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STATEMENT OF FINANCIAL POSITION - UNAUDITED
Assets: 12/31/05 12/31/04 Change
   
Cash 11,788,640 12,855,671 -8.3%
Investments 168,934,992 111,486,560 51.5% 
Loans to Members 11,413,306 68,624 16,531%
Other Assets and Accrued Receivables 860,013 726,311 18.4%
   
Total Assets 192,996,951 125,137,166 54.2% 
   
Liabilities and Equity:   
   
Liabilities and Accrued Expenses 32,360,209  12,667,326 155.4%
   
Shares and MCS 158,106,839 110,031,086 43.6% 
Reserves and Undivided Earnings 2,919,059 2,559,482 14% 
Unrealized Gain/(Loss) on AFS securities (389,156) (120,728) 222.3%
   
Total Liabilities and Equity 192,996,951 125,137,166 54.2% 

STATEMENT OF OPERATIONS-UNAUDITED
 Year Ended Year Ended
 12/31/05 12/31/04

Interest Income $4,183,337   $2,715,553
Dividend and Interest Expense  2,828,229  1,579,733

Net Interest Income  1,355,108  1,135,820

Other Income  93,280  153,003
Service Fee Income  443,664  422,247
  
Income (less Interest Expense)  1,892,052  1,711,070
  
Operating Expense  1,290,616  1,237,153
  
Net Income before Dividend on Capital Shares  601,436  473,917
  
Dividends on Capital Shares  92,732  45,660
  
Net Income before Dividends on PIC  508,704  428,257
  
Dividends on PIC  149,127  77,912
  
Net Increase in Undivided Earnings $ 359,577 $ 350,345



tion at U.S. Central serves to minimize its risk.  The fol-
lowing ratings serve as a testament to U.S. Central's credit 
Quality: 

 Long-Term Debt

Rating Service  Rating 

 Standard & Poors  AAA
 Moody’s  Aa1
 Fitch, Inc.  AAA

 Short-Term Debt

Rating Service  Rating 

 Standard & Poors  A1+
 Moody’s  P1
 Fitch, Inc.  F1+

ASSET BACKED SE CU RI TIES (ABS)
Louisiana Corporate utilizes limited investment in asset 
backed securities to diversify its portfolio, and maximize re-
turn to members consistent with sound asset liability manage-
ment policies.   These securities comply with NCUA Rules 
and Regulations Part 704, as well as the corporate’s invest-
ment policies, which further restrict the types and amounts 
of securities which may be held.  All LaCorp ABS carry the 
highest credit ratings attainable from major ratings agencies, 
and are diversifi ed by collateral type, geographic location of 
underlying collateral, and interest rate index type.

MORTGAGE BACKED SE CU RI TIES (MBS) 
AND OTHER IN VEST MENTS
Like ABS, Mortgage Backed Securities (MBS) and other in-
vestments are utilized to provide further diversifi cation of the 

portfolio, while enabling the corporate to 
maximize its return to members consis-
tent with sound asset liability manage-
ment principles.   These securities must 
pass industry standard volatility tests at 
the time of purchase, and are subjected 
to monthly re-testing.  These practices 
provide for a qualifi cation and testing 
procedure which is even more stringent 
than required regulatory standards.  In 
accordance with LaCorp policies, these 
securities are limited in amount and ma-
turity and must be adequately diversifi ed 

This report should be retained as part of the credit analysis 
required under Regulation 703.

EXECUTIVE SUMMARY
Louisiana Corporate continues to maintain a high quality 
investment portfolio which adheres to the corporate’s strict 
asset liability management guidelines.  Exposure to interest 
rate fl uctuations (interest rate risk) is minimal, due to a high 
percentage of liquid and fl oating rate investments and an active 
and stringent asset liability management process. 

Louisiana Corporate’s total assets were $193 million as of De-
cember 31, 2005.  Net income for 2005 was $360 thousand.

ASSET LIABILITY MANAGEMENT
Louisiana Corporate’s asset liability management policies are 
stricter than minimum regulatory requirements and require 
the corporate to closely match the maturity and repricing 
characteristics of its member liabilities to its assets.  Louisiana 
Corporate operates at the “Base” level of NCUA Rules and 
Regulations Part 704, which provides for the most conserva-
tive of several operating levels available to Corporate Credit 
Unions.   This effectively minimizes the corporate’s interest 
rate risk, or its exposure to net income fl uctuations during pe-
riods of changing market interest rates and liquidity levels.  

Louisiana Corporate monitors its exposure to changing inter-
est rate levels by performing a number of analytical proce-
dures, including Net Economic Value (NEV) analysis.  This 
analysis is performed quarterly and measures the effect of an 
immediate and sustained 300 basis point upward and 300 basis 
point downward change in interest rates on the corporate’s 
net interest income and NEV.  Louisiana Corporate’s NEV 
ratio at December 31, 2005 exceeds regulatory requirements; 
equivalent to 143% of the regulatory minimum.

