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Chairman'’s Report

My fellow members, I bid you a fond
welcome! I find it hard to believe but
another year has passed since I last
! addressed you here for our annual report. I

4 | hope that this past year was good to you
e h and yours, as it has been overall for our

beloved country and its economy, in spite

of hurricane damage. I will leave the discussion of the
financial position of our Credit Union to our most capable
Treasurer but, suffice it to say, the year was good to us,
brought us a slight increase in total assets and an increase in
loans, and it is loans, after all, that are the reason we are in
business.

Those of you who have been members for a while and who
read the annual report, know that I have repeatedly expressed
my concern over our fellow members who fail to repay their
obligations in a timely manner and as otherwise agreed upon
by them, thus placing that burden upon all the rest of us
members. More often, these members have unsecured loans
and they sometimes declare bankruptcy, causing your Credit
Union to lose most or all of the loaned amounts. For quite a
few years now the U. S. Congress has been deliberating
changes to the bankruptcy laws but has been unable to reach a
consensus and pass a new bill; that is until the latter part of
2005. The law was finally passed and took effect late in the
year. The essence of the legislation is to tighten up the
bankruptcy laws and both make it more difficult to declare
bankruptcy as well as to avoid paying anything on their debts.

Many of you may have read the article in our quarterly
newsletter which I wrote addressing the importance of
volunteers to your Credit Union. Your Board of Directors and
the Supervisory Committee are both comprised of volunteers.
Other opportunities to volunteer exist and from time-to-time
as Chairman, I find it necessary to appoint committees
comprised of volunteers to address various matters of
importance to the Credit Union which may arise. Day-to-day
operation of the Credit Union is in the hands of our
professional staff led by our President, Mr. Lee Hancock.
What essentially distinguishes us as a Credit Union from a
bank is the voluntary aspect of our structure as I’ve just
described, plus the fact that we are non-profit and, as such, do
not have to pay Federal income taxes as an institution. I urge
any of you who may have an interest in volunteering some of
your time and skills to assist your Credit Union to contact our
President to discuss your interests.

Let me take this opportunity to urge those of you who may be
considering a loan in the coming year, whether it be a first or
second mortgage loan, home equity loan, an auto loan, an
otherwise secured or unsecured loan, a VISA card or any
other type of loan we offer, to look to us, your all-inclusive,
one-stop institution, which stands ready to meet all of your
financial needs at any time. We are in business to serve you,
our members, in every way we reasonably can. Without you we
would have no reason to exist. Since we are non-profit, our
only motivation is our service to you.

I want to tell you personally how important each and every
one of you are to me, to the other Board members and to the
professional staff of your Credit Union. We are all the Credit
Union family and this is a much more personal and caring
organization and financial institution than you will find with
the local branch of some large for-profit bank which might be
down the street from you.

To you and your families I wish a generous measure of
happiness, health and prosperity in the coming year and we
look forward to seeing you and serving you. May the year
bring safety and prosperity for our nation and her people.

David C. Nimmer
Chairman, Board of Directors

President’s Report

The financial condition of HUD Federal
Credit Union continued at a high level in
2005. Our assets continue to be stable at
$45.6 million. Loans exceeded $20.6 million;
shares remained over $40.2 million and
reserves including allowance for loan losses
increased to $4.8 million. The reserve
position places the Credit Union in a well
capitalized position, according to the National Credit Union
Administration, the Federal regulator. NCUA also stated that the
Credit Union was well managed.

HUD Federal Credit Union has made a concerted effort to offer the
best services to its members in terms of technological access. Last
year we installed Online Access (also know as Home Banking)
which allows you to access your account from the comfort of your
home or office. This service is at no cost to you and allows the
ability to download your monthly statement, review any
transactions on your account, print a copy of any share draft that
you have written, see your payment history on loans, and find the
payment amount and the date that the loan is due. You can also
transfer loan payment or to other share or loan accounts. In 2005,
the service was enhanced to access your VISA account online.

