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“While I take inspiration from
the past, like most Americans,
I live for the future.”

— Ronald W. Reagan

As Southeast Corporate and Corporate One work to
complete the process necessary to combine our two
organizations, these are encouraging words from our
nation’s 40th President.

Southeast Corporate’s Annual Report recalls many
accomplishments during the past 35 years — all

made possible by our member credit unions’ vision,
commitment and passion for “people helping people.”
Our history is certainly a source of inspiration; but
even more, we believe Southeast’s legacy will be a
testament to the power of cooperation — now and in
the future.
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BOARD CHAIRMAN'S

Report

enowned physicist Stephen Hawking

has said that “intelligence is the ability
to adapt to change.” With the financial challenges of re-
cent years, | believe that means all of us in our industry
have become rather smart.

It certainly was a smart decision when, thirty-five
years ago, a small group of credit union leaders got
together to start a corporate credit union to serve the
southeastern part of the country. After all, they rea-
soned, if credit unions are such a good idea, why not
create one just for credit unions? So, in February 1976,
Southeast Corporate Federal Credit Union was born in
Huntsville, Alabama. Initially, Southeast Corporate was
organized and operated from Redstone Federal Credit
Union. In 1977, at the end of the first year of operation,
Southeast’'s assets were $4.4 million. After moving to
Tallahassee in 1978, assets had grown to $10.2 million.

While | wasn'’t part of the initial action that created
Southeast, I've been privileged to be part of the Board
of Directors for the past 25 years, and it has been one
of the highlights of my credit union career. | have seen
Southeast progress from a small organization offering
only shares and loans, to a full-service financial institu-
tion that has saved credit unions countless dollars and
more hours in back-office labor than anyone can count.

A Look Back

I hope you'll take time to look at the Southeast Time-
line in this annual report, to see the many signs of prog-
ress throughout our history. But as we close this chapter,
I’m going to take “Chairman’s Privilege” to highlight just
a few successes that I've seen over the years. Some
of these you may have heard me talk about before, but
they are accomplishments that deserve pride — and they
bear repeating.

As far back as 1981, Southeast Corporate installed
its first wire-transfer system with the Jacksonville Feder-
al Reserve Bank. Funds-transfer volume back then was
a handful of wires. Today, our total funds-transfer volume
is in excess of 120,000 transactions a year, amounting
to more than $37 billion. While we had a modest settle-
ment operation back in the late '70s and early '80s, by
the end of 2010, Southeast was handling more than
700,000 settlement transactions annually, totaling some
$30 billion.

Southeast Corporate reached its first $1 billion in
assets in 1990. Just a couple of years later, we sur-
passed $2 billion and greatly enhanced our infrastruc-
ture to include the first LAN computer system, as well
as the Bloomberg system for monitoring and analyzing
financial market data in real time.

In 2001, Southeast debuted its item-processing fa-
cility in Jacksonville; and by year-end, the 100th credit
union had come aboard. As of 2010, your Corporate
processed more than 95 million items annually, for a dol-
lar volume of $40 billion.

During the past decade,
Southeast Corporate has brought
many new services to credit
unions, including several CUSOs
that have resulted in greater economies of scale. Member
Business Solutions and the Corporate Synergies core-pro-
cessing CUSOs were launched in 2003, and Accolade In-
vestment Advisory CUSO was founded in 2007. Southeast
is also a co-owner of Primary Financial, the CUSO for the
SimpliCD nationwide certificate of deposit program. Sim-
pliCD was originally developed by Corporate One Federal
Credit Union ... which leads me to today and our decision
to pursue a merger with Corporate One.

A New Era

We are preparing to enter a new era — a new chapter
in Southeast Corporate’s book, if you will. As we perform
the necessary steps to join with Corporate One, | believe
our credit unions will continue to benefit from all that has
made our Corporate a great organization. By combining
corporates, we will have the tools to help credit unions
throughout the country compete and succeed for many
years to come.

Some may be sad that Southeast Corporate will not
continue in its present form. It has been an important as-
set and good friend to credit unions for many years. But
I much prefer to look forward, and | firmly believe South-
east’s strengths — member-focused service, proven exper-
tise, high integrity and intense dedication — will continue
after the merger is complete.

Over a quarter century, I've had the honor to work
with an outstanding Board of Directors and staff, including
Southeast’s three highly capable CEOs: Jim Taylor, whose
steady hand created a strong foundation; Bill Birdwell,
whose vision built a full-service corporate; and Brad Miller,
whose leadership navigated through a most challenging
time. Each of these talented executives brought new in-
sights and tremendous strengths that have served South-
east Corporate and our members well.

Now we have new opportunities to write Southeast
Corporate’s next chapter as part of another fine organiza-
tion. During the due-diligence process, your Board of Di-
rectors has come to understand and appreciate the goals
and business strategy developed by the officials and man-
agement of Corporate One, and we have seen in them
a shared spirit of cooperation, service and commitment.
Two centuries ago, the Roman philosopher Seneca said,
“Every new beginning comes from some other beginning’s
end.” | can think of no more fitting sentiment for what | am
convinced is just the beginning.

Réiebctfully submitted,
Timotr;%u g
Chairman

President/CEO
PowerNet Credit Union
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PRESIDENT/CEO’S

Report

outheast Corporate began to turn the

corner in 2010 on what has been an

extremely challenging period in your Cor-

porate’s history. Stabilizing and improving Southeast

Corporate’s financial performance, managing through

a difficult market environment, and developing a new

business model and plan for the future have been key

areas of focus since | came on board as President/CEO

in March 2010. We've accomplished a number of no-

table achievements that have had a direct and positive

impact on our members. A few of these accomplish-
ments include the following:

Financial Performance

After two very difficult years of losses in 2008 and
2009, Southeast Corporate returned to profitability in
2010. Operating earnings improved to $2.1 million in
2010, compared with $0.4 million in 2009. Southeast
recorded additional impairment-driven net losses on
our investment portfolio of $1.9 million in 2010, leaving
net income of $0.24 million in 2010.

Expense reductions totaling $4.2 million were made
in 2010, following $2.7 million of expense reductions
in 2009. Together, this nearly $7 million represents a
32 percent decline in annual operating expenses over
the two-year period. The cuts were accomplished by
consolidating operations, eliminating redundant and/or
unnecessary processes and negotiating better vendor
pricing on your behalf. While necessary to return South-
east Corporate to sustainable and positive operating
earnings, these efficiency gains did not impact member
service or the Corporate’s operating risk posture.

We've continued to improve our operational struc-
ture and financial performance, generating $2.2 million
in retained earnings through September 2011. Although
we continue to experience challenges in net interest
income, given the market environment and regulatory
constraints we are operating under, as well as declining
item processing revenue, we are seeing good growth
in the operating revenue produced by our CUSOs. We
also continue to concentrate on lowering operating costs
and gaining efficiencies to improve our bottom line.

Business Systems and Services

Over the past year and a half, we have successfully
implemented significant upgrades to 35 business
systems and related applications. Some of the notable
improvements implemented include the redesign of our
website, replacement of our multi-factor authentication

system, and implementation
of our single-sign-on member
accountmanagementsystem.
Together, these systems have
significantly improved the security and convenience of
the online experience our members have with Southeast
Corporate. Improvements also occurred in our core
processing and Member$MART system infrastructures,
accounting for an uptime of more than 99.9 percent.

Leveraging virtualization technology enabled us to
reduce our physical server footprint by 40 percent and
allows Southeast Corporate to be more responsive to
system failures while providing a greater level of flex-
ibility for system maintenance, as well as reducing data
center utility costs.

In addition to building a leaner operating environ-
ment, we focused on improving our information assur-
ance capabilities emphasizing systems and data con-
fidentiality, integrity, and availability. We deployed an
advanced security information management system,
capable of detecting and alerting us about network and
data access anomalies in real time. We continued to
improve our disaster recovery and business continu-
ity capabilities by deploying a comprehensive virtual
desktop infrastructure (VDI). This VDI, coupled with our
data-replication services, gives Southeast Corporate
the ability to recover all mission-critical systems within
four hours of a failure at our primary facility and most of
these systems can be recovered within one hour. We
also upgraded our voice and data services, further en-
hancing our wide area network resiliency.

Other important changes include upgrading and
improving our share draft and remote deposit capture
capabilities, along with implementation of a Deposit Re-
turn Chargeback product. The new chargeback product
provides credit unions with a daily PDF file of their de-
posit returns or an option with built-in decision function-
ality and automatic redeposit of returns. It allows credit
unions to have returns the same day they are received
by Southeast Corporate, which reduces exposure and
risk to our members. We also implemented least-cost
routing, which greatly reduced expenses for sending
and receiving checks with our clearing partners.

These changes have not only benefited Southeast
Corporate and our members through enhanced capa-
bilities and better service, but they also have reduced
our operating costs in 2010 and 2011.

In addition, we introduced a new service and part-
nership with Sallie Mae, enabling our member credit
unions to provide an efficient and cost-effective student
loan solution for their members.




