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B OA R D C H A I R P E R S O N ’ S R E P O RT

Denise McGee
CHAIRPERSON

LAFCU continued to thrive in the financial industry in 2020, growing to more
than $1.16 billion in assets while simultaneously putting members first during a
challenging pandemic. We created and launched several products to assist you,
such as temporary and long-term hardship loans, debt consolidation loans, credit
card limit increases, and opportunities to skip consumer and credit card payments
throughout the year. Our leadership and staff worked hard to listen to every
concern, and respond to every need with dignity and grace. In addition, we were
diligent in sanitizing our facilities and encouraging social distancing in an effort to
keep you and our staff healthy and safe.
With more than 150 combined employees working at the corporate office and seven
branches in Southern California, we remained financially secure, and maintained the
highest quality of service to our 70,000 members. Our long-standing commitment
to conservative, sound business practices is the reason for our consistent solvency,
and will always be the driving force of our success.
Staying true to our new slogan, we are here to “finance your future” from buying
your first home, refinancing your existing property or planning for your retirement.
With our free checking accounts, low-rate loans, flexible terms, rate discounts,
mobile, online & telephone banking services and nationwide access to 30,000+
CO-OP ATMs and 5,000+ Shared Branches, we are confident our products will save
you money and offer convenient service in this changing world.
Thank you again for supporting our existing programs through our vendor partners,
such as our investment services, insurance program, and more. We are eager to
expand our services with an updated website, a new online/mobile banking vendor,
and our new Relationship Rewards program.
Devoted to our Southern California community, we gave generously to several local
charities in 2020. Some donations went directly toward Los Angeles residents who
were impacted by the COVID-19 virus:
• AIDS Project Los Angeles
• American Red Cross of Greater Los Angeles
• Arthritis Foundation
• Autism Speaks
• Children’s Hospital LA’s COVID Emergency Fund
• City of Hope Hospital
• Glendale Fire Department Spark of Love Toy Drive
• Glendale Police Officers’ Association
• Habitat for Humanity
• Midnight Mission
• Operation Gratitude for Veterans & First Responders
• The Mayor’s Fund for Los Angeles
• Toys for Tots.
On behalf of the LAFCU Board of Directors, members of the Supervisory and Credit
Committees, and credit union leadership and staff, I want to express gratitude for
your ongoing support and welcome your feedback.
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B OA R D O F D I R E C TO R S
The credit union continued to implement creative and meaningful products and services
for your financial needs. In 2020, we introduced the following:
• A “Free Checking” account without fees or conditions.
• Doubled the size of our Culver City branch with a redesigned front entrance, a spacious new
waiting area, private meeting room, and plenty of free, adjacent parking.

Abe Rasheed
DIRECTOR

• In response to the COVID-19 pandemic, we launched an Emergency Relief blog website
www.mylafcu.org that listed ways we financially assisted members during this challenging
economic time, including:
• Temporary & long-term hardship loans
• Interest-deferred emergency loans
• Consumer loan and Visa® credit card Skip-A-Payment
• Visa credit card limit increases
• Financial counseling.
• To help keep members and staff safe amidst the pandemic, we created and posted safety
instructions near the front of each branch, regularly sanitized and fogged facilities, and
provided hand sanitizer stations.
• Donated generously to charities like:
• The Mayor’s Fund for Los Angeles to benefit the City of LA’s Emergency
COVID-19 Crisis Fund
• Children’s Hospital Los Angeles’ COVID-19 Emergency Response Fund
• Downtown Los Angeles Midnight Mission Homeless Services & Shelter to benefit
individuals impacted by COVID-19 and homelessness.

Jeffery Whitmore
DIRECTOR
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PRESIDENT/CEO’S REPORT
We know this past year has been challenging for many of you, and LAFCU is here to
help. The ways we can assist you are listed on our website’s Emergency Relief blog,
including hardship loans, consumer loans and Visa® credit card skip payments, Free
Checking account, and loan refinancing opportunities.

Richard Lie
PRESIDENT/CEO

In 2021, we will launch a fresher, more contemporary website, a new online banking
service to improve our members’ user experience and introduce our “Relationship
Rewards” program where members earn points & rewards based on products and
the relationship they have with us. Look for details about these programs on our
website and upcoming Inside LAFCU newsletters.
Despite the recent challenges, LAFCU remains one of the strongest and highestrated financial institutions statewide, is financially well-capitalized, and has plenty of
money to lend. We strive to stay in step with the most current technology, offering
new products while maintaining the highest level of service possible. Your financial
well-being is our top priority and we enjoy serving you. Please let us know how
we are doing and how we can serve you better. We look forward to financing your
future.
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TREASURER’S REPORT
I am happy to report that LAFCU continued to financially succeed and grow while putting
members’ needs first during an unprecedented pandemic. As of December 31, 2020,
deposits by members totaled approximately $1.02 billion, representing a $157.04 million
increase vs. 2019. Our assets reached a historical high of $1,166,999,603, an increase of
$164.9 million vs. 2019.
In 2020, LAFCU processed 6,943 consumer loan applications, leading to:
• $56 million in approved vehicle loans.
• $98 million in approved personal unsecured loans & other loans.
• $108 million in approved real estate loans and refinances.
We served 70,011 members in 2020 vs. 68,716 in 2019, which represents an increase of
1,295 new members vs. 2019.
Of equal importance to our financial success are the following:
• Net income totaled $4.53 million in 2020, despite the devastating economic
effects of a worldwide pandemic. This represented a net income decrease of
$2.48 million vs. 2019.
• Net worth increased from $124.5 million to $129.1 million.
We continue to remain strong, secure and well-capitalized because of your business, our
Board, and our incredible executive team and their outstanding leadership and
hardworking staff. We continue to use conservative and sound business practices to help
protect your money from the unpredictability of the economy, the stock market and the
changing world. It has been an honor and a pleasure to serve as your Treasurer, and I
look forward to helping you finance your future.

Terry Manocchio
TREASURER
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CREDIT COMMITTEE CHAIRPERSON’S REPORT
The Credit Committee was designed to ensure that each member obtains an equal
chance at receiving loan approval, regardless of race, religion, ethnicity or gender
background, in accordance with the Fair Housing Act and Equal Credit Opportunity
Act.
Lonney Ferguson
CHAIRPERSON

The committee members meet on a regular basis to review and respond to loan
applications and lines of credit based on prudent lending criteria designed to fulfill
members’ needs while limiting risk of financial loss to the credit union. All committee
members tasked with evaluating loans must be present for the discussion at each
meeting and signing off of loans.
The committee reads and reviews various publications from credit union and banking
trade associations in an effort to remain knowledgeable and current on all rules and
regulations. Committee members also provide input and recommendations to the
credit union Board of Directors concerning existing loan policies and programs.

Charles Li
VICE CHAIRPERSON

Aijaz Dagga
MEMBER
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S U P E RV I S O RY C O M M I T T E E C H A I R P E R S O N ’ S R E P O RT
LAFCU’s Supervisory Committee autonomously directs LAFCU’s Board of Directors and
executive managers as they oversee the credit union’s adherence to Generally Accepted
Accounting Principles (GAAP), the National Credit Union Administration (NCUA) regulations,
and LAFCU’s longstanding bylaws. In this role, the Supervisory Committee carries out the
following duties:
• Examines the actions of the Board of Directors and other officials to ensure they
are acting within their authority, and that they are carrying out their fiduciary duties
and responsibilities in good faith and with care.

Clifford Eng
CHAIRPERSON

• Ensures that financial statements are accurate, that management practices protect
the credit union’s assets, and that those assets are safeguarded from errors, conflict
of interest, self-dealing and fraud.
• Verifies members’ accounts periodically and ensures that LAFCU files regulatory
reports accurately and in a timely manner.
• Selects independent auditing firms to perform annual audits of financial statements
and other audits.

Dora L. Sanchez
SECRETARY

• Reviews and ensures results of NCUA examinations are addressed and
implemented properly.
• Oversees elections for the Board of Directors.
• Audits and monitors educational, travel and conference expenses for volunteer
officials, management and staff.
The Supervisory Committee meets regularly with external auditors who are Certified Public
Accountants and/or specialty audit firms to review results of audits and examinations
completed throughout the year. The results are monitored to ensure the Board of Directors and
management implement corrective actions properly and within a timely manner. Submitted
herein are the Consolidated Financial Statements for the year 2020. A complete copy of the
2020 Annual Report, containing the audited consolidated financial statements, is available at
www.LAFCU.org. To obtain a condensed version of the annual report, please ask for a hard
copy at any LAFCU branch.

