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SEE THE VIDEO!
To see the video version of this interview,
and view bonus clips on Quorum’s culture,
growth model and Bruno’s favorite memories,
visit: quorumfcu.org/2021-year-in-review

AN
INTERVIEW
WITH QUORUM’S CEO AND PRESIDENT

In November 2021, Quorum’s CEO
Bruno Sementilli met with President
and future CEO Jeff Pachter in Florida
to reflect on 38 years with Quorum
and his retirement in February 2022.
They also discussed the evolving
and exciting future of Quorum.

BRUNO: Hello members and business partners of
Quorum. I’m Bruno Sementilli, current CEO of Quorum
Federal Credit Union.
JEFF: And I’m Jeff Pachter, President of Quorum.
Because this is such a momentous year, we wanted to
not only deliver our Annual Message together, but also,
to interview each other, so that this gentleman doesn’t
get away with downplaying some of his amazing
accomplishments at Quorum. Let’s get started!

Their interview follows.

J: As many of you already know—as the announcement
was made earlier this year in June—Bruno, after 38 years
with Quorum (starting as a loan clerk, and working his
way up the company and throughout the company),
has announced his retirement. Bruno, can you tell us
why now?
B: Thanks Jeff. I think what’s most significant about
“now” is that I feel Quorum is in a place where I’m
comfortable retiring. Leading Quorum into the financial
services company that we are today has been one of the
greatest honors of my life, and I know the company is
in great hands. I’m proud of the company we’ve built,
humbled by the amazing people I’ve had the pleasure
of working with, and pleased that the accomplishments
we’ve achieved have helped to improve the lives of our
members. The senior leadership team makes me proud
every day, our Board of Directors, under Chairman Mark
Werner, ensures we put our members and partners first,
and stays laser-focused on our goals.
In addition, we continue to be a named one of the top
credit unions in the U.S. by Bankrate, as well as a Best
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“

I think the common
denominator for all of the
obstacles we’ve faced
over the years has been a
dedication and resilience
to overcome the obstacle,
whatever it was at the
moment .

”

offered competitive rates, and was an institution where
members could bank anytime and anywhere, but
still receive the service you would expect to get at a
neighborhood Credit Union. And when you look at our
products, like our HighQ Liquid Savings product, or our
Term Accounts, which consistently have top-of-market
rates, or our mortgages, particularly our HELOCs; I think
we’ve really achieved that. When we hear “thank you”
from a member, about how we helped them with their
loan, or provided them great service on a phone call, or
helped a longtime member set up a custodial account
for their child, I think we’ve achieved that.

—Bruno Sementilli

J: Your vision wasn’t without its challenges.
B: There were definitely challenges along the way and
that’s what always keeps it fun and interesting. From
economic upheavals to sponsor company actions to the
taxi medallion portfolio of the last few years… we’ve had
our fair share.
I think the common denominator for all of the obstacles
we’ve faced over the years has been a dedication and
resilience to overcome the obstacle, whatever it was at
the moment.
Quorum’s CEO Bruno Sementilli (left) with future CEO Jeff Pachter (right).
(continued, from page 5)

B: Well, I remember starting work at what was General

Company to Work For in New York (for 10 times over
the past decade). We’ve launched value-added programs
for our members, like our Member Discount Program,
and Balance Financial Fitness, a free financial counseling
service. We have a robust Learning Hub, with hundreds of
free educational articles to help our members make good
financial decisions. We now offer insurance and wealth
management services through trusted partners. And
we’ve changed our business model from branch-based
service to a truly online credit union, serving members
throughout the country through online and mobile
banking and a nationwide ATM network. We’re also well
on our way with a well-staffed lending business model
and digital transformation.

Foods headquarters (which is who we served at the time).

So, I felt that the time was right to move on to other
adventures, especially travelling the world with my wife.
We recently celebrated 36 years of marriage and we’re
both looking forward to seeing the world.

At the time, before we evolved into an online credit union,
Quorum had multiple service centers throughout the
country at the many plant locations of our sponsors.
We used to visit those locations in person to serve
members. My service center was essentially a temporary
office space that had walls but no ceiling, so everything
was quite transparent. We were very small at the time but
it was a good central location for members to find us.
When I started, we had approximately 10,000 members
(today we have over 75,000), and there were about 20
employees (we now have over 150). We all wore many
hats to pitch in where needed.
As a loan clerk, it was my job to help the Credit Union
with all of the paperwork associated with a loan, like
appraisal documents, credit reports and reviews for

J: What other hats did you wear at Quorum?
B: After being promoted to a loan officer, I quickly became
a branch manager. That role gave me great insights into
almost every department in the company. I held many
positions in the company, mostly in lending but also
Operations and even Marketing. I stayed with Quorum
because it always created new opportunities for me. It was
almost symbiotic - It seemed as I grew in knowledge and
experience, the Credit Union had a new challenge for me.
Ultimately in December of 2004, I was promoted from
Senior Vice President to Chief Executive Officer.
As always, we had challenges as our sponsor was also
evolving with a series of acquiring and divesting that
threaten growth opportunities. I knew I wanted to lead
Quorum to fulfill its vision and its mission of providing
financial services to benefit the lives of our members.
But I also knew we needed to create new opportunities
to grow.

accuracy. Things were much different then, we didn’t
J: Take us back to your first day as a loan clerk, 38
years ago. What was Quorum like then?

have personal computers, and only had weekly print
outs of member account information to work from.