Our wholly owned CUSO, Member Business Solu-
tions (MBS), continues to perform exceptionally well, and
experiences continued growth in new clients, revenue,
and net income. MBS also surpassed a significant mile-
stone in 2011- topping $100 million in loan servicing.

Accolade Investment Advisory, the registered invest-
ment advisory CUSO wholly owned by Southeast Corpo-
rate, continued to add new clients and build net income while
providing exceptional value to credit unions. Accolade’s as-
sets under management grew to nearly $1.2 billion.

Moving Forward

Without question, the financial hardships experienced
by the entire corporate credit union system over the past
few years, coupled with the new NCUA Regulation Part
704, have forever changed the corporate landscape. These
factors, and specifically our devastating losses in 2008 and
2009 as a result of the financial crisis and the failure of U.S.
Central, have created an uncertain future for Southeast
Corporate. The challenges have been compounded by the
market environment and regulatory constraints we have
been operating under since the crisis first erupted.

To address these significant challenges, your Cor-
porate’s management and Board of Directors have been
focused on stabilizing and improving our financial perfor-
mance, ensuring that operational processes and member
services continue to function effectively and efficiently,
and building member value for the long term through a
new business plan for the future. Difficult but necessary
decisions had to be made to increase our operational ef-
ficiency while continuing to serve members in the excep-
tional manner you have been accustomed to for many
years. The effort, dedication, and passion of staff through-
out the organization to do more with less and continue
our culture of service excellence has been remarkable. It
demonstrates the truly outstanding staff you have working
for you on a daily basis.

As part of our business plan established in February
2011, members were presented with the strategy and spe-
cifics of what would be needed to recapitalize and main-
tain Southeast Corporate as a stand-alone entity going
forward. We also outlined a “Plan B” that included pursu-
ing a merger if sufficient capital was not raised that would
enable your Corporate to successfully meet the require-
ments of the new corporate regulation and build long-term
value for our members.

Through mid 2011, a series of communications, town
hall meetings, board meetings, webinars, and many in-
dividual and group meetings were completed to explain
and discuss the plan with members and a capital raising
process was conducted.

The capital subscription process ended in August
2011 and the amount of commitments received from
members under the recapitalization effort were well short
of the $80 million necessary to implement the plan and
move forward as a stand-alone corporate. In response to
members’ preference to not recapitalize Southeast Cor-
porate, we shifted our emphasis to trying to find a merger
partner that could provide the strategic goals we had out-
lined as part of our business plan.

We evaluated all corporates and then from this ini-
tial review, we narrowed our focus and analysis to a few
corporates who were in the best position to protect our
members’ interests. From there, we conducted diligent
and extensive analysis to find the most viable potential
merger partner based on our stated goals. Those goals
include: 1) preserving and protecting our members’ capi-
tal, 2) maintaining continuity of services by minimizing
service disruption and conversion costs and risks to our
members, and 3) creating a financially sound and effi-
cient corporate for the future to provide long-term value
to our members.

After this extensive evaluation and analysis process,
your Board of Directors signed a letter of intent to merge
with Corporate One FCU in September 2011. The board
and management strongly believe that a strategic part-
nership with Corporate One is the best and only remain-
ing option to protect our members’ capital and achieve
all our stated goals while preserving the franchise value
of Southeast Corporate that has been built over the past
thirty years of dedicated service to credit unions.

Efforts on the merger are now in full swing as we
have completed a series of town hall meetings across
Florida, Mississippi, and Alabama to discuss the merger
and a virtual town hall meeting was recorded and sent
to all members. Extensive work on the detailed merg-
er process and application to NCUA is proceeding on
schedule. After NCUA reviews and approves the merger
package, members will vote on the merger and deter-
mine their support for the combination through capital
commitments to maintain a strong and well-capitalized
corporate.

We are very excited about the benefits and bright fu-
ture of service this merger will bring to Southeast Corpo-
rate member credit unions. While we and our members
have had to deal with many uncertainties over the past
several years, this merger, if approved by NCUA and
supported by our members, will ensure a thriving and
progressive corporate to serve credit unions for many
years to come.

Southeast Corporate has served our members well
for more than 30 years. While the organization is trans-
forming and this brings a certain level of sadness and
uncertainty, the combination with Corporate One offers
members a very bright future with a strong, sustainable,
and innovative business partner to serve credit unions
for the next three decades and beyond.

Thank you to all our members for your loyalty, sup-
port, and dedication to your Corporate, and to our direc-
tors and committee members for your leadership and
perseverance.

Respectfully submitted,

”

Brad L. Miller

President and Chief Executive Officer
Southeast Corporate FCU

/

)

/Z% )

4

N Cw

Forward

Back, Look

| %}fd — Look

o)

ing

ing




ﬂ pJlemio bupjoo] Ypeg bunjooT —W% [gs %mmygjg@

FINANCIAL
Officer’s Report

fter picking up some momentum at the

end of 2009, economic growth as mea-
sured by the nation’s gross domestic product slowed
significantly during 2010, averaging only 2.8 percent.
Stubbornly high unemployment and continued prob-
lems in the housing sector took its toll on consumer
confidence, spending and the economic recovery.
The Federal Open Market Committee engaged in two
rounds of quantitative easing designed to keep longer-
term interest rates low, partly to stimulate home sales.
At the same time, the Committee was determined to
keep its overnight bank lending rate low for “an ex-
tended period.” The housing market continued its slide
downward in 2010, despite various government pro-
grams implemented to reverse or reduce the drain on
the nation’s economy, as well as improve consumer
confidence.

Weathering two very challenging years in 2008
and 2009, Southeast Corporate Federal Credit Union
returned to profitability in 2010, posting net income of
$240 thousand after recording impairment-driven net
losses on its investment portfolio of $1.9 million in 2010.
Pre-impairment operating earnings were $2.1 million in
2010, compared with $0.4 million in 2009.

Persistently low interest rates continued through-
out 2010. In addition, Southeast management began
to employ a strategy to shrink the balance sheet in an-
ticipation of more stringent capital ratio requirements
included in the new corporate regulations. In concert
with the investment restrictions operating at the Cor-
porate, net interest income declined from $9.5 million
in 2009, to $7.5 million in 2010. The net interest mar-
gin declined from 30 basis points in 2009, to 25 basis
points in 2010.

Although item processing fees fell seven percent
in 2010, total fee income only declined by four percent,
due to strong fee growth in the MBS and Accolade CU-
SOs. MBS fee income increased 15 percent over 2009,
as a result of growth in client volumes and servicing.
Accolade more than doubled its fee income from 2009,
as the CUSO added more than $200 million in assets
under management during 2010.

Your Corporate continued to make progress in
achieving greater operating efficiencies in 2010. After
reducing expenses by $2.7 million in 2009, manage-
ment trimmed another $4.2 million in 2010, totaling
nearly $7 million and representing a 32 percent de-
cline in annual operating expenses during the two-

year period. The gains were
accomplished by consolidat-
ing operations, eliminating
redundant or unnecessary
processes, and negotiating
better vendor pricing on your
behalf. | am pleased to report
that in achieving these sav-
ings, Southeast did not sacrifice member service or its
operating-risk stance.

In the fourth quarter of 2010, the NCUA finalized its
major overhaul of the regulations governing corporate
credit unions, with many of the regulations taking ef-
fect in October 2011. The new regulation contains sig-
nificant changes to the rules on investment concentra-
tions, investment options, capital requirements, board
governance and many other areas. Southeast and
other corporates were required to improve their capital
balances at a time when significant capital had been
depleted through the failure of U.S. Central Federal
Credit Union and/or investment-related losses on cor-
porates’ own balance sheets. Southeast set a course in
early 2011 to raise additional capital or pursue a merger
partner. The primary objectives of both options were to
preserve and protect your capital investment, maintain
continuity of services, and ensure your credit union is
provided long-term and sustainable value.

Southeast Corporate continued to improve its op-
erational structure and financial performance in 2011,
generating $2.2 million in retained earnings through
September. Although weakness continues in spread in-
come and item-processing fees, these have been offset
with revenue growth in MBS and Accolade and a con-
tinued focus on lowering back-room operating costs.

Our intent to merge with Corporate One Federal
Credit Union was announced to the membership in Sep-
tember 2011, and staff of both corporates is diligently
working on the merger plan as we close out 2011.

Respectfully submitted,

Raffael Crockett
Financial Officer
President/CEO
BrightStar CU




he Supervisory

Committee  is
responsible for ensuring
that the Board and man-
agement meet required fi-
nancial reporting objectives
and establish practices and
procedures sufficient to
safeguard members’ assets. It ensures that Southeast
Corporate maintains a system of strong internal con-
trols, complies with established state and federal laws
and regulations, and that its records provide a true re-
flection of its financial condition.

In accordance with these responsibilities, the
Committee hired the independent accounting firm of
Orth, Chakler, Murnane & Company, CPAs, to per-
form a comprehensive annual audit for the year ended
December 31, 2010. The results of the audit are con-
tained within the 2010 Annual Report. The Committee
also relied on the work of the Internal Audit and Com-
pliance Department, which conducted various internal
operational, compliance, and information technology
audits throughout the year.