David Asem
MEMBER

David Ly
MEMBER

Mark O’Brien
MEMBER

Los Angeles Federal Credit Union

Consolidated Statements of Financial Condition
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C O N S O L I D AT E D S TAT E M E N T S O F F I N A N C I A L C O N D I T I O N
ASSETS

December 31,
2020
CURRENT ASSETS
Cash and cash equivalents
Investments
Available-for-sale
Held-to-maturity
Other
Loans, net
Accrued interest receivable
Premises and equipment, net
National Credit Union Share Insurance
Fund (NCUSIF) deposit
Other assets
Total assets

$

117,438,432

2019
$

24,490,568

300,028,269
35,411,884
1,846,284
671,750,682
2,365,022
5,714,891

165,564,589
55,729,735
1,754,625
708,052,891
2,542,349
5,722,705

9,100,448
23,343,691

8,220,299
29,959,080

$ 1,166,999,603

$ 1,002,036,841

LIABILITIES & MEMBERS' EQUITY
LIABILITIES
Members' shares *
Accrued expenses and other liabilities
Total liabilities
MEMBERS' EQUITY
Retained earnings **
Equity acquired in merger **
Accumulated other comprehensive income (loss)
Total members' equity
Total liabilities and members' equity

* Also known as “deposits”
** “Retained earnings” plus “Equity acquired in merger“ equals net worth.
Net worth in 2020 = $129.5 million vs 2019 $125 million.

$ 1,020,476,017
14,583,319
1,035,059,336

$

863,431,220
14,416,590
877,847,810

129,116,747
443,555
2,379,965

124,582,341
443,555
(836,865)

131,940,267

124,189,031

$ 1,166,999,603

$ 1,002,036,841

Los Angeles Federal Credit Union
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Consolidated Statements of Income
C O N S O L I D AT E D S TAT E M E N T S O F I N C O M E

Years Ended December 31,
2020
2019
INTEREST INCOME
Loans
Investments and cash equivalents

$

Total interest income

30,908,525
4,529,672

$

31,959,537
5,300,288

35,438,197

37,259,825

3,564,002
662

3,955,880
48,575

3,564,664

4,004,455

31,873,533

33,255,370

5,550,000

4,350,000

26,323,533

28,905,370

NONINTEREST INCOME
Service charges and other fees
Gains on sales of securities
Gains on sales of loans
Other noninterest income

6,848,740
339,089
185,395
3,419,068

8,543,627
23,107
102,546
1,032,011

Total noninterest income

10,792,292

9,701,291

16,585,737
2,241,489
6,441,268
7,312,925

15,985,718
2,137,608
5,707,810
7,756,025

32,581,419

31,587,161

INTEREST EXPENSE
Members' shares
Borrowings
Total interest expense
Net interest income
PROVISION FOR LOAN LOSSES
NET INTEREST INCOME AFTER PROVISION
FOR LOAN LOSSES

NONINTEREST EXPENSE
Salaries and benefits
Occupancy
Professional and outside services
Operations
Total noninterest expense
NET INCOME

$

4,534,406

$

7,019,500

See notes to consolidated financial statements.
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See accompanying notes.

Los Angeles Federal Credit Union
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Consolidated Statements of Comprehensive Income
C O N S O L I D AT E D S TAT E M E N T S O F C O M P R E H E N S I V E I N C O M E
Years Ended December 31,
2020
2019
NET INCOME

$

OTHER COMPREHENSIVE INCOME
Unrealized holding gains on investments classified as
available-for-sale, net of reclassification adjustments
for gains included in net income
Adjustment to post-retirement benefit plan
Other comprehensive income
Comprehensive income

$

4,534,406

$

7,019,500

3,412,668
(195,838)

2,180,708
(226,456)

3,216,830

1,954,252

7,751,236

$

8,973,752

Los Angeles Federal Credit Union

C OConsolidated
N S O L I D AT E DStatements
S TAT E M E NofT SMembers’
O F M E M Equity
BERS’ EQUITY

Retained Earnings

Regular
Reserve
BALANCE, December 31, 2017

$

Net income
Other comprehensive loss
BALANCE, December 31, 2018
Net income
Other comprehensive income
BALANCE, December 31, 2019

$

Unappropriated

30,000,000

Total

82,060,908

$ 112,060,908

-

5,501,933
-

5,501,933
-

-

(142,616)

30,000,000

87,562,841

117,562,841

443,555

(2,791,117)

-

7,019,500
-

7,019,500
-

-

94,582,341

$ 124,582,341

30,000,000

See notes to consolidated financial statements.
See accompanying notes.

$

Accumulated
Other
Comprehensive
Loss

Equity
Acquired in
Merger

$

$

$

443,555

443,555

$

(2,648,501)

1,954,252
$

(836,865)

5

Consolidated Statements of Cash Flows
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Years Ended December 31,
2019
2018

C O N S O L I D AT E D S TAT E M E N T S O F C A S H F L O W
CASH FLOWS FROM OPERATING ACTIVITIES
Net income
Adjustments to reconcile net income to net cash
provided by operating activities:
Amortization of premium on securities, net
Provision for loan losses
Depreciation and amortization of premises and
equipment
Proceeds from sale of loans
Gains on sales of loans
Gains on sales of securities
Net change in:
Accrued interest receivable
Other assets
Accrued expenses and other liabilities

$

7,019,500

$

5,501,933

439,299
4,350,000

513,247
4,050,000

1,033,827
23,822,765
(102,546)
(23,107)

920,629
21,005,308
(346,985)
(25,440)

39,489
(13,187,072)
880,214

(214,814)
(3,547,197)
448,741

24,272,369

28,305,422

(113,673,095)

(19,747,669)

108,996,879
(1,000,000)

32,852,480
(490,000)

19,645,847
(53,610)
(39,667,493)
(177,822)
(275,735)

26,601,027
(47,150)
(114,490,599)
(314,437)
(1,925,924)

(26,205,029)

(77,562,272)

29,535,164
(7,747,963)

28,280,487
7,747,963

Net cash provided by financing activities

21,787,201

36,028,450

Net change in cash and cash equivalents

19,854,541

(13,228,400)

4,636,027

17,864,427

Net cash provided by operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of available-for-sale investments
Proceeds from maturities and sales of available-for-sale
investments
Purchases of held-to-maturity investments
Proceeds from maturities of held-to-maturity
investments
Net increase in other investments
Net increase in loans
Increase in the NCUSIF deposit
Purchase of premises and equipment
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Net increase in members' shares
Net change in borrowings

CASH AND CASH EQUIVALENTS, beginning of year
CASH AND CASH EQUIVALENTS, end of year

See notes to consolidated financial statements.

See accompanying notes.

$

24,490,568

$

4,636,027

(C O NT INU ED ON PA GE 11)
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Los Angeles Federal Credit Union
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Consolidated Statements of Cash Flows (Continued)

C O N S O L I D AT E D S TAT E M E N T S O F C A S H F L O W

(continued)

Years Ended December 31,
2019
2018
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Dividends and interest paid
$
SUPPLEMENTAL SCHEDULE OF NONCASH INVESTING AND
FINANCING ACTIVITIES
Loans receivable transferred to foreclosed assets
$

4,004,455

(33,447)

$

$

2,992,068

(32,317)

For complete financials, including “Notes to Consolidated Financial Statements,” see the 2020 Annual Report at www.LAFCU.org
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T O TA L A S S E T S

(Millions)

$1,167

$1.15B
$1.10B
$1.05B
$1.00B

$1,002
$970

$950
$900

2018

2019

2020

N E T L OA N S

(Millions)

$800
$750
$700

$708
$696
$671

$650
$600

2018

2019

2020
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MEMBERS’ EQUITY / NET WORTH
(Millions)

