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Common Stock

($1.00 par value per share)

7.125% Non-cumulative Monthly Income Preferred Stock, Series A

($1.00 par value per share, $25.00 liquidation preference per share)

Securities Registered Pursuant to Section 12(g) of the Act: None

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days.

Indicate by check mark if disclosure of delinquent filings pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form

10-K or any amendment to this Form 10-K. ¥

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act).

As of July 31, 2002, Oriental Financial Group Inc. (the Group ) had 13,769,437 shares of common stock outstanding. The aggregate market value
of the common stock held by non-affiliates of the Group was $250.4 million based upon the reported closing price of $24.10 on the New York
Stock Exchange on that date.

Documents Incorporated By Reference

Portions of the Group s annual report to security holders for fiscal year 2002 are incorporated by reference in response to items 7 through 8 of
Part II.
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Portion of the Group s definitive proxy statement relating to the 2002 annual meeting of stockholders are incorporated by reference in response to
Items 10 through 13 of Part III.
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SELECTED FINANCIAL DATA
FIVE-YEAR PERIOD ENDED JUNE 30, 2002

(In thousands, except for per share data)

EARNINGS:

Interest income $
Interest expense
Net interest income

Provision for loan losses
Net interest income after provision for loan
losses

Non-interest income
Non-interest expenses
Income before taxes

Income tax benefit (expense)

Income before cumulative effect of change
in accounting principle

Cumulative effect of change in accounting
principle, net of tax

Net Income

Less: dividends on preferred stock
Net income available to common
shareholders $

PER SHARE AND DIVIDENDS DATA
1):

Basic EPS before cumulative effect of change
in accounting principle

Basic EPS after cumulative effect of change in
accounting principle

Diluted EPS before cummulative effect of
change in accounting principle

Diluted EPS after cumulative effect of change
in accounting principle

N -

Average shares and shares equivalents
Book value per common share
Market price at end of year

Dividends declared per common share

@H PH L F

Dividends declared on common share

(1) Per share related information has been retroactively adjusted to reflect stock splits and stock dividends, when applicable.

2002

141,695 $

82,695
59,000
2,117

56,883
31,250
48,962
39,171
(720)

38,451

38,451
(2,387)

36,064 $

2.63 $
2.63 $
2.50 $

2.50 $
14,402

9.66 $
25.36 $

0.60 $
7,840 $

2001

120,344 $
91,281
29,063

2,903

26,160
20,383
39,228
7,315
1,318

8,633

(164)
8,469
(2,387)

6,082 $

045 $
044 $
044 $

043 $
14,046

582 $
1727 $

0.55 $
7,533 $

2000

126,226 $
81,728
44,498

8,150

36,348
23,674
40,348
19,674
(108)

19,566

19,566
(2,387)

17,179 $

122 $
122 $
1.19 $

1.19 $
14,479

6.04 $
13.13 $

0.55 $
7,651 $

1999

107,809 $
64,775
43,034
14,473

28,561
33,953
35,610
26,904
(200)

26,704

26,704
(350)

26,354 $

1.84 $
1.84 $
1.76 $

1.76 $
14,996

5.86 $
2193 $

0.51 $
7,369 $

1998

96,940
58,046
38,894

9,545

29,349
27,244
34,634
21,959
(2,563)

19,396

19,396

19,396

1.33
1.33
1.26

1.26
15,343
6.82
25.15
0.37
5,442
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YEAR END BALANCES (as of June 30,):

Trust assets managed $
Broker-dealer assets gathered

Assets managed

Group bank assets

Total financial assets $

Investments and loans

Investments and securities $
Loans and leases (including loans
held-for-sale), net

Securities and loans sold but not yet
delivered

$
Deposits and Borrowings
Deposits $
Repurchase agreements
Other borrowings
Securities purchased but not yet
received

$
Stockholders equity
Preferred equity $
Common equity

$

Capital ratios
Leverage capital

Total risk-based capital
Tier 1 risk-based capital

SELECTED FINANCIAL
RATIOS AND OTHER
INFORMATION:

Return on average assets (ROA)
Return on average common equity
(ROE)

Equity-to-assets ratio

Efficiency ratio

Expense ratio

Interest rate spread

Number of financial centers

2002

1,382,268
1,118,181
2,500,449
2,489,141
4,989,590

1,757,435
581,531

71,750
2,410,716

968,850
996,869
258,200

56,195
2,280,114

33,500
132,929
166,429

7.80%
22.10%
21.76%

1.67%

32.47 %

6.69 %

57.22%

1.04%

2.59%
21

2001

1,444,534
1,002,253
2,446,787
2,037,703
4,484,490

1,459,991
466,482

14,108
1,940,581

815,538
915,471
165,000

1,896,009

33,500
79,990
113,490

6.68 %
19.96 %
19.53%

0.49%

7.85%

5.57%

72.06 %

0.85%

1.52%
20

F-2

$

2000

1,456,500

914,900
2,371,400
1,851,214
4,222,614

1,179,484

600,878

1,780,362

735,041
816,493
156,500

1,708,034

33,500
84,369
117,869

7.49 %
29.29%
30.54%

1.15%

18.73%

6.37%

58.56 %

1.00%

2.43%
19

$

1999

1,380,200

885,800
2,266,000
1,580,800
3,846,800

946,411

568,711

1,515,122

672,258
596,226
174,900

1,443,384

33,500
82,798
116,298

8.30%
24.21%
22.95%

1.84%

24.41%

7.36%

53.38%

0.88%

2.94%
19

1998

1,310,000

741,400
2,051,400
1,301,400
3,352,800

706,535

541,750

1,248,285

579,352
416,171
189,388

1,184,911

99,240
99,240

7.70%
20.45%
21.68%

1.59%

20.41%

7.63%

57.75%

1.19%

3.17%
17
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SELECTED FINANCIAL DATA

Three-Year Periods Ended June 30, 2002

(Dollars in thousands)

TABLE 1 - FISCAL YEAR-TO-DATE ANALYSIS OF NET INTEREST INCOME AND CHANGES DUE TO

VOLUME/RATE

A. TAX
EQUIVALENT
SPREAD
Interest-earning
assets

Tax equivalent
adjustment
Interest-earning

assets tax equivalent

Interest-bearing
liabilities

Net interest income /
spread

B. NORMAL
SPREAD

Interest-earning
assets:

Investments:

Investment securities
Investment
management fees
Total investment
securities

Trading securities
Money market
investments and other

Loans (1):

Real estate (2)
Consumer
Financing leases (3)

Commercial

Interest-bearing
liabilities:

$

$

$

2002

141,695 $
28,171

169,866
82,695

87,171 $

93373 $
(1,535)

91,838
2,744

1,058
95,640

40,173
3,123
2
2,757
46,055

141,695

Interest
2001%*

120,344 $
35,226

155,570
91,281

64,289 $

75,172 $
(1,016)

74,156
2,735

4,691
81,582

32,970
3,008
409
2,375
38,762

120,344

2000*

126,226
24,786
151,012
81,728

69,284

68,070

68,070
2,269

510
70,849

25,986
16,612
10,579

2,200
55,377

126,226

2002

6.54%

1.30%

7.84%

3.95%

3.89%

6.06%

-0.10%

5.96%
6.66%

3.01%
5.91%

8.11%
14.49%
0.36%
8.80%
8.39%

6.54%

Average rate
2001*

7.17%
2.10%
9.27%
5.65%

3.62%

6.75%
-0.09%

6.66%
7.55%

5.97%
6.64 %

8.20%
15.41%
8.34%
10.36%
8.63%

7.17%

2000*

7.72%

1.52%

9.24%

5.27%

3.97%

6.66%

0.00%

6.66%
8.08%

6.29%
6.69 %

7.75%
13.27%
11.13%
10.44%

9.60%

7.72%

2002

$ 2,166,516

2,166,516
2,091,738

$ 74,778

$ 1,541,155

1,541,155
41,186

35,096
1,617,437

495,631
21,549
554
31,345
549,079

2,166,516

Average balance

$

$

$

2001*

1,677,786

1,677,786
1,614,893

62,893

1,113,667

1,113,667
36,223

78,630
1,228,520

401,916
19,517
4,907
22,926
449,266

1,677,786

$

$

$

2000*

1,635,098

1,635,098
1,551,200

83,898

1,022,261

1,022,261
28,098

8,109
1,058,468

335,353
125,199
95,012
21,066
576,630

1,635,098



Deposits:
Non-interest bearing
deposits
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Now Accounts 1,511 940 765
Savings 1,850 2,186 2,658
Time and IRA accounts 30,227 33,516 28,000
33,588 36,642 31,423
Borrowings:
Repurchase agreements 23,883 46,727 41,116
Interest rate risk
management 15,551 1,141
Financing fees 255 179
Total repurchase
agreements 39,689 48,047 41,116
FHLB funds and term
notes 8,306 6,592 9,189
Subordinated capital
notes 1,112
49,107 54,639 50,305
82,695 91,281 81,728
Net interest income /
spread 59,000 $ 29,063 $ 44,498
Interest rate margin
Excess of
interest-earning assets
over interest-bearing
liabilities
Interest-earning
assets over
interest-bearing
liabilities ratio
C. CHANGES IN NET INTEREST INCOME DUE TO !4 )e
Fiscal 2002 versus 2001
Volume Rate Total
Interest Income:
Loans (1) $ 8,399 $ (1,106) $ 7,293
Investments 23,724 (9,666) 14,058
32,123 (10,772) 21,351
Interest Expense:
Deposits 7,289 (10,343) (3,054)
Repurchase agreements 14,499 (22,857) (8,358)
Other borrowings 5,021 (2,195) 2,826
26,809 (35,395) (8,586)
Net Interest Income $ 5314 $ 24,623 $ 29,937