We continue to monitor internal controls which are
changing in response to this turbulent business

SUPERVISORY

Committee Report

environment. In addition, the Corporate has continued
to work diligently, implementing enterprise-wide com-
pliance and risk management processes.

Based on the results of internal audits, the exter-
nal audit and the regulatory examination conducted
during the past year, the Supervisory Committee be-
lieves that Southeast Corporate has met its financial
reporting objectives and has established practices and
procedures sufficient to safeguard members’ assets.

The Committee would like to thank the Board of
Directors, management team and staff for their sup-
port and commitment to excellence. My appreciation
is extended to fellow committee members Jeanne
Kucey, President/CEO, JetStream FCU, and Peter
Giorgianni, Vice President/Operations, Railroad and
Industrial FCU.

Respectfully submitted,

Robert Fertitta

Chairman, Supervisory Committee
Chief Financial Officer

Navigator CU

SUPERVISORY Committee

Robert Fertitta

Supervisory Committee Chairman
Chief Financial Officer

Navigator CU

Officer

Peter A. Giorgianni
Supervisory Committee
Vice President & Chief Operating

Jeanne Kucey
Supervisory Committee
President/CEO

JetStream FCU

Railroad & Industrial Federal CU
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SENIOR Management

Brad Miller Rob Schleiter
President/CEO Executive Vice President
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John Alford Sandy Baker

Vice President Senior Vice President
Legal Risk Management Sales & Marketing

Jim Gallagher Jim Horlacher Kay Moon
Senior Vice President Senior Vice President Senior Vice President
Business Services Chief Technology Officer Chief Operations Officer




LOOKING BACK ... A Timeline of

Southeast Corporate Milestones

Southeast Corporate Boards Over the Years

—1976:

First chartered;
operations based in
Huntsville, AL; Ed
Gallagly named first
president

—1978:

Amends charter;
relocates operations
to Tallahassee, FL;
reaches $10 million in
assets

—1982:

Merges with Mississippi
League Central, adding
$15 million in assets

and 200 new members

—1984:

Southeast Corporate
designated an agent for
Central Liquidity Fund

—1990:

Reaches $1 billion in
assets

%}6 — Looking Back, Looking Forward
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—1992: Asset sizes
grows substantially in
two year’s time, to $2.2
billion
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Looking Back ... A Timeline of

Southeast Corporate Staff Then and Now

1996: —

Expanded field of
membership to include
Arkansas, Louisiana,
South Carolina, Puerto
Rico, and U.S. Virgin
Islands

1998: —

Granted national field
of membership

1985 Staff

2001:

Long-time President/
CEO James T. Taylor
retires; William Birdwell
selected new President/
CEO

2002:

After one year of
operating its Item
Processing Facility

in Jacksonville, FL,
Southeast Corporate
signs its 100th item
processing contract;
opens second facility in
Miami, FL
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Southeast Corporate Logo
Reflecting 1987-1992

2011 at the LSCU Development

Q Conference




Southeast Corporate Milestones

Special Occasions at Southeast Corporate
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— 2003:

Developed two
CUSQOs, Corporate
Synergies LLC
(providing core
processing) and
Member Business
Solutions (providing
business financial
services), and
partnered in a third,
Primary Financial
(SimpliCD)
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— 2005:

Reaches record $4.42
billion in assets;
initiates “Helping
Hands” loan for
member credit unions
recovering from
Hurricane Katrina

ing

— 2006:

Celebrates 30-year
Anniversary; Member
Business Solutions
exceeds $100 million
loan volume

%M — Look

— 2007:

Formed Accolade
Investment Advisory
CUSO; developed and
tested Teller Capture
and Merchant Capture
Services
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2008: —

Joined Federal Home
Loan Bank of Atlanta
to expand members’

alternative funding
sources

2010: —

President/CEO Bill
Birdwell retires and
Brad Miller is named
new President/CEQ;
partnered with Sallie
Mae to offer Smart
Option Student Loan
Program

2011: —

Decision is made to
pursue a merger with
Corporate One FCU
after recapitalization
effort falls short of $80
million goal.
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LOOKING BACK ... A Timeline of

Southeast Corporate Milestones

Supporting Staff & the Credit Union Movement
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2010 Serving lunch to employees during Staff Appreciation Day




Independent Auditors

May 24, 2011

To the Supervisory Committee and Management of
Southeast Corporate Federal Credit Union:

We have audited the accompanying consolidated statements of financial condition of Southeast
Corporate Federal Credit Union (the “Credit Union”) as of December 31, 2010 and 2009, and the
related consolidated statements of operations, comprehensive operations, equity, and cash flows
for the years then ended. These consolidated financial statements are the responsibility of the
Credit Union’s management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audit to obtain reason-
able assurance about whether the consolidated financial statements are free of material mis-
statement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the consolidated financial statements. An audit also includes assessing the ac-
counting principles used and significant estimates made by management, as well as evaluating
the overall consolidated financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all mate-
rial respects, the consolidated financial position of Southeast Corporate Federal Credit Union
as of December 31, 2010 and 2009, and the results of its consolidated operations and its con-
solidated cash flows for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

The Credit Union suffered substantial operating losses during 2008 and 2009. As a result, the
Credit Union’s capital ratios remain below regulatory requirements as of December 31, 2010.
On October 20, 2010, the NCUA issued a new corporate credit union regulation that requires
the Credit Union to meet certain capital and operating requirements in various stages over the
next 10 years. Management has analyzed the impact of the new corporate credit union regula-
tions and developed a business plan to meet the requirements of the new regulations. The new
regulations require the Credit Union to meet certain profitability requirements to build retained
earnings and require the Credit Union to raise capital by converting existing member capital and/
or requiring member credit unions to invest additional capital. There is considerable uncertainty
about the Credit Union’s ability to meet the profitability goals and to raise sufficient capital to sat-
isfy the requirements of the new regulations. See notes 6, 11, and 12 for further information on
the impact of this matter on the Credit Union’s consolidated financial statements.

Orth, Cliakiler, Warnane & (o

Orth, Chakler, Murnane & Company
Certified Public Accountants
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Gonsolidated'Statements of Financial Condition

ASSETS

ASSETS:
Cash
Other receivables
Investments:
Available-for-sale
Other
Loans to members, net of allowance for loan losses
Accrued interest receivable:
Investments
Loans
Prepaid and other assets
Property and equipment
NCUSIF deposit
Total assets

As of December 31,

2010 2009
$2,272,555 $2,320,785
2,333,418 1,592,888
674,581,687 709,372,063
1,857,545,907 2,563,257,552
12,757,956 34,333,161
2,596,082 7,181,872
72,451 116,332
1,244,809 6,733,554
7,320,038 8,211,978
781,363 910,837

$2,561,506,266

$3,334,031,022

LIABILITIES AND MEMBERS’ EQUITY

LIABILITIES:
Members’ share and savings accounts
Membership capital share deposits
Interest payable
Accounts payable
Other accrued liabilities
Total liabilities

Commitments and contingent liabilities

EQUITY:
Corporate reserve
Undivided earnings
Accumulated other comprehensive loss
Total members’ equity
Non-controlling interest
Total equity

Total liabilities & equity

As of December 31,

2010

2009

$2,547,451,558
62,839,720
2,187,531
1,117,862
1,804,456

$3,338,613,655
67,724,818
7,217,415
17,092,278
4,676,963

2,615,401,127

3,435,325,129

239,863 —
(54,727,894)  (101,772,841)
(54,488,031)  (101,772,841)

593,170 478,734
($53,894,861)  ($101,294,107)
$2,561,506,266  $3,334,031,022

The accompanying notes are an integral part of these consolidated financial statements.




Consolidated Statements of Operations

INTEREST INCOME:
Loans to members
Investments
Total interest income

INTEREST EXPENSE:
Members’ share and savings accounts
Borrowed funds
Total interest expense

Net interest income

PROVISION FOR LOAN LOSSES:

Net interest income after provision for loan losses

NON-INTEREST INCOME:
Fees and service charges
Investments
Disposition of property and equipment
Total non-interest income

NON-INTEREST EXPENSE:
Impairment of investments at U.S. Central FCU
Loss on investments, net
Compensation and employee benefits
Office operating costs
Professional and outside services
Other
Total non-interest expense

Net income/(loss) before
non-controlling interest

Non-controlling interest

Net income/(loss)

For the years ended December 31,

2010 2009
$874,685 $1,412,316
25,294,819 48,162,468
26,169,504 49,574,784
18,586,468 38,998,748
118,480 1,025,413
18,704,948 40,024,161
7,464,556 9,550,623
— 35,000
7,464,556 9,515,623
9,177,941 9,475,026
453,409 574,371
17,400 8,649
9,648,750 10,058,046
17,113,306 19,573,669
— 21,709,418
1,887,188 24,509,343
8,993,820 11,257,991
4,168,445 4,998,489
1,370,705 2,100,716
338,849 759,446
16,759,007 65,335,403
354,299  (45,761,734)
(114,436) (55,254)
$239,863  ($45,816,988)

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated|Statements of Comprehensive Operations