$129

$130
$125

$125
$120

$118

$115
$110
$105

2018

2019

2020

T O TA L M E M B E R S

70,011

70,000

68,716
66,332

65,000
60,000
55,000
50,000

2018

2019

2020

Los Angeles Federal Credit Union
Notes to Consolidated Financial Statements
Note 1 – Nature of Operations and Summary of Significant Accounting Policies
Nature of operations – Los Angeles Federal Credit Union (the “Credit Union”) is a cooperative
association holding a charter under the provisions of the Federal Credit Union Act. Participation in the
Credit Union is limited to those individuals that qualify for membership, which is defined in the Credit
Union’s Charter and Bylaws.
A Summary of the Credit Union’s Significant Accounting Policies is as Follows:
Significant accounting policies – The Credit Union follows the accounting standards set by the
Financial Accounting Standards Board (FASB). The FASB establishes accounting principles generally
accepted in the United States of America (U.S. GAAP) that are followed to ensure consistent reporting of
the financial condition, results of operations, and cash flows of the Credit Union. References to U.S.
GAAP issued by the FASB in these footnotes are to the FASB Accounting Standards Codification,
commonly referred to as the Codification or ASC.
Principles of consolidation – The accompanying consolidated financial statements include the accounts
of the Credit Union and its wholly owned subsidiary, COLA Insurance Services Corporation (“COLA”). All
significant intercompany balances and transactions have been eliminated in consolidation.
COLA is a wholly owned subsidiary of the Credit Union. A substantial amount of COLA’s business is
derived from the Credit Union. COLA receives commissions from the referral of members of the Credit
Union to various insurance agencies under an agreement with an insurance services firm.
Use of estimates – The preparation of consolidated financial statements requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the consolidated financial statements and the reported
amounts of income and expenses during the reporting period. Actual results could differ from those
estimates. Material estimates that are particularly susceptible to significant change in the near term relate
to the determination of the allowance for loan losses and other postretirement benefit liabilities.
Subsequent events – Management of the Credit Union has evaluated subsequent events through
February 12, 2021, the date on which the consolidated financial statements were available to be issued.
Concentrations of credit risk – Most of the Credit Union’s business activity is with its members, who
primarily are current and former employees of the City of Los Angeles and their families and reside in
Southern California. The loan portfolio is diversified as a result of the Credit Union’s membership;
however, the Credit Union’s loan portfolio has significant balances that are collateralized by residential
and commercial real estate and may be exposed to credit risk resulting from these geographic or
employment concentrations. In addition, the Credit Union’s loan portfolio includes certain nontraditional
loans (as described in Note 3), as well as unsecured loans, which by their nature increase the risk of loss
compared to those loans that are collateralized. The Credit Union’s policy for repossessing collateral is
that when all other collection efforts have been exhausted, the Credit Union enforces its first lienholder
status and repossesses the collateral. Repossessed collateral normally consists of vehicles and
residential real estate.
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Los Angeles Federal Credit Union
Notes to Consolidated Financial Statements
Note 1 – Nature of Operations and Summary of Significant Accounting Policies (continued)
Fair value – The ASC defines fair value, establishes a framework for measuring fair value, and expands
disclosures about fair value measurement. Fair value is a market-based measurement, not an entityspecific measurement, and the hierarchy gives the highest priority to quoted prices in active markets. Fair
value measurements are disclosed by level within the fair value hierarchy.
Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants. Valuation techniques are to be consistent with the market
approach, the income approach, and/or the cost approach. Inputs to valuation techniques refer to the
assumptions that market participants would use in pricing the asset or liability. Inputs may be observable,
meaning those that reflect the assumptions market participants would use in pricing the asset or liability
developed based on market data obtained from independent sources, or unobservable, meaning those
that reflect the reporting entity’s own assumptions about the assumptions market participants would use
in pricing the asset or liability developed based on the best information available in the circumstances. In
that regard, the fair value hierarchy establishes valuation inputs that give the highest priority to quoted
prices in active markets for identical assets or liabilities and the lowest priority to unobservable inputs.
The fair value hierarchy is as follows:
Level 1 – Quoted prices (unadjusted) for identical assets or liabilities in active markets that the entity
has the ability to access as of the measurement date.
Level 2 – Significant other observable inputs other than Level 1 prices such as quoted prices for
similar assets or liabilities, quoted prices in markets that are not active, or other inputs that are
observable or can be corroborated by observable market data.
Level 3 – Significant unobservable inputs that reflect a reporting entity’s own assumptions about the
assumptions that market participants would use in pricing an asset or liability.
A summary of the Credit Union’s financial instruments and other accounts subject to fair value, including
methodologies and resulting values, is presented in Note 12.
Cash and cash equivalents – For the purpose of the consolidated statements of financial condition and
cash flows, cash and cash equivalents include cash on hand, amounts due from financial institutions, and
highly liquid debt instruments classified as cash that were purchased with maturities of three months or
less. Cash flows from loans originated by the Credit Union and members’ shares are reported net.
Amounts due from financial institutions may, at times, exceed federally insured limits.
Investments – Debt securities that management has the positive intent and ability to hold to maturity are
classified as held-to-maturity and recorded at amortized cost. Securities not classified as held-to-maturity
or trading, including equity securities with readily determinable fair values, are classified as available-forsale and recorded at fair value, with unrealized gains and losses excluded from earnings and reported in
other comprehensive income.
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Los Angeles Federal Credit Union
Notes to Consolidated Financial Statements
Note 1 – Nature of Operations and Summary of Significant Accounting Policies (continued)
Purchase premiums and discounts are recognized in interest income using the interest method over the
terms of the securities. Declines in the fair value of individual available-for-sale securities below their cost
that are deemed to be other than temporary are allocated to either: (1) credit losses (which are reflected
in earnings as realized losses), or (2) noncredit losses (which are recorded in other comprehensive
income).
In determining whether other-than-temporary impairment exists, management considers many factors,
including: (1) the length of time and the extent to which the fair value has been less than cost; (2) the
financial condition and near-term prospects of the issuer; (3) the current liquidity and volatility of the
market for each of the individual security categories; (4) the projected cash flows from the specific
security type; (5) the financial guarantee and financial rating of the issuer; and (6) the intent and ability of
the Credit Union to retain its investment in the issue for a period of time sufficient to allow for any
anticipated recovery in fair value. Gains and losses on the sale of securities are recorded on the trade
date and are determined using the specific identification method.
Other investments consist primarily of permanent capital in a corporate credit union and investments in
credit union service organizations and are classified separately and stated at cost.
The Credit Union sold their Visa, Inc. Class B stock holdings during the year and recognized a gain of
$2,132,805 that is included within other noninterest income for the year ended December 31, 2020.
Loans, net – The Credit Union grants mortgage and consumer loans to members. The ability of the
members to honor their contracts is dependent upon the real estate and general economic conditions of
the area. In addition, the Credit Union purchases participations in loans originated by various other credit
unions to commercial and faith-based organizations. All of these participations were purchased without
recourse and are secured by real property. The originating credit union performs all servicing functions on
these loans.
Loans that the Credit Union has the intent and ability to hold for the foreseeable future, or until maturity or
payoff, are stated at their outstanding unpaid principal balances, net of direct loan origination fees and
costs, less an allowance for loan losses. Interest income on loans is recognized over the term of the loan
and is calculated using the simple interest method on principal amounts outstanding.
The accrual of interest income on loans is discontinued at the time the loan is 90 days past due. Credit
card loans and other personal loans are typically charged off no later than 180 days past due. Past due
status is based on the contractual terms of the loan. In all cases, loans are placed on nonaccrual or
charged off at an earlier date if the collection of principal and interest is considered doubtful.
All interest accrued but not collected for loans that are placed on nonaccrual or charged off is reversed
against interest income. The interest on these loans is accounted for on the cash-basis or cost-recovery
method until qualifying for return to accrual. Loans are returned to accrual status when all of the principal
and interest amounts contractually due are brought current and future payments are reasonably assured.
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Los Angeles Federal Credit Union
Notes to Consolidated Financial Statements
Note 1 – Nature of Operations and Summary of Significant Accounting Policies (continued)
Certain loan fees and direct loan origination costs are deferred, and the net cost is recognized as an
adjustment to interest income using the interest method over the contractual life of the loans, adjusted for
estimated prepayments based on the Credit Union’s historical prepayment experience.
Troubled debt restructurings – A loan is classified as a troubled debt restructuring (TDR) when a
borrower is experiencing financial difficulties that lead to a restructuring of the loan, and the Credit Union
grants concessions to the borrower in the restructuring that it would not otherwise consider. These
concessions may include rate reductions, principal forgiveness, extension of maturity date, and other
actions intended to minimize potential losses. A loan that is modified at a market rate of interest may no
longer be classified as a TDR in the calendar year subsequent to the restructuring if it is in compliance
with the modified terms. Performance prior to the restructuring is considered when assessing whether the
borrower can meet the new terms and may result in the loan being returned to accrual at the time of the
restructuring or after a shorter performance period.
In conjunction with the passage of the Coronavirus Aid, Relief, and Economic Security Act (“CARES Act”)
in March 2020, financial institutions have been provided the option, for loans meeting specific criteria, to
temporarily suspend certain requirements under U.S. GAAP related to TDRs for a limited time to assist
borrowers experiencing financial hardship due to the COVID-19 Pandemic (the “Pandemic”). As a result,
the Company has not recognized eligible CARES Act loan modifications as TDRs. Additionally, loans
qualifying for these modifications are not required to be reported as delinquent, nonaccrual, impaired, or
criticized solely as a result of loan modification resulting from the economic effects of the Pandemic.
Modifications include deferral of payments and interest-only periods. The Company accrues and
recognizes interest income on loans under payment relief based on the original contractual interest rates.
When payments resume at the end of the relief period, the payments will generally be applied to accrued
interest due until accrued interest is fully paid. Accrued interest balances are assessed for collectability on
a periodic basis.
Allowance for loan losses – The allowance for loan losses is established as losses are estimated to
have occurred through a provision for loan losses charged to earnings. Loan losses are charged against
the allowance when management believes the uncollectability of a loan balance is likely. Subsequent
recoveries, if any, are credited to the allowance.
The allowance for loan losses is evaluated on a regular basis by management and is based upon
management’s periodic review of the collectability of the loans in light of historical experience, the nature
and volume of the loan portfolio, adverse situations that may affect the borrower’s ability to repay,
estimated value of the underlying collateral, and prevailing economic conditions. This evaluation is
inherently subjective, as it requires estimates that are susceptible to significant revision as more
information becomes available. In addition, regulatory agencies, as an integral part of their examination
process, periodically review the Credit Union’s allowance for loan losses and may require the Credit
Union to make additions to the allowance based on their judgment about information available to them at
the time of their examinations.
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The Credit Union’s allowance for loan losses is that amount considered adequate to absorb probable
losses in the portfolio based on management’s evaluations of the size and current risk characteristics of
the loan portfolio. Such evaluations consider prior loss experience and the levels of nonperforming loans.
A loan is considered impaired when, based on current information and events, it is probable that the
Credit Union will be unable to collect the scheduled payments of principal or interest when due according
to the contractual terms of the loan agreement. Specific allowances for loan losses are established for
impaired loans, including TDRs, on an individual basis as required.
The specific allowances established for these loans are based on a thorough analysis of the most
probable source of repayment, including the present value of the loan’s expected future cash flows, the
loan’s estimated market value, or the estimated fair value of the underlying collateral. General allowances
are established for loans that can be grouped into pools based on similar characteristics. In this process,
general allowance factors are based on an analysis of historical charge-off experience and expected
losses given default derived from the Credit Union’s internal risk rating process. These factors are
developed and applied to the portfolio by loan type. The qualitative factors associated with the allowances
are subjective and require a high degree of management judgment. These factors include the credit
quality statistics, recent economic uncertainty, losses incurred from recent events, and other relevant
data.
In addition, the Credit Union segregates the loan portfolio into segments for purposes of evaluating the
allowance for loan losses. A portfolio segment is defined as the level at which the Credit Union develops
and documents a systematic method for determining its allowance for loan losses. The Credit Union’s
loan portfolio consists of the following segments: residential real estate, commercial real estate, and
consumer. The Credit Union further disaggregates segments into the following portfolio classes:
First mortgage loans – This portfolio class consists of wholly owned loans for which the Credit Union
possesses a senior lien on the underlying collateral. Changes in real property values and the financial
stability status of borrowers are key risk factors that may impact the collectability of these loans, along
with the condition of the collateral if foreclosed.
Second mortgage loans – This portfolio class consists of wholly owned loans for which the Credit Union
possesses a junior lien on the underlying collateral. Changes in real property values and the financial
stability status of borrowers are key risk factors that may impact the collectability of these loans, along
with the condition of the collateral if foreclosed.
Commercial real estate loans – This portfolio class consists of participation commercial real estate
loans and faith-based participation loans. Loans are secured by the underlying collateral, which typically
consists of commercial properties. Changes in commercial property values and the financial stability
status of borrowers are key risk factors that may impact the collectability of these loans, along with the
condition of the collateral if foreclosed.
Secured loans – This portfolio class consists of loans secured by the underlying collateral, which is
primarily vehicles. The financial stability status of borrowers is a key risk factor that may impact the
collectability of these loans, along with the nature, value, and condition of the collateral if foreclosed.
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Unsecured loans – This portfolio class consists of unsecured loans, primarily credit card loans. The
financial stability status of borrowers is a key risk factor that may impact the collectability of these loans
due to the absence of collateral.
These portfolio classes, as more fully disclosed in Note 3, are based on loan types and the underlying risk
factors present in each loan type and are periodically reviewed by management and revised as deemed
appropriate.
Transfers of financial assets – Transfers of financial assets are accounted for as sales when control
over the assets has been surrendered. Control over transferred assets is deemed to be surrendered
when (1) the assets have been isolated from the Credit Union; (2) the transferee obtains the right (free of
conditions that constrain it from taking advantage of that right) to pledge or exchange the transferred
assets; and (3) the Credit Union does not maintain effective control over the transferred assets through
an agreement to repurchase them before their maturity or the ability to unilaterally cause the holder to
return specific assets. In addition, for transfers of a portion of financial assets (for example, participations
of loans receivable), the transfer must meet the definition of “participating interest” in order to account for
the transfer as a sale. Following are the characteristics of a participating interest:
•

