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Our vision is to be a premier financial

services company in our marketplace.

Our mission is to achieve outstanding
customer satisfaction by providing
banking, wealth management and
insurance solutions through superior
sales and service, utilizing excellent
people, teamwork and diversity, while

meeting our corporate financial goals.

Trustmark Corporation, with $8.4
billion in assets, is a diversified financial
services company. We provide banking
and financial solutions through over
2,600 associates. Our common stock
trades under the symbol TRMK on the
NASDAQ National Market System.
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(in thousands except per share data)

Increase (Decrease)

PER SHARE 2005 2004 Amount %
Basic earnings per share $ 1.82 $ 2.01 $ (0.19) (9.5) %
Diluted earnings per share 1.81 2.00 (0.19) (9.5)
Dividends 0.81 0.77 0.04 5.2
Book value 13.29 12.97 0.32 2.5
Weighted-average shares - Basic 56,610 57,998 (1,388) (2.4)
Weighted-average shares - Diluted 56,743 58,273 (1,530) (2.6)
FORTHE YEARS ENDED

Interest income $ 415,697 $ 364,355 $ 51,342 141 %
Interest expense 139,256 88,738 50,518 56.9

Net interest income 276,441 275,617 824 0.3
Provision for loan losses 19,541 (3,055) 22,596 n/m
Noninterest income 143,107 124,028 19,079 15.4
Noninterest expense 243,276 225,309 17,967 8.0

Net income 102,951 116,709 (13,758) (11.8)
KEY RATIOS

Return on average assets 1.25 % 1.43 %

Return on average equity 13.68 16.08

Net interest margin (FTE) 3.84 3.83

AT YEAR END

Securities $ 1,336,656 $1,717,067 $(380,411) (22.2) %
Loans (including loans held for sale) 6,040,375 5,431,277 609,098 1.2
Total earning assets 7,507,146 7,234,535 272,611 3.8
Total assets 8,389,750 8,052,957 336,793 4.2
Total deposits 6,282,814 5,450,093 832,721 15.3
Total borrowings 1,273,981 1,778,758 (504,777) (28.4)
Shareholders’ equity 741,463 750,396 (8,933) (1.2)
AVERAGE BALANCES

Securities $1,611,167 $2,107,960 $(496,793) (23.6) %
Loans (including loans held for sale) 5,770,178 5,280,640 489,538 9.3
Total earning assets 7412,744 7,415,718 (2,974) (0.0)
Total assets 8,215,933 8,159,490 56,443 0.7
Total deposits 5,653,121 5,325,613 327508 6.1
Total borrowings 1,720,062 2,041,992 (321,930) (15.8)
Shareholders’ equity 752,397 725,900 26,497 3.7

n/m = not meaningful
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To Our Shareholders:

Trustmark continued to make significant
advancements during 2005 as evidenced by
strong loan and deposit growth, diversified
revenue growth and prudent investments
designed to enhance the value of our
franchise. During the year, we also continued
to implement strategies to mitigate our
exposure to cyclical changes in interest rates.
We would like to take this opportunity to
review our achievements in 2005 as well as

to share our direction for the future.

Financial Performance

During 2005, Trustmark’s net income
totaled $103.0 million, which represented
basic earnings per share of $1.82. The
impact of Hurricane Katrina, which struck
the Gulf Coast region on August 29, 20035,
reduced net income during the year by $10.1
million, or $0.178 per share. Trustmark’s
performance in 2005 resulted in a return on
average shareholders’ equity of 13.68% and
a return on average assets of 1.25%.

Trustmark’s  balance sheet has
undergone a significant transformation.
Solid growth in loans and deposits, coupled
with a reduction in investment securities
and related borrowings, has resulted in an
improved mix of earning assets and a
balance sheet that is better positioned for
cyclical changes in interest rates.

increased $618.3
million, or 11.5%, during the fourth

Average loans

quarter of 2005, when compared to figures

one year earlier. Since 2000, fourth quarter
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average loans have increased at a

compound annual growth rate of 7.7%.
The loan portfolio is well diversified, both
in terms of composition and geographic
distribution. From a  composition
perspective, the portfolio is well balanced
between commercial, consumer, real estate
and home mortgage loans across our four-
state franchise. Trustmark’s expansion in
the Florida Panhandle,

Memphis markets continues to positively

Houston and

LOANS BY TYPE

DECEMBER 31, 2005

($ in Billions)

COMMERCIAL
REAL ESTATE $0.9
$1.1 ’

CONSUMER
$0.9
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CONSTRUCTION
$0.5



RICHARD G. HICKSON
Chairman and Chief Executive Officer
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TOTAL DEPOSITS
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impact our growth. Today, these markets
collectively represent $1.2 billion, or
20.7%, of Trustmark’s total loan portfolio.

Average deposits expanded $533.0
million, or 9.9%, in the fourth quarter of
2005 when compared to figures one year
earlier. Since 2000, fourth quarter average
deposits have increased at a compound
annual growth rate of 8.4%. We are
Florida

Panhandle, Houston and Memphis markets

particularly pleased that our

collectively represent $1.2 billion, or 19.3%,
of Trustmark’s total deposit portfolio. The

composition of Trustmark’s deposit base is

DEPOSITS BY TYPE

DECEMBER 31, 2005

($ in Billions)

SAVINGS

1.6 CDs
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BEARING
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BEARING
TRANSACTION
$1.6
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also well diversified between transaction,
savings and time deposits. Non-interest-
bearing transaction deposits represented
23.9% of Trustmark’s total deposit base.

As the relatively flat yield curve
diminished the profitability of holding
longer-term investment securities, we
reduced the investment securities portfolio
as well as the balances of high-cost funding
sources. Average investment securities
decreased $598.9 million, or 29.8%, during
the fourth quarter of 2005, when compared
to figures one year earlier, while total
borrowings declined $497.6 million, or
25.3%. At December 31, 2005, our
investment securities portfolio comprised
15.9% of total assets and had an average
duration of 2.5 years. As a consequence of
reducing the size of our investment securities
portfolio and maintaining a historically
short duration, our spread, which is the
difference in interest income on our assets
less the interest expense on our deposits and
other funding, was constrained as
investment yields remained low.

Trustmark continued its capital
management program designed to enhance
long-term shareholder value. During 2005,
capital to our

we returned excess

shareholders through an increase in
quarterly dividends as well as through our
ongoing share repurchase program. During
the year, Trustmark increased its quarterly
dividend per common share by 5% to $0.21,
or $0.84 annually. This represented the 23rd
consecutive year in which Trustmark
increased its annual dividend. Mergent, Inc.,
a leading provider of global business and
financial information on publicly traded

companies and fixed income securities, again



named Trustmark Corporation a Mergent
Dividend Achiever — a recognition reserved
for only 3% of dividend paying public

companies in the United States.

Hurricane Katrina

Hurricane Katrina struck the Gulf
Coast region and continued inland
throughout the southern and eastern parts
of Mississippi on August 29, leaving
unprecedented destruction in its wake.
Mississippians responded with courage and
a solid commitment to rebuild and improve
hard-hit communities. Trustmark reached
out to its customers to provide personalized
financial advice and responded according to
their needs. In an effort to provide
additional assistance to residential
mortgage and consumer lending customers
on the Gulf Coast, Trustmark established a
temporary office in Gulfport and a
temporary mobile office to serve the Biloxi
and Pascagoula MSAs.

In the aftermath of Hurricane Katrina,
Trustmark initiated a process to assess the
storm’s impact on the Corporation and its
customers. While none of the Corporation’s
facilities sustained significant damage,
Trustmark identified customers impacted
by the storm in an effort to estimate the loss
of collateral value and customer payment
abilities. As a result of customer contact
and surveys, collateral inspections and a
review of risk characteristics, during the
third quarter Trustmark increased its
allowance for potential loan losses due to
the storm by $9.8 million.

Despite the increased allowance for
potential loan losses resulting from the

uncertainty caused by Hurricane Katrina,

credit quality indicators remained quite
strong. Non-performing assets were $33.0
million at December 31, 2005, and the
allowance coverage for non-performing
265%. Net

represented 0.13% of average loans in 2005.

loans  was charge-offs

Growing Financial Services Businesses

The  fundamental  strengths  of
Trustmark’s key businesses remain despite the
challenges posed by the current interest rate
environment, the relatively flat yield curve
and the disruption caused by Hurricane
Katrina. In addition to the growth of loans
and deposits within our general banking
franchise, we have noted significant
accomplishments in our other financial
services businesses. Our Wealth Management
division, which provides comprehensive, fully
integrated services to accumulate, preserve
and transfer wealth, recorded outstanding
investment results, as all equity funds within
our Performance Fund family of mutual
funds outperformed nationally recognized
style benchmarks in 2005. During the year,
revenue from our Wealth Management
division, which has assets under management
and administration of $6.6 billion and
brokerage assets of $1.4 billion, increased to

$25.8 million.

REVENUE COMPOSITION

'YEAR ENDED 2005

($ in Millions)

TREASURY & OTHERS
$20

. WEALTH MANAGEMENT

CONSUMER Y $26

BRANCH
$234

COMMERCIAL

INSURANCE
$33

MORTGAGE
$26

CONSUMER NON-BRANCH
$38
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Our insurance business, which provides
a full complement of commercial property
and casualty, bonds, personal lines and life
and group health products, recorded
another year of solid returns. Conducting
business through our wholly-owned
subsidiaries — The Bottrell Agency in
Mississippi and Fisher-Brown, Inc., along
the Florida Panhandle -
insurance revenues expanded to $33.0
million in 2005 and ranked as the 33rd

largest bank-owned insurance agency in the

Trustmark’s

country. Collectively, revenue from our
insurance agencies and wealth management
totaled $58.8 million and
approximately 14.0% of

businesses
represented
Trustmark’s total revenue in 200S5.

Our Mortgage Services division
provided home financing for more than
9,250 customers, with mortgage loan
production exceeding $1.3 billion in 20035.
Our strong mortgage banking presence in
the marketplace provides a significant
opportunity to cross-serve our mortgage
customers with additional  banking,
insurance and wealth management services.
Providing additional financial solutions adds
value for our customers and strengthens their
relationships with Trustmark.

Revenue generation and expense
management remain key areas of focus. We
have and will continue to make investments
to support additional revenue growth and
profitability. During the next three years,
we will build approximately 20 retail
banking centers within the higher-growth
markets of our existing franchise. In fact,
14 new banking centers are scheduled to
open in the Florida Panhandle, Houston,

Jackson, Memphis and Mississippi Gulf

6

TRUSTMARK CORPORATION

Coast metropolitan areas during 2006 and
2007. Investments in these growing markets
will provide excellent opportunities for

providing additional financial services.

Leadership

We are most appreciative of the
leadership, counsel and guidance provided
by the Board of Directors of Trustmark
Corporation. Our directors are engaged in
of the

Corporation’s

the governance organization,

embrace the strategic
direction and support our efforts to realize
the full of the
franchise. We are pleased that Institutional
Shareholder

recognized corporate governance authority,

potential Trustmark

Services, a nationally

again rated Trustmark’ corporate
governance practices in the 96th percentile
among all public companies in 2005.
During the year, John L. Black, Jr.,
retired from the Trustmark Corporation
Board of Directors after 18 years of

dedicated
appreciated  John’s

service. We have greatly
contributions  to
Trustmark and will miss his advice and
counsel. We were pleased to welcome John
M. McCullouch, President of BellSouth
Mississippi and R. Michael Summerford,
former President and Chief Operating
Officer of ChemFirst, Inc., to Trustmark’s
Board. As leaders within their industries,
these individuals are ideally positioned to
provide additional thoughts and insights

within the governance of the organization.

Strategic Direction
We have made much progress on our
journey to become a premier financial

services organization. While Trustmark has



continued to post returns on shareholders’
equity and assets that exceed the median of
our peer group, we have taken a number of
steps to position the Corporation for
additional growth and profitability in
coming vyears. We have prudently
repositioned our balance sheet in an effort
to substantially reduce the impact of
cyclical changes in interest rates. We have
actively managed our capital base to
facilitate future growth while distributing
excess capital to our shareholders. We have
expanded geographically to several of the
most attractive and fastest-growing markets
in the country and have embarked upon a
de novo branching plan designed to create
and expand customer relationships. In

addition, we have broadened the array of

services provided to include insurance and

wealth management solutions. Individually
and collectively, these actions are designed
to enhance shareholder value.

We appreciate the confidence our
customers have placed in Trustmark and
commend our associates for their
dedication to becoming a premier financial
services provider in our marketplace. We
welcome the opportunity to provide you
with banking and financial solutions and to
prove that Trustmark is “People you trust.

Advice that works.”

Sincerely,

Tl L3 Kot

Richard G. Hickson
Chairman and Chief Executive Officer
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Management Report on Internal Control over Financial Reporting

The management of Trustmark Corporation (Trustmark) is responsible for establishing and maintaining adequate internal
control over financial reporting. Trustmark’s internal control over financial reporting was designed under the supervision
of the Chief Executive Officer and Treasurer (Principal Financial Officer) to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of published financial statements in accordance with U.S. generally
accepted accounting principles.

Management assessed the effectiveness of internal control over financial reporting as of December 31, 2005. In making this
assessment, it used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission
(COSO) in Internal Control — Integrated Framework. Based on our assessment, we believe that, as of December 31, 2005,
Trustmark’s internal control over financial reporting is effective based on those criteria.

Trustmark’s independent registered public accounting firm, KPMG LLP, has issued an attestation report on management’s
assessment of the effectiveness of Trustmark’s internal control over financial reporting as of December 31, 2005. The
report, which expresses unqualified opinions on management’s assessment and on the effectiveness of Trustmark’s internal
control over financial reporting as of December 31, 2003, is included on page 10 of this report.

Tl LI oo ;@;&L. whit Lo

Richard G. Hickson ach L. Wasson
Chairman and Treasurer
Chief Executive Officer
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Trustmark Corporation:

We have audited management’s assessment, included in the accompanying Management Report on Internal Control over
Financial Reporting, that Trustmark Corporation and subsidiaries (the Corporation) maintained effective internal control
over financial reporting as of December 31, 2003, based on criteria established in Internal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission. The Corporation’s
management is responsible for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial reporting. Our responsibility is to express an opinion on management’s
assessment and an opinion on the effectiveness of the Corporation’s internal control over financial reporting based on our
audit.

We conducted our audit 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 effective
internal control over financial reporting was maintained in all material respects. Our audit included obtaining an
understanding of internal control over financial reporting, evaluating management’s assessment, testing and evaluating the
design and operating effectiveness of internal control, and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies and
procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded
as necessary to permit preparation of financial statements in accordance with generally accepted accounting principles, and
that receipts and expenditures of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized
acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, management’s assessment that Trustmark Corporation and subsidiaries maintained effective internal
control over financial reporting as of December 31, 2003, is fairly stated, in all material respects, based on criteria
established in Internal Control — Integrated Framework issued by the Committee of Sponsoring Organizations of the
Treadway Commission. Also, in our opinion, Trustmark Corporation and subsidiaries maintained, in all material respects,
effective internal control over financial reporting as of December 31, 2005, based on criteria established in Internal
Control - Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the consolidated balance sheets of Trustmark Corporation and subsidiaries as of December 31, 2005 and 2004,
and the related consolidated statements of income, changes in shareholders’ equity and cash flows for each of the years in
the three-year period ended December 31, 2005, and our report dated March 10, 2006, expressed an unqualified opinion
on those consolidated financial statements.

KPMe Up

Jackson, Mississippi
March 10, 2006
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders
Trustmark Corporation:

We have audited the accompanying consolidated balance sheets of Trustmark Corporation and subsidiaries (the
Corporation) as of December 31, 2005 and 2004, and the related consolidated statements of income, changes in
shareholders’ 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 Corporation’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 Trustmark Corporation 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 U.S.
generally accepted accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United
States), the effectiveness of the Corporation’s internal control over financial reporting as of December 31, 2005, based on
the criteria established in Internal Control - Integrated Framework issued by the Committee of Sponsoring Organizations
of the Treadway Commission, and our report dated March 10, 2006 expressed an unqualified opinion on management’s
assessment of, and the effective operation of, internal control over financial reporting.

KPMe UP

Jackson, Mississippi
March 10, 2006
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Consolidated Balance Sheets

($ in thousands except share data)

December 31,

2005 2004

Assets
Cash and due from banks (noninterest-bearing). . . ... ................... $ 387,930 $ 343,125
Federal funds sold and securities purchased . ..........................

under reverse repurchase agreements. . . ... ... ... ... 130,115 86,191
Securities available for sale (at fairvalue). . .. ........ ... ... ... . ... .... 1,041,754 1,580,270
Securities held to maturity (fair value: $295,521 - 2005;

$145,936 -2004) . . oot 294,902 136,797
Loans held forsale . .. ... ... . . .. . . . . . 146,936 101,222
0N . v et 5,893,439 5,330,055
Less allowance for loan losses . . .. ..... ... ... ... ... ... .. ... .. .. .. 76,691 64,757

Netloans. . . . ... 5,816,748 5,265,298
Premises and eqUIPMENt, MEL . . . . . o vttt e e e e e e e 115,115 115,337
Mortgage servicing rights . . . . .. ... .. 58,424 52,463
Goodwill. . .. 137,368 137,225
Identifiable intangible assets . . ... ... .. ... . ... 28,703 32,004
Other assets . . o v v v vt it e 231,755 203,025

Total ASSELS . . . o v oo e e $ 8,389,750 $ 8,052,957
Liabilities
Deposits:

Noninterest-bearing . . . . . .. ... $ 1,556,142 $ 1,354,749

Interest-bearing. . . . ... ... 4,726,672 4,095,344

Total deposits . . . . oot 6,282,814 5,450,093
Federal funds purchased . . ... ... .. ... . ... . 178,789 134,318
Securities sold under repurchase agreements . . .. ........ ... ... . ... 314,064 483,228
Short-term borrowings . . . . .. . ... . 775,402 980,318
Long-term FHLB advances . . . . ........ ... .. 5,726 180,894
Other liabilities. . . . . . ..o 91,492 73,710

Total Liabilities. . . . ... ... ... 7,648,287 7,302,561
Commitments and Contingencies
Shareholders’ Equity
Common stock, no par value:

Authorized: 250,000,000 shares

Issued and outstanding: 55,771,459 shares - 2005;

57,858,497 shares - 2004. . . . . ... 11,620 12,055
Capital surplus . . . .. oo 65,374 121,705
Retained earnings . . . . .. . ..ot 677,781 620,588
Accumulated other comprehensive loss,

NELOf EAX. & o o et et e e (13,312) (3,952)
Total Shareholders’ Equity . .. .......... ... ... ... ... .......... 741,463 750,396
Total Liabilities and Shareholders’ Equity. . . ... .................... $ 8,389,750 $ 8,052,957

See notes to consolidated financial statements.
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Consolidated Statements of Income

(8 in thousands except per share data)
Interest Income

Interest and feesonloans. . . .. ... . ... . ... . ... ... .

Interest on securities:

Taxable. . . ... ..

Tax eXempt . . . oo o

Interest on federal funds sold and securities purchased

under reverse repurchase agreements. . . . ... ... .......
Other Interest iNCOME . . . . v v v vttt e e e e e e

Total Interest Income. . . .. ......... . ... ... . .....

Interest Expense

Interest on deposits. . . . ... oo

Interest on federal funds purchased and securities

sold under repurchase agreements . . ................
Other interest eXpense . . . ... oo vt i e

Total Interest Expense . . . .. .....................

Net Interest Income. . . ... ...... . ... .. ... . . ... . . ...
Provision for loan losses. . . . .. .. ... . ...

Net Interest Income After Provision

forLoanLosses . . .. ........ .. ...

Noninterest Income

Service charges on deposit accounts . . . .................
Insurance COMMISSIONS . . . o v v v vt e e e e
Wealth management . .. ....... ... . ...............
Retail banking - other . . .. ... ... ... ... L
Mortgage banking, net. . ... ... ...
Other,net . . .. ... .
Securities (losses) gains . .. ........ ...

Total Noninterest Income. . . .. ...................

Noninterest Expense

Salaries and employee benefits. . .. ........ ... .........
Servicesand fees. . ... ... .. ...
Net OCCUPANCY = PrEMUSES . « v v v v v v e e e e e e e e e e e a s
Equipment expense. . . ... ... .. ..
Other expense . . .. ..o .t

Total Noninterest Expense . . ... ..................

Income Before Income Taxes . . ......................
Income taxes . . . . ... i

NetIncome . . ... ... ... . .

Earnings Per Share

Basic . . . ...
Diluted. . . . . ... .

See notes to consolidated financial statements.

Years Ended December 31,

2005 2004 2003
$ 350,550 $ 294,312 $ 285,684
56,568 61,779 65,332
7,455 7,792 8,035
994 417 287
130 55 50
415,697 364,355 359,388
81,960 55,123 59,327
19,138 10,881 10,255
38,158 22,734 19,976
139,256 88,738 89,558
276,441 275,617 269,830
19,541 (3,055) 9,771
256,900 278,672 260,059
51,019 56,274 54,351
33,006 17,807 17,679
21,579 20,319 19,479
20,835 18,467 18,506
5,845 8,571 7,049
14,467 7,233 7,015
(3,644) (4,643) 12,231
143,107 124,028 136,310
149,817 132,799 129,114
34,003 35,240 31,283
15,280 15,023 12,817
15,180 15,007 14,989
28,996 27,240 26,684
243276 225,309 214,887
156,731 177,391 181,482
53,780 60,682 62,952
$ 102,951 $ 116,709 $ 118,530
$ 182 $ 201 $ 201
$ 181 $  2.00 $  2.00
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Consolidated Statements of Changes in Shareholders’ Equity

($ in thousands except per share data)

Balance, January 1,2003. . ........
Comprehensive income:
Net income per consolidated
statements of income .. .......
Net change in fair value of
securities available for sale,
netoftax.................
Net change in fair value of cash flow
hedges, netof tax. . . ... ......
Net change in unfunded accumulated
benefit obligation, net of tax. . . . .

Comprehensive income. . . . . ..

Cash dividends paid ($0.69 per share). .
Common stock issued,

long-term incentive plan. . .. ... ..
Compensation expense,

long-term incentive plan. ... ... ..
Repurchase and retirement

of common stock . ............

Balance, December 31,2003 . ... ...
Comprehensive income:
Net income per consolidated
statements of income .. .......
Net change in fair value of
securities available for sale,
netoftax.................
Net change in unfunded accumulated
benefit obligation, net of tax. . . . .

Comprehensive income. . . . . ..

Cash dividends paid ($0.77 per share). .
Common stock 1ssued, long-term

incentive plan. . . .............
Compensation expense, long-term

incentiveplan. . . .............
Repurchase and retirement of

common stock . .. ... L

Balance, December 31,2004 . ... ...
Comprehensive income:
Net income per consolidated
statements of income .. .......
Net change in fair value of
securities available for sale,
netoftax.................
Net change in unfunded accumulated
benefit obligation, net of tax. . . . .

Comprehensive income. . . . ...

Cash dividends paid ($0.81 per share). .
Common stock 1ssued, long-term

incentive plan. . . . ............
Compensation expense, long-term

incentive plan. . .. ............
Repurchase and retirement of

common stock ... ... L

Balance, December 31,2005 ... .. ..

See notes to consolidated financial statements.
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Accumulated
Common Stock Other
Shares Capital Retained ~ Comprehensive
Outstanding ~ Amount Surplus Earnings (Loss) Income Total

60,516,668 $ 12,609 $ 188,652 $ 470,317 $

) ] - 118,530

- - - (40,326)

105,916 22 2,185 -

; ; 406 -
(2,375,851)  (495)  (58,860)

7,956 $ 679,534

- 118,530

(17,518)  (17,518)
2,966 2,966
3,129 3,129

- 107,107
- (40,326)
- 2,207
- 406

(59,355)

58,246,733 12,136 132,383 548,521

- - - 116,709

i - L (44,642)
142,664 30 2,667 :

: L1083 i
(530,900  (111)  (14,398)

(3,467) 689,573
- 116,709

2,109 2,109
(2,594)  (2,594)
- 116,224
- (44,642)
- 2,697
- 1,053

(14,509)

57,858,497 12,055 121,705 620,588

- - - 102,951

i i ~(45,758)

98,288 20 2,463 :

: . 1,646 :
(2,185326)  (455)  (60,440) :

(3,952) 750,396
- 102,951

(8,775)  (8,775)
(585) (585)

- 93,591

- (45.758)

- 2,483

; 1,646

- (60,895)

55,771,459 $11,620 § 65374 $677,781 §

(13,312) § 741,463




Consolidated Statements of Cash Flows

($ in thousands)

Operating Activities

NEtINCOME .« o v vttt e e e e e e e e e

Adjustments to reconcile net income to net cash provided

by operating activities:

Provision for loan losses . . .. ......... ... ... ... .....
Depreciation and amortization/impairment . . . . .. ... ......
Net amortization of securities. . . ... ........ ...
Securities losses (gains) . . . . ... ..
Gainsonsalesofloans . . ..........................
Deferred income tax (benefit) provision . .. ..............
Proceeds from sale of loans held forsale. . ... ............
Purchases and originations of loans held forsale . ..........
Increase in mortgage servicing rights . . . . ...............
Net increase in other assets . . ... ...........voun....
Net increase (decrease) in other liabilities . . ... ...........
Other operating activities, net. . . . . .. ... vt e ...