3.19%
2.30%
4.33%
3.85%

2.39%

1.56%
0.03%

3.98%

4.12%

5.95%
4.03 %

3.95%

2.59%

2.72%

4.29%
2.85%
5.89%
5.14%

5.91%

0.14%
0.02%

6.08%

5.90%

6.06 %

5.65%

1.52%

1.73%

3.77%
3.33%
5.41%
4.72%

5.77%

5.77%

5.33%

5.68 %

5.27%

2.45%

2.72%

$

$

$

48,190 44,571
47,364 21,928
80,400 76,658
697,546 569,415
873,500 712,572
998,069 790,498
998,069 790,498
201,469 111,823
18,700
1,218,238 902,321
2,091,738 1,614,893
74,778 $ 62,893 $
103.57% 103.89%
Fiscal 2001 versus 2000
Volume Rate
(11,380) $ 5,235) %
11,297 (564)
(83) (5,799)
2,293 2,926
4,626 2,305
(3,711) 1,114
3,208 6,345
(3291) $ (12,144) $

48,480
20,304
79,759

517,289

665,832

713,061

713,061

172,307

885,368

1,551,200

83,898

105.41%

Total

(16,615)
10,733
(5,882)

5219
6,931
(2,597)
9,553

(15,435)
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* Certain adjustments were made to conform figures to current period presentation.

(1) - Includes loans fees amounted to $1,768, $857 and $365 in fiscal 2002, 2001 and 2000, respectively. Average loans includes
non-accruing loans.

(2) - Real estate averages include loans held-for-sale.
(3) - Discontinued in June 2000.

(4) - The changes that are not due solely to volume or rate are allocated on the proportion of the change in each category.

F-3
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Selected Financial Data
Three-Year Period Ended June 30, 2002

(Dollars in thousands)

2002 2001 Variance % 2000
TABLE 2 - NON-INTEREST INCOME
SUMMARY:
Trust, money management, brokerage, insurance and
investment banking fees $ 13,848 $ 12,013 15.3% $ 12,046
Mortgage banking activities 8,748 8,794 -0.5% 6,387
Non-banking service revenues 22,596 20,807 8.6% 18,433
Fees on deposit accounts 2,721 2,162 25.9% 2,131
Bank service charges and commissions 1,757 1,654 6.2% 2,387
Other operating revenues 133 359 -63.0% 145
Bank service revenues 4,611 4,175 10.4% 4,663
Securities net activity (loss) 4,362 (1,175) 471.2% 1,202
Trading net activity (loss) 1,149 (484) 337.4% (382)
Derivatives net activity (loss) (1,997) (3,919) -49.0%
Securities, derivatives and trading activities 3,514 (5,578) 163.0% 820
Leasing revenues (discontinued June 2000) 65 -100.0% 956
Gain (loss) on sale of loans 104 914 -88.6% (1,198)
Gain on sale of premises and equipment 425 100.0%
Other revenues 529 979 -46.0% (242)
Total non-interest income $ 31,250 $ 20,383 53.3%$ 23,674
TABLE 3 - NON-INTEREST EXPENSES
SUMMARY:
Fixed compensation $ 11,531  $ 10,757 72% $ 11,683
Variable compensation 4,847 3,416 41.9% 4,015
Compensation and benefits (1) 16,378 14,173 15.6% 15,698
Stock option cancellation 800 1,499 -46.6%
Total Compensation and benefits 17,178 15,672 9.6 % 15,698
Occupancy and equipment 7,800 7,141 9.2% 6,417
Adpvertising and business promotion 6,717 4,298 56.3% 3,094

11
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Professional and service fees
Communications

Municipal and other general taxes
Insurance, including deposits insurance
Printing, postage, stationery and supplies
Other operating expenses (1)

Other non-interest expenses

Total non-interest expenses $

Relevant ratios and data (1):

Efficiency ratio

Expense ratio

Non-interest income to non-interest expenses ratio
Compensation to non-interest expenses (1)
Variable compensation to total compensation (1)
Compensation to total assets (1)

Average compensation per employee (annualized) $
Average number of full time employees

Bank assets per average number of employees $
Work force (2):

Banking operations
Trust operations
Brokerage operations
Insurance operations

Total work force

(1) Excludes non- cash stock options cancellation charges.

(2) Includes contracted services.

7,125
1,507
1,722
569
791
5,553
31,784

48,962 $

57.22%
1.04 %
63.83%
33.5%
29.6%
0.66 %

39 $

417

5969 $

359
24
12
30

425

F4

3,765
1,633
1,951
474
683
3,611
23,556

39,228

72.06%
0.85%
51.96%
36.1%
241%
0.70%
40
353
5,773

314
27
13
35

389

89.2%
-1.7%
-11.7%
20.0%
15.8%
53.8%
34.9%

24.8% $

3,216
1,681
1,920
469
826
7,027
24,650

40,348

58.56 %
1.00 %
58.67 %
38.9%
26.7%
0.85%
44
357
5,185

314
27
11

352

12
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SELECTED FINANCIAL DATA
As of June 30, 2002, 2001 and 2000

(Dollars in thousands)

TABLE 4 - BANK ASSETS
COMPOSITION:

Investments:

Mortgage-backed securities $
U.S. Government and agency obligations
P.R. Government and agency obligations
Other debt securities

Short-term investments

FHLB stock

Total investments

Loans:

Loans receivable

Allowance for loan losses

Loans receivable, net

Loans held for sale

Total loans receivable, net

Securities and loans sold but not yet delivered

Total securities and loans
Other assets
Total assets $

Investments portfolio composition percentages:
Mortgage-backed securities

U.S. and P.R. Government securities
FHLB stock, short-term investments and other debt
securities

June 30,
2002

1,673,131  $
3,481
52,706
9,765
1,032
17,320
1,757,435

575,210

(3,039)
572,171
9,360
581,531

71,750

2,410,716
78,425
2,489,141 $

95.2%
3.2%

1.6%
100.0%

F-5

June 30,
2001

1,339,219
36,657
8,481
9,288
51,074
15,272
1,459,991

445,768
(2,856)
442,912
23,570
466,482

14,108

1,940,581
97,122
2,037,703

91.7%
3.1%

5.2%
100.0%

Variance

%

24.9% $
-90.5%
521.5%
5.1%
-98.0%
13.4%
20.4%

29.0%
6.4%
29.2%
-60.3%
24.7%

408.6%
24.2%

-19.3%
22.2% $

June 30,
2000

881,996
236,101
17,515
9,215
23,511
11,146
1,179,484

426,927
(6,837)
420,090
180,788
600,878

1,780,362
70,852
1,851,214

74.8%
21.5%

3.7%
100.0%

13



Edgar Filing: ORIENTAL FINANCIAL GROUP INC - Form 10-K/A

SELECTED FINANCIAL DATA
Five-Year Period Ended June 30, 2002

(Dollars in thousands)

TABLE 5 - LOANS RECEIVABLE COMPOSITION:

2002
Real estate-mortgage, mainly residential $ 520,993 $
Consumer 22.077
Commercial, mainly real estate 41,205
Financing leases (1) 205
Total loans receivable 584,570
Allowance for loan losses (3,039)
Loans receivable, net $ 581,531 $
Loans portfolio composition percentages:
Real estate-mortgage, mainly residential 89%
Consumer 4%
Commercial, mainly real estate 7%
Financing leases 0%
Total loans receivable 100%

(1) Discontinued in June 2000.