Pro rata ownership of an entire financial asset.

•

From the date of transfer, all cash flows received from the entire financial asset are divided
proportionately among the participating interest holders in an amount equal to their share of
ownership.

•

The rights of each participating interest holder have the same priority, and no participating interest
holder’s interest is subordinated to the interest of another participating interest holder. That is, no
participating interest holder is entitled to receive cash before any other participating interest holder
under its contractual rights as a participating interest holder.

•

No party has the right to pledge or exchange the entire financial asset unless all participating interest
holders agree to pledge or exchange the entire financial asset.

Premises and equipment, net – Land is carried at cost. Building, leasehold improvements, and furniture
and equipment are carried at cost, less accumulated depreciation and amortization. Buildings are
depreciated using the straight-line method over the estimated useful lives ranging from 5 to 40 years.
Furniture, fixtures, and equipment are depreciated using the straight-line method over the estimated
useful lives ranging from 3 to 5 years. The cost of leasehold improvements is amortized using the
straight-line method over the lesser of the useful life of the assets or the expected terms of the related
leases. Expected terms include lease option periods to the extent that the exercise of such options is
reasonably assured. Management reviews premises and equipment for impairment whenever events or
changes in circumstances indicate that the carrying value may not be recoverable.
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National Credit Union Share Insurance Fund deposit and insurance premium – The deposit in the
National Credit Union Share Insurance Fund (NCUSIF) is in accordance with National Credit Union
Administration (NCUA) regulations, which in prior years required the maintenance of a deposit by each
federally insured credit union in an amount equal to 1 percent of its insured members’ shares. The
deposit would be refunded to the Credit Union if its insurance coverage was terminated, if it converted its
insurance coverage to another source, or if management of the fund was transferred from the NCUA
Board.
Foreclosed assets – The Credit Union has foreclosed assets consisting primarily of real estate. Assets
acquired through, or in lieu of, loan foreclosure are held-for-sale and are initially recorded at fair value
less cost to sell at the date of foreclosure, establishing a new cost basis. Subsequent to foreclosure,
valuations are periodically performed by management and the assets are carried at the lower of carrying
amount or fair value less cost to sell. Revenue and expenses from operations, as well as changes on any
valuation allowance on the properties, are included in noninterest expenses. Included in other assets are
repossessed vehicles and other real estate owned of approximately $91,000 and $95,000 at
December 31, 2020 and 2019, respectively.
Other assets – Other assets consist primarily of prepaid expenses, foreclosed assets, insurance policies,
and other receivables.
Members’ shares – Members’ shares are the savings deposit accounts of the owners of the Credit
Union. Share ownership entitles the members to vote in the annual elections of the Board of Directors
and on other corporate matters. Irrespective of the amount of shares owned, no member has more than
one vote. Members’ shares are subordinated to all other liabilities of the Credit Union upon liquidation.
Dividends on members’ shares are based on available earnings at the end of a dividend period and are
not guaranteed by the Credit Union. Dividend rates are approved by the Credit Union’s Board of
Directors.
Advertising costs – Advertising costs are expensed as incurred and are immaterial.
Income taxes – The Credit Union is exempt, by statute, from federal and state income taxes. The Credit
Union’s wholly owned subsidiary, however, is subject to federal and state income taxes. Operations of the
subsidiary resulted in immaterial income taxes paid for the years ended December 31, 2020 and 2019.
FASB ASC Topic 740, Income Taxes, provides guidance for how uncertain tax positions should be
recognized, measured, disclosed, and presented in the financial statements. This requires the evaluation
of tax positions taken or expected to be taken in the course of preparing the Credit Union’s tax returns to
determine whether the tax positions are more-likely-than-not to be sustained “when challenged” or “when
examined” by the applicable tax authority. Tax positions not deemed to meet the more-likely-than-not
threshold would be recorded as a tax expense and liability in the current year. For the years ended
December 31, 2020 and 2019, management determined that the Credit Union and its subsidiary have
taken no uncertain tax positions that require adjustment to the consolidated financial statements to
comply with the provisions of this guidance.
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Retirement plans – Pension expense is the net of service and interest cost, return on plan assets, and
amortization of gains and losses not immediately recognized. Deferred compensation plan expense
allocates the benefits over the years of service. Employee 401(k) matching and profit sharing plan
contributions are expensed as earned.
Comprehensive income – Accounting principles generally require that recognized revenue, expenses,
gains, and losses be included in net income. Certain changes in assets and liabilities, such as unrealized
gains and losses on available-for-sale securities and the post-retirement benefit plan, are reported as a
separate component of the members’ equity section of the consolidated statements of financial condition.
For 2020 and 2019, other comprehensive income includes reclassification adjustments related to
unrealized gains (losses) on sales of available-for-sale securities and postretirement benefit plan.
Accumulated other comprehensive gain (loss) consists of the following as of December 31:

2020
Net, unrealized gain (loss) on available-for-sale securities
Postretirement benefit plan adjustment

2019

$

3,346,354
(966,389)

$

(66,314)
(770,551)

$

2,379,965

$

(836,865)

Reclassifications – Certain account reclassifications have been made to the prior year’s financial
statements in order to conform to classifications used in the current year, with no impact to previously
reported members’ equity or net income.