Net cash provided by operating activities. . . .. ... .............

Investing Activities
Proceeds from calls and maturities of securities held to maturity. . . . . .
Proceeds from calls and maturities of securities available for sale . . . . .
Proceeds from sales of securities available forsale. .. ............
Purchases of securities held to maturity. . .. ..................
Purchases of securities available forsale ... .. ............. ...
Net increase in federal funds sold and securities
purchased under reverse repurchase agreements
Netincrease inloans. . .. .......... ... ...
Purchases of premises and equipment . . . ... ........... .. ...,
Proceeds from sales of premises and equipment. . . .. ............
Proceeds from sales of other real estate . . . . ..................
Net cash paid in business combinations. . ... .................

Net cash (used in) provided by investing activities . . . . ... ........

Financing Activities
Net increase in deposits . . . . .o v vt
Net decrease in federal funds purchased and securities sold

under repurchase agreements. . . . . ... ..ot
Net (decrease) increase in short-term borrowings ... ............
Proceeds from long-term FHLB advances. . .. .................
Cashdividends. . ... ... .
Proceeds from exercise of stock options. . . .. .................
Repurchase and retirement of common stock . . .. ..............

Net cash provided by (used in) financing activities. . . . ... ........

Increase (decrease) in cash and cash equivalents . .. .............
Cash and cash equivalents at beginning of year. . . ... ...........

Cash and cash equivalents at end of year. . . .. ................

See notes to consolidated financial statements.

Years Ended December 31,

2005 2004 2003
$ 102,951 $ 116,709 § 118,530
19,541 (3,055) 9,771
24,165 23,938 33,056
6,860 20,979 19,570
3,644 4,643 (12,231)
(2,530) (5,544) (15,938)
(6,126) 12,744 3,238
929,457 848,772 1,494,278
(973,953) (833,151)  (1,407,158)
(14,383) (11,791) (18,782)
(23,763) (15,247) (21,203)
16,986 1,892 (2,225)
1,861 295 (1,124)
84,710 161,184 199,782
16,211 41,418 452,331
287,048 441,465 443,375
306,486 303,559 267,895
(178,890) (103) (3,978)
(75,479) (413,090)  (1,496,002)
(43,924) (48,479) (13,755)
(522,135) (275,701) (274,279)
(12,150) (14,348) (7,850)
1,781 524 1,306
4,917 6,465 6,010
: (31,199) (69,802)
(216,135) 10,511 (694,749)
832,721 196,732 193,345
(124,693) (310,589) (26,843)
(427,628) (91,355) 401,608
- 100,000 -
(45,758) (44,642) (40,326)
2,483 2,697 2,207
(60,895) (14,509) (59,355)
176,230 (161,666) 470,636
44,805 10,029 (24,331)
343,125 333,096 357,427
$ 387,930 $ 343,125 $ 333,09
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Notes to Consolidated Financial Statements

Note 1 - Significant Accounting Policies

Business

Trustmark Corporation (Trustmark) is a multi-bank
holding company headquartered in Jackson, Mississippi.
Through its subsidiaries, Trustmark operates as a financial
services organization providing banking and financial
solutions to corporate institutions and individual customers
through over 145 offices in Florida, Mississippi, Tennessee
and Texas.

Basis of Financial Statement Presentation

The consolidated financial statements include the accounts
of Trustmark and its wholly-owned subsidiaries, Trustmark
National Bank (TNB) and Somerville Bank & Trust
Company. All intercompany accounts and transactions
have been eliminated in consolidation.

The consolidated financial statements have been prepared
in conformity with U.S. generally accepted accounting
principles. Management is required to make estimates and
assumptions that affect the amounts reported in the
consolidated financial statements and accompanying notes.
Actual results could differ from those estimates. Material
estimates that are particularly susceptible to significant
change in the near term relate to the determination of the
allowance for loan losses and the valuation of mortgage
servicing rights.

Certain reclassifications have been made to prior periods to
conform to the current year presentation.

Securities Available for Sale and Held to Maturity
Management determines the appropriate classification of
securities at the time of purchase. Debt securities are
classified as held to maturity when Trustmark has the
intent and ability to hold the security to maturity.
Securities held to maturity are stated at amortized cost.

Securities not classified as held to maturity or trading are
classified as available for sale and are carried at fair value
with unrealized gains and losses recorded net of income
taxes as a component of shareholders’ equity as
accumulated other comprehensive (loss) income. Securities
available for sale are used as part of the Trustmark’s
interest rate risk management strategy, and they may be
sold in response to changes in interest rates, changes in
prepayment risks and other factors.

Interest and dividends on securities are recognized in
interest income on an accrual basis. Premiums and
discounts on debt securities are amortized as an adjustment
to yield over the contractual term of the security using the
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interest method. In the case of mortgage related securities,
premium and discount are amortized as an adjustment to
yield using the retrospective yield method. The specific
identification method is used to determine realized gains
and losses on sales of securities, which are reported as
securities (losses) gains in noninterest income.

Loans Held for Sale

Mortgage loans held for sale in the secondary market that
are hedged using fair value hedges are carried at estimated
fair value on an aggregate basis. Substantially, all mortgage
loans held for sale are hedged. These loans are primarily
first-lien mortgage loans originated or purchased by
Trustmark. Adjustments to reflect fair value and realized
gains and losses upon ultimate sale of the loans are
classified as mortgage banking noninterest income.
Deferred loan fees and costs are reflected in the basis of
loans held for sale and, as such, impact the resulting gain
or loss when loans are sold.

Government National Mortgage Association (GNMA)
optional repurchase programs allow financial institutions
to buy back individual delinquent mortgage loans that
meet certain criteria from the securitized loan pool for
which the institution provides servicing. At the servicer's
option and without GNMA's prior authorization, the
servicer may repurchase such a delinquent loan for an
amount equal to 100 percent of the remaining principal
balance of the loan. Under Statement of Financial
Accounting Standards (SFAS) No. 140, “Accounting for
Transfers and Servicing of Financial Assets and
Extinguishments of Liabilities—a replacement of SFAS No.
125,” this buy-back option is considered a conditional
option until the delinquency criteria are met, at which time
the option becomes unconditional. When Trustmark is
deemed to have regained effective control over these loans
under the unconditional buy-back option, the loans can no
longer be reported as sold and must be brought back onto
the balance sheet as loans held for sale, regardless of
whether Trustmark intends to exercise the buy-back
option. These loans are reported as held for sale in
accordance with generally accepted accounting principles
with the offsetting liability being reported as short-term
borrowings.

Loans

Loans are stated at the amount of unpaid principal,
adjusted for the net amount of direct costs and
nonrefundable loan fees associated with lending. The net
amount of nonrefundable loan origination fees and direct
costs associated with the lending process, including



Notes to Consolidated Financial Statements

Note 1 - Significant Accounting Policies (continued)

commitment fees, is deferred and accreted to interest
income over the lives of the loans using a method that
approximates the interest method. Interest on loans is
accrued and recorded as interest income based on the
outstanding principal balance.

A loan is classified as nonaccrual, and the accrual of
interest on such loan is discontinued, when the contractual
payment of principal or interest becomes 90 days past due
or if Management has serious doubts about further
collectibility of principal or interest, even though the loan
is currently performing. A loan may remain on accrual
status if it is in the process of collection and well secured.
When a loan is placed on nonaccrual status, unpaid
interest is reversed against interest income. Interest received
on nonaccrual loans is applied against principal. Loans are
restored to accrual status when the obligation is brought
current or has performed in accordance with the
contractual terms for a reasonable period of time, and the
ultimate collectibility of the total contractual principal and
interest is no longer in doubt.

A loan is considered impaired when, based on current
information and events, it is probable that Trustmark will be
unable to collect the scheduled payments of principal or
interest when due according to the contractual terms of the
loan agreement. Loans classified as nonaccrual, excluding
residential mortgages, consumer and other homogeneous
loans, are considered impaired loans. Specific allowances for
impaired loans are based on comparisons of the recorded
carrying values of the loans to the present value of these
loans' estimated cash flows at each loan's original effective
interest rate, the fair value of the collateral or the loans'
observable market prices. The policy for recognizing income
on impaired loans is consistent with the nonaccrual policy.

Commercial purpose loans are charged-off when a
determination is made that the loan is uncollectible and
continuance as a bankable asset is not warranted.
Consumer loans secured by residential real estate are
generally charged-off when the credit becomes severely
delinquent and the balance exceeds the fair value of the
property less costs to sell. Other consumer purpose loans,
including both secured and unsecured, are generally
charged-off in full no later than when the loan becomes
120 days past due. Credit card loans are generally charged-
off in full when the loan becomes 180 days past due.

Allowance for Loan Losses

The allowance for loan losses is established through
provisions for estimated loan losses charged against net
income. Loans deemed to be uncollectible are charged

against the allowance for loan losses, and subsequent
recoveries, if any, are credited to the allowance.

The allowance for loan losses is maintained at a level
believed adequate by Management, based on estimated
probable losses within the existing loan portfolio.
Trustmark’s allowance for possible loan loss methodology
is based on guidance provided in SEC Staff Accounting
Bulletin No. 102, “Selected Loan Loss Allowance
Methodology and Documentation Issues," as well as other
regulatory guidance. Accordingly, Trustmark’s
methodology is based on historical loss experience by type
of loan and internal risk ratings, homogeneous risk pools
and specific loss allocations, with adjustments considering
current economic events and conditions. This evaluation is
inherently subjective, as it requires material estimates,
including the amounts and timings of future cash flows
expected to be received on impaired loans that may be
susceptible to significant changes.

Premises and Equipment

Premises and equipment are stated at cost, less accumulated
depreciation and amortization. Depreciation is charged to
expense over the estimated useful lives of the assets, which
are up to thirty-nine years for buildings and three to seven
years for furniture and equipment. Leasehold improvements
are amortized over the terms of the respective leases, or the
estimated useful lives of the improvements, whichever is
shorter. In cases where Trustmark has the right to renew the
lease for additional periods, the lease term for the purpose
of calculating amortization of the capitalized cost of the
leasehold improvements is extended when Trustmark is
“reasonably assured” that it will renew the lease.
Depreciation and amortization expenses are computed
using a straight-line basis. Trustmark continually evaluates
whether events and circumstances have occurred that
indicate that such long-lived assets have been impaired.
Measurement of any impairment of such long-lived assets is
based on those assets’ fair values. There were no

impairment losses on premises and equipment recorded
during 2005, 2004 or 2003.

Mortgage Servicing Rights

Mortgage servicing rights are rights to service mortgage
loans for others, whether the loans were acquired through
purchase or loan origination. Purchased mortgage servicing
rights are capitalized at cost. For loans originated and sold
where the servicing rights have been retained, Trustmark
allocates the cost of the loan and the servicing right based
on their relative fair values. Mortgage servicing rights are
amortized over the estimated period of the related net
servicing income.
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Notes to Consolidated Financial Statements

Note 1 - Significant Accounting Policies (continued)

Mortgage servicing rights are evaluated quarterly for
impairment. Impairment occurs when the estimated fair
value of the mortgage servicing rights falls below its
carrying value. For purposes of evaluating impairment,
Trustmark stratifies its mortgage servicing portfolio on the
basis of certain risk characteristics including loan type,
term and interest rate. Changes in interest rates,
prepayment speeds or other factors could result in
impairment or its recovery of the servicing asset.
Impairment or impairment recovery is recognized through
a valuation allowance with a corresponding charge to
mortgage banking noninterest income.

Goodwill and Identifiable Intangibles

Goodwill, which represents the excess of cost over the fair
value of the net assets of an acquired business, is not
amortized but tested for impairment annually.

Identifiable intangible assets, comprised primarily of core
deposit intangibles and insurance customer relationship
intangibles, represent the net present value of the future
economic benefits related to the use of an acquired deposit
and insurance base. These assets are being amortized
primarily on a straight-line method up to fifteen years. The
results of straight-line amortization are not materially
different from an accelerated method. In addition,
Trustmark purchased banking charters in order to facilitate
its entry into the states of Florida and Texas. These
identifiable intangible assets are being amortized on a
straight-line method over 20 years. Core deposit
intangibles and insurance customer relationship intangibles
are evaluated annually or whenever events or changes in
circumstances indicate that the carrying amount should be
reevaluated.

Other Real Estate Owned

Other real estate owned includes assets that have been
acquired in satisfaction of debt through foreclosure. Other
real estate owned is reported in other assets and is
recorded at the lower of cost or estimated fair value less
the estimated cost of disposition. Valuation adjustments
required at foreclosure are charged to the allowance for
loan losses. Subsequent to foreclosure, losses on the
periodic revaluation of the property are charged to net
income as other expense. Costs of operating and
maintaining the properties are included in other
noninterest expenses, while gains (losses) on their
disposition are charged to other income as incurred.
Improvements made to properties are capitalized if the
expenditures are expected to be recovered upon the sale of
the property.
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Derivative Financial Instruments

Trustmark utilizes various derivative financial instruments
as part of its risk management strategy. Trustmark is also
required to recognize certain contracts and commitments
as derivatives when the characteristics of those contracts
and commitments meet the definition of a derivative.
Trustmark’s derivative financial instruments consist of
mortgage related instruments, interest rate swaps and
interest rate floors/caps.

Under the guidelines of SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities,” as
amended, all derivative instruments are required to be
carried at fair value on the balance sheet. SFAS No. 133
also provides special hedge accounting provisions.
Derivative instruments designated in a hedge relationship
to mitigate exposure to changes in the fair value of an
asset, liability or firm commitment attributable to a
particular risk, such as interest rate risk, are considered fair
value hedges under SFAS No. 133.

Trustmark utilizes fair value hedges which are accounted
for by recording the fair value of the derivative instrument
and the fair value related to the risk being hedged on the
hedged asset or liability on the balance sheet with
corresponding offsets recorded in mortgage banking
noninterest income. The adjustment to the hedged asset or
liability is included in the basis of the hedged item, while
the fair value of the derivative is recorded as a freestanding
asset or liability.

Derivative gains and losses for those not designated as a hedge
are recognized immediately in other noninterest income.

Income Taxes

Trustmark accounts for deferred income taxes using the
liability method. Deferred tax assets and liabilities are
based on temporary differences between the financial
statement carrying amounts and tax basis of Trustmark’s
assets and liabilities. Deferred tax assets and liabilities are
measured using the enacted tax rates expected to apply to
taxable income in the years in which those temporary
differences are expected to be realized or settled.

Stock-Based Compensation

Effective January 1, 2003, Trustmark adopted the fair
value recognition provisions of SFAS No. 123,
“Accounting for Stock-Based Compensation,” as amended
by SFAS No. 148, “Accounting for Stock-Based
Compensation — Transition and Disclosure” prospectively
for all awards granted, modified or settled after January 1,



Notes to Consolidated Financial Statements

Note 1 - Significant Accounting Policies (continued)

2003. Under the provisions of this statement,
compensation expense is recognized over the vesting period
for stock option awards and is estimated using the Black-
Scholes option-pricing model, while compensation expense
for restricted performance awards is recognized over the
service period based on the fair value of the underlying
common stock on the date of grant based on the number
of restricted shares expected to vest.

Prior to January 1, 2003, Trustmark accounted for
incentive stock option awards under the recognition and
measurement provisions of Accounting Principles Board
(APB) Opinion No. 25, “Accounting for Stock Issued to
Employees.” Under APB No. 25, because the exercise price
of Trustmark’s stock option awards equaled the market
price for the underlying stock on the date of grant, no
compensation expense was recognized. The following table
reflects pro forma net income and earnings per share for
the periods presented, had Trustmark elected to adopt the
fair value approach for all outstanding stock option
awards prior to January 1, 2003 ($ in thousands except
per share data):

2005

2004 2003

Net income,
as reported. . .. ..
Add: Total stock-
based employee
compensation
expense included
in reported
net income,
net of related
tax effects . .. ...
Deduct: Total stock-
based employee
compensation
expense determined
under fair value
based method for
all awards, net of
related tax effects . .

$102,951 $116,709 $118,530

650 251

(1,631)  (1,736)  (1,670)

Pro forma

net income $102,336 $115,623 $117,111

Earnings per share:

As reported
Basic........ $
Diluted. . . .. ..

Pro forma
Basic . ....... $
Diluted. . . . ...

201 $
2.00

2.01
2.00

The following table reflects the fair value of stock option
awards at their grant dates and the weighted-average
assumptions which were utilized in the Black-Scholes
option-pricing model.

2005 2004 2003
Fair value of options . $ 6.54 $ 676 $ 6.45
Risk-free interest rate. . . 4.11% 3.92% 4.01%
Expected volatility. . . 24.95% 27.20%  24.71%
Expected dividend yield . 3.03% 2.98% 2.72%
Expected life (in years). . 7 7 10

Statements of Cash Flows

For purposes of reporting cash flows, cash and cash
equivalents include cash on hand and amounts due from
banks. The following table reflects specific transaction
amounts for the periods presented ($ in thousands):

2005 2004 2003
$ 55,210 $ 50,160 $ 59,133

Income taxes paid . .
Interest expense

paid on deposits

and borrowings . .
Non-cash transfers

from loans to

foreclosed

properties . . . . ..
Assets acquired

in business

combinations . . . . -
Liabilities assumed

in business

combinations . . . . -
Transfer of long-term

FHLB advances to

short-term . . . . ..

129,984 86,315 91,082

2,938 5,629 5,288

161,923 232,816

172,035 209,182

175,000 450,000 50,000
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Notes to Consolidated Financial Statements

Note 1 - Significant Accounting Policies (continued)

Per Share Data
Basic earnings per share (EPS) is computed by dividing net
income by the weighted-average shares of common stock
outstanding. Diluted EPS is computed by dividing net
income by the weighted-average shares of common stock
outstanding, adjusted for the effect of potentially dilutive
stock options outstanding during the period. The following
table reflects weighted-average shares used to calculate
basic and diluted EPS for the periods presented (in
thousands):

Years Ended December 31,

2005 2004 2003
Basic shares . . . ....... 56,610 57,998 59,009
Dilutive shares
(related to stock options) . . 133 275 235
Diluted shares . ....... 56,743 58,273 59,244

Recent Pronouncements

Financial Accounting Standards Board (FASB) Staff
Position (the FSP) No. FAS 115-1 and FAS 124-1, "The
Meaning of Other-Than-Temporary Impairment and Its
Application to Certain Investments," was issued in
November 2005 and addresses the determination of when
an investment is considered impaired, whether the
impairment is other than temporary and how to measure
an impairment loss. The FSP also addresses accounting
considerations subsequent to the recognition of an other-
than-temporary impairment on a debt security and
requires certain disclosures about unrealized losses that
have not been recognized as other-than-temporary
impairments. The FSP replaces the impairment guidance in
Emerging Issues Task Force (EITF) Issue No. 03-1 with
references to existing authoritative literature concerning
other-than-temporary determinations. Under the FSP, losses
arising from impairments deemed to be other-than-
temporary must be recognized in net income equal to the
entire difference between the security's cost and its fair
value at the financial statement date, without considering
partial recoveries subsequent to that date. The FSP also
requires that an investor recognize an other-than-
temporary impairment loss when a decision to sell a
security has been made and the investor does not expect
the fair value of the security to fully recover prior to the
expected time of sale. The FSP is effective for reporting
periods beginning after December 15, 2005. The effects of
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this statement are not expected to have a material impact
on Trustmark’s statement of position or results of
operations.

In May 2005, the FASB issued SFAS No. 154, “Accounting
Changes and Error Corrections.” SFAS No. 154 is a
replacement of APB No. 20, “Accounting Changes” and
FASB Statement No. 3, “Reporting Accounting Changes in
Interim Financial Statements.” SFAS No. 154 establishes,
unless impracticable, retrospective application as the
required method for reporting a change in accounting
principle in the absence of explicit transition requirements
specific to the newly adopted accounting principle. This
statement applies to voluntary changes in accounting
principles as well as changes required by an accounting
pronouncement that provides no specific transition
provisions. This statement is effective for accounting
changes and corrections of errors made in fiscal years
beginning after December 15, 2005. The effects of this
statement are not expected to have a material impact on
Trustmark’s statement of position or results of operations.

In December 2004, the FASB issued a revision of SFAS No.
123 (SFAS No. 123r), “Share-Based Payment.” This
statement revises SFAS No. 123, “Accounting for Stock-
Based Compensation,” and supersedes APB Opinion No.
25, “Accounting for Stock Issued to Employees.” SFAS No.
123r establishes standards for the accounting for
transactions in which a company exchanges equity
instruments for goods or services. This statement requires
companies to measure the cost of employee services
received in exchange for an award of equity instruments
based on the grant-date fair value of the award. As of the
required effective date, public companies using the fair-
value-based method for recognition or disclosure under
SFAS No. 123 will apply this statement using a modified
version of prospective application. Trustmark adopted the
provisions of SFAS No. 123, effective January 1, 2003;
therefore, Trustmark recognized compensation cost for the
portion of outstanding awards for which the requisite
service has not yet been rendered (unvested awards). For
public companies, this statement is effective as of the
beginning of the first annual reporting period beginning
after June 15, 2005. The effects of this statement will not
have a material impact on Trustmark’s statement of
position or results of operations.



Notes to Consolidated Financial Statements

Note 2 — Hurricane Katrina

On August 29, 2005, Hurricane Katrina struck the
Mississippi Gulf Coast and Central and Eastern Mississippi
causing significant damages. Immediately following the
storm, Trustmark initiated a process to assess the storm’s
impact on its customers and on Trustmark’s consolidated
financial statements. In accordance with SFAS No. 3,
“Accounting for Contingencies," Trustmark has
determined, through reasonable estimates, that specific
losses were probable and have been reflected in the
consolidated financial statements as of December 31, 2003.
The impact of Hurricane Katrina decreased pretax net
income by $16.3 million, or $10.1 million after tax. This
equates to a decrease in basic earnings per share of $0.18.

Trustmark identified customers impacted by the storm in
an effort to estimate the loss of collateral value and
customer payment abilities. As a result of customer
surveys, collateral inspections and review of risk
characteristics, Trustmark has increased its allowance for
loan losses through provision for loan losses by $9.8
million on a pre-tax basis. Specifically, $3.5 million and
$1.5 million have been allocated for losses due to collateral

impairment on 1-4 family residential mortgages and
consumer loans, respectively. General reserves of $4.8
million for consumer and commercial loans have been
allocated for losses due to economic disruption caused by
the storm.

Trustmark’s mortgage division’s annual pre-tax income was
additionally impacted by $3.3 million resulting from
adjusted fair values on loans held for sale, increased
prepayment speeds on mortgage servicing rights and
waived ancillary fees in the impacted areas. In addition,
Trustmark experienced lost revenues of $2.7 million for the
year resulting from customer assistance in retail account
fees and incurred additional expenses of $539 thousand for
the year.

Management’s estimates, assumptions and judgments are
based on information available as of the date of the
consolidated financial statements. As additional
information on the impact of Hurricane Katrina is
gathered, actual results could differ from the estimates
discussed above.

Note 3 — Business Combinations

On December 1, 2004, Trustmark acquired Fisher-Brown,
Incorporated, located in Pensacola, Florida. This business
combination was accounted for under the purchase method
of accounting. Excess cost over tangible net assets acquired
totaled $36.2 million, of which $9.3 million and $26.9
million have been allocated to identifiable intangibles and
goodwill, respectively.

On March 12, 2004, Trustmark acquired five branches of
Allied Houston Bank in a business combination accounted
for by the purchase method of accounting. In connection
with the transaction, Trustmark acquired approximately
$148.1 million in assets and assumed $161.7 million in
deposits and other liabilities for a $10 million deposit
premium. Assets consisted of $145.9 million of selected
loans, $585 thousand in premises and equipment and $1.6
million in other assets. The assets and liabilities have been
recorded at fair value based on market conditions and risk
characteristics at the acquisition date. Loans were recorded
at a $6.4 million discount, consisting of a discount for
general credit risk of $7.3 million offset by a market
valuation premium of $862 thousand. Included in the
credit risk discount of $7.3 million was a specific amount

for nonaccrual loans of $1.7 million. Subsequent to the
purchase date, the unpaid principal for these nonaccrual
loans was written down to net realizable value against the
recorded discount. Excess cost over tangible net assets
acquired totaled $15.7 million, of which $426 thousand
and $15.3 million have been allocated to identifiable
intangibles (core deposits) and goodwill, respectively. The
purchase price allocation was finalized during the first
quarter of 2005 after completion of an evaluation of the
adequacy of the discount for general credit risk mentioned
above. The resulting adjustment was immaterial.

On August 29, 2003, Trustmark acquired seven Florida
branches of The Banc Corporation of Birmingham,
Alabama, in a business combination accounted for by the
purchase method of accounting. These branches, known as
the Emerald Coast Division, serve the markets from Destin
to Panama City. In connection with the transaction,
Trustmark paid a $46.8 million deposit premium in
exchange for $232.8 million in assets and $209.2 million
in deposits and other liabilities. Assets consisted of $224.3
million in loans, $6.8 million in premises and equipment
and $1.7 million in other assets. These assets and liabilities
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Notes to Consolidated Financial Statements

Note 3 — Business Combinations (continued)

have been recorded at fair value based on market
conditions and risk characteristics at the acquisition date.
Loans were recorded at a $1.9 million discount, consisting
of a discount for general credit risk of $3.5 million offset
by a market premium of $1.6 million. This net discount
will be recognized as interest income over the estimated life
of the loans. Excess costs over tangible net assets acquired
totaled $49.5 million, of which $1.7 million and $47.8

million have been allocated to core deposits and goodwill,
respectively.

