005 16,005
Stockholders’equity ........c.cooiiiinieini.. $ 53349 § 52854 $ 52404 $ 51,828 § 45370
Per common share:

Shares applicable to basic income per share. . ...... 4,038,097 4,060,587 4,095,903 4,145,820 3,989,098
Shares applicable to diluted income per share. ... .. 4,094,793 4,094,714 4,131,381 4,165,400 3,996,327

Basic income per share from continuing operations . $ 101 § 093 3 0.84 $ 1.14 § 0.89
Diluted income per share from continuing

Operations ......... ..ot 1.00 0.93 0.83 1.13 0.88
Basic income per share from discontinued

OPETAtioNS ..\ttt (0.03) (0.05) 0.09 — —
Diluted income per share from discontinued

operations .......... .. ... i (0.03) (0.05) 0.09 — —
Basicincome pershare ........................ 0.98 0.88 0.93 1.14 0.89
Diluted income pershare ...................... 0.97 0.87 0.92 1.13 0.88
Bookvaluepershare.......................... 13.22 13.10 12.78 12.62 10.86
Tangible book value pershare ............... ... 9.87 8.01 7.81 7.59 6.84
Dividends paid per common share ............... $ 032 $ 032 % 027 $ 022 $ 0.20
Dividend payoutratio . ................c.ounn.tn 32.65% 36.36% 29.03% 19.30% 22.47%

Key ratios:

Netinterest margin(2). . .........cooveeninnnnn 3.64% 3.49% 3.30% 3.76% 3.95%
Return on average assets. . ... ovvvrevrvnneenan.s 0.59% 0.55% 0.59% 0.71% 0.64%
Return on average stockholders’ equity . .......... 7.46% 6.84% 7.28% 9.57% 8.10%
Core risk based capitalratio . ................... 11.60% 10.70% 11.08% 11.00% 10.60%
Total risk based capital ratio. . .................. 12.72% 11.81% 12.16% 12.17% 11.72%
Leverageratio . ....... ..., 8.42% 7.43% 7.46% 6.88% 6.92%
Non-performing assets to total assets............. 0.72% 0.48% 1.29% 0.97% 0.81%
Non-performing loans to total loans. . ............ 1.09% 0.73% 2.09% 1.34% 1.04%
Allowance for loan losses to total loans . .......... 1.29% 1.29% 1.29% 1.35% 1.23%
Allowance for loan losses to non-performing loans . . 118.38% 177.85% 62.10% 100.76% '118.83%

(1) Includes loans 90 days or more delinquent and still accruing interest, non-accrual loans, restructured loans, and other
real estate owned.

(2) On atax equivalent basis using a federal tax rate of 34%.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Business Environment and Risk Factors

Management’s discussion and analysis should be read in conjunction with the audited Consolidated
Financial Statements contained within this report, including the Notes thereto. Our future operating
results may be affected by various trends and factors that are beyond our control. These include the factors
set forth in “Risk Factors” and “Forward-Looking Statements.” Accordingly, past results and trends may
not be reliable indicators of future results or trends. With the exception of historical information, the
matters discussed below include forward-looking statements that involve risks and uncertainties. We
caution readers that a number of important factors discussed in this report could affect our actual results
and cause actual results to differ materially from those in the forward-looking statements.

Overview

We are a financial holding company offering full-service community banking and financial services through
18 locations in Kansas, Missouri, Nebraska and Colorado through our wholly owned banking subsidiaries,
TeamBank N.A. and Colorado National Bank. Our presence in Kansas consists of seven locations in the
Kansas City metropolitan area and three locations in southeast Kansas. We operate two locations in
western Missouri, three in metropolitan Omaha, Nebraska, and three in the Colorado Springs, Colorado
metropolitan area. Our total assets over the past ten years have more than doubled, growing from
$260.3 million at January 1, 1996 to $696.5 million at December 31, 2005. The growth in assets and the
corresponding increase in earnings were achieved primarily through purchases of branches of large banks,
purchases of community banks, and branch expansions. Our branch expansion includes growth at existing
branches as well as the opening of new branches. Accompanying the acquisition growth were increased
operating expenses as well as increases in provisions for loan losses and amortization expense of intangible
assets related to acquisitions, and in some instances, issuance of our common stock in conjunction with the
acquisitions. Our experience is that it takes 12 to 18 months to realize meaningful net income
improvements from acquisitions due to our emphasis on retaining key employees rather than the
immediate implementation of cost reduction measures.

On February 25, 2005, we sold our interest in the insurance agency subsidiary. Financial information as of
and for the years ended December 31, 2005, 2004 and 2003 presents the assets, liabilities and operating
results of this subsidiary in discontinued operations.

At December 31, 2005 total assets were $696.5 million, an increase of $32.4 million, or 4.9%, from
$664.1 million at December 31, 2004, The increase in total assets was primarily due to an increase in loans
receivable of $41.4 million. The increase in loans was offset by a decrease in assets of discontinued
operations of $8.3 million. At December 31, 2004 total assets were $664.1 million, an increase of
$14.3 million, or 2.2%, from $649.8 million at December 31, 2003. The increase in total assets was
primarily due to an increase in cash and cash equivalents of $16.2 million as a result of an increase in
checking deposits. Loans increased $30.7 million, or 8.8%, from December 31, 2003 offset by a decrease in
investment securities of $28.4 million, or 12.9%.

Net income from continuing operations totaled $4.1 million for the year ended December 31, 2005 versus
$3.8 million for the year ended December 31, 2004. The increase of $300,000, or 7.9%, was primarily the
result of an increase in net interest income of $2.0 million, or 10.3%, a decrease in the provision for loan
losses of $645,000, or 44.0%, offset by a decrease in non-interest income of $444,000, or 5.4%, an increase
in non-interest expense of $1.2 million, or 5.4%, and an increase in income tax expense of $722,000, or
325.2%.

Net income from continuing operations totaled $3.8 million for the year ended December 31, 2004 versus
$3.4 million for the year ended December 31, 2003. The increase of $400,000, or 11.8%, was primarily the




result of an increase in net interest income of $1.3 million, or 7.2%, a decrease in the provision for loan
losses of $325,000, or 18.1%, and a decrease in tax expense of $736,000, or 76.8%, offset by a decrease in
non-interest income of $1.7 million, or 17.3%.

For the year ended December 31, 2005, discontinued operations resulted in a net loss of $108,000
compared to a net loss of $218,000 for the year ended December 31, 2004 and net income of $350,000 for
the year ended December 31, 2003. During the second quarter of 2005, a loss on the sale of the insurance
agency subsidiary of approximately $164,000 was recorded upon finalization of the selling price and is
presented, net of the tax effect, in discontinued operations in the accompanying consolidated financial
statements. The sale was effective December 31, 2004 and, therefore, the operations of the insurance
subsidiary during 2005 were assumed by the new owners. Although no formal warranty or representation
claims have been presented, pursuant to the terms of the agreement, the buyer has until August 25, 2006 to
present any breach of warranty or representation claims. In the event that such claims are presented, their
ultimate outcome is not ascertainable at this time.

As a result of the sale, the operations related to the insurance agency subsidiary have been reclassified as
discontinued operations in the consolidated financial statements and notes to the consolidated financial
statements.

Critical Accounting Policies

Our accounting and reporting policies conform to accounting principles generally accepted in the United
States of America. In preparing the consolidated financial statements, management is required to make
estimates and assumptions that affect the reported amounts of assets and liabilities as of the date of the
statement of financial condition and revenues and expenses for the period presented. Actual results could
differ significantly from those estimates.

Allowance for Loan Losses

We establish allowances for loan losses. The provision for loan losses charged to operations is based on
historical loss experience, an evaluation of economic conditions and regular review of delinquencies and
loan portfolio quality. Based upon these factors, management makes various assumptions and judgments
about the ultimate collectibility of the loan portfolio and provides an allowance for probable loan losses
based upon a percentage of the outstanding balances and for specific loans if their ultimate collectibility is
considered questionable. Since certain lending activities involve greater risks, the percentage applied to
specific loan types may vary. The allowance provided is subject to review by our regulators. Management
believes that the allowance is adequate for probable loan losses inherent in the loan portfolio. While
management uses available information to provide appropriate allowances for inherent losses on loans,
future additions to the allowance may be necessary based on borrowers’ circumstances and changes in
economic conditions.

Impairment of Goodwill Analysis

The provisions of Statement of Financial Accounting Standards No. 142, Goodwill and Other Intangible
Assets (SFAS 142), require that goodwill be evaluated for impairment annually or more frequently if
conditions indicate impairment may have occurred. The evaluation of possible impairment of intangible
assets involves judgment based upon short-term and long-term projections of future performance. The
Company has completed its most recent evaluation of goodwill of continuing operations and determined
that no impairment exists for the year ended December 31, 2005. Net loss from discontinued operations
included an impairment of goodwill of $174,000 during the year ended December 31, 2004 as a result of
the annual impairment testing and the sale of the insurance agency. There was no impairment of goodwill
in 2003.

25




Analysis of the Results of Operations
Net Interest Income from Continuing Operations

Our income is derived primarily from net interest income, which is the difference between interest income,
principally from loans, investment securities, federal funds sold, and interest bearing deposits, and interest
expense, principally on customer deposits and other borrowings. Changes in net interest income result
from changes in volume and interest rates earned and expensed. Volume refers to the average dollar levels
of interest-earning assets and interest-bearing liabilities.

The following tables set forth the average balances of interest-earning assets and interest-bearing liabilities
associated with continuing operations, as well as the amount of interest income or interest expense from
continuing operations and the average rate for each category of interest-earning assets and interest-bearing
liabilities on a tax-equivalent basis assuming a 34% tax rate for the periods indicated.

Year ended Year ended Year ended
December 31, 2005 December 31, 2004 December 31, 2003
Average Average Average Average Average Average
Balance Interest Rate Balance Interest Rate Balance Interest Rate

(Dollars in thousands)
Interest earning assets:
Loans receivable, net(1)(2)(3) .. $403,234 $27,778 6.89% $365587 $23,308 6.38% $341,782 $23,189 6.79%

Investment securities-taxable ... 165,320 7352 445% 176,571 7,364  4.17% 195,185 7,144  3.66%
Investment securities-

nontaxable(4) ............. 30,135 1,968  6.53% 31,765 2,064  6.50% 27,590 1,971 7.14%
Federal funds sold and interest-

bearing deposits ........... 9,367 266 2.84% 5,227 54  1.03% 10,743 107 1.00%
Otherassets. . ............... 480 45  9.38% 480 46  9.58% 480 45  9.38%

“r

Total interest earning assets . . $608,536 $37,409  6.15% $579,630 $32,836 5.67% $575,780 $32,456 5.64%

Interest bearing liabilities:
Savings deposits and interest
bearing checking . . ......... $181,265 § 1,973 1.09% $184916 $ 1,275 0.69% $178,199 $ 1,357 0.76%
Time deposits ............... 226,889 6,823  3.01% 198,123 4,630 234% 203,452 5392 2.65%
Federal funds purchased and
securities sold under

agreements to repurchase . . . . 5,347 136  2.54% 10,481 143 1.36% 5,647 49  0.87%
Notes payable and Federal
Home Loan
Bank advances. . ............. 112,946 4,758  421% 115,205 4990 4.33% 116,572 5172 4.44%
Subordinated debentures . . . . .. 16,005 1,553 9.70% 16,005 1,553 9.70% 16,005 1,553 9.70%
Total interest bearing
liabilities ............... $542,452 $15243  2.81% $524,730 $12,591 240% $519,875 §$13,523 2.60%
Net interest income
(tax equivalent).............. $22,166 $20,245 $18,933
Interest rate spread. ............ 3.34% 3.27% 3.04%
Net interest earning assets . ... ... $ 66,084 $ 54,900 $ 55,905
Net interest margin(4) .......... 3.64% 3.49% 3.29%

Ratio of average interest bearing
liabilities to average interest
earning assets ... ............ 89.14% 90.53% 90.29%

(1) Loans are net of deferred fees.
(2) Non-accruing loans are included in the computation of average balances.

(3) Interest income includes loan fees. These fees for the years ended December 31, 2005, 2004, and 2003 were $1,230,000,
$967,000, and $989,000, respectively.

(4) Yield is adjusted for the tax effect of tax-exempt securities. The tax effects for the years ended December 31, 2005, 2004, and
2003 were $800,000, $861,000, and $877,000, respectively.




Net interest margin increased to 3.64% for the year ended December 31, 2005 as compared to 3.49% and
3.29% for the years ended 2004 and 2003, respectively. The increase in net interest margin resulted from
higher average rates earned on interest-earning assets than average rates paid on interest-bearing
liabilities.

Total interest income on a tax equivalent basis from continuing operations for 2005 was $37.4 million,
representing an increase of $4.6 million, or 14.0%, from $32.8 million for 2004. The increase was primarily
the result of a $4.5 million increase in interest income on loans receivable.

Interest income on loans receivable increased due to a 51 basis point increase in the average yield on the
loans receivable to 6.89% in 2005 from 6.38% in 2004, coupled with an increase of $37.6 million in the
average loan receivable balance to $403.2 million in 2005 from $365.6 million in 2004. The increase in the
yield of loans receivable reflects the increase in the rates applied to loans that re-priced in 2005 as required
by the notes’ terms and the pricing of newly originated loans at higher rates.

The average yield on taxable investment securities increased 28 basis points from 4.17% in 2004 to 4.45%
in 2005, contributing to a $500 thousand increase in interest income. Offsetting the increase in interest
income due to higher yields was a decrease in average balances of approximately $11.3 million, resulting in
a decrease in interest income of approximately $500 thousand. However, the net decrease in interest
income as a result of the higher average yield and lower average balance was $12 thousand.

Total interest expense from continuing operations was $15.2 million for 2005, a $2.6 million, or 20.6%,
increase from $12.6 million in 2004. The increase was primarily related to the increase in average rates
paid on time deposits to 3.01% in 2005 from 2.34% in 2004, representing a 67 basis point increase. An
increase of approximately $28.8 million in the average balances of time deposits as a result of branch CD
promotions also contributed to a $673 thousand increase in interest expense. Additionally, the average
rates paid on interest bearing savings and checking deposits increased from 0.69% in 2004 to 1.09% in
2005, an increase of 40 basis points.

As a result of the changes described above, net interest income on a tax equivalent basis from continuing
operations increased to $22.2 million during 2005, representing an increase of $2.0 million, or 9.9%,
compared to $20.2 million in 2004.

Although interest income on loans receivable remained consistent for the year ended December 31, 2004
compared to the year ended December 31, 2003, the average yield on loans receivable decreased 41 basis
points to 6.38% from 6.79% in 2003. This was offset with an increase of $23.8 million in the average loan
receivable balance to $365.6 million in 2004 from $341.8 million in 2003. The decrease in the yield of loans
receivable reflects the decrease in the rates applied to loans that re-priced in 2004 as required by the notes’
terms or were refinanced by customers at lower rates.

Interest income from taxable investment securities was $7.4 million during 2004, an increase of $300,000,
or 4.2%, from 2003 of $7.1 million. The average yield on taxable investment securities increased 51 basis
points to 4.17% in 2004 from 3.66% in 2003 due to increases in interest rates experienced in the market.
This was offset by a decrease of $18.6 million in the average balances of taxable investment securities. Cash
flow from the reduction of investment securities was redirected to fund loan growth.

Total interest expense from continuing operations was $12.6 million for 2004, a $900,000, or 6.67%,
decrease from $13.5 million in 2003. The decrease was primarily related to the decrease in average rate
paid on savings deposits and interest bearing checking balances to .69% in 2004 from .76% in 2003,
representing a 7 basis point decrease, and to the decrease in average rate paid on time deposits to 2.34% in
2004 from 2.65% in 2003, representing a 31 basis point decrease. The average balance of notes payable and
Federal Home Loan Bank advances decreased $1.4 million and the average rate on notes payable and
Federal Home Loan Bank advances decreased 11 basis points to 4.33% during 2004 from 4.44% during
2003.
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As a result of the changes described above, the net interest income from continuing operations, on a tax
equivalent basis, increased to $20.2 million during 2004, representing an increase of $1.3 million, or 6.9%,
compared to 2003 of $18.9 million.

The average rate paid on our 9.50% subordinated debentures, which we issued in third quarter 2001 in
connection with the sale by our wholly owned subsidiary, Team Financial Capital Trust I, of 9.50% Trust
Preferred Securities, was 9.70% for 2005, 2004 and 2003. The difference between the contractual amount
of 9.50% and the 9.70% reported interest rate is the amortization of debt issuance costs, which are
amortized over a 30-year period. The terms of the subordinated debentures allow us to redeem them in
whole or in part beginning August 10, 2006. Pursuant to the provisions of Financial Accounting Standards
Board Interpretation No. 46 Revised (FIN 46R), Consolidation of Variable Interest Entities, the Trust is not
consolidated in the financial statements.

The following table presents the components of changes in our net interest income from continuing
operations, on a tax equivalent basis, attributed to volume and rate. Changes in interest income or interest
expense attributable to volume changes are calculated by multiplying the change in volume by the prior
fiscal year’s average interest rate. The changes in interest income or interest expense attributable to
changes in interest rates are calculated by multiplying the change in interest rate by the prior fiscal year’s
average volume. The changes in interest income or interest expense attributable to the combined impact of
changes in volume and change in interest rate are calculated by multiplying the change in rate by the
change in volume.

Year ended December 31, 2005 Year ended December 31, 2004

Compared To Compared To
Year ended December 31, 2004 Year ended December 31, 2003
Increase (decrease) due to Increase (decrease) due to
Volume Rate Net Volume Rate Net
(In thousands) (In thousands)
Interest income:
Loans receivable, net(1)(2)(3) ...t $2,402 $2,068 $4470 31,615 $(1,496) $ 119
Investment securities-taxable .............. ... .. .. ... (469) 457 (12) (681) 901 220
Investment securities-nontaxable(4). . ................... (106) 10 (96) 298 (205) 93
Federal funds sold and interest-bearing deposits. . ......... 43 169 212 (55) 2 (53)
Otherassets. ...... ...ttt — 1 D — 1 1
Total interest income. . . ........itiiie i anen.n. 1,870 2,703 4573 1,177 (797) 380
Interest expense:
Savings deposits and interest bearing checking ............ 2% 723 698 51 (133) (82)
Time deposits. . ...t 673 1,526 2,193 (141) (621)  (762)
Federal funds purchased and securities sold under
agreementstorepurchase ........ ... ... ... (70) 63 (7) 42 52 94
Notes Payable and Federal Home Loan Bank Advances. . . .. (98) (134)  (232) (1) (121)  (182)
Subordinated debentures ......... ... ... il — — — — — —
Total interest eXpense .. .....cvvvniniiinenneinen... 480 2,172 2,652 (109) (823)  (932)
Net change in net interest income. . ................... $1,390 $ 531 $1,921 $1,286  $ 26 $1,312

(1) Loans are net of deferred fees.
(2) Non-accruing loans are included in the computation of average balances.

(3) Interest income includes loan fees. These fees for the years ended December 31, 2005, 2004, and 2003 were $1,230,000,
$967,000, and $989,000, respectively.

(4) Income is adjusted for the tax effect of tax-exempt securities. The tax effects for the years ended December 31, 2005,
2004, and 2003 were $800,000, $861,000, and $877,000, respectively.




Provision for Loan Losses

A provision for losses on loans is charged to earnings to bring the total allowance for loan losses to a level
considered appropriate by management based on historical loss experience, the volume and type of lending
conducted, the status of past due principal and interest payments, general economic conditions,
particularly as such conditions relate to our market areas, and other factors related to the collectibility of
our loan portfolio. After considering the above factors, management recorded a provision for loan losses
on loans totaling $0.8 million for the year ended 2005, $1.5 million for the year ended 2004 and
$1.8 million for the year ended 2003. The provision recorded for the year ended 2005 decreased from 2004
primarily as a result of the increased levels of loans secured by real estate which are secured by higher
collateral values, therefore, not necessitating large amounts of loan loss reserves.

Non-Interest Income from Continuing Operations

The following table sets forth non-interest income from continuing operations for the indicated periods.

