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A number of environmental transformations have caused credit unions

to pursue focus in two key areas. First, credit unions have an

intensified need to distinguish themselves in the marketplace and

second, the manner in which consumer payments are made and

processed has undergone a dramatic revolution. 

The Georgia Credit Union League and CSI are driven by a sincere

commitment to help credit unions succeed in achieving marketplace

distinction and the capacity to respond proactively to consumer payment

trends. Focus on these high-payoff opportunities enabled credit unions

to make meaningful progress during the year and further positioned

credit unions for future growth and success. Working jointly with the

Credit Union National Association (CUNA), the League collaborates

with credit unions to develop creative solutions to ensure that Georgia

credit unions are vital for consumers now and in the future.
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FOCUS IS CRITICAL
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DISTINGUISHING CREDIT UNIONS
2005 League Accomplishments

Delivering Tangible Value
Credit Unions have a unique purpose of helping people to succeed. Specifically, CUNA estimates that (in 2005 alone)

Georgia credit unions provided $87.6 million in direct financial benefits to its nearly 1.8 million members. These

benefits are equivalent to $226 per year per member household that maximizes the value of their credit union

membership. Georgia credit unions provided these benefits by charging members less for loans and by paying

members more for deposits compared to banks in Georgia. In addition to tangible benefits, credit unions are

unparalleled when it comes to delivering quality service. In fact for 21 years in a row, credit unions rank superior in

service according to the American Banker/Gallup survey. Beyond a member-focused reputation, credit unions provide

convenience to members through innovative delivery channels such as the Shared Service Center network and through

sponsor relationships. 

Despite the value that credit unions deliver today, emerging marketplace trends raise concerns about the sustainability

of credit union competitive superiority in the years ahead. 

Environmental Opportunities
Consumers have more choice than at any other time in history when it comes to financial services. With the advent of the

Internet, information is not only free, but practically instantaneous in its delivery. At the same time, non-traditional

financial service providers have emerged to fill the increasing specialized needs of consumers, while “quality service,” a

credit union core competency, is rapidly becoming a widespread strategic undertaking by all financial service providers. 

In order to continue to attract and retain members, credit unions must embrace strategies to convey real value and

fortify a strong brand identity. In short, credit unions must focus on distinguishing themselves in the marketplace. 
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Enhancing the Legal Environment
On the state level in 2005, Georgia credit unions, along with the League, were helpful in passage of the Georgia

Department of Banking and Finance’s Housekeeping Bill (S.B. 82), which addressed technical and modernization

changes that affect entities regulated by the Department. This piece of legislation represents the first major

enhancement to the State’s Credit Union Act since 1975 and provides for key credit union provisions including

clarifying that an existing credit union’s field of membership can be composed of multiple groups, each of which 

must have a common bond as presently stipulated. The bill also establishes authority, subject to DBF approval, to 

offer certain additional services to consumers eligible for membership, subject to restrictions established by the DBF.

Through active participation by Georgia credit unions and the League, this state law was signed by Governor Sonny

Perdue on May 5, 2005 with Georgia credit union leadership in attendance. 

Likewise on the federal level, 2005 saw passage of Bankruptcy Abuse Prevention and Consumer Protection Act (P.L.

109-8). With more than 50% of credit union charge-offs resulting from member bankruptcy, this public law helps

credit unions retain more earnings to ultimately better serve members. Beyond passage of these important pieces of

legislation, in 2005 the League and the Regulatory Response Committee analyzed numerous regulatory agency

proposals. Gathering facts and providing comprehensive and timely responses, this important committee ensured that

the interests of Georgia credit unions were well protected. 

DISTINGUISHING CREDIT UNIONS
2005 League Accomplishments
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DISTINGUISHING CREDIT UNIONS
2005 League Accomplishments

In partnership with CUNA, the League and Georgia credit unions focused on another key federal issue – the

November 3 Ways and Means Hearing on credit union tax exemption. By sending letters, making phone calls and

scheduling visits with key legislators, both prior to and after the hearing, credit unions conveyed a clear message

concerning the significance of the tax exempt status. Although the hearing did not result in an immediate threat of a

bill to tax credit unions, credit unions continue to be proactive when it comes to protecting the ability to serve

members. Also particularly important on the federal level was support for CURIA, the first piece of proactive federal

credit union legislation in more than 70 years. In 2005, the League and Georgia credit unions were successful in

securing two co-sponsors of the important bill, John Lewis (D-5) and Sanford Bishop (D-2). Although the future of

this bill remains unclear, the League, CUNA and Georgia credit unions continue to rally support for this opportunity

to expand the scope of service to the communities in which credit unions serve. 