Trustmark’s financial statements include the results of
operations for the above purchase business combinations
from the respective merger dates. The pro forma impact of
these acquisitions on Trustmark’s results of operations is
immaterial.

Note 4 — Cash and Due from Banks

Trustmark is required to maintain average reserve balances
with the Federal Reserve Bank based on a percentage of
deposits. The average amounts of those reserves for the
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years ended December 31, 2005 and 2004, were $21.1
million and $37.2 million, respectively.
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Note 5 — Securities Available for Sale and Held to Maturity

A summary of the amortized cost and estimated fair value of securities available for sale and held to maturity at December 31,
2005 and 2004, follows ($ in thousands):

2005

U.S. Treasury
and other
U.S. Government
agencies . . .. ...
Obligations of states
and political
subdivisions. . . . .
Mortgage-backed
securities. . . . . . .
Corporate debt
securities. . . . ...
Other securities . . . .

2004

U.S. Treasury
and other
U.S. Government
agencies . . ... ..
Obligations of states
and political
subdivisions. . . . .
Mortgage-backed
securities. . . . . . .
Corporate debt
securities. . . . . . .
Other securities . . . .

Securities Available for Sale

Securities Held to Maturity

Gross Gross Estimated Gross Gross Estimated

Amortized  Unrealized Unrealized Fair Amortized  Unrealized Unrealized Fair

Cost Gains (Losses) Value Cost Gains (Losses) Value
$ 8942 § 28 - $ 8944 - - - $ -
61,973 1,239 (266) 62,946 131,403 5,055 (580) 135,878
812,049 544 (16,205) 796,388 163,386 13 (3,874) 159,525
120,603 23 (3,174) 117,452 - - - -
54,597 1,427 - 56,024 113 N - 118
$1,058,164 § 3,235 $(19,645) $1,041,754 294,902 5,073 (4,454) $ 295,521
$ 251,361 $ 512 $ (2,714) § 249,159 - - - % -
68,154 3,051 (21) 71,184 130,403 9,070 (2) 139,471
1,056,748 4,152 (8,221) 1,052,679 6,288 75 (3) 6,360
129,373 418 (1,109) 128,682 - - - -
76,833 1,733 - 78,566 106 - (1) 105
$1,582,469 $§ 9,866 $ (12,065) $1,580,270 136,797 9,145 6) $ 145,936
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Note 5 — Securities Available for Sale and Held to Maturity (continued)

Temporarily Impaired Securities

The primary components that determine a security’s fair value are its coupon rate, maturity and credit characteristics.
When the fair value of a security falls below amortized cost, it becomes temporarily impaired with an unrealized loss.
The table below includes securities with unrealized losses at December 31, 2005, and December 31, 2004, respectively,

segregated by length of impairment ($ in thousands):

Less than 12 Months 12 Months or More Total
Estimated Unrealized  Estimated  Unrealized Estimated Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses

2005
U.S. Treasury and other U.S.

Government agencies . . . ....... $ -5 - 8 - $ -9 - $ -
Obligations of states and political

subdivisions . . .............. 30,912 780 2,164 66 33,076 846
Mortgage-backed securities. . . .. ... 345,361 6,247 593,426 13,832 938,787 20,079
Corporate debt securities . . . ... ... 38,941 1,017 75,265 2,157 114,206 3,174
Other securities . ... ........... - - - - - -

Total . . ................... $ 415214 § 8,044 $670,855 $ 16,055 $1,086,069 $ 24,099
2004
U.S. Treasury and other U.S.

Government agencies . . . ....... $ 124,063 $ 660 $ 75,195 $§ 2,054 § 199,258 $§ 2,714
Obligations of states and political

subdivisions . . .............. 2,881 23 - - 2,881 23
Mortgage-backed securities. . . .. ... 504,312 5,399 302,728 2,825 807,040 8,224
Corporate debt securities . . . ... ... 69,465 840 14,680 270 84,145 1,110
Other securities . .. ............ - - - - - -

Total .. ... .. .. .. .. ... .. $ 700,721 $§ 6,922 $392,603 $ 5,149 $1,093,324 $ 12,071

In estimating other-than-temporary impairment losses,
Management considers, among other things, the length of
time and the extent to which the fair value has been less
than costs, the financial condition and near-term prospects
of the issuer and the intent and ability of Trustmark to
hold the security for a period of time sufficient to allow for
any anticipated recovery in fair value. The unrealized losses
shown above are primarily due to increases in market
interest rates over the yields available at the time of
purchase of the underlying securities. The fair value is
expected to recover as the bonds approach their maturity
dates or if market yields for such investments decline.
Management does not believe any of the securities are
impaired due to reasons of credit quality. In addition,
Management has the ability to hold the securities for a
period of time sufficient for a recovery of costs.
Accordingly, as of December 31, 2005, Management
believes the impairment detailed in the table above is
temporary, and, consequently, no impairment loss has been
realized.
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Security Gains and Losses

Gross gains as a result of calls and dispositions of securities
available for sale were $781 thousand in 2005, $26
thousand in 2004 and $12.2 million in 2003. During 20035,
gross losses on calls and dispositions of these securities
were $4.4 million, while there were $4.7 million in 2004
and $61 thousand realized in 2003. During 2005, 2004
and 2003, there were no sales of securities held to
maturity. Gross gains of $2 thousand were realized in both
20035 and 2004, while $75 thousand in gains were realized
on calls of these securities during 2003.

Securities Transferred from Held to Maturity to

Available for Sale

During the third quarter of 2005, Trustmark moved $4.5
million in book value of held to maturity securities to
available for sale as allowed by paragraph eight of SFAS No.
115, “Accounting for Certain Investments in Debt and
Equity Securities,” resulting in unrealized gains at December
31, 20085, of $22 thousand. These securities were general
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Note 5 — Securities Available for Sale and Held to Maturity (continued)

obligation municipal bonds issued by seven different entities
along the Mississippi Gulf Coast that incurred serious
damage by Hurricane Katrina. These entities are facing
severe fiscal and economic strain, which has resulted in a
material deterioration in their financial stability, at least in
the short-term. Transferring these securities to available for
sale has provided a more transparent impact of the current
value of the bonds in Trustmark’s consolidated financial
statements, which has given Management more flexibility in
managing the exposure to these entities as additional
information emerges on their creditworthiness.

Securities Pledged
Securities with a carrying value of $1.1 billion and $1.4

Dueinoneyearorless. . .....................
Due after one year through five years
Due after five years through ten years. . . ..........
Due after ten years

Mortgage-backed securities. . . .. ...............
Total

billion at December 31, 2005 and 2004, respectively, were
pledged to collateralize public deposits and securities sold
under agreements to repurchase and for other purposes as
required or permitted by law.

Contractual Maturities

The amortized cost and estimated fair value of securities
available for sale and held to maturity at December 31,
2003, by contractual maturity, are shown below ($ in
thousands). Expected maturities may differ from
contractual maturities because borrowers may have the
right to call or prepay obligations with or without call or
prepayment penalties.

Securities Securities
Available for Sale Held to Maturity

Estimated Estimated

Amortized Fair Amortized Fair

Cost Value Cost Value
$ 36,485 $ 36,273 $ 8,883 § 8,963
162,548 160,603 43,435 44,787
19,229 19,154 56,058 58,726
27,853 29,336 23,140 23,520
246,115 245,366 131,516 135,996
812,049 796,388 163,386 159,525
$ 1,058,164 $ 1,041,754 $294,902 $ 295,521
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Note 6 — Loans

At December 31, 2005 and 2004, loans consisted of the
following ($ in thousands):

2005 2004

Real estate loans:
Construction and land
development. . .......
Secured by 1-4 family

$ 534,009 $ 491,861

residential properties . .. 2,082,361 1,852,196
Secured by nonfarm, non-
residential properties . .. 1,061,669 893,836
Other............... 166,685 156,140
Loans to finance agricultural
production . .......... 40,162 29,885
Commercial and industrial . . 861,167 865,436
Consumer . ............ 886,072 812,133
Obligations of states and
political subdivisions. . . . . 210,310 178,222
Otherloans . ........... 51,004 50,346
Loans. . . .o vvee 5,893,439 5,330,055
Less allowance for loan
losses .. ........... 76,691 64,757
Net loans. . ......... $5,816,748 $ 5,265,298

Trustmark does not have any loan concentrations other
than those reflected in the preceding table which exceed
10% of total loans. At December 31, 2005, Trustmark’s
geographic loan distribution was concentrated primarily in
its Florida, Mississippi, Tennessee and Texas markets.
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Changes in the allowance for loan losses were as follows
($ in thousands):

2005 2004 2003
$64,757 $74,276 $ 74,771

Balance at January 1. . .
Provision charged to

eXPense. . . . ... ... 19,541 (3,055) 9,771
Loans charged off . ... (16,822) (15,402) (19,208)
Recoveries ... ...... 9,215 8,938 8,942
Net charge-offs . . .. .. (7,607)  (6,464) (10,266)

Balance at

December 31 . ... .. $76,691 $64,757 $ 74,276

At December 31, 2005 and 2004, the carrying amounts of
nonaccrual loans were $28.9 million and $21.9 million,
respectively. Included in these nonaccrual loans at
December 31, 2005 and 2004, are loans that are
considered to be impaired, which totaled $21.8 million and
$16.9 million, respectively. At December 31, 2003, the
total allowance for loan losses related to impaired loans
was $5.9 million compared with $5.4 million at December
31, 2004. The average carrying amounts of impaired loans
during 2005, 2004 and 2003 were $23.6 million, $19.1
million and $21.3 million, respectively. No material
amounts of interest income were recognized on impaired
loans or nonaccrual loans for each of the years in the
three-year period ended December 31, 2005.

Trustmark makes loans in the normal course of business to
certain executive officers and directors, including their
immediate families and companies in which they are
principal owners. Such loans are made on substantially the
same terms, including interest rates and collateral, as those
prevailing at the time for comparable transactions with
unrelated persons and do not involve more than the
normal risk of collectability at the time of the transaction.
At December 31, 2005 and 2004, total loans to these
borrowers were $81.6 million and $63.5 million,
respectively. During 2005, $778.8 million of new loan
advances were made, while repayments were $760.8
million.
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Note 7 - Premises and Equipment

At December 31, 2005 and 2004, premises and equipment are summarized as follows ($ in thousands):

Buildings and leasehold improvements . . ... ..........
Furniture and equipment . . . .. ...................

Total cost of premises and equipment . . . ...........

Less accumulated depreciation and amortization

Premises and equipment, net . . .. ................

2005 2004
.................... $ 28,600 $ 26,019
.................... 120,270 118,758
.................... 117,043 111,905
.................... 265,913 256,682
.................... 150,798 141,345
.................... $ 115,115 $ 115,337

Note 8 — Mortgage Banking

Mortgage Servicing Rights

The changes in the carrying amount of mortgage servicing rights for the years ended December 31, 2005, 2004 and

2003, are as follows ($ in thousands):

Balance as of January 1,2003. ... .................
Additions . . ... ...
AmoOrtization. . . .. ..o vt
Impairment. . . . ... ... ...

Balance as of December 31,2003 .. .. ..............
Additions . . . ... ...
Other-than-temporary impairment. . . ... ............
Amortization. . . . . ..ot
Impairment recovery. . . .. ... .. .

Balance as of December 31,2004 . ... ..............
Additions . . . ... ...
AmoOrtization. . . . ..o vt
Impairment recovery. . . . .. .. ...

Balance as of December 31,2005 . .. ...............

Estimated amortization of mortgage servicing rights for the
years ended 2006, 2007, 2008, 2009 and 2010 is $8.9
million, $7.6 million, $6.7 million, $5.8 million and $5.0
million, respectively. The assumptions underlying these
estimates are subject to modification based on changes in
market conditions and portfolio behavior (such as
prepayment speeds). Variable prepayment speeds were used
in this projection and are based on coupon stratification,
age and type of loans in this portfolio under the current
interest rate environment. As a result, these estimates are
subject to change in a manner and amount that is not
presently determinable by Management.

Impairment for mortgage servicing rights occurs when the
estimated fair value falls below the underlying carrying

Gross Carrying Valuation Net Carrying
Amount Allowance Amount

.. $ 61,307 $ (12,480) $ 48,827
.. 18,782 - 18,782
.. (14,515) - (14,515)
.. - (3,387) (3,387)
.. 65,574 (15,867) 49,707
.. 11,791 - 11,791
.. (7,032) 7,032 -
.. (11,826) - (11,826)
- 2,791 2,791

.. 58,507 (6,044) 52,463
.. 14,383 - 14,383
.. (10,465) - (10,465)
- 2,043 2,043

.. $ 62,425 $  (4,001) $ 58,424

value. Fair value is determined utilizing specific risk
characteristics of the mortgage loan, current interest rates
and current prepayment speeds. As a direct result of
Hurricane Katrina, the recovery of mortgage servicing
rights was reduced by $1.8 million during 2005 for
estimated prepayments on mortgages serviced in the
affected areas. During 2004, Trustmark reclassified $7.1
million of mortgage servicing right impairment from
temporary to other-than-temporary which reduced the
valuation allowance for impairment and the gross
mortgage servicing rights balance with no effect to the net
mortgage servicing rights assets. Impairment is considered
to be other-than-temporary when Trustmark determines
that the carrying value is expected to exceed the fair value
for an extended period of time.
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Note 8 — Mortgage Banking (continued)

In the determination of the value of mortgage servicing
rights at the date of securitization, certain key economic
assumptions are made. During 2005, mortgage servicing
rights were added based on discount rates ranging from
9.6% to 16.6%, prepayment rates ranging from 7% to
34% CPR and weighted-average lives ranging from one to
nine years.

At December 31, 20035, the fair value of mortgage servicing
rights was $59.8 million, with a weighted-average life of
approximately seven years. Based on this information, the
following table illustrates the sensitivity of the fair value of
mortgage servicing rights to immediate 10% and 20%
adverse changes in the following key assumptions
($ in thousands):

Impact on Fair Value

(Adverse Change)

Assumptions Range 10% 20%
Discount Rate 9% - 16% $ (2,625) $ (4,874)
Prepayment Rate 9% - 20% CPR (2,250) (4,124)

These sensitivities are hypothetical and should not be
considered to predict annual future performance. As
changes in assumptions and changes in fair value may not
be linear, it is not possible to extrapolate the impact of
other scenarios from these projections. Also, changes in
one assumption may result in changes in other
assumptions, which might magnify or counteract the
sensitivities.

Mortgage Loans Sold

During 20035, Trustmark sold $928.2 million of residential
mortgage loans in securitization transactions compared
with $844.5 million in 2004. Pretax gains on these sales
were recorded in mortgage banking noninterest income
and totaled $2.0 million in 2005, $4.3 million in 2004 and
$13.6 million in 2003. Trustmark receives annual servicing
fee income approximating 0.35% of the outstanding
balance of the underlying loans. The investors and the
securitization trusts have no recourse to the assets of
Trustmark for failure of debtors to pay when due.

Note 9 — Goodwill and Identifiable Intangible Assets

Goodwill

The changes in the carrying amount of goodwill by
segment for the years ended December 31, 2005, 2004 and
2003, are as follows ($ in thousands):

General
Banking Insurance  Total
Balance as of
January 1,2003 . ... $30,497 $17,531 $ 48,028
Additions from business
combinations . . . . .. 47,849 - 47,849
Balance as of
December 31,2003 .. 78,346 17,531 95,877
Additions from business
combinations . . . . .. 15,294 26,954 42,248
Purchase accounting
adjustments . . .. ... (900) - (900)
Balance as of
December 31, 2004 . . 92,740 44,485 137,225
Purchase accounting
adjustments . . .. ... 187 (44) 143

Balance as of

December 31,2005.. $92,927 §$44,441 $137,368
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During 2004, Trustmark realigned its management
reporting structure, and, as a result, goodwill reportable by
Trustmark is included in its general banking and insurance
segments. Trustmark’s general banking segment delivers a
full range of banking services to consumer, corporate,
small and middle-market businesses through its extensive
branch network. The insurance segment includes TNB’s
wholly-owned retail insurance subsidiaries that offer a
diverse mix of insurance products and services. Trustmark
performed an impairment test of goodwill during 2005,
2004 and 2003, which indicated that no impairment
charge was required.
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Note 9 — Goodwill and Identifiable Intangible Assets (continued)

Identifiable Intangible Assets
At December 31, 2005 and 2004, identifiable intangible
assets consisted of the following ($ in thousands):

2005
Gross Net
Carrying  Accumulated — Carrying
Amount  Amortization ~ Amount
Core deposit
intangibles. ... $ 40,651 § 25,153 § 15,498
Insurance
intangibles. . . . 12,675 2,627 10,048
Banking charters . 1,325 148 1,177
Total
amortizable . . . 54,651 27,928 26,723
Supplemental
retirement plan
intangible . . . . 1,980 - 1,980
Total. . ... ... $ 56,631 § 27928 $ 28,703
2004
Gross Net
Carrying  Accumulated  Carrying
Amount  Amortization ~ Amount
Core deposit
intangibles. . .. $§ 40,651 § 23,405 $§ 17,246
Insurance
intangibles . . . . 12,675 1,291 11,384
Banking charters . 1,325 82 1,243
Total
amortizable . . . 54,651 24,778 29,873
Supplemental
retirement plan
intangible . . .. 2,131 - 2,131
Total. . . ... .. $ 56,782 § 24778 $ 32,004

At December 31, 2005, Trustmark’s identifiable intangible
assets consisted of core deposit intangibles with a carrying
amount of $15.5 million and a weighted-average
amortization period of 14.4 years, insurance intangibles of
$10.0 million with a weighted-average amortization period
of 14.9 years and bank charters of $1.2 million with a
weighted-average maturity of 20 years. During 2005,
Trustmark reviewed the supplemental retirement plan
intangible and made an adjustment of $151 thousand,
bringing the balance at December 31, 2005, to $2.0
million, based on the value of the plan’s assets compared
with the accumulated benefit obligation.

In 2005, 2004 and 2003, Trustmark recorded $3.1 million,
$2.3 million and $3.0 million, respectively, of amortization
of identifiable intangible assets. Trustmark estimates that
amortization expense for identifiable intangible assets will
be $3.0 million in 2006, $2.9 million in 2007, $2.8 million
in both 2008 and 2009 and $2.7 million in 2010.
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Note 10 — Deposits

At December 31, 2005 and 2004, deposits consisted of the
following ($ in thousands):

2005 2004

Noninterest-bearing

demand.......... $ 1,556,142 $ 1,354,749
Interest-bearing

demand.......... 846,754 1,362,437
Savings. . .. ........ 1,608,334 892,643
Time . oo e 2,271,584 1,840,264

Total deposits. . . . .. $ 6,282,814 $ 5,450,093

The aggregate amount of time deposits of $100,000 or
more at December 31, 2005, was $826.8 million.

The maturities of interest-bearing deposits at December 31,
20035, are as follows ($ in thousands):

2006 . $1,875,296
2007 . 288,238
2008 .. 64,823
2009 .. 27,200
2010 and thereafter . ... ........... 16,027

Total time deposits . ... .......... 2,271,584
Interest-bearing deposits with no

stated maturity . . ... ... ... ... ... 2,455,088

Total interest-bearing deposits . . . . . . . $4,726,672

Note 11 - Borrowings

Short-Term Borrowings
At December 31, 2005 and 2004, short-term borrowings
consisted of the following ($ in thousands):

2005 2004

Term federal funds

purchased $ 188,000 $ 278,000

FHLB advances . .......... 475,031 650,000
Serviced GNMA loans eligible

for repurchase . ......... 47,544 -
Treasury tax and loan note

option account . .. ....... 30,850 26,407
Line of credit payable . . ... .. 11,000 -
Other ................. 22,977 25,911

Total ................ $ 775,402 $ 980,318

Trustmark has received advances from the FHLB, which
are classified as short-term and are collateralized by a
blanket lien on Trustmark’s single-family, multi-family,
home equity and commercial mortgage loans. These
advances have a weighted-average maturity of 6.7 months
with a weighted-average cost of 4.79%. Six advances have
fixed rates and range from $25.0 million to $50.0 million
with interest rates ranging from 4.17% to 4.55%.
Additionally, five advances have floating rates and range
from $25.0 million to $100.0 million with interest rates
ranging from 4.19% to 7.49%. Interest expense on short-
term FHLB advances totaled $22.4 million in 2005, $10.3
million in 2004 and $3.4 million in 2003.
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The treasury tax and loan note option account, which
must have a pledge of acceptable collateral as required by
the Department of the Treasury, is an open-ended, interest-
bearing note maintained at the Federal Reserve Bank.
Currently, the rate of interest charged is 25 basis points
lower than the weekly Federal Funds rate.

In September 2004, Trustmark entered into a two-year
revolving credit arrangement enabling borrowings up to
$50.0 million. During 2005, Trustmark drew $11.0
million from this line of credit at a weighted-average
interest rate of 4.10% in order to fund its common stock
repurchase program. Trustmark pays interest on each draw
at the three-month LIBOR rate plus 0.55%. At December
31, 20035, these draws have interest rates ranging from
4.69% to 4.96%. As of year-end, Trustmark is in
compliance with all financial covenants required by this
credit arrangement.

Long-Term Federal Home Loan Bank Advances

Trustmark has received noncallable long-term advances
totaling $5.7 million at December 31, 2005, and $180.9
million at December 31, 2004, which are collateralized by a
blanket lien on Trustmark’s single-family, multi-family, home
equity and commercial mortgage loans. Advances totaling
$4.1 million mature in 2008 and $1.6 million in 2009.
These advances have interest rates ranging from 3.82% to
4.20%. The weighted-average interest cost of these advances
is 3.94%. Interest expense on long-term FHLB advances
totaled $5.5 million in 2005, $10.0 million in 2004 and
$13.9 million in 2003. At December 31, 2005, Trustmark
had $1.3 billion available in unused FHLB advances.
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Note 12 - Income Taxes

The income tax provision included in the statements of income is as follows ($ in thousands):

2005 2004 2003
Current
Federal . . . . . o $ 52,142 $ 41,550 $ 51,802
State. . o o e 7,764 6,388 7,912
Deferred
Federal . . . ... .. . . (5,309) 11,075 2,825
State . . oo e (817) 1,669 413
Income tax Provision . . ... .. ..vvvv vt e et $ 53,780 $ 60,682 $ 62,952

The income tax provision differs from the amount computed by applying the statutory federal income tax rate of 35% to
income before income taxes as a result of the following ($ in thousands):

2005 2004 2003
Income tax computed at Statutory taX rate. . . . ... ... vv et vt $ 54,856 $ 62,087 $ 63,519
Tax eXempt INtEreSt. « o v v v v e e e e e e e e e (5,118) (5,189) (5,217)
Nondeductible interest expense . . . ... ... ... 371 257 246
State INCOME taAXES, MET. + o v v v v e e vt e e e et e e e e e e 4,515 5,237 5,410
Other . . ... e (844) (1,710) (1,006)
Income tax provision . ... ... ....vveeeeiii .. $ 53,780 $ 60,682 $ 62,952

Temporary differences between the financial statement carrying amounts and the tax basis of assets and liabilities gave
rise to the following net deferred tax assets at December 31, 2005 and 2004, which are included in other assets
($ in thousands):

2005 2004
Deferred tax assets

Allowance for loan losses. . . . .. .. o o $ 29,333 $ 24,770
Deferred compensation . . ... ... ...t 14,556 12,566
Unrealized losses on securities available forsale . . ... ... ... ... ... .. .... 6,276 841
Interest rate CONLIACES . . . o v v vt e et e e e e e e e e e et e e e 1,909 1,904
Other . .. e 5,415 5,965
Gross deferred tax asset . . . ... v 57,489 46,046

Deferred tax liabilities
Goodwill and other identifiable intangibles . . . .. ....... ... ... ... ... ..., 9,751 9,084
Premises and equipment . . ... ... ... .. 7,214 8,228
Pension plan . . ... ... .. 5,685 6,782
Mortgage servicing rights. . . . . . ... 5,274 4,429
SECUTIEIES . o v v e e e e e e e e 4,046 3,726
Other . . ... 1,916 1,537
Gross deferred tax liability. . ... ... ... ... . .. 33,886 33,786
Net deferred tax asset . . . . ..ottt $ 23,603 $ 12,260

Trustmark has evaluated the need for a valuation allowance and, based on the weight of the available evidence, has
determined that it is more likely than not that all deferred tax assets will be realized.
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Note 13 - Pension and Other Postretirement Benefits

Pension Plan

Trustmark maintains a noncontributory defined benefit pension plan which covers substantially all associates with more
than one year of service. The plan provides pension benefits that are based on the length of credited service and final
average compensation as defined in the plan. Trustmark’s policy is to fund amounts allowable for federal income tax
purposes.