Years ended December 31

2005 2004 2003
(In thousands)

ServiCe Charges . ... ..ovuuii i e e e $3,891  $3,952 $3,573
St e ottt e e 702 664 608
Brokerage service reVEMUE. . ... ... vttt ittt i 167 234 369
Gain on sales of mortgage [0ans. .. ..ot e 887 1,264 2,788
Gain (loss) on sales of investment securities .............c.ocoiieiievenan... (1) (50) 294
Mortgage servicing fees, net of amortization......... ... o it 248 290 329
Merchant processing fees. .. ..ot 65 188 186
ATM and debitcard fees. ... .o iiiit i i i e et et 444 368 318
Income from investment in bank owned life insurance ...................... 842 321 892
10 11 T3 461 419 451

Total NON-INtEreSt INCOME . . v vt v ettt ettt ettt e et $7,706 $8,150 $9,808

Non-interest income from continuing operations decreased $500 thousand during 2005 to $7.7 million,
compared to $8.2 million during 2004. The decrease was primarily the result of a $400 thousand, or 30%
decrease in gain on sales of mortgage loans as a result of the decrease in volume of loans refinanced and
originated and sold due to the continued decline in mortgage banking activity as a result of the higher
interest rate environment as compared to the interest rate environment of recent prior years. We do not
expect gain on sales of mortgage loans to increase materially unless interest rates decrease significantly.
Further decreases in gain on sales of mortgage loans could occur in the event that long-term interest rates
increase. Also contributing to the decrease was a $100 thousand, or 65%, decrease in merchant processing
fees from $188 thousand in 2004 to $65 thousand in 2005. The decrease in merchant processing fees was a
result of selling our merchant processing portfolio in the fourth quarter of 2004. Since the sale of the
portfolio, all merchant processing fee income is a result of a referral program with the vendor.

Non-interest income from continuing operations was $8.2 million for 2004, a $1.6 million, or 16.3%,
decrease from 2003. This decrease was primarily a result of a decrease of gain on sales of mortgage loans
of $1.5 million, or 53.6%. The decrease in gain on sales of mortgage loans was the result of the decrease in
volume of loans refinanced and originated and sold due to stabilizing interest rate environment
experienced during the year compared to previous years’ interest rate environments that were experiencing
declining interest rates. Service charges increased approximately $400,000 for the year ended 2004
compared to the year ended 2003 due to an increased volume of overdraft fees and other service charges.
Gain on sales of investment securities decreased approximately $300,000 for the year ended 2004
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compared to the year ended 2003 due to planned decisions to re-invest certain investments maintained in
our portfolio.

Non-Interest Expense from Continuing Operations

The following table presents non-interest expense for the indicated periods:

Years ended December 31

2005 2003 2003
(In thousands)

Salaries and employee benefits ...................... $11,406 $10,638 $10,927
Occupancy and eqUIPMENt . ... ..vveeernennvnneennn.. 2,759 2,765 2,495
Data processing. . ....covveiiiei i 2,851 2,528 2,190
Professional fees. . ...t vir it 1,348 1,179 1,090
Marketing .....oovie i e e e 378 355 267
SUPPLES . oot 322 378 381
Intangible asset amortization........................ 616 798 823
Disposal of branch assets .............ccvvvivennennn. — — 258
Other .ot e e 3,550 3,410 3,243

Total non-interest EXPenses .. ........oeeervveenenn. $23,230 $22,051 $21,674

Non-interest expense from continuing operations was $23.2 million for the year ended 2005, an increase of
$1.2 million, or 5.4%, compared to $22.1 million for the year ended 2004. Salaries and employee benefits
increased $768,000, or 7.2%, over the prior year primarily due to an increase in bonuses earned in 2005 of
approximately $634,000 as compared to 2004. Data processing expense increased approximately $323,000
due to increases in computer license expense and other computer support. Additionally, professional fees
increased $169,000, or 14.3%, primarily due to increased internal audit expenses. These increases were
offset by a decrease in intangible asset amortization of $182,000, or 22.8%, primarily due to a reduction of
the valuation allowance on mortgage servicing rights based on our valuation of the fair value of the
mortgage servicing assets.

Non-interest expense from continuing operations was $22.1 million for the year ended 2004, an increase of
$400,000, or 1.8%, compared to $21.7 million for the year ended 2003. Occupancy and equipment
increased approximately $300,000 during 2004 due to increased depreciation associated with two new
locations in Colorado, which were opened in the first and second quarters of 2004, and increased
maintenance and repair costs experienced in 2004 compared to 2003. Additionally, data processing
expense increased approximately $300,000 due to increases in computer license expense and other
computer support and increases resulting from converting the Colorado locations on to the core operating
system in June of 2003. These increases were offset by a decrease in salary and employee benefits of
approximately $300,000 and a decrease in disposal of branch assets of approximately $300,000 associated
with disposal of branch assets in 2003.

Income Tax Expense from Continuing Operations

We recorded income tax expense from continuing operations of $944,000 for the year ended 2005
compared to $222,000 for the year ended 2004, representing an increase of $722,000. The effective tax rate
from continuing operations for 2005 and 2004 was 18.8% and 5.5%, respectively. An increase in taxable
income contributed to the higher effective tax rate in 2005 compared to 2004. The lower effective tax rate
in 2004 was a result of approximately $165,000 due to the completion of the year ended December 31, 2003
income tax returns and the reconciliation of actual tax liabilities to those previously estimated in the tax
provision and approximately $291,000 due to the reversal of previously provided tax reserves from closed
tax years. Otherwise, the effective tax rate was less than the statutory federal rate of 34.0% in 2005 and




2004 primarily due to municipal interest income and non-taxable income from our investment in bank
owned life insurance.

Discontinued Operations

On February 25, 2005, we completed the sale of our insurance agency subsidiary, Team Insurance
Group, Inc. All of the issued and outstanding shares of the insurance agency subsidiary were sold to an
unaffiliated third party for total cash consideration of $6,836,000. Our investment in the subsidiary as of
February 25, 2005 was approximately $7,000,000. A loss on the sale of the subsidiary of approximately
$164,000 was recorded in the second quarter of 2005 upon finalization of the selling price and is presented,
net of tax, as loss from discontinued operations in the accompanying financial statements. The sale was
effective December 31, 2004 and, therefore, the operations of the insurance subsidiary during 2005 were
assumed by the new owners. Pursuant to the terms of the agreement, the buyer has until August 25, 2006
to present any breach of warranty or representation claims.

As a result of the sale, the insurance agency’s operations have been classified as a discontinued operation
in the consolidated financial statements.

Team Insurance Group, Inc. was purchased on December 18, 2002 and operated as a subsidiary until its
sale. Total consideration paid for the insurance agency when purchased in 2002 was $6,850,000. Cash of
$5,000,000 was paid at closing. Additional consideration of $1,850,000 plus interest was paid to the
previous owners because certain revenue contingencies were met during the years ended 2003 and 2004.

The following table presents the net assets of Team Insurance Group, Inc. as of December 31, 2004.

2004
(In thousands)
Cash ... e $ 1,033
Inve S M et . .o e e e e e e —
Premises and equipment, et ........vonut it 571
GoodWIll. . o o e e e s 5,514
Intangible assets, net of accumulated amortization .................... 1,039
L 71 15 - 107<) £ 125
Accrued expenses and other liabilities .. ............ ... .ot (1,282)
TOtal Mt ASSEES . oo vttt ettt et e e $ 7,000

The revenue contingencies discussed above for both 2003 and 2004 were achieved. Additional cash
consideration of $925,000 plus interest was paid to the previous owners during the first quarter of 2004 for
the 2003 fiscal year achievements and $925,000 was paid in the first quarter of 2005 for the 2004 fiscal year
achievements. The 2005 payment was accrued at December 31, 2004 and included in the payables of
TeamBank N.A. Goodwill increased by $1,850,000 during 2004 as a result of these contingent payments. In
compliance with annual impairment testing required by Financial Accounting Standards No. 142, Goodwill
and Other Intangible Assets, we recognized an impairment on goodwill of $174,000 during the fourth
quarter of 2004.

Included in intangible assets of discontinued operations at December 31, 2003 was a non-compete
agreement between an employee of Team Insurance Group,Inc. and Team Financial, Inc. of
approximately $159,000. Amortization expense was recognized during the year ended 2004 of
approximately $40,000, bringing the net book value of the non-compete agreement to approximately
$119,000. However, as a result of the sale of the insurance agency, the non-compete agreement was
written-off at December 31, 2004.
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Summarized results of operations related to the insurance agency are as follows for the years ended
December 31, 2004, and 2003.

For the years ended

__December31

2004 2003

(In thousands)
INSurance agency COMIMESSIONS . . . v . v v v vttt ttete et ee et eeatee e e aaeaer e $4,153  $4,454
Other iNCOME. .« .o e e e e 193 229
0] 721 5 TeTe) o U= A O OO 4,346 4,683
Salary and employee benefits ... 3,092 2,864
Occupancy and eqUIPMENt . ... ...ttt i e e e 338 274
Professional fees ... ... e 90 53
MaArKeting . . . . oottt e e e e 126 161
SUPpLiEs. . oo 39 58
Intangible asset amMOrtization ..........c. ettt e 170 175
GoodWill IMPAITTENT . . . ..\ ettt eeeanns 174 —
Intangible asset write-off . .. ... .. i 119 —
11 1<) 455 498
TOtal EXPEISES .« o v ettt t e et e e e e e 4,603 4,083
Net income (loss) from discontinued operations before income taxes ............... (257) 600
Income tax expense (benefit) ........ ... (39) 250
Net income (loss) from discontinued operations, netoftax ........................ $ (218) § 350

Comprehensive Income

Comprehensive income is the total of net income and other comprehensive income. Our other
comprehensive income is composed of the change in equity resulting from an increase or decrease in the
market value of our available for sale investment securities, due to the changes in interest rates, net of tax.

Comprehensive income was $1.7 million for the year ended 2005, a decrease of $1.0 million from
$2.7 million for the year ended 2004. The decrease was primarily the result of a $1.4 million decrease in
other comprehensive income as unrealized losses experienced during 2005 increased compared to the
unrealized losses experienced during 2004.

Comprehensive income was $2.7 million for the year ended 2004, an increase of $1.0 million from
$1.7 million for the year ended 2003. The increase was primarily the result of a $1.2 million increase in
other comprehensive income as unrealized losses experienced during 2004 decreased compared to the
unrealized losses experienced during 2003.

Analysis of Financial Condition
Overview

Total assets were $696.5 million at December 31, 2005, an increase of $32.4 million, or 4.9%, from
$664.1 million in total assets as of December 31, 2004. The increase in total assets was primarily due to an
increase in loans receivable of $41.4 million. This was offset by a decrease in assets of discontinued
operations of $8.3 million.

Total assets were $664.1 million at December 31, 2004, compared to $649.8 million as of December 31,
2003, an increase of $14.3 million, or 2.2%. The increase in total assets was primarily due to an increase in
cash and cash equivalents of $16.2 million. Loans increased approximately $30.7 million in 2004 compared
to 2003. This was offset by a decrease in investment securities of $28.4 million.




Loan Portfolio Composition

The following tables present the composition of our loan portfolio by type of loan at the dates indicated.

December 31
2005 2004 2003 2002 2001
Principal  Percent Principal  Percent Principal  Percent Principal  Percent Principal  Percent
Balance _of Total Balance_ _of Total Balance  of Total Balance _of Total Balance  _of Total

{Dollars in thousands)
Loans secured by
real estate
One to four family. ... $ 86,880 209% § 87,633 234% $ 93,711 273% $102,673 30.5% $125,666 35.6%
Construction and land

development . ... .. 80,918 19.5 49,388 13.2 43,748 12.7 38,717 11.5 29,154 8.3
Commercial. . ....... 136,318 329 122,007 326 103,568  30.2 84,751 252 61,203 173
Other.............. 36,738 8.9 17,781 4.8 15,161 4.4 13,891 4.1 18,877 5.4

Total ............ 340,854 822 276,809  74.0 256,188 746 240,032 714 234900 66.6

Commercial and

agricultural ... ...... 63,080 152 82,880 222 70,734 206 71,835 214 82,594 234
Installment and other. . . 17,176 4.1 19,863 5.3 21,819 6.4 29,716 8.8 40,211 114

GrossLoans . ....... 421,110 1015 379,561 101.5 348,741 101.5 341,583 101.5 357,705 1014
Less unearned fees . .. .. (929) (0.2 (790) _(0.2) (646) (0.2) 5897y (0.2) (625) (0.2)

Total loans receivable . 420,181 101.3 378,771 101.3 348,095 101.3 340,986 101.4 357,080 101.2
Less allowance for loan

losses. ............. (5:424) _(13) (4.898) _(1.3) (4,506) (L.3) (4,611) _(1.4) (4,392) _(1.2)

Total net laans

receivable ........ $414,757 100.09% $373,873 100.0% $343,589 100.0% $336,375 100.0% $352,688 100.0%

Total loans receivable were $420.2 million at December 31, 2005 compared to $378.8 million at
December 31, 2004, representing an increase of $41.4 million, or 10.9%. The increase in total loans
receivable was primarily due to increases in the construction and land development and commercial real
estate. The internal loan growth in these areas produced an increase of $45.8 million, or 26.7% in these
loans compared to 2004. Offsetting the increase in our construction and land development and commercial
real estate loans was a decrease in our commercial and agricultural portfolio, representing a 23.9%
decrease in 2005 compared to 2004, or approximately $19.8 million. Installment loans continued to
decrease as a percentage of our loan portfolio over the past several years as we have placed more emphasis
on growing our small to mid-size business lending. At December 31, 2005 installment loans were
$11.8 million, representing a $1.9 million decrease, or 13.9%, from installment loans at December 31, 2004
of $13.7 million.

Loans secured by real estate

Loans secured by real estate represent our largest loan category. At December 31, 2005 these loans totaled
$340.9 million, a $64.1 million, or 23.2%, increase from $276.8 million at December 31, 2004. The increase
was generated from a $31.5 million, or 63.8% increase in construction and land development loans and a
$14.3 million increase in commercial real estate loans. Other loans secured by real estate increased
$18.9 million from $17.8 million at December 31, 2004. The decline in our one to four family loan portfolio
seen in recent years slowed in 2005 as this portfolio declined only $753,000, or 0.9%. Included in one to
four family loans were loans held for sale of $1.8 million at December 31, 2005 and $3.1 million at
December 31, 2004. We typically sell fixed rate one to four family loans to the secondary market instead of
holding such loans in our one to four family portfolio. We occasionally retain the servicing rights on these
loans. Capitalized servicing rights are recorded at the time the loan is sold, thereby increasing the gain on
sale by such amount. The balance of our mortgage servicing rights was $403,000 at December 31, 2005
compared to $514,000 at December 31, 2004.
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Non-farm, non-residential commercial loans secured by real estate increased $14.3 million, or 11.7%, to
$136.3 million at December 31, 2005 from $122.0 million at December 31, 2004. We have experienced
steady growth in this area increasing in each of the last five years. We anticipate continued growth in this
loan portfolio with our continued emphasis on small to mid-size business loans in our metropolitan
markets.

At December 31, 2004, loans secured by real estate totaled $276.8 million, a $20.6 million, or 8.0%,
increase from $256.2 million at December 31, 2003. The increase was generated from an $18.4 million
increase in commercial real estate loans and a $5.7 million increase in construction and development loans.
Offsetting this increase was a $6.1 million decrease in one to four family loans. At December 31, 2004, the
balance of real estate loans held for sale was $3.1 million, representing a $2.0 million increase from the
balance at December 31, 2003 of $1.1 million. Construction and land development loans secured by real
estate increased $5.7 million, or 13.0%, to $49.4 million at December 31, 2004 from $43.7 million at
December 31, 2003.

Commercial and Agricultural

Commercial and agricultural loans were $63.1 million at December 31, 2005, a decrease of $19.8 million,
or 23.9%, from $82.9 million at December 31, 2004. Commercial loans include loans to service, retail,
wholesale, and light manufacturing businesses. Agricultural loans include loans to farmers for production
and other agricultural needs.

Commercial loans were $55.1 million at December 31, 2005, compared to $68.0 million at December 31,
2004, a decrease of $12.9 million, or 19.0%. At December 31, 2004, commercial loans were $68.0 million
compared to $56.7 million at December 31, 2003, an increase of $11.3 million, or 19.9%.

At December 31, 2005, agricultural loans were $8.0 million compared to $14.9 million at December 31,
2004, a decrease of $6.9 million, or 46.3%. Agricultural loans at December 31, 2004 increased $0.9 million
or 6.4% from $14.0 million at December 31, 2003.

Installment and Other

Installment and other loans include automobile and other personal loans, leases and loans to state and
political subdivisions. The majority of these loans are installment loans with fixed interest rates.
Installment and other loans were $17.2 million at December 31, 2005, a decrease of $2.7 million, or 13.6%,
from $19.9 million at December 31, 2004, At December 31, 2004, installment and other loans decreased
$1.9 million, or 8.7%, from $21.8 million at December 31, 2003. Installment and other loans have been
decreasing as a percentage of total loans over the past several years as we have placed less emphasis in this
area and more emphasis on our small to mid-size business loans in our markets.




Loan Maturities

The following tables present, at December 31, 2005 and 2004, loans by maturity in each major category of
our portfolio based on contractual schedules. Actual maturities may differ from the contractual maturities
shown below as a result of renewals and prepayments. Loan renewals are re-evaluated using substantially
the same credit procedures that are used when loans are made.

December 31, 2005
Over One Year
Through Five Years Over Five Years
One Year Fixed Fixed
or Less Rate Variable Rate Variable Total

(In thousands)
Loans secured by real estate:

One to four family.................... $ 10,573 $ 7,924 $ 6,734 $13,099 $ 48,550 $ 86,380
Construction and land development . . .. 66,095 9,945 2,876 — 2,002 80,918
Commercial ..........coovviviinnn.. 31,523 28,151 9,515 5,758 61,371 136,318
Other........ooviiii i, 10,723 4,570 5,224 1,886 14,335 36,738
Total ...t 118,914 50,590 24,349 20,743 126,258 340,854
Commercial and agricultural............. 32,545 15,222 6,906 2,533 5,874 63,080
Installmentandother................... 3,890 10,444 — 1,815 1,027 17,176
GrossLoans....................... 155,349 76,256 31,255 25,091 133,159 421,110
Lessunearnedfees ..................... 929 — — — — 929
Total loans receivable .............. $154,420 $76,256 $31,255 $25,091 $133,159 $420,181
December 31, 2004
Over One Year
Through Five Years Over Five Years
One Year Fixed Fixed
or Less Rate Variable Rate Variable Total

(In thousands)
Loans secured by real estate:

One to four family.................... $ 11,059 §$ 6,122 $ 2,257 $15279 § 52,916 $ 87,633
Construction and land development .... 36,304 5,971 2,281 217 4,615 49,388
Commercial ...............ciinnnn. 32,226 28,447 14,743 5,788 40,803 122,007
Other. . it iiiiiiieiiiie e iiennas 3,141 3,681 1,483 1,374 8,102 17,781
Total ... 82,730 44,221 20,764 22,658 106,436 276,809
Commercial and agricultural. ............ 44,142 13,660 7,488 1,679 15,920 82,889
Installmentandother................... 4,280 10,670 36 3,654 1,223 19,863
GrossLoans....................... 131,152 68,551 28,288 27,991 123,579 379,561
Lessunearnedfees ..................... 790 — — — — 790
Total loans receivable .............. $130,362 $68,551 $28288 $27,991 $123,579 $378,771

Non-performing assets

Non-performing assets consist of non-performing loans and other real estate owned. Non-performing loans
consist of loans 90 days or more delinquent and still accruing interest, non-accrual loans, and restructured
loans. When, in the opinion of management, a reasonable doubt exists as to the collectibility of interest,
regardless of the delinquency status of a loan, the accrual of interest income is discontinued and any
interest accrued to date is reversed through a charge to interest income. While a loan is on non-accrual
status, it is our policy that interest income is recognized only after payment in full of the past due principal.
Loans are generally placed on non-accrual status when principal or interest is 90 days or more past due,
unless the loans are well-secured and in the process of collection.
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The following table presents information concerning the non-performing assets at the dates indicated.

December 31
2005 2004 2003 2002 2001
. (Dollars in thousands)

Non-accrualloans............ccoii ... $2,343  $1,281 $5,481 .$3,413 $2,316
Loans 90 days past due and still accruing . .............. 1,184 420 641 1,163 1,380
Restructuredloans ............ e e 1,055 1,053 1,138 —_— —

Non-performing loans ... .. e e e e 4,582 2,754 7,260 4,576 3,696
Otherrealestateowned...........coiviieiinieenn .. 455 408 1,117 1,770 1,572

Total non-performing assets................ e $5,037 $3,162 $8,377 $6,346 $5,268
Non-performing loans as a percentage of total loans. .. .. 1.09% 0.73% 2.09% 134% 1.04%
Non-performing assets as a percentage of total assets ...  0.72% 048% 129% 097% 081%

Total non-performing assets were $5.0 million at December 31, 2005 compared to $3.2 million at
December 31, 2004, representing an increase of $1.8 million, or 56.3%. The increase in non-performing
assets was due to an increase in non-accrual loans of $1.1 million and an increase in loans 90 days past due
and still accruing of approximately $800,000. The increase in loans 90 days past due and still accruing was
the result of several new loans in this category at December 31, 2005, the largest of which was
approximately $375,000 to a distribution company.

Non-performing loans increased $1.8 million, or 64.3%, to $4.6 million at December 31, 2005 from
$2.8 million at December 31, 2004. The increase in non-performing loans was a result of an increase in
non-accrual loans of $1.1 million and an increase in loans 90 days past due and still accruing of
approximately $800,000. This increase was partially due to a commercial loan to a manufacturing company
of approximately $540,000 being put on non-accrual as of December 31, 2005.