For the years ended December 31,

2010 2009
NET INCOME/(LOSS): $239,863 ($45,816,988)
OTHER COMPREHENSIVE INCOME/(LOSS):
Net unrealized holding gains/(losses) on
investments classified as available-for-sale 45,646,375 29,978,823
Net unrealized holding gains/(losses) on 457 plan
investment classified as available-for-sale (488,616) 634,169
Reclassification adjustment for net losses
included in net income/(loss) 1,887,188 24,509,343
Other comprehensive income 47,044,947 55,122,335
Comprehensive income $47,284,810 $9,305,347

Consolidated Statements of Equity

For the years ended December 31, 2010 and 2009
Accumulated

Other Non-
Corporate  Undivided Comprehensive Controlling
Reserve Earnings  (Loss)/Income Interest Total
Balance,

December 31, 2008 $— $612,078  ($156,895,176)  $357,605 ($155,925,493)
Net (loss)/income — (45,816,988) — 55,254 (45,761,734)
Sale of interest in subsidiary

to non-controlling interest — — — 65,875 65,875
Depletion of member

capital accounts — 45,204,910 — — 45,204,910

(See Note 6)

Other comprehensive

income — — 55,122,335 — 55,122,335
Balance,

December 31, 2009 — — (101,772,841) 478,734 (101,294,107)
Net income — 239,863 — 114,436 354,299
Other comprehensive

income — — 47,044,947 — 47,044,947
Balance,

December 31, 2010 $— $239,863 ($54,727,894)  $593,170  ($53,894,861)

The accompanying notes are an integral part of these consolidated financial statements.
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Consolidated Statements of Cash Elows

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments:
Provision for loan losses
Depreciation
Impairment of investments at U.S. Central FCU
Loss on investments, net
Amortization of investment premiums/discounts
Changes in operating assets and liabilities:
Other receivables
Accrued interest receivable
Prepaid and other assets
Interest payable
Accounts payable
Other accrued liabilities
Non-controlling interest

Net cash (used in)/provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Proceeds from maturities, sales and repayments
of available-for-sale securities

Purchase of available-for-sale securities

Net change in other investments

Net change in loans to members

Expenditures for property and equipment

Change in NCUSIF deposit

Net cash provided/(used in) by investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:

Net change in members’ share and savings accounts

Net change in membership capital share deposits

Net change in short-term borrowing

Net cash (used in)/provided by financing activities

Net change in cash
Cash at beginning of year

Cash at end of year

SUPPLEMENTAL CASH FLOWS DISCLOSURES:
Interest paid

SCHEDULE OF NON-CASH TRANSACTIONS:
Other comprehensive income

Depletion of member capital accounts

For the years ended
December 31,

2010 2009
$239,863  ($45,816,988)

— 35,000
1,023,819 1,190,870
= 21,709,418
1,887,188 24,509,343
335,701 (1,007,019)
(740,530) (969,810)
4,629,671 3,595,111
5,488,745 (294,479)
(5,029,884) (6,793,139)
(15,974,416) 16,542,121
(2,872,507) (21,653)
114,436 121,129
(10,897,914) 12,799,904
584,334,326 642,901,561
(504,721,892)  (281,901,959)
705,711,645 (1,025,460,249)
21,575,205 82,891,839
(131,879) (286,884)
129,474 (492,516)
806,896,879  (582,348,208)

(791,162,097) 800,391,631
(4,885,098) 5,741,182
—  (235,051,387)
(796,047,195) 571,081,426
(48,230) 1,533,122
2,320,785 787,663
$2,272,555 $2,320,785
$23,734,832 $46,616,905
$47.044,947 $55.122.335
$ — $45.204.910

The accompanying notes are an integral part of these consolidated financial statements.
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INotesitoithelGonsolidated Financial Statements Continued ...

NOTE 1: SIGNIFICANT ACCOUNTING POLICIES

ORGANIZATION

Southeast Corporate Federal Credit Union (the “Credit Union”) is a cooperative association organized in accordance
with the provisions of the Federal Credit Union Act for the purpose of providing correspondent banking services as
well as investment products and a source of credit for its member credit unions. The Credit Union also owns a majority
interest in three credit union service organizations (CUSOs) which are described below:

Member Business Solutions, LLC - The Credit Union owns the majority of this company. The remainder of the company
is owned by Georgia Corporate Federal Credit Union, formerly known as Georgia Central Credit Union. The primary
sources of income for this CUSO are provided through fees earned for the underwriting and documenting of business
loans for member credit unions and interest income on loans. During the years ended December 31, 2010 and 2009, the
revenues from this CUSO represented a nominal percentage of total revenues. This company services loans for other
credit unions which are not included in the accompanying consolidated statements of financial condition. The unpaid
principal balances of loans serviced approximated $51,658,000 and $43,698,000 as of December 31, 2010 and 2009,
respectively.

Corporate Synergies, LLC - The Credit Union owns the majority of this company. The remainder of the company is
owned by Georgia Corporate Federal Credit Union and VACORP Federal Credit Union. This company was started to
provide a core data processing system to corporate credit unions. During the years ended December 31, 2010 and 2009,
the revenues from this CUSO represented a nominal percentage of total revenues.

Accolade Investment Advisory, LLC - The Credit Union owns 100% of this company. This company was started in
2008 to provide investment advisory services to credit unions. During the years ended December 31, 2010 and 2009,
the revenues from this CUSO represented a nominal percentage of total revenues.

CONSOLIDATED FINANCIAL STATEMENTS/USE OF ESTIMATES

The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and the disclosure of contingent assets and liabilities as of the dates of the consolidated financial
statements and the reported amounts of revenues and expenses for the periods then ended. Actual results could differ
from those estimates. Estimates that are particularly susceptible to change relate to the determination of the allowance
for loan losses and fair value of financial instruments. The significant accounting principles and policies used in the
preparation of these consolidated financial statements, together with certain related information, are summarized
below.

PRINCIPLES OF CONSOLIDATION
The consolidated financial statements include the accounts of the Credit Union and the three CUSOs described above.
All significant intercompany accounts and transactions have been eliminated.

CASH
Cash includes amounts due from banks and corporate credit unions as well as deposits in transit. Amounts due from
banks and corporate credit unions may, at times, exceed federally insured limits.

OTHER RECEIVABLES
Other receivables include amounts due from member credit unions for pending ACH settlements. As of December 31,
2010 and 2009, the pending ACH settlements approximated $1,709,000 and $987,000, respectively.

INVESTMENTS

Investments are classified into the following categories: available-for-sale and other. Investments classified as available-
for-sale are measured at market value as of the consolidated statement of financial condition date. Unrealized gains
and losses for available-for-sale investments are reported as a separate component of members’ equity. The Credit
Union has elected to classify certain cash equivalents as other investments. This election is available to the Credit Union
according to the terms of Statement of Cash Flows Topic of the FASB Accounting Standards Codification. Realized gains
and losses on disposition, if any, are computed using the specific identification method. Investments are adjusted for
amortization of premiums and accretion of discounts over the term of the investment by a method that approximates the
interest method. Adjustments are recognized to interest income on investments.

During 2009, U.S. Central Federal Credit Union (USC) was conserved by the NCUA as part of the corporate credit union
stabilization plan. As part of the stabilization plan, the NCUA sold certain assets including marketable securities of USC
to its asset management company. The remaining assets as well as the correspondent banking services were moved to
the newly formed U.S. Central Bridge Corporate Federal Credit Union (USC Bridge) on November 1, 2010. USC Bridge
was chartered for two years and must seek a merger partner, reform as a new corporate credit union, or liquidate within
the chartered period. USC Bridge is a federally chartered financial services cooperative which operates for the benefit of
its members (primarily corporate credit unions) under the Federal Credit Union Act.




Notes to the Consolidated Financial Statements(Continuedf™

NOTE 1: (continued)

The principal activity of USC and USC Bridge is to provide wholesale investment, liquidity, custody and payment-system
services to its member corporate credit unions. USC and USC Bridge investments are generally interest bearing with
various maturity dates. The investments maintained by the Credit Union at USC and USC Bridge are carried at cost. Based
on actions taken by the NCUA in 2009 and 2010, the remaining investments in excess of insurable limits maintained at
USC and USC Bridge were temporarily guaranteed through December 31, 2012. As of December 31, 2010, the Credit
Union maintained approximately $34,050,000 of investments at USC Bridge with maturity dates beyond the temporary
guarantee period of December 31, 2012. (See Note 16)

LOANS TO MEMBERS AND ALLOWANCE FOR LOAN LOSSES

Loans are stated at the amount of unpaid principal, net of an allowance for loan losses. The allowance for loan losses
is increased by a provision for loan losses charged to expense and decreased by charge-offs (net of recoveries). The
allowance for loan losses is maintained at an amount that represents management’s estimate of incurred losses in the
outstanding loan portfolio. Management's periodic evaluation of the adequacy of the allowance account is based on the
Credit Union’s past loan loss experience, known and inherent risks in the portfolio, adverse situations that may affect the
borrower’s ability to repay, estimated value of any underlying collateral and current economic conditions.

Interest on loans is recognized over the terms of the loans and is calculated on principal amounts outstanding. The accrual
of interest is discontinued when management believes that collection of interest is doubtful.