The following tables present information regarding the plan’s benefit obligation, plan assets, funded status of the plan,
accumulated benefit obligation and net periodic pension costs ($ in thousands):

December 31,

2005 2004
Change in projected benefit obligation
Benefit obligation, beginning of year. . . .. ...... ... ... ... ... $ 74,394 $ 67,786
SEIVICE COSE .« v v v vt e e et e e e e e e 2,179 1,638
Interest COSt. . . . v vttt 4,269 4,225
Actuarial loss. . . . . ... e 4,013 4,485
Benefit payments . . .. ... ... (4,783) (3,740)
Projected benefit obligation, end of year. . .. ........... ... ... ... ... ... $ 80,072 $ 74,394
Change in plan assets
Fair value of plan assets, beginning of year . . . . ......................... $ 69,545 $ 57,593
Actual return on plan assets . . . ... ... 7,674 4,692
Employer contributions . . . . ... ... . - 11,000
Benefit payments . . .. ... ... (4,783) (3,740)
Fair value of plan assets,end of year. . . .. ............ ... ... ......... $ 72,436 $ 69,545
Funded status of plan assets
Plan assets less than projected benefit obligation. . . .. ..................... $ (7,636) $ (4,849)
Unrecognized Prior SErviCe COSE. . v v v v v v v e e e e e e e e e e e e (2,321) (2,410)
Unrecognized net loss . . . ... oot 24,821 24,992
Prepaid pension assets recorded in balance sheets. . . . ........ ... ... ... .. $ 14,864 $ 17,733
Accumulated benefit obligation . . . .. ... ... ... .. $ 70,719 $ 66,937

Years Ended December 31,

2005 2004 2003
Net periodic pension cost
Service cost — benefits earned during the period ... ............. $ 2,179 $ 1,638 $ 2,571
Interest cost on projected benefit obligation. . . ... .............. 4,269 4,225 4,569
Expected return on planassets . ... ............. . ... ... (5,407) (5,006) (5,514)
Amortization of prior Service cost . . . . .. ... (89) (88) 242
Recognized net loss due to early retirement. . . ................. - - 2,378
Recognized net actuarial loss . .. ........ ... ... ... ......... 1,917 1,190 -
Net periodic benefit cost. ... ........ ... ... $ 2,869 $ 1,959 $ 4246
2005 2004 2003
Weighted-average assumptions as of end of year
Discount rate for benefit obligations . ... .................... 5.75% 6.00% 6.50%
Discount rate for net periodic benefitcost .. .................. 6.00 % 6.50 % 7.00%
Expected long-term return on plan assets . ... ................. 8.00 % 8.00 % 9.00%
Rate of compensation increase . . ... ....... ..., 4.00 % 4.00 % 4.00%
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Note 13 — Pension and Other Postretirement Benefits (continued)

Plan Assets

Trustmark’s pension plan weighted-average asset
allocations at December 31, 2005 and 2004, by asset
category are as follows:

2005 2004
Fixed income securities .. ... .. 23.0% 23.3%
Equity mutual funds . ........ 73.5% 75.6%
Other ................... 3.5% 1.1%
Total ................ 100.0% 100.0%

The strategic objective of the plan focuses on capital
growth with moderate income. The plan is managed on a
total return basis with the return objective set as a
reasonable actuarial rate of return on plan assets net of
investment management fees. Moderate risk is assumed
given the average age of plan participants and the need to
meet the required rate of return. Equity and fixed income
securities are utilized to allow for capital appreciation while
fully diversifying the portfolio with more conservative fixed
income investments. The target asset allocation range for
the portfolio is 0-10% Cash & Equivalents, 10-30% Fixed
Income, 30-55% Domestic Equity, 10-30% International
Equity and 0-20% Other Investments. Changes in
allocations are a result of tactical asset allocation decisions
and fall within the aforementioned percentage range for
each major asset class.

Trustmark selects the expected long-term rate-of-return-on-
assets assumption in consultation with its investment
advisors and actuary. This rate is intended to reflect the
average rate of earnings expected to be earned on the
funds invested or to be invested to provide plan benefits.
Historical performance is reviewed, especially with respect
to real rates of return (net of inflation), for the major asset

classes held or anticipated to be held by the trust, and for
the trust itself. Undue weight is not given to recent
experience, that may not continue over the measurement
period, with higher significance placed on current forecasts
of future long-term economic conditions.

Because assets are held in a qualified trust, anticipated returns
are not reduced for taxes. Further, solely for this purpose, the
plan is assumed to continue in force and not terminate during
the period in which assets are invested. However,
consideration is given to the potential impact of current and
future investment policy, cash flow into and out of the trust
and expenses (both investment and non-investment) typically
paid from plan assets (to the extent such expenses are not
explicitly estimated within periodic cost).

Contributions

The acceptable range of contributions to the plan is
determined each year by the plan’s actuary. In 2006,
Trustmark’s minimum required contribution is expected to
be zero. The actual amount of the contribution will be
determined based on the plan’s funded status and return
on plan assets as of the measurement date, which is
October 31st.

Estimated Future Pension Benefit Payments

The following pension plan benefit payments, which reflect
expected future service, are expected to be paid

($ in thousands):

2006 ... $ 7,434
2007 ..o 6,193
2008 ... 6,821
2009 ... 6,923
2010 ..o 7,333
2011-2015 .. oo 38,366
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Note 13 — Pension and Other Postretirement Benefits (continued)

Supplemental Retirement Plan

Trustmark maintains a non-qualified supplemental
retirement plan covering directors that elect to defer fees,
key executive officers and senior officers. The plan
provides for defined death benefits and/or retirement
benefits based on a participant’s covered salary. Trustmark
has acquired life insurance contracts on the participants

Change in projected benefit obligation

Benefit obligation, beginning of year ... ..........
ServICE COSt .« v v vt e e e e e e
Interest cost. . . . . . ..
Actuarial loss. . . .. .. ...
Benefit payments ... ........... ... .........
Prior service Cost . . . . ...

Projected benefit obligation, end of year. . . . ... ...

Amounts recognized in the balance sheets

Accrued benefit liability recorded in balance sheets. . . .

Intangible asset

Accumulated other comprehensive loss. . ... ... .. ..
Net benefit liability recorded in balance sheets . . . . .

Net periodic benefit cost

Service cost — benefits earned during the period. . . . .

Interest cost on projected benefit obligation

Amortization of prior service cost . ... ..........
Recognized net actuarial loss. . . ...............

Net periodic benefitcost . . . ................

The net periodic benefit cost and projected benefit
obligation are determined using assumptions as of the
plan’s measurement date, December 31. The weighted-
average discount rate used was 5.75% for 2005, 6.0% for
2004 and 8.0% for 2003. A reduction in the discount rate
was the primary factor in actuarial losses of $1.1 million
and $5.1 million during 2005 and 2004, respectively.
During 2004, cumulative changes in benefit levels for prior
service gave rise to prior service cost of $2.3 million. At
December 31, 2005, the unrecognized actuarial loss of
$5.1 million and unrecognized prior service cost of $2.0
million will be amortized over future service periods.
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covered under the plan, which may be used to fund future
payments under the plan.

The following tables present information regarding the

projected benefit obligation, accumulated benefit
obligation and net periodic benefit costs ($ in thousands):

December 31,

2005 2004
.................... $ 26,810 $ 17,837
.................... 1,457 1,289
.................... 1,575 1,514
.................... 1,051 5,057
.................... (1,282) (1,152)
.................... - 2,265
.................... $ 29,611 $ 26,810
.................... $ 29,611 $ 26,810
.................... (1,980) (2,131)
.................... (5,148) (4,201)
.................... $ 22,483 $ 20,478

Years Ended December 31,

2005 2004 2003
.......... $ 1,457 $ 1,289 $ 1,019
.......... 1,575 1,514 1,296
.......... 151 134 -
.......... 103 855 85
.......... $ 3,286 $ 3,792 $ 2,400

Estimated Supplemental Retirement Plan Payments
The following supplemental retirement plan benefit
payments are expected to be paid in the following years
($ in thousands):

2006 . 00t $ 1,427
2007 . 0 oo 1,619
2008 . 00 1,751
2009 . 00 1,883
20100 0 o oo 2,112
20112015 oo oo oo 12,228
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Note 13 — Pension and Other Postretirement Benefits (continued)

Other Benefit Plans

Defined Contribution Plan

Trustmark provides associates with a self-directed 401(k)
retirement plan which allows associates to contribute a
percentage of base pay, within limits provided by the Internal
Revenue Code and accompanying regulations, into the plan.
Trustmark’s contributions to this plan were $3.5 million in
20035, $3.0 million in 2004 and $2.8 million in 2003.

Early Retirement Program

In February 2003, Trustmark announced a voluntary early
retirement program for associates ages 58 and above with
ten or more years of service. This program was accepted
by 116 associates, or 4.75% of Trustmark’s workforce.
The cost of this program, which is included in salaries and
benefits, included a charge of $2.9 million in salaries, $2.0
million in net periodic pension costs and $1.2 million in
other employee benefits.

Note 14 — Stock and Incentive Compensation Plans

On May 10, 2003, the shareholders of Trustmark, upon
the recommendation of Trustmark’s Board of Directors,
approved the Trustmark Corporation 2005 Stock and
Incentive Compensation Plan (the 2005 Plan), which was
adopted by the Board of Directors and replaced the
Trustmark Corporation 1997 Long Term Incentive Plan
(the 1997 Plan). The 2005 Plan became effective May 10,
2005, and subject to earlier termination by the Board of
Directors, terminates on May 9, 2015. The purpose of the
2005 Plan is to promote the success of Trustmark and its
subsidiaries by providing incentives to key associates and
directors that will promote the identification of their
personal interest with the long term financial success of
Trustmark and with growth in shareholder value. The
2005 Plan is designed to provide flexibility to Trustmark
in its ability to motivate, attract and retain the services of
key associates and directors upon whose judgment, interest
and special efforts the successful conduct of its operation is
largely dependent. The 2005 Plan allows Trustmark to
make grants of non-qualified stock options, incentive stock
options, stock appreciation rights, restricted stock,
restricted stock units and performance units to key
associates and directors. The maximum number of shares
of Trustmark’s common stock available for issuance under
the 2005 Plan is the sum of (1) 6,000,000 common shares
plus (2) the number of outstanding options under the 1997
Plan, which expire or are otherwise terminated or forfeited
after May 10, 2005.

Stock Option Grants

Stock option awards under the 2005 Plan are granted with
an exercise price equal to the market price of Trustmark’s
stock on the date of grant. Stock options granted under the
20035 Plan vest 20% per year and have a term of seven
years. Stock option awards, which were granted under the
1997 Plan had an exercise price equal to the market price
of Trustmark’s stock on the date of grant, vested equally
over four years with a 10-year term. Compensation
expense for these plans totaled $1.5 million in 2005, $1.1
million in 2004 and $406 thousand in 2003.

During the fourth quarter of 2005, with the approval of
Trustmark’s Board of Directors and in accordance with the
applicable provisions of the 1997 plan, Trustmark
accelerated the vesting of unvested stock options, which
were awarded on April 9, 2002, to directors and executive
officers. The decision to accelerate the vesting was made
primarily to reduce non-cash compensation expense of
approximately $145 thousand that would have been
recorded during the first quarter of 2006 following the
application of SFAS No. 123r. As a result of this action,
options to purchase approximately 70 thousand shares of
common stock became fully vested. No additional
compensation expense was recognized as the exercise price
exceeded Trustmark’s market price on the acceleration
date.
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Note 14 - Stock and Incentive Compensation Plans (continued)

The following tables summarize Trustmark’s option activity for 2005, 2004 and 2003:

2005 2004 2003
Weighted- Weighted- Weighted-
Average Average Average
Option Option Option
Shares Price Shares Price Shares Price
Outstanding, beginning of year . . . . . 1,842,993 § 23.71 1,610,170 $§ 22.41 1,450,161 § 21.85
Granted .. .................. 336,450 26.23 403,700 27.40 371,200 24.32
Exercised. . . ................. (98,288) 22.66  (151,939) 19.70 (109,128) 20.97
Forfeited. . .. ................ (64,225) 26.28 (18,938) 24.26 (102,063) 22.89
Outstanding, end of year . . .. ..... 2,016,930 2412 1,842,993 23.71 1,610,170 22.41
Exercisable, end of year. ... ... ... 1,232,593 22.76 923,571 21.79 759,797 21.11
Options Outstanding Options Exercisable
Weighted- Weighted-
Outstanding Weighted-Average Average Exercisable Average
Range of December 31, Remaining Years Exercise December 31, Exercise
Exercise Prices 2005 To Expiration Price 2005 Price
$12.70-$15.87 . . . ... ... 12,320 1.4 $ 13.53 12,320 § 13.53
$15.87-$19.04 . .. ... ... 213,300 44 18.06 213,300 18.06
$19.04-$2222 ... ... ... 246,575 5.4 21.68 246,575 21.68
$22.22-$2539 ... ... ... 538,635 5.3 23.44 383,557 23.18
$25.39-$28.57 . ... ... .. 983,850 7.1 27.07 369,966 25.93
$28.57-$31.74 . . . ... ... 22,250 8.2 29.85 6,875 29.76
2,016,930 6.1 2412 1,232,593 22.76
Restricted Stock Grants Grant Date
On May 10, 2005, Trustmark awarded 26,325 shares of Nonvested Shares Shares Fair Value
restricted stock to two key executives. These awards are Nonvested shares,
restricted until December 31, 2007, and vest based on beginning of year . . . . . -3 B,
performance goals of return on average equity and total Granted . . . .. .. ... ... 26,325 28.28
shareholder return compared to a defined peer group. The Vested. . . oo B B,
restricted shares entitle the executives to vote their restricted  Forfeited . . . . . . . .. .. .. B B,
shares and earn dividends. Trustmark recorded compensation Ny, vested shares
expense of $186 thousand in 2005 based on estimated end of year . . _’ ....... 26,325 2828

performance results. The following table summarizes
Trustmark’s restricted stock activity during 2005:
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Note 15 — Commitments and Contingencies

Lending Related

Trustmark makes commitments to extend credit and issues
standby and commercial letters of credit in the normal
course of business in order to fulfill the financing needs of
its customers.

Commitments to extend credit are agreements to lend
money to customers pursuant to certain specified
conditions. Commitments generally have fixed expiration
dates or other termination clauses. Since many of these
commitments are expected to expire without being drawn
upon, the total commitment amounts do not necessarily
represent future cash requirements. Trustmark applies the
same credit policies and standards as it does in the lending
process when making these commitments. The collateral
obtained is based upon the assessed creditworthiness of the
borrower. At December 31, 2005 and 2004, Trustmark
had commitments to extend credit of $1.7 billion and $1.4
billion, respectively.

Standby and commercial letters of credit are conditional
commitments issued by Trustmark to insure the
performance of a customer to a third party. Trustmark
issues financial and performance standby letters of credit in
the normal course of business in order to fulfill the
financing needs of its customers. A financial standby letter
of credit irrevocably obligates Trustmark to pay a third-
party beneficiary when a customer fails to repay an
outstanding loan or debt instrument. A performance
standby letter of credit irrevocably obligates Trustmark to
pay a third-party beneficiary when a customer fails to
perform some contractual, nonfinancial obligation. When
issuing letters of credit, Trustmark uses essentially the same
policies regarding credit risk and collateral which are
followed in the lending process. At December 31, 2005
and 2004, Trustmark’s maximum exposure to credit loss in
the event of nonperformance by the other party for
standby and commercial letters of credit was $112.8
million and $104.0 million, respectively. These amounts
consist primarily of commitments with maturities of less
than three years, which have an immaterial carrying value.
Trustmark holds collateral to support standby letters of

credit when deemed necessary. As of December 31, 2005,
the fair value of collateral held was $23.4 million.

Lease Commitments

Trustmark currently has operating lease commitments for
banking premises and equipment, which expire from 2006
to 2020. It is expected that certain leases will be renewed,
or equipment replaced, as leases expire. Rental expense
approximated $4.2 million in 2005, $4.4 million in 2004
and $3.9 million in 2003. At December 31, 20085, future
minimum rental commitments under noncancellable
operating leases are as follows ($ in thousands):

2006 . $ 2,148
2007 .o 1,674
2008, . . 912
2009. . . 640
2010, . o o 364
Thereafter .. .. .................... 1,286

Total. ... ... $ 7,024
Legal Proceedings

Trustmark and its subsidiaries are parties to lawsuits and
other claims that arise in the ordinary course of business.
Some of the lawsuits assert claims related to the lending,
collection, servicing, investment, trust and other business
activities, and some of the lawsuits allege substantial claims
for damages. The cases are being vigorously contested. In
the regular course of business, Management evaluates
estimated losses or costs related to litigation, and provision
is made for anticipated losses whenever Management
believes that such losses are probable and can be
reasonably estimated. At the present time, Management
believes, based on the advice of legal counsel and
Management’s evaluation, that the final resolution of
pending legal proceedings will not have a material impact
on Trustmark’s consolidated financial position or results of
operations; however, Management is unable to estimate a
range of potential loss on these matters because of the
nature of the legal environments in states where Trustmark
conducts business.
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Note 16 — Shareholders’ Equity

Regulatory Capital

Trustmark and TNB are subject to minimum capital
requirements which are administered by various federal
regulatory agencies. These capital requirements, as defined
by federal guidelines, involve quantitative and qualitative
measures of assets, liabilities and certain off-balance sheet
instruments. Failure to meet minimum capital requirements
can initiate certain mandatory, and possibly additional
discretionary, actions by regulators that, if undertaken,
could have a direct material effect on the financial
statements of Trustmark and TNB.

Management believes, as of December 31, 2005, that
Trustmark and TNB have met all capital adequacy

requirements to which they are subject. At December 31,
2005, the most recent notification from the Office of the
Comptroller of the Currency (OCC) categorized TNB as
well capitalized. To be categorized as well capitalized, TNB
must maintain minimum total risk-based, Tier 1 risk-based
and Tier 1 leverage ratios (defined in applicable
regulations) as set forth in the table below. There are no
significant conditions or events that have occurred since
the OCC’s notification that Management believes have
affected TNB’s present classification.

Trustmark’s and TNB’s actual regulatory capital amounts
and ratios are presented in the table below ($ in thousands):

Minimum Regulatory

Actual Minimum Regulatory Provision to be
Regulatory Capital Capital Required Well Capitalized
Amount Ratio Amount Ratio Amount Ratio
At December 31, 2005:
Total Capital (to Risk Weighted Assets)
Trustmark Corporation . . .......... $657,103 10.78%  $487,546 8.00% n/a n/a
Trustmark National Bank. . ... ... ... 630,645 10.52% 479,743 8.00% $599,678 10.00%
Tier 1 Capital (to Risk Weighted Assets)
Trustmark Corporation . . .......... $580,918 9.53% $243,773 4.00% n/a n/a
Trustmark National Bank. . ... ... ... 556,571 9.28% 239,871  4.00%  $359,807  6.00%
Tier 1 Capital (to Average Assets)
Trustmark Corporation . . .......... $580,918 719%  $242,419 3.00% n/a n/a
Trustmark National Bank. . ... ... ... 556,571 7.02% 237,983  3.00%  $396,638 5.00%
At December 31, 2004:
Total Capital (to Risk Weighted Assets)
Trustmark Corporation . .. ......... $642,036 11.55%  $444,648 8.00% n/a n/a
Trustmark National Bank. . ... ... ... 603,266 11.06% 436,438 8.00%  $545,547 10.00%
Tier 1 Capital (to Risk Weighted Assets)
Trustmark Corporation . . .......... $577,279  10.39%  $222,324 4.00% n/a n/a
Trustmark National Bank. . ... ... ... 540,941 9.92% 218,219  4.00%  $327,328 6.00%
Tier 1 Capital (to Average Assets)
Trustmark Corporation . . .......... $577279  7.22%  $240,026 3.00% n/a n/a
Trustmark National Bank. . ... ... ... 540,941 6.89% 235,381 3.00%  $392,302  5.00%

Common Stock Repurchase Program

Trustmark currently has remaining authorization for the
repurchase of up to 3.6 million shares of its common stock
subject to market conditions and management discretion.
Collectively, the capital management plans adopted by
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Trustmark since 1998 have authorized the repurchase of
24.3 million shares of common stock. Pursuant to these
plans, Trustmark has repurchased approximately 20.7
million shares for $460.4 million, including 2.2 million
shares during 2005 for $60.9 million.
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Note 16 — Shareholders’ Equity (continued)

Shelf Registration

During 2003, Trustmark filed a registration statement on
Form S-3 with the Securities and Exchange Commission
(SEC) utilizing a “shelf” registration process. Under this
shelf process, Trustmark may offer from time to time any
combination of securities described in the prospectus in
one or more offerings up to a total amount of $200
million. The securities described in the prospectus include
common and preferred stock, depositary shares, debt
securities, junior subordinated debt securities and trust
preferred securities. Net proceeds from the sale of the
offered securities may be used to redeem or repurchase
outstanding securities, repay outstanding debt, finance
acquisitions of companies and other assets and provide
working capital.

Authorization of Preferred Shares

The Board of Directors currently has the authority to issue
up to 20 million preferred shares with no par value. The
ability to issue preferred shares in the future will provide
Trustmark with additional financial and management
flexibility for general corporate and acquisition purposes.
As of December 31, 20035, no such shares have been issued.

Dividends

Dividends paid by Trustmark are substantially funded from
dividends received from TNB. Approval by TNB’s
regulators is required if the total of all dividends declared
in any calendar year exceeds the total of its net income for
that year combined with its retained net income of the

Accumulated other comprebensive (loss) income:

Balance, January 1,2003. . ... ... ... ... ... ... ....

Net change in fair value of securities available for sale

Net change in fair value of cash flow hedges . . ... ......
Minimum liability adjustment-associate benefit plans . . . . .
Less adjustment for net gains included in net income. . . . . .

Balance, December 31, 2003
Net change in fair value of securities available for sale

Minimum liability adjustment-associate benefit plans . . . . .
Less adjustment for net losses included in net income . . . . .

Balance, December 31, 2004
Net change in fair value of securities available for sale

Minimum liability adjustment-associate benefit plans . . . . .
Less adjustment for net losses included in net income . . . . .

Balance, December 31, 2005

preceding two years. TNB will have available in 2006
approximately $69.5 million plus its net income for that
year to pay as dividends.

Comprehensive Income

Comprehensive income is the change in equity during a
period from transactions and other events and
circumstances from nonowner sources. It includes all
changes in equity during a period except those resulting
from investments by owners and distributions to owners.

In addition to net income, Trustmark has identified
changes related to other nonowner transactions in the
Consolidated Statements of Changes in Shareholders’
Equity. Changes in other nonowner transactions consist of
changes in the fair value of securities available for sale,
cash flow hedges and a minimum liability adjustment for
associate benefit plans.

In the calculation of comprehensive income, certain
reclassification adjustments are made to avoid duplicating
items that are displayed as part of net income and other
comprehensive income in that period or

earlier periods. The following table reflects the
reclassification amounts and the related tax effects of
changes in fair value of securities available for sale, cash
flow hedges and a minimum liability adjustment for
associate benefit plans for the years ended December 31,
2005, 2004 and 2003 ($ in thousands):

Accumulated
Other

Before-Tax Tax Comprehensive

Amount Effect (Loss) Income

.......... $ 12,916 § (4,960) $ 7,956
.......... (16,138) 6,173 (9,965)
.......... 4,803 (1,837) 2,966
.......... 5,067 (1,938) 3,129
.......... (12,231) 4,678 (7,553)
.......... (5,583) 2,116 (3,467)
.......... (1,228) 470 (758)
.......... (4,201) 1,607 (2,594)
.......... 4,643 (1,776) 2,867
.......... (6,369) 2,417 (3,952)
.......... (17,854) 6,829 (11,025)
.......... (947) 362 (585)
.......... 3,644 (1,394) 2,250
.......... $ (21,526) § 8,214 § (13,312)
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Note 17 — Fair Values of Financial Instruments

The carrying amounts and estimated fair values of financial instruments at December 31, 2005 and 2004, are as follows

($ in thousands):

Financial Assets:
Cash and short-term investments . .. ...........
Securities available forsale .. ................
Securities held to maturity. . .. ...............
Loans held forsale. .. .....................
Netloans. .. ........ .. ... .. . ...

Financial Liabilities:
Deposits. . . v v
Short-term liabilities. . . .. ..................
Long-term FHLB advances . .................
Derivative liabilities . . .. ...................

2005 2004

Carrying Estimated Carrying Estimated

Value Fair Value Value Fair Value
$ 518,045 $ 518,045 § 429316 $§ 429,316
1,041,754 1,041,754 1,580,270 1,580,270
294,902 295,521 136,797 145,936
146,936 146,936 101,222 101,222
5,816,748 5,786,565 5,265,298 5,295,709
6,282,814 6,292,572 5,450,093 5,466,382
1,268,255 1,268,255 1,597,864 1,597,864
5,726 5,688 180,894 182,944
180 180 1,078 1,078

The methodology and significant assumptions used in estimating the fair values presented above are as follows:

In cases where quoted market prices are not available, fair
values are generally based on estimates using present value
techniques. Those techniques are significantly affected by
the assumptions used, including the discount rate and
estimates of future cash flows. In that regard, the derived
fair value estimates for those assets or liabilities cannot be
substantiated by comparison to independent markets and,
in many cases, could not be realized in immediate
settlement of the instruments. The estimated fair value of
financial instruments with immediate and shorter-term
maturities (generally 90 days or less) is assumed to be the
same as the recorded book value. All nonfinancial
instruments, by definition, have been excluded from these
disclosure requirements. Accordingly, the aggregate fair
value amounts presented do not represent the underlying
value of Trustmark.

Cash and Short-Term Investments

The carrying amounts for cash and due from banks and
short-term investments (federal funds sold and securities
purchased under reverse repurchase agreements)
approximate fair values due to their immediate and
shorter-term maturities.