Also included in the $2.3 million of non-accrual loans at December 31, 2005 were several small loans, the
largest of which was approximately $216,000. Non-accrual loans had approximately $613,000 specific
reserves included in the allowance for loan losses at December 31, 2005. We do not anticipate losses on
.these credits in excess of the specific reserves. Restructured loans at December 31, 2005 consisted of eight
relationships. The largest relationship included an agricultural loan restructured through Farmer Home
Administration of approximately $554,000.

Other real estate owned was $455,000 at December 31, 2005 compared to $408,000 at December 31, 2004.
Other real estate owned consisted of ten properties held by our subsidiary banks, consisting of three
commercial buildings and seven single family dwellings, at December 31, 2005. The properties are all
located within our market areas, Management is working to sell the real estate as soon as practicable.
During the year ended December 31, 2005, three properties held in other real estate owned were sold at a
total gain of approximately $70,000.

Non-performing assets as a percent of total assets were 0.72% at December 31, 2005, compared to 0.48%
at December 31, 2004, and 1.29% at December 31, 2003. Non-performing assets will generally increase in
times of economic uncertainty or stress. Management believes the level of non-performing assets may
increase if economic weaknesses are experienced in 2006, although the magnitude of any increase in non-
performing loans is not determinable.

Impaired loans

We consider a loan to be impaired when it is deemed probable by management that we will be unable to
collect all contractual principal and interest payments in accordance with the terms of the original loan
agreement. However, when determining whether a loan is impaired, management also considers the loan
documentation, the current ratio of the loan’s balance to collateral value, and the borrower’s present
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financial position. Included as impaired loans are all loans contractually delinquent 90 days or more and all
loans upon which accrual of interest has been suspended.

At December 31, 2005, we had impaired loans totaling $3.5 million, which have related specific reserves of
$613,000. This compares to $1.7 million of impaired loans, which had related specific reserves of $262,000
at December 31, 2004. The increase in impaired loans was the result of the increase in non-accrual loans
and loans 90 days past due and still accruing described above. The average recorded investment in
impaired loans during the year ended December 31, 2005 was $2.3 million. Interest income recognized on
impaired loans during the period the loans were considered to be impaired for 2005 and 2004
approximated $50,000. Impaired loans will generally increase in times of economic uncertainty or stress.
Management believes the level of impaired loans could increase if economic weaknesses are experienced
in our market area during 2006.

Allowance for Loan Losses

Management maintains its allowance for loan losses based on historical experience, an evaluation of
economic conditions and regular review of delinquencies and loan portfolio quality. Based upon these
factors, management makes various assumptions and judgments about the ultimate collectibility of the
loan portfolio and provides an allowance for probable loan losses based upon a percentage of the
outstanding balances and for specific loans if their ultimate collectibility is considered questionable. Since
certain lending activities involve greater risks, the percentage applied to specific loan types may vary. The
allowance is increased by provisions for loan losses and reduced by loans charged off, net of recoveries.
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The following table sets forth information regarding changes in the allowance for loan losses for the
periods indicated.

Year ended December 31

2005 2004 2003 2002 2001
] (Dollars in thousands)
Averagetotalloans......................... $403,234 $365,587 $341,782 $335,194 $339,258
Total loans at end of period ................. $420,181 $378,771 $348,095 $340,986 $357,080
Allowance at beginning of year............... $ 4898 § 4506 $ 4611 $ 4392 § 3,911
Loans charged off:
Real estate:
Onetofourfamily ..................... (87) (307) (229) (238) (99)
Construction ............coovvinvinn.a.. —_ (200) — (18) (141)
Other. ... — (218) 2) (103) (38)
Commercial ..........ccovviiiiii i (293) (267)  (1,296) (561) (441)
Lease financing receivables. ............... — (16) (32) (20) (36)
Installment andother..................... (331) (298) (688) (635) (930)
Total charge-offs....................... (711) (1,306)  (2,247)  (1,575)  (1,685)
Recoveries:
Real estate:
One to fourfamily ..................... 39 16 49 13 4
Construction ...........cooviiiii... 5 3 7 29 —
Other. ...t e 7 — 80 19 —
Commercial .................. oot 175 38 35 38 67
Lease financing receivables................ 1 6 — 22 24
Installment and other..................... 190 170 181 239 254
Total recoveries. ..........ovveivvennn 417 233 352 360 349
Net charge-offs .............cooveeeiiis (294)  (1,073)  (1,895)  (1,215)  (1,336)
Provision forloanlosses. .................... 820 1,465 1,790 1,434 1,435
Allowance related to acquisitions............. — — — — 382
Allowance atend of period . ................. $§ 5424 $§ 4898 $ 4,506 § 4,611 § 4392
Ratio of net charge-offs to average total loans . 0.07% 0.29% 0.55% 0.36% 0.39%
Allowance to total loans at end of period...... 1.29% 1.29% 1.29% 1.35% 1.23%
Allowance to non-performing loans. . . . . .. Lo 1184%  1779%  62.10% 100.76% 118.83%

The decrease in the allowance as a percent of non-performing loans was due to higher collateral values
securing the non-performing loans in 2005 compared to 2004. Net charge-offs were $294,000 for the year
ended 2005 compared to $1.1 million for the year ended 2004. Net charge-offs for 2005 consisted of several
small credits. The largest charge-off during 2005 was approximately $99,000 for a commercial loan.

Net charge-offs for 2004 consisted of several small credits. The largest charge-off during 2004 was
approximately $300,000 for a one to four family real estate loan that went into foreclosure and was sold
from other real estate owned.

Lending personnel are responsible for continuous monitoring of the loan portfolio. Additionally we have a
separate loan review process, which reviews the loan portfolio on a quarterly basis to determine
compliance with loan policy, including the appropriateness of risk ratings assigned to individual loans, as
well as the adequacy of the allowance for loan losses. The allowance for loan losses is based primarily on
management’s estimates of probable loan losses from the foregoing processes and historical experience.




The following table presents an allocation of the allowance for loan losses by loan category as of the dates
indicated. The allocation table should not be interpreted as an indication of the specific amounts, by loan
classification, to be charged to the allowance. The table has been derived in part by applying historical loan
loss ratios to both internally classified loans and the portfolio as a whole to determine the allocation of the
loan losses attributable to each category of loans.

December 31
2005 2004 2003 2002 2001
Loans in Loans in Loans in Loans in Loans in
Category Category Category Category Category
Amount asa Amount asa Amount asa Amount asa Amount asa
of Percentage of Percentage of Percentage of Percentage of Percentage
Gross of Total Gross of Total Gross of Total Gross of Total Gross - of Total
Allowance Loans Allowance Loans Allowance Loans Allowance Loans Allowance Loans

(Dollars in thousands)
Loans secured by real
estate:

One to four family. ... $ 417 20.7% $ 423 23.1% $ 397 27.0% $ 16 30.1% $ 139 35.2%
Construction and land
development . ..... 705 19.3 402 13.0 635 13.0 575 11.3 248 8.2

Commercial & other. . 1,035 41.1 1,137 36.9 944 34.0 784 28.8 658 224
Commercial and

agricultural .. ....... 2,588 15.0 2,331 21.9 1,638 20.0 2,102 21.1 2,283 23.1
Lease financing

receivables ......... 6 0.3 9 0.4 8 — 14 — 35 1.4
Installment and other . . . 582 3.6 393 4.7 602 6.0 864 8.7 889 9.7
Unallocated .......... 91 — 203 — 282 — 256 — 140

85,424 1000%  $4,898 1000%  $4,506 1000%  $4,611 1000%  $4,392 100.0%

The provision for loan losses takes into account many factors such as our prior experience with loan losses
and an evaluation of the risks in the loan portfolio at any given time, including changes in economic,
operating, and other conditions of borrowers, the economies in our areas of operations and to a lesser
extent, the national economy. The allowance for loan losses allocated to construction and land
development increased approximately $300,000 at December 31, 2005 compared to December 31, 2004
due to an increase in the allocation of the allowance associated with historical trends and economic
conditions due to an increased balance in this category in 2005 compared to 2004. The allowance for loan
losses allocated to commercial and agricultural loans increased approximately $257,000 due to an increase
in specific reserves at 2005 compared to 2004. The allowance for loan losses allocated to installment and
other loans increased approximately $189,000 due to an increase in the spemflc allocations of this category
of loans in 2005 compared to 2004.

Investments

We invest a portion of our available funds in short-term and long-term instruments, including federal funds
sold and investment securities. Our investment portfolio is designed to provide liquidity for cash flow
requirements, to assist in managing interest rate risk, and to provide collateral for certain public deposits
and other borrowing arrangements. At December 31, 2005 and 2004, the investment portfolio was
comprised principally of mortgage-backed securities, obligations of U.S. government agencies and
obligations of states and political subdivisions. Total investment securities at December 31, 2005 of
$190.4 million represented a decrease of $1.4 million from total investments at December 31, 2004 of
$191.8 million. The decrease was primarily a result of a decrease in mortgage backed securities of
$3.2 million, the proceeds of which were used to fund the loan portfolio growth.

We initiated a long-term balance sheet management strategy starting in the fourth quarter of 2001 to
increase the asset sensitivity of our balance sheet with the expectation of benefiting from an anticipated
increase in interest rates and to borrow long-term borrowings during the period of historically low interest
rates.
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Under this strategy we borrowed $88.0 million in Federal Home Loan advances and purchased short-term
investment securities and funded loans. The Federal Home Loan Bank borrowings, which carry an average
rate of 4.04%, consist of $70.0 million in 10-year fixed rate advances convertible to floating rate advances if
LIBOR increases to a range of 6.0% to 7.50% within the 10 years, $10.0 million in S-year fixed rate
advances convertible to floating rate advances if LIBOR increases to 7.50% within the 5 years, $5.0 million
in 10-year floating rate advances and $3.0 million in 3-year fixed rate advances.

A decreasing interest rate environment may cause an unfavorable impact on net interest income and net
interest margin and an increasing interest rate environment may increase net interest income and net
interest margin over the remaining borrowing period, but the actual magnitude of this impact cannot be
estimated.

The following table presents our investments in certain securities accounted for as available for sale.
“Other” investments is comprised of Federal Home Loan Bank of Topeka common stock, Federal Reserve
Bank common stock and certain equity securities, all of which carry no stated maturity.

December 31
2005 2004
(In thousands)

Investment securities available for sale:

ULS. AZENCY SECUTTLIES .. vt e ittt et e e et te et e e e et e enneeeaaas $ 59986 $ 56,199
Obligations of state and political subdivisions.................. ... ... 29,733 32,276
Mortgage-backed SECUTILIES. . . ..o vvvter it e 85,422 88,666
1 11 T3 o OO 15,268 14,701

Total investment SECUITHES .. .. oottt vt it i e e $190,400 $191,842

The following tables set forth a summary of the contractual maturities in the investment portfolio at
December 31, 2005 and December 31, 2004.

December 31, 2005
Over one years Over five years
One year or less through five years through ten years Over ten years Total
Amount Yield Amount Yield Amount Yield Amount Yield Amount Yield
(Dollars in thousands)

U.S. Treasury and

agencies . ............ $11,065 3.22% $19,719 3.50% $20,048 4.78% $ 9,154 4.58% $ 59,986 4.04%
Obligations of states and

political subdivisions . . . 989 4.73 4,691 4.31 14,604 4.33 9,449 4.18 29,733 429
Mortgage-backed

securities ...... e 10 7.57 1,965 3.66 4,225 4.67 79,222 494 85,422 490
Other(1)............... 8,825 4.80 463  6.75 432 7.80 5,548 4.98 15,268 5.01

$20,889 $26,838 $39,309 $103,373 $190,409
December 31, 2004
Over one years Over five years
One year or less through five years through ten years Over ten years Total

Amount Yield Amount Yield Amount Yield Amount Yield Amount Yield
(Dollars in thousands)

U.S. Treasury and

agencies ............. $ 3,649 4.79% $30,118 3.55% $ 8,256 4.00% $ 14,176 5.07% $ 56,199 4.08%
Obligations of states and

political subdivisions . . . 1,252 6.15 4956 642 16,251  6.36 9,817 6.16 32,276  6.30
Mortgage-backed

securities . ........... — — 1,255 4.37 4,617 4.17 82,794 4.79 88,666 4.76
Other(1)............... 8,505 4.19 — 0.00 1,071 7.38 5125 5.33 14,701 5.68

$13,406 $36,329 $30,195 $111,912 $191,842

(1) Other securities consists principally of Federal Home Loan Bank of Topeka common stock and Federal Reserve Bank
stock, which have no stated maturity
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Deposits

Our primary source of funds has historically been customer deposits, which totaled $507.9 million at
December 31, 2005, a $39.9 million, or 8.5%, increase from $468.0 million at December 31, 2004. The
increase was a result of an increase in certificates of deposits of $41.1 million, primarily due to branch
promotional campaigns and an increase in public funds in the fourth quarter of 2005. Average balance for
checking, savings and money market deposits was $255.2 million for the year ended December 31, 2005
compared to $253.2 million for the same accounts in 2004.

The following table sets forth the average balances and weighted average rates for categories of deposits
for the periods indicated.

For the years ended December 31
2005 2004 2003

Average Average Average Average Average Average

Balance Rate Balance Rate Balance Rate

(Dollars in thousands)

Non-interest-bearing demand.......... $ 73,972 — $ 68,256 — $ 64,329 —
Interest-bearing demand .............. 148,059 1.18% 151,871  0.70% 146,527 0.76%
Savings ... ..ot 33206 0.67% 33,045 064% = 31,672 0.78%
TIMe .o 226,889 3.01% 198,123  2.34% 203,452  2.65%

Total .......cooiviii e $482,126 $451,295 $445,980 “

The following table summarizes at December 31, 2005 and December 31, 2004, our certificates of deposit
of $100,000 or more by time remaining until maturity.

December 31
2005 2004
(In thousands)

Remaining maturity:

Less than three MONtHS .. ..ot i et i et astir e iareiereanns $26,695 $13,684
Threetosixmonths ... ... i e 20,379 6,411
SIX MONTHS £0 0N YT . . o v vt ittt it et e e e 11,953 13,906
One year A OVET. . ..ttt ittt ettt et e 15,346 18,784

TOtAl .t e e $74,373  $52,785

Federal Home Loan Bank and Federal Reserve Bank Borrowings

Our subsidiary banks are members of the Federal Home Loan Bank of Topeka (FHLB). The FHLB
system functions as a central bank providing credit for members. As members of the FHLB, our subsidiary
banks are entitled to borrow funds from the FHLB and are required to own FHLB stock in an amount
determined by a formula based upon total assets and FHLB borrowings. Our subsidiary banks may use
FHLB borrowings to supplement deposits as a source of funds.

At December 31, 2005, FHLB borrowings aggregated $111.1 million, compared to $111.9 million at
December 31, 2004 and $111.2 million at December 31, 2003. As discussed in the investment section
above, approximately $88.0 million of the FHLB borrowings are part of a long-term balance sheet strategy
to increase the sensitivity of our balance sheet by borrowing long-term funds at historically low interest
rates and purchasing short-term investments securities and fund loans. At December 31, 2005, the
aggregate available and unused borrowing capacity of our subsidiary banks was approximately
$15.1 million, which was available through a line of credit and term advances. FHLB borrowings are
collateralized by FHLB common stock, investment securities and certain qualifying mortgage loans of our
subsidiary banks.
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TeamBank, N.A. and Colorado National Bank are member banks of the Federal Reserve Bank and may
use the Federal Reserve Bank discount window to meet short-term funding needs. Neither of our
subsidiary banks utilized short-term Federal Reserve Bank borrowings during 2005 or 2004.

Subordinated Debentures

On August 10, 2001, Team Financial Capital Trust I (the Trust), a Delaware business trust formed by
Team Financial, Inc., completed the sale of $15.5 million 9.50% Cumulative Trust Preferred Securities.
The Trust used the net proceeds from the offering to purchase a like amount of Team Financial, Inc.’s
9.50% Trust Preferred Securities. The debentures, maturing August 10, 2031, are the sole assets of the
Trust. In exchange for the capital contribution made to the Trust by Team Financial, Inc. upon formation,
Team Financial, Inc. owns all of the common securities of the Trust. On August 10, 2006, we have the right
to redeem the debentures, in whole or in part, at a redemption price specified in the Indentures plus any
accrued but unpaid interest to the redemption date.

In accordance with Financial Accounting Standards Board Interpretation No.46R, Consolidation of
Variable Interest Entities (FIN 46 R), adopted in December 2003, the Trust qualifies as a special purpose
entity that is not required to be consolidated in our financial statements. The $15.5 million Trust Preferred
Securities issued by the Trust are reported on the records of the Trust.

We continue to include the Trust Preferred Securities issued by the Trust in Tier I capital for regulatory
capital purposes.

Total expenses associated with offering the Trust Preferred Securities, paid by Team Financial, Inc.,
approximated $1.0 million and are reflected in our financial statements. The costs are included in “Other
Assets” and are being amortized on a straight-line basis to interest expense over the life of the debentures.
As of December 31, 2005, approximately $846,000 of the cost related to offering the Trust Preferred
Securities remained unamortized. In the event that we would redeem all or part of our 9.50% subordinated
debentures on or after August 10, 2006, we would amortize the proportionate unamortized cost of the
offering and incur a charge. The maximum charge that would be incurred should we redeem all of the
subordinated debentures on August 10, 2006 would be approximately $826,000.

The Trust Preferred Securities accrue and pay distributions quarterly at annual rates of 9.50% of the stated
liquidation amount of $10 per preferred security. We have fully and unconditionally guaranteed all of the
obligations of the Trust. The guaranty covers the quarterly distributions and payments on liquidation or
redemption of the Trust Preferred Securities.




Contractual Obligations, Commitments and Off-Balance Sheet Arrangements

We have various contractual obligations in the normal course of business that are integral to our
operations. The following table summarizes payments due per these contractual obligations at
December 31, 2005.

Payments Due By

One Year Over One to Over Three to Over
or less Three Years Five Years Five Years Total
(In thousands)

Time deposits. .. ..o ... $173,910 $ 63,002 $ 5,750 $ 16 $242,678
Repurchase agreements................. 4,036 —_— — — 4,036
Subordinated debentures, FHLB advances

and notespayable .................... 19,207 10,000 10,000 88,131 127,338
Operating lease obligations.............. 108,000 85,000 — — 193,000
Loan commitments..................... 57,550 10,374 2,662 10,725 81,310
Data processing contracts ............... 5355 677 — — 1,232

Total ....... ... $363,258  $169,053 $18,412 $98,872  $649,594

Payments on time deposits are based on contractual maturity dates. These funds may be withdrawn prior
to maturity with or without penalties.

Included in subordinated debentures and notes payable in the above table is subordinated debt of
$16,005,000. The debentures mature on August 10, 2031; however, we may redeem all or part of the
debentures at any time on or after August 10, 2006. These debentures are included in the one year or less
maturity category in the table above based on the date of earliest redemption.

Operating lease obligations represent property rented for branch offices. Payments represent the minimum
lease payments and exclude related costs such as utilities.

Loan commitments represent obligations to provide financing to our customers. As some of these
commitments will expire prior to funding the full amount, the total commitment amounts do not
necessarily represent future cash obligations.

Data processing contracts represent the minimum obligations under these contracts and exclude additional
payments that are based on volume of transactions processed.

Additionally, we offer standby letters of credit to our customers, which are a conditional, but irrevocable
form of guarantee, issued to guarantee payment upon default of payment by our customer. Standby letters
of credit are initially issued for a period of one year, but can be extended depending on customer needs.
The contractual amount of standby letters of credit was $6,202,000 at December 31, 2005 and the
maximum remaining term for any standby letter of credit is December 2008; however, we have several
standby letters of credit that are backed by demand notes that automatically renew and have no stated
maturity. Commitments for standby letters of credit do not necessarily represent future cash requirements.
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Capital Resources

We monitor compliance with bank and financial holding company regulatory capital requirements,
focusing primarily on risk-based guidelines. Under the risk-based capital method of capital measurement,
the ratio computed is dependent upon the amount and composition of assets recorded on the balance
sheet, and the amount and composition of off-balance sheet items, in addition to the level of capital.
Included in the risk-based capital method are two measures of capital adequacy, core capital and total
capital, which consist of core and secondary capital. Core capital, also known as Tier 1 capital, generally
includes common shareholders’ equity, perpetual preferred stock and minority interests in consolidated
subsidiaries, less goodwill and intangible assets. No more than 25% of core capital elements may consist of
cumulative preferred stock. The Trust Preferred Securities, issued by our subsidiary, Team Financial
Capital Trust I, to purchase Team Financial, Inc. subordinated debentures, is included in Tier I capital of
Team Financial, Inc. for regulatory purposes. Total risk based capital, also known as Tier 2 capital,
generally includes the allowance for loan losses limited to 1.25% of weighted risk assets, certain forms of
perpetual preferred stock, as well as hybrid capital instruments.