PROPERTY AND EQUIPMENT

Land is carried at cost. Property and equipment are carried at cost less accumulated depreciation. Buildings, furniture
and equipment are depreciated using the straight-line method over the estimated useful lives of the assets. The cost of
leasehold improvements is amortized using the straight-line method over the term of the lease, or the estimated life of the
asset, whichever is less. The Credit Union reviews property and equipment (long-lived assets) for impairment whenever
events or changes in circumstances indicate that the carrying amount may not be recoverable.

NCUSIF DEPOSIT

The deposit in the National Credit Union Share Insurance Fund (NCUSIF) is in accordance with National Credit Union
Administration (NCUA) regulations, which require the maintenance of a deposit by each insured credit union. The deposit
would be refunded to the Credit Union if its insurance coverage is terminated, it converts to insurance coverage from
another source, or the operations of the fund are transferred from the NCUA Board. (See Note 16)

NCUA INSURANCE PREMIUMS

During 2009, the NCUA Board assessed a 15.0 basis point insurance premium on insured deposits as of June 30, 2009.
During 2010, the NCUA Board assessed a 13.4 basis point insurance premium on insured deposits as of March 31, 2010
and a 12.42 basis point insurance premium on insured deposits as of June 30, 2010. (See Note 16)

MEMBERS’ SHARE AND SAVINGS ACCOUNTS

Members’ shares are subordinated to all other liabilities of the Credit Union other than membership capital share deposits
and member paid-in capital deposits upon liquidation. Interest rates on members’ share and savings accounts are set by
management based on a daily assessment of available earnings and are not guaranteed by the Credit Union.

MEMBERSHIP CAPITAL SHARE DEPOSITS

Membership capital share deposits require a notification term of three years prior to their withdrawal from the Credit Union.
In the event of the Credit Union’s liquidation, membership capital share deposits are payable only after satisfaction of all
liabilities of the Credit Union, including uninsured share obligations to members and the NCUSIF, but excluding paid-in
capital deposits. The weighted-average rate paid on these deposits was 0.05% as of December 31, 2010 and 2009. (See
Notes 6 and 11)

MEMBERS’ EQUITY

The Credit Union is required to maintain a statutory reserve (corporate reserve) in accordance with the Federal Credit
Union Act and NCUA's Rules and Regulations. This statutory reserve represents a regulatory restriction and is not available
for the payment of interest. (See Note 11)

FEDERAL AND STATE TAX EXEMPTION
The Credit Union is exempt from most federal, state, and local taxes under the provisions of the Federal Credit Union Act,
Internal Revenue code, and state tax laws.

RECLASSIFICATIONS
Certain 2009 consolidated financial statement amounts have been reclassified to conform with classifications adopted in
2010.

SUBSEQUENT EVENTS
Management has evaluated subsequent events through May 24, 2011, the date the consolidated financial statements
were available to be issued. (See Note 17)
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NOTE 2: INVESTMENTS

The amortized cost and estimated market value of investments are as follows:

As of December 31, 2010

Einancial Statements Continued ...

Gross Gross
Amortized Unrealized Unrealized Market
Available-for-sale: Cost Gains Losses Value
Asset-backed securities $177,083,967 $266,760 ($32,312,743)  $145,037,984
Private issue mortgage-
backed securities 113,218,689 — (23,757,491) 89,461,198
Fed agency mortgage-
backed securities 94,245,649 374,786 (151,257) 94,469,178
Notes receivable 109,773,547 36,796 (3,486) 109,806,857
Fed agency securities 234,987,729 822,137 (3,396) 235,806,470
$729,309,581 $1,500,479 ($56,228,373) $674,581,687
As of December 31, 2009
Gross Gross
Amortized Unrealized Unrealized Market
Available-for-sale: Cost Gains Losses Value
Asset-backed securities $260,575,485 $188,273 ($58,827,328)  $201,936,430
Private issue mortgage-
backed securities 144,319,887 31,103 (43,469,478) 100,881,512
Fed agency mortgage-
backed securities 160,150,750 377,371 (1,435,566) 159,092,555
Notes receivable 17,007,321 51,272 — 17,058,593
Fed agency securities 229,580,076 892,666 (69,769) 230,402,973
$811,633,519 $1,540,685 ($103,802,141) $709,372,063

Proceeds from the sales of investments classified as available-for-sale approximated $20,000,000 for the
year ended December 31, 2009. No gains or losses were realized in connection with the sale of these invest-
ments for the year ended December 31, 2009.

The following tables show the gross unrealized losses and fair value of investments, aggregated by length of
time that individual securities have been in a continuous unrealized loss position.

As of December 31, 2010
Available-for-sale

Less than 12 Months 12 Months or Longer Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Asset-backed
securities $1,301,187 ($166,212) $127,241,591 ($32,146,531) $128,542,778 ($32,312,743)
Private issue mortgage-
backed securities 55,208 (6,267) 89,405,990 (23,751,224) 89,461,198 (23,757,491)
Fed agency mortgage-
backed securities — — 48,216,837 (151,257) 48,216,837 (151,257)
Notes receivable 20,503,801 (3,486) — — 20,503,801 (3,486)
Fed agency securities 19,998,240 (1,760) 2,008,635 (1,636) 22,006,875 (3,396)
$41,858,436 ($177,725) $266,873,053 ($56,050,648) $308,731,489 ($56,228,373)
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Notes to the Consolidated Financial/Statements]Gontinued/™

NOTE 2: (continued)

As of December 31, 2009
Available-for-sale

Less than 12 Months 12 Months or Longer Total
Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Asset-backed
securities $3,462,350 ($3,007,626) $181,597,822 ($55,819,702) $185,060,172 ($58,827,328)
Private issue mortgage-
backed securities 6,273,985  (5,133,272) 92,798,338  (38,336,206) 99,072,323 (43,469,478)
Fed agency mortgage-
backed securities 3,804,647 (30,384) 127,246,134 (1,405,182) 131,050,781 (1,435,566)
Fed agency securities 69,735,143 (69,769) — — 69,735,143 (69,769)

$83,276,125 ($8,241,051) $401,642,294 ($95,561,090) $484,918,419 ($103,802,141)

Unrealized losses on securities issued by the U.S. Government and its Agencies have not been recognized
into income because the principal balances of these securities are guaranteed by the U.S. Government.
Management has the ability to hold these securities for the foreseeable future, however, this assessment
is predicated on the continuance of the excess deposit guarantee provided by the NCUSIF to members of
Southeast Corporate Federal Credit Union and the success of the recapitalization efforts. (See Notes 11
and 12)

Management determined that the unrealized market losses on several individual securities was other than-
temporary. As a result, impairment charges were recorded equal to the difference between the amortized
cost of these securities and their fair value totaling approximately $2,365,000 and $24,732,000 for 2010 and
2009, respectively, and are included on the consolidated statements of operations. The following table pro-
vides a summary of OTTI on the available-for-sale portfolio.

Available-for-sale
For the years ended
December 31,
2010 2009

Balance, beginning of year $41,067,024 $16,334,825
Add: Net amount related to the credit loss for

which an other-than-temporary

impairment was not previously recognized 1,374,979 15,410,139
Add: Increases to the amount related to the credit loss

for which an other-than-temporary impairment

was previously recognized 990,208 9,322,060

Balance, end of year $43,432,211 $41,067,024

The Credit Union placed partial reliance on the insurance provided by Ambac for determining OTTI charges
during 2010. Future insurance payments are subject to the terms of the “plan of rehabilitation” proposed by
the Wisconsin Office of the Commissioner of Insurance (WOCI). The proposed plan establishes a “segre-
gated account” for some Ambac Assurance liabilities, primarily policies related to credit derivatives, residen-
tial mortgage-backed securities and other structured finance transactions. According to the proposed plan,
policyholder claimants in the segregated account will receive 25 percent in cash and 75 percent in unsecured
surplus notes that will bear an interest rate of 5.1% and mature on June 7, 2020. (See Note 17)

The Credit Union has concluded that it is unlikely that the segregated account would ultimately pay all the
future claims and, as a result, recorded OTTI on all securities that are dependent upon Ambac insurance
support of approximately $656,000 during the year ended December 31, 2010. The OTTI recorded in 2010,
representing approximately 27% of expected future claims, is a subjective estimate determined by manage-
ment based on information available as of December 31, 2010. The claim paying ability of Ambac will con-
tinue to be evaluated by management and may result in the recognition of additional OTTI in future periods
which would have a negative impact on earnings and equity of the Credit Union.
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NOTE 2: (continued)

The principal balances of the asset-backed securities, private issue mortgage-backed securities, and notes receiv-
able are not guaranteed; however, the market loss on the private-issue security has been recorded through accu-
mulated comprehensive loss and represents the interest rate differential between the expected yield on the security
and the book yield. The fair value of this security is expected to be recovered as the market for this type of security
improves and/or this security approaches its maturity date. Management has the ability to hold these securities for
the foreseeable future, however, this assessment is predicated on the continuance of the excess deposit guarantee
provided by the NCUSIF to members of Southeast Corporate Federal Credit Union and the success of the recapi-
talization efforts. (See Notes 11 and 12)