Securities

Estimated fair values for securities available for sale and
securities held to maturity are based on quoted market
prices where available. If quoted market prices are not
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available, estimated fair values are based on quoted market
prices of comparable instruments.

Loans Held for Sale
The fair value of loans held for sale is based primarily on
quoted market prices.

Loans

The fair values of loans are estimated for portfolios of
loans with similar financial characteristics. For variable
rate loans that reprice frequently with no significant
change in credit risk, fair values are based on carrying
values. The fair values of certain mortgage loans, such as
1-4 family residential properties, are based on quoted
market prices of similar loans sold in conjunction with
securitization transactions, adjusted for differences in loan
characteristics. The fair values of other types of loans are
estimated by discounting the future cash flows using the
current rates at which similar loans would be made to
borrowers with similar credit ratings and for the same
remaining maturities.

Derivative Liabilities

The fair value of derivative liabilities, including interest
rate contracts, such as caps and floors and interest rate
swaps, is based on standard pricing methodology using
current market rates and volatility.
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Note 17 — Fair Values of Financial Instruments (continued)

Deposits

The fair values of deposits with no stated maturity, such as
noninterest-bearing demand deposits, NOW accounts,
MMDA products and savings accounts are, by definition,
equal to the amount payable on demand which is the
carrying value. Fair values for certificates of deposit are
based on the discounted value of contractual cash flows.
The discount rate is estimated using the rates currently
offered for deposits of similar remaining maturities.

Short-Term Liabilities

The carrying amounts for federal funds purchased,
securities sold under repurchase agreements and other
borrowings approximate their fair values.

Long-Term FHLB Advances
Fair values for long-term FHLB advances are based on the
discounted value of contractual cash flows.

Off-Balance Sheet Instruments

The fair values of loan commitments and letters of credit
approximate the fees currently charged for similar
agreements or the estimated cost to terminate or otherwise
settle similar obligations. The fees associated with these
financial instruments, or the estimated cost to terminate, as
applicable, are immaterial.

Note 18 — Derivative Financial Instruments

As part of Trustmark’s risk management strategy in the
mortgage banking area, derivative instruments such as
interest rate lock commitments and forward sales contracts
are utilized. Rate lock commitments are residential
mortgage loan commitments with customers, which
guarantee a specified interest rate for a specified time
period. Trustmark’s obligations under forward contracts
consist of commitments to deliver mortgage loans,
originated and/or purchased, in the secondary market at a
future date. These derivative instruments are designated as
fair value hedges. Trustmark’s off-balance sheet obligations
under these derivative instruments totaled $208.3 million
at December 31, 2005, with a valuation adjustment of
negative $474 thousand, compared to $204.6 million, with
a valuation adjustment of negative $293 thousand as of
December 31, 2004.

Interest rate swaps are derivative instruments under which
two parties agree to make interest payments on a notional
principal amount. In a generic swap, one party pays a
fixed interest rate and receives a floating interest rate while
the other party receives a fixed interest rate and pays a
floating interest rate. During 2003, Trustmark initiated
five separate interest rate swaps with a total notional
principal amount of $125.0 million. These swaps were
designated as fair value hedges and were initiated by

Trustmark to mitigate the effects of further changes in the
fair value of specific, noncallable, nonprepayable, fixed
rate advances from the FHLB by agreeing to pay a floating
interest rate tied to LIBOR. During 2005, two of the
swaps totaling $50.0 million matured while the remaining
$75.0 million will mature during the first quarter of 2006.
As of December 31, 20035, these swap contracts had
carrying values totaling negative $214 thousand compared
to negative $1.1 million as of December 31, 2004.

Trustmark utilizes an interest rate risk strategy that
includes caps and floors. The intent of utilizing these
derivative instruments is to reduce the risk associated with
the effects of significant movements in interest rates. Caps
and floors, which are not designated as hedging
instruments, are options linked to a notional principal
amount and an underlying indexed interest rate. Exposure
to loss on these options will increase or decrease as interest
rates fluctuate. At December 31, 2005, Trustmark had
interest rate caps with notional amounts totaling $300.0
million and carrying values totaling $33 thousand. These
caps mature in September 2006 and are linked to the
three-month LIBOR, with a strike rate of 6%. Trustmark
did not hold any interest rate floor contracts during the
years presented.
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Notes to Consolidated Financial Statements

Note 19 — Segment Information

Trustmark’s management reporting structure includes four
segments: general banking, wealth management, insurance
and administration. General banking is responsible for all
traditional banking products and services, including loans
and deposits. Wealth management provides customized
solutions for affluent customers by integrating financial
services with traditional banking products and services
such as private banking, money management, full-service
brokerage, financial planning, risk management, personal
and institutional trust and retirement services. In addition,
wealth management includes three wholly-owned
subsidiaries of TNB: Trustmark Securities, Inc., Trustmark
Investment Advisors, Inc., and TRMK Risk Management,
Inc. Insurance includes two wholly-owned subsidiaries of
TNB: The Bottrell Insurance Agency and Fisher-Brown,
Incorporated. Through Bottrell and Fisher-Brown,
Trustmark provides a full range of retail insurance
products, including commercial risk management products,
bonding, group benefits and personal lines coverages.
Administration includes all other activities that are not
directly attributable to one of the major lines of business.
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Administration consists of internal operations such as
Human Resources, Executive Administration, Property
Management, Treasury (Funds Management) and
Corporate Finance.

The accounting policies of each reportable segment are the
same as those of the Corporation except for its internal
allocations. Trustmark uses a match-funded transfer
pricing process to assess operating segment performance.
Noninterest expenses for back-office operations support
are allocated to segments based on estimated uses of those
services. As a result of Hurricane Katrina, Trustmark
increased its allowance for loan losses through an
additional provision for loan losses of $9.8 million on a
pre-tax basis, which has been included in the
Administrative Division in the following tables.

The following table discloses financial information by
reportable segment for the periods ended December 31,
20035, 2004 and 2003 ($ in thousands). Prior periods have
been conformed with the current period presentation.
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Note 19 - Segment Information (continued)

2005

Net interest income (expense) from
external customers. . ... ...
Internal funding
Net interest income (expense)
Provision for loan losses . . . . . ..
Net interest income (expense)
after provision for loan losses
Noninterest income . . . .. .....
Noninterest expense. . . . . .. ...
Income before income taxes. . . . .
Income taxes
Segment net income . . .. ......

Selected Financial Information
Average assets. . ... ......
Depreciation and amortization

2004
Net interest income (expense)
from external customers . . . .
Internal funding
Net interest income (expense)
Provision for loan losses . . . . . ..
Net interest income (expense)
after provision for loan losses
Noninterest income . . . .......
Noninterest expense. . . . ... ...
Income before income taxes. . . . .
Income taxes

Segment net income . . . .......

Selected Financial Information. . .
Average assets. . .. .......
Depreciation and amortization

2003

Net interest income from

external customers. . ... ...
Internal funding
Net interest income . . . . ......
Provision for loan losses. . . . ...
Net interest income after provision

for loan losses. . ... ......
Noninterest income . . .. ......
Noninterest expense. . . . ... ...
Income before income taxes. . . . .
Income taxes
Segment net income . . . .......

Selected Financial Information
Average assets. . .. .......
Depreciation and amortization

General
Banking Insurance ~ Wealth Mgt. Admin.
Division Division Division Division Total
$ 266,982 §$ (10) $ 3,797 § 5,672 $ 276,441
(18,005) - (211) 18,216 -
248,977 (10) 3,586 23,888 276,441
7,815 - 72 11,654 19,541
241,162 (10) 3,514 12,234 256,900
92,227 33,044 22,201 (4,365) 143,107
166,174 22,566 18,368 36,168 243,276
167,215 10,468 7,347 (28,299) 156,731
57,670 4,309 2,698 (10,897) 53,780
$ 109,545 § 6,159 % 4649 $ (17,402) $§ 102,951
$6,262,238 $ 22234 § 96,974 $ 1,834,487 §$8,215,933
$§ 18,566 $ 369§ 524§ 4,706 $ 24,165
$ 235,608 $ 8) $ 4516 $ 35501 § 275617
(2,699) - (483) 3,182 -
232,909 (8) 4,033 38,683 275,617
(2,793) - (39) (223) (3,055)
235,702 (8) 4,072 38,906 278,672
89,476 17,851 20,801 (4,100) 124,028
161,147 12,644 18,146 33,372 225,309
164,031 5,199 6,727 1,434 177,391
56,959 2,019 2,461 (757) 60,682
$ 107,072 § 3,180 $ 4266 $ 2,191 § 116,709
$5,745204 $ 20,511 $§ 98,952 $2294823 $8,159,490
$§ 19214 § 168 $ 493§ 4,063 $ 23,938
$§ 220,444 § -9 4,723 $ 44,663 $§ 269,830
25,027 - 277 (25,304) -
245,471 - 5,000 19,359 269,830
9,400 - 26 345 9,771
236,071 - 4,974 19,014 260,059
87,102 17,603 19,891 11,714 136,310
152,204 11,485 18,161 33,037 214,887
170,969 6,118 6,704 (2,309) 181,482
59,584 2,218 2,369 (1,219) 62,952
$ 111,385 § 3,900 $ 4335 § (1,090) $ 118,530
$5237,888 $ 18,960 $ 93,727 §$2,058,047 $ 7,408,622
$§ 28,152 § 101 $ 416 $ 4387 $§ 33,056
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Note 20 - Trustmark Corporation (Parent Company Only) Financial Information

($ in thousands)
Balance Sheets
December 31,
2005 2004
Assets
Investmentin banks . . . ... ... . ... $ 730,941 $ 725252
Other assets . . . ..ot 22,040 25,224
Total ASSEES . o v v et $ 752,981 $ 750,476
Liabilities and Shareholders’ Equity
Accrued EXPenSe . . . . o i i $ 518 $ 80
Short-term borrowings . . . . . . ... 11,000 -
Shareholders’ equity. . . . . . ..o o 741,463 750,396
Total Liabilities and Shareholders” Equity. . ... ..................... $ 752,981 $ 750,476
Statements of Income
Years Ended December 31,
2005 2004 2003
Revenue
Dividends received from banks . ... .. ... ... ... .. ..... $ 87,766 $ 60,115 $ 110,410
Earnings of subsidiaries over distributions. . . . ... ........ 14,860 56,605 8,200
Otherincome. . . ... ... . . 1,346 330 152
Total Revenue .. .......... ... ... ... ......... 103,972 117,050 118,762
Expense . ... ... . ... 1,021 341 232
NetIncome . .. ... ... .. . .. i, $ 102,951 $ 116,709 $ 118,530
Statements of Cash Flows
Years Ended December 31,
2005 2004 2003
Operating Activities
Net INCOME . . o v e et e e e e e $ 102,951 $ 116,709 $ 118,530
Adjustments to reconcile net income to net cash provided by
operating activities:
Increase in investment in subsidiaries . ... ........ (14,860) (56,605) (8,200)
Other .. ... .. . . . 864 1,365 182
Net cash provided by operating activities . .............. 88,955 61,469 110,512
Investing Activities
Purchase of securities available forsale. .. .............. - - (15,008)
Proceeds from sales of securities available for sale. . . . ... ... 3,001 - -
Net cash provided by (used in) investing activities. . . . ... ... 3,001 - (15,008)
Financing Activities
Proceeds from line of credit . .. ..................... 11,000 - -
Cashdividends. . . ........ ... ... ... ... ......... (45,758) (44,642) (40,326)
Common stock transactions, net . . . .. ................ (58,412) (11,812) (57,148)
Net cash used in financing activities. . . . . .............. (93,170) (56,454) (97,474)
(Decrease) increase in cash and cash equivalents. . ... ...... (1,214) 5,015 (1,970)
Cash and cash equivalents at beginning of year . .......... 5,800 785 2,755
Cash and cash equivalents at end of year. . . ............. $ 4,586 $ 5,800 $ 785

Trustmark (parent company only) paid income taxes of approximately $55.2 million in 2005, $50.2 million in 2004 and
$59.1 million in 2003. Interest paid was $268 thousand during 2005 and zero for 2004 and 2003.
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Selected Financial Data

($ in thousands except per share data)

Years Ended December 31, 2005 2004 2003 2002 2001
Consolidated Statements of Income
Total interest income . ......... 415,697 $§ 364,355 $§ 359,388 § 405,952 $ 476,146
Total interest expense . . . ....... 139,256 88,738 89,558 113,766 209,242
Net interest income. . . .. ....... 276,441 275,617 269,830 292,186 266,904
Provision for loan losses . . ... ... 19,541 (3,055) 9,771 14,107 13,200
Noninterest income . . ......... 143,107 124,028 136,310 116,997 117,662
Noninterest expense . . . .. ...... 243,276 225,309 214,887 208,968 199,939
Income before income taxes. . . . .. 156,731 177,391 181,482 186,108 171,427
Incometaxes. ............... 53,780 60,682 62,952 64,968 60,146
NetIncome................. 102,951 $ 116,709 $ 118,530 $ 121,140 $ 111,281
Per Share Data
Basic earnings per share. . . ... ... 1.82 §$ 201§ 201 § 195 § 1.72
Diluted earnings per share . . ... .. 1.81 200 $ 2.00 $ 1.94 § 1.72
Cash dividends per share. . ... ... 0.81 § 0.77 $ 0.69 §$ 0.62 $ 0.56
December 31, 2005 2004 2003 2002 2001

Consolidated Balance Sheets
Totalassets . . .. .............
Securities . .. ...............
Loans (including loans held for sale)
Deposits . . . ... oo

$ 8,389,750
1,336,656
6,040,375
6,282,814

$ 8,052,957
1,717,067
5,431,277
5,450,093

$ 7,914,321

2,112,443
5,032,612
5,089,459

$ 7,138,706
1,811,767
4,617,366
4,686,296

$ 7,180,339
1,853,547
4,524,366
4,613,365
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Summary of Quarterly Results of Operations

(unaudited)
(8 in thousands except per share data)
2005 1st 2nd 3rd 4th

Interest iNCOME . . . v v v vt e e e e e e e e e e e $ 95,922 $100,643  $107,043  $112,089
Net IntereSt INCOME . . . v v v vt vttt e et e e e e e e 68,409 67,909 68,987 71,136
Provision for loanlosses . . . . ....... ... .. .. ... .... 2,796 1,429 12,127 3,189
Income before income taxes. . .. .. ... ... .. ... ..., 41,019 34,169 40,082 41,461
NEtINCOME. . . . vt o i e e e et e e et e e 26,781 22,206 26,221 27,743
Earnings per share

Basic. .. ... ... .. .. 0.47 0.39 0.46 0.50

Diluted .. ... ... .. .. . 0.47 0.39 0.46 0.50

2004 1st 2nd 3rd 4th

INterest INCOME .+« + v v v v o e e e et e e e e e e $ 88,607 $ 89,756 $ 92,892 § 93,100
Net IntereSt INCOME . . . . v v v v v ittt et et e e e e 68,359 69,548 69,923 67,787
Provision for loanlosses . . . .. ... ... ... ... ..... 1,052 1,703 1,161 (6,971)
Income before income taxes. . ... .................. 40,349 50,939 42,815 43,288
NEtINCOME. . . . vt vt e e e e et e e e e 26,751 33,023 28,087 28,848
Earnings per share

Basic. .. ... ... .. .. 0.46 0.57 0.49 0.50

Diluted . ....... ... .. ... . 0.46 0.57 0.48 0.50

Principal Markets and Prices of Trustmark’s Stock

Dividends Stock Prices
Per Share _ High _Low
2005
4th Quarter $ 0.21 $ 29.83 $ 24.00
3rd Quarter 0.20 30.80 26.63
2nd Quarter 0.20 29.67 26.71
1st Quarter 0.20 31.15 26.69
2004
4th Quarter $ 0.20 $ 3278 $ 29.12
3rd Quarter 0.19 32.36 27.92
2nd Quarter 0.19 29.99 25.89
1st Quarter 0.19 30.73 28.27

Trustmark’s common stock is listed for trading on the NASDAQ stock market as stock symbol TRMK.
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Management’'s Discussion and Analysis

The following provides a narrative discussion and
analysis of Trustmark Corporation’s (Trustmark)
financial condition and results of operations. This
discussion should be read in conjunction with the
consolidated financial statements and the supplemental
financial data included elsewhere in this report.

Forward-Looking Statements

Certain statements contained in this Management’s
Discussion and Analysis are not statements of historical
fact and constitute forward-looking statements within
the meaning of the Private Securities Litigation Reform
Act of 1995. These forward-looking statements include,
but are not limited to, statements relating to anticipated
future operating and financial performance measures,
including net interest margin, credit quality, business
initiatives, growth opportunities and growth rates,
among other things and encompass any estimate,
prediction, expectation, projection, opinion,
anticipation, outlook or statement of belief included
therein as well as the management assumptions
underlying these forward-looking statements. Should
one or more of these risks materialize, or should any
such underlying assumptions prove to be significantly
different, actual results may vary significantly from
those anticipated, estimated, projected or expected.

These risks could cause actual results to differ materially
from current expectations of Management and include,
but are not limited to, changes in the level of
nonperforming assets and charge-offs, local, state and
national economic and market conditions, material
changes in market interest rates, the costs and effects of
litigation and of unexpected or adverse outcomes in such
litigation, competition in loan and deposit pricing, as well
as the entry of new competitors into our markets through
de novo expansion and acquisitions, changes in existing
regulations or the adoption of new regulations, natural
disasters, acts of war or terrorism, changes in consumer
spending, borrowings and savings habits, technological
changes, changes in the financial performance or
condition of Trustmark’s borrowers, the ability to control
expenses, changes in Trustmark’s compensation and
benefit plans, greater than expected costs or difficulties
related to the integration of new products and lines of
business and other risks described in Trustmark’s filings
with the Securities and Exchange Commission.

Although Management believes that the expectations
reflected in such forward-looking statements are
reasonable, it can give no assurance that such
expectations will prove to be correct. Trustmark
undertakes no obligation to update or revise any of this
information, whether as the result of new information,
future events or developments or otherwise.

Overview

Business

Trustmark is a multi-bank holding company
headquartered in Jackson, Mississippi, incorporated
under the Mississippi Business Corporation Act on
August 5, 1968. Trustmark commenced doing business
in November 1968. Through its subsidiaries, Trustmark
operates as a financial services organization providing
banking and financial solutions through over 145
offices and 2,600 associates predominantly within the
states of Florida, Mississippi, Tennessee and Texas.

Trustmark National Bank (TNB), Trustmark’s wholly-
owned subsidiary, accounts for substantially all of the
assets and revenues of Trustmark. Initially chartered by
the state of Mississippi in 1889, TNB is also
headquartered in Jackson, Mississippi. In addition to
banking activities, TNB provides investment and
insurance products and services to its customers through
its wholly-owned subsidiaries, Trustmark Securities, Inc.
(TSI), Trustmark Investment Advisors, Inc., The Bottrell
Insurance Agency, Inc. (Bottrell) and Fisher-Brown,
Incorporated. In January 2005, Trustmark established a
de novo subsidiary, TRMK Risk Management, Inc.
(TRMI). TRMI commenced doing business on January
31, 2005, and engages in insurance agency activities as
an agent for individual life, disability and long-term
care insurance and also as an agent for the sale of fixed
annuities. Bottrell previously provided these activities.
On January 26, 2006, TSI notified its customers of
plans to engage UVEST Financial Services as TNB’s full
service brokerage provider. UVEST is a registered
broker-dealer and member of the National Association
of Securities Dealers, as well as the Securities Investor
Protection Corporation. This change was effective
March 1, 2006.

Trustmark also engages in banking activities through its
wholly-owned subsidiary, Somerville Bank & Trust
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Company (Somerville), headquartered in Somerville,
Tennessee. Somerville was acquired in a business
combination during 2001 and presently has five
locations in Somerville, Hickory Withe and Rossville,
Tennessee. In addition to its banking subsidiaries,
Trustmark also owns all of the stock of E. S.
Corporation and First Building Corporation, both
inactive nonbank Mississippi corporations. Neither
Trustmark nor its subsidiaries have any foreign activities.

Financial Highlights

Net income for the year ended December 31, 2005,
totaled $103.0 million compared with $116.7 million
for 2004 and $118.5 million for 2003. For 2005,
Trustmark’s basic earnings per share were $1.82
compared with $2.01 for 2004 and 2003. Diluted
earnings per share were $1.81 for 2005 compared with
$2.00 for both 2004 and 2003. The impact of
Hurricane Katrina decreased pretax net income by
$16.3 million, or $10.1 million after tax. This equates
to a decrease in basic earnings per share of $0.18.
Please refer to accompanying table for more details.
During 2004, Trustmark recorded a release in the
allowance for loan losses resulting from changes to
specific estimates used to determine the allowance,
which increased net income by $5.8 million, or $0.10
per share. Net income during 2003 included an after-tax
charge of $4.1 million, or $0.07 per share, associated
with Trustmark’s Voluntary Early Retirement Program.
At December 31, 2005, Trustmark reported gross loans,
including loans held for sale, of $6.040 billion, total
assets of $8.390 billion, total deposits of $6.283 billion
and shareholders’ equity of $741.5 million.

Trustmark’s financial performance for 2005 resulted in
a return on average shareholders’ equity of 13.68% and
a return on average assets of 1.25%. These compared
with 2004 ratios of 16.08% for return on average
shareholders’ equity and 1.43% for return on average
assets, while in 2003 the return on average
shareholders’ equity was 17.56%, and the return on
average assets was 1.60%.

Significant Accounting Transactions for 2005

On August 29, 2005, Hurricane Katrina struck the
Mississippi Gulf Coast and Central and Eastern
Mississippi causing significant damages. Immediately
following the storm, Trustmark initiated a process to
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assess the impact on its customers and on Trustmark’s
consolidated financial statements. In accordance with
Statement of Financial Accounting Standards (SFAS)
No. 5, “Accounting for Contingencies," Trustmark has
determined, through reasonable estimates, that specific
losses were probable and have been reflected in the
consolidated financial statements as of December 31, 2005.

Trustmark identified customers impacted by the storm
in an effort to estimate the loss of collateral value and
customer payment abilities. As a result of customer
surveys, collateral inspections and review of risk
characteristics, Trustmark increased its allowance for
loan losses through provision for loan losses by $9.8
million on a pre-tax basis. Specifically, $3.5 million and
$1.5 million have been allocated for losses due to
collateral impairment on 1-4 family residential
mortgages and consumer loans, respectively. General
reserves of $4.8 million for consumer and commercial
loans have been allocated for losses due to economic
disruption caused by the storm.

Trustmark’s mortgage division’s annual pre-tax income
was additionally impacted by $3.3 million resulting
from adjusted fair values on loans held for sale,
increased prepayment speeds on mortgage servicing
rights and waived ancillary fees in the impacted areas.
In addition, Trustmark experienced lost revenues of
$2.7 million for the year resulting from customer
assistance in retail account fees and incurred additional
expenses of $539 thousand for the year.

Management’s estimates, assumptions and judgments
are based on available information. As additional
information on the impact of Hurricane Katrina is
gathered, actual results could differ from these
estimates.

In addition, during 2005, Trustmark evaluated its
strategic alternatives in payment processing systems and
selected NOVA Information systems as its provider of
card processing services for its commercial merchant
services customers. In connection with this alliance,
Trustmark sold its existing payment processing portfolio
in the third quarter of 2005 for a pre-tax gain of $5.75
million, which is included in other noninterest income.
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Financial Performance
Net Income Adjusted for Specific Items (Non-GAAP)

2005
$ Basic EPS
Net Income as reported —
GAAP. .............. $ 102,951 $ 1.819
Adjustments (net of taxes):
Add charges related to
Hurricane Katrina
Provision for loan
losses . ........... 6,054 0.107
Mortgage related
charges .. ......... 2,047 0.036
Noninterest income —
lost revenues . ... ... 1,649 0.029
Noninterest expenses —
additional expenses. . . 333 0.006
10,083 0.178
Subtract sale of Merchant
Services Portfolio. . . . . . (3,551) (0.063)
Net Income adjusted for
specific items
(Non-GAAP) . . ........ $109,483 $ 1.934

Management is presenting in the accompanying table
adjustments to net income as reported in accordance
with generally accepted accounting principles for
significant items resulting from Hurricane Katrina and
the sale of its merchant services portfolio. Management
believes this information will help users compare
Trustmark’s current results to prior periods.

Critical Accounting Policies

Trustmark’s consolidated financial statements are
prepared in accordance with U. S. generally accepted
accounting principles and follow general practices
within the financial services industry. Application of
these accounting principles requires Management to
make estimates, assumptions and judgments that affect
the amounts reported in the consolidated financial
statements and accompanying notes. These estimates,
assumptions and judgments are based on information
available as of the date of the consolidated financial
statements; accordingly, as this information changes,

actual financial results could differ from those estimates.

Certain policies inherently have a greater reliance on the
use of estimates, assumptions and judgments and, as such,
have a greater possibility of producing results that could
be materially different than originally reported. These
critical accounting policies are described in detail below.