2001

419,965 $
22,717
25,829

827

469,338
(2,856)

466,482 $

89%
5%
6%
0%

100%

F-6

2000

387,629 $
89,815
24,117
106,154
607,715
(6,837)
600,878 $

64%
15%
4%
17%
100%

1999

334,649 $
122,212
10,555
110,297
577,113
(9,002)
568,711 $

58%
21%
2%
19%
100%

1998

287,859
102,515
15,921
141,113
547,408
(5,658)
541,750

53%
19%
3%
26%
100%

14
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SELECTED FINANCIAL DATA

As of June 30, 2002, 2001 and 2000

(Dollars in thousands)

TABLE 6 - LIABILITIES SUMMARY

AND COMPOSITION:

Deposits:

Non-interest bearings deposits
Now accounts

Savings accounts

Time deposits and IRA accounts

Accrued interest

Borrowings:

Repurchase agreements
FHLB funds
Subordinated capital notes

Term notes

Securities purchased but not yet received
Total deposits, borrowings and securities

purchased but not yet delivered
Other liabilities
Total liabilities

Deposits portfolio composition percentages:

Non-interest bearing deposits
Now accounts

Savings Deposits

Time deposits and IRA accounts

Borrowings portfolio composition

percentages:

Repurchase agreements
FHLB funds
Subordinated capital notes

Term notes

Short term borrowings

2002

67,142 $
43,738
79,269
777,083
967,232
1,618
968,850

996,869
208,200
35,000
15,000
1,255,069

56,195

2,280,114
42,598
2,322,712 $

6.9%
4.5%
8.2%
80.4%
100.0%

79.4%
16.6%
2.8%
1.2%
100.0%

2001 %

46,743
26,107
78,703
661,701
813,254
2,284
815,538

915,471
105,000

60,000
1,080,471

1,896,009
28,204
1,924,213

5.7%
3.2%
9.7%
81.4%
100.0%

84.7%
9.7%
0.0%
5.6%

100.0%

2000
43.6% $ 43,332
67.5% 21,129
0.7% 77,818
17.4% 587,931
18.9% 730,210
-29.2% 4,831
18.8% 735,041
8.9% 816,493
98.3% 70,000
100.0%
-75.0% 86,500
16.2% 972,993
100.0%

20.3% 1,708,034
51.0% 25,311
20.7% $ 1,733,345

5.9%

2.9%

10.7%

80.5%

100.0%

83.9%

7.2%

0.0%

8.9%

100.0%

15
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Amount outstanding at year-end $ 996,869 $ 915,471 $ 816,493

Daily average outstanding balance $ 998,069 $ 790,498 $ 713,061

Maximum outstanding balance at any month-end $ 1,148,846 $ 955,745 $ 816,493

Weighted average interest rate:

For the year 3.98% 6.08% 5.77%

At year end 1.84% 4.12% 6.39%
F-7
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SELECTED FINANCIAL DATA
As of June 30, 2002, 2001 and 2000

(Dollars in thousands)

TABLE7 CAPITAL, DIVIDENDS AND
STOCK DATA:

Capital data:

Stockholders equity $
Leverage Capital (minimum required - 4.00%)

Total Risk-Based Capital (minimum required -

8.00%)

Tier 1 Risk-Based capital (minimum required -

4.00%)

Stock data:

Outstanding common shares, net of treasury

Book value (1) $
Market Price at end of year (1) $
Market capitalization $

Common dividend data:

Cash dividends declared $
Cash dividends declared per share $
Payout ratio

Dividend yield as of June 30

2002

166,429 $
7.80%

22.10%

21.76%

13,766
9.66 $
2536 $
349,093 $

7,840 $
0.60 $

22.81%
2.37%

2001

113,490
6.68%

19.96%

19.53%

13,757
5.82
17.27
237,620

7,533
0.55
124.74%

3.18%

%

46.6% $
16.8%

10.7%

11.4%

0.1%
65.8% $
46.8% $
46.9% $

4.1% $

9.1% $
-81.7%
-25.7%

(1) Data adjusted to give retroactive effect to the stock dividends declared on the Group s common stock.

2000

117,869
7.49%

29.29%

30.54%

13,967
6.04
13.13
183,316

7,651
0.55

45.03%
4.19%

The following provides the high and low prices and cash dividend per share of the Group s stock for each quarter of the last three fiscal

years. Common stock prices and dividend were adjusted to give retroactive effect to the stock dividends declared on the Group s

common stock.

Fiscal 2002:
June 30, 2002 $

High

Price

25.36 $

Low

1950 $

Cash
Dividend
Per share

0.1500
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March 31, 2002
December 31, 2001
September 30, 2001

Fiscal 2001:

June 30, 2001
March 31, 2001
December 31, 2000
September 30, 2000

Fiscal 2000:

June 30, 2000
March 31, 2000
December 30, 1999
September 30, 1999
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21.92
18.91
20.17

17.27
13.46
13.69
14.09

17.55
23.64
21.70
25.45

F-8

©®© LB L L

©®© LB LB L

16.18
16.06
15.18

11.68
11.59
10.00
10.62

11.98
16.14
17.90
19.55

@B H B LA

@hH BH B P

0.1500
0.1500
0.1500

0.1375
0.1375
0.1375
0.1375

0.1375
0.1375
0.1375
0.1375
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SELECTED FINANCIAL DATA
Five-Year Period Ended June 30, 2002

(Dollars in thousands)

2002 2001 2000 1999 1998

TABLES
ALLOWANCE
FOR LOAN
LOSSES
SUMMARY:
Beginning balance $ 2,856 $ 6,837 $ 9,002 $ 5,658 $ 5,408
Provision for loan losses 2,117 2,903 8,150 14,473 9,545
Net credit losses  see
Table 10 (1,934) (6,884) (10,315) (11,129) (9,295)
End balance $ 3,039 $ 2,856 $ 6,837 $ 9,002 $ 5,658
TABLE 9 -
ALLOWANCE
FOR LLOAN
LOSSES
BREAKDOWN:
Consumer $ 1,494 $ 1,318 $ 1,354 $ 4,186 $ 1,494
Commercial 285 419 376 461 207
Financing leases 74 303 4,519 4,282 3,838
Non-real estate 1,853 2,040 6,249 8,929 5,539
Real estate - mortgage 1,186 816 588 73 119

$ 3,039 $ 2,856 $ 6,837 $ 9,002 $ 5,658
(1) Includes loans held for sale.
Allowance composition
percentage:
Consumer 49.2% 46.1% 19.8% 46.5% 26.4%
Commercial 9.4% 14.7% 5.5% 5.1% 3.7%
Financing leases 2.4% 10.6% 66.1% 47.6% 67.8%
Non-real estate 61.0% 71.4% 91.4% 99.2% 97.9 %
Real estate mortgage 39.0% 28.6% 8.6% 0.8% 2.1%

100.0% 100% 100.0% 100.0% 100.0%
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Allowance coverage
ratio at end of year

Applicable to:
Real estate mortgage
Consumer
Commercial
Financing leases
Total loans

Other selected data and
ratios:

Recoveries to charge-off s
Allowance coverage ratio
to:

Non-performing loans
Non-real estate
non-performing loans
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0.23%
6.8%
0.7%

25.1%

0.52%

31.9%

15.1%

256.2%

0.19%
5.8%
1.6%

36.6%

0.61%

23.8%

16.9%

103.4%

F-9

0.15%
1.5%
1.6%
4.3%

1.13%

23.1%

40.5%

82.1%

0.02%
3.4%
4.4%
3.9%

1.56 %

17.6%

46.1%

92.2%

0.04%
1.5%
1.3%
2.7%

1.03%

19.1%

35.6%

61.3%

20



Edgar Filing: ORIENTAL FINANCIAL GROUP INC - Form 10-K/A

SELECTED FINANCIAL DATA
Five-Year Period Ended June 30, 2002

(Dollars in thousands)

TABLE 10 - NET CREDIT
LOSSES STATISTICS:

Real estate
Charge-offs
Recoveries

Consumer
Charge-offs
Recoveries

Leasing
Charge-offs

Recoveries

Commercial
Charge-offs
Recoveries

Overdraft
Charge-offs
Recoveries

Net credit losses
Total charge-offs
Total recoveries

Net credit losses (recoveries) to
average loans:

Real estate
Consumer
Leasing
Commercial
Total

Average loans (2):
Real estate

Consumer

2002

(30) $

(30)

(1,531)
438
(1,093)

(420)
297
(123)

42
42

(858)
128
(730)