As of December 31,

Other investments: 2010 2009
U.S. Central Bridge Corporate Federal Credit Union:
Daily shares $687,923,208 $—
Certificates of deposit 927,619,787 —
Community investment fund 5,640,000 —
U.S. Central Federal Credit Union:
Daily shares — 738,384,271
Certificates of deposit — 1,625,405,539
Community investment fund — 10,640,000
Money market 100,285,298 —
Certificates of deposit 4,481,000 10,963,000
FHLB:
Member stock 5,102,100 5,102,100
Money market account 3,871,381 27,080
Federal Reserve Bank 120,989,653 171,555,491
Credit Union Service Organizations 1,633,480 1,180,071

$1,857,545,907 $2,563,257,552

On December 31, 2008, USC required member corporate credit unions to transfer a portion of their membership
shares to paid-in capital Il to improve its equity position in an attempt to improve their overall credit rating. Membership
shares and paid-in capital (I and Il) are not insured by the NCUA. Due to substantial losses reported by USC,
management determined that these deposits were impaired as of December 31, 2008. Accordingly, the Credit Union
reported an impairment loss of approximately $108,484,000 for the year ended December 31, 2008. This consisted
of all of the paid-in capital investments in USC and 64% of the membership shares. During 2009, the remaining
membership capital was determined to be impaired. Accordingly, the Credit Union reported an impairment loss of
approximately $21,709,000 for the year ended December 31, 2009.

The amortized cost and estimated market value of investments by contractual maturity are shown below. Expected
maturities may differ from contractual maturities because issuers may have the right to call or prepay certain obliga-
tions without call or prepayment penalties.

As of December 31, 2010

Available-for-sale: Amortized Market
Cost Value
Within one year $152,724,925 $134,858,886
1to 5 years 184,385,470 202,677,307
10 years and over 7,650,881 8,077,134
344,761,276 345,613,327
Asset-backed securities 177,083,967 145,037,984
Private issue mortgage-backed securities 113,218,689 89,461,198
Fed agency mortgage-backed securities 94,245,649 94,469,178

$729,309,581 $674,581,687
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NOTE 3: LOANS TO MEMBERS

The composition of loans to members is as follows:
As of December 31,

2010 2009

Loans outstanding:
Real estate $9,506,653 $13,633,263
Term secured 1,188,000 4,780,000
Settlement 1,143,303 1,874,198
Demand 955,000 9,330,700
Collateralized loans — 4,000,000
Share secured — 750,000
12,792,956 34,368,161
Less: allowance for loan losses (35,000) (35,000)
$12,757,956 $34,333,161

A summary of the activity in the allowance for loan losses is as follows:

For the years ended December 31,

2010 2009
Balance, beginning of year $35,000 $—
Provision for loan losses — 35,000
Recoveries — —
Loans charged off — —
Balance, end of year $35,000 $35,000

NOTE 4: PROPERTY AND EQUIPMENT

A summary of the Credit Union’s property and equipment is as follows:
As of December 31,

2010 2009
Land 1,752,393 1,752,393
Buildings and building improvements 5,149,574 5,146,924
Furniture and equipment 1,751,047 1,815,034
Data processing equipment 6,520,238 7,070,697
Leasehold improvements 222,765 227,168
15,396,017 16,012,216
Less accumulated depreciation and amortization (8,075,979) (7,800,238)
$7,320,038 $8,211,978

NOTE 5: MEMBERS’ SHARE AND SAVINGS ACCOUNTS
Members’ share and savings accounts are summarized as follows:

As of December 31,

2010 2009
Transaction accounts $352,759,639 $275,728,679
Funds plus 1,364,690,374 1,733,630,845
CIF variable rate shares 140,000 5,640,000
Managed investment accounts 79,656,275 85,617,146
Collateral share accounts 1,973,106 2,287,029
Certificates 748,232,164 1,235,709,956

$2,547,451,558  $3,338,613,655

The aggregate amount of members’ time deposit accounts in denominations of $100,000 or more was
approximately $747,449,000 and $1,235,563,000 as of December 31, 2010 and 2009, respectively.
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NOTE 5: (continued

Scheduled maturities of certificates are as follows:

As of
December 31, 2010
Within 1 year $589,478,164
1to 2 years 150,554,000
2 to 3 years 6,600,000
3to 4 years 1,600,000

_$748,232.164_
SHARE INSURANCE
Members’ shares are generally insured by the NCUSIF to a maximum of $250,000 for each member. (See
Note 16)

NOTE 6: Depletion of Member Capital Accounts

Section 704.2 of the NCUA Rules and Regulations requires that paid-in-capital and membership capital
shares be available to cover losses that exceed retained earnings (corporate reserves and undivided earn-
ings). Southeast Corporate Federal Credit Union was instructed by the NCUA that they were expected to de-
plete paid-in capital and membership capital shares issued to natural person credit union members in order
to restore any deficit in retained earnings. Therefore, during the year ended December 31, 2009, the Credit
Union depleted member paid-in capital and membership capital shares by approximately $45,205,000.

NOTE 7: EMPLOYEE BENEFITS

401(K) PLAN

All full-time employees of the Credit Union are eligible to participate in a 401(k) pension plan upon attaining
one hour of service and 18 years of age. The Credit Union matches employee contributions at the rate of
100% up to 4% of their salary. In prior years, the Credit Union made discretionary profit sharing contributions
which were discontinued on January 1, 2009. Regarding prior profit sharing benefits, employees become
100% vested after an employee completes six years of service. The employer matching contributions be-
come 100% vested after an employee completes four years of service. The Credit Union’s contributions to
the 401(k) plan approximated $244,000 and $323,000 for the years ended December 31, 2010 and 2009,
respectively.

NOTE 8: POST RETIREMENT BENEFITS

The Credit Union has a post retirement benefit plan which pays for 100% of the employees’ health care
and life insurance premiums subsequent to retirement. Employees attaining at least age 55 and 20 years
of service are eligible for a pro rata share of full benefits. Employees of the Credit Union are eligible for full
benefits under this plan upon attaining age 65 and 20 years of service. The Credit Union has accrued a
liability for this obligation; however, the Credit Union is not required to, and does not make cash contributions
to the plan. During 2009, the Board of Directors elected to limit benefits under this plan to those participants
already eligible for benefits. The result of the curtailment was a one-time reduction to the accumulated
benefit obligation of approximately $691,000. The following table sets forth the plan’s status and amounts
recognized in the Credit Union’s consolidated statements of financial condition:

As of December 31,

2010 2009
Accumulated post retirement benefit obligation $433,611 $434,134
Plan assets at fair value — —
Funded status 433,611 434,134
Unrecognized net actuarial loss = —
Accrued pension benefit cost $433,611 $434,134
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NOTE 8: (continued)

The net periodic benefit cost related to this plan was approximately $24,000 and $213,000 for the years
ended December 31, 2010 and 2009, respectively. Employer contributions and benefits paid during the
years ended December 31, 2010 and 2009 approximated $16,000 and $20,000, respectively. Expected
contributions for the plan year beginning January 1, 2011 is approximately $15,000.

Assumptions used to develop the net periodic post-retirement benefits cost were as follows:

For the years ended
December 31,

2010 2009
Discount rate 5.50% 5.75%
Expected long-term return on plan assets 5.50% 5.75%
Rate of compensation increase 4.00% 4.00%

The following benefit payments are expected to be paid:

Year beginning

January 1, Amount
2011 $15,000
2012 17,000
2013 20,000
2014 20,000
2015 22,000

2016 - 2020 131,000
$225,000

NOTE 9: COMMITMENTS AND CONTINGENT LIABILITIES

LINES OF CREDIT:

As of December 31, 2010, the Credit Union had an unused Advised Line-of-Credit Agreement with USC
Bridge of $1,000,000,000. The terms of the agreement require the pledging of all share accounts, share
certificate accounts, or other accounts maintained with USC Bridge as security for obligations under this
line-of-credit agreement. The Credit Union is also required to pledge any securities held in safekeeping by
USC Bridge.

As of December 31, 2010, the Credit Union maintained an unused line-of-credit with the FHLB-Atlanta of
approximately $86,160,000. Advances under this agreement are required to be fully secured by qualifying
collateral.

LEASE COMMITMENT:
The Credit Union leases certain office locations. The minimum noncancellable lease obligations approximate
the following as of December 31, 2010.

Year ending
December 31, Amount
2011 256,000
2012 219,000
Thereafter —
$475,000

The rental expense under operating leases was approximately $247,000 and $248,000 for the years ended
December 31, 2010, and 2009, respectively.

MISCELLANEOUS LITIGATION:

The Credit Union is a party to various miscellaneous legal actions normally associated with financial
institutions, the aggregate effect of which, in management’s opinion, would not be material to the Credit
Union’s consolidated financial statements.
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NOTE 10: OFF-BALANCE-SHEET RISK AND CONCENTRATIONS OF CREDIT RISK

The Credit Union is a party to financial instruments with off-balance-sheet risk in the normal course of business
to meet the financing needs of its members and to reduce its own exposure to fluctuations in interest rates.
These financial instruments include commitments to extend credit. These instruments involve, to varying degrees,
elements of credit and interest-rate risk in excess of the amount recognized in the consolidated statements of
financial condition. The Credit Union’s exposure to credit loss in the event of nonperformance by the other party
to the financial instrument for commitments to extend credit is represented by the contractual amount of those
instruments.