Fueled by Georgia credit union participation in the CU Progress Fund, the League expanded its lobbying presence in 

2005, which proved to be vital both in thwarting Georgia automobile dealers’ efforts to restrict credit unions from

participating in offsite car sales with dealers and in the passage of Banking Department’s Housekeeping Bill (S.B.82),

as well as Bankruptcy Reform. Similarly, the CU Progress Fund enabled the League to retain the tax specialist firm,

Chamberlain, Hrdlicka, White, Williams, and Martin to provide expertise in terms of potential IRS inquiries into tax

liabilities associated with ‘unrelated income.’

2005 also saw strong participation in the Credit Union Legislative Action Council (CULAC), one of the nation’s top

ten political action committees. In fact, Georgia credit unions are among the most active supporters in the nation of

this critical fund. The League also continues to work with Georgia credit unions to build a strong state level political

action fund, Georgia CUPAC.
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DISTINGUISHING CREDIT UNIONS
2005 League Accomplishments

Increasing Awareness
In an effort to create influence among consumers, the media and policymakers, Georgia credit unions came together

during 2005 to launch the Georgia Credit Unions, You’ll Like Us Better cooperative advertising campaign. Reaching

close to 78 percent of Georgians an average of 5 times, this model of cooperation laid the groundwork for a broader

understanding of the value of Georgia credit unions and leveraged the power of focused efforts. Credit unions were

also featured in the May issue of the widely read Georgia Trend magazine, and appeared in the publication’s 2005

Legislative Guide. Employing broadcast radio, Georgia credit unions reached more than 800,000 Georgians through

Georgia News Network’s Georgia Focus, a 30-minute program that airs on more than 58 affiliated radio stations

throughout the state. 

Bolstering Reputation
Thanks to member-centered focus, credit unions enjoy a positive reputation. To build upon this standing, in 2005 the

League expanded the role of its Public Relations and Communications function to bolster the credit union reputation. In

addition to increasing media exposure, the redefined position provides significantly ramped up public relations initiatives

aimed at raising awareness and support for key credit union issues. Credit unions also enhanced their reputation for

seeing members prosper by participating in the CU GROW campaign. This innovative campaign to improve financial

literacy in Georgia connects credit unions with consumer financial literacy training resources and captures and

quantifies these training efforts on a quarterly basis. The campaign also encompasses the GettingAhead Association –

a collaboration of community partners that work together to help Georgia citizens lower their cost of living. 
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Consultation, Education & Training
The League provides consultative support to enable credit unions to grow, thrive and ultimately better serve members.

In addition to the availability of an in-house consultation hot-line, the League field staff visited numerous Georgia

credit unions throughout the year to deliver expertise and strategic direction. While a primary delivery channel is face-

to-face consulting, the League also held numerous small credit union study groups throughout 2005 to further advance

the proficiency and potential of credit unions $20 million or less. In fact in 2005, the League launched the first ever

Small Credit Union Summit—an event so successful that future summits of this kind are already well underway. 

The League provides credit unions with access to key information through a variety of conferences, seminars and

other educational opportunities. In 2005 alone, the the League Educational Calendar offered credit unions a full range

of educational opportunities, ranging from online webinars to state and regional schools and conferences, including

the comprehensive Learning Journey. In total, more than 30 exceptional training opportunities were available to credit

unions to assist in expanding knowledge. 

Beyond consultation and educational and training opportunities, in 2005 the League worked to equip credit unions with

up-to-date information to respond to the often complex marketplace through an array of publications. From Connection,

the League’s official magazine and Noteworthy, a weekly publication answering questions on rules, regulations, and

operations, to League Compliance Infosight, an online, multi-state endeavor created to provide credit unions with

detailed compliance insight, the League filters information important to credit unions and disseminates more than 20

comprehensive publications to help credit unions achieve higher levels of efficiency and competitiveness. 