(2,839)
905
1,934) $

0.01%
5.07%
22.20%
-0.13%
0.35%

495,631 $
21,549

2001

a7 $

(a7

(2,653)
1,182
(1,471)

(5,442)
736
(4,706)

(222)
58
(164)

(636)
170
(466)

(9,030)
2,146
(6,884) $

0.02%
7.54%
95.90%
0.72%
1.53%

401,916 $
19,517

2000

28 $

(28)

(7,803)
1,606
(6,197)

(4,938)
1,268
(3,670)

(45)
102
57

(608)
131
@77)

(13,422)
3,107
10,315) $

0.01%
4.95%
3.86%
-0.27%
1.79 %

335353 %
125,199

1999

2 $
16
14

(6,020)
932
(5,088)

(7,059)
1,093
(5,966)

an
16
5

(408)
314
%94

(13,500)
2,371
(11,129) $

0.00%
4.05%
4.83%
-0.04%
1.94%

309,909 $
125,482

1998

(187)
12
(175)

(5,197)
417
(4,780)

(5,442)
1,545
(3,897)

(32)
27
(6]

(626)
188
(438)

(11,484)
2,189
(9,295)

0.06%
4.97%
14.71%
0.00%
1.66 %

286,823
96,223
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Leasing
Commercial
Total
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554 4,907 95,012 123,519
31,345 22,926 21,066 13,978
$ 549,079 $ 449,266 $ 576,630 $ 572,888 $
F-10

26,486
150,652
560,184
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SELECTED FINANCIAL DATA
Five-Year Period Ended June 30, 2002

(Dollars in thousands)

TABLE 11 - NON-PERFORMING
ASSETS:

Non-performing assets:
Non-performing loans
Non-accruing loans

Accruing loans over 90 days past due
Total non-performing loans (see Table 12
below)

Foreclosed real estate
Repossessed autos
Repossessed equipment
Total non-performing assets

Interest which could have recorded in
the period if the loans had not been
classified as non-accruing loans

Non-performing assets to total assets

Non-performing loans to:
Total loans

Total assets

Total capital

TABLE 12 - NON-PERFORMING

LOANS:

Non-performing loans:
Consumer

Financing leases

Commercial

Other

Non-real estate

Real estate, mainly residential
Total

Non-performing loans composition
percentages:

$

$

$

2002

10,196
9,920

20,116
476

20,592

724

0.83%

3.44%
0.81%
12.09 %

416
147
585

38
1,186
18,930
20,116

2001

6,537 $
10,366

16,903
847
107

17,857 $

664 $

0.88%

3.60%
0.83%
14.89%

588 %
640
1,535

2,763
14,140
16,903 $

2000

8844 §
8,031

16,875
398
552

2

17,827 $

851 $

0.96 %

2.78%
0.91%
14.32%

1,544 $
5,878
901

8,323
8,552
16,875 $

1999

8,892 §$
10,650

19,542
383
438

46

20,409 $

810 $

1.29%

3.38%
1.24%
16.80%

942§
7,652
1,166

9,760
9,782
19,542 $

1998

7,232
8,663

15,895
413
951
344

17,603

614

1.35%

2.90%
1.22%
16.02%

713
7,879
640

9,232

6,663
15,895
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Consumer

Financing leases

Commercial

Other

Non-real estate

Real estate, mainly residential
Total

2.1%
0.7%
2.9%
0.2%
5.9%
94.1%
100.0%

3.4%
3.8%
9.1%
0.0%
16.3%
83.7%
100.0%

F-11

9.2%
34.8%
5.3%
0.0%
49.3%
50.7%
100.0%

4.8%
39.2%
6.0%
0.0%
50.0%
50.0%
100.0%

4.5%
49.6%
4.0%
0.0%
58.1%
41.9%
100.0%
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SELECTED FINANCIAL DATA

Fiscal Years Ended June 30, 2002 and 2001:

(In thousands, except for per share data)

TABLE 13 - SELECTED

QUARTERLY FINANCIAL
DATA:

FISCAL 2002
Interest income
Interest expense
Net interest income

Provision for loan losses
Net interest income after provision for
loan losses

Non-interest income

Non-interest expenses

Income before taxes
Income tax expense
Net income

Less: Dividends on preferred stock
Net income available to common
shareholders

Per share data (1):

Basic

Diluted

Average shares and shares equivalents

Selected Financial Ratios:
Return on average assets (ROA)
Return on average equity (ROE)
Efficiency ratio

Expense ratio

Interest rate spread

FISCAL 2001:
Interest income

Interest expense
Net interest income

$

September 30,

32,945 $

21,940

11,005
642

10,363
6,764
10,479

6,648
(39)

6,609
(597)

6,012 $

044 %
042 $
14,341

1.26%
26.21%
59.29%

1.03%

231%

30,369 $
23,884
6,485

December 31,

34,829 $

20,586

14,243
525

13,718
8,177
10,990

10,905
(532)

10,373
(597)

9,776 $

072 $
0.68 $
14,304

1.85%
38.77%
52.44%

0.85%

2.73%

28,561 $
22,474
6,087

March 31,

36,789 $

19,824

16,965
525

16,440
7,394
12,936

10,898
A71)

10,427
(596)

9,830 $

072 $
069 $
14,314

1.71%
36.06%
54.88%

1.26%

3.08%

29913 $
23,331
6,582

June 30,

37,132 $

20,345

16,787
425

16,362
8,915
14,557

10,720

322

11,042
(597)

10,445 $

076 $
071 $
14,651

1.77%
35.08%
57.44%

1.16%

2.97%

31,501 $
21,592
9,909

YTD

141,695
82,695
59,000

2,117

56,883
31,250
48,962

39,171
(720)

38,451

(2,387)

36,064

2.63
2.50
14,402

1.67 %
32.47%
57.22%

1.04 %

2.59%

120,344
91,281
29,063
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Provision for loan losses

Net interest income after provision for
loan losses

Non-interest income

Non-interest expenses

Income (loss) before taxes

Income tax (expense) benefit

Income (loss) before cumulative effect
of change in accounting principle
Cumulative effect in accounting
principle, net of tax

Net income (loss)

Less: Dividends on preferred stock

Net income (loss) available to common
shareholders

Per share data (1):

Basic before cumulative effect of change
in accounting principle

Basic after cumulative effect of change
in accounting principle

Diluted before cumulative effect of
change in accounting principle

Diluted after cumulative effect of
change in accounting principle

Average shares and shares equivalents

Selected Financial Ratios:
Return on average assets (ROA)
Return on average equity (ROE)
Efficiency ratio

Expense ratio

Interest rate spread

1,400

5,085
107
8,188
(2,996)
1,280

(1,716)

(164)
(1,880)
(597)

2,477)

(0.17)
(0.18)
(0.16)

(0.18)

13,903

-0.39%
-12.74%
77.64%
0.65%
1.57%

500

5,587
5,974
9,112
2,449

269

2,718

2,718
(597)

2,121 $

015 $
015 $
015 $

015 $

13,969

F-12

0.64%
11.80%
74.89%

0.78%

1.60%

506

6,076
7,535
9,441
4,170

353

4,523

4,523
(597)

3,926

0.28
0.28
0.28

0.28
14,053

1.03%
19.79%
71.17%

0.66%

1.58%

497

9,412
6,767
12,487
3,692

(584)

3,108

3,108
(596)

2,512

0.18
0.18
0.18

0.18
14,080

0.73%
13.98%
72.91%

1.27%

2.15%

@ H HL Ph

2,903

26,160
20,383
39,228
7,315
1,318

8,633

(164)
8,469
(2,387)

6,082

0.45
0.44
0.44

0.43
14,046

0.49 %
7.85%
72.06 %
0.85%
1.52%
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MANAGEMENT S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
FOR THE YEAR ENDED JUNE 30, 2002

OVERVIEW OF FINANCIAL PERFORMANCE

For fiscal year ended June 30, 2002, net income was $38.5 million ($2.50 diluted per share), an increase of 354.1% compared with the $8.5
million ($0.43 diluted per share) reported in fiscal year 2001. Net income for the quarter ended June 30, 2002, was $11.0 million ($0.71 diluted
per share), an increase of 255.3% compared with net income of $3.1 million ($0.18 diluted per share) reported in the quarter ended June 30,
2001.

Return on common equity (ROE) and return on assets (ROA) for fiscal year ended June 30, 2002 were 32.47% and 1.67% respectively, which
represent an improvement from a ROE of 7.85% and ROA of 0.49% in the same period of the previous fiscal year. ROE was 35.08% for the
quarter ended June 30, 2002, compared to 13.98% reported in the fourth quarter of fiscal 2001. In addition, ROA was 1.77% for the fourth
quarter of fiscal 2002 versus a .73% reported for the same period of fiscal 2001.