CAPITAL
A corporate credit union’s capital strength level is gauged in 
relation to the degree of investment risk it assumes.  Loui-
siana Corporate continues to maintain a strong capital level 
combined with a low degree of credit and interest rate risk.  
As of December 31, 2005, Louisiana Corporate’s retained 
earnings totaled $2,919,059.  Membership Capital Accounts 
totaled $7,496,352.  Member Paid-In-Capital was an addi-
tional $3,984,021.  Core Capital, as defi ned by NCUA Rules 
and Regulations equaled $6,903,080 and the Core Capital 
Ratio was 5.38%; the Capital Ratio, as defi ned by NCUA 
Rules and Regulations was 11.02% and exceeded regulatory 

requirements; equivalent to 175% of the regulatory minimum. 
The corporate’s net income for the year ended December 31, 
2005 of $359,577 exceeded budget by 28.7%.  The corporate 
exceeded the regulatory threshold for earnings retention 
requirements during February, 2005 and was not subject to 
earnings retention requirements at December 31, 2005.  

CREDIT QUALITY
As of December 31, 2005, 87% of Louisiana Corporate’s as-
sets were invested, 6.1% were cash or cash equivalents, and 
5.9% were in outstanding loans to member credit unions. As 
of 12/31/05, $3,000,000 of total outstanding loans to credit 
unions were guaranteed by the National Credit Union Ad-
ministration Board.  The remainder were secured by share 
deposits and other assets.  The following chart depicts the 
distribution of Louisiana Corporate’s investments at Decem-
ber 31, 2005:

U.S. CENTRAL INVESTMENTS
As of December 31, 2005, 74% of Louisiana Corporate’s 
total investment portfolio was invested in liabilities of U.S. 
Central Federal Credit Union, Lenexa, Kansas.   U.S. Cen-
tral acts as a wholesale corporate credit union for corporate 
credit unions that are its member/owners.  U.S. Central is 
insured by the National Credit Union Share Insurance Fund 
(NCUSIF), administered by the National Credit Union Ad-
ministration.  Louisiana Corporate’s high level of participa-

in terms of collateral type, geographic location, and interest 
rate indices.  The remainder of LaCorp’s investment portfolio 
is invested in CUNA Mutual Medium-Term Notes, the Shay 
Ultra-Short Mortgage Fund, CNBS, LLC, Primary Financial, 
LLC, CU Business Group, LLC & the Federal Home Loan 
Bank (FHLB) of Dallas.  CNBS, LLC. is a CUSO, which 
provides brokerage & ALM services to fi nancial institutions 
and is owned by a network of corporate and natural person 
credit unions.  Primary Financial, LLC is a corporate credit 
union owned CUSO which provides certifi cate of deposit 
brokerage services to credit unions.  CU Business Group, LLC 
is a corporate credit union owned CUSO providing business 
loan and services consulting to credit unions.  The corporate 
membership in the FHLB of Dallas provides an additional 
potential source of liquidity and investment opportunity. The 
Shay Ultra-Short Mortgage Fund invests in mortgages with 
extremely short duration and carries a fund rating of AAAf, 
the highest credit rating attainable. 

LIQUIDITY
Louisiana Corporate acts to manage its investment portfolios 
in accordance with its member’s needs for liquidity.  Accord-
ingly, LaCorp monitors the liquidity of member deposits on 
a monthly basis. Louisiana Corporate maintains a high per-
centage of its investments in overnight deposits and further 
strengthens its liquidity position by maintaining $53 million 
in committed and advised lines of credit with U.S. Central 
Credit Union.  Louisiana Corporate maintains membership in 
the Federal Home Loan Bank of Dallas which an additional 
alternative source of liquidity.

OVERSIGHT
Louisiana Corporate Credit Union is chartered by the State 
of Louisiana and insured by the National Credit Union Share 
Insurance Fund (NCUSIF).  The National Credit Union 
Administration, Offi ce of Corporate Credit Unions, and the 
State of Louisiana, Offi ce of Financial Institutions conduct 
annual Regulatory examinations and insurance reviews 
jointly.  The corporate receives an annual CPA opinion audit, 
and engages an external fi rms to perform quarterly internal 
control reviews and an annual ACH compliance review.  The 
corporate also engages an external fi nancial advisory fi rm to 
perform quarterly asset-liability management reviews and net 
economic value modeling.  An external computer-consulting 
fi rm performs monthly on-site network security services and 
an annual network intrusion test.

Interest Rate    NEV    NEV  % Change   Regulatory
Scenario    Ratio     in $ from Base  Requirement

+300 bps    7.05% 13,434,637 -4.64%   <-15%
Base    7.31% 14,086,689    >   3% 
-300 bps    7.46% 14,529,998  +3.15%    <-15%

The following table summarizes the results of Louisiana Corporate’s NEV 
analysis as of December 31, 2005:
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