To ensure that credit unions have access to the products and services necessary to solidify growth and success, the

League offers key credit union solutions. For example, Growth by Design offers credit unions reasonably priced and

creative marketing and advertising materials to help build a strong brand identity and to further increase product and

service penetration. The League also makes available the CU Compliance Specialist Program. This innovative

approach to compliance support ensures that credit unions have reliable, compliance assistance through leased

compliance personnel. Credit unions also benefit from CU SupportNet. CU SupportNet offers credit unions turnkey

solutions designed to maximize the opportunities of the online environment. From web site design, development and

reliable maintenance, to online surveys and marketing programs, CU SupportNet takes credit unions to the next level

with cutting-edge technology and highly efficient service.

DISTINGUISHING CREDIT UNIONS
2005 League Accomplishments
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DISTINGUISHING CREDIT UNIONS
2005 League Accomplishments

Outreach
The Georgia Credit Union Foundation was formed in 1988 for charitable, scientific, and educational purposes in the

field of consumer thrift and credit with special emphasis on credit unions. The Foundation supports credit unions and

the communities they serve by fulfilling the educational and training needs primarily for credit unions $20 million and

under. The Foundation also focuses on assisting credit unions in times of disaster and supports numerous worthwhile

charities that touch the lives of credit union employees, volunteers and members who have been directly impacted. As

a testament to the unparalleled cooperation that the Foundation inspires, the Georgia’s People-to-People Polish

Partnership program continues to grow and flourish. In fact, this cross-cultural exchange program, fueled by the

support of the Foundation, celebrated its 10th anniversary in 2005 and continues to be an inspiration and worldwide

model of collaboration. In 2005 alone, the Foundation and its supporting credit unions gave close to $150,000 to fund

an array of important initiatives, including disaster relief, grants for education, website development, marketing and

strategic planning. This type of focused giving has enabled the Foundation to do profound good and will be the catalyst

of its continued support of credit unions and the people they serve. 

In addition to the outreach endeavors accomplished through the Foundation, Georgia credit unions have supported

various organizations, including United Way, Habitat for Humanity, March of Dimes, Ronald McDonald House, School

Reading Programs, American Red Cross, Meals on Wheels, Educational Scholarship Programs, and the American

Cancer Society. Credit unions have also donated more than $1 million to significantly advance the mission of the

Children’s Miracle Network. 
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LEADERSHIP REPORT

Much is expected from the state trade association. What

matters most depends on who is asked…and, to a large

degree, when the asking is done. But, one role that has been

essential over the years is the enhancement and protection

of the credit union operating environment. To that end,

2005 has to be regarded as a very productive year. 

State and federal laws define who credit unions can serve and what services can be provided. Regulations and

regulators have much to say about how these services can be supplied to members. In 2005, the Georgia Credit Union

League was successful in passing a number of modernization provisions to the State Code. These new provisions

endow state chartered credit unions with substantial additional authorities for serving members. At the federal level,

the League worked in concert with CUNA and the other leagues to advocate for charter enhancements and

successfully defended another bank-supported challenge to the income tax exemption.

Thanks to the innovative Georgia Credit Union Affiliates organization structure, the League works in close concert

with the other state support organizations to enhance the operating environment for Georgia credit unions.

Considerable change is taking place in the techniques and technologies associated with knowledge development. The

League has taken substantial initiatives to coordinate its efforts with other states and the national support

organizations. Specialized and targeted information pieces are produced by the Georgia League so that the cost of

gathering and concising information is considerably reduced for credit unions. Substantial effort is devoted to helping

credit unions comply with the growing list of laws and regulations that affect their operations. 

These and other support activities evidence exceptional focus on the role of enhancing and protecting the credit union

operating environment. The League will continue its focus in this area as the future unfolds. None of this is possible

without the continued support of Georgia credit unions and the superb contributions of our capable staff. It is our

privilege to say thank you on behalf of the entire board of directors. 