Allowance for Loan Losses

The allowance for loan losses is established through
provisions for estimated loan losses charged against
earnings. The allowance for loan losses is maintained at a
level believed adequate by Management, based on
estimated probable losses within the existing loan
portfolio. Trustmark’s allowance for loan loss methodology
is based on guidance provided by SEC Staff Accounting
Bulletin No. 102, “Selected Loan Loss Allowance
Methodology and Documentation Issues,” as well as other
regulatory guidance. Accordingly, Trustmark’s
methodology is based on historical loss experience by type
of loan and internal risk rating, homogeneous risk pools
and specific allocations, with adjustments considering
current economic events and conditions. This evaluation is
inherently subjective, as it requires material estimates,
including the amounts and timings of future cash flows
expected to be received on impaired loans that may be
susceptible to significant change.

Mortgage Servicing Rights

Mortgage servicing rights are rights to service mortgage
loans for others, whether the loans were acquired
through purchase or loan origination. Purchased
mortgage servicing rights are capitalized at cost. For
loans originated and sold where the servicing rights
have been retained, Trustmark allocates the cost of the
loan and the servicing right based on their relative fair
value. Mortgage servicing rights are amortized over the
estimated period of the related net servicing income.

Mortgage servicing rights are evaluated quarterly for
impairment. Impairment occurs when the estimated fair
value falls below the underlying carrying value. For
purposes of evaluating impairment, Trustmark stratifies
its mortgage servicing portfolio on the basis of certain
risk characteristics including loan type, term and note
rate. Changes in interest rates, prepayment speeds or
other factors could result in impairment or recovery of
the servicing asset. Impairment or impairment recovery
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is recognized through a valuation allowance with a
corresponding charge to mortgage banking noninterest
income.

Benefit Plans

Benefit plan assets, liabilities and pension costs are
determined utilizing actuarially determined present
value calculations. The valuation of the benefit
obligation and net periodic expense is considered
critical, as it requires Management and its actuaries to
make estimates regarding the amount and timing of
expected cash outflows including assumptions about
mortality, expected service periods, rate of
compensation increases and the long-term return on
plan assets. Note 13 — Pension and Other
Postretirement Benefits, included in the accompanying
Notes to the Consolidated Financial Statements,
provides further discussion on the accounting for
Trustmark’s benefit plans (pension and supplemental
retirement plan) and the estimates used in determining
the actuarial present value of the benefit obligations and
the net periodic benefit expense.

Fair Value Accounting Estimates

Generally accepted accounting principles require the use
of fair values in determining the carrying values of
certain assets and liabilities, as well as for specific
disclosures. The most significant include securities,
derivative instruments, loans held for sale, mortgage
servicing rights and net assets acquired in business
combinations. Certain of these assets do not have a
readily available market to determine fair value and
require an estimate based on specific parameters. When
market prices are unavailable, Trustmark determines
fair values utilizing parameters, which are constantly
changing, including interest rates, duration, prepayment
speeds and other specific conditions. In most cases,
these specific parameters require a significant amount of
judgment by Management.

Contingent Liabilities

Trustmark estimates contingent liabilities based on
Management's evaluation of the probability of
outcomes and their ability to estimate the range of
exposure. As stated by SFAS No. 5, “Accounting for
Contingencies,” a liability is contingent if the amount is
not presently known but may become known in the
future as a result of the occurrence of some uncertain
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future event. Accounting standards require that a
liability be recorded if Management determines that it is
probable that a loss has occurred, and the loss can be
reasonably estimated. In addition, it must be probable
that the loss will be confirmed by some future event. As
part of the estimation process, Management is required
to make assumptions about matters that are, by their
nature, highly uncertain. The assessment of contingent
liabilities, including legal contingencies and income tax
liabilities, involves the use of critical estimates,
assumptions and judgments. Management's estimates
are based on their belief that future events will validate
the current assumptions regarding the ultimate outcome
of these exposures. However, there can be no assurance
that future events, such as court decisions or Internal
Revenue Service positions, will not differ from
Management's assessments. Whenever practicable,
Management consults with outside experts (attorneys,
independent accountants, claims administrators, etc.) to
assist with the gathering and evaluation of information
related to contingent liabilities.

Business Combinations

Trustmark’s strategic acquisition program is based on
efforts to evaluate opportunities to expand and invest in
higher-growth markets by implementing market-specific
business initiatives. This approach is designed to
maximize financial profitability, bolster growth
prospects and enhance shareholder value. In the first
quarter of 2004, Trustmark entered the dynamic
Houston banking market with the purchase of five
branch offices from Allied Houston Bank. The Houston
MSA is among the largest and highest-growth markets
in the country. In December 2004, Trustmark continued
to expand insurance services, as well as its presence in
the Florida Panhandle, with the acquisition of Fisher-
Brown, Incorporated, Northwest Florida’s leading
insurance agency, headquartered in Pensacola, with
offices in Milton, Fort Walton, Destin and Panama City.
This transaction enhances Trustmark’s strategic goal of
becoming a more diversified financial services
organization. For more information on these business
combinations, please refer to Note 3 of the Notes to the
Consolidated Financial Statements.
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Results Of Operations

Net Interest Income

Net interest income is the principal component of
Trustmark’s income stream and represents the
difference, or spread, between interest and fee income
generated from earning assets and the interest expense
paid on deposits and borrowed funds. Fluctuations in
interest rates, as well as volume and mix changes in
earning assets and interest-bearing liabilities, can
materially impact net interest income. The net interest
margin (NIM) is computed by dividing fully taxable
equivalent net interest income by average interest-
earning assets and measures how effectively Trustmark
utilizes its interest-earning assets in relationship to the
interest cost of funding them. The accompanying
Yield/Rate Analysis Table shows the average balances
for all assets and liabilities of Trustmark and the interest
income or expense associated with earning assets and
interest-bearing liabilities. The yields and rates have
been computed based upon interest income and expense
adjusted to a fully taxable equivalent (FTE) basis using
a 35% federal marginal tax rate for all periods shown.
Nonaccruing loans have been included in the average
loan balances, and interest collected prior to these loans
having been placed on nonaccrual has been included in
interest income. Loan fees included in interest associated
with the average loan balances are immaterial.

Net interest income-FTE for 2005 increased $784
thousand, or 0.3%, when compared with 2004.
Increases in the target fed funds rate of 325 basis points
throughout 2004 and 2005 resulted in increased interest
income-FTE and interest expense. While interest
expense on interest-bearing liabilities, primarily federal
funds purchased, repurchase agreements and
borrowings, increased substantially, the increase in
interest income on earning assets was sufficient to offset
the additional interest expense. The combination of
these factors resulted in an increase in the NIM of one
basis point, to 3.84%, when 2005 is compared with
2004. For additional discussion, see Market/Interest
Rate Risk Management included later in the
Management’s Discussion and Analysis.

Average interest-earning assets for 2005 were $7.413
billion, compared with $7.416 billion for 2004, a
decrease of $3.0 million. Growth in average loans,

which increased $489.5 million, or 9.3%, was offset by
a decrease in average securities of $496.8 million, or
23.6%, when 2005 and 2004 are compared. Since the
fourth quarter of 2003, Management has been adjusting
the balance sheet in anticipation of the risk of rising
interest rates. This strategy has been well founded, as
short-term rates have risen significantly over that time
period. However, the upward shift in the short-term
rates without a proportionate upward shift in long-term
rates has diminished the profitability of holding long-
term assets. If ignored, persistent interest rate behavior
of this nature could lead to significant negative impact
on the net interest margin. In preparation for potential
adverse risks to the net interest margin, Management
implemented a strategy of exiting certain assets and
reducing balances of funding sources that would bear
the highest costs in such a rate environment. This began
in the fourth quarter of 2004, with the sale of $304
million in mortgage-related and U. S. Treasury securities
and continued during the second quarter of 2005, when
Trustmark sold $256 million in U. S. Government
Agency and U. S. Treasury securities. Projected funding
costs to carry these investments to their remaining
maturity may have generated a greater negative net
interest margin impact than the actual losses incurred at
sale. Proceeds from these sales were used to reduce
balances of higher-cost funding sources. In addition, the
flat yield curve experienced during 2005, along with
expectations of higher rates provided limited
opportunity to carry securities profitably; therefore,
Management utilized the liquidity generated by
maturing securities to fund additional loan growth as
well as reduce balances of higher-cost funding sources
during that time period.

The rising interest rate environment positively impacted
yields on average earning assets as seen by the
improvement from 5.03% during 2004 to 5.72% for
20085, an increase of 69 basis points. The combination
of larger loan balances and higher interest rates resulted
in an increase in interest income-FTE during 2005 of
$51.3 million, or 13.8%, when compared with 2004.

Average interest-bearing liabilities for 2005 totaled
$6.063 billion, compared with $6.094 billion for 2004,
a decrease of $31.1 million, or 0.5%. Average interest-
bearing deposits and short-term borrowings increased
$394.6 million during 2005 offsetting decreases of
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$425.8 million in federal funds purchased, repurchase
agreements and long-term FHLB advances.
Management has made a concerted effort to promote
funding from growth in core deposits, rather than other
higher-cost funding sources, as a major component in
improving the net interest margin and, ultimately,
profitability.

The rising interest rate environment also impacted yields
on interest-bearing liabilities as seen in the increase in
rates on interest-bearing deposits (53 basis points),
federal funds purchased and repurchase agreements
(163 basis points) and borrowings (166 basis points)
when 2005 and 2004 are compared. As a result of these
factors, total interest expense for 2005 increased $50.5
million, or 56.9%, when compared with 2004.

Net interest income-FTE for 2004 increased $5.9
million, or 2.1%, when compared with 2003, primarily
resulting from additional earning asset growth. This
growth was somewhat hampered by a declining net
interest margin resulting from lower yielding assets.
Continued prepayments of mortgage related securities
and a customer preference for lower-yielding adjustable
rate loans contributed to these lower yields during an
environment of low interest rates. Adjustable rate loans,
which have a better potential profile to rising rates,
would generally have a lower current yield than a
comparable fixed rate product, thus having an initial
negative impact to interest income. Interest expense
remained well controlled in spite of an increase in the
target fed funds rate of 125 basis points during 2004.
The combination of these factors resulted in a decline in
the NIM during 2004 of 28 basis points when
compared with 2003.

Average interest-earning assets for 2004 were $7.416
billion, compared with $6.761 billion for 2003, an
increase of $655.1 million, or 9.7%. Without the
Emerald Coast and Allied Houston branch purchases,
the increase in average interest-earning assets for 2004
is $339.2 million, or 5.0%. Growth for 2004 is
primarily seen in average loans, which increased 9.5%
(3.0% without Emerald Coast and Allied Houston)
when compared with 2003, and average securities,
which increased 10.2% when 2004 is compared with
2003. However, the continued low interest rate
environment negatively impacted yields, as the yield on
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average earning assets dropped from 5.43% during
2003 to 5.03% for 2004, a decrease of 40 basis points.
The combination of these factors resulted in an increase
in interest income-FTE during 2004 of $5.0 million, or
1.4%, when compared with 2003.

Average interest-bearing liabilities for 2004 totaled
$6.094 billion, compared with $5.455 billion for 2003,
an increase of $639.0 million, or 11.7%. Without the
Emerald Coast and Allied Houston branch purchases,
the increase in average interest-bearing liabilities for
2004 is $365.4 million, or 6.7%. Average interest-
bearing deposits and short-term borrowings increased
during 2004, which offset decreases in federal funds
purchased, repurchase agreements and long-term FHLB
advances. Although interest-bearing liabilities increased
during 2004, the rate paid on deposits remained low
throughout the year as deposit balances shifted more
towards lower cost transactional accounts. This benefit
was offset somewhat by an increase in short-term
borrowings, primarily FHLB advances. The average
rates on interest-bearing liabilities for 2004 and 2003
were 1.46% and 1.64%, respectively, representing a
decrease of 18 basis points during 2004. As a result of
these factors, total interest expense for 2004 decreased
$820 thousand, or 0.9%, when compared with 2003.
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Yield/Rate Analysis Table

($ in thousands) Years Ended December 31,
2005 2004 2003
Average Yield/ Average Yield/ Average Yield/
Balance Interest ~ Rate Balance Interest  Rate Balance Interest  Rate
Assets

Interest-earning assets:
Federal funds sold and secur-
ities purchased under reverse

repurchase agreements. . . $ 31,399 §$ 994 3.17% $ 27,118 § 417 1.54% $ 25,174 § 287 1.14%
Securities available for sale:

Taxable .. ........ 1,268,472 46,929 3.70% 1,879,324 57,680 3.07% 1,518,170 45,566  3.00%
Nontaxable . . ... ... 62,970 4,545 7.22% 70,107 5,184 7.39% 67,188 5,280 7.86%
Securities held to maturity:
Taxable . ......... 188,133 9,639  5.12% 70,585 4,099 5.81% 236,994 19,766  8.34%
Nontaxable . . ... ... 91,592 6,924 7.56% 87,944 6,804 7.74% 90,755 7,082 7.80%
Loans (including loans
held for sale). . . .. ... 5,770,178 354,973 6.15% 5,280,640 298,518 5.65% 4,822,350 289,672 6.01%
Total interest-earning assets. 7,412,744 424,004 5.72% 7,415,718 372,702 5.03% 6,760,631 367,653 5.43%
Cash and due from banks . . 336,238 331,980 296,724
Other assets. . . .. ..... 535,346 485,983 426,157
Allowance for loan losses. . . (68,395) (74,191) (74,890)
Total Assets. . . . . .. $ 8,215,933 $ 8,159,490 $ 7,408,622

Liabilities and
Shareholders' Equity

Interest-bearing liabilities:
Interest-bearing

demand deposits. . . . . . $1,088,107 15,275 1.40% $1,312,071 13,696 1.04% $1,134243 11,938 1.05%
Savings deposits.. . . . . . . 1,262,059 10,692 0.85% 967,674 3,039 0.31% 832,490 3,429 0.41%
Time deposits . . . . . . . . 1,992,358 55,993 2.81% 1,771,979 38,388 2.17% 1,676,700 43,960 2.62%

Federal funds purchased and

securities sold under

repurchase agreements. . . 668,389 19,138  2.86% 887,596 10,881 1.23% 947,050 10,255 1.08%
Short-term borrowings . . . 892,570 32,656  3.66% 788,737 12,746 1.62% 391,366 6,041 1.54%
Long-term FHLB advances . 159,103 5,502 3.46% 365,659 9,988 2.73% 472,819 13,935 2.95%

Total interest-bearing

liabilities . . . ... ... 6,062,586 139,256 2.30% 6,093,716 88,738 1.46% 5,454,668 89,558 1.64%
Noninterest-bearing
demand deposits . . . . . . 1,310,597 1,273,889 1,216,523
Other liabilities . . . . . . . . 90,353 65,985 62,288
Shareholders' equity . . . . . 752,397 725,900 675,143
Total Liabilities and
Shareholders' Equity. . $ 8,215,933 $ 8,159,490 $ 7,408,622
Net Interest Margin . . 284,748 3.84% 283,964 3.83% 278,095 4.11%

Less tax equivalent
adjustments:

Investments . . . ..... 4,014 4,196 4,327
Loans . . ......... 4,293 4,151 3,938
Net Interest Margin per

Annual Report. . . . . $276,441 $275,617 $269,830
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Provision for Loan Losses

The provision for loan losses is determined by
Management as the amount necessary to adjust the
allowance for loan losses to a level which, in
Management’s best estimate, is necessary to absorb
probable losses within the existing loan portfolio. The
provision for loan losses during 2005 totaled an
expense of $19.5 million compared with a benefit of
$3.1 million during 2004 and an expense of $9.8
million during 2003. In the aftermath of Hurricane
Katrina, Trustmark identified customers impacted by
the storm in an effort to estimate the loss of collateral
value and customer payment abilities. As a result of
customer surveys, collateral inspections and review of
risk characteristics, Trustmark increased its allowance
for loan losses through provision for loan losses by $9.8
million on a pre-tax basis. These charges are based on
Management’s estimates, assumptions and judgments
based on available information; accordingly, as this
information changes, actual results could differ from
those estimates. During the fourth quarter of 2004,
Trustmark recorded a release of $9.4 million to the
allowance for loan losses resulting from changes in
estimates to specific factors for pooled loans and a
specific class of commercial loans, both of which
experienced positive trends in loss experience. As a
percentage of average loans, the provision was 0.34%
for 2005, -0.06% for 2004 and 0.20% for 2003. See
the section captioned “Loans and Allowance for Loan
Losses” elsewhere in this discussion for further analysis
of the provision for loan losses. In addition, for more
information on the provision for loan losses, please
refer to Note 6 of the Notes to the Consolidated
Financial Statements.

Noninterest Income

Total noninterest income for 2005 increased $19.1
million, or 15.4%, compared to 2004, while total
noninterest income for 2004 decreased $12.3 million, or
9.0%, compared to 2003. The comparative components
of noninterest income for the years ended December 31,
2005, 2004 and 2003, are shown in the accompanying
table.

The single largest component of noninterest income

continues to be service charges for deposit products and
services, which decreased $5.3 million, or 9.3%, during
20035 after an increase of $1.9 million, or 3.5%, during
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2004. Included in the decrease for 2005 are $2.1 million
of lost service charges and NSF fees related to the
impact of Hurricane Katrina. In addition, during 20035,
Trustmark also experienced a decline in fees earned on
deposit accounts as a result of increased usage of
accounts that do not charge a monthly service fee. An
additional component of the decrease during 2005
relates to increases in earnings credits earned by
commercial depositors, which has negatively impacted
the overall service charges earned on these accounts.
The earnings credit rate is the value given to deposits
maintained by commercial customers. Because interest
rates have trended upward during the last two years,
these deposit balances have become more valuable and
are yielding a higher earnings credit rate relative to
2004. As a result, customers are able to pay for more of
their services with earnings credits applied to their
deposit balances rather than through fees. A general
trend in the usage of electronic transactions, which
carry lower processing fees, has also impacted service
charges as well as reduced the opportunity to collect
NSF and overdraft fees. Increased revenues from service
charges for deposit products and services for 2004 can
be attributed to the impact of revenue enhancement
initiatives implemented during that year as well as the
full year impact of increased NSF and overdraft fees
implemented during the third quarter of 2003.

Insurance commissions were $33.0 million during 2005,
compared with $17.8 million in 2004 and $17.7 million
in 2003. The increase in insurance commissions is
primarily due to the Fisher-Brown acquisition, which
occurred during the fourth quarter of 2004 and
contributed approximately $15.0 million, or 99.0% of
the increase. Trustmark’s revenues for the first half of
2005 from insurance services are ranked 33rd in the
country for bank-owned insurance agencies as
determined by an analysis performed by Michael White
Associates in conjunction with the American Bankers
Insurance Association.

Wealth management income was $21.6 million during
20035, compared with $20.3 million in 2004 and $19.5
million in 2003. Wealth management consists of income
related to investment management, trust and brokerage
services, including income generated from Trustmark
Securities, Inc. and Trustmark Investment Advisors, Inc.
The growth in wealth management income during 2005
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and 2004 is largely attributed to an increase in trust and
investment management fee income resulting from new
account growth and asset appreciation on existing
accounts. In addition, the increased presence of wealth
management teams in Florida, Houston and Mempbhis
and the creation of the Wealth Management Center in
Jackson have begun to have a positive impact on
revenues. At December 31, 2005, Trustmark held assets
under management and administration of $6.647 billion
and brokerage assets of $1.368 billion.

Retail banking — other totaled $20.8 million during
2005, compared with $18.5 million in both 2004 and
2003. Retail banking — other income consists primarily
of fees on various bank products and services as well as
bankcard fees and safe deposit box fees. The major
component of bankcard fees involves interchange
income earned on electronic transactions related to
debit cards and ATMs. In 20035, interchange income
increased $1.1 million, or 12.4%, primarily due to
growth in the volume of Express Check cards
outstanding and the number of transactions processed.
Trustmark now has over 260,000 Express Cards
outstanding which achieved a transaction volume
exceeding 13.4 million during 2005. In addition, PULSE
Electronic Funds Transfer (EFT) fees earned during
2005 increased $571 thousand, or 44.7%, when
compared with 2004, as Trustmark achieved lower
transaction costs per item resulting from a renegotiation
of its contract and increased transaction volumes from
customer acceptance of electronic payment products.
Trustmark earns EFT fees from both incoming and
outgoing transactions initiated at Trustmark ATMs or

from online point of sale activity in the retail
marketplace. PULSE has been selected by Trustmark as
its national electronic clearing network.

Net revenues from mortgage banking were $5.8 million
during 2005, compared with $8.6 million in 2004 and
$7.0 million in 2003. As shown in the accompanying
table, net mortgage servicing income has remained
constant over the three-year period ended December 31,
20035, resulting from consistent balances in the
mortgage servicing portfolio. Loans serviced for others
totaled $3.7 billion at December 31, 2005, and $3.4
billion at December 31, 2004 and 2003. As a result, the
factors that drive the change in mortgage banking
income are primarily those factors that are sensitive to
changes in interest rates such as amortization and
impairment of mortgage servicing rights as well as gains
on sales of loans.

Amortization of mortgage servicing rights decreased to
$10.5 million for 2005 when compared with $11.8
million for 2004, as the expected life of the portfolio
has lengthened in response to a rise in interest rates
from the historically low environment of the first
quarter of 2004. As a direct result of Hurricane Katrina,
the recovery of mortgage servicing rights shown in the
table below were reduced by $1.8 million for estimated
prepayments on mortgages serviced in the affected
areas. Future changes in amortization and impairment
of mortgage servicing rights will continue to be closely
tied to fluctuations in long-term mortgage rates. Gains
on sales of loans decreased from $4.3 million during
2004 to $1.2 million during 2005. The overall total of

Noninterest Income

($ in thousands)
2005 2004 2003
Amount % Change Amount % Change Amount % Change
Service charges on deposit accounts . . . . . .. $ 51,019 9.3% $ 56,274 3.5% $ 54,351 8.6%
Insurance commissions. . . .. ........... 33,006 85.4% 17,807 0.7% 17,679 19.5%
Wealth management. . .. .............. 21,579 6.2% 20,319 4.3% 19,479 -6.6%
Retail banking —other ... ............ 20,835 12.8% 18,467 -0.2% 18,506 5.8%
Mortgage banking, net. ... ............ 5,845 -31.8% 8,571 21.6% 7,049 645.9%
Other,net . ....................... 14,467 100.0% 7,233 3.1% 7,015 n/m
Securities (losses) gains. . . ............. (3,644) n/m (4,643) n/m 12,231 -9.9%
Total Noninterest Income. . . ... ....... $143,107 15.4% $124,028 -9.0% $136,310 16.5%
n/m - not meaningful
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loan sales from secondary marketing activities increased
from $844.5 million in 2004 to $928.2 million in 2005;
however, the interest rate environment experienced
during 2005 presented fewer gain-on-sale opportunities
when compared to the first half of 2004. The impact of
Hurricane Katrina resulted in losses on sales of loans of
$770 thousand, which further reduced the gain on sale
of loans for 2005. Mortgage lending income was also
reduced by $728 thousand during 2005 as a result of
additional hurricane-related charges. These charges were
primarily related to loans held for sale.

For 2004, the primary factor for the increase in
mortgage banking income was a reduction in
amortization and impairment of mortgage servicing
rights. During 2004, amortization expense for mortgage
servicing rights was $11.8 million compared with $14.5
million for 2003. In addition, Trustmark also
recognized a $2.8 million recovery of impairment
charges during 2004 compared with impairment charges
of $3.4 million during 2003. A trend of rising interest
rates during 2004 slowed prepayments, which extended
the expected life of the mortgage servicing portfolio and
resulted in a decrease in amortization while also
reducing the impairment of existing mortgage servicing
rights. Offsetting improvements in amortization and
impairment of mortgage servicing rights were a
reduction in gains on sales of mortgage loans, which
totaled $4.3 million during 2004 compared to $13.8
million for 2003, a decrease of $9.5 million. The overall
total of loan sales from secondary marketing activities
declined from $1.481 billion during 2003 to $844.5
million in 2004, as a sporadic rate environment affected
both the pricing of loans as well as consumer demand.

The following table illustrates the components of
mortgage banking included in noninterest income in the
accompanying income statements:
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Mortgage Banking Income
(§ in thousands)

2005 2004 2003

Mortgage servicing

income. ........ $ 16,915 § 16,864 $ 16,826
Mortgage guaranty
fees .. ... .. ... (4,504) (4,395) (4,512)
Mortgage servicing,
net . ......... 12,411 12,469 12,314
Amortization of
mortgage servicing
rights . ........ (10,465)  (11,826)  (14,5195)
Recovery (impairment)
of mortgage servicing
rights, net . . . . . .. 2,043 2,791 (3,387)
Gain on sales
of loans . ....... 1,218 4,283 13,796
Other,net .. ...... 638 854 (1,159)
Mortgage banking
net.......... $ 5845 § 8571 § 7,049

Net revenues from other noninterest income were $14.5
million during 2005, compared with $7.2 million in
2004 and $7.0 million in 2003. During the third quarter
of 2005, Trustmark evaluated its strategic alternatives in
payment processing systems and selected NOVA
Information systems as its provider of card processing
services for its commercial merchant services customers.
In connection with this alliance, Trustmark sold its
existing payment processing portfolio for a pre-tax gain
of $5.75 million.