Commitments to extend credit are agreements to lend to a member as long as there is no violation of any condi-
tion established in the contract. Commitments generally have fixed expiration dates or other termination clauses.
Since many of the commitments may expire without being fully drawn upon, the total commitment amounts do
not necessarily represent future cash requirements. As of December 31, 2010, the Credit Union’s unused lines
of credit approximated $1,838,885,000. The Credit Union evaluates each member credit union’s creditworthiness
on a case-by-case basis. The amount of collateral obtained, if any, is based on management’s credit evaluation
of the member.

The Credit Union may be exposed to credit risk from a regional economic standpoint, since a significant concen-
tration of its funded and unfunded loans are made primarily to member credit unions in the southeastern United
States. In addition, as a normal course of business operation, the Credit Union maintains a significant amount of
its investments with USC and USC Bridge.

NOTE 11: REGULATORY CAPITAL

The Credit Union is subject to various regulatory capital requirements administered by the NCUA. Failure to meet
minimum capital requirements can initiate certain mandatory, and possibly additional discretionary, actions by
regulators (including placing the Credit Union under conservatorship) that, if undertaken, could have a direct mate-
rial effect on the Credit Union’s consolidated financial statements. Failure to meet minimum capital requirements
would require the Credit Union to submit a plan of action to correct the shortfall. Additionally, NCUA could require
an increase in capital to specific levels, reduction of dividends, and ceasing or limiting the Credit Union’s ability to
accept deposits.

Corporate credit unions must maintain a minimum capital ratio of 4% of its daily average net assets. Capital
consists of retained earnings as well as membership capital and paid-in capital deposits. Corporate credit unions
that maintain a retained earnings ratio of less than 2% of its daily average net assets must meet certain minimum
earnings requirements as established by the NCUA. The Credit Union’s actual and required capital ratios were as
follows:

As of As of
December 31, 2010 December 31, 2009
Amount Ratio Amount Ratio
Capital ratio:
Actual capital:
Retained earnings $239,863 $—
Membership capital 62,839,720 67,724,818
Paid-in capital — —
S-40 notice (5,935,798) (2,535,844)
$57,143,785 1.92% $65,188,974 1.98%
Required capital $119,280,838 4.00% $131,625,54 4.00%

The Credit Union’s actual and required retained earnings ratios were as follows:

As of As of
December 31, 2010 December 31, 2009
Amount Ratio Amount Ratio
Retained earnings ratio:
Retained earnings $239,863 0.01% $— 0.00%

Required retained earnings

$59,640,419 2.00%

$65,812,770 2.00%
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NOTE 11: (continued)

The Credit Union was not compliant with the NCUA's capital requirements as of December 31, 2010 or 2009. How-
ever, on April 21, 2009, the NCUA Board approved an order permitting corporate credit unions to use capital levels
as reported on the November 30, 2008, call report for regulatory compliance. Therefore, the Credit Union was in
compliance with capital requirements as of November 30, 2008. This exception is expected to remain in place until
the requirements of the new corporate credit union regulations take effect in 2011.

During 2010, the NCUA issued new regulations for corporate credit unions. These regulations will be phased in be-
ginning in October 2011. Corporate credit unions will be required to build retained earnings as well as convert existing
member capital and/or solicit new capital contributions. Member credit unions must decide to either convert existing
membership capital to perpetual contributed capital or non perpetual capital accounts or to put existing member capi-
tal shares on three-year notice. The following is a chart showing the future capital requirements:

Minimum level Minimum level
to be classified as to be classified as

Ratio Capital Denominator adequately capitalized well capitalized
Leverage Ratio RE + PCC DANA 4.0% 5.0%
Tier-One Risk Based
Capital Ratio RE + PCC DANRA 4.0% 6.0%
Total Risk Based
Capital Ratio RE + PCC + NCA DANRA 8.0% 10.0%
RE = Retained earnings DANA = Daily average net assets

PCC = Perpetual contributed capital DANRA = Daily average net risk assets
NCA = Non perpetual capital

The Credit Union will be required to meet the new interim Leverage, Tier-One Risk Based Capital, and Total Risk
Based Capital Ratios by October 2011. (See Note 12)

NOTE 12: CAPITAL RESTORATION PLAN

The Credit Union has suffered substantial losses due to the impairment of paid-in capital and membership capital
share investments in USC as well as other-than-temporary impairments of securities within the Credit Union’s in-
vestment portfolio which caused a deficit in undivided earnings during 2009. Accordingly, the Credit Union signed a
Supervisory Agreement with the NCUA that required that the Credit Union develop a capital restoration plan. Man-
agement developed a capital restoration plan that was approved by the NCUA. On October 20, 2010, the NCUA
issued new corporate credit union regulations that require the Credit Union to meet certain capital and operating
profit requirements in various stages over the next 10 years. In addition, the new corporate credit union regulation
provides more stringent guidelines for management of the Credit Union’s investment portfolio that aim to limit risk in
the portfolio which may also result in a reduction in investment revenue. As of December 31, 2010, the Credit Union
maintained approximately $219,995,000 in investment securities that will no longer be permissible under the new
corporate credit union regulation and will require divestiture or explicit permission to continue to hold when the regu-
lation becomes effective.

Management has analyzed the impact of the new corporate credit union regulation and developed a business model
to manage the Credit Union’s financial condition within the constraints of the new regulations and developed a plan
to solicit capital contributions to recapitalize the Credit Union. Management has submitted the recapitalization plan
to the regulators for their review. Once the review is complete, management will begin the process to raise capital
in order to comply with the new corporate credit union regulations. However, there is considerable uncertainly re-
garding the Credit Union’s ability to raise sufficient capital to conform with the new regulations in time for the initial
deadline of October 20, 2011. Additionally, there is considerable uncertainly regarding the Credit Union’s ability to
meet profitability goals required by the new regulations. The Credit Union’s ability to meet the profitability goals of the
new regulations is largely contingent upon the amount and timing of any additional impairment charges on invest-
ment securities over the next three to ten years. Should the Credit Union be unable to meet profitability goals or raise
sufficient capital to adequately capitalize the Credit Union by the required deadline, the Credit Union would need to
either amend its business model to conform with the balance of capital raised or seek a merger partner with sufficient
capital. (See Note 17)
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NOTE 13: RELATED PARTY TRANSACTIONS

The Credit Union serves as a central credit union for its members and substantially all transactions (except certain
banking transactions and the purchase and sale of securities through outside brokers) are with member credit
unions. Transactions with such affiliated organizations include the borrowing and lending of money.

Each of the directors of Southeast Corporate Federal Credit Union is affiliated with a member credit union that, in
the ordinary course of business, may engage in financial transactions with the Credit Union. All such member credit
union transactions have been made on the same terms, including interest rates, as those prevailing at the time for
comparable transactions with unrelated parties.

NOTE 14: FAIR VALUES OF FINANCIAL INSTRUMENTS

The Credit Union adopted Fair Value Measurements and Disclosures Topic of the FASB Accounting Standards of
Codification, which provides a framework for measuring fair value and requires an entity to derive fair value from the
price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date within its principal market for the asset or liability, or in the absence of a princi-
pal market, the most advantageous market for the asset or liability. To increase consistency and comparability in fair
value measurements and related disclosures, a three-level hierarchy prioritizes the inputs to valuation techniques
used to measure fair value with the highest priority to unadjusted quoted prices in active markets for identical assets
or liabilities (Level 1) and the lowest priority to unobservable inputs (Level 3) as further described below:

Level 1

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the Credit Union
has the ability to access at the measurement date. An active market for the asset or liability is a market in which
transactions for the asset or liability occur with sufficient frequency and volume to provide pricing information on an
ongoing basis.

Level 2

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or liability,
either directly or indirectly. If the asset or liability has a specified (contractual) term, a Level 2 input must be observ-
able for substantially the full term of the asset or liability. Level 2 inputs include: quoted prices for similar assets
or liabilities in active markets; quoted prices for identical or similar assets or liabilities in markets that are inactive;
inputs other than quoted prices that are observable for the asset or liability; inputs that are derived principally from
or corroborated by observable market data by correlation or other means.

Level 3

Level 3 inputs are unobservable inputs for the asset or liability which reflect the Credit Union’s own assumptions
about the assumptions that market participants would use in pricing the asset or liability. Assumptions about risk
include risk inherent in a particular valuation technique used to measure fair value, typically pricing models and/or
discounted cash flow methodologies.

The methodologies and associated inputs used may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. While the Credit Union believes its valuation methods and as-
sociated inputs are appropriate and consistent with other market participants, the use of different methodologies or
assumptions to determine the fair value of certain financial instruments could result in a different fair value measure-
ment at the reporting date.

The following table sets forth by level, within the fair value hierarchy, the Credit Union’s financial instruments at fair
value.