Note 2 – Investments
The following table summarizes the amortized cost and fair value of securities available-for-sale and
securities held-to-maturity at December 31, 2020 and 2019, and the corresponding amounts of gross
unrealized gains and losses recognized in accumulated other comprehensive income (loss).

21

Los Angeles Federal Credit Union
Notes to Consolidated Financial Statements
Note 2 – Investments (continued)
Investments classified as available-for-sale consist of the following at December 31:
2020
Amortized
Cost
Federal agencies debt
securities
Agency mortgage-backed
securities, residential
Agency collateralized mortgage
obligations, residential

$

53,175,033

Unrealized
Gains
$

44,416

Unrealized
Losses
$

(100,591)

Fair Value
$

53,118,858

132,602,508

1,863,513

(18,030)

134,447,991

110,904,375

1,571,012

(13,967)

112,461,420

$ 296,681,916

$

3,478,941

$

(132,588)

$

300,028,269

2019
Amortized
Cost
Federal agencies debt
securities
Agency mortgage-backed
securities, residential
Agency collateralized mortgage
obligations, residential

$

41,038,936

Unrealized
Gains
$

108,161

Unrealized
Losses
$

(53,643)

Fair Value
$

41,093,454

48,263,997

107,326

(215,633)

48,155,690

76,327,971

249,114

(261,640)

76,315,445

$ 165,630,904

$

464,601

$

(530,916)

$

165,564,589

Investments classified as held-to-maturity consist of the following at December 31:
2020
Amortized
Cost
Agency mortgage-backed
securities, residential
Agency collateralized mortgage
obligations, residential

$

13,216,418

Unrealized
Gains
$

22,195,466
$

35,411,884

Unrealized
Losses

469,914

$

439,088
$

909,002

(6,055)

Fair Value
$

(4,182)
$

(10,237)

13,680,277
22,630,372

$

36,310,649

2019
Amortized
Cost
Agency mortgage-backed
securities, residential
Agency collateralized mortgage
obligations, residential
Certificates of deposit

$

18,376,136

Unrealized
Gains
$

36,613,599
740,000
$

55,729,735

133,961

Unrealized
Losses
$

86,454
$

220,415

(71,479)

Fair Value
$

(236,469)
$

(307,948)

18,438,618
36,463,584
740,000

$

55,642,202
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Investments by maturity as of December 31, 2020, are summarized as follows:
Available-for-Sale
Amortized
Cost
Fair Value
No maturity
Less than one year maturity
One to five years maturity
Five to 10 years maturity
Over 10 years maturity
Agency mortgage-backed
securities, residential
Agency collateralized
mortgage obligations,
residential
Certificates of deposit

$

$

1,000,000
35,036,458
17,138,576
-

$

Held-to-Maturity
Amortized
Cost
Fair Value

1,003,180
35,029,100
17,086,578
-

$

-

$

Other
-

$

1,846,284
-

132,602,509

134,447,991

13,216,418

13,680,277

-

110,904,373
-

112,461,420
-

22,195,466
-

22,630,372
-

-

296,681,916

$

300,028,269

$

35,411,884

$

36,310,649

$

1,846,284

Expected maturities of residential mortgage-backed securities and collateralized mortgage obligations
may differ from contractual maturities because borrowers may have the right to call or prepay the
obligations, and are therefore classified separately with no specific maturity date. Permanent capital in a
corporate credit union and investments in credit union service organizations have been classified as
having no contractual maturity.
Gross unrealized losses and fair value by length of time that the individual available-for-sale securities
have been in a continuous unrealized loss position at December 31 are as follows:

Available-for-sale
Federal agencies debt
securities
Agency mortgage-backed
securities, residential
Agency collateralized
mortgage obligation,
residential

$

$
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2020
Continuous Unrealized
Losses Existing for
Less Than
More Than
12 Months
12 Months

Fair Value Associated With
Unrealized Losses Existing for
Less Than
More Than
12 Months
12 Months
21,233,373

$

-

$

(100,591)

$

Total
Unrealized
Losses
-

$

(100,591)

8,667,090

-

(18,030)

-

(18,030)

6,801,717

-

(13,967)

-

(13,967)

36,702,180

$

-

$

(132,588)

$

-

$

(132,588)

Los Angeles Federal Credit Union
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Note 2 – Investments (continued)

Available-for-sale
Federal agencies debt
securities
Agency mortgage-backed
securities, residential
Agency collateralized
mortgage obligation,
residential

2019
Continuous Unrealized
Losses Existing for
Less Than
More Than
12 Months
12 Months

Fair Value Associated With
Unrealized Losses Existing for
Less Than
More Than
12 Months
12 Months
$

$

10,347,930

$

7,090,577

$

(45,080)

$

(8,563)

Total
Unrealized
Losses
$

(53,643)

40,060,700

2,857,692

(52,688)

(162,945)

(215,633)

17,683,264

16,982,001

(234,155)

(27,485)

(261,640)

68,091,894

$

26,930,270

$

(331,923)

$

(198,993)

$

(530,916)

Gross unrealized losses and fair value by length of time that the individual held-to-maturity securities
have been in a continuous unrealized loss position at December 31 are as follows:

Held-to-maturity
Agency mortgage-backed
securities, residential
Agency collateralized
mortgage obligation,
residential

$

-

$

603,744
$

Held-to-maturity
Agency mortgage-backed
securities, residential
Agency collateralized
mortgage obligation,
residential

2020
Continuous Unrealized
Losses Existing for
Less Than
More Than
12 Months
12 Months

Fair Value Associated With
Unrealized Losses Existing for
Less Than
More Than
12 Months
12 Months

603,744

912,832

$

205,392
$

1,118,224

3,648,201

$

11,043,029
$

14,691,230

5,693,019

$

19,671,449

(1,405)

(6,055)

$

(2,777)
$

(8,832)

$

(19,753)

$

(37,094)
$

(56,847)

(51,726)

$

(251,101)

(10,237)

Total
Unrealized
Losses
$

(199,375)
$

(6,055)

(4,182)

2019
Continuous Unrealized
Losses Existing for
Less Than
More Than
12 Months
12 Months

13,978,430
$

$

(1,405)

Fair Value Associated With
Unrealized Losses Existing for
Less Than
More Than
12 Months
12 Months
$

-

Total
Unrealized
Losses

(71,479)

(236,469)
$

(307,948)

At December 31, 2020 and 2019, the investment portfolio included 29 and 147 securities with unrealized
losses, respectively, that had existed for longer than one year. In addition, the investment portfolio
included 6 and 96 securities with unrealized losses that have existed for less than one year at
December 31, 2020 and 2019, respectively.
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Gross proceeds on the sale of securities was $28,589,612 and $2,890,660 for the years ending
December 31, 2020 and 2019, respectively. There were $339,089 of realized gross gains and $0 of
realized gross losses on sales of securities for the year ending December 31, 2020. There were $23,910
of realized gross gains and $803 of realized gross losses on sales of securities for the year ending
December 31, 2019.
Based upon an evaluation of the available evidence, including recent changes in market rates, credit
rating information, and information obtained from regulatory filings, management believes the decline in
fair value for these securities is temporary. In addition, the Credit Union has the intent and ability to hold
these investment securities for a period of time sufficient to allow for an anticipated recovery.
Should the impairment of any of these securities become other than temporary, the cost basis of the
investment will be reduced and the resulting loss recognized in net income in the period in which the
other-than-temporary impairment is identified.
Other investments consist of the following at December 31:
2020
Permanent capital in a corporate credit union
Credit union service organizations
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2019

$

602,876
1,243,408

$

602,876
1,151,749

$

1,846,284

$

1,754,625

Los Angeles Federal Credit Union
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Note 3 – Loans, Net
Loans, net, consist of the following at December 31:
2020

2019

$ 162,056,142
16,765
94,251,157
6,265,427
39,149,644
7,201,897

$ 145,689,949
21,999
118,862,007
10,659,519
46,071,478
10,541,273

308,941,032

331,846,225

Commercial loans
Loans secured by commercial property

18,197,013

20,614,233

Consumer loans
Vehicle loans
Credit card loans, unsecured
Consumer loans, primarily unsecured
Participation loans, primarily unsecured
Participation loans secured by vehicles