The lending programs allow you to apply for a loan online 24/7 and
get a fast response to your request. The address is HUDFCU.org.
The web site also gives up-to-date savings and lending rates.

You can also consider using the our bill payment system. This
service allows you to pay any bill, including utilities online at your
convenience.

Savings rates began to rise at the end of 2005. The Board of
Directors and staff keep an eye on the market and make every effort
to pay competitive rates on Regular Savings, Certificates, IRA, and
Money Market accounts.

Your Credit Union renovated its offices in 2005. This is the first
upgrade in 20 years. We hope that you think that the renovation
causes the office to be more user friendly. In addition, a new ATM
will be installed in the first quarter of 2006. We plan to upgrade our
telephone system (Audio Teller) to facilitate easier access.

By continuing your support and by availing yourselves of the many
and varied services, your Credit Union will only grow stronger. Your
Board and Staff stand ready to assist in any way possible. We are
dedicated to provide the kind of service upon which “lasting
relationships” are built.

Thank you again for contributing to the success of your
Credit Union.

Supervisory Committee Report

The Supervisory Committee’s function is to assure
that there are:

e Adequate safeguards in place to protect
members’ accounts

e Adequate internal controls

e Sound accounting policies and practice

Our Committee is responsible for assuring members that the Credit
Union’s financial

Statements are fairly presented in accordance with the requirements
of the National Credit Union Administration (NCUA). The
Committee arranged for our annual audit by Schreiner, Legge and
Company, a certified public accounting firm, and reviewed the
results thereof. The Committee also reviewed the results of the
examination-audit by NCUA.

The Committee, together with the Board and Management, is part
of the team involved in managing the financial risk of the Credit
Union and is an important part of the financial integrity and safety
of your Credit Union.

Maurice D. Gulledge

Supervisory Committee Chairman

Treasurer’s Report

[ am pleased to report that 2005 was another
financially successful year. Assets increased
to $.45.6 million, Member deposits/shares to
$40.2 million, and loans to $20.6 million.

Net worth or equity increased to $4.8
million. Net income was $345,000, an
increase of 6% from 2004.

Your Credit union continues to have a very strong financial
position, a NCUA camel rating of 2, and the following comments
from the most recent NCUA examination; “The HUD Federal
Credit Union is financially sound and well managed.”

For your information, some historical financial data for the past
20 years; From 1986 to 2005,

Assets increased from $17.8 to $45.6 million
Shares increased from $12.1 to $40.2 million

Net worth increased from $417,000 to $4.8 million
Total dividends paid for the period $19.3 million

It is a pleasure to serve you.

Paul A. Yates
Treasurer

Significant Member Service Highlights

1936-2005

® 1936 Charter granted to HUD Federal Credit Union

® 1941 Ist Annual Membership Meeting

e 1978 Affiliated with Credit Union Mortgage Association
(CUMA) to offer flexible mortgage solutions

® 1979 Started FREE Notary Public Service to members

e 1981 1st Automated Teller Machine (ATM) installed

® 1983 Inhouse Computer Operation System

® 1990 Tax preparation service from Schreiner, Legge & Co.

® 1992 VISA Credit Card issued

® 1993 Partnership with Enterprise Car Sales

® 1994 1st Family Service Center, shared branch for credit unions
opened in West Falls Shopping Center, Falls Church, VA

® 1995 Prime Time Club established for members age 50 and over

® 1997 Express Audio Teller Installed

® 2001 Diamond Award for “Your Dollars Worth” newsletter

® 2002 We are on the web at www.hudfcu.org

® 2003 Achieved highest growth in Assets (over $40 million)

® 2004 Online Account Access, Online Bill Payment

® 2005 User-friendly renovation/upgrade of Office
Golden Mirror Award for “Your Dollars Worth” newsletter
from Credit Union Executives Society (CUES)