A reduction in the cost of funds combined with management s emphasis on secured lending and non-interest income (mostly fees) from
operations drove the improvements in the Group s performance. For fiscal year ended June 30, 2002, net interest income was $59.0 million, an
increase of 103.0% from the $29.1 million recorded for fiscal year 2001, see Table 1. For the quarter ended June 30, 2002 net interest income
increased 69.4%, to $16.8 million, compared with $9.9 million registered in the quarter ended June 30, 2001.

The provision for loan losses for the fiscal year ended June 30, 2002 decreased 27.3% to $2.1million from $2.9 million for fiscal year 2001.
Quarterly provision for loan losses decreased from $496,900 in the fourth quarter of fiscal 2001, to $425,000 in the fourth quarter of fiscal year
2002. This reflects the benefits of the Group s strategy to focus on secured lending which consequently enhanced the quality of the group s loan
portfolio.

Non-interest income (mostly fee income, see Table 2) also demonstrated an increase for fiscal year ended June 30, 2002, growing by 53.3% to
$31.3 million from $20.4 million a year earlier. Trust, money management, brokerage and investment banking fees grew by 15.3%. This growth
reflects the strong market acceptance of our fee-based financial planning business lines.

For fiscal year ended June 30, 2002, mortgage-banking activity revenue was $8.7 million, almost in line with $8.8 million for previous fiscal
year due to management s strategy of maintaining a larger portion of its production in portfolio instead of selling it on the secondary market,
consequently deferring the recognition of the amount of fees derived from the sale of loans. As a result of this strategy, the net loans receivable
grew by 24.7% from $466.5 million as of June 30, 2001, to $581.5 million as of June 30, 2002, (see Table 4).

Due to favorable market conditions in fiscal 2002, the Group benefited from a net gain of $3.5 million from securities, derivatives and trading
activities, as compared to a net loss of $5.6 million in fiscal 2001.
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Non-interest expenses for fiscal year 2002 increased 24.8% to $49.0 million, compared to $39.2 million in the previous fiscal year, see Table 3.
The increase is attributable to the Group s strategy to continue to invest in new marketing, technology and human resources that will assure our
long-term growth from financial planning and investment services, mortgage originations, insurance services, consumer and commercial
banking and investment banking.

Total financial assets (including assets managed by the trust department and broker-dealer subsidiary) increased 11.3% to $5.0 billion as of June
30, 2002, compared to $4.5 billion as of June 30, 2001. Assets managed by the Group s trust department and broker-dealer subsidiary increased
2.2%, year-to-year, to $2.5 billion from $2.4 billion. The small increase is mainly due to the decline of broader markets (stocks, mutual funds)
experienced during fiscal year 2002. On the other hand, the Group s bank assets reached $2.489 billion as of June 30, 2002, an increase of 22.1%,
compared to $2.038 billion as of June 30, 2001.

On the liability side, total deposits substantially increased by 18.8% from $815.5 million at June 30, 2001, to $968.9 million at June 30, 2002,
because the Group aggressively continues to expand its banking business within its overall strategy of positioning itself as a financial planning
service provider.

The Group continued its repurchasing program of common stock, reacquiring 155,492 shares during the twelve-month period ended June 30,
2002 for an approximate cost of $3.0 million. Stockholders equity as of June 30, 2002 was $166.4 million, increasing 46.6% from $113.5
million as of June 30, 2001. This increase mainly reflects the substantial

F-13
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improvement in net income, net of dividends declared and the mark-to-market valuation required by Statement of Financial Accounting
Standards No. 115 related to investments available-for-sale, which was partially offset by the mark-to-market of derivatives required by the
Statement of Financial Accounting Standards No. 133.

On January 29, 2002, the Group s Board of Directors declared a 10% stock dividend on outstanding common shares. Furthermore, a cash
dividend of $0.15 per common share (after distribution of the stock dividend) for the fiscal third quarter ended March 31, 2002, was declared.
The stock dividend will have the effect of increasing the total cash dividend by 10 percent. The stock dividend was paid on April 15, 2002 to
stockholders of record as of April 1, 2002.

Net income for the Group s fiscal year ended June 30, 2001 was $8.5 million ($0.43 diluted per share) a 57 percent decrease when compared with
net income of $19.6 million ($1.19 per share) for the year ended June 30, 2000.

Net interest income after provision for loan losses decreased 28% from $36.3 million for fiscal year 2000, to $26.2 million for fiscal year 2001.
This is a result of a 5% decrease in interest income, from $126.2 million, to $120.3 million, and a 12% increase in interest expense, from $81.7
million, to $91.3 million. This decline is mostly attributable to lower net interest income as interest rate increases previously made by the
Federal Reserve during fiscal years 2000 and 1999 weighed heavily during the first six months of the Group s fiscal year 2001, combined with
the fact that the full effect of interest rate reductions made by the Federal Reserve since January 2001 was not fully-absorbed by June 30, 2001,
see Table 1. This was mitigated by management s strategy to focus on secured lending, evident in the 64-percent reduction in the provision for
loan losses, which declined to $2.9 million for fiscal year 2001 as opposed to $8.2 million for the previous fiscal year, see Table 5.

Non-interest income mainly, money management, brokerage, insurance, mortgage and bank service fees decreased 14 percent from $23.7
million to $20.4 million, (see Table 2). Most notably, mortgage-banking revenues increased 8 percent to reach $8.8 million compared to $6.4
million in fiscal year 2000.

Total financial assets (banking assets plus assets managed by the trust department and broker-dealer subsidiary) increased 6 percent to $4.484
billion as of June 30, 2001, from $4.223 billion reported at the end of the previous fiscal year. Assets managed by the Group s trust department
and broker-dealer subsidiary increased 3 percent to $2.447 billion from $2.371 billion, despite the declining equity market experienced during

the past year. The Group s bank assets increased a robust 10 percent to surpass the $2 billion level for the first time in its history, reaching $2.038
billion as of June 30, 2001, versus $1.851 billion as of June 30, 2000.

On the liability side, deposits increased 11 percent to $815.5 million in fiscal 2001 from 735.0 million in fiscal 2000. IRA deposits were the
largest contributor to this growth, increasing $58 million during the year, followed by retail deposits, which grew approximately $22 million
when comparing fiscal years 2001 and 2000.

Net income for fiscal year ended June 30, 2000 totaled $19.6 million ($1.19 per share) and total capital amounted $117.9 million at June 30,
2000. Net income for fiscal year 1999 was $26.7 million ($1.76 per share).
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Net income for fiscal 2000 was positively impacted by the Group s ability to grow net credit income, despite the adverse effect on the cost of
funds from interest rate hikes. Net interest income after provision for loan losses for fiscal year 2000 was $36.3 million, a
27.3% increase from fiscal year 1999, which tallied $28.6 million. Income from trust, money management and
brokerage fees grew 18.0% to $12.0 million in fiscal 2000. However, there was a 35.4% decline in mortgage-banking
revenues as a result of the interest rate hikes.

The provision for loan losses decreased 43.7% to $8.2 million in fiscal 2000, from $14.5 million in fiscal 1999, reflecting reduced risk in the
loan portfolio (see Table 4) through the previously announced sale of leases and unsecured personal loans. The provision for fiscal year 2000
included a $1.4 million charge to liquidate the remaining lease portfolio.

The Group s total financial assets (banking assets plus assets managed by the trust and broker-dealer divisions) increased 10%, to $4.223 billion
as of June 30, 2000, from $3.847 billion as of June 30, 1999. The Group s bank assets increased 17.1% to $1.851 billion, up from $1.581 billion a
year before. Assets managed by the trust and broker-dealer increased 4.7% to $2.371 billion in fiscal 2000, from $2.266 billion a year earlier.

Net Interest Income

Net interest income is affected by the difference between rates earned on the Group s interest-earning assets and rates paid on its interest-bearing
liabilities (interest rate spread) and the relative amounts of its interest-earning assets and interest-bearing liabilities (interest rate margin). As
further discussed in the Risk Management section of this report, the Group constantly monitors the composition and repricing of its assets and
liabilities to maintain its net interest income at adequate levels. Table 1 analyzes the major categories of interest-earning assets and
interest-bearing liabilities, their respective interest income, expenses, yields and costs, and their impact on net interest income due to changes in
volume and rates.