Ed CollinsMike Mercer
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TREASURER’S REPORT

The Georgia Credit Union League is dependent on voluntary contributions from its

members to gain financial support. These contributions really are a commitment from

Georgia credit unions to help support the League’s efforts to achieve success in the areas

of advocacy and credit union development. The League has the financial responsibility to

focus its resources on issues of importance to all its credit union members. The dividends

from these credit union investments are unlimited, because the benefits of League efforts

accrue to members of all sizes. It is my pleasure to report a positive financial position and

operating results for the League and its subsidiaries for the year ended December 31, 2005.

Member financial commitments take on several forms at the League. The primary means of support at the League is

member dues. Credit unions contributed just over $1.8 million during 2005. The CU Progress Fund was created in

2003 to enhance credit union influence among government officials, media representatives and civic organizations.

Contributions of better than $170,000 were received into the Fund in 2005, and the investments were used to enhance

the League’s lobbying presence at state government, passage of an important law enhancing the State Credit Union

Act, and support for the state-wide cooperative advertising campaign. Additional revenues were earned at the League

through its credit union development activities, including compliance and planning services. 

Total League revenues, excluding the CU Progress Fund, were $2,051,113 during 2005. Expenses were fairly evenly

distributed between advocacy and credit union development activities and totaled $1,962,942 for the year, resulting in

an operating margin of $88,171. The League’s subsidiary companies provide a valuable source of fee-based

consultative services including consulting, marketing, education and training, conventions, audit and technical

services, and credit card support. Equity in the earnings of these companies added $132,452 to League resources. The

total combined increase in net assets at the League was $220,623 for the year.

The League’s balance sheet totaled $3,877,217 as of year-end. Cash positions are relatively strong at almost $1.7

million, which equates to 94% of the total dues collected in 2005 and 87% of the total expenses for the year. Other

significant assets consist of investments in subsidiaries and retained fund balances.

The December 31, 2004 financial statements were audited by Mayer Hoffman McCann, PC of Atlanta during 2005.

The financial statements were certified to be in compliance with generally accepted auditing standards. An audit of the

2005 financial statements shown in this report was being conducted at the time this report was prepared. 

Greg Connor 
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FINANCIALS

2005 Georgia Credit Union League Revenue Sources

Dues: $1,811,061

CU Development: $87,941

Other: $86,941

2005 Georgia Credit Union Services Revenue Sources
Marketing Services: $623,304

Marketing Agreements: $881,311

Management Fees: $1,733,137

Other: $148,448

Education: $202,236
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FINANCIALS

STATEMENTS OF FINANCIAL CONDITION

BALANCE SHEETS
Assets 2005 2004
Cash $ 1,698,189 $ 1,643,187
Prepaid Expenses 14,759 20,000
Investment in Subsidiaries 1,973,754 1,890,026
Investment in CU House 100,000 100,000
Investment in League InfoSight 40,000 40,000
Other Assets 50,515 107,188
TOTAL ASSETS $ 3,877,217 $ 3,800,401

Liabilities and Equity
Accounts Payable $ 88,932 $ 205,875
Accrued Expenses 49,646 50,259
Other Liabilities - 11,775
Retained Earnings 3,738,639 3,532,492
TOTAL LIABILITIES & EQUITY $ 3,877,217 $ 3,800,401

INCOME STATEMENTS
Revenues 2005 2004
Dues $ 1,811,061 $ 1,782,145
Education & Training 77,435 69,459
Other Income 162,617 147,293

TOTAL REVENUE $ 2,051,113 $ 1,998,897

Expenses
Personnel $ 971,142 $ 912,830
Operations 883,041 822,246
Administration 108,759 124,027
TOTAL EXPENSES $ 1,962,942 $ 1,859,103

OPERATING MARGIN $ 88,171 $ 139,794

Equity in Subsidiary Earnings $ 132,452 $ 151,883

COMBINED NET INCOME $ 220,623 $ 291,677

NOTES TO GCUL FINANCIAL
STATEMENTS

1. Summary of Significant Accounting Policies

Description of Operations
Georgia Credit Union League, Inc. (The League) is
a not-for-profit trade association comprised of state
and federal credit unions located in Georgia. The
purpose of the League is to promote the credit union
movement within the state of Georgia. Georgia
Credit Union Services, Inc., a wholly owned
subsidiary of the League, is primarily in the
business of furnishing various services and supplies
to credit unions within the state of Georgia. GCUL
Acceptance Corporation provides Georgia’s credit
unions with lending support services and is owned
50% by the League and 50% by Cooperative
Services, Inc. The operating results of these two
companies are included in the League’s income
statement as Equity in Subsidiary Earnings.