The following tables present capital ratios as of the indicated dates.

Risk Based Capital Ratios
At December 31 :
2005 2004 2003
Amount Ratio Amount Ratio Amount Ratio
(Dollars in thousands)

Corecapital .........oocveiviiiint .. $ 56,661 11.60% $ 46,857 10.70% $ 46,320 11.08%
Core capital minimum requirement(1)....... 19,530 4.00% 17,524 4.00% 16,721 4.00%
EXCESS o vttt $ 37,131 7.60% § 29,333 6.70% $ 29,599 7.08%
Total risk based capital. .................... $ 62,085 12.72% $ 51,755 11.81% $ 50,826 12.16%
Total risk based capital requirement(1) ...... 39,061 8.00% 35049 8.00% 33,442 8.00%
TEXCESS .+t e $ 23,024 4.72% $ 16,706 3.81% $§ 17,384 4.16%
Total risk adjusted assets................... $488,260 $438,109 $418,026
Leverage Ratios
At December 31
2005 2004 2003

Amount Ratio Amount Ratio Amount Ratio
(Dollars in thousands)

Corecapital .....ovveviviiiia i $ 56,661 8.42% $ 46,857 743% $ 46320 7.46%
Core capital minimum requirement(2)....... 26,903  4.00% 25,213 4.00% 24,829 4.00%

BXCESS . oottt e $ 29,758 442% $ 21,644 3.43% $ 21,491 3.46%
Average total assets ............ e $672,578 $630,323 $620,723

(1) Based on risk-based capital guidelines of the Federal Reserve Board, a bank holding company is
required to maintain a core capital to risk-adjusted assets ratio of 4% and a total capital, risk-based, to
risk-adjusted assets ratio of §%.

(2) The leverage ratio is defined as the ratio of core capital to average tangible assets. Based on Federal
Reserve Board guidelines, a bank holding company generally is required to maintain a leverage ratio
in excess of 4%.
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Recent Accounting Pronouncements

In December 2004, the Financial Accounting Standards Board (FASB) issued Statement of Financial
Accounting Standards No. 123 (revised 2004), Share Based Payments, (SFAS 123R). This statement
requires that the cost resulting from all share-based transactions be recognized in the financial statements.
SFAS 123R establishes fair value as the measurement objective in accounting for share-based
arrangements and requires all entities to apply a fair-value based measurement method in accounting for
share-based payments with employees except for equity instruments held by employee share ownership
plans. SFAS 123R replaces FASB Statement No. 123, Accounting for Stock-Based Compensation, and
supersedes Accounting Principal Board Opinion No. 25, Accounting for Stock Issued to Employee, (APB 25)
and is effective as of the beginning of the first interim or annual reporting period beginning after June 15,
2005. As discussed in the notes to consolidated financial statements, in 2005 and previous years, we have
applied APB 25 in accounting for our stock incentive plans which required compensation cost be
recognized as the excess, if any, of the fair market value of our stock at the date of grant over the amount
the employee must pay to acquire the stock. In accordance with APB 25 we have reported the pro forma
effect on net income if the share-based awards were accounted for using the fair value method in a
footnote.

On September 30, 2004 the FASB issued a final FASB Staff Position, FSP EITF Issue 03-1-1, that delays
the effective date for the measurement and recognition guidance included in EITF Issue 03-1, The
Meaning of Other-Than-Temporary Impairment and Its Application to Certain Investments, (EITF 03-1).
Originally, this statement was effective for reporting periods beginning after June 15, 2004 and provided
guidance on when to record a loss in the statement of operations and when additional information needed
to be disclosed on unrealized losses. Other components of EITF 03-1 regarding quantitative and
qualitative information was required to be presented in the financial statements effective for fiscal years
ending after December 15, 2003 and was not deferred by the FASB’s Staff Position. This portion of
EITF 03-1 was adopted in December, 2003 and the required disclosures are included in footnote 3 in the
Notes to the Consolidated Financial Statements. The adoption of the measurement and recognition
guidance, have not had a material impact on our financial position and results of operations.

In December 2003, the American Institute of Certified Public Accountants issued Statement of
Position 03-3, Accounting for Certain Loans or Debt Securities Acquired in a Transfer, (SOP 03-3). SOP 03-3
addresses the accounting for certain acquired loans or debt securities, including those acquired in a
purchase business combination, that have experienced a deterioration of credit quality between the loan
origination date that the date the loan is acquired by an investor, and for which it is probable that at
acquisition the investor will be unable to collect all contractually required payments on the loan. Loans
within the scope of this SOP that are acquired should be recognized initially at the present value of
amounts expected to be received and no allowance for loan losses should be carried over related to these
loans at acquisition. SOP 03-3 prohibits displaying accretable yield and nonaccretable differences in the
balance sheet. SOP 03-3 is effective for loans acquired in fiscal years beginning after December 15, 2004.
We adopted SOP 03-3 on January 1, 2005. The adoption of SOP 03-3 did not have a material impact on
our financial position or results of operations.
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Item 7a. Quantitative and Qualitative Disclosures about Market Risk

Liquidity

We continuously forecast and manage our liquidity in order to satisfy cash flow requirements of depositors,
borrowers, and our own cash flow needs. We have developed internal and external sources of liquidity to
meet our continued growth needs. These liquidity sources include, but are not limited to, raising deposits
through branch promotional campaigns, purchasing brokered certificates of deposits, overnight funds,

short term investment securities classified as available-for-sale and drawing on credit facilities established
through the Federal Home Loan Bank of Topeka.

Our most liquid assets are cash and cash equivalents and investment securities available-for-sale. The
levels of these assets are dependent on our operating, financing, lending, and investing activities during any
given period. At December 31, 2005 and December 31, 2004, these liquid assets totaled $224.8 million and
$226.6 million, respectively. Included in these liquid assets are investment securities of $161.1 million at
December 31, 2005 and $162.7 million at December 31, 2004 that were pledged as collateral for
borrowings, repurchase agreements and for public funds on deposit.

At December 31, 2005 there was approximately $15.1 million borrowing capacity remaining under
agreements with the Federal Home Loan Bank of Topeka.

During 2005, our loan portfolio increased approximately 10.9%. Decreased liquidity may result in the
inability to continue this growth rate in the future or may result in an increased cost of funding. Deposit
growth through branch promotional campaigns is expected to provide additional sources of funding.
Another source of additional funding is the use of brokered certificates of deposits.

Management believes our sources of liquidity are adequate to meet expected cash needs for the
foreseeable future.

Asset and Liability Management

Asset and liability management refers to management’s efforts to minimize fluctuations in net interest
income caused by interest rate changes. This is accomplished by managing the re-pricing of interest rate
sensitive interest-earning assets and interest-bearing liabilities. Controlling the maturity of re-pricing of an
institution’s liabilities and assets in order to minimize interest rate risk is commonly referred to as “gap
management”. Close matching of re-pricing assets and liabilities will normally result in little change in net
interest income when interest rates change. We monitor our asset and liability mix monthly in an effort to
maintain consistent earnings performance through the control of interest rate risk.
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Below is a static gap schedule as of December 31, 2005. This is just one of several tools which may be used
to measure and manage interest rate sensitivity. Interest-earning assets and interest-bearing liabilities are
presented below within selected time intervals based on their re-pricing and maturity characteristics. In this
presentation, the sensitivity position would be perfectly matched when an equal amount of assets and
liabilities re-price during any given time period. Excess assets or liabilities re-pricing in a given time period
results in the interest rate gap shown in the table. A positive gap indicates more assets than liabilities will
re-price in that time period, while a negative gap indicates more liabilities than assets will re-price.

Static Gap Analysis at December 31, 2005
3 months 4 through 13 through 37 through 61 through More than
or less 12 months 36 months 60 months 120 months 120 months Total
{Dollars in thousands)

Interest-earning assets:
Loans receivable, net of

unearned income . ... ... $ 102512 $ 137,626 $§ 98,700 § 52226 § 13,043 § 16,074 $420,181
Investment securities

available forsale ....... 10,821 10,068 13,428 13,410 39,309 103,373 190,409
Federal funds sold

and interest-bearing

deposits .............. 19,768 — — — — — 19,768
Otherassets............. — 480 — — — — 480

Total interest-earning

assetS. ...l $ 133,101 $ 148,174 $ 112,128 § 65,636 § 52,352  §119,447 $630,838

Interest bearing liabilities:
Savings deposits and

interest-bearing checking. $ 265200 §$ —  $ — 8 — 3 — $ — $265,200
Time deposits under

$100,000.............. 39,173 78,052 46,658 4,406 16 — 168,305
Time deposits over $100,000 22,674 34,010 16,344 1,345 — — 74,373
Federal funds purchased

and securities sold
under agreements to

repurchase ............ 4,036 — — — — — 4,036
Federal Home Loan
Bank Advances ........ 5,000 3,000 27,000 5,000 70,401 730 111,131
Notes payable and
subordinated debentures. 202 16,005 — — — — 16,207
Total interest-bearing
liabilities. .. ......... $ 336,285 $ 131,067 $ 90,002 $ 10,75t § 70417 $ 730 $639,252
Periodic repricing gap .. ..... $(203,184) § 17,107 $ 22,126 $ 54,885 § (18,065) $118,717 $ (8,414)
Cumulative repricing gap .... (203,184)  (186,077)  (163,951)  (109,066)  (127,131) (8,414)

Periodic repricing gap

as a percent of interest

earning assets............ (152.65)% 11.55% 19.73% 83.62% (34.51)% 99.39%
Cumulative repricing gap

as a percent of interest

earning assets. ........... (15265)% (125.58)% (146.22)% (166.17)% (242.84)% (7.04)%

The table indicates that we are liability sensitive in the less than three-month period and the 61 through
120 month period, and are asset sensitive for all other periods. The liability sensitivity during the three
months or less period is primarily due to the classification of savings and interest-bearing checking as three
months or less as these funds may be withdrawn at any time. This means that during the first period
classification, interest-bearing liabilities re-price faster than interest-earning assets, thereby improving net
interest income when rates are falling and reducing net interest income when rates are rising. While the
“static gap” method is a widely used measure of interest sensitivity, it is not, in management’s opinion, the
only indicator of our interest rate sensitivity.
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The following table indicates that at December 31, 2005, if there had been a sudden and sustained increase
in prevailing market interest rates, our 2006 net interest income would be expected to increase, while a
decrease in rates would indicate a decrease in net interest income.

Net Interest (Decrease) Percent

Change in Interest Rates Income Increase Change
(Dollars in thousands)

200 basis POINEIISE .. .o\ttt e e $25,234 $ 1,363 5.71%

100 basisS POINLTISE . . ..ottt 24,552 681 2.85

Base rate SCeMaATIO . ..\ v vttt ettt e ite et ii et i e 23,871 — —

100 basis point decline ............ e e e e 22,851 (1,020) (4.27)

200 basis point decline . . .......coiiiii 20,474 (3,397) (14.23)

We believe we are appropriately positioned for future interest rate movements, although we may
experience fluctuations in net interest income due to short-term timing differences between the re-pricing
of assets and liabilities.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Team Financial, Inc.:

We have audited the accompanying consolidated statements of financial condition of Team Financial, Inc.
and subsidiaries (the Company) as of December 31, 2005 and 2004, and the related consolidated
statements of operations, comprehensive income, changes in stockholders’ equity, and cash flows for each
of the years in the three-year period ended December 31, 2005. These consolidated financial statements
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
consolidated financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Team Financial, Inc. and subsidiaries as of December 31, 2005 and 2004,
and the results of their operations and their cash flows for each of the years in the three-year period ended
December 31, 2005, in conformity with accounting principles generally accepted in the United States of
America.

/s/ KPMG LLP

Kansas City, Missouri
March 24, 2006
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TEAM FINANCIAL, INC. AND SUBSIDIARIES
Consolidated Statements of Financial Condition
December 31, 2005 and 2004

(In thousands)
2005 2004
Assets
Cash and due from bDanks ... ... ...ttt et e e e $ 14592 § 13,718
Federal funds sold and interest bearing bank deposits. ............. ..ot ... 19,768 21,023
Cashand cash eqQUIVAIENTS ... ..ottt ettt 34,360 34,741
Investment securities:
Auvailable for sale, at fair value (amortized cost of $192,388 and $190,369 at December 31,
2005 and 2004, 1eSpectiVEly) . . . ... vttt e e 190,409 191,842
Total investment SECUITIES. . . . ...\ttt e e e 190,409 191,842
* Loans receivable, net of unearned fees .. ... ... i i i i e 420,181 378,771
Allowance for Ioan 1085, . .. oottt i e e e e e e e (5,424) (4,898)
Netloansreceivable .. ...ttt i i e e e e 414,757 373,873
Accrued Interest reCeivable . . .. o e e e e 4,607 3,819
Premises and equipment, NEt ... ...ttt e e 16,359 15,317
Assets acquired through foreclosure .......... ..t e 455 408
GOOAWIIl .. e e 10,700 10,700
Intangible assets, net of accumulated amortization ...... ... ..ottt 3,223 3,811
Bank owned life insurance policies. . .. ... i e e 19,173 18,460
L0 T3 Y31 2,486 2,830
Assets of discontinued OPerations .. .. .......it it e — 8,282
Ol BSSEES. « o v ittt ittt ettt e e e e e e e e $696,529  $664,083
Liabilities and Stockholders’ Equity
Deposits:
ChecKing depOSItS . ..\ttt t e ettt e e e e e $186,791  $183,650
SaVINGS QEPOSItS . . o oot e 31,944 32,749
Money market deposits . . ...ttt e e 46,465 49,931
Certificates Of deposit .. ... ov ittt e e e e 242678 201,620
Total dEPOSIES « o v\ vttt et e e e 507,878 467,950
Federal funds purchased and securities sold under agreements to repurchase............... 4,036 5,669
Federal Home Loan Bank advances. . . ...ttt ittt it et et i e et 111,131 111,915
Notespayable . ... uve i e 202 3,544
Subordinated debDemntUIES. . v v vt it e e e e 16,005 16,005
Accrued expenses and other liabilities . .. .. .o ittt i e e 3,928 4,864
Liabilities of discontinued Operations . ... .......ceoriureeriniiereranninreennaninenn., — 1,282
Total Habilities. . . . oo v ettt et s et e e e et 643,180 611,229
Stockholders’ equity:
Preferred stock, no par value. Authorized 10,000,000 shares; no sharesissued ............ — —
Common stock, no par value. 50,000,000 shares authorized; 4,499,470 and 4,496,753 shares

issued; 4,034,995 and 4,034,178 shares outstanding at December 31, 2005 and 2004,

TSPV Y . L o oottt e e e e 27,880 27,849
Capital SUIPIUS . . ..o e 417 306
Retained Carmings. . . oo vvt ettt e e e 30,941 28,264
Treasury stock, common stock 464,475 and 462,575 shares at cost at December 31, 2005

and 2004, resPeCtiVELY . . ... u i e e (4,583) (4,537)
Accumulated other comprehensive income (10ss) ............. i i (1,306) 972
Total stockholders’ equUItY .. ... vvvv ittt i 53,349 52,854
Total liabilities and stockholders’ equity ............. .. o i $696,529  $664,083

See accompanying notes to the consolidated financial statements
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TEAM FINANCIAL, INC. AND SUBSIDIARIES
Consolidated Statements of Operations
Years ended December 31, 2005, 2004, and 2003

‘(Dollars in thousands, except per share data)

2005 2004 2003
Interest income:
Interestand feesonloans . ... .t $ 27,778 $ 23308 $ 23,189
Taxable INVeStMENT SECUTILIES . . .\ ot vttt e e ittt ieeiae e 7,352 7,364 7,144
Nontaxable Investment SECUTIIES . . . . v\ vttt it ittt e e eenn 1,168 1,203 1,094
L7 7 P 311 100 152
Total interest income ................... P 36,609 31,975 31,579
Interest expense:
Deposits:
ChecKing AEPOSILS « .« vttt vt ee e ettt . 1,124 570 554
Savings deposits . .. ... e 222 212 246
Money market deposits . . ..o vttt e 627 493 557
Certificates of deposit .. ...t 6,823 4,630 5,392
Federal funds purchased and securities sold under agreements to repurchase. . . 136 143 49
FHLB advancespayable ........ ... ... i i 4,696 4,865 4,998
Notespayable....... ... .. . 62 125 174
Subordinated debtentures. . ... ... . . 1,553 1,553 1,553
Total Interest eXPense. ...\ vu vt s 15,243 12,591 13,523
Net interest income before provision for loanlosses. ................. 21,366 19,384 18,056
Provision forloanlosses . ... . (820) (1,465) (1,790)
Net interest income after provision for loan losses . .................. 20,546 17,919 16,266
Non-interest income:
Service charges. . .. ... i 3,891 3,952 3,573
8T TP 702 664 608
Gainonsalesof mortgageloans........... .. .. i i i i 887 1,264 2,788
Gain (loss) on sales of investment SECUTIties. . . ..o iivie s 1 (50) 294
Bank owned life insurance income ... ... i i 842 821 892
Other 1,385 1,499 1,653
Total non-interest iNCOME . ... .o\ttt i et ianens 7,706 8,150 9,808
Non-interest expenses:
Salaries and employee benefits ... ... ... ... 11,406 10,638 10,927
Occupancy and eqUIPIIENt .. ... ... ...t i s 2,759 2,765 2,495
Data processing . . ..ottt e 2,851 2,528 2,190
Professional fees ... ..o i e e e 1,348 1,179 1,090
Marketing. . . ..ot 378 355 267
SUPPliEs ..o e 322 378 381
Intangible asset amortization .......... .. ... . i 616 798 823
Disposal of branchassets. . .......... ... .. o i — — 258
O ReT . oo 3,550 3,410 3,243
Total non-interest EXPenses . . ... .ouve ittt 23,230 22,051 21,674
Net income from continuing operations before income taxes........... 5,022 4,018 4,400
Income tax eXpense . .. ...t 944 222 958
Net income from continuing operations ................. ... ...... 4,078 3,796 3,442
Net income (loss) from discontinued operations, netoftax ................... (108) (218) 350
Nt ICOME oottt ottt et e e e $ 3970 $ 3,578 $ 3,792
Basic income per share from continuing operations ......................... $ 1.01  § 093 § 0.84
Diluted income per share from continuing operations ....................... $ 1.00 § 093 § 0.83
Basic income per share from discontinued operations. . .......... ... ..., $  (003) $ (005 $ 0.09
Diluted income per share from dicontinued operations ...................... $ (0.03) $ (0.05) § 0.09
Basicincome pershare . .........oii i $ 098 § 088 § 0.93
Diluted inCOME Per SNAIE ..\ .o\ v ittt et e e e $ 097 $ 0.87 § 0.92
Shares applicable to basic income pershare ........... .. ... ool 4,038,097 4,060,587 4,095,903
Shares applicable to diluted income pershare.............. ... ... ... ... 4,094,793 4,094,714 4,131,381

See accompanying notes to the consolidated financial statements
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TEAM FINANCIAL, INC. AND SUBSIDIARIES
Consolidated Statements of Comprehensive Income
Years ended December 31, 2005, 2004, and 2003
(In thousands)

2005 2004 2003
=108 Vet ) 1. V= P PP $ 3,970 $3,578 § 3,792
Other comprehensive income (loss), net of tax:
Unrealized gains (losses) on investment securities available for sale, net
of tax of $(1,175), $(493), and $(970) for the years ended December 31,
2005, 2004, and 2003, respectively ... ... ..ol (2,279)  (958) (1,877)
Reclassification adjustment for (gains) losses included in net income,
net of tax of $0, $17, and $(100) for the years ended December 31, 2005,

2004, and 2003, respectively ... .o 1 33 (194)
Other comprehensive income (loss),net ... n, (2,278) _ (925) (2,071)
Comprehensive INCOME . . ...\ tvter i eet i et ieneieananenns $ 1,692 $2653 §$ 1,721

See accompanying notes to the consolidated financial statements
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TEAM FINANCIAL, INC. AND SUBSIDIARIES
Consolidated Statements of Changes in Stockholders’ Equity
Years ended December 31, 2005, 2004, and 2003

(In thousands)

Accumulated
Additional other Total
Common paid-in Retained  Treasury comprehensive stockholders’
stock capital earnings stock income (loss) equity