163,014,346
34,879,360
102,470,019
22,427,052
25,880,506

167,100,883
42,289,049
109,873,730
38,187,833

Total consumer loans

348,671,283

357,451,495

Total loans receivable

675,809,328

709,911,953

Residential real estate loans
First trust deeds
Fixed rate
Variable rate
Balloon/hybrid
Participation loans secured by real estate property
Home equity line of credit, variable rate
Second trust deeds
Total residential real estate loans

Premiums on purchased vehicle loan participations
Net deferred loan origination costs
Allowance for loan losses
Total loans, net

672,178
1,309,627
(6,040,451)
$

671,750,682

981,830
1,637,259
(4,478,148)
$

708,052,894
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The following presents, by portfolio segment, the changes in the allowance for loan losses and the
recorded investment in loans for the years ended December 31:
2020
Residential
Real Estate
Allowance for loan losses
Beginning balance
Provision for loan losses
Charge-offs
Recoveries
Ending balance
Ending balance: individually
evaluated for impairment
Ending balance: collectively
evaluated for impairment
Total loans
Ending balance: individually
evaluated for impairment
Ending balance: collectively
evaluated for impairment

Commercial

Consumer

Total

$

1,234,668
395,650
-

$

1,643,699
135,034
-

$

1,599,781
5,019,316
(4,882,453)
894,756

$

4,478,148
5,550,000
(4,882,453)
894,756

$

1,630,318

$

1,778,733

$

2,631,400

$

6,040,451

$

-

$

-

$

-

$

-

1,630,318

1,778,733

2,631,400

6,040,451

$

1,630,318

$

1,778,733

$

2,631,400

$

6,040,451

$

-

$

-

$

-

$

-

308,941,032
$

308,941,032

18,197,013
$

348,671,283

18,197,013

$

348,671,283

675,809,328
$

675,809,328

2019
Residential
Real Estate
Allowance for loan losses
Beginning balance
Provision for loan losses
Charge-offs
Recoveries
Ending balance
Ending balance: individually
evaluated for impairment
Ending balance: collectively
evaluated for impairment
Total loans
Ending balance: individually
evaluated for impairment
Ending balance: collectively
evaluated for impairment

Consumer

Total

$

1,144,952
89,716
-

$

1,522,936
120,763
-

$

1,629,262
4,139,521
(5,079,749)
910,747

$

4,297,150
4,350,000
(5,079,749)
910,747

$

1,234,668

$

1,643,699

$

1,599,781

$

4,478,148

$

-

$

-

$

-

$

-

1,234,668

1,643,699

1,599,781

4,478,148

$

1,234,668

$

1,643,699

$

1,599,781

$

4,478,148

$

6,095,178

$

-

$

-

$

6,095,178

325,751,047
$
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Commercial

331,846,225

20,614,233
$

20,614,233

357,451,495
$

357,451,495

703,816,775
$

709,911,953
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The allowance for loan losses is considered by the Credit Union as adequate to cover probable losses
inherent in the loan portfolio. However, no assurance can be given that the Credit Union, in any particular
period, will not sustain loan losses that exceed the allowance, or that subsequent evaluation of the loan
portfolio, in light of then-prevailing factors, including economic conditions, credit quality of the assets
comprising the portfolio, and the ongoing evaluation process, will not require significant changes in the
allowance for loan losses.
The following presents the recorded investment and unpaid principal balance for impaired loans, with the
associated allowance amount, if applicable, as of December 31:
2020
Unpaid
Principal
Balance

Recorded
Investment
Impaired loans with an
allowance
Residential real estate
First mortgage
Second mortgage
Commercial
Consumer
Secured
Unsecured

Impaired loans without
an allowance
Residential real estate
First mortgage
Second mortgage
Commercial
Consumer
Secured
Unsecured

Total impaired loans
Residential real estate
First mortgage
Second mortgage
Commercial
Consumer
Secured
Unsecured

$

-

$

-

Average
Recorded
Investment

Related
Allowance

-

$

-

-

$

-

Interest
Income
Recognized

-

$

-

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

-

$

2,440,499
607,091
-

$

-

-

-

-

-

-

$

-

$

-

$

-

$

3,047,590

$

-

$

-

$

-

$

-

$

2,440,499
607,091
-

$

-

$

-

$

-

$

-

$

3,047,590

$

-
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2019
Unpaid
Principal
Balance

Recorded
Investment
Impaired loans with an
allowance
Residential real estate
First mortgage
Second mortgage
Commercial
Consumer
Secured
Unsecured

Impaired loans without
an allowance
Residential real estate
First mortgage
Second mortgage
Commercial
Consumer
Secured
Unsecured

Total impaired loans
Residential real estate
First mortgage
Second mortgage
Commercial
Consumer
Secured
Unsecured

$

-

$

-

Average
Recorded
Investment

Related
Allowance

-

$

-

-

$

-

Interest
Income
Recognized

-

-

$

-

-

$

-

$

-

$

-

$

-

$

-

$

4,880,997
1,214,181
-

$

4,880,997
1,214,181
-

$

-

$

5,841,436
718,955
-

$

237,380
24,255
-

-

-

-

2,873
-

-

$

6,095,178

$

6,095,178

$

-

$

6,563,264

$

261,635

$

4,880,997
1,214,181
-

$

4,880,997
1,214,181
-

$

-

$

5,841,436
718,955
-

$

237,380
24,255
-

$

6,095,178

$

6,095,178

$

-

2,873
$

6,563,264

$

261,635

As of December 31, 2020 and 2019, the Credit Union has recorded investment in troubled debt
restructurings of $5,561,194 and approximately $6,095,000, respectively. The associated allowance for
TDR loans is $0 at December 31, 2020 and 2019. TDR loans as of December 31, 2020 and 2019 were
performing loans and continue to perform under restructured terms. The Credit Union does not consider
the effect of troubled debt restructurings to be significant to the consolidated financial statements on an
overall basis.
As of December 31, 2020 and 2019, there were no loans that were more than 90 days past due and still
accruing interest. As of December 31, 2020 and 2019, nonaccrual loans were approximately $378,000
and $2,113,000, respectively.
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Section 4013 of the CARES Act and Section 541 of the Coronavirus Response and Relief Supplemental
Appropriations Act of 2021 (the “Coronavirus Relief Act”) passed in January 2021 provided optional,
temporary relief from evaluating loans that may have been considered TDRs under U.S. GAAP. This relief
applies to loan modifications executed between March 1, 2020 and the earlier of 60 days after the
national emergency related to the Pandemic is terminated, or January 1, 2022. The Company elected to
apply these temporary accounting provisions to payment relief loans beginning in March 2020. As of
December 31, 2020, 3,702 loans totaling $42,000,092 were modified as CARES Act deferrals and not
subject to TDR accounting and reporting. During 2020, 2,047 loans totaling $25,400,856 had been in a
CARES Act deferment at some point during 2020 but were not in such deferment as of December 31,
2020.
Management regularly reviews and risk grades commercial real estate loans in the Credit Union’s
portfolio. The risk grading system allows management to classify assets by credit quality in accordance
with the Credit Union policy. The Credit Union’s internal risk grading system definition is as follows:
Pass – Loans that are protected by the current net worth and paying capacity of the obligor(s) or by the
value of the underlying collateral.
Watch – “Pass” loans with temporary conditions that may lead to downgrades if not rectified by borrower
action.
Special mention – Loans with potential weaknesses that require close attention. If left uncorrected, the
weaknesses may result in deterioration of the repayment prospects for the asset, or in the future loan
credit position.
Substandard – Loans that are inadequately protected by the current sound worth and paying capacity of
the obligor(s) or the collateral pledged, if any.
Doubtful – Loans with all the weaknesses inherent in one classified under the “substandard” category,
with the added characteristic that the weaknesses make collection or liquidation in full, on the basis of
currently existing facts, conditions, and values, highly questionable and improbable.
Loss – Loans considered uncollectible and of such little value that their continuance as bankable assets
is not warranted. This classification does not mean that the asset has absolutely no recovery or salvage
value, but rather, it is not practical or desirable to defer writing off this basically worthless asset even
though partial recovery may be affected in the future.
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The following presents, by credit quality indicator, the commercial loans portfolio as of December 31:

2020
Pass
Watch
Special mention
Substandard
Doubtful
Loss

2019

$

17,272,241
924,772
-

$

18,814,745
938,657
860,831
-

$

18,197,013

$

20,614,233

The following presents, by credit quality indicator, the residential real estate and consumer loan portfolio
as of December 31:

Performing
Residential real estate
First mortgage
Second mortgage
Consumer
Secured
Unsecured