Membership Dues
Membership dues are recognized as income when
earned in the applicable membership period.

Income Taxes
The League is exempt from federal income taxes
under section 501(c)6 of the Internal Revenue
Service Code. Georgia Credit Union Services and
GCUL Acceptance Corporation are taxable
corporations and account for income taxes in
accordance with Statement of Financial Accounting
Standards No. 109, which was adopted as of
January 1, 1992.

2. Related Parties
Each year, the League enters into a management
contract with Georgia Credit Union Affiliates, Inc.
and Georgia Credit Union Services. Under this
contract, the League is provided with general
management and administrative support services
and the use of facilities and related equipment. The
League, Georgia Central Credit Union and
Cooperative Services, Inc. each have a one-third
ownership interest in the Affiliates.
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In recent years, the world of payments has shifted dramatically. In fact, the Federal Reserve has described the current

payment system as “a system in flux.” In other words, rapid adoption of incredible levels of technological innovation

has given rise to a multitude of payment options that are not only being embraced by the consumer, but demanded.

Whereas the mid-eighties saw heavy reliance on cash and paper checks, a Gallup survey of over 1,200 American debit

cardholders indicate that cardholder awareness, usage and attitudes toward debit cards have skyrocketed in a positive

direction. Such enthusiasm for this non-paper payment option has further burgeoned an appetite for more flexible and

secure payment alternatives to fit consumers’ hectic lifestyles. In fact, a typical Georgia credit union member in 2005

wrote only 8 checks a month as compared to 22 a month in the late ‘80s. These members relied on electronic and

plastic payments such as debit and credit cards, and Pay Pal for point-of-sale payments. While checks are still the

primary form of bill payment, use of home banking bill payment systems has also grown substantially. 

To answer the consumer demands for greater payment flexibility, financial service providers are creating new payment

options on a regular basis. These challenges have resulted in several key implications for credit unions. For one, credit

unions have had to become well versed in new laws and operational procedures. Compliance with consumer protection

laws varies by product creating even greater complexity for consumers and providers alike. 

EVOLUTION OF PAYMENTS
2005 CSI Accomplishments
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EVOLUTION OF PAYMENTS
2005 CSI Accomplishments

Operational impacts include issues with new networks as service providers strive to create opportunities in these new

areas. Credit unions rely on networks such as VISA, Mastercard, NACHA, Star and others. New players like

Viewpoint, EndPoint Exchange, SVPCo and others are adding to the complexity. Additional networks provide

operational complexity, accounting complexity, and compliance complexity. All drive up costs for delivering the

services. Often we wish for a single solution and a single set of regulations, but competition drives down costs and

improves functionality faster than happens in a monopolistic environment. 

With the proliferation of these convenience services has also come new levels of fraud and intensified demands on

reliability, all which create concerns and challenges for financial service providers. Multi-factor authentication vs. ease

of use for the consumer. Lock down systems vs. easy access. Balancing security and privacy against accessibility is a

significant challenge. 

Such opportunities, and their attendant issues, have dramatically increased the need for cooperative solutions –

solutions where our group purchasing, group management, group production capabilities are more necessary than ever

as we strive to create affordable and quality solutions. To assist credit unions in responding to these needs, CSI works

to leverage credit union competitive advantage through innovation, cost reduction and risk sharing. 
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2005 ACCOMPLISHMENTS
2005 CSI Accomplishments

Shortening the Paper-to-Image Transition
In 2005 the CSI board committed to accelerate the paper–to-image transition by making investments in solutions at

CSI and in our partner relationship – CU Images, LLC. This continues a trend of the last four years that looks to

image solutions to replace paper processes. 