Balance, December 31,2002............. 27,393 211 23,290 (3,034) 3,968 51,828
Treasury stock purchased (50,800 shares) . . — — — (564) — (564)
Common stock issued in connection with

compensation plans (7,428 shares) ... ... 55 — — — — 55
Contribution of shares of treasury stock

to Company ESOP (35,300 shares). .. ... — 55 — 386 — 441
Increase in additional paid in capital in

connection with compensation plans . . .. — 26 — — — 26
Netincome ... — — 3,792 — — 3,792
Dividends ($0.27 per share). ............. — — (1,103) — — (1,103)
Other comprehensive income (loss),

net of $(1,070) intaxes................ — — — — (2,071) (2,071)
Balance, December 31,2003 ............. 27,448 202 25,979 (3,212 1,897 52,404
Treasury stock purchased (142,992 shares) . — — — (1,683) — (1,683)
Commeon stock issued in connection with

compensation plans (47,115 shares). . ... 393 — — — — 393
Contribution of shares of treasury stock

to Company ESOP (30,500 shares). ... .. — 7 — 358 — 365
Decrease in additional paid in capital in v

connection with compensation plans .. .. 8 (8) — — — —
Increase in additional paid in capital in

connection with compensation plans .. .. — 15 — — — 15
Netincome ........oovviiiiiiinn... — — 3,578 — — 3,578
Dividends ($0.32 per share).............. — — (1,293) — — (1,293)
Other comprehensive income (loss),

netof $(476)intaxes ................. — — — — (925) (925)
Balance, December 31,2004 .. ........... 27,849 306 28,264 (4,537) 972 52,854
Treasury stock purchased (6,100 shares) . . . — — — (93) — (93)
Common stock issued in connection with

compensation plans (6,917 shares)... ... 31 (18) — 47 — 60
Increase in additional paid in capital in

connection with compensation plans . . .. — 129 — — — 129
Netincome ........cooveiivivininennn. : — — 3,970 — — 3,970
Dividends (80.32 per share). ............. — — (1,293) — — (1,293)
Other comprehensive income (loss),

netof $(1,175) intaxes................ — — — — (2,278) (2,278)
Balance, December 31,2005 ............. $27,880 $417 $30,941  $(4,583) $(1,306) $53,349

See accompanying notes to the consolidated financial statements
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TEAM FINANCIAL, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows
Years ended December 31, 2005, 2004, and 2003
(In thousands)

2005 2004 2003
Cash flows from operating activities:
NEUINCOIIE. 4 ottt vttt et ettt et § 3970 $ 3578 $§ 3,792
Loss (Income) from discontinued operations. . ..., 108 218 (350)
Adjustments to reconcile net income to net cash provided by operating activities:
Provision for loan l0Sses. . .. ... .o 820 1,465 1,790
Depreciation and amortization ... ...t i it i e e 2,479 2,868 4,327
Contribution of common stock to ESOP. ....... ... ... o i, — 365 441
Deferred inCome taXes. . ... oottt e (525) (386) (333)
Noncash compensation eXPeNSe . . . ... vun e vt ettt ettt ereninen.. 129 15 26
Change in bank owned life insurance .............. ... ... .. .. il (713) (704) (788)
Net (gain) loss on sales of investment securities. .. ....... ..o, ) 50 (294)
FHLB stock dividends . ... i i i (317) (226) —
Net gain on sales of mortgage loans ........... ... ... i i (887) (1,264) (2,788)
Net (gain) lossonsalesofassets .. ....... .. ... . ... i i (57) 138 73
Disposal of branch assets. .. ........... ... .. i i — — 258
Proceeds from sale of mortgage loans. . ......... . L i 52,399 62,507 132,436
Origination of mortgage loansforsale . ............. ... . . ... .. .., (50,456)  (63,539)  (121,264)
Net (increase) decrease inotherassets. . .........coo i enn, (200) 62 1,337
Net (decrease) increase in accrued expenses and other liabilities . . ............ .. 1,689 (217) (1,540)
Net cash flows from operating activities of discontinued operations.............. — (1,486) 911
Net cash provided by operating activities .............. ... ... .. ... .. ... 8,438 3,444 18,034
Cash flows from investing activities:
Netincrease inloans ... ... i (43,256)  (29,985) (16,400)
Proceeds from sale of investment securities available-for-sale .................... 1,014 8,593 5,686
Proceeds from maturities and principal reductions of investment securities available-
fOr-Sale . .. 40,656 74,292 127,556
Purchases of investment securities available-for-sale...................... ...... (44,004)  (56,627)  (134,684)
Purchase of premises and equipment, net . ....... .. ... ... i, (2,299) (2,820) (3,046)
Proceeds from sales of assets. . . ... .. 260 731 641
Cash paid foracquisitions . .. ... o i e (9235) (925) —
Net cash received from sale of discontinued operations ......................... 6,892 — —
Net cash flows from investing activities of discontinued operations ................ — 753 (1,272)
Net cash used in investing activities . ............c..uirirnrirniinannnn.. (41,662) (5,988) (21,519)
Cash flows from financing activities:
Net (decrease) increase in deposits. .. ... 39,928 21,791 (9,4406)
Net (decrease) increase in federal funds purchased and securities sold under
agreements torepurchase ......... . ... . (1,633) (1,511) 2,896
Payments on Federal Home Loan Bank advances . ............................. (10,794)  (12,098) (1,097)
Proceeds from Federal Home Loan Bank advances ............. ... . ... ... 10,010 12,779 —
Paymentsonnotespayable .. ........ ... .. (9.785) (7,990) (3,540)
Proceedsofnotespayable. ....... ... 6,443 8,312 200
Common stock issued .. ... 31 393 55
Purchase of treasury stock. .. ... . i (93) (1,683) (564)
Issuance of treasurystock ... ... 29 — —
Dividends paid on commonstock . ... ... .. e (1,293) (1,298) (1,022)
Net cash provided by (used in) financing activities . . ... ..................... 32,843 18,695 (12,518)
Net change in cash and cash equivalents. ............ oo, (381) 16,151 (16,003)
Cash and cash equivalents at beginningof theyear............................... 34,741 18,590 34,593
Cash and cash equivalents atendof theyear. . ............ ... ... .o i $ 34360 $ 34,741 $ 18,590

See accompanying notes to the consolidated financial statements
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TEAM FINANCIAL, INC., AND SUBSIDIARIES
Consolidated Statements of Cash Flows (continued)
Years ended December 31, 2005, 2004, and 2003

(In thousands)
2005 2004 2003
Supplemental disclosures of cash flow information :

Cash paid during the year for:

£ .3 S $14,611 $12,682 $13,596

IO LK. o v vttt ettt ettt et e e 804 1,404 2,055
Noncash activities related to operations:

Assets acquired through foreclosure . ... 559 2,243 549

Loans to facilitate the sale of real estate acquired through foreclosure............... 336 2,106 521

Noncash activities related to acquisitions and disposals:
Operating activities:

Decrease in Other @SSLS . ... .o uvutv ettt it 8 — 8 — 5 @5
Investing activities:
Decrease in premises and eqUIPIMENt . .. ..o ot tvttttte e — — (213)

See accompanying notes to the consolidated financial statements
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TEAM FINANCIAL, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements
December 31, 2005, 2004 and 2003

(1) Summary of Significant Accounting Policies

The following accounting policies, together with those disclosed elsewhere in the consolidated financial
statements, represent the significant accounting policies used in presenting the accompanying consolidated
financial statements.

Principles of Consolidation

The consolidated financial statements include the accounts of Team Financial, Inc. and its wholly owned
subsidiaries, Team Financial Acquisition Subsidiary, Inc., including TeamBank, N.A. and its subsidiaries,
and Post Bancorp including Colorado National Bank, all of which are collectively considered one segment.
All material inter-company transactions, profits, and balances are eliminated in consolidation.

Financial Statement Presentation and Use of Estimates

The consolidated financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America. In preparing the consolidated financial statements,
management is required to make estimates and assumptions that affect the reported amounts of assets,
liabilities, and contingent assets and liabilities as of the balance sheet dates and revenues and expenses for
the reporting years. Actual results could differ from those estimates.

Cash and Cash Equivalents

For the purposes of reporting cash flows, cash and cash equivalents include cash on hand, amounts due
from banks and federal funds sold.

Securities Available-for-Sale

Securities to be held for indefinite periods of time, including securities that management intends to use as
a part of its asset/liability strategy that may be sold in response to changes in interest rates, loan
prepayments, or other factors, are classified as available-for-sale and carried at fair value. Gains or losses
on the sale of securities are determined using the specific identification method. Premiums and discounts
are recognized in interest income using the interest method over the period to call date and maturity date,
respectively. Unrealized holding gains or losses, net of tax, for securities available-for-sale are reported as
a component of other comprehensive income (loss).

A decline in the fair value of any security below cost that is deemed other than temporary is charged to
earnings, resulting in the establishment of a new cost basis for the security.

Loans

Loans are stated at unpaid principal balances, reduced by unearned fees. Interest on loans is accrued and
credited to income as it is earned using the simple interest method on daily balances of the principal
amount outstanding. However, interest is generally not accrued on loans over 90 days contractually
delinquent. Accrued interest income is reversed when a loan is placed on non-accrual status. Fees received
on loans in excess of amounts representing the estimated cost of origination are deferred and credited to
income using the interest method.
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TEAM FINANCIAL, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)
December 31, 2005, 2004 and 2003

Mortgage Banking

Loans held for sale in the secondary market are carried at the lower of aggregate cost or fair value.
Unrealized losses are recognized via a charge against operations through the establishment of a valuation
reserve. Realized gains and losses on such loans are accounted for under the specific identification
method. Loan origination fees and costs are not amortized during the period the loans are held for sale
and are recorded as part of the gain or loss on the sale of loans.

Certain mortgage loans are sold to permanent investors while we retain the right to service the loans.
Service fees are recorded in income when earned. Capitalized servicing rights are recorded at the time the
loan is sold, thereby increasing the gain on sale by such amount, and subsequently amortized over the
period of the estimated future net servicing income of the underlying financial assets. Any remaining
unamortized amount is charged to expense if the related loan is repaid prior to maturity.

Management monitors the capitalized mortgage servicing rights for impairment based on the fair value of
those rights, as determined on a quarterly basis. Any impairment is recognized through a valuation
allowance.

Allowances for Loan Losses

We account for impaired loans in accordance with Statement of Financial Accounting Standards (SFAS)
No. 114, Accounting By Creditors For Impairment Of A Loan, as amended by SFAS No. 118, Accounting By
Creditors For Impairment Of A Loan—Income Recognition And Disclosures. SFAS No. 114 generally
requires all creditors to account for impaired loans, except those loans that are accounted for at fair value
or at the lower of cost or fair value, at the present value of the expected future cash flows discounted at the
loan’s effective interest rate at the date of initial impairment, or, as a practical expedient, at the loan’s
observable market prices or fair value of the collateral if the loan is collateral dependent. SFAS No. 114
indicates that a creditor should evaluate the collectibility of both contractual interest and contractual
principal when assessing the need for a loss accrual.

We consider a loan to be impaired when it is deemed probable by management that we will be unable to
collect all contractual principal and interest payments in accordance with the terms of the original loan
agreement. However, when determining whether a loan is impaired, management also considers the loan
documentation, the current ratio of the loan’s balance to collateral value, and the borrower’s present
financial position. Included as impaired loans are all loans contractually delinquent 90 days or more and all
loans upon which accrual of interest has been suspended.

Management believes that the allowance for loan losses as of December 31, 2005 is adequate. However,
additions to or recaptures from the allowances may be necessary based upon changes in economic
conditions, borrower financial status, the regulatory environment, real estate values, and loan portfolio size
and composition. As such, periodic provisions for estimated loan losses may vary from time to time.

Real Estate Owned

Real estate acquired through foreclosure is initially recorded at the lower of cost or fair value less
estimated cost to sell. If fair value less cost to sell is less than amortized cost, a charge against the
allowance for loan losses is recorded at property acquisition. Declines in property value subsequent to
acquisition are charged to operations.
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TEAM FINANCIAL, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)
December 31, 2005, 2004 and 2003

Recognition of gains on the sale of real estate is dependent upon the transaction meeting certain criteria
relating to the nature of the property and the terms of the sale and potential financing. These criteria are
presented within SFAS No. 66 Accounting For Sales Of Real Estate, and Accounting Principal Board
No. 21, Interest On Receivables and Payables. Under certain circumstances, a gain on sale of real estate, or a
portion thereof, may be deferred until the criteria are met. Losses on disposition of real estate, including
expenses incurred in connection with the disposition, are charged to operations.

Premises and Equipment

Land is carried at cost. Other premises and equipment are reported at cost less accumulated depreciation
and amortization. Depreciation and amortization are computed using the straight-line method over the
estimate useful lives of the assets or the term of the related lease, whichever is shorter. The useful lives for
the principal classes of assets are:

Assets Useful life
Buildings and improvements .. ... . i i e 5 to 40 years
Furniture, fixtures, and equipment ............. ..o, 3 to 10 years

Goodwill and Other Intangible Assets

Goodwill resulting from the acquisition of bank branches and subsidiaries represents the excess of the
purchase price over the fair value of the net assets acquired or net liabilities assumed. Goodwill and
intangible assets with indefinite useful lives are tested for impairment at least annually. Intangible assets
with estimated useful lives are amortized to their estimated residual values and reviewed for impairment.

Core deposit intangible assets resulting from the acquisition of bank branches and subsidiaries represent
the fair value assigned to core deposits assumed. Core deposit intangible assets are amortized using the
straight-line method over periods ranging from seven to fifteen years.

The intangible asset resulting from the acquisition of an insurance agency represents the fair value
assigned to the existing customer list of the insurance agency acquired. The agency expiration intangible
asset was amortized using a straight-line basis over a period of ten years. In February 2005, the insurance
agency subsidiary was sold to an independent third party. Therefore, the agency expiration intangible asset
is presented in assets of discontinued operations in the 2004 consolidated financial statements.

Bank Owned Life Insurance
Bank owned life insurance is recorded at the cash surrender value of the underlying policies. Income on
the investments in the policies, net of insurance costs, is recorded as non-interest income.

Insurance Agency Commissions

Insurance agency commissions are recorded as of the effective date of insurance coverage or the billing
date, whichever is later. Contingent commissions and commissions on premiums billed and collected
directly by insurance companies are recorded as revenue when received, which is our first notification of
amounts earned. Insurance agency commissions are included in net income (loss) from discontinued
operations in the 2004 and 2003 consolidated financial statements.
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Notes to Consolidated Financial Statements (Continued)
December 31, 2005, 2004 and 2003

Income Taxes

We file consolidated federal income tax returns. Certain income and expense items are treated differently
for financial reporting purposes than for income tax purposes. Deferred tax assets and liabilities are
recognized for the future tax consequences attributable to the difference between the consolidated
financial statement carrying amounts of existing assets and liabilities and their respective tax bases.
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income
in the years in which those temporary differences are expected to be recovered or settled. The effect on
deferred tax assets and liabilities of a change in tax rates is recognized in income in the period that includes
the enactment date.

Stock Incentive Plan

The Company has applied the provisions of Accounting Principals Board (APB) Opinion No. 25 and
related interpretations in accounting for options issued under the Stock Incentive Plan. The exercise price
of certain of the stock options granted equals the market price of the underlying stock options on the date
of grant, and therefore, no compensation expense is recorded. Certain other stock options granted have
contingent vesting schedules based on various performance goals and therefore expense may be recorded
as the difference between the exercise price and the fair market value at the date of vesting. We have
adopted the disclosure-only provisions of Statement of Financial Accounting Standards No. 123,
Accounting for Stock-Based Compensation (SFAS 123), included in footnote 13 of the notes to the
consolidated financial statements.

Income per Share

Basic income per share is computed by dividing income available to common shareholders by the weighted
average number of common shares outstanding for the year. Diluted income per share reflects the
potential dilution that could occur if securities or other contracts to issue common stock were exercised or
converted into common stock. The shares used in the calculation of basic and diluted income per share are
shown below:

Years ended

2008 2004 2003
Basic weighted average common shares outstanding 4,038,097 4,060,587 4,095,903
Stock options. ..ottt 56,696 34,127 35,478
Diluted weighted average common shares
outstanding . ............ i 4,094,793 4,094,714 4,131,381

Recent Accounting Developments

In December 2004, the Financial Accounting Standards Board (FASB) issued Statement of Financial
Accounting Standards No. 123 (revised 2004), Share Based Payments, (SFAS 123R). This statement
requires that the cost resulting from all share-based transactions be recognized in the financial statements.
SFAS 123R establishes fair value as the measurement objective in accounting for share-based
arrangements and requires all entities to apply a fair-value based measurement method in accounting for
share based payments with employees except for equity instruments held by employee share ownership
plans. SFAS 123R replaces FASB Statement No. 123, Accounting for Stock-Based Compensation, and
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supercedes Accounting Principal Board Opinion No. 25, Accounting for Stock Issued to Employee,
(APB 25) and is effective as of the beginning of the first interim or annual reporting period beginning after
June 15, 2005. As discussed in the notes to consolidated financial statements, in 2005 and previous years,
we have applied APB 25 in accounting for our stock incentive plans which requires compensation cost be
recognized as the excess, if any, of the fair market value of our stock at the date of grant over the amount
the employee must pay to acquire the stock. In accordance with APB 25 we have reported the pro forma
effect on net income in the notes to the consolidated financial statements as if the share-based awards were
accounted for using the fair value method in a footnote.

On September 30, 2004 the FASB issued a final FASB Staff Position, FSP EITF Issue 03-1-1, that delays
the effective date for the measurement and recognition guidance included in EITF Issue 03-1, The
Meaning of Other-than-temporary Impairment and Its Application to Certain Investments, (EITF 03-1).
Originally, this statement was effective for reporting periods beginning after June 15, 2004 and provided
guidance on when to record a loss in the statement of operations and when additional information needed
to be disclosed on unrealized losses. Other components of EITF 03-1 regarding quantitative and
qualitative information was required to be presented in the financial statements effective for fiscal years
ending after December 15, 2003 and was not deferred by the FASB’s Staff Position. This portion of
EITF 03-1 was adopted in December 2003 and the required disclosures are included in footnote 3 in the
Notes to Consolidated Financial Statements. The adoption of the measurement and recognition guidance,
have not had a material impact on the financial position and results of operations.

In December 2003, the American Institute of Certified Public Accountants issued Statement of
Position 03-3, Accounting for Certain Loans or Debt Securities Acquired in a Transfer, (SOP 03-3). SOP 03-3
addresses the accounting for certain acquired loans or debt securities, including those acquired in a
purchase business combination, that have experienced a deterioration of credit quality between the loan
origination date that the date the loan is acquired by an investor, and for which it is probable that at
acquisition the investor will be unable to collect all contractually required payments on the loan. Loans
within the scope of this SOP that are acquired should be recognized initially at the present value of
amounts expected to be received and no allowance for loan losses should be carried over related to these
loans at acquisition. SOP 03-3 prohibits displaying accretable yield and nonaccretable differences in the
balance sheet. SOP 03-3 is effective for loans acquired in fiscal years beginning after December 15, 2004.
We adopted SOP 03-3 on January 1, 2005. The adoption of SOP 03-3 did not have a material impact on the
financial position or results of operations.

(2) Discontinued Operations

On February 25, 2005, we completed the sale of our insurance agency subsidiary, Team Insurance
Group, Inc. All of the issued and outstanding shares of the subsidiary were sold to an unaffiliated third
party for total cash consideration of $6,836,000. Our investment in Team Insurance Group, Inc. at
February 25, 2005 was approximately $7,000,000. A loss on the sale of the subsidiary of approximately
$164,000 was recorded in the second quarter of 2005 upon finalization of the selling price and is presented,
net of the tax effect of $56,000, in discontinued operations in the accompanying consolidated financial
statements. The sale was effective December 31, 2004 and, therefore, the operations of the insurance
subsidiary during 2005 were assumed by the new owners. Pursuant to the terms of the agreement, the
buyer has until August 25, 2006 to present any breach of warranty or representation claims.
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As a result of the sale, the operations related to the insurance agency subsidiary have been classified as
discontinued operations in the consolidated financial statements and notes to the consolidated financial
statements.

The following table presents the net assets of Team Insurance Group, Inc. as of December 31, 2004.