Securities losses totaled $3.6 million during 2005 and
$4.6 million during 2004 compared with securities gains
of $12.2 million during 2003. The losses for 2005
primarily resulted from the sale of $256 million in U.S.
Government Agency and U.S. Treasury securities during
the second quarter. The sale of these securities resulted
from an intentional reduction in the investment
portfolio due to the declining profitability of holding
longer-term investment securities. During 2004,
Trustmark incurred a loss of $4.7 million on sales of
$303.5 million in available for sale (AFS) securities.
Securities sold were comprised of mortgage related and
U.S. Treasury issues. Proceeds were initially used to pay
down interest rate sensitive wholesale funding. During
2003, significant price changes in certain AFS portfolio
securities enabled Trustmark to sell securities with a
total fair value of $290.1 million, which provided the
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opportunity to restructure a portion of the portfolio to
reduce price volatility in an extremely low interest rate
cycle. Management considers the investment portfolio

an integral tool in the management of interest rate risk.

Noninterest Expense

Trustmark’s noninterest expense for 2005 increased
$18.0 million, or 8.0%, compared to 2004, while total
noninterest expense for 2004 increased $10.4 million,
or 4.8%, compared to 2003. The comparative
components of noninterest expense for 2005, 2004 and
2003 are shown in the accompanying table.

Salaries and employee benefits, the largest category of
noninterest expense, were $149.8 million in 2005,
$132.8 million in 2004 and $129.1 million in 2003.
The increase of 12.8% in 20035 reflects general merit
increases, the higher cost of performance-based
incentive payments, additional costs of pension and
other postretirement benefit plans as well as the full
year impact of the Fisher-Brown business combination.
Eliminating the impact of this business combination,
salaries and employee benefits for 2005 grew $8.8
million, or 6.7%, when compared to 2004. Partially
offsetting increases in personnel costs was a net decrease
in the number of full-time equivalent employees, from
2,598 at December 31, 2004, to 2,582 at the end of
200S. Salaries and employee benefits for 2004 grew
$3.7 million, or 2.9%, when compared to 2003,
primarily from merit salary increases and additional
compensation expense related to Trustmark’s adoption
of SFAS No. 123, “Accounting for Stock-Based
Compensation.” Trustmark’s full-time equivalent
employees were 2,356 at December 31, 2003.

Services and Fees for 2005 decreased $1.2 million, or

3.5%, compared to 2004. Key components of the
decrease during 2005 included declines in professional
service fees (down $769 thousand) and other outside
services and fees (down $747 thousand). Decreases in
these fees resulted from an increase in efficiency in
testing of internal controls as required by the Sarbanes-
Oxley Act of 2002 (Sarbanes-Oxley), which allowed for
lower professional and audit-related fees. These
expenses were partially offset by an increase in
maintenance on software (up $351 thousand) as well as
processing charges (up $694 thousand). Services and
fees for 2004 totaled $35.2 million compared to $31.3
million for 2003, an increase of 12.6%. The increase in
2004 is attributed to professional and audit-related fees
resulting from the implementation of requirements
under Sarbanes-Oxley as well as growth in consulting
and communication expense.

The growth in net occupancy-premises expense and
equipment expense remained well controlled during
2005. Net occupancy-premises expense for 2005
increased $257 thousand, or 1.7%, when compared
with 2004, while equipment expense for 2005 increased
$173 thousand, or 1.2%, when compared to the
previous year. Management considers expense
management a key area of focus in the support of
improving shareholder value. During 2004, net
occupancy-premises expense increased $2.2 million, or
17.2%. This increase is attributable to additional
occupancy costs associated with facilities acquired in the
Emerald Coast and Allied Houston branch purchases.

During 2005, other expense increased $1.8 million, or
6.4%. The primary factors in this growth are additional
processing and collection costs associated with increased
loan volume as well as a complete year of amortization

Noninterest Expense
(§ in thousands)

2005 2004 2003

Amount % Change Amount % Change Amount % Change

Salaries and employee benefits . . . ... ... .. $149,817 12.8% $132,799 2.9% $129,114 6.2%
Servicesand fees . . . ................. 34,003 -3.5% 35,240 12.6% 31,283 -3.5%
Net occupancy — premises . . . . ... ...... 15,280 1.7% 15,023 17.2% 12,817 6.0%
Equipment expense . . .. ......... .. ... 15,180 1.2% 15,007 0.1% 14,989 -0.6%
Otherexpense . .................... 28,996 6.4% 27,240 2.1% 26,684 -4.1%
Total Noninterest Expense . . . . ........ $243,276 8.0% $225,309 4.8% $214,887 2.8%
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of the insurance intangibles resulting from the Fisher-
Brown acquisition. In addition, other expense for 2005
includes $537 thousand of Hurricane Katrina-related
expenses.

Income Taxes

For the year ended December 31, 2005, Trustmark’s
combined effective tax rate was 34.3%, compared with
34.2% for 2004 and 34.7% for 2003. The slight
increase in Trustmark’s effective tax rate for 2005 is due
to immaterial changes in permanent items as a
percentage of pretax income.

Segment Information

Results of Segment Operations

Trustmark’s operations are managed along three
operating segments: general banking division, insurance
division and the wealth management division. The
administration segment incorporates Trustmark’s
treasury function with various nonallocated corporate
operation business units. A description of each segment
and the methodologies used to measure financial
performance is described in Note 19 — Segment
Information in the accompanying Notes to the
Consolidated Financial Statements included elsewhere in
this report. Net income by operating segment is
presented below ($ in thousands):

2005 2004 2003
General Banking . . .. $109,545 $107,072 $111,385
Insurance . ....... 6,159 3,180 3,900
Wealth Management. . 4,649 4,266 4,335
Administration. . . . . (17,402) 2,191 (1,090)
Consolidated Net

Income . ...... $102,951 $116,709 $118,530

General Banking

Net income for 2005 increased by $2.5 million, or
2.3%, compared with 2004, while 2004 net income
decreased by $4.3 million, or 3.9%, compared with
2003. The 20035 increase primarily resulted from an
increase in net interest income of $16.1 million, offset
by an increase in the provision for loan losses of $10.6
million, resulting in an increase in net interest income
after provision for loan losses of $5.5 million.
Impacting the 2004 decrease was flat net interest
income offset by an increase in noninterest expenses of
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$8.9 million which was the result of business
combinations.

In 20035, average earning asset growth totaled $482
million, while loan yields increased by 52 basis points,
resulting in a gross increase in net interest income
excluding internal funding costs of $31.4 million, or
13.3%. This gross increase on earning asset growth was
offset by internal funding costs of $15.3 million to fund
the loan growth and resulted in a net increase in net
interest income of $16.1 million. Offsetting the net
interest income increase was the loan loss provision for
20035, which totaled $7.8 million, compared to a
negative provision in 2004 of $2.8 million. The change
in the provision for 2005 is the direct result of a release
of $9.4 million to the allowance for loan losses, which
occurred in the fourth quarter of 2004. As a result of
these items, net interest income after the provision for
loan losses increased by $5.4 million, or 2.3%.

In 2004, net interest income decreased $12.6 million, or
5.1%, compared to an increase of $10.4 million, or
4.4%, in 2003. In 2004, net interest income generated
from loans and deposits increased by $15.2 million,
which offset a decrease in internal funding of $27.7
million. Loan growth of $457 million and lower deposit
cost during 2004 drove the increase in net interest
income, while a reduction in the internal funding rate
paid on transactional deposits decreased internal
funding. The provision for loan losses equaled a benefit
of $2.8 million in 2004, compared to an expense of
$9.4 million in 2003. As previously mentioned,
Trustmark released $9.4 million to the general banking
allowance for loan losses in the fourth quarter of 2004.
This resulted from changes in estimates to specific
factors for certain classifications of loans that had
experienced positive trends in loss experience.

Noninterest expenses totaled $166.2 million in 2005
compared to $161.1 million in 2004 and $152.2 million
in 2003. The growth in noninterest expense totaled $5.0
million, or 3.1% in 2005, and $8.9 million in 2004.
The increase in noninterest expenses for 2004 was
primarily the result of business combinations.

Insurance
Net income increased $3.0 million, or 93.7%, in 2003,
compared to a decrease of $720 thousand, or 18.5%, in
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2004. On December 1, 2004, Trustmark acquired
Fisher-Brown, Incorporated, located in Pensacola,
Florida, which accounted for the significant growth in
200S5. In 2004, the insurance segment experienced a
decline in revenues of approximately $1.3 million,
excluding revenues from the acquired Fisher-Brown
agency. This decline in revenues resulted from the
migration of a significant line of business caused by
competitive pricing concessions.

Wealth Management

Net income growth for 2005 was $383 thousand, or
9.0%, compared to a slight decline in 2004 of $69
thousand, or 1.6%. Wealth management revenues are
primarily fee generated. In 2005 and 2004, total
noninterest income grew by $1.4 million, or 6.7%, and
$910 thousand, or 4.6%, respectively. Offsetting the
fee-based revenues was a decrease in net interest income
of $447 thousand in 2005 and $967 thousand in 2004,
which resulted from compression in the net interest
margin within wealth management’s private banking
sector.

Administration

The administration segment contains the treasury
function, which is responsible for Trustmark’s investment
portfolio, as well as its asset liability management. As a
result, administration contains interest income from the
investment portfolio and net internal funding costs from
Trustmark’s other segments. Also included in
administration are other operational support units whose
noninterest expenses are not allocated to other segments.
Net income for the administrative segment decreased by
$19.6 million in 2005 compared with an increase of
$3.3 million in 2004.

The 2005 decrease in net income for the administration
segment is the result of two factors. First, net interest
income excluding internal funding reserves decreased by
$29.8 million, which was the direct result of decreasing
the average investment portfolio by $496.8 million.
Offsetting this decrease was an increase in internal
funding revenues from other segments of $15.0 million.
This increase in internal funding can be attributed to net
asset growth within the segments for 2005. Secondly, an
additional allocation to the allowance for loan losses
related to Hurricane Katrina increased the provision for
loan losses by $9.8 million. Because of the significance

of this single item and the potential impact to
performance thresholds utilized in Trustmark’s incentive
programs, Management determined that this item
would not be considered as an additional provision for
loan losses of the general banking division and would
be charged to the administrative division due to its
unusual nature.

The 2004 increase in administration's net income of
$3.3 million is the result of two factors. The primary
factor in this growth was an increase in net interest
income of $19.3 million resulting from a strategic
change to internal funding charges for other segments
offset by a reduction in interest income on the
investment portfolio. This was offset by a $4.6 million
loss recognized on the sale of investment securities in
2004 compared to a gain of $12.2 million in 2003.

Liquidity

Liquidity is the ability to meet asset funding
requirements and operational cash outflows in a timely
manner, in sufficient amount and without excess cost.
Consistent cash flows from operations and adequate
capital provide internally generated liquidity.
Furthermore, Management maintains funding capacity
from a variety of external sources to meet daily funding
needs, such as those required to meet deposit
withdrawals, loan disbursements and security
settlements. Liquidity strategy also includes the use of
wholesale funding sources to provide for the seasonal
fluctuations of deposit and loan demand and the
cyclical fluctuations of the economy that impact the
availability of funds. Management keeps excess funding
capacity available to meet potential demands associated
with adverse circumstances.

The primary source of liquidity on the asset side of the
balance sheet are maturities and cash flows from both
loans and securities, as well as the ability to sell certain
loans and securities. Liquidity on the liability side of the
balance sheet is generated primarily through growth in
core deposits. To provide additional liquidity, Trustmark
utilizes economical short-term wholesale funding
arrangements for federal funds purchased and securities
sold under repurchase agreements in both regional and
national markets. At December 31, 2005, Trustmark
estimated gross fed funds borrowing capacity at $1.392
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billion, compared to $1.137 billion at December 31,
2004. In addition, Trustmark maintains a borrowing
relationship with the FHLB, which provided $475.0
million in short-term advances and $5.7 million in long-
term advances at December 31, 2005, compared with
$650.0 million in short-term advances and $180.9
million in long-term advances at December 31, 2004.
These advances are collateralized by a blanket lien on
Trustmark’s single-family, multi-family, home equity and
commercial mortgage loans. Under the existing
borrowing agreement, Trustmark has $1.284 billion
available in unused FHLB advances. Another borrowing
source is the Federal Reserve Discount Window
(Discount Window). At December 31, 2005, Trustmark
had approximately $558.4 million available in collateral
capacity at the Discount Window from pledges of auto
loans and securities, compared with $597.5 million
available at December 31, 2004. In September 2004,
Trustmark entered into a two-year revolving credit
arrangement enabling borrowings of up to $50.0
million, subject to certain financial covenants. At
December 31, 2005, Trustmark was in compliance with
all financial covenants and had borrowings on this line
of credit that totaled $11.0 million.

During 2003, Trustmark filed a registration statement
on Form S-3 with the Securities and Exchange
Commission (SEC) utilizing a “shelf” registration
process. Under this shelf process, Trustmark may offer
from time to time any combination of securities
described in the prospectus in one or more offerings up
to a total amount of $200 million. The securities
described in the prospectus include common and
preferred stock, depositary shares, debt securities, junior
subordinated debt securities and trust preferred
securities. Net proceeds from the sales of the offered
securities may be used to redeem or repurchase
outstanding securities, repay outstanding debt, finance
acquisitions of companies and other assets and provide
working capital.

The Board of Directors currently has the authority to
issue up to 20 million preferred shares with no par
value. The ability to issue preferred shares in the future
will provide Trustmark with additional financial and
management flexibility for general corporate and
acquisition purposes. At December 31, 2005, no such
shares have been issued.
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Liquidity position and strategy are reviewed regularly by
the Asset/Liability Committee and continuously adjusted in
relationship to Trustmark’s overall strategy. Management
believes that Trustmark has sufficient liquidity and capital
resources to meet presently known cash flow requirements
arising from ongoing business transactions.

Capital Resources

At December 31, 2005, Trustmark’s shareholders’
equity was $741.5 million, a decrease of $8.9 million,
or 1.2%, from its level at December 31, 2004. This
decrease is primarily related to dividends of $45.8
million, shares repurchased at a cost of $60.9 million
and a net increase in accumulated other comprehensive
loss of $9.4 million being offset by net income of
$103.0 million for 2005. Management will continue to
hold sufficient capital to provide for growth
opportunities, protect the balance sheet against sudden
adverse market conditions and maintain an attractive
return on equity to shareholders.

Common Stock Repurchase Program

At December 31, 2005, Trustmark had remaining
authorization for the repurchase of up to 3.6 million
shares of its common stock. In October 2005, the Board
of Directors authorized the repurchase of up to an
additional 5%, or approximately 2.8 million shares, of
the Corporation’s common stock. Collectively, the
capital management plans adopted by Trustmark since
1998 have authorized the repurchase of 24.3 million
shares of common stock. Pursuant to these plans,
Trustmark has repurchased approximately 20.7 million
shares for $460.4 million, including 181 thousand
shares during the fourth quarter of 2005 and 2.2
million shares for the year ended December 31, 2005.

Dividends

Dividends for the year ended December 31, 2005, were
$0.81 per share, increasing 5.2% when compared with
dividends of $0.77 per share for the prior year. During
October 20035, the Board of Directors of Trustmark
announced a 5.0% increase in its regular quarterly
dividend to $0.21 per share from $0.20 per share. The
Board declared the dividend payable on December 15 to
shareholders of record as of December 1, 2005. This
action raises the indicated annual dividend rate to $0.84
per share from $0.80 per share.
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Regulatory Capital Table
($ in thousands)

December 31, 2005

Actual Regulatory

Minimum Regulatory

Minimum Regulatory Provision to be

Capital Capital Required Well Capitalized
Amount Ratio Amount Ratio Amount Ratio

Total Capital (to Risk Weighted Assets)

Trustmark Corporation . ......... $ 657,103 10.78% $ 487,546 8.00% n/a n/a

Trustmark National Bank . . . ... ... 630,645 10.52% 479,743 8.00% $ 599,678 10.00%
Tier 1 Capital (to Risk Weighted Assets)

Trustmark Corporation . ......... $ 580,918 9.53% ' $ 243,773  4.00% n/a n/a

Trustmark National Bank .. ...... 556,571 9.28% 239,871 4.00% $ 359,807 6.00%
Tier 1 Capital (to Average Assets)

Trustmark Corporation . ......... $ 580,918 719% § 242,419  3.00% n/a n/a

Trustmark National Bank . . . ... ... 556,571 7.02% 237,983 3.00% $ 396,638 5.00%

Regulatory Capital

Trustmark and TNB are subject to minimum capital
requirements, which are administered by various
federal regulatory agencies. These capital requirements,
as defined by federal guidelines, involve quantitative
and qualitative measures of assets, liabilities and
certain off-balance sheet instruments. Failure to meet
minimum capital requirements can initiate certain
mandatory, and possibly additional discretionary,
actions by regulators that, if undertaken, could have a
direct material effect on the financial statements of
both Trustmark and TNB. Trustmark aims not only to
exceed the minimum capital standards but also the
well-capitalized guidelines for regulatory capital.
Management believes, as of December 31, 2005, that
Trustmark and TNB have met or exceeded all of the
minimum capital standards for the parent company
and its primary banking subsidiary as established by
regulatory requirements. At December 31, 2005, the
most recent notification from the Office of the
Comptroller of the Currency (OCC), TNB’s primary
federal banking regulator, categorized TNB as well
capitalized. To be categorized in this manner, TNB
must maintain minimum total risk-based, Tier 1 risk-
based and Tier 1 leverage ratios (defined in applicable
regulations) as set forth in the accompanying table.
There are no significant conditions or events that have
occurred since the OCC’s notification that
Management believes have affected TNB’s present
classification.

Earning Assets

Earning assets serve as the primary revenue streams for
Trustmark and are comprised of securities, loans,
federal funds sold and securities purchased under resale
agreements. At December 31, 2005, earning assets were
$7.507 billion, or 89.5% of total assets, compared with
$7.235 billion, or 89.8% of total assets at December
31, 2004, an increase of $272.6 million, or 3.8%.

Securities

Interest-bearing investment securities are held to provide
a stable alternative source of interest income and to
collateralize public deposits and repurchase agreements.
Trustmark’s portfolio of investment securities also
supports liquidity and profitability strategies and may
be used to offset potential market risks in the various
financial reporting segments. The primary objective of
the investment portfolio is to make an adequate
contribution to net interest income. Management
evaluates this contribution in relation to potential
adverse market value risk that may impact strategic
flexibility, liquidity or future earnings. During the
fourth quarter of 2004, Management implemented a
strategy of exiting certain assets and reducing balances
of funding sources that would bear the highest costs in
a rising interest rate environment. This strategy is
illustrated by the sale of $304 million in mortgage-
related and U. S. Treasury securities during the fourth
quarter of 2004, which generated losses of $4.7 million
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and continued during the second quarter of 2005, when
Trustmark sold $256 million in U. S. Government
Agency and U. S. Treasury securities, which incurred
losses of $4.0 million. The average maturity of these
securities was 2.14 years with an average book yield of
2.94%. Management believes projected funding costs to
carry these investments to their remaining maturities may
have generated a greater negative margin impact than
the actual losses incurred at sale. Proceeds from sales
were used to reduce balances of higher-cost funding
sources and as a funding source for loan growth.
During 2005, Trustmark continued to deemphasize the
holding of investment securities as seen by the decrease
in overall balance of $380.4 million, or 22.2%, when
compared to December 31, 2004. Trustmark intends to
maintain lower balances in investment securities and
reduce dependency on wholesale funding until market
conditions provide more attractive opportunities.

The securities portfolio can serve as a powerful tool that
Management uses to control exposure to interest rate
risk. Interest rate risk can be adjusted by altering both
the duration of the portfolio and the balance of the
portfolio. Trustmark has maintained a strategy of
offsetting potential exposure to higher interest rates by
keeping both the duration and the balances of
investment securities at relatively low levels. The
estimated duration of the portfolio was 2.50 years at
December 31, 20035, as compared to 2.47 years at
December 31, 2004.

AFS securities are carried at their estimated fair value
with unrealized gains or losses recognized, net of taxes, in
accumulated other comprehensive loss, a separate
component of shareholders’ equity. At December 31,
2005, AFS securities totaled $1.042 billion, which
represented 77.9% of the securities portfolio, compared
to $1.580 billion, or 92.0%, at December 31, 2004. At
December 31, 20035, unrealized losses on AFS securities
of $16.4 million, net of $6.3 million of deferred income
taxes, were included in accumulated other comprehensive
loss, compared with unrealized losses of $2.2 million, net
of $841 thousand in deferred income taxes, at December
31, 2004. At December 31, 2005, AFS securities
consisted of U.S. Treasury securities, obligations of states
and political subdivisions, mortgage related securities,
corporate securities and other securities, primarily Federal
Reserve Bank and FHLB stock.
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Held to maturity (HTM) securities are carried at
amortized cost and represent those securities that
Trustmark both intends and has the ability to hold to
maturity. At December 31, 2005, HTM securities totaled
$294.9 million and represented 22.1% of the total
portfolio, compared with $136.8 million, or 8.0%, at
the end of 2004.

During the third quarter of 2005, Trustmark moved $4.5
million in book value of held to maturity (HTM)
securities to available for sale (AFS) as allowed by
paragraph 8 of SFAS No. 115, “Accounting for Certain
Investments in Debt and Equity Securities.” These
securities were general obligation municipal bonds issued
by seven different entities along the Mississippi Gulf
Coast that incurred serious damage by Hurricane
Katrina. These entities are facing severe fiscal and
economic strain, which has resulted in a material
deterioration in their financial stability, at least in the
short-term. Transferring these securities to AFS has
provided a more transparent impact of the current value
of the bonds in Trustmark’s consolidated financial
statements, which has given Management more
flexibility in managing the exposure to these entities as
additional information emerges on their
creditworthiness.

Management continues to focus on asset quality as one
of the strategic goals of the securities portfolio, which is
evidenced by the investment of approximately 84% of
the portfolio in U.S. Treasury, U.S. Government agencies
obligations and other AAA rated securities.

Loans and Allowance for Loan Losses

Loans and loans held for sale represented 80.5% of
earning assets at December 31, 2005, compared with
75.1% at December 31, 2004. At December 31, 20035,
loans totaled $5.893 billion, a 10.6% increase from its
level of $5.330 billion at December 31, 2004, due in
part to growth in Trustmark’s Florida Gulf Coast,
Houston offices, Dealer Services, Residential Real Estate
and Corporate Lending portfolios.

Trustmark makes loans in the normal course of business
to certain directors, including their immediate families
and companies in which they are principal owners. Such
loans are made on substantially the same terms,
including interest rates and collateral, as those prevailing



Management’'s Discussion and Analysis

at the time for comparable transactions with unrelated
persons and do not involve more than the normal risk of
collectibility at the time of the transaction.

The allowance for loan losses is established through
provisions for estimated loan losses charged against
earnings. The allowance for loan losses is maintained at
a level believed adequate by Management, based on
estimated probable losses within the existing loan
portfolio. Trustmark’s allowance for loan loss
methodology is based on guidance provided by the SEC
Staff Accounting Bulletin No. 102, “Selected Loan Loss
Allowance Methodology and Documentation Issues,” as
well as other regulatory guidance. Accordingly,
Trustmark’s methodology is based on historical loss
experience by type of loan and internal risk rating,
homogeneous risk pools and specific allocations, with
adjustments considering current economic events and
conditions.

The allowance for loan losses consists of three elements:
(i) specific valuation allowances established for probable
losses on specific loans; (ii) historical valuation
allowances calculated based on historical loan
experience for similar loans with similar characteristics
and trends and (iii) unallocated general valuation
allowances determined based on general economic
conditions and other qualitative risk factors, both
internal and external, to Trustmark.

In an effort to estimate the loss of collateral value and
customer payment abilities, Trustmark identified
customers specifically impacted by Hurricane Katrina.
As a result of customer surveys, collateral inspections
and review of risk characteristics, Trustmark increased
its allowance for loan losses through provision for loan
losses by $9.8 million on a pre-tax basis. Specifically,
$3.5 million and $1.5 million have been allocated for
losses due to collateral impairment on 1-4 residential
mortgages and consumer loans, respectively. General
reserves of $4.8 million for consumer and commercial
loans have been allocated for losses due to economic
disruption caused by the storm. These charges are based
on Management’s estimates, assumptions and judgments
based on information available as of the date of the
consolidated financial statements; accordingly, as this
information changes, actual results could differ from
these estimates.

At December 31, 2003, the allowance for loan losses
was $76.7 million compared with $64.8 million at
December 31, 2004, an increase of $11.9 million,
primarily resulting from an additional provision for
loan losses of $9.8 million related to the impact of
Hurricane Katrina on affected Trustmark loan
customers. The allowance represented 1.30% of total
loans outstanding at December 31, 2005, compared to
1.21% at December 31, 2004. As of December 31,
2005, Management believes that the allowance for loan
losses provides adequate protection for probable losses
in the loan portfolio.

Net charge-offs for 2005 totaled $7.6 million compared
to $6.5 million in 2004 and $10.3 million in 2003.
Trustmark’s loan policy dictates the guidelines to be
followed in determining when a loan is charged-off.
Commercial purpose loans are charged-off when a
determination is made that the loan is uncollectible and
continuance as a bankable asset is not warranted.
Consumer loans secured by residential real estate are
generally charged-off when the credit becomes severely
delinquent, and the balance exceeds the fair value of the
property less costs to sell. Other consumer purpose
loans, including both secured and unsecured, are
generally charged-off in full no later than when the loan
becomes 120 days past due. Credit card loans are
generally charged-off in full when the loan becomes 180
days past due.