During 2005, CSI’s eStatement service grew from 11 credit unions with 17,000 members signed up for this 

convenient service to 17 credit unions, representing more than 42,000 members. This reliable service saves credit

unions costs associated with printing and mailing statements, and gives members faster access to their statement in a

secure environment. 

Likewise, CSI customers experienced the benefits and cost savings associated with providing members with access to

online check images. Check images reduce the number of telephone or in-person member inquiries and further enables

members to access the information they need in a 24/7 environment. 

Piloted in 2005, document image archive provides credit unions the opportunity to replace microfilm and paper

documents with images using CSI’s image archive. These images are retrievable in the same secure and reliable

manner as check images and eStatements. 

To further assist credit unions in navigating in the marketplace, CSI also now offers branch capture. Branch capture

provides credit unions the ability to capture check images at the teller line. These images can then be easily

transmitted to CSI for collection. Credit unions that take advantage of this innovation will enjoy significant cost

savings through reduction of courier expense and the accelerated availability of funds. The CSI Board authorizes that

each owner credit union that converts at least one location to branch capture during 2006 will have the cost of the

software paid by CSI for the first branch.



172005 Annual Report • Georgia Credit Union Affiliates 

2005 ACCOMPLISHMENTS
2005 CSI Accomplishments

New Uses for Digital Images 
CSI and its joint venture CU Images, LLC are constantly assessing opportunities for new image-based solutions. One

possibility includes a virtual safe deposit box service that credit unions can offer their members. Prior to Katrina many

thought – “I’ll just burn a CD of my files, and that will do fine as a backup.” Many found the backup destroyed with the

original PC. Many also found the backups were not current – a virtual safe deposit box could offer access wherever and

whenever desired through the Internet. This idea is under consideration and may be feasible in the future. 

Protection Against Fraud
CSI and CU Images have been audited and reviewed by several internal and external sources, including NCUA & the

Georgia Dept of Banking and Finance. Regular security reviews are an ongoing part of CSI’s effort to provide top

quality protection of CU and member data. This aspect of every credit union’s life is under constant threat and attack.

Every solution causes the attackers to create new challenges. Staying on top of this game is a constant challenge, and one

that all credit unions benefit from when sharing the costs through CSI. 

2006 has plans for a SAS 70 type II audit in addition to continued IT audits and reviews.
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2005 ACCOMPLISHMENTS
2005 CSI Accomplishments

Reliability
As consumers grow to depend on online services, reliability becomes even more important. In 2005 CSI and CU Images

added failover solutions to substantially reduce the possibility of downtime. This again becomes more cost effective for each

credit union as the costs are shared at CSI. 

Education and Networking Opportunities
To provide key support and networking opportunities, CSI makes available the EFT Council and the Shared Service

Center Council. Both of these groups provide a forum for open discussion and the capacity to gain valuable strategic and

operational information. 

In 2005, the EFT Council met 4 times to cover topics such as debit card rewards, plastic card fraud, and best practices for

procedures and program growth. Networking and information sharing are benefits of this very popular council. 

The Shared Service Center Council began meeting for the first time in 2005. This council is aimed at bringing shared branch

personnel together on a regular basis to discuss operational issues, to identify opportunities to enhance the shared branch

service experience, and to identify best practices for reducing and managing problems including fraud. 

Leverage Influence of EFT Suppliers
CSI takes an approach to contract negotiations unlike any other in the country. Whereas the typical tactic has been to find a

vendor and offer to assist them in ‘selling’ their product to credit unions, CSI serves as a buyer’s agent. This allows CSI

partners to leverage combined purchase power and ensures involvement in RFP design, evaluation and final selection

process. CSI’s network agreements, statement printing and check printing agreements are examples of this buyer’s agent

process. 2005 saw a renewal of the statement printing agreement after a thorough RFP process. 
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Shared Network & Hurricane Katrina
In 2005 Hurricane Katrina devastated the Gulf Coast, posing significant challenges for affected credit unions and their

members. During this tumultuous time, shared branching proved to be invaluable in terms of facilitating tangible help.