2004
(In thousands)
CaSh .t $ 1,033
IV S IS oottt i it i e e e e e e e —
Premises and equipment, net .. ..ot i 571
GoodWill. ... e e e 5,514
Intangible assets, net of accumulated amortization ..................... 1,039
L33 =TT 1 O 125
Accrued expenses and other liabilities ............... ... ool (1,282)
TOtAl MEt ASSELS .+ o v vt et ettt e et e et e e $ 7,000

Summarized results of operations of the insurance agency for the years ended December 31, 2004 and 2003
are as follows:

2004 2003

(In thousands)
Insurance agency COMMISSIONS. .. .o ovvvrvenerienne i ennennn. $4,153  $4,454
Otherincome . ..., e e 193 229
Total INCOME . ..ottt ettt ettt e iieeaans 4,346 4,683
Salary and employee benefits.............. ..o o 3,092 2,864
Occupancy and eqQUIPIIENt . . ..ot 338 274
Professional fees. ... ... e 90 53
Marketing . ......ovurtii i e e e 126 161
SUPPES .« ot e e e 39 58
Intangible asset amortization. ... 170 175
Goodwill impairment. .. ..ot e e 174 —
Intangible asset write-off. .. ... ... 119 —
Other ..o e 455 498
Total eXpenses. . .. ...ovv i e 4,603 4,083

Net income (loss) from discontinued operations before

INCOME tAXES ...ttt e e i (257) 600
Income tax expense (benefit)............. ... oo il (39 250

Net income (loss) from discontinued operations, net of tax........ $ (218) $ 350
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(3) Investment Securities

The amortized cost, gross unrealized gains and losses, and fair value of investment securities are presented
below:

December 31, 2005
Gross Gross
Amortized  Unrealized  Unrealized
Cost Gains Losses Fair value

(In thousands)
Available for sale:

Debt securities:

U.S. Agency securities ... .....oovieiineneeneeennn.. $ 61,062 §$ 32 $(1,108) $ 59,986
Mortgage-backed securities ........... ... ... 86,535 404 (1,517) 85,422
Nontaxable municipal securities. . ................... 28,629 400 (168) 28,861
Taxable municipal securities........................ 830 42 — - 872
Other debt securities .............ccoiiiiiiiea... 6,555 40 (152) 6,443
Total debt securities............. ..o, 183,611 918 (2,945) 181,584
Equity securities .. ......coociiiiiiiiii i 8,777 52 (4) 8,825
Total available for sale securities. ................. $192,388 § 970  $(2,949) $190,409
December 31, 2004
Gross Gross
Amortized  Unrealized  Unrealized
Cost Gains Losses Fair value
(In thousands)

Auvailable for sale:
Debt securities:

U.S. Agency SECUrities . . ..o vvvevreerereeninnnnnnns $ 56401 $ 270 § (472) $ 56,199
Mortgage-backed securities .............. ... oL 88,039 1,062 (435) 88,666
Nontaxable municipal securities..................... 30,442 863 (73) 31,232
Taxable municipal securities. ....................... 971 73 — 1,044
Other debtsecurities ...t inan. 6,057 139 — 6,196
Total debt securities. ..........coviniininon., 181,910 2,407 (980) 183,337
Equity Securities . ......coreiiininn it 8,459 53 @) 8,505
Total available for sale securities. ................. $190,369  $2,460 $ (987) $191,842

Equity securities held at cost consist primarily of $6.8 million of Federal Home Loan Bank of Topeka
common stock and $1.5 million of Federal Reserve Bank common stock.
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Gross realized gains and losses on sale of investment securities available for sale are summarized as
follows:

Year ended December 31

2005 2004 2003
(In thousands)
Gain on sales of investment securities available forsale .................... $ 25 § 12 § 300
Loss on sales of investment securities available forsale..................... 26y  (62) (6)
Net gain (loss) on sales of investment securities available forsale.......... $ (1) $ (50) $ 294
Proceeds from the sale of investment securities available forsale............ $1,014 $8,593 $5,686

Information on temporarily impaired securities at December 31, 2005 and 2004, segregated by those
investments that have been in continuous unrealized loss position for less than 12 months and those
investments that have been in continuous unrealized loss position for 12 months or longer, is summarized
as follows:

December 31, 2005
Less than 12 months 12 months or longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

(In thousands)
Description of securities
Debt securities:

U. S. Agency securities. ............. $23,615 $ (344) $30,052 $ (764) $ 53,667 $(1,108)
Mortgage-backed securities. .. ....... 45,512 (838) 21,002 (679) 66,514  (1,517)
Nontaxable municipal securities. . . ... 8,355 (130) 1,158 (38) 9,513 (168)
Other debt securities ............... 2,853 (152) — — 2,853 (152)
Total debt securities.............. 80,335  (1,464) 52,212 (1,481) 132,547  (2,945)
Equity securities .............o.ent 7 3) 6 [€)) 13 &)

Total temporarily impaired securities . .. $80,342  $(1,467) $52,218 $(1,482) $132560 $(2,949)

December 31, 2004

Less than 12 months 12 months or longer Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses

(In thousands)
Description of securities
Debt securities:

U. S. Agency securities. ............. $28312 § (305) $ 6,133 $ (167) §$ 34445 §$ (472)
Mortgage-backed securities.......... 35,978 (362) 4,257 (73) 40,235 (435)
Nontaxable municipal securities. .. . .. 3,083 (35) 1,507 (38) 4,590 (73)
Total debt securities.............. 67,373 (702) 11,897 (278) 79,270 (980)
Equity securities ..................... 4 10 @) 14 (D

Total temporarily impaired securities ... $67,377 $ (702) $11,907 $ (285) $ 79,284 $ (987)

The table above represents 218 investment securities at December 31, 2005 where the current fair value is
less than the related amortized cost. The unrealized losses on these temporarily impaired securities are a
result of changes in interest rates for fixed-rate securities where the interest rate received is less than the

64




TEAM FINANCIAL, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)
December 31, 2005, 2004 and 2003

current rate available for new offerings of similar securities, changes in market spreads as a result of shifts
in supply and demand, and changes in the level of prepayments for mortgage-backed securities. These
unrealized losses are considered temporary based on our ability and intent to hold until values recover.

Contractual maturities of investment securities classified as available-for-sale are set forth in the following
table. Expected maturities will differ from contractual maturities because issuers may have the right to call
or prepay obligations with or without penalties.

December 31, 2005 December 31, 2004
Amortized Fair Amortized Fair
Cost Value Cost Value
(In thousands) (In thousands)
Auvailable-for-sale:
Duelessthanoneyear............oooiviiniinnaanean. $ 12,159 $ 12,064 $ 4861 § 4901
Due after one through fiveyears ...................... 27,288 26,838 36,192 36,329
Due after five through tenyears....................... 39,598 39,309 29,547 30,195
Dueaftertenyears........ ..ot 104,566 103,373 111,310 111,912
Equity investments . .......ooveeinniiiiee i 8,777 8,825 8,459 8,505

$192,388 $190,409 $190,369 $191,842

At December 31, 2005, securities with amortized cost of approximately $163,126,000 and fair value of
approximately $161,145,000 were pledged as collateral to creditors, collateral for repurchase agreements,
collateral for public funds on deposits and for other purposes as required by law. At December 31, 2004
securities with amortized cost of approximately $161,723,000 and fair value of approximately $162,677,000
were pledged for the same purposes.
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(4) Loans

Major classifications of loans at December 31, 2005 and 2004 are as follows:

2005 2004
Percent of Percent of
Total Total Loans Total Total Loans

(Dollars in thousands)
Loans receivable:
Loans secured by real estate:

Onetofourfamily ........... ...t $ 86,880 20.7% 87,633 23.1%
Construction and land development ................ 80,918 19.3 49,388 13.0
Nonfarm, nonresidential .......................... 136,318 324 122,007 32.2
Farmland ......... ... . i 32,135 7.6 13,480 3.6
Multifamily. ...........ooo 4,603 1.1 4,301 1.1
Commercial and industrial .......................... 55,128 13.1 67,970 18.0
Agricultural ... ... .. e e 7,952 1.9 14,919 3.9
Installmentloans. .........coo i, 11,843 2.8 13,691 3.6
Obligations of state and political subdivision........... 4,131 1.0 4,370 1.2
Lease financing receivables.................... ... .. 1,202 0.3 1,802 0.5
Grossloans ..ot 421,110 100.2 379,561 100.2
Lessunearnedfees.............coviirivrvrninnn,. 929 0.2 790 0.2

Totalloansreceivable .......................... $420,181 100.0% 378,771 100.0%
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Included in one-to-four family real estate loans are mortgage loans held for sale of approximately
$1,845,000 and $3,107,000 at December 31, 2005 and 2004, respectively.

A summary of non-performing assets is as follows:

December 31
2005 2004
(In thousands)

Non-performing assets:
Non-accrual loans:

Realestate loans .........vtiiii i $1,303 $§ 710
Commercial, industrial, and agricultural .................... 906 308
Installment1oans ........c.ooieen e 134 263
Total non-accrualloans ..............ccoiiiiiiinnin..n. 2,343 1,281
Loans past due 90 days or more still accruing:
Realestate loans ...ttt 604 40
Commercial, industrial, and agricultural . ................... 534 344
Installmentloans ...... ... 46 36
Total past due 90 days or more still accruing .............. 1,184 420
Restructured 1oans. . . ..ovv vt it e 1,055 1,053
Total non-performingloans. ..............ooiiiin.. 4582 2,754
Assets acquired through foreclosure. .............. ... 455 408
Total non-performing assets .. .......c.covveevurennnnrnn.. $5,037 $3,162

An analysis of impaired loans is summarized as follows:

Accrual status Non-accrual status Total impaired loans
Specific Specific Specific
Principal Allowances Principal Allowances Principal Allowances
(In thousands)
December 31,2005............... $1,184 $— $2,343 $613 $3,527 $613
December 31,2004 ............... $ 420 $— $1,281 $262 $1,701 $262

Average investment in impaired loans was $2,331,000, $4,008,000 and $6,683,000 during the years ended
December 31, 2005, 2004 and 2003 respectively.

Activity related to loans made to our directors and executive officers during 2005 is presented below. Such
loans were made in the ordinary course of business on normal credit terms, including interest rate and
collateralization (in thousands):

Loans to executive officers and directors at January 1,2005 ................. $1,263
e a1 (o ) £ 3 618
Amounts collected .. ... oo e e e (371)

Balance at December 31, 2005, ... oot e $1,510

Our primary market areas in Kansas are Miami County, Allen County, Franklin County, Labette County,
Johnson County and surrounding counties. The primary market areas in Nebraska are Washington
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County, and Sarpy County. The primary market areas in Colorado are El Paso County and Teller County
along the front range of the Colorado Rocky Mountains and in Missouri the primary market areas are
Vernon County and Barton County. The majority of the loans made by our subsidiary banks are within
these primary market areas.

(5) Mortgage Banking Activities

We service first mortgage loans for secondary investors. Escrow balances are held on deposit for first
mortgage loans serviced in our subsidiary banks. The aggregate first mortgage loans serviced and escrow
balances held are as follows:

December 31
2005 2004
(In thousands)
Mortgage loansserviced ......... .o i i $88,959 $106,371
EsScrow deposits .. ..vovurrrriiiii it e e 501 522

Included in gain on sales of mortgage loans are capitalized mortgage servicing rights. A summary of the net
mortgage servicing rights, which are included in intangible assets for the years ended December 31, 2005,

2004, and 2003 is as follows:

2005 2004 2003
(In thousands)

Balance January 1....... ... i $ 514 $656 $ 637
Mortgage servicing rights capitalized during the year ........ 29 80 288
AMOTTIZALION . . ..o et (140y (222) (510)
Valuation adjustment ............. ..o i, — — 241
Balance December 31 .. .....coviiiii i $ 403 $ 514 $ 656

Service fees earned, included in other income, were approximately $248,000, $290,000, and $329,000 for
the years ended December 31, 2005, 2004 and 2003, respectively.

(6) Allowance for Loan Losses

A summary of the allowances for loan losses for the years ended December 31, 2005, 2004, and 2003 is as
follows:

December 31
2005 2004 2003
(In thousands)
Balance, beginning of year .....................o..s. $4,898 $ 4,506 $ 4,611
Provision forloanlosses .........ovviiieiiinnennn.. 820 1,465 1,790
Charge-offs ... (711)  (1,306) (2,247)
Recoveries. ..ot e 417 233 352
Balance, end of year.............coooiiiiiiiiiiiann., $5424 $ 4,898 $ 4,506
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(7) Premises and Equipment, Net

Major classifications of bank premises and equipment at December 31, 2005 and 2004 for continuing
operations are summarized as follows:

December 31
2005 2004
(In thousands)
Land ... e $ 4666 $ 3,020
BanKk premises. .. ovvvt i e 13,582 12,450
Furniture, fixtures, and equipment ............... ... 11,012 11,591
29,260 27,061
Less accumulated depreciation . ..., 12,901 11,744

$16,359  $15,317

Depreciation expense from continuing operations aggregating $1,231,000, $1,194,000, and $1,083,000 for
the years ended December 31, 2005, 2004, and 2003, respectively, is included in occupancy and equipment
expense in the accompanying consolidated statements of operations.

Space in certain facilities is rented under operating leases extending to 2007. Rent expense for continuing
operations related to the leases was approximately $108,000 during 2005 and $107,000 during 2004 and
2003. Following is a summary of future minimum lease payments for years following December 31, 200S:

(In thousands)
2000, . ot e e e e e $108,000
200 e e e e e e 85,000
Thereafter ... .. e —
$193,000

(8) Goodwill and Intangible Assets

The following table presents the original cost and accumulated amortization of intangible assets for
continuing operations.

December 31
2005 2004
Gross Carrying  Accumulated  Gross Carrying  Accumulated
Amount Amortization Amount Amortization
(In thousands) (In thousands)
Core deposit intangible . ...............oou... $6,400 $3,581 $6,400 $3,103
Noncompete agreements. .................... — — 150 150
Mortgage servicing rights. .............. .. ... 2,450 2,046 2,420 1,906
Total intangible assets .. ................... $8,850 $5,627 $8,970 $5,159
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Expected amortization expense is as follows:

Estimated amortization expense
Core Deposit Mortgage
Intangible Servicing Rights Total
(In thousands)

Year ending December 31,

2000, .0 e $475 $69 $544
2007, 475 69 544
2008, . e 391 69 460
2000, . 383 69 452
20000 o 383 69 452

Goodwill was $10,700,000 at December 31, 2005 and December 31, 2004, There was no impairment of
goodwill associated with continuing operations recorded for the years ended December 31, 2005, 2004 and
2003. See additional information in footnote 2, Discontinued Operations, for goodwill associated with
discontinued operations in 2004.

(9) Deposit Accounts

Deposits are summarized as follows:

December 31
2005 2004
(In thousands)
Demand:
Noninterest bearing...........voiieieiieiirinnennnans. $ 76,011 § 71,598
Interest bearing:
NOW i e e e e 110,780 112,052
Moneymarket. ...ttt i e 46,465 49,931
157,245 161,983
Totaldemand ..................oiiiiiiriiiiiienaan, 233,256 233,581
VIS .\ttt e e 31,944 32,749
1 1= e 242,678 201,620
Total dePOSItS . .o v v vvtie et e i $507,878 $467,950
Time deposits of $100,000 andover ...........cvvvinrinn. .., $ 74426 $ 52,785
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Principal maturities of time deposits at December 31, 2005 are as follows:

Amount
(In thousands)
Year:

200, .. e e e e e e e $173,910
2007, e i e e e e e e et i e 48,314 .
0 S 14,688
2000, L e e e e e e e e 4,331
2000, o e e e e e e e s 1,419
Thereafter . .ottt i i e e e e 16

5242678
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(10) Securities Sold under Agreements to Repurchase

Our obligation to repurchase securities sold at December 31, 2005 and 2004 aggregated approximately
$4,036,000 and $5,669,000, respectively. Information concerning securities sold under agreements to
repurchase is as follows:

December 31

2005 2004
(Dollars in thousands)
Average monthly balance during theyear ................... $ 5,347 $10,481
Average interest rate during theyear....................... 2.54% 1.36%
Maximum month-end balance during theyear............... $12,936 $22,416

At December 31, 2005 and 2004, such agreements were secured by investment securities.
an Advances from the Federal Home Loan Bank, Notes Payable and Other Borrowings

Following is a summary of the advances from the Federal Home Loan Bank, notes payable and other
borrowings at December 31:

2005 2004
(In thousands)

Borrowing under a line of credit, interest floating at 2.00%
over one month LIBOR (5.51% and 4.28% at December 31,
2005 and 2004); due June 30, 2006; secured by common
stock of subsidiary banks; maximum credit limit as of

December 31, 2005 was $6,000,000 ... ... ovvnr it $ — $ 3,400
Other BOITOWINES .« oottt e e it et enaee s 202 144
202 3,544

Federal Home Loan Bank borrowings
at interest rates ranging from 2.62% to 6.96%;
maturities ranging from 2006 to 2019; secured by real
estate loans, investments securities, and Federal Home
Loan Bank StOCK . ... v it i e e e e e 111,131 111,915
$111,535 $119,003

As of December 31, 2005, we did not have an outstanding balance on the $6,000,000 line of credit. Interest
of .1875% is payable on the unused line of credit amounts.

Our subsidiary banks maintain lines of credit with the Federal Home Loan Bank of Topeka approximating
$167,603,000. As of December 31, 2005, our subsidiary banks had $111,131,000 outstanding on the lines of
credit and $41,400,000 of outstanding letters of credit, leaving available borrowings of approximately
$15,072,000.

The Federal Home Loan Bank borrowings at December 31, 2005 consisted of $4,131,000 in fixed rate
advances with interest ranging from 2.62%-6.96%, maturing in 2006 through 2019, $22,000,000 in variable
rate advances with interest ranging from 3.52% to 5.87%, maturing in 2010 through 2015 and $85,000,000
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in fixed rate advances convertible to floating rate if LIBOR increases to a range of 6.0% to 7.50%, interest
ranging from 3.66% to 4.21%, maturing in 2007 through 2012.

Principal maturities on advances from the Federal Home Loan Bank, and long-term notes payable at
December 31, 2005 were as follows:

Amount
(In thousands)
Year:
200, . et e e s $ 3,202
2007 e e e e 10,000
0 —
2000, .o e e e 5,000
2000, . et e e e e 5,000
Thereafter ..ot e e e e 88,131

$111,333

(12) Subordinated Debentures

On August 10, 2001, Team Financial Capital Trust 1 (the Trust), a Delaware business trust formed by
Team Financial, Inc., completed the sale of $15.5 million 9.50% Cumulative Trust Preferred Securities.
The Trust used the net proceeds from the offering to purchase a like amount of Team Financial, Inc.’s
9.50% subordinated debentures. The debentures, maturing August 10, 2031, are the sole assets of the
Trust. In exchange for the capital contribution made to the Trust by Team Financial, Inc. upon formation,
Team Financial, Inc. owns all of the common securities of the Trust.

In accordance with Financial Accounting Standards Board Interpretation No.46R, Consolidation of
Variable Interest Entities (FIN 46 R), adopted in December 2003, the Trust qualifies as a special purpose
entity that is not required to be consolidated in the financial statements of Team Financial, Inc. The $15.5
million Trust Preferred Securities issued by the Trust will remain on the records of the Trust.

We continue to include the Trust Preferred Securities issued by the Trust in Tier I capital for regulatory
capital purposes.

Total expenses associated with offering the preferred securities of the Trust, paid by Team Financial, Inc,,
approximated $1.0 million and are reflected in Team Financial Inc.’s financial statements. The costs are
included in “Other Assets” and are being amortized on a straight-line basis to interest expense over the life
of the debentures. As of December 31, 2005, approximately $846,000 of the cost related to offering the
Trust Preferred Securities remained unamortized.

The Trust Preferred Securities accrue and pay distributions quarterly at annual rates of 9.50% of the stated
liquidation amount of $10 per preferred security. We have fully and unconditionally guaranteed all of the
obligations of the Trust. The guaranty covers the quarterly distributions and payments on liquidation or
redemption of the Trust Preferred Securities.

The Trust Preferred Securities are mandatorily redeemable upon the maturity of the debentures on
August 10, 2031 or upon earlier redemption as provided in the Indentures. We have the right to redeem
the debentures, in whole or in part, on or after August 10, 2006 at a redemption price specified in the
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Indentures plus any accrued but unpaid interest to the redemption date. In the event that we would
redeem all or part of the debentures on or after August 10, 2006, we would amortize the proportionate
unamortized cost of the offering and incur a charge. The maximum charge that would be incurred should
we redeem all of the subordinated debentures on August 10, 2006 would be approximately $826,000.

(13) Employee Benefit Plans

Eligible employees participate in an employee stock ownership plan (ESOP). ESOP contributions charged
to salaries and benefits expense were approximately $250,000 in 2005, $365,000 in 2004, and $441,400 in
2003. The 2005 contribution consisted of cash only. The 2004 contribution consisted of 30,500 shares of
common stock with a fair value of $11.95 per share. The 2003 contribution consisted of 33,000 shares of
common stock with a fair value of $12.50 per share and 2,300 shares with fair value of $12.55.

Employees have the opportunity to purchase our common stock pursuant to Section 423 of the Internal
Revenue Code through the ESOP. The price per share of the common stock under the ESOP is 85% of
the fair market value of the stock at the commencement of each offering period. We issued 2,717 shares in
January 2005 in exchange for cash of $30,485. We issued 7,915 and 4,678 shares in January 2004 and 2003,
respectively, in exchange for cash of approximately $67,000 and $33,000.

Under various performance incertive programs, employees may be granted awards for their performance
based on certain financial and growth targets determined by management. Bonus awards for the Chief
Executive Officer and Chief Financial Officer are at the discretion of the Compensation Committee of the
Board of Directors, and bonus awards for all other employees are at the discretion of executive
management. Bonus awards consist of cash, common stock, or a combination thereof. We charged
approximately $643,900, $74,800 and $46,500 to salaries and employee benefits expense as a result of this
bonus program in 2005, 2004, and 2003, respectively.