F-14
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For the fiscal year ended June 30, 2002, net interest income amounted to $59.0 million, up 103.0% from $29.1 million for the twelve-month
period ended June 30, 2001. This increase was primarily due to a positive rate variance of $27.0 million that also, in part, resulted from the
impact of the Federal Reserve interest rate drop, which resulted in a lower average cost of funds (3.95% for the twelve-month period ended on
June 30, 2002 versus 5.65% in the same period of fiscal 2001). At the same time the Group continues its hedge strategy to lock its interest spread
(margin) by increasing the volume of interest rate swaps and caps, see Interest Rate Risk and Assets/Liability Management .

The interest rate spread (see above comment) for fiscal year ended June 30, 2002, rose 107 basis points to 2.59% compared with 1.52% for fiscal
2001. As previously mentioned, this increase was mainly due to a decrease in the average cost of funds. Table 1 analyzes the major categories of
interest-earning assets and interest-bearing liabilities, their respective interest income, expenses, yields and costs, and their impact on net interest
income due to changes in volume and rates.

The Group s interest income for the fiscal year ended June 30, 2002 increased 17.7% from $120.3 million reported in fiscal 2001, to $141.7
million. The increase in interest income results from a larger volume of average interest-earning assets ($2.167 billion in fiscal 2002 versus
$1.678 billion in fiscal 2001) tempered by a decline in their yield performance (6.54% in fiscal year 2002 versus 7.17% in fiscal year 2001).

Most of the increase in interest-earning assets was concentrated on the investment portfolio, real estate loans and commercial loans. The average
volume of total investments for fiscal year ended June 30, 2002 grew 31.7% ($1.617 billion in fiscal 2002 versus $1.229 billion in fiscal 2001)
when compared to the same period a year earlier. This increase was concentrated in mortgage-backed securities as the Group continued
converting residential real estate loans sold in the secondary market. On the other hand, the average volume of real estate loans grew by 23.3%
for fiscal 2002 (from $401.9 million in fiscal 2001, to $495.6 million in fiscal 2002), while the average volume of commercial loans grew by
36.6% in fiscal 2002, compared with the same period in fiscal 2001 ($31.3 million in fiscal 2002 versus $22.9 million in fiscal 2001.) Most of
the commercial loans are secured by real estate.

The average yield on interest-earning assets was 6.54%, 63 basis points lower than the 7.17% in fiscal 2001 when comparing both fiscal years.
The yield dilution experienced in fiscal 2002 was in part caused by the expansion of the Group s investment portfolio, which carries a lower yield
than the loan portfolio but provides less risk and generates a significant amount of tax-exempt interest (see Tax Equivalent Spread on Table 1).

Interest expense for fiscal 2002 narrowed by 9.4% (to $82.7 million in fiscal 2002, from $91.3 million in fiscal 2001). A lower average cost of
funds (3.95% for fiscal 2002 versus 5.65% for fiscal 2001), drove the decreases. Larger volumes of borrowings and deposits, which were
necessary to fund the growth of the Group s investment portfolio, caused an increase in average interest-bearing liabilities. See Table 1 for the
impact on interest expense due to changes in volume and rates.

The cost of short-term financing decreased substantially during fiscal 2001 and continued to fall over the course of fiscal 2002. The average cost
of borrowings for fiscal year 2002 decreased 203 basis points, (from 6.06% in fiscal 2001, to 4.03% in fiscal 2002). The largest average
reduction was in funding repurchase agreements, which decreased 210 basis points from 6.08% in fiscal 2001, to 3.98% in fiscal 2002, including
hedging costs.

For its fiscal year ended June 30, 2001, the Group s net interest income amounted to $29.1 million, down 35 percent from $44.5 million in fiscal
2000. As reflected in Table 1, the impact of the reduction of net interest income was substantially lower on a tax-equivalent basis.
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The reduction in net interest income was mainly due to a negative rate variance of $12.1 million as result of a higher average cost of funds (5.65
percent in fiscal 2001 versus 5.27 percent in fiscal 2000) in line with interest-rate increases made by the Fed in prior years, combined with a
negative volume variance of $3.3 million, which mainly stems from the previously reported sale of the lease and unsecured consumer loan
portfolios, with the proceeds used to pay debt and/or invested in higher-quality investments.

The interest-rate spread narrowed 93-basis points during fiscal year 2001 to 1.52 percent from 2.45 percent in fiscal year 2000. This was mainly
due to an increase in the average cost of funds and a change in the mix of interest-earning assets to focus on lower-risk loans and tax-free
investments, (see Table 1).

The Group s interest income for fiscal 2001 totaled $120.3 million, down 4.7 percent from $126.2 million posted in fiscal 2000. This decline is
mainly due to: (i) the expansion of the Group s investment portfolio, which carries a lower yield than the loan portfolio but provides less risk and
generates a significant amount of tax-exempt interest; and (ii) the reduction in the loan portfolio yield, which decreased 97-basis points for fiscal
year 2001, reflecting the previously reported sale of almost $170 million of leases and unsecured loans made in July 2000.
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Average interest-earning assets increased 3 percent, from $1.64 billion, to $1.68 billion, year-to-year. This moderate increase reflects

management s decision to grow its assets with interest-earning assets that enhance the Group s profitability, and reflects the sale of the unsecured
consumer loans and leases, which proceeds were used to repay debt and invest in higher-quality securities. The average balance of investments
grew by 16 percent (from $1.06 billion, to $1.23 billion) when compared to the previous fiscal year. However, the average balance of loans
decreased 22 percent ($449.3 million in fiscal 2001 versus $576.6 million in fiscal 2000) when comparing both years, as a result of the

previously mentioned sale of loans.

Interest expense for fiscal 2001 rose 12 percent to $91.3 million, from $81.7 million reported in fiscal 2000. A larger base of interest-bearing
liabilities ($1.61 billion versus $1.55 billion, when comparing both years) to fund the growth of the Group s interest-earning assets, combined
with a higher average cost of funds (5.65 percent versus 5.27 percent) drove the increase. Larger volumes of repurchase agreements and
deposits, which were necessary to fund the growth of the Group s investment portfolio, drove this increase in interest-bearing liabilities. For the
year ended June 30, 2001, the cost of borrowings increased 38-basis points (6.06 percent versus 5.68 percent) when compared to fiscal 2000.
The cost of short-term financing substantially increased during calendar year 2000 as a result of interest rate hikes made by the Fed.

During fiscal year 2000, the Fed raised interest rates six times in an effort to slowdown the booming US economy and related inflation concerns.
As aresult, fed funds and discount rates reached their highest levels in nine years (6.5% and 6.0%, respectively, at June 30, 2000).

Net interest income for fiscal 2000 totaled $44.5 million, up 3.4% from $43.0 million in fiscal 1999. This rise was the net effect of a positive
variance of $5.4 million linked to a greater volume of interest-earning assets, and a negative rate variance of $3.9 million due to a lower average
yield on loans (9.60% in fiscal 2000 versus 10.05% in fiscal 1999) and a higher average cost of funds (5.27% versus 4.99% in fiscal 1999).

On the other hand, the interest rate spread for fiscal 2000 narrowed 49 basis points to 2.45% from 2.94% in fiscal 1999. The higher average cost
of funds combined with a change in the mix of interest-earning assets toward a higher volume of lower risk and tax-free investment securities
were responsible for the spread compression.

The Group s interest income for fiscal 2000 totaled $126.2 million, up 17.1% from the $107.8 million posted in fiscal 1999. The increase results
from a larger volume of interest-earning assets ($1.635 billion versus $1.359 billion in fiscal 1999) tempered by a decline in their yield
performance (7.72% in fiscal 2000 versus 7.93% in fiscal 1999).

Average interest-earning assets for fiscal 2000 reached $1.635 billion, an increase of 20.3% compared with $1.359 billion in fiscal 1999. The
investment portfolio experienced most of this growth, as its average volume advanced by 31.4% ($1.058 billion in 2000 versus $805.7 million in
1999) during fiscal 2000. This rise was concentrated in mortgage-backed securities, which expanded by 26.7% ($882.5 million in 2000 versus
$696.3 million in 1999), as Oriental converted residential real estate loans into tax-advantaged mortgage-backed securities.

The average yield on interest-earning assets was 7.72%, a decrease of 21 basis points compared to the 7.93% attained in the previous year. This
reduction relates primarily to the dilution caused by the strong growth of the Group s investment portfolio (which carries a lower yield than the
loan portfolio but provides less risk and generates a significant amount of tax-exempt interest). Another factor was the lower yield attained by
the loan portfolio, as previously mentioned, which decreased by 45 basis points (9.60% in fiscal 2000 versus 10.05% in 1999) due to the gradual
change of the loan portfolio s mix toward low-risk residential mortgage loans.
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Interest expense for fiscal 2000 rose to $81.7 million, an increase of 26.2% from the $64.8 million reported in fiscal 1999. A larger base of
interest-bearing liabilities drove this increase, coupled with a higher average cost of funds (5.27% in fiscal 2000 versus 4.99% in fiscal 1999).