Trustmark's lending policies have resulted in consistently
sound asset quality. One measure of asset quality in the
financial services industry is the level of nonperforming
assets. The details of Trustmark’s nonperforming assets
at December 31, 2005, and December 31, 2004, are
shown in the accompanying table.
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Nonperforming Assets
($ in thousands)
December 31,

2005 2004

Nonaccrual and restructured

loans . ................. $28914 § 21,864
Other real estate (ORE) . . ... .. 4,107 5,615

Total nonperforming assets. . . . $ 33,021 $ 27,479
Accruing loans past due

90 daysormore. . .. ....... $ 2,719 § 5,284
Serviced GNMA loans

eligible for repurchase. . . .. .. 22,769 -

$25488 § 5,284

Nonperforming assets/total

loansand ORE . .......... 0.56% 0.51%

Total nonperforming assets increased $5.5 million, or
20.2%, during 2005. The increase from December 31,
2004, is primarily attributable to a single commercial
credit of approximately $13.7 million, of which $12.4
million remained on nonaccrual at December 31, 2005.
The allowance coverage of nonperforming loans was
265.24% at December 31, 2005. Loans held for sale
past due 90 days or more include $22.8 million in loans
serviced by Trustmark and fully guaranteed by the
Government National Mortgage Association that are
eligible for repurchase.

Other Earning Assets

Federal funds sold and securities purchased under
reverse repurchase agreements were $130.1 million at
December 31, 20035, an increase of $43.9 million when
compared with December 31, 2004. Trustmark utilizes
these products as a short-term investment alternative
whenever it has excess liquidity.

Deposits And Other Interest-Bearing Liabilities

Trustmark’s deposit base is its primary source of
funding and consists of core deposits from the
communities served by Trustmark. Deposits include
interest-bearing and noninterest-bearing demand
accounts, savings, money market, certificates of deposit,
individual retirement accounts and brokered CDs. Total
deposits were $6.283 billion at December 31, 2005,
compared with $5.450 billion at December 31, 2004,
an increase of $832.7 million, or 15.3%. Noninterest-
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bearing deposits have increased $201.3 million during
20035, while interest-bearing deposits have increased
$631.3 million during the same time period.
Management has continued to focus on increasing core
deposit relationships under attractive terms as a tool to
fuel growth throughout Trustmark’s four-state banking
franchise. At December 31, 2005, brokered CDs totaled
$182.0 million, a decrease of $41.7 million when
compared to December 31, 2004. Trustmark will
continue to utilize a brokered CD program to provide
additional deposit funding.

Trustmark uses short-term borrowings and long-term
FHLB advances to fund growth of earning assets in
excess of deposit growth. Short-term borrowings consist
of federal funds purchased, securities sold under
repurchase agreements, short-term FHLB advances and
the treasury tax and loan note option account. Short-
term borrowings totaled $1.268 billion at December 31,
2003, a decrease of $329.6 million, compared with
$1.598 billion at December 31, 2004. Long-term FHLB
advances totaled $5.7 million at December 31, 2005, a
decrease of $175.2 million from December 31, 2004.
On a consolidated basis, total borrowings have
decreased $504.8 million when compared to December
31, 2004, as Trustmark utilized liquidity from the sale
and maturity of securities to reduce Trustmark’s
dependency on wholesale funding products.

Legal Environment

Trustmark and its subsidiaries are parties to lawsuits
and other claims that arise in the ordinary course of
business. Some of the lawsuits assert claims related to
the lending, collection, servicing, investment, trust and
other business activities, and some of the lawsuits allege
substantial claims for damages. The cases are being
vigorously contested. In the regular course of business,
Management evaluates estimated losses or costs related
to litigation, and provision is made for anticipated
losses whenever Management believes that such losses
are probable and can be reasonably estimated. In recent
years, the legal environment in Mississippi has been
considered by many to be adverse to business interests,
with regards to the overall treatment of tort and
contract litigation as well as the award of punitive
damages. However, tort reform legislation that became
effective during recent years may reduce the likelihood
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of unexpected, sizable awards. At the present time,
Management believes, based on the advice of legal
counsel and Management’s evaluation, that the final
resolution of pending legal proceedings will not have a
material impact on Trustmark’s consolidated financial
position or results of operations; however, Management
is unable to estimate a range of potential loss on these
matters because of the nature of the legal environment
in states where Trustmark conducts business.

Benefit Plans

Pension Plan

As disclosed in Note 14 — Pension and Other
Postretirement Benefits of the accompanying Notes to
the Consolidated Financial Statements, Trustmark
maintains a noncontributory defined pension plan,
which covers substantially all associates with more than
one year of service. The plan provides benefits that are
based on the length of credited service and final average
compensation.

At December 31, 2005, the fair value of plan assets
totaled $72.4 million and exceeded the plan
accumulated benefit obligation of $70.7 million by $1.7
million. Net periodic pension cost equaled $2.9 million
in 2005 compared to $2.0 million in 2004 and $4.2
million in 2003. Effective January 1, 2004, the Board of
Directors adopted amendments which decreased
retirement benefits under the plan to ensure the plan
will continue to provide meaningful benefits for
associates, while maintaining a consistent and
affordable trend in the plan’s cost. These amendments
reduced the net periodic pension expense for 2004 by
$2.3 million. Pension costs for 2003 reflect an increase
of $2.4 million for an early retirement program that
was accepted by 116 associates.

The fair value of plan assets is determined utilizing
current market quotes, while the accumulated benefit
obligation and periodic pension costs are determined
utilizing actuarial methodology with certain weighted-
average assumptions. The discount rate for the pension
plan is determined using the Moody’s Aa corporate
bond rate plus 0.25%, not to increase or decrease more
than 0.50% from the prior year. These assumptions,
which have been chosen to individually represent the
estimate of a particular event as required by generally

accepted accounting principles, have been reviewed and
approved by Management based on recommendations
from its actuaries.

Trustmark’s pension plan has historically performed
well and has remained fully funded. Management and
the Board of Directors elected to make plan
contributions of $11 million in 2004 and $10 million in
2003 to keep the plan in a funded status. No
contributions were required during 2005. In 2006,
Trustmark’s minimum required contribution is expected
to be zero; however, Management and the Board of
Directors will monitor the plan throughout 2006 and
determine any funding requirements by the plan’s
measurement date of October 31, 2006.

Supplemental Retirement Plan

Also, disclosed in Note 14 — Pension and Other
Postretirement Benefits of the accompanying Notes to
the Consolidated Financial Statements, Trustmark
maintains a nonqualified supplemental retirement plan
covering directors who elect to defer fees, key executive
officers and senior officers. The plan provides for
defined death benefits and/or retirement benefits based
on a participant’s covered salary. Trustmark has
acquired life insurance contracts on the participants
covered under the plan, which are anticipated to fund
future payments under the plan.

At December 31, 20035, the accrued benefit obligation
equaled $29.6 million, while the net periodic benefit
cost equaled $3.3 million in 2005, $3.8 million in 2004
and $2.4 million in 2003. The net periodic benefit cost
and projected benefit obligation are determined using
actuarial assumptions as of the plan’s measurement
date, December 31st. The discount rate for the
supplemental retirement plan is determined using the
Moody’s Aa corporate bond rate plus 0.25%, not to
increase or decrease more than 0.50% from the prior
year. A reduction in the discount rate was the primary
factor in actuarial losses of $1.1 million and $5.1
million during 2005 and 2004, respectively. During
2004, cumulative changes in benefit levels for prior
service gave rise to prior service cost of $2.3 million. At
December 31, 20035, the unrecognized actuarial loss of
$5.1 million and unrecognized prior service cost of $2.0
million will be amortized over future service periods.
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Contractual Obligations

Trustmark is obligated under certain contractual arrangements. The amount of payments due under those obligations is

shown below ($ in thousands):

Less than One to Three  Three to Five After
One Year Years Years Five Years Total
FHLB advances . . .. ............ $ 475,031 § 4136 $ 1,590 § - $ 480,757
Operating lease obligations . . ... ... 2,148 2,586 1,004 1,286 7,024
Time deposits . .. .............. 1,875,296 353,061 43,119 108 2,271,584
Securities sold under
repurchase agreements . ....... 314,064 - - - 314,064
Term federal funds purchased. . . .. .. 188,000 - - - 188,000
Total .............. ... $2,854,539 § 359,783 § 45,713  § 1,394  $3,261,429

Off-Balance Sheet Arrangements

Trustmark makes commitments to extend credit and
issues standby and commercial letters of credit in the
normal course of business in order to fulfill the
financing needs of its customers. These loan
commitments and letters of credit are off-balance sheet
arrangements.

Commitments to extend credit are agreements to lend
money to customers pursuant to certain specified
conditions. Commitments generally have fixed
expiration dates or other termination clauses. Since
many of these commitments are expected to expire
without being drawn upon, the total commitment
amounts do not necessarily represent future cash
requirements. Trustmark applies the same credit policies
and standards as it does in the lending process when
making these commitments. The collateral obtained is
based upon the assessed creditworthiness of the
borrower. At December 31, 2005 and 2004, Trustmark
had commitments to extend credit of $1.7 billion and
$1.4 billion, respectively.

Standby and commercial letters of credit are conditional
commitments issued by Trustmark to insure the
performance of a customer to a third party. When
issuing letters of credit, Trustmark uses essentially the
same policies regarding credit risk and collateral which
are followed in the lending process. At December 31,
2005 and 2004, Trustmark’s maximum exposure to
credit loss in the event of nonperformance by the other
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party for letters of credit was $112.8 million and
$104.0 million, respectively. These amounts consist
primarily of commitments with maturities of less than
three years. Trustmark holds collateral to support
certain letters of credit when deemed necessary.

Asset/Liability Management

Overview

Market risk is the risk of loss arising from adverse
changes in market prices and rates. Trustmark has risk
management policies to monitor and limit exposure to
market risk. Trustmark’s market risk is comprised
primarily of interest rate risk created by core banking
activities. Interest rate risk is the risk to net interest
income represented by the impact of higher or lower
interest rates. Management continually develops and
applies cost-effective strategies to manage these risks.
The Asset/Liability Committee sets the day-to-day
operating guidelines, approves strategies affecting net
interest income and coordinates activities within policy
limits established by the Board of Directors. A key
objective of the asset/liability management program is to
quantify, monitor and manage interest rate risk and to
assist Management in maintaining stability in the net
interest margin under varying interest rate
environments.

Market/Interest Rate Risk Management

The primary purpose in managing interest rate risk is to
invest capital effectively and preserve the value created
by the core banking business. This is accomplished
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through the development and implementation of
lending, funding, pricing and hedging strategies
designed to maximize net interest income performance
under varying interest rate environments subject to
specific liquidity and interest rate risk guidelines.

The primary tool utilized by the Asset/Liability
Committee is a third-party modeling system, which is
widely accepted in the financial institutions industry.
This system provides information used to evaluate
exposure to interest rate risk, project earnings and
manage balance sheet growth. This modeling system
utilizes the following scenarios in order to give
Management a method of evaluating Trustmark’s
interest rate, basis and prepayment risk under different
conditions:

% Rate shocked scenarios of up-and-down 100, 200
and 300 basis points.

% Yield curve twist of +/- two standard deviations of
the change in spread of the three-month Treasury
bill and the 10-year Treasury note yields.

% Basis risk scenarios where federal funds/LIBOR

spread widens and tightens to the high and low

spread determined by using two standard
deviations.

Prepayment risk scenarios where projected

prepayment speeds in up-and-down 200 basis

point rate scenarios are compared to current
projected prepayment speeds.

K2
0‘0

Based on the results of the simulation models using
static balances at December 31, 2003, it is estimated
that net interest income may increase 3.6% in a one-
year, shocked, up 200 basis point rate shift scenario,
compared to a base case, flat rate scenario for the same
time period. This minor change in forecasted net
interest income illustrates Management’s strategy to
mitigate Trustmark’s exposure to cyclical increases in
rates by maintaining a neutral position in its interest
rate risk position. This projection does not contemplate
any additional actions Trustmark could undertake in
response to changes in interest rates. In the event of a
100 basis point decrease in interest rates, it is estimated
net interest income may decrease by 2.5%, while a 200
basis point decline in interest rates would yield an
estimated decrease in net interest income of 6.9%.
Management cannot provide any assurance about the

actual effect of changes in interest rates on net interest
income. The estimates provided do not include the
effects of possible strategic changes in the balances of
various assets and liabilities throughout 20035.
Management will continue to prudently manage the
balance sheet in an effort to control interest rate risk
and maintain profitability over the long term. For
additional information on interest rate sensitivity, please
see accompanying table.

Another component of interest rate risk management is
measuring the economic value-at-risk for a given change
in market interest rates. The economic value-at-risk may
indicate risks associated with longer term balance sheet
items that may not effect earnings at risk over shorter
time periods. Trustmark also uses computer-modeling
techniques to determine the present value of all asset
and liability cash flows (both on- and off-balance sheet),
adjusted for prepayment expectations, using a market
discount rate. The net change in the present value of the
asset and liability cash flows in the different market rate
environments is the amount of economic value at risk
from those rate movements. As of December 31, 2005,
the economic value of equity at risk for an
instantaneous 100 basis point shift in rates was no more
than 3.5% of the market value of Trustmark’s equity.

As part of Trustmark’s risk management strategy in the
mortgage banking area, various derivative instruments
such as interest rate lock commitments and forward
sales contracts are utilized. Rate lock commitments are
residential mortgage loan commitments with customers,
which guarantee a specified interest rate for a specified
period of time. Forward contracts are agreements to
purchase or sell securities or other money market
instruments at a future specified date at a specified price
or yield. Trustmark’s obligations under forward
contracts consist of commitments to deliver mortgage
loans, originated and/or purchased, in the secondary
market at a future date. These derivative instruments
are designated as fair value hedges. Trustmark’s off
balance sheet obligations under these derivative
instruments totaled $208.3 million at December 31,
20035, with a valuation adjustment of negative $474
thousand, compared to $204.6 million, with a valuation
adjustment of negative $293 thousand as of December
31, 2004.
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Trustmark utilizes an interest rate risk strategy that
includes caps and floors. The intent of utilizing these
financial instruments is to reduce the risk associated
with the effects of significant movements in interest
rates. Caps and floors, which are not designated as
hedging instruments for accounting purposes, are
options linked to a notional principal amount and an
underlying indexed interest rate. Exposure to loss on
these options will increase or decrease as interest rates
fluctuate. At December 31, 2005, Trustmark had
interest rate caps with notional amounts totaling $300.0
million and carrying values totaling $33 thousand.
These caps mature in September 2006 and are linked to
the three-month LIBOR with a strike rate of 6%.
Trustmark did not utilize any interest rate floor
contracts in either 2005 or 2004.

Another tool used for interest rate risk management is
interest rate swaps. Interest rate swaps are derivative
contracts under which two parties agree to make
interest payments on a notional principal amount. In a
generic swap, one party pays a fixed interest rate and
receives a floating interest rate, while the other party
receives a fixed interest rate and pays a floating interest
rate. During 2003, Trustmark initiated five separate
interest rate swaps with a total notional principal
amount of $125.0 million. These swaps were designated
as fair value hedges and were initiated by Trustmark to
mitigate the effects of further changes in the fair value
of specific noncallable, fixed rate advances from the
FHLB by agreeing to pay a floating interest rate tied to
LIBOR. During 2005, two of the swaps totaling $50.0
million matured while the remaining $75.0 million will
mature during the first quarter of 2006. As of December
31, 2005, these swap contracts had carrying values
totaling negative $214 thousand compared to negative
$1.1 million as of December 31, 2004.

Recent Pronouncements

Financial Accounting Standards Board (FASB) Staff
Position (the FSP) No. FAS 115-1 and FAS 124-1, "The
Meaning of Other-Than-Temporary Impairment and Its
Application to Certain Investments,"
November 2005 and addresses the determination of
when an investment is considered impaired, whether the
impairment is other than temporary and how to

was issued in

measure an impairment loss. The FSP also addresses
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accounting considerations subsequent to the recognition
of an other-than-temporary impairment on a debt
security and requires certain disclosures about
unrealized losses that have not been recognized as other-
than-temporary impairments. The FSP replaces the
impairment guidance in Emerging Issues Task Force
(EITF) Issue No. 03-1 with references to existing
authoritative literature concerning other-than-temporary
determinations. Under the FSP, losses arising from
impairments deemed to be other-than-temporary must
be recognized in net income equal to the entire
difference between the security's cost and its fair value
at the financial statement date, without considering
partial recoveries subsequent to that date. The FSP also
requires that an investor recognize an other-than-
temporary impairment loss when a decision to sell a
security has been made, and the investor does not
expect the fair value of the security to fully recover
prior to the expected time of sale. The FSP is effective
for reporting periods beginning after December 15,
20035. The effects of this statement are not expected to
have a material impact on Trustmark’s statement of
position or results of operations.

In May 20035, the FASB issued SFAS No. 154,
“Accounting Changes and Error Corrections.” SFAS
No. 154 is a replacement of APB No. 20, “Accounting
Changes” and FASB Statement No. 3, “Reporting
Accounting Changes in Interim Financial Statements.”
SFAS No. 154 establishes, unless impracticable,
retrospective application as the required method for
reporting a change in accounting principle in the
absence of explicit transition requirements specific to
the newly adopted accounting principle. This statement
applies to voluntary changes in accounting principles as
well as changes required by an accounting
pronouncement that provides no specific transition
provisions. This statement is effective for accounting
changes and corrections of errors made in fiscal years
beginning after December 15, 2005. The effects of this
statement are not expected to have a material impact on
Trustmark’s statement of position or results of
operations.

In December 2004, the FASB issued a revision of SFAS
No. 123 (SFAS No. 123r), “Share-Based Payment.” This
statement revises SFAS No. 123, “Accounting for Stock-
Based Compensation,” and supersedes APB Opinion
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No. 25, “Accounting for Stock Issued to Employees.”
SFAS No. 123r establishes standards for the accounting
for transactions in which a company exchanges equity
instruments for goods or services. This statement
requires companies to measure the cost of employee
services received in exchange for an award of equity
instruments based on the grant-date fair value of the
award. As of the required effective date, public
companies using the fair-value-based method for
recognition or disclosure under SFAS No. 123 will
apply this statement using a modified version of
prospective application. Trustmark adopted the
provisions of SFAS No. 123, effective January 1, 2003;
therefore, Trustmark recognized compensation cost for
the portion of outstanding awards for which the
requisite service has not yet been rendered (unvested
awards). For public companies, this statement is
effective as of the beginning of the first annual reporting
period beginning after June 15, 20035. The effects of this
statement will not have a material impact on
Trustmark’s statement of position or results of
operations.
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Interest Rate Sensitivity Table

($ in thousands)
Estimated

December 31, 2005 2006 2007 2008 2009 2010 Thereafter Total Fair Value

Loans, Net

Fixed Rate . . . . ... $ 1,307,926 $ 738,744 § 600,399 $ 394,745 § 294,472 § 399,825 §$ 3,736,111 § 3,705,928
Average Int Rate . . . 6.06% 6.08% 6.25% 5.93% 6.08% 5.60% 6.02%

Floating Rate. . . . . . $ 1,216,065 $279,762 § 127,848 § 109,996 $§ 83,983 § 409,919 §$ 2,227,573 § 2,227,573
Average Int Rate . . . 7.44% 7.57% 7.77% 7.08% 6.94% 5.85% 7.15%

Investment Securities

Fixed Rate . . . . ... $ 319276 $ 294367 § 250,269 $ 132,083 § 141,097 § 199,130 $ 1,336,222 § 1,336,841
Average Int Rate . . . 3.62% 3.72% 4.08% 4.56% 4.70% 4.64% 4.09%

Floating Rate. . . . . . $ 133§ 86 § 58 9 43§ 35 % 79§ 434 $ 434
Average Int Rate . . . 5.80% 5.81% 5.80% 5.79% 5.62% 5.60% 5.75%

Other Earning Assets

Floating Rate . . . . . $ 130,115 - - - - - $ 130,115 $ 130,115
Average Int Rate . . . 4.07% - - - - - 4.07%

Interest-Bearing Deposits

Fixed Rate . . . .. .. $ 1,884,690 §$ 280,300 $ 63,423 § 25082 § 15212 § 98 $ 2,268,805 $ 2,278,563
Average Int Rate . . . 3.45% 3.51% 3.73% 3.73% 3.91% 4.18% 3.47%

Floating Rate. . . . . . $ 856,089 §$ 401,421 § 401,421 § 401,421 §$ 397,515 - $2457,867 $ 2,457,867
Average Int Rate . . . 1.52% 1.34% 1.34% 1.34% 1.34% - 1.40%

Other Interest-Bearing Liabilities

Fixed Rate . . . . ... $ 301,402 - $ 4136 § 1,590 - - $ 307,128 $ 307,090
Average Int Rate . . . 3.34% - 3.83% 4.20% - - 3.35%

Floating Rate. . . . . . $ 966,853 - - - - - § 966,853 § 966,853
Average Int Rate . . . 4.11% - - - - - 4.11%

Estimated

December 31, 2004 2005 2006 2007 2008 2009 Thereafter Total Fair Value

Loans, Net

Fixed Rate.. . . . . .. $ 1,210,967 §$ 733,752 § 532,846 § 378,360 §$ 223,081 $ 324,112 §$ 3,403,118 § 3,433,529
Average Int Rate . . . 5.71% 5.96% 5.96% 5.57% 5.59% 5.34% 5.74%

Floating Rate. . . . . . $ 1,062,686 §$ 177,914 § 155270 § 127,554 §$ 100,678 §$ 339,300 $ 1,963,402 $ 1,963,402
Average Int Rate . . . 5.23% 5.42% 5.50% 5.10% 5.01% 4.28% 5.08%

Investment Securities

Fixed Rate . . . . ... $ 357,567 $ 326,890 § 457,578 $ 297,787 $ 122,696 $ 154,050 $ 1,716,568 § 1,725,707
Average Int Rate . . . 2.97% 3.57% 3.34% 4.06% 4.54% 4.83% 3.65%

Floating Rate. . . . . . $ 107§ 84 § 67 $ 55 % 46 $ 140§ 499 § 499
Average Int Rate . . . 4.12% 4.08% 4.06% 4.00% 3.91% 3.95% 4.02%

Other Earning Assets

Floating Rate. . . . . . $§ 86,191 - - - - - $ 86,191 § 86,191
Average Int Rate . . . 2.20% - - - - - 2.20%

Interest-Bearing Deposits

Fixed Rate . . . . ... $ 1,389,085 $272,999 $ 121,059 $§ 27,154 § 24,973 § 278 $ 1,835,548 § 1,851,837
Average Int Rate . . . 2.03% 2.79% 3.79% 3.35% 3.71% 4.12% 2.32%

Floating Rate. . . . . . $ 835,475 $ 356,935 § 356,935 $ 356,935 $ 353,516 - $2259,796 $ 2,259,796
Average Int Rate . . . 0.79% 0.70% 0.70% 0.70% 0.70% - 0.73%

Other Interest-Bearing Liabilities

Fixed Rate . . .. ... $ 203,440 $ 95 - $ 4189 § 1,610 - $ 209334 $§ 211,384
Average Int Rate . . . 2.74% 5.32% - 3.83% 4.20% - 2.78%

Floating Rate. . . . . . $ 1,394,424 $ 175,000 - - - - §$1,569,424  § 1,569,424
Average Int Rate . . . 2.08% 3.56% - - - - 2.24%
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President Bank Officer (Retired) President Bank Officer (Retired)
Somerville Bank & Trust General Banking

Company

Charles E. Harvey
Farmer (Retired)

Trustmark National Bank

Graves Leggett
Owner
Graves Leggett Realty

John S. Wilder, Jr.
Long Town Gin & Supply
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Corporate Information

Corporate Headquarters
Trustmark Corporation

248 East Capitol Street

Jackson, MS 39201

Mailing Address
Post Office Box 291
Jackson, MS 39205

Internet Address
www.trustmark.com

Annual Meeting of Shareholders
Trustmark Corporation’s Annual Meeting
of Shareholders will be held on Tuesday,
May 9, 2006, at 10:00 a.m. at the Hilton
Hotel, 1001 East County Line Road,
Jackson, Mississippi.

Common Stock

Trustmark common stock is listed on the
NASDAQ National Market System and is
traded under the symbol TRMK.

Shareholder Services
The Stock Transfer Agent for Trustmark
Corporation’s stock is:

Trustmark National Bank
Corporate Trust Department
Post Office Box 291
Jackson, MS 39205

Shareholder address changes should be
submitted in writing to the Stock Transfer
Agent at the address noted above.

Shareholders who wish to receive
information regarding direct deposit of
dividends, consolidation of accounts

or obtaining an enrollment form for the
Trustmark Corporation Dividend
Reinvestment Program may contact the
Stock Transfer Agent at 800-416-9407
(extension 5990).
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Financial Publications

Additional copies of Trustmark’s
Annual Report, Form 10-K, quarterly
reports and other corporate publications
are available at www.trustmark.com or
upon request by writing or calling our
Investor Relations Department at
601-208-6898.

Investor Inquiries
Analyst and investor inquiries may be
directed to:

Joseph Rein

First Vice President
601-208-6898
jrein@trustmark.com

Zach Wasson

Executive Vice President
and Chief Financial Officer
601-208-6816
zwasson@trustmark.com

Media Inquiries
Media representatives seeking general
information should contact:

Gray Wiggers

Senior Vice President
601-208-5942
gwiggers@trustmark.com