Employees meeting certain conditions are eligible to participate in the Team Financial, Inc. 401(k) Savings
Plan immediately upon their employment date. Upon meeting certain conditions, the Company matches
50% of the first 6% of deferred compensation that employees contribute to the Plan. Team
Financial, Inc.’s contributions vest ratably over five years. We recorded $164,000, $186,400 and $210,000,
to salaries and employee benefits expense as a result of this program in 2005, 2004, and 2003, respectively.

Employees meeting certain conditions are eligible to participate in the Stock Incentive Plan (the Plan).
The selection of participants is solely within the discretion of the board of directors. The stock incentive
awards authorized to be distributed under the Plan on a stand alone, combination, or tandem basis are
(i) stock options, (ii) stock appreciation rights, (iii) other stock based awards. Pursuant to the Plan, 470,000
shares of Team Financial, Inc. common stock are reserved for issuance under the stock option components
of the Plan. We charged approximately $91,000, $15,000 and $125,600 to compensation expense during
2005, 2004 and 2003, respectively, in connection with stock options to acquire shares of common stock
granted at exercise prices below market value.
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The following table presents option activity for the years ended December 31, 2005, 2004 and 2003:

Weighted Average
Number Exercise Price
Options outstanding at December 31,2002 ........... ... ..., 228,300 $ 825
Options awarded . . ...t i e 49,750 10.79
OPptions €XEICiSEd . ..ottt e e e e (2,750) 7.86
Options outstanding at December 31,2003 ...............c.coiiinian.., 275,300 8.71
Options awarded . . ...t i i i e 39,750 12.33
Options EXeICISEd « v .v vttt e (39,200) 8.33
Options forfeited. .. ... ..o (21,300) 8.80
Options outstanding at December 31,2004 ............ ... ..ot 254,550 9.33
Optionsawarded . ...t e 54,500 13.33
Options eXercised .. ..ottt e (4,200) 7.03
Options outstanding at December 31,2005 ......... ..o, 304,850 $10.08
Options vested at December 31,2005 .. ... ...vtveiiii e, 250,250 $ 9.36

The following table summarizes information about the plan’s stock options at December 31, 2005:

Options Qutstanding Options Vested

Weighted Average Weighted Weighted

Range of Exercise Number Remaining Average Number Average
Price Qutstanding Contractual Life (years) Exercise Price Vested Exercise Price

$ 650-6.75 47,050 5.01 $ 6.625 47,050 $ 6.625

8.25-8.50 34,850 6.01 8.320 34,850 8.320

8.75-9.00 70,000 4.00 8.940 70,000 8.940

10.00 - 10.25 43,950 7.01 10.100 43,950 10.100

12.00 - 12.25 39,750 9.01 12.194 23,050 12.194

12.25-12.50 39,750 8.01 12.410 31,350 12.410

14.25 - 14.50 29,500 10.00 14.300 0 0.000

$6.50 - 14.50 304,850 6.58 $10.075 250,250 $ 9.357
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The Company has applied the provisions of Accounting Principals Board (APB) Opinion No. 25 and
related interpretations in accounting for options issued under the Stock Incentive Plan. Under APB

No. 25, compensation cost for stock options is measured as the excess, if any, of the fair market value of
our stock at the date of grant over the amount the employee must pay to acquire the stock. Had
compensation costs for the stock option components of the Plan been determined based upon the fair
value at the date of grant consistent with SFAS No. 123, Accounting For Stock Based Compensation, our net
income and earnings per share would have been reported as the pro forma amounts indicated below:

2005 2004 2003
(Dollars in thousands, except per share data)
Net income:
ASTEPOTIEd o\ttt $ 3970 §$§ 3578 § 3,792
Stock-based compensation expense included
in reported net income, netoftax ........ ... .ol 60 10 83
Compensation expense determined under fair value, net of
172 QO (143) (98) (188)
Proforma. ..o $ 3587 $§ 3490 $ 3,687
Basic earnings per share:
ASTEPOTLEd .ottt $ 098 $ 088 $ 0.93
Proforma. .. .ooti i 096 $ 0.86 0.90
Diluted earnings per share:
ASTEPOTIEd .\ttt et $ 097 $ 087 $ 0.92
Proforma.........cooiiiiiii i e 0.95 0.85 0.89
Shares applicable to basic earnings per share ................ 4,038,097 4,060,587 4,095,903
Shares applicable to diluted earnings per share............... 4,094,793 4,094,714 4,131,381

For purposes of the table above, the fair value of options granted was estimated at the date of grant using a
Black-Scholes option pricing model with the following weighted average assumptions; risk free interest
rate of 4.39% for 2005, 4.23% for 2004, and 4.26% for 2003; an expected life of 10 years; expected volatility
of stock price of 17.13% for 2005, 16.14% for 2004, and 15.93% for 2003; and expected dividends of 2.19%
per year for 2005, 2.69% for 2004, and 2.45% for 2003. The weighted average of the estimated fair value of
the options granted in 2005, 2004 and 2003 was $2.60, $2.60 and $2.70, respectively. As described in note 1,
the Company will adopt the provisions of SFAS 123R Share Based Payment in 2006 which requires that the
cost resulting from all share-based transactions be recognized in the consolidated financial statements.

In July 2001, our board of directors approved a nonqualified salary continuation plan for executive officers
and certain other officers whereby the officer will receive monthly benefits for ten years commencing with
the month after retirement or termination due to disability. The monthly benefits accrue based upon a
stated percentage ranging from 25% to 65% of the average of the highest of the participant’s salary for any
three years in the ten year period immediately preceding termination of employment on or after the
normal retirement date. In the event of death of certain participants, the plan provides a continuing benefit
to the spouse based on a vesting schedule defined by a percentage of the participant’s age. The subsidiary
banks charged $306,800, $285,500 and $246,600 to salary and employee benefits expense for 2005, 2004
and 2003, respectively, as a result of this program. In connection with the plan, we have recorded a liability
of $1,144,400 and $837,700 at December 31, 2005 and 2004, respectively.
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In January of 2002, our board of directors approved a nonqualified deferred compensation plan for
executive officers and certain other bank officers whereby the officer may defer a stated percentage of
salary ranging from 2% of compensation to 10% of compensation. The deferral amounts are matched by
the Company based on a stated percentage ranging from 15% to 25%. We accrue interest on the deferred
amounts based on a modified return on equity calculation, which includes the return on equity of our
subsidiary bank, TeamBank, N.A, net of core deposit intangible asset amortization. We charged $40,600
during 2005, $31,200 during 2004 and $22,600 during 2003 to salary and employee benefits expense as a
result of this program. A liability of $382,900 and $285,000 was recorded at December 31, 2005 and 2004,
respectively, associated with this plan.

(14) Income Taxes

Total income tax expense for 2005, 2004, and 2003 was allocated as follows:

2005 2004 2003
(In thousands)
Income from Continuing OPerations. . .. ...vvuureereareeeanreneean.s $§ 944 §$222 § 958
Income (loss) from discontinued operations ...........cooviiviiin... (56) 39) 250
Other comprehensive INCOME . . ..\ vvv vttt ete et eiar i (1,174)  (477)  (1,070)
Stockholders’ equity, recognition to tax benefit for stock options ......... (38) — —
] 1 P $ (324) $(294) $§ 138

Income tax expense (benefit) attributable to income from continuing operations for 2005, 2004, and 2003
consists of the following:

2005 2004 2003
(In thousands)

Current
Federal ... e e $1,240 $ 335 $1,129
L ottt e e e e 186 273 162
Deferred
Federal . ..ottt e (428) (339) (372)
R 7 7 (54) (47) 39
TOta] .ot e e $ 944 §$ 222 § 958
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Following is a reconciliation between income tax expense attributable to income from continuing
operations and the amount computed by multiplying earnings before income taxes by the statutory federal

income tax rate of 34%:

Expected federal income taX eXpense . ........vvviiienninieernaneonan.
Interest on obligations of state and political

SUBAIVISIONS ..ot v e e e e
State income taxes, net of federal tax

bene it . . oo e e
Cash value increase of bank owned life

insurance, net of premiums paid. .. ...... ..o i
Income tax benefit on dividends paid to

Income tax expense attributable to income from continuing operations . .
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2005 2004 2003

(In thousands)

$1,707 $1,366 $1,496
(500)  (516)  (508)
24 125 138
(45) (242) (271)
105y  (109)  (87)

(25)  (453) —
88 51 190

$ 944 § 222§ 958
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The income tax effects of temporary differences that give rise to significant portions of the deferred tax
assets and deferred tax liabilities of continuing operations at December 31, 2005 and 2004 are presented
below:

2005 2004
(In thousands)

Deferred tax assets:

Allowance for I0an LOSSES .. ..o $1,844 $1,665
Net unrealized loss on securities available forsale . .............. ... ot 673 —
State net OPerating IoSSES . .\ v vttt e e 735 635
Deferred compensation . .. ......ue ittt e e s 572 437
Self Insurance accrual. ... ...t e e e e e e 108 148
L8 71 1 =) o PP 41 113
(IR 723 (1IN 1= PP 78 42
Deferred tax assets from continuing operations .............c.ociiiiiiiii.. 4,051 3,040
Deferred tax assets of discontinued operations. .....................oia... — 171
Total gross deferred tax assets .. ... ..coieioii i e 4,051 3,211
Lessvaluation allowance .. ... i i e e (735) (635)
Total net deferred tax assetS . . oot vttt i i et e e e 3,316 2,576
Deferred liabilities:
Dividends from real estate investment trust. ... .....oi it — 202
Net unrealized gain on securities available forsale ...................... . .. — 501
Mortgage servicing rights. ... ... e 137 175
Premises and equipment ... ... .. i e 937 1,029
Core deposit intangible asset ........ ... i 65 97
FHL B StOCK . o v oottt ettt e et e e e e 367 259
Carrying value of bonds due to acquisition. . . ....... ... i i 9 23
L 11 1= S PP 39 13
Deferred tax liabilities from continuing operations ...........ccoiiiiiiiinn, 1,554 2,299
Deferred tax liabilities of discontinued operations................oovi . — 535
Total gross deferred tax liabilities ...t 1,554 2,834
Net deferred tax (liability) @sset. . .......ooveieieiiii i, $1,762 $ (258)

The Company carries a valuation allowance to reduce certain state net operating loss carryforwards which
expire at various times through 2025. At December 31, 2005, management believes it is more likely than
not that these items will not be realized.

We had deferred income for tax purposes related to our investment in a Real Estate Investment Trust
because of a different tax year for a subsidiary entity. As a result of a new regulation promulgated by the
Treasury Department in 2002, income of $606,000 has been included in taxable income ratably over a four-
year period beginning in 2002. As a result of this change in tax law, deferred income taxes payable of
$202,000 as of December 31, 2004 were paid during 2005. There was no remaining balance payable as of
December 31, 2005.
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(15) Fair Value of Financial Instruments

Fair value of financial instruments at December 31, 2005 and 2004, including methods and assumptions
utilized, are set forth below:

2005 2004
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value

{In thousands) (In thousands)
Cash and cashequivalents............. ..., $ 34,000 $ 34,000 $ 35,000 $ 35,000
Accrued interestreceivable. . ....... ... ... 5,000 5,000 4,000 4,000
Investment SECUTItIES ..\ v vttt i vttt iiiie e eanenns 190,000 190,000 192,000 192,000
Loans, net of unearned discounts and allowance for
1oAN JOSSES. v vttt 415,000 414,000 374,000 373,000
Bank owned life insurance policies ................... ... 19,173 19,173 18,460 18,460
Demand deposits. . ... .vve et $ 76,000 § 76,000 $ 72,000 $ 72,000
Money market and NOW deposits. .. .. e 157,000 157,000 161,000 161,000
Savings deposits. .. ...t e 32,000 32,000 33,000 33,000
Time deposits. . .ot er i 243,000 243,000 202,000 202,000
Total deposits ... \vvevr it $508,000 $505,000 $468,000 $466,000
Accrued interestpayable ........ ... i $ 2000 $ 2000 $ 1,000 $ 1,000
Notes payable and FHLB advances...................... 111,000 108,000 115,000 114,000

Subordinated debentures. . ............o i iiiiin e, -~ 16,000 16,000 16,000 17,000

Methods and assumptions

The estimated fair value of cash and cash equivalents has no stated maturity and is equal to the carrying
value.

The estimated fair value of accrued interest receivable has no stated maturity and is equal to the carrying
value.

The estimated fair value of investment securities is based on quoted market prices or bid quotations
received from securities dealers.

The estimated fair value of our loan portfolio is based on the segregation of loans by maturity using a
weighted average pool rate. In estimating the fair value of loans, the carrying amount is reduced by the
allowance for loan losses. The estimated fair value is calculated by discounting scheduled cash flow
through the estimated maturity using estimated market discount rates based upon our current offering
rates with similar maturities that reflect the interest rate risk inherent in the loans.

The estimated fair value of bank owned life insurance policies is based on quoted net policy values from
the insurance carrier and is equal to the carrying value.

The estimated fair value of deposits with no stated maturity, such as non-interest bearing demand deposits,
savings, NOW accounts, and money market accounts, is equal to the amount payable on demand. The fair
value of interest bearing time deposits is based on the discounted value of contractual cash flows of such
deposits. The discount rate is estimated using the rates currently offered for deposits of similar remaining
maturities.

80




TEAM FINANCIAL, INC. AND SUBSIDIARIES
Notes to Consolidated Financial Statements (Continued)
December 31, 2005, 2004 and 2003

The estimated fair value of accrued interest payable has no stated maturity and is equal to the carrying
value.

The estimated fair value of fixed rate notes payable and Federal Home Loan Bank Advances is based on
the discounted value of contractual maturities. The discount rate is estimated using the spread adjusted
London Inter-Bank Offering Rate (LIBOR). The carrying value of all floating rate notes payable and
Federal Home Loan Bank Advances approximates fair value, as all these notes are based upon floating
market rates, which approximate market rates.

The estimated fair value of our obligated mandatory redeemable preferred securities of subsidiary trust
holding solely subordinated debentures is based on quoted market prices on the NASDAQ National
Market.

Limitations

Fair value estimates are made at a specific point in time, based on relevant market information and
information about the financial instruments. These estimates do not reflect any premium or discount that
could result from offering for sale at one time our entire holdings of a particular financial instrument.
Because no market exists for a significant portion of our financial instruments, fair value estimates are
based on judgments regarding future loss experience, current economic conditions, risk characteristics of
various financial instruments and other factors. These estimates are subjective in nature and involve
uncertainties and matters of significant judgment and, therefore, cannot be determined with precision.
Changes in assumptions could significantly affect the estimates. Fair value estimates are based on existing
balance sheet financial instruments without attempting to estimate the value of anticipated future business
and the value of assets and liabilities that are not considered financial instruments.
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(16) Capital Adequacy

Quantitative measures established by regulation to ensure capital adequacy require us to maintain
minimum amounts and ratios (set forth in the table below for Team Financial Inc. and our subsidiary
banks) of total risk-based and Tier 1 capital (as defined in the regulations) to risk-weighted assets, and of
Tier 1 capital to average assets. Management believes, as of December 31, 2005 and 2004, that the banks
and Team Financial Inc. met all applicable capital adequacy requirements.

To be well
capitalized under
For capital prompt corrective
Actual adequacy purposes action provisions
Amount Ratio Amount Ratio Amount Ratio
(Dollars in thousands)
At December 31, 2005:
Team Financial, Inc.:
Risk-based capital (to risk ‘
weighted assets) .........oeiviiven.. $62,085 12.72% $39,061 8.00%
Tier 1 capital (to risk weighted assets) .... 56,661 11.60% 19,530 4.00%
Tier 1 capital (to average assets) ......... 56,661 842% 26,903 4.00%
TeamBank, N.A.:
Risk-based capital (to risk :
weighted assets) . .......ovevneininen. $50,987 12.18% $33,483 8.00% $41,853 10.00%
Tier 1 capital (to risk weighted assets) .... 46,263 11.05% 16,741 400% 25112 6.00%
Tier 1 capital (to average assets) ......... 46,263  8.16% 22,668 4.00% 20,927 5.00%
Colorado National Bank:
Risk-based capital (to risk
weighted assets) ..................... $ 9,075 1334% 3 5442 8.00% $ 6802 10.00%
Tier 1 capital (to risk weighted assets) .... 8375 1231% 2,721 4.00% 4081 6.00%

Tier 1 capital (to average assets) ......... 8,375 8.04% 4,165 4.00% 3,401 5.00%
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To be well
capitalized under
For capitat prompt corrective
Actual adequacy purposes action provisions

Amount Ratio Amount Ratio Amount Ratio
(Dollars in thousands)

At December 31, 2004
Team Financial, Inc.:
Risk-based capital (to risk

weighted assets) .........o.eviiinn.. $51,755 11.81% $35,049 8.00%
Tier 1 capital (to risk weighted assets) .... 46,857 10.70% 17,524 4.00%
Tier 1 capital (to average assets) ......... 46,857 743% 25213 4.00%

TeamBank, N.A.:
Risk-based capital (to risk

weighted assets) ..................... $43861 11.56% $30,363 8.00% $37,953 10.00%
Tier 1 capital (to risk weighted assets) .... 39,540 10.42% 15,181 4.00% 22,772 6.00%
~ Tier 1 capital (to average assets) ......... 39,540 7.38% 21,438 4.00% @ 26,797 5.00%

Colorado National Bank:
Risk-based capital (to risk

weighted assets) .............c.ooun.. $ 8,756 15.39% $ 4,553 8.00% $ 5,691 10.00%
Tier 1 capital (to risk weighted assets) .... 8,179 1437% 2,276 4.00% 3414  6.00%
Tier 1 capital (to average assets) ......... 8,179 8.83% 3,704 4.00% 4,630 5.00%

(17) Commitments, Contingencies and Off-Balance Sheet Risks

Team Financial, Inc. has commitments to extend credit to our customers of approximately $81,310,000 at
" December 31, 2005. Additionally, the contractual amount of standby letters of credit at December 31, 2005
was approximately $6,202,000. These commitments involve credit risk in excess of the amount stated in the
consolidated balance sheet. Exposure to credit loss in the event of nonperformance by the customer is
represented by the contractual amount of those instruments.

Standby letters of credit are a conditional, but irrevocable form of guarantee issued to guarantee payment
to a third party obligee upon default of payment by our customer. Standby letters of credit are initially
issued for a period of one year, but can be extended depending on the customers’ needs. As of
December 31, 2005, the maximum remaining term for any standby letter of credit was 2008. Since the
credit risk involved in issuing standby letters of credit is the same as that involved in extending loans to
customers, Team Financial, Inc. uses the same credit policies in evaluating the creditworthiness of the
customers and determining the required collateral.

Pursuant to the terms of the agreement to sell our insurance agency subsidiary on February 25, 2005, the
buyer has until August 25, 2006 to present any breach of warranty or representation claims. Although no
formal warranty or representation claims have been presented, in the event that claims are presented, their
ultimate outcome is not ascertainable at this time. See note 2 to the consolidated financial statements for
additional information on the sale of this subsidiary.
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During the third quarter of 2005, a summary judgment was entered against the Company and its
subsidiaries by a Nebraska district court in pending litigation regarding a contract provision in the
Company’s 1999 acquisition of Ft. Calhoun State Bank, now operated as part of TeamBank, N.A.
Although this judgment is currently on appeal, it did result in a charge of $214,000 to other non-interest
expense in the third quarter of 2005. We do not anticipate that any interest that may be accrued on this
amount until the appeal is settled will be material to our financial position or operating results. The
Company does not believe that any other pending litigation to which we are a party will have a material
adverse effect on our liquidity, financial condition, or results of operations.