Because of the unique structure of the shared branching network, affected credit union members were able to access their

funds at an array of locations across the country. This network not only enabled monetary access, it also demonstrated the

power of collaboration and credit unions’ unique capacity to help others. 

Georgia credit unions were active in 2005, adding eight new locations to the state’s network of shared branches, including

Port Wentworth, Columbus, Dallas (GA), Marietta, Milledgeville, Kennesaw, Waynesboro and Warner Robins. Nationally

there are nearly 1200 participating credit unions with over 2000 locations in 44 states. 

2005 ACCOMPLISHMENTS
2005 CSI Accomplishments
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LEADERSHIP REPORT

The CSI Board and management have been focused on the

significant changes that are occurring in the payments

environment in which our credit unions operate. We have

been reminded of the early predictions when ATM’s first

came on the scene – teller lines will disappear. That hasn’t

happened. What happened instead was that many members

stopped coming to the teller window once a week, and

instead went to the ATM four times a week. What was thought to be a cost reduction device quickly became an

expensive cash dispenser. Fees for excessive use began to bring the usage to a more acceptable level. But ATM usage

was still more frequent than teller line usage for most members. 

Plastic cards (debit in particular) were predicted to ‘virtually eliminate’ checks. Check reduction because of debit

cards is a reality. Debit card usage has also impacted ATM and shared branch transaction volumes, but the number of

debit transactions far exceeds the drop in other payment type transactions. 

The simplicity of the payments environment of 1980 will not return; new payment mechanisms will be developed.

Requirements for confidentiality and privacy conflict with the consumer’s demand for ease of use - anytime and anywhere.

Desire for growth and a need to serve all aspects of the marketplace conflict with ‘know your member’ mandates. 

These challenges are huge for the big banks - they are monumental for credit unions. How can credit unions hope to

not only keep up, but stay ahead of the competition? Only through cooperation in companies like CSI - owned by

credit unions, for credit unions, to better serve credit union members. 

Our commitment to you, our Georgia credit unions, is to continually stay in touch with the changes in the

marketplace, to identify ways that credit unions can work together to bring efficiencies to the payments environment,

and to work to bring solutions to you in the most beneficial manner possible. 

Ralph Jones Linda Finch
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TREASURER’S REPORT

Credit unions today operate in an environment where there is constant pressure to

improve operations, while reducing costs. These are the challenges that all credit unions

must continually meet; all while answering the new demands of an ever-increasing

technology-driven membership. With more than 18 years experience, CSI continues to

deliver payment and electronic processing solutions to help credit unions streamline

processes and maintain competitive advantages. I am pleased to report another successful

year of financial results to the shareholders and users of CSI.

CSI’s balance sheet as of December 31, 2005 remains solid, with total assets of $4,875,544. Cash and investments in

subsidiary companies are the significant assets, while the company remains debt-free on the liabilities side of the

balance sheet. The company has compiled better than $3.5 million in total stockholder’s equity. CSI has proved to be

a good investment for its 61 credit union owners. Book value per share of common stock rose to $2.05 per share as of

year-end, compared to its original $1.00 par value. 

During 2005, consumers continued to migrate away from traditional paper check payment activities to debit cards and

electronic banking. Check clearing volumes for the year were almost 18% lower than in 2004 – 65.9 million items

compared to 77.7 million. Check clearing volume in 2005 was almost 30 million items lower than 2001. In concert with

this reduction in paper payments volume, CSI has actively created services and new revenue streams related to the

capture of electronic check images. Additionally, lower check volumes have reduced operating costs for personnel and

technology. So far, CSI has been able to manage the transition from paper to images in a profitable manner. 

In addition to payments processing, CSI also assists credit unions in ATM processing. Transaction revenues from this

activity increased by 8% during 2005. CSI also is engaged in network administration for the shared service center

network in Georgia. 

CSI posted a net operating margin of $279,650 on total revenue from all sources of $4,422,289. CSI maintains

investments in Swirl, LLC (shared branching), CU Images, LLC (image storage and retrieval), and GCUL Acceptance

Corp. (credit card processing). CSI’s portion of the earnings of these subsidiaries added $133,406 to the bottom line.

After tax net income was $266,441.