$ 261,902,682
46,041,972

2020
Nonperforming
$

188,053,887
159,677,019
$ 655,675,560

$

Total

Performing

686,809
309,569

$ 262,589,491
46,351,541

$ 273,539,137
56,020,603

840,965
99,412

188,894,852
159,776,431

204,178,965
151,504,628

1,936,755

$ 657,612,315

$ 685,243,333

2019
Nonperforming
$

$

Total

1,694,337
592,148

$ 275,233,474
56,612,751

1,109,751
658,151

205,288,716
152,162,779

4,054,387

$ 689,297,720

Management reviews on a regular basis the performance of the residential real estate and consumer loan
portfolio. Residential real estate and consumer loans are evaluated on the basis of performing and
nonperforming assets. Nonperforming assets are defined as assets past due 60 days.
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The following is an aging analysis of the recorded investment of past due loans as of December 31:
2020

61-90 Days
Past Due
Residential real estate
First mortgage
Second mortgage
Commercial real estate
Consumer
Secured
Unsecured

$

686,809
309,569
-

Greater Than
90 Days
$

826,073
99,412
$

1,921,863

$

14,892
$

Current

686,809
309,569
-

$ 261,902,682
46,041,972
18,197,013

$ 262,589,491
46,351,541
18,197,013

840,965
99,412

188,053,887
159,677,019

188,894,852
159,776,431

Total
Past Due
-

14,892

$

Recorded
Investment
>90 Days
and Accruing

Total
Loans
Receivable

1,936,755

$

673,872,573

$

675,809,328

$

-

$

-

2019

61-90 Days
Past Due
Residential real estate
First mortgage
Second mortgage
Commercial real estate
Consumer
Secured
Unsecured

$

278,843
80,533
-

Greater Than
90 Days
$

464,873
317,819
$

1,142,068

1,415,494
511,615
644,878
340,332

$

2,912,319

Current

1,694,337
592,148
-

$ 273,539,137
56,020,603
20,614,233

$ 275,233,474
56,612,751
20,614,233

1,109,751
658,151

204,178,965
151,504,628

205,288,716
152,162,779

Total
Past Due
$

$

Recorded
Investment
>90 Days
and Accruing

Total
Loans
Receivable

4,054,387

$

705,857,566

$

709,911,953

$

-

$

-

Note 4 – Premises and Equipment, Net
Premises and equipment, net, are summarized as follows at December 31:

2020
Land
Building
Furniture and equipment
Leasehold improvements

$

1,120,600
9,195,245
8,261,597
1,806,305

2019
$

20,383,747
(14,668,856)

Accumulated depreciation and amortization
$

5,714,891

1,120,600
8,712,653
7,662,654
1,806,305
19,302,212
(13,579,507)

$

5,722,705
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The Credit Union leases six offices. The operating leases contain renewal options and provisions
requiring the Credit Union to pay property taxes and operating expenses over base period amounts. All
rental payments are dependent only upon the lapse of time. Minimum rental payments under operating
leases with initial or remaining terms of one year or more at December 31, 2020, are as follows:

Years Ending December 31
2021
2022
2023
2024
2025
Thereafter

$

587,694
605,234
436,306
412,573
232,123
-

$

2,273,930

Rental expense for the years ended December 31, 2020 and 2019, for all facilities leased under operating
leases, totaled approximately $780,000 and $726,000, respectively, which is included in noninterest
expense on the consolidated statements of income.

Note 5 – Members’ Shares
Members’ shares are summarized as follows at December 31:
2020
Regular shares
Share drafts
Money market accounts
Individual retirement accounts
Individual retirement accounts certificates
Certificates
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$

2019

482,908,493
241,230,110
123,870,773
58,240
28,309,301
144,099,100

$ 390,033,252
194,206,856
109,788,462
56,518
28,235,699
141,110,433

$ 1,020,476,017

$ 863,431,220

Los Angeles Federal Credit Union
Notes to Consolidated Financial Statements
Note 5 – Members’ Shares (continued)
Shares by maturity as of December 31, 2020, are summarized as follows:

No contractual maturity
Zero to one year maturity
One to two years' maturity
Two to three years' maturity
Three to four years' maturity
Four to five years' maturity

$ 876,369,183
100,934,680
29,491,205
5,835,197
2,665,279
5,180,473
$ 1,020,476,017

Regular shares, share drafts, money market accounts, and individual retirement account shares have no
contractual maturity. Certificate accounts have maturities of five years or less.
The NCUSIF insures members’ shares and certain individual retirement and Keogh accounts up to the
maximum federal deposit insurance level of $250,000. This includes all account types, such as regular
share, share draft, money market, and certificates of deposit. Individual retirement account and Keogh
account coverage remains at up to $250,000 separate from other types of accounts owned.
The aggregate amount of certificates in denominations of $250,000 or more at December 31, 2020 and
2019, is approximately $39,850,000 and $13,230,000, respectively.

Note 6 – Borrowed Funds
The Credit Union has a master loan agreement with a corporate credit union that provides lines of credit
totaling $60 million as of December 31, 2020. These credit lines include a $30 million variable-rate
secured settlement line of credit (1.00% at December 31, 2020) and a $30 million variable- or fixed-rate
secured term line of credit at December 31, 2020. Collateral for the settlement line consists of securities
held at the corporate credit union and all other assets of the Credit Union. Collateral for the term line of
credit can consist of securities held at the corporate credit union and loans owned by the Credit Union not
otherwise pledged. At December 31, 2020 and 2019, there were $0 and $0 outstanding borrowings under
the agreements, respectively. These agreements are reviewed for continuation by the lender and the
Credit Union annually.
The Credit Union also utilizes a secured loan agreement with the Federal Reserve Bank. The terms of
this agreement call for the pledging of securities held in safekeeping as collateral for any and all
obligations taken by the Credit Union under this agreement. The agreement provides interest charged at
a rate determined by the lender on a periodic basis. At December 31, 2020 and 2019, there were no
borrowings under this agreement. The agreement is reviewed for continuation by the lender and the
Credit Union annually.
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Note 7 – Off-Balance-Sheet Activities
The Credit Union is party to conditional commitments to lend funds in the normal course of business to
meet the financing needs of its members. These commitments represent financial instruments to extend
credit, which include lines of credit, credit cards, and home equity lines that involve, to varying degrees,
elements of credit and interest rate risk in excess of amounts recognized in the consolidated financial
statements.
The Credit Union’s exposure to credit loss is represented by the contractual amount of these
commitments. The Credit Union follows the same credit policies in making commitments as it does for
those loans recorded in the consolidated financial statements.
Commitments to extend credit are agreements to lend to a member as long as there is no violation of any
condition established in the contract. Commitments generally have fixed expiration dates or other
termination clauses and may require payment of a fee. Because many of the commitments are expected
to expire without being drawn upon, the total commitment amounts do not necessarily represent future
cash requirements. The Credit Union evaluates each member’s creditworthiness on a case-by-case
basis. The amount of collateral obtained to secure borrowing on the lines of credit is based on
management’s credit evaluation of the member.
Unfunded commitments under revolving credit lines and overdraft protection agreements are
commitments for possible future extensions of credit to existing customers. These lines of credit are
uncollateralized, usually do not contain a specified maturity date, and ultimately may not be drawn upon
to the total extent to which the Credit Union is committed.
Outstanding loan commitments at December 31, 2020 and 2019, total approximately $22,746,000 and
$2,339,000, respectively.
Unfunded loan commitments under lines of credit are summarized as follows at December 31:
2020
Credit card
Home equity
Unsecured share draft
Overdraft protection program

$

2019

96,023,760
86,364,284
16,175,974
4,777,006

$ 115,935,921
80,470,048
15,469,687
4,535,969

$ 203,341,024

$ 216,411,625

Note 8 – Commitments and Contingent Liabilities
The Credit Union is a party to various legal actions normally associated with collections of loans and other
business activities of financial institutions, the aggregate effect of which, in management’s opinion, would
not have a material adverse effect on the financial condition or results of operations of the Credit Union.
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During the 2020 calendar year, the World Health Organization has declared the outbreak of the
coronavirus (“Covid-19”) to constitute a “Public Health Emergency of International Concern.” This
pandemic has disrupted economic markets and the economic impact, duration, and spread of the COVID19 virus is uncertain at this time. The financial performance of the Credit Union is subject to future
developments related to the COVID-19 outbreak and possible government advisories and restrictions
placed on the financial markets and business activities. The impact of financial markets and the overall
economy, all of which are highly uncertain, cannot be predicted. If the financial markets and/or the overall
economy are impacted for an extended period the Credit Union's results may be materially affected. The
financial statements do not include any adjustments that might result from the outcome of this uncertainty.