(18) Parent Company Condensed Financial Statements

Condensed Statements of Financial Condition

(In thousands)
December 31
2005 2004
Assets
Cash and cash equIvalents. . ... ...ttt i e $ 1451 §$ 1,805
Investment in subsidiaries .. ........co v e e 66,818 69,208
1 117> P 1,709 1,913
TOtAl ASSEES. « v v vttt ettt et $69,978 $72,926
Liabilities and Stockholders’ Equity
Subordinated deDentUTES. . . . ..ottt et et e $16,005 $16,005
Other liabilities and notes payable. .. ...t i e e e 624 4,067
StOCKNOIAErs” EQUILY . . .\ it et e s et e et e e e s 53,349 52,854
Total liabilities and stockholders’ equity..........ovvveiiieiiennennennenn.. $69,978 $72,926
Condensed Statements of Operations
(In thousands)
Years ended December 31
2005 2004 2003
Income:
Dividends from subsidiaries ... ....c.vvtettrterei et $ 5730 $ 4,261 $ 4,800
INterest iNCOME .. .. v vttt e e e e e 50 49 3
Loss on discontinued operations ..ottt — (119) -
Other eXpense, MEt .. ..o vttt ittt it annenrans (2,648) _(2,124) (2,198)
Income before equity in undistributed earnings of subsidiaries........ 3,132 2,067 2,605
Increase (decrease) in undistributed equity of subsidiaries................ (109) 667 358
Income before income taxbenefit...............c. ittt 3,023 2,734 2,963
Income taxbenefit......... ..o i e 947 844 829
I [T 05 103 1 $3970 $ 3,578 §$ 3,792
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Condensed Statements of Cash Flows

(In thousands)
Year ended December 31
2005 2004 2003
Cash flows from operating activities:
Nt INCOME . oottt et e e e e e e $ 3970 $ 3,578 $ 3,792
(Increase) decrease in undistributed equity of subsidiaries.............. 109 (667) (358)
Contribution of treasury stock to ESOP ..., — 365 441
Non-cash cOmpensation XpPense .. ......ovvuuiiiiiiiireriiieeenns 129 7 26
Other. o e e 207 (592) 1815
Net cash provided by operating activities. . ... 4,415 2,691 5,716
Cash flows from investing activities:
Other. o e (16) — —
Net cash used in investing activities. .............ooiiiiii ... (16) — —
Cash flows from financing activities:
Proceeds fromnotespayable ........ ..o i 600 2,877 200
Principal payments on notes payable. ............. ... it (4,027)  (2,565) (3,540)
Purchase of treasury stock..........ooo i i (64) (1,683) (564)
Issuance of common stock. . ... i 31 401 55
Dividends paid on commonstock .......... ... ..o (1,293)  (1,298)  (1,022)
Net cash used in financing activities ...............oooiiiii .., (4,753) (2,268) (4,871)
Net increase (decrease) in cash and cash equivalents. ................ (354) 423 845
Cash and cash equivalents at beginning of theyear ...................... 1,805 1,382 537
Cash and cash equivalents atend of theyear............ ... ... ... $ 1451 $ 1,805 $ 1,382

The primary source of funds available to us is the payment of dividends by our subsidiaries. Subject to
maintaining certain minimum regulatory capital requirements, regulations limit the amount of dividends
that may be paid without prior approval of the subsidiaries’ regulatory agencies. At December 31, 2005, the
subsidiaries could pay additional dividends of $1,200,000 without prior regulatory approval.
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(19) Quarterly Results of Operations (Unaudited)

The following is a summary of quarterly results:

First Second Third Fourth
quarter quarter quarter quarter
(Dollars in thousands, except per share data)

Year ended 2005:
TNEETESTEINCOMIE v v vttt e e ettt et e et et e e aeie et eaaaess $8,406 $9,008 $9,316 $9,879
Interest eXpense ... i e 3,372 3,714 3,933 4,224
Provision forloanlosses. ... 145 267 263 145
Net income from continuing operations...................... 996 967 881 1,234
Net income (loss) from discontinued operations. .............. — (108) — —
Nt INCOMIE. ottt t ettt ittt et e iiae e e eananns 996 859 881 1,234
Basic income per share from continuing operations............ 0.25 0.24 0.22 0.31
Diluted income per share from continuing operations. . ........ 0.24 0.24 0.21 0.30
Basic income per share from discontinued operations.......... — (0.03) — —
Diluted income per share from discontinued operations. ....... — (0.03) — —
Basicincome pershare ...........oiiiieviiinenrennnennen. 0.25 0.21 0.22 0.31
Diluted income pershare ..............coivieiiiiianeean.n. $ 024 $021 $021 $ 030
Year ended 2004:
INterest NCOIME + . v\ vttt e eaneennn $7,806 $7,953 $7.896 $8,321
Interest EXPense ... ...c.vvrte et 3,130 3,083 3,121 3,257
Provision forloanlosses. .. .......cccoviiiiii i 250 310 261 644
Net income from continuing operations...................... 778 850 1,035 1,133
Net income (loss) from discontinued operations. .............. 50 (96) 117 (289)
NEetINCOME. . . ..ottt et i e e 828 754 1,152 844
Basic income per share from continuing operations............ 0.19 0.21 0.32 0.28
Diluted income per share from continuing operations.......... 0.19 0.20 0.31 0.28
Basic income per share from discontinued operations.......... 0.01 (0.02) (0.03) (0.07)
Diluted income per share from discontinued operations........ 0.01 0.02) (0.03) (0.07)
Basicincome pershare ...l 0.20 0.18 0.29 0.21
Diluted income pershare .............coviuiniiiinenen... $ 020 $018 $ 028 §$ 021
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Item 9.  Changes in and Disagréements with Accountants and Financial Disclosures

None.

Item 9A: Controls and Procedures
Evaluation of Disclosure Controls and Procedures

As of December 31, 2005, Team Financial Inc.’s management, including the Chief Executive Officer and
Chief Financial Officer, performed an evaluation of the effectiveness of the design and operation of our
disclosure controls and procedures pursuant to Rule 13a-15(¢) and Rule 15d-15(e) of the Securities
Exchange Act of 1934 (the Exchange Act). Based upon that evaluation, the Chief Executive Officer and
Chief Financial Officer concluded that our disclosure controls and procedures are effective in recording,
processing, summarizing and reporting information required to be disclosed within the time periods
specified in the Securities Exchange Commission’s rules and forms.

Change in Internal Controls

No changes in our internal controls over financial reporting have occurred during the last fiscal quarter
that have materially affected, or are reasonably likely to materially affect, our internal controls over
financial reporting.

Item 9B. Other Information

None.

Item 10. Directors and Executive Officers of the Registrant

The information required by this item will be included in our Proxy Statement with respect to our 2006
Annual Meeting of Stockholders to be filed with the Commission within 120 days of December 31, 2005,
under the caption “Election of Directors”, and is incorporated in this Report by reference.

Item 11. Executive Compensation

The information required by this item will be included in our Proxy Statement with respect to our 2006
Annual Meeting of Stockholders to be filed with the Commission within 120 days of December 31, 2005,
under the caption “Executive Compensation”, and is incorporated in this Report by reference.

Item 12. Security Ownership of Certain Beneficial Owners and Management

The information required by this item will be included in our Proxy Statement with respect to our 2006
Annual Meeting of Stockholders to be filed with the Commission within 120 days of December 31, 2005,
under the caption “Stock Ownership”, and is incorporated in this Report by reference.

Item 13, Certain Relationships and Related Transactions

The information required by this item will be included in our Proxy Statement with respect to our 2006
Annual Meeting of Stockholders to be filed with the Commission within 120 days of December 31, 2005,
under the caption “Certain Transactions With Affiliates”, and is incorporated in this Report by reference.
Item 14. Principal Accountant Fees and Services

The information required by this item will be included in our Proxy Statement with respect to our 2006
Annual Meeting of Stockholders to be filed with the Commission within 120 days of December 31, 2005,
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under the caption “Principal Accountant Fees and Services”, and is incorporated in this Report by
reference.

Item 15. Exhibits, Financial Statement Schedules

(a) 1. Financial Statements

These documents are listed in the Index to Consolidated Financial Statements under Item 8.

2. Financial Statement Schedules

All financial statement schedules required by Article 9 of Regulation S-X have been included in
the Consolidated Financial Statements or are either not applicable or not significant.

3. Exhibits
Exhibit -
Number Description

31 Restated and Amended Articles of Incorporation of Team Financial, Inc. (1)

32 Amended Bylaws of Team Financial, Inc. (1)

4.1 Form of Indenture. (5)

4.2 Form of Subordinated Debenture (included as Exhibit A to Exhibit 4.1). (5)

43 Certificate of Trust. (5)

4.4 Trust Agreement. (5)

45 Form of Amended and Restated Trust Agreement. (5)

4.6 Form of Preferred Securities Certificate (included as Exhibit D to Exhibit 4.5). (5)

4.7 Form of Preferred Securities Guarantee Agreement. (5)

4.8 Form of Agreement as to Expenses and Liabilities (included as Exhibit C to
Exhibit 4.5). (5)

10.1 Employment Agreement between Team Financial, Inc. and Robert J. Weatherbie effective
January 1, 2005. (6)

10.2 Employment Agreement between Team Financial, Inc. and Michael L. Gibson effective
January 1, 2005. (6)

10.5 Data Processing Services Agreement between Team Financial, Inc. and Metavante
Corporation dated March 1, 2001. (5)

10.6 401K Plan of Team Financial, Inc. 401(k) Trust, effective January 1, 1999 and

administered by Nationwide Life Insurance Company. (1)

10.7-10.10  Exhibit numbers intentionally not used.

10.11 Team Financial, Inc. Employee Stock Ownership Plan Summary. (1)
10.12 Team Financial, Inc. 1999 Stock Incentive Plan. (1)
10.13 Rights Agreement between Team Financial, Inc. and American Securities Transfer &

Trust, Inc. dated June 3, 1999. (1)
10.14 Team Financial, Inc—Employee Stock Purchase Plan. (1)




Exhibit

Number Description

10.15 Revolving Credit Agreement between between Team Financial, Inc. and US Bank dated
March 18, 2004. (7)

10.18 Deferred Compensation Agreement between TeamBank, N.A. and Robert J. Weatherbie
dated February 1, 2002. (3)

10.19 Salary Continuation Agreement between TeamBank, N.A. and Robert J. Weatherbie
dated July 1, 2001. (3)

10.20 Split Dollar Agreement between TeamBank, N.A. and Robert J. Weatherbie dated
January 25, 2002. (3)

10.21 Deferred Compensation Agreement between TeamBank, N.A. and Michael L. Gibson
dated February 1, 2002. (3)

10.22 Salary Continuation Agreement between TeamBank, N.A. and Michael L. Gibson dated
July 1, 2001. (3)

10.23 Split Dollar Agreement between TeamBank, N.A. and Michael L. Gibson dated
January 25, 2002. (3)

10.24 Deferred Compensation Agreement between TeamBank, N.A. and Carolyn S. Jacobs
dated February 1, 2002. (3)

10.25 Salary Continuation Agreement between TeamBank, N.A. and Carolyn S. Jacobs dated
July 1, 2001. (3)

10.26 Split Dollar Agreement between TeamBank, N.A. and Carolyn S. Jacobs dated January 25,
2002. (3)

10.29 Employment Agreement between Team Financial, Inc. and Carolyn S. Jacobs effective
January 1, 2005. (6)

10.30 Stock Purchase Agreement dated February 7, 2005 between TeamBank N.A. and
International Insurance Brokers, Ltd. LLC. (8)

111 Statement regarding Computation of per share earnings—see consolidated financial
statements.

21 Subsidiaries of Team Financial, Inc. (9)

23 Consent of KPMG LLP (8)

24 Power of attorney—see signature page

311 Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002 (9)

31.2 Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002 (9)

321 Certification of Chief Executive Officer Pursuant to 18 U.S.C. §1350, as Adopted Pursuant
to Section 906 of the Sarbanes-Oxley Act of 2002 (9)

32.2 Certification of Chief Financial Officer Pursuant to 18 U.S.C. §1350, as Adopted Pursuant

to Section 906 of the Sarbanes-Oxley Act of 2002 (9)

89




ey

(2
()

(4)
Q)
(6)
Q)
(8)

&)

Filed with Registration Statement on Form S-1, as amended (Registration Statement
No. 333-76163) and incorporated herein by reference.

Filed with Form 8-K dated December 18, 2002 and mcorpofated herein by reference.

Filed with the Annual Report on Form 10-K for December 31, 2002, and incorporated herein by
reference.

Filed with the quarterly report on Form 10-Q for the period ended September 30, 2000, and
incorporated herein by reference.

Filed with Registration Statement on Form S-1 dated July 12, 2001, as amended, (Registration
Statement No. 333-64934) and is incorporated herein by reference.

Filed with quarterly report on Form 10-Q for the period ended March 31, 2005, and incorporated
herein by reference.

Filed with the quarterly report on Form 10-Q for the period ended March 31, 2004, and
incorporated herein by reference.

Filed with Annual Report on Form 10-K for the year ended December 31, 2004, and incorporated
herein by reference.

Filed Herewith.




SIGNATURES

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, in
Paola, Kansas on March 30, 2006.

TEAM FINANCIAL, INC.

By:
/s/ ROBERT J. WEATHERBIE
Robert J. Weatherbie,
Chairman and Chief Executive Officer

/s/ MICHAEL L. GIBSON
Michael L. Gibson,
President of Investments and Chief Financial Officer
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POWER OF ATTORNEY

Each individual whose signature appears below hereby designates and appoints Robert J. Weatherbie and
Michael L. Gibson, and each of them, as such person’s true and lawful attorneys-in-fact and agents (the
Attorneys-in-Fact) with full power of substitution and resubstitution, for each person and in such person’s
name, place, and stead, in any and all capacities, to sign any and all amendments (including post-effective
amendments) to this Annual Report on Form 10-K for the year ended December 31, 2005, which
amendments may make such changes in this Annual Report on Form 10-K as either Attorney-in-Fact
deems appropriate and to file each such amendment with all exhibits thereto, and all documents in
connection therewith, with the Securities and Exchange Commission, granting unto such Attorneys-in-Fact
and each of them, full power and authority to do and perform each and every act and think requisite and
necessary to be done in and about the premises, as fully to all intents and purposes as such person might or
could do in person, hereby ratifying and confirming all that such Attorneys-in-Fact or either of them, or
their substitute or substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the
following persons on behalf of the Registrant and in the capacities indicated on March 30, 2006.

SIGNATURES
/s/ ROBERT J. WEATHERBIE Director, Chairman and Chief Executive March 30, 2006
Robert J. Weatherbie Officer (Principal Executive Officer)
/s/ MICHAEL L. GIBSON Director, President of Investments and March 30, 2006
Michael L. Gibson Chief Financial Officer
/s/ GERALD (JERRY) D. WIESNER Director March 30, 2006
Gerald (Jerry) D. Wiesner
/s/ R.G. (GARY) KILKENNY Director March 30, 2006
R.G. (GARY) Kilkenny
/s/ CAROLYN S. JACOBS Director March 30, 2006
Carolyn S. Jacobs
/s/ LLOYD A. BYERHOF Director March 30, 2006
Lloyd A. Byerhof
/s/ DENIS A. KURTENBACH Director  March 30, 2006
Denis A. Kurtenbach
/s/ KEITH B. EDQUIST Director March 30, 2006
Keith B. Edquist
/s/ KENNETH L. SMITH Director March 30, 2006

Kenneth L. Smith
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3.1
3.2
4.1
42
43
4.4
45
4.6
4.7
4.8

10.1
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10.6

10.7-10.10
10.11
10.12
10.13

10.14
10.15

10.18

10.19

10.20

10.21

Exhibit Index

Description

Restated and Amended Articles of Incorporation of Team Financial, Inc.(1)

Amended Bylaws of Team Financial, Inc.(1)

Form of Indenture.(5)

Form of Subordinated Debenture (included as Exhibit A to Exhibit 4.1).(5)

Certificate of Trust.(5)

Trust Agreement.(5)

Form of Amended and Restated Trust Agreement.(5) -

Form of Preferred Securities Certificate (included as Exhibit D to Exhibit 4.5).(5)

Form of Preferred Securities Guarantee Agreement.(5)

Form of Agreement as to Expenses and Liabilities (included as Exhibit C to Exhibit 4.5).(5)

Employment Agreement between Team Financial, Inc. and Robert J. Weatherbie effective
January 1, 2005.(6)

Employment Agreement between Team Financial, Inc. and Michael L. Gibson effective
January 1, 2005.(6)

Data Processing Services Agreement between Team Financial, Inc. and Metavante
Corporation dated March 1, 2001.(5)

401K Plan of Team Financial, Inc. 401(k) Trust, effective January 1, 1999 and administered
by Nationwide Life Insurance C ompany.(1)

Exhibit numbers intentionally not used.
Team Financial, Inc. Employee Stock Ownership Plan Summary.(1)
Team Financial, Inc. 1999 Stock Incentive Plan.(1)

Rights Agreement between Team Financial, Inc. and American Securities Transfer &
Trust, Inc. dated June 3, 1999.(1)

Team Financial, Inc.—Employee Stock Purchase Plan.(1)

Revolving Credit Agreement between Team Financial, Inc. and US Bank dated March 18,
2004.(4)

Deferred Compensation Agreement between TeamBank, N.A. and Robert J. Weatherbie
dated February 1, 2002.(3)

Salary Continuation Agreement between TeamBank, N.A. and Robert J. Weatherbie dated
July 1, 2001.(3)

Split Dollar Agreement between TeamBank, N.A. and Robert J. Weatherbie dated
January 25, 2002.(3)

Deferred Compensation Agreement between TeamBank, N.A. and Michael L. Gibson
dated February 1, 2002.(3)
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Exhibit

Number Description

10.22 Salary Continuation Agreement between TeamBank, N.A. and Michael L. Gibson dated
July 1, 2001.(3)

10.23 Split Dollar Agreement between TeamBank, N.A. and Michael L. Gibson dated
January 25, 2002.(3)

10.24 Deferred Compensation Agreement between TeamBank, N.A. and Carolyn S. Jacobs dated
February 1, 2002.(3)

10.25 Salary Continuation Agreement between TeamBank, N.A. and Carolyn S. Jacobs dated
July 1, 2001.(3)

10.26 Split Dollar Agreement between TeamBank, N.A. and Carolyn S. Jacobs dated January 25,
2002.(3)

10.29 Employment Agreement between Team Financial, Inc. and Carolyn S. Jacobs effective
January 1, 2005.(6)

10.30 Stock Purchase Agreement dated February 7, 2005 between TeamBank N.A. and
International Insurance Brokers, Ltd. LLC.(8)

11.1 Statement regarding Computation of per share earnings—see consolidated financial
statements.

21 Subsidiaries of Team Financial, Inc. (9)

23 Consent of KPMG LLP(9)

24 Power of attorney—see signature page

31.1 Certification of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act
of 2002(9) ,

31.2 Certification of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act ‘
of 2002(9)

321 Certification of Chief Executive Officer Pursuant to 18 U.S.C. §1350, as Adopted Pursuant
to Section 906 of the Sarbanes- -Oxley Act of 2002(9)

322 Certification of Chief Financial Officer Pursuant to 18 U.S.C. §1350, as Adopted Pursuant

to Section 906 of the Sarbanes-Oxley Act of 2002(9)

(1) Filed with Registration Statement on Form S-1, as amended, (Registration Statement No. 333-76163)
and incorporated herein by reference.

(2) Filed with Form 8-K dated December 18, 2002 and incorporated herein by reference.

(3) Filed with Annual Report on Form 10-K for December 31, 2002, and incorporated herein by
reference.

(4) Filed with quarterly report on Form 10-Q for the period ended September 30, 2000, and incorporated
herein by reference. .

(5) Filed with Registration Statement on Form S-1 dated July 12, 2001, as amended, (Registration
Statement No. 333-64934) and is incorporated herein by reference.

(6) Filed with quarterly report on Form 10-Q for the period ended March 31, 2005, and incorporated
herein by reference.
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(7
®)

©)

Filed with quarterly report on Form 10-Q for the period ended March 31, 2004, and incorporated
herein by reference.

Filed with Annual Report on Form 10-K for the year ended December 31, 2004, and incorporated
herein by reference.

Filed herewith.
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EXHIBIT 31.1

Certification of Chief Executive Officer Under
Section 302 of the Sarbanes-Oxley Act of 2002

I, Robert J. Weatherbie, Chief Executive Officer of Team Financial, Inc., certity that:

1.
2.

I have reviewed this Annual Report on Form 10-K of Team Financial, Inc. (“registrant”);

Based on my knowledge, this 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 report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rule 13a-15(¢e) and 15d-15(¢))
for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information
relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being
prepared;

(b) [reserved]

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls
and procedures, as of the end of the period covered by this report based on such evaluation;
and

(d) Disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s
fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant’s auditors and the audit committee of
the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design of operation of internal
control over financial reporting which are reasonably likely to adversely effect the
registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have
a significant role in the registrant’s internal control over financial reporting.

Date: March 30, 2006

Signature: /s/ ROBERT J. WEATHERBIE

Title:

Robert J. Weatherbie
Chief Executive Officer




Exhibit 31.2

Certification of Chief Financial Officer Under
Section 302 of the Sarbanes-Oxley Act of 2002

I, Michael L. Gibson, Chief Financial Officer of Team Financial, Inc., certify that:

1.
2.

I have reviewed this Annual Report on Form 10-K of Team Financial, Inc. (“registrant”);

Based on my knowledge, this 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 report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and I are responsible for establishing and maintaining
disclosure controls and procedures {as defined in Exchange Act Rule 13a-15(e) and 15d-15(e))
for the registrant and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information
relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being
prepared;

(b) [reserved]

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls
and procedures, as of the end of the period covered by this report based on such evaluation;
and

(d) Disclosed in this report any change in the registrant’s internal control over financial
reporting that occurred during the registrant’s most recent fiscal quarter (the registrant’s
fourth fiscal quarter in the case of an annual report) that has materially affected, or is
reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation
of internal control over financial reporting, to the registrant’s auditors and the audit committee of
the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design of operation of internal
control over financial reporting which are reasonably likely to adversely effect the
registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have
a significant role in the registrant’s internal control over financial reporting.

Date: March 30, 2006

Signature: /s/ MICHAEL L. GIBSON

Title:

Michael L. Gibson
Chief Financial Officer
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