Average interest-bearing liabilities experienced a 20% growth ($1.551 billion in fiscal 2000 versus $1.297 in fiscal 1999) during fiscal 2000.
This rise was mostly related to increases in Time and IRA deposits (mostly IRA accounts) and repurchase agreements. The 39.8% climb in
repurchase agreements ($713.1 million in fiscal 2000 versus $510.0 million in fiscal 1999) is linked to the substantial growth experienced in the
investment portfolio.

The cost of interest-bearing liabilities totaled 5.27% in fiscal 2000, 28 basis points higher than the 4.99% attained a year earlier. A constant
rising interest rate scenario due to the tightening policy adopted by the Federal Reserve (as previously discussed) triggered this overall rise. As a
result, the Group s borrowing cost (comprised mainly of short-term repurchase agreements and long-term floating term notes) rose 39 basis
points to 5.68%, from 5.29% in fiscal 1999.
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Non-Interest Income

As a diversified financial services provider, the Group s earnings depend not only on the net interest income generated from its banking activity,
but also from fees and other non-interest income generated from the wide array of financial services offered. Non-interest income, the second
largest source of earnings, is affected by the level of trust assets under management, transactions generated by the gathering of financial assets
and investment activities by the broker-dealer subsidiary, the level of mortgage banking activities, and fees generated from loans, deposit
accounts and insurance.

As shown in Table 2, non-interest income for fiscal 2002 increased 53.3% (from $20.4 million to $31.3 million), compared to fiscal 2001.

Trust, money management, brokerage, insurance and investment banking fees, one of the main components of non-interest income, increased
15.3%, to $13.8 million in fiscal 2002, from $12.0 million in fiscal 2001.

The second largest component of non-interest revenues is mortgage-banking activities; revenues for the fiscal year 2002 decreased .5% (from
$8.8 million in fiscal 2001, to $8.7 million in fiscal 2002), in spite of an extraordinary increase of 68.4% in the mortgage loans production (from
$181.4 million for fiscal 2001, to $305.4 million for fiscal 2002). This decrease reflects a lower volume of loans sold due to management s
strategy of keeping a larger portion of its production in portfolio instead of selling it on the secondary market, consequently deferring the
recognition of the amount of fees derived from the sale of loans.

Bank service revenues consist primarily of fees generated by deposit accounts, electronic banking and customer services, experienced a healthy
10.4% increase (to $4.6 million in fiscal 2002, from $4.2 million in fiscal 2001), mainly due to a 25.9% increase in fees on deposit accounts, to
$2.7 million for fiscal 2002, from $2.2 million for fiscal 2001, driven mainly by new deposits gathered by the bank, lead by its new Amiga
demand deposit account.

Securities, derivatives and trading activities showed a net increase of 163.0% for fiscal 2002 (to a net gain of $3.5 million in fiscal
2002 from a net loss of $4.6 in fiscal 2001), mainly driven by an increase in securities and trading net activities
revenues during fiscal 2002 (from $1.7 million loss for fiscal 2001, to $5.5 million gain for fiscal 2002).

Securities net activities showed a 471.2% increase, to a gain of $4.4 million in fiscal 2002, from a loss of $1.2 million in fiscal 2001, while
trading net activities revenues also showed an improvement of 337.4%, to a gain of $1.1 million in fiscal 2002, compared to a loss of $484,000
for fiscal 2001.

Derivatives activities showed unrealized losses of $2.0 million; while for fiscal 2001 the unrealized loss amounted to $3.9 million, a decrease of
49.0%. These fluctuations are related to the mark-to-market of derivatives instruments as explained in Note 9 to the Consolidated Financial
Statements.
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For the year ended June 30, 2001, non-interest revenues decreased 13.9% to $20.4 million from $23.7 million in fiscal 2000. Such
decrease was mainly caused by net securities, trading and derivative losses of $5.6 million in fiscal 2001, including
$3.9 million from the initial implementation of SFAS No. 133 in July 1, 2000.

Trust, money management, brokerage and insurance fees, the principal component of non-interest income, declined less than 1 percent from
$12.05 million, to $12.01 million, mainly due to a bearish U.S. securities market and public concern over the global economic outlook that
influenced the volume and value of client investments managed.

Mortgage-banking activities increased 38 percent to reach $8.8 million in fiscal year 2001, from $6.4 million the previous fiscal year. The
increase was mostly a result of management s strategy of focusing resources on secured lending operations that provide an attractive source of
fees and lower credit risks. The strategy improved the origination of fees and servicing rights, which are recognized as income over the life of
the loan or when the related loan is sold.

Bank services fees and other operating revenues totaled $4.2 million in fiscal 2001, a 10-percent decline from $4.7 million in fiscal 2000. This
decline is mostly related to fewer late payment fees following the discontinuation of leasing and unsecured lending activities and the sale of
related loans.

During fiscal 2001, the implementation of SFAS No. 133 resulted in a $3.9 million loss. In addition, the Group reported a $164,000 unrealized
loss, net of income tax effect, in the first quarter of fiscal 2001 to recognize the cumulative effect of the change in accounting principle.

The Group also incurred a $3.7 million loss in the sale of treasury securities in the first quarter of fiscal 2001, following the recommendation of
its external consultants to place these funds in higher-yielding securities to improve their long-term performance. The Group was able to recover
a significant portion of this loss through subsequent gains in securities
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activities, reducing the net loss to $1.2 million for the fiscal year. In summary, the Group had a total $5.6 million net loss from securities,
derivatives and trading activities during fiscal year 2001, which contrasts with a $820,000 gain recognized in fiscal year 2000.

For fiscal year 2000, non-interest revenues decreased 30.3% to $23.7 million compared with the $34.0 million reported for
the preceding year, primarily as a result of a decrease of $9.5 million or 88.5% on securities and trading net activities.
The decline in securities and trading net activities was mainly associated to the adverse market conditions that
prevailed during the last two quarters of fiscal year 2000. Additional income generated by an increase in fees from
financial services (trust and brokerage operations) and retail banking operations was tempered by reduction in
mortgage banking activities.

Trust, money management and brokerage fees continued their upward trend during fiscal 2000 totaling $12 million, up 18% from the $10.2
million in the preceding year. The larger volume of accounts and assets managed by both the Group s trust department and the broker-dealer
subsidiary substantiates this growth.

Mortgage banking activities totaled $6.4 million in fiscal 2000, down 42.2% from $9.1 million achieved in fiscal 1999. A smaller volume of
loan sales ($89.1 million versus $160.3 million in fiscal 1999) was the main cause for this reduction. This was primarily the result of unfavorable
market conditions (due to higher interest rates) during the latter stage of fiscal 2000 that resulted on a lower loan origination production ($128.5
million in fiscal 2000 versus $229.4 million in fiscal 1999).

Fees generated by electronic banking, deposit accounts and branch customer services totaled $2.4 million in fiscal 2000, a 26% hike versus the
$1.9 million reported for fiscal 1999. This increase reflects higher revenues from bank services and deposit accounts, mainly driven by a new
structure in banking fees and the expansion of the electronic banking business.

During fiscal 2000, a $1.2 million loss was recorded related to loans under contract-to-sell which resulted from the market valuation of the leases
($70.3 million) and unsecured consumer loan portfolios ($98.5 million) that were sold in July 2000 to another financial institution.

Non-Interest ExpenseS

The Group started a new positioning strategy during late fiscal 2001, which included the opening of two new financial centers, the remodeling of
existing financial centers and office facilities, more aggressive advertising campaigns, investments in technology, professional fees for
consulting engagements related to new services, the outsourcing of certain internal procedures to provide new and better services to our
customers and increased variable compensation expenses resulting from increased insurance and mortgage services.

As a result, non-interest expenses increased, reflecting the impact of the Group s expansion strategy, see Table 3. In addition, professional
expenses have doubled normal trends due to additional charges relating to an evaluation of the Group s operations by external consultants. For
the twelve-month period ended June 30, 2002, the increase in non-interest expenses was 24.8% to $49.0 million, compared to $39.2 million for
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fiscal 2001.