Note 9 – Employee Benefits
401(k) salary deferral – Employees are eligible upon hire to participate in the employee deferral portion
of the plan and eligible to participate in the employer matching portion of the plan after completing six
months of service. Employees may contribute 1 percent to 20 percent of their annual compensation to the
plan, limited to a maximum annual amount as set periodically by the Internal Revenue Service. The plan
requires the Credit Union to match 100 percent of the first 4 percent and 80 percent of the next 2 percent
of employee contributions. The Credit Union’s matching contributions for the years ended December 31,
2020 and 2019, were approximately $532,000 and $524,000, respectively, which is included in
noninterest expense on the consolidated statements of income.
Profit sharing – Employees are eligible to participate after completing one year of service. The annual
contribution is discretionary as determined by the Board of Directors. Plan forfeitures are used to reduce
the Credit Union’s annual contribution. The Credit Union contributed approximately $557,000 and
$615,000 to the plan for the years ended December 31, 2020 and 2019, respectively, which is included in
noninterest expense on the consolidated statements of income.
457(f) plan – The Credit Union has a nonqualified deferred compensation plan with fixed benefits and a
supplemental term life benefit for certain executives under Internal Revenue Code Section 457(f). The
Credit Union purchased credit union-owned variable annuities with term life insurance as designated
assets for the plan. The variable annuity policies are invested in equity and fixed-income portfolios at
CUNA Mutual Insurance. The value of the policies is included in other assets and was approximately $0
at December 31, 2020 and 2019. The Credit Union expensed approximately $120,000 and $5,000 during
the years ended December 31, 2020 and 2019, respectively. The liability for the deferred compensation,
which is included in accrued liabilities, was approximately $120,000 and $0 at December 31, 2020 and
2019, respectively.
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Post-retirement benefit plan – The Credit Union provides a postretirement health benefits plan to
certain current and former employees. The plan was closed to new participants as of January 1, 2009.
The Codification requires the Credit Union to recognize the funding status of its other post-retirement
benefit plan in its consolidated statements of financial condition, with a corresponding adjustment to
accumulated other comprehensive income. Net unrecognized actuarial losses and unrecognized prior
service costs are recognized as net periodic pension plan cost pursuant to the Credit Union’s historical
accounting policy for amortizing such amounts. Further, actuarial gains and losses that are not
recognized as net periodic pension cost in the same period will be recognized as a component of other
comprehensive income. Those amounts will be subsequently recognized as a component of net periodic
pension plan cost on the same basis as the amounts recognized in accumulated other comprehensive
income.
The following table sets forth information regarding the post retirement benefit plan as of and for the years
ended December 31:
2020
Benefit obligation
Fair value of plan assets
Unfunded status
Liability for postretirement benefits (included in accrued
expenses and other liabilities on the consolidated
statements of financial condition)
Total amount recognized
Net amount recognized in accumulated other
comprehensive income
Net loss
Prior service cost
Total amount recognized
Accumulated benefit obligation
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2019

$

2,839,535
-

$

2,685,517
-

$

2,839,535

$

2,685,517

$

2,839,535

$

2,430,057

$

2,839,535

$

2,430,057

$

966,389
-

$

770,553
-

$

966,389

$

770,553

$

2,839,535

$

2,685,517

Los Angeles Federal Credit Union
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Note 9 – Employee Benefits (continued)
Years Ended December 31,
2020
2019
Net periodic benefit cost
Total recognized in other comprehensive income
Total recognized in net periodic benefit cost
and other comprehensive income

$

107,370
195,838

$

167,724
226,456

$

303,208

$

394,180

Years Ended December 31,
2020
2019
Assumptions for net periodic benefit cost
Discount rate
Medical trend rate

1.90%
4.9% in 2021
grading to 3.8%

Effect of a 1% increase in healthcare cost trend on
Service cost plus interest cost
Accumulated postretirement benefits obligation
Effect of a 1% decrease in healthcare cost trend on
Service cost plus interest cost
Accumulated postretirement benefits obligation
Employer contributions
Benefits paid

$
$

2.80%
5.6% in 2020
grading to 3.8%

0.40%
0.40%

0.40%
0.40%

(0.40%)
(0.40%)

(0.40%)
(0.40%)

149,189
149,189

$
$

138,720
138,720

The amortization of prior service cost for 2020 and 2019 was approximately $0. The estimated
amortization of prior service cost for 2021 is $0.
The following benefit payments are expected to be paid:

Amount
Years Ending December 31
2021
2022
2023
2024
2025
20262030

$

157,279
161,836
179,787
194,063
196,820
886,439
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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 that, if undertaken, could have a direct material effect on the Credit
Union’s consolidated financial statements. Under capital adequacy guidelines and the regulatory
framework for prompt corrective action, the Credit Union must meet specific capital guidelines that involve
quantitative measures of the Credit Union’s assets, liabilities, and certain off-balance-sheet items as
calculated under U.S. GAAP. The Credit Union’s capital amounts and classification are also subject to
qualitative judgments by the regulators about components, risk weightings, and other factors.
Quantitative measures established by regulation to ensure capital adequacy require the Credit Union to
maintain minimum amounts and ratios (set forth in the table below) of net worth to total assets. Further,
credit unions over $10,000,000 in assets are also required to calculate a Risk-Based Net Worth (RBNW)
requirement that establishes whether or not the Credit Union will be considered “complex” under the
regulatory framework. The Credit Union’s RBNW requirements as of December 31, 2020 and 2019, were
5.60 percent and 5.86 percent, respectively. The minimum requirement to be considered “complex” under
the regulatory framework is 6 percent. Management believes, as of December 31, 2019 and 2018, that
the Credit Union meets all capital adequacy requirements to which it is subject.
Key aspects of the Credit Union’s minimum capital amounts and ratios are summarized as follows at
December 31:
2020
Amount

2019
Ratio/
Requirement

Amount

Ratio/
Requirement

Amount needed to be
classified as "adequately
capitalized"

$

65,351,978

5.60%

$

58,011,506

5.86%

Amount needed to be
classified as "wellcapitalized"

$

81,689,972

7.00%

$

69,297,021

7.00%

Retained earnings per these
financial statements
Retained earnings acquired
through business
combinations

$

129,116,747

$

124,582,341

$

443,555

$

443,556

Total net worth for
regulatory capital

$

129,560,302

$

125,025,897

11.10%

12.63%

As of December 31, 2020 and 2019, the NCUA categorized the Credit Union as “well-capitalized” under
the regulatory framework for prompt corrective action. To be categorized as “well-capitalized,” the Credit
Union must maintain a minimum net worth ratio of 7 percent of assets. There are no conditions or events
since that notification that management believes have changed the institution’s category.
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Because the RBNW requirement is less than the net worth ratio, the Credit Union retains its original
category. Further, in performing its calculation of total assets, the Credit Union used the quarter-end
balance option, as permitted by regulation.

Note 11 – Related-Party Transactions
In the normal course of business, the Credit Union extends credit to directors, Supervisory Committee
members, and executive officers. The aggregate loans to related parties at December 31, 2020 and 2019,
are approximately $6,110,722 and $3,857,255, respectively. Members’ shares from related parties at
December 31, 2020 and 2019, amounted to approximately $6,826,270 and $2,165,537, respectively.

Note 12 – Fair Value
Fair value on a recurring basis – Assets measured at fair value on a recurring basis include availablefor-sale investments as described in Notes 1 and 2. The inputs for the determination of the fair value of
available-for-sale investments are classified within Level 2 of the valuation hierarchy.
Fair value on a nonrecurring basis – Certain financial and nonfinancial assets are measured at fair
value on a nonrecurring basis—that is, the instruments are not measured at fair value on an ongoing
basis but are subject to fair value adjustments in certain circumstances (for example, when there is
evidence of impairment). The following tables present the assets carried on the consolidated statements
of financial condition, by caption and by level within the valuation hierarchy (as described above), for
which a nonrecurring change in fair value has been recorded:

Total
Foreclosed assets

$

91,137

Total
Foreclosed assets

$

95,402

Carrying Value at December 31, 2020
Level 1
Level 2
$

-

$

-

Level 3

Carrying Value at December 31, 2019
Level 1
Level 2
$

-

$

-

91,137

$

Level 3
$

95,402

Loans include certain impaired loans where an allowance for loan losses has been calculated based upon
the fair value of the loans. The losses on the impaired loans, including TDR loans, are generally based on
the value of the collateral securing such loans and are classified within Level 3 of the fair value hierarchy.
Foreclosed assets consist primarily of repossessed vehicles and other real estate owned. Note 1
describes the accounting policy applied to such assets.
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VISION STATEMENT
To be our members’ first choice for financial services.

MISSION STATEMENT
To provide the best financial services as defined by our
members, to maintain a high level of financial stability,
and to foster employee growth and achievement.

BRANCHES
Cerritos
11306 South St.

Culver City

3850 Culver Center Dr.

El Monte

9204 Flair Dr., Suite A

Gardena

1352 W. Artesia Blvd.

Glendale

300 S. Glendale Ave.

LA Mall (Downtown Los Angeles)

201 N. Los Angeles St., Space 201

Van Nuys

8008 Van Nuys Blvd.

LOS ANGELES FEDERAL CREDIT UNION
P.O. Box 53032
Los Angeles, CA 90053-0032

WEBSITE

www.LAFCU.org

TELEPHONE

(877) MY LAFCU (695-2328)

E-MAIL

memberservices@LAFCU.org