The December 31, 2004 financial statements were audited during 2005 by Mayer Hoffman McCann, PC of Atlanta.

The firm issued an opinion that the financials were in accordance with generally accepted accounting standards. The

audit of the 2005 financial statements was in process at the time of this report. Additionally, the operations at CSI

were audited by the National Credit Union Administration (NCUA) during 2005.

Dan Decinque
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2005 CSI Revenue Sources
Service Center Mgmt.: $356,222

Other: $44,869

ATM Processing: $895,058

Payments Processing: $3,126,139

CSI Operating Margin Summary
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STATEMENTS OF FINANCIAL CONDITION

BALANCE SHEETS
Assets 2005 2004
Cash $ 867,140 $ 1,185,039
Accounts Receivable 361,243 10,151
Prepaid Expenses 186,290 207,561
Furniture & Equipment 94,497 107,082
Investment in Subsidiaries 1,870,339 1,706,011
Accrued Income 1,377,112 1,367,324
Other Assets 118,923 11,020
TOTAL ASSETS $ 4,875,544 $ 4,594,188 

Accounts Payable $ 155,050 $ 328,102
Accrued Expenses 1,006,968 992,213
Notes Payable - 30,407
Deferred Income 179,602 69,066
Common Stock 2,060,269 2,060,269
Treasury Stock (385,560) (385,560)
Additional Paid-in-Capital 122,527 122,527
Retained Earnings 1,736,688 1,377,164
TOTAL LIABILITIES & EQUITY $ 4,875,544 $ 4,594,188

INCOME STATEMENTS
Revenues 2005 2004
Payment Systems $ 3,139,838 $ 3,378,617
Shared Distribution 1,251,280 1,194,712
Interest Income 31,171 11,079
TOTAL REVENUE $ 4,422,289 $ 4,584,408

Personnel $ 1,892,388 $ 2,113,914
Operations 2,105,296 2,074,928
Administration 144,955 135,894
TOTAL EXPENSES $ 4,142,639 $ 4,324,736

INCOME FROM OPERATIONS $ 279,650 $ 259,672

Equity in Subsidiary Earnings $ 133,406 $ 30,052
Taxes $ (146,615) $ (158,000)

NET INCOME $ 266,441 $ 131,724

NOTES TO CSI FINANCIAL STATEMENTS

1. Summary of Significant Accounting Policies
Description of Operations
Cooperative Services, Inc. (the Company) was formed on
December 15, 1988, and began offering services to credit
unions throughout the state of Georgia in July, 1989. The
Company is owned by 60 credit unions doing business in
Georgia and Georgia Central Credit Union. The Company
performs check processing and other services for various
Georgia credit unions, including its owners.

Fixed Assets and Depreciation
Furniture, equipment and computer software are stated at cost.
Depreciation and amortization are computed using the double
declining balance method for furniture and equipment and the
straight-line method for computer software over the estimated
useful lives of the assets.

Income Taxes
Income taxes are accounted for in accordance with Statement
of Financial Accounting Standards No. 109, which was
adopted as of January 1, 1992.

2. Related Parties
Each year, the Company enters into a management contract
with Georgia Credit Union Affiliates and Georgia Credit
Union Services, Inc. Under this contract, the Company is
provided with general management and administrative support
services and the use of related equipment. The League,
Georgia Central Credit Union and Cooperative Services, Inc.
each have a one-third ownership interest in the Affiliates.

3. Investment in Subsidiaries
The Company maintains ownership interest in the following
companies as of December 31, 2005:

GCUL Acceptance Corp. – 50%
CU Images, LLC – 50%
Georgia Credit Union Affiliates – 33%
SWIRL, LLC – 31%
Credit Union Service Corp. - <20%

4. Capital Stock
The Company’s authorized and outstanding shares of capital
stock are as follows:

Class A voting common stock
Par Value: $1.00
Authorized: 10,000,000 shares
Outstanding: 1,000,000 shares

Class B non-voting common stock
Par Value: $1.00
Authorized: 20,000,000 shares
Outstanding: 28,598 shares

Class C voting common stock
Par Value: $1.00
Authorized: 10,000,000 shares
Outstanding: 696,848 shares