NOTE 14: (continued)

Available-for-sale:

Asset-backed securities

Private issue mortgage-backed
securities

Fed agency mortgage-backed
securities

Notes receivable

Fed agency securities

Available-for-sale:

Asset-backed securities

Private issue mortgage-backed
securities

Fed agency mortgage-backed
securities

Notes receivable

Fed agency securities

As of December 31, 2010

Notes to the Consolidated Financial'Statements/Gontinuedf™™

Quoted Prices in
Active Markets for

Significant
Other Observable

Significant
Unobservable

Indentical Assets Inputs Inputs

Level 1 Level 2 Level 3 Total
$— $106,998,628 $38,039,356 $145,037,984
— 56,479,784 32,981,414 89,461,198
94,469,178 — — 94,469,178
109,806,857 — — 109,806,857
235,806,470 — — 235,806,470
$440,082,505 $163,478,412 $71,020,770 $674,581,687

As of December 31, 2009

Quoted Prices in
Active Markets for

Significant
Other Observable

Significant
Unobservable

The following tables reconcile financial instruments measured using Level 3 inputs:

Balance December 31, 2009

Transfers into Level 3
Total gains/(losses) - realized
and unrealized:

Included in earnings

Included in other
comprehensive operations

Purchase and principal
repayments, net

Balance December 31, 2010

Indentical Assets Inputs Inputs
Level 1 Level 2 Level 3 Total
$— $168,528,586 $33,407,844 $201,936,430
— 68,073,487 32,808,025 100,881,512
159,092,555 — — 159,092,555
17,058,593 — — 17,058,593
230,402,973 — — 230,402,973
$406,554,121 $236,602,073 $66,215,869 $709,372,063
Total Fair Value
Private issue
Asset-backed mortgage-backed
securities securities Total
$33,407,844 $32,808,025 $66,215,869
639,875 2,533,675 3,173,550
(80,456) (2,284,731) (2,365,187)
12,678,482 10,056,353 22,734,835
(8,606,389) (10,131,908) (18,738,297)
$38,039,356 $32,981,414 $71,020,770

Q %%émm% 3O %{d Looking Back, Looking Forward



ﬂ piemio bupjooT Mpeg bupjooT —Ww@ O %mmygjg@

NotesltolthelGonsolidated Financial Statements Continued ...

NOTE 14: (continued)

Total Fair Value

Private issue

Asset-backed mortgage-backed
securities securities Total

Balance December 31, 2009 $10,444,153 $25,898,855 $36,343,008
Transfers into Level 3 46,150,825 37,058,453 83,209,278
Total gains/(losses) - realized
and unrealized:

Included in earnings (14,052,362) (10,679,837) (24,732,199)

Included in other

comprehensive operations 3,703,342 2,024,198 5,727,540
Purchase and principal
repayments, net (12,838,114) (21,493,644) (34,331,758)

Balance December 31, 2010 $33,407,844 $32,808,025 $66,215,869

The estimated fair value amounts have been determined using available market information and appropriate
valuation methodologies. However, considerable judgment is required to interpret market data to develop the
estimates of fair value. Accordingly, the estimates presented are not necessarily indicative of amounts that could
be realized in a market exchange. The use of different assumptions and estimation methodologies may have a
material effect on the estimated fair value amounts. The following methods and assumptions were used to esti-
mate fair value of each of the financial instruments for which it is practicable to estimate.

CASH
The carrying amount is a reasonable estimation of fair value.

INVESTMENTS

Estimated fair values for investments are obtained from quoted market prices where available. The fair value of
fixed-maturity certificates of deposit was estimated by discounting the estimated cash flows using the current rate
at which similar certificates would be issued.

LOANS TO MEMBERS
The estimated fair value for lines of credit is the current carrying amount due to the short-term, variable-rate na-
ture of these instruments.

ACCRUED INTEREST RECEIVABLE
The carrying amount is a reasonable estimation of fair value.

MEMBERS’ SHARE AND SAVINGS ACCOUNTS

The estimated fair value of demand deposit accounts is the carrying amount. The fair value of fixed rate certifi-
cates of deposit was estimated by discounting the estimated cash flows using the current rate at which similar
certificates would be issued.

MEMBER CAPITAL ACCOUNTS

The carrying amount is a reasonable estimation of fair value for purposes of disclosure. However, these balances
are not insured or guaranteed by the NCUA, are subject to a significant withdrawal notification period and would
be used to absorb any deficit in retained earnings should the Credit Union incur an operating loss in excess of the
balance of retained earnings.

INTEREST PAYABLE
The carrying amount is a reasonable estimation of fair value.

COMMITMENTS TO EXTEND CREDIT
The fair value of commitments to extend credit is equivalent to the amount of credit extended since the Credit
Union does not charge fees to enter into these commitments and the commitments are not stated at fixed rates.
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NOTE 14: (continued)

The carrying value and estimated fair value of the Credit Union’s financial instruments are as follows:

Forward

ing

As of December 31, 2010 As of December 31, 2009
Carrying Fair Carrying Fair
Amount Value Amount Value
Financial assets:
Cash $2,272,555 $2,272,555 $2,320,785 $2,320,785
Investments:
Available-for-sale $674,581,687 $674,581,687 $709,372,063 $709,372,063
Other $1,857,545,907 $1,863,410,991 $2,563,257,552 $2,572,710,965
Loans to members, net $12,757,956 $12,757,956 $34,333,161 $34,333,161
Accrued interest receivable $2,668,533 $2,668,533 $7,298,204 $7,298,204
Financial liabilities:
Members’ share and
savings accounts $2,547,451,558 $2,552,350,308  $3,338,613,655  $3,349,885,483
Membership capital
share deposits $62,839,720 $62,839,720 $67,724,818 $67,724,818
Interest payable $2,187,531 $2,187,531 $7,217,415 $7,217,415
Unrecognized financial
instruments:
Commitments to extend credit $— $1,838,885,000 $—  $1,983,811,000

NOTE 15: CHANGE IN OWNERSHIP OF SUBSIDIARIES

The effect of changes in the Credit Union’s ownership interest in subsidiaries is shown below:

For the Years ended
December 31,
2010 2009

Transfer to non-controlling interest:
Sale of 8% interest of Corporate Synergies, LLC $— $65,875

During the year ended December 31, 2009, the Credit Union sold 8% of its interest in the consolidated subsidiary,
Corporate Synergies, LLC, to an unrelated party. This transaction resulted in a 59% remaining ownership interest
by the Credit Union. Prior to the sale, the Credit Union owned 67% of the subsidiary.

NOTE 16: INDUSTRY EVENTS

In January 2009, the NCUA informed federally-insured credit unions that it was taking actions to enhance and
support the corporate credit union system as well as the NCUSIF. In addition to placing USC into conservatorship,
the NCUA established the Temporary Corporate Credit Union Share Guarantee Program, whereby all deposits in
excess of insurable limits maintained at corporate credit unions, other than membership capital shares and paid-in
capital, will be guaranteed through December 31, 2012.

In connections with the conservatorship of USC, the NCUA depleted all of the paid-in capital and membership
capital shares maintained by corporate credit unions in USC. The losses incurred by corporate credit unions on
their at-risk investments with USC, along with other in-house investment securities showing other-than-temporary
impairment, resulted in significant operating losses throughout the corporate credit union system. These operat-
ing losses resulted in a material negative impact on the level of retained earning and regulatory capital ratios at
most corporate credit unions. As a result, many corporate credit unions were forced to deplete some or all of their
members’ paid-in capital and membership capital shares. This action led to material reductions in the earnings
and retained earnings of many natural person credit unions. In some cases, the losses recognized by natural per-
son credit unions from their at-risk investments in corporate credit unions, coupled with high loan losses and other
non-corporate investment losses, resulted in regulatory actions by the NCUA, including conservatorship, assisted
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NOTE 16: (continued)

mergers, and liquidations. All of these factors contributed to significant losses to the NCUSIF and resulted in
the assessment of insurance premiums by the NCUA Board during 2009 and 2010 to increase the NCUSIF'’s
equity ratio to above 1.20%.

During May 2009, legislation was created to establish a Temporary Corporate Credit Union Stabilization
Fund (Stabilization Fund) to absorb the corporate stabilization costs by borrowing money from the U.S.
Treasury. During September 2010, the NCUA received approval from the U.S. Treasury to extend the life
of the Stabilization Fund to June 2021. The funds borrowed from the U.S. Treasury will be repaid from
assessments authorized by the NCUA Board. The NCUA Board has levied assessments during 2009 and
2010 to repay borrowed funds to the U.S. Treasury. It is anticipated that the NCUA Board will be making
annual assessments over at least the next five years to cover costs associated with the corporate credit
union system.

NOTE 17: SUBSEQUENT EVENTS

During January 2011, the bankruptcy court accepted the rehabilitation plan proposed by the WOCI.

During April 2011, the Credit Union was informed by USC Bridge that its advised line of credit was reduced
to $500,000.

During May 2011, the regulators reviewed the Credit Union’s recapitalization plan and the Credit Union be-
gan its recapitalization process.
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