Employees compensation and benefits is the Group s largest non-interest expense category. For the twelve-month period ended June 30, 2002,
compensation and benefits expenses increased 15.6% to $16.4 million (excluding stock options cancellation expenses of $800,000, explained
separately) versus $14.2 million for the same period of fiscal 2001 (excluding stock options cancellation expenses of $1.5 million), reflecting an
expansion of the work force (refer to Table 3 for more selected data regarding employee compensation and benefits), and an increasing variable
compensation (commissions) due to higher volume of business and related incentives. During the first quarter of fiscal 2002, the Group
recognized a non-cash, expense of $800,000, with a corresponding offsetting charge against additional paid-in capital, related to the cancellation
by the Board of Directors of approximately 271,500 non-vested stock options granted to its directors, officers and employees during calendar

years 1999 and 1998 (see Note 2 to the Consolidated Financial Statements).

Professional and service fees increased 117.3%, to $6.3 million in fiscal 2002, from $2.9 million in fiscal 2001, as a direct result of the
evaluation of the Group s operations by external consultants, as previously mentioned.

Advertising and business promotion, the second largest component of non-interest expenses, reflects the Group emphasis on the development of
an aggressive promotional campaign to enhance the market recognition of new and existing products in order to increase our fee base revenues.
For the twelve-month period ended June 30, 2002 advertising and business promotions increased 56.3%, to $6.7 million versus $4.3 million for
2001.

Non-interest expenses decreased 2.8% from $40.3 million in fiscal 2000, to $39.2 million in fiscal 2001, reflecting management s strict cost
control policies combined with the impact of the discontinued leasing operation at the end of fiscal 2000.
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Increases in advertising and occupancy and equipment were basically offset by decreases in compensation (excluding the stock option
cancellation expense), supplies and service fees. Specifically, employee compensation and benefits (the Group s largest expense category)
decreased almost 10 percent from $15.7 million in fiscal 2000, to $14.2 million (excluding the stock option cancellation). These savings were
mostly obtained from leasing operations that were discontinued in June 2000.

During the first quarter of fiscal 2002, the Group recognized a non-cash, non-operating expense of $800,000, with a corresponding offsetting
charge against additional paid-in capital, related to the cancellation by the Board of Directors of approximately 271,500 non-vested stock options
granted to its directors, officers and employees during calendar years 1999 and 1998 (see Note 2 to the Consolidated Financial Statements).

Non-interest expenses, other than compensation and stock options cancellation, decreased 4.4% to $23.6 million for fiscal 2001, compared to
$24.7 million for fiscal year 2000. The decrease was mainly associated with a reduction on cost and charges of approximately $3.0 million
resulting from the investigation of irregularities in connection with a former employee s admission of having embezzled funds, as previously
reported. Such decrease was partially offset by a $1.2 million or 39% increase in advertising expenses, as the Group has moved aggressively
during fiscal year 2001 to position itself as a provider of financial planning services, combined with a $724,000 increase in occupancy and
equipment costs used to improve the Group s service capabilities and long-term performance.

Non-interest expenses increased 13.2% from $35.6 million in fiscal 1999, to $40.3 million in fiscal 2000.

For fiscal 2000, total compensation and benefits increased 3.6% to $15.7 million, from $15.1 million in fiscal 1999. This increase was primarily
associated with a 20 percent rise in fixed compensation ($11.7 million versus $9.7 million in 1999) mainly due to an overall staff merit increase
in July 1999. This was partially offset by a 25 percent reduction in variable compensation ($4.0 million in fiscal 2000 versus $5.4 million in
fiscal 1999) mainly due to the lower amount of mortgage production incentives (directly tied to mortgage originations) paid in fiscal 2000.

Other non-interest expenses for fiscal 2000 increased 14.9% to $24.7 million as compared to $21.5 million reported in fiscal
1999. Increased occupancy and equipment costs (mainly technology) were primarily responsible for this rise. The
increase in occupancy and equipment costs was mainly associated with the heavy investment in technology and
general infrastructure to enhance and expand the Group s communication and electronic data processing systems,
including the conversion to a new core banking system in September 1999. It also reflects a remodeling made to the
main facilities housing the brokerage, trust and mortgage lending operations as well as the rent for the new
headquarters.

In addition, higher professional fees and municipal and general taxes (which are directly tied to the volume of business) were responsible for this
growth. The rise in municipal and general taxes was primarily associated with the general growth in the Group s business activities, products and
services. The larger amount of professional and service fees included consulting and technical support expenditures associated with upgrading
banking operations and the conversion of the Group s electronic core system, in addition to costs necessary to prepare for the year 2000 (Y2K)
computer bug. Also included costs associated with the investigation of certain irregularities detected during August 1998 in connection with a
former officer s admission of having embezzled funds. The Group conducted an intensive investigation assisted by its legal counsel and its
independent accountants that concluded during October 2000, and determined losses and other matters resulting from dishonest and fraudulent
acts and omissions by former employees. These losses were allocated through different fiscal periods.
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Provision for Loan LosseS

The provision for loan losses declined to $2.1 million in fiscal 2002, from $2.9 million in 2001, $8.2 million in 2000 and $14.5 million in 1999.
The decline was in response to the lower level of net credit losses, which decreased to $1.9 million in fiscal 2002 from $6.9

million in fiscal 2001, $10.3 million in fiscal 2000 and $11.1 million in fiscal 1999. The reduction in credit losses
reflects the Group s strategy, discussed below, implemented in fiscal 2000 to re-balance the composition of the Group s
loan portfolio, toward lower credit risk loans, mostly secured by real estate.

During the second quarter of fiscal 2000, the Group re-defined its lending strategy towards lower credit risk loans collateralized by real estate,
while de-emphasizing unsecured personal loans and financing leases. Such strategy responded to the level of credit losses being experienced on
personal loans and financing leases that significantly reduced the net margin (after credit losses) generated by such portfolio. Such strategy was
further complemented with the sale of approximately $169 million of unsecured personal loans and financing leases on July 7, 2000, maintaining
only a marginal amount of such loans and leases in its portfolio. After the sale, the Group discontinued its leasing operation.

The positive effect of the above mentioned strategy was reflected in a substantial reduction in consumer loans and financing leases net credit
losses. Consumer net credit losses declined to $1.1 million in fiscal 2002 from $1.5 million in fiscal 2001 and $6.2 million in fiscal 2000.
Additionally, financing leases net credit losses declined to $123,000 in fiscal 2002 from $4.7 million in fiscal 2001 and $3.7 million in fiscal
2000. Financing leases net credit losses after fiscal 2000,
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relate to a small portion of leases in severe delinquency that were retained by the Group after the sale of such portfolio. As previously
mentioned, thereafter the Group discontinued originating financing leases and let the remaining portfolio run-off. The charge-off of such leases
took place when all collection efforts were exhausted and the underlying collateral became worthless.

Please refer to the allowance for loan losses and non-performing assets section on Table 8 through Table 12 for a more detailed analysis of the
allowances for loan losses, net credit losses and credit quality statistics. Also refer to section Allowance for Loan Losses and Non-performing
Assets .

Provision (Credit) for Income Taxes

For fiscal 2002, the Group recorded $720,000 income tax provision, versus $1.3 million income tax benefit (credit) for 2001. The current income
tax provision is lower than the provision based on the statutory tax rate applicable to the Group, which is 39%, due to interest income earned on
certain investments and loans exempt for Puerto Rico tax purposes, net of the disallowance of related expenses attributable to the exempt
income. Exempt interest relates mostly to interest earned on obligations of the United States and Puerto Rico governments and certain
mortgage-backed securities, including securities held by the Group s International Banking Entity. The tax benefit recognized in the fiscal 2001
mainly resulted from non-operating activities, primarily losses on securities, trading and derivatives activities, as previously mentioned.

The Group recognized a $1.3 million income tax credit for fiscal year 2001, which compares with the $108,000 provision made in fiscal 2000.
The income tax benefit resulted from losses related to non-operating activities. Furthermore, the difference between the tax credit and the
maximum statutory tax rate for the Group, which is 39 percent, was also attributable to tax-advantaged interest income earned on certain
investments and loans, net of the disallowance of related expenses attributable to the exempt income.

Income tax provision for fiscal 2000 decreased to $108,000, a 46.0% decrease compared with the $200,000 reported for fiscal year 1999. This
decrease was directly associated to the lower amount of earnings as well as to the higher amount of exempt income the Group earned during
fiscal 2000.

FINANCIAL CONDITION

Group s Bank Assets

At June 30, 2002, the Group s total assets amounted to $2.489 billion (including holding company assets), an increase of 22.1% when compared
to $2.038 billion a year ago. At the same date, interest-earning assets reached $2.411 billion, up 24.2% versus $1.941 billion a year earlier.

As detailed in 