So that was my mission: to grow Quorum into a nationwide
financial institution that benefitted the lives of its members,

We’ve been challenged along the way, yet never faltered
in our resolve to do the right thing for members, partners,
investors, and, our employees. And while I take pride
in Quorum’s ability to look for creative and innovative
solutions, it’s always been tempered by sound business
practices, safe lending and secure investments, as well as
building our capital reserves (what a member might call
a ‘rainy day’ or ‘emergency fund’): those essentials have
always seen us through.
J: You mentioned “growing the Credit Union.” As you
said earlier, we’re a Select Employer Group-based credit
union, serving employees at companies like Kraft Foods
and Philip Morris. How do you grow a credit union when
the base is limited to only companies you support as a
credit union?
B: Right. Quorum has a way of combining practicality
with innovation to create business models and strategies
that differentiate us in the marketplace. Other credit
unions were already exploring mergers and companies
not yet served by credit unions, so we needed a different,
more unique prospect to grow, which is why we started
the Vacation Ownership Funding Company in 2009, the
(continued on next page)
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B: Well, first, as a reminder, the same time my retirement
was announced, we announced my successor (gestures
to Jeff; then faces camera). Jeff was a natural choice
by our Board due to his proven performance with the
Credit Union since 2014, his leadership, and his financial
background, and it was a choice fully endorsed by me.

(continued, from page 7)

first of our Business-to-Business partnerships. And
because we were so successful there, we went on to
develop other partnerships like our international graduate
student loans, medical loans, and most recently, and
probably most successfully, HELOC and First Mortgage
brokerage partnerships.

J: I’m honored to have the opportunity and am very grateful
for the Board’s confidence in me and I’m thankful that you
brought me into Quorum 7 years ago!

These partnerships really helped us to expand Quorum’s
membership: those who became Quorum members due
to Quorum financing their loan were then introduced to
all that the Credit Union had to offer. But it also allowed
us to grow financially, giving us the funds to invest in
digital technology, transitioning our members from paper
processes to online and mobile banking and ultimately a
more seamless banking experience.
J: We can’t fail to mention the global pandemic.
B: Of course. I don’t think anyone wanted a year like
2020, or was ready for a pandemic, but Quorum had
been making so many strides and investments toward
serving our members digitally, that we didn’t experience
the challenge so many credit unions experienced, who
were scrambling to put an infrastructure in place that
would allow employees to serve members remotely, and
also allow employees to work remotely.
We had a solid “work from home” model in place, as well
as a “bank anywhere, anytime” pledge to our members;
so the transition, while unplanned, was relatively seamless.
When you take these moments, and these challenges,
it’s honestly what I’m most proud of and it’s a major
strength of the Credit Union. The ability to adjust and
adapt to ever-changing circumstances. In a word, it’s
Agility, which is one of Quorum’s Core values. The other
value that I believe has grown and served the organizational
well is entrepreneurship. Which means being adaptive and
ready to re-invent yourself when conditions change. We
did that so many times as we evolved from serving one
company location to many, then serving many companies,
changing from a branch to a branchless model, and
growing membership through loan relationships.
And speaking of “re-inventing,” I think that’s my segue to
interview you, where you can take us through what you
have in store for Quorum!
J: Absolutely!

B: What can you tell us about Quorum 2022 and beyond?
J: As I move into this position officially in February 2022,
my focus is a commitment to all stakeholders: members,
partners, investors and my colleagues.

“

Part of [honoring an online credit union model] is
looking for more ways to members to self serve, so
members can truly bank on their own terms. If they want
us or need us, we’re here, but we’re giving them
the tools they need to bank on their own.

”

—Jeff Pachter

The future of Quorum is seeing through much of the
framework you’ve put in place for us: growing the Credit
Union through business partnerships, transforming us from
paper processes to digital solutions, and constantly finding
ways to add value to our members and partners, whether
through new services or products.
Many of our members and partners are aware of our
tagline, “Banking That’s Good. For You.” What I love about
this is that we’re operating with that very simple, but very
profound adjective, at the heart of every business decision
we make. Is this “Good” for our members, our partners, our
employees, and the overall health of the Credit Union?
So we’re looking at pain points, and making progress towards providing a frictionless experience across all areas of
business. And as you know, that’s no easy feat, but we have
a great opportunity presented to us now in that members
and partners expect companies (particularly financial
institutions) to be digital.
Outlining a digital process takes hard work, it takes research,
it takes feedback, and iterations, but we’ve already made
quite a few improvements in online and mobile banking, our
membership application, and in Member Service.
You mentioned earlier how we’ve changed our business
model from branch-based service to an online credit union.
Part of honoring that business model is looking for more
ways for members to self serve, so members can truly bank
on their terms. If they want us or need us, we’re here, but
we’re giving them the tools they need to bank on their
own. So, in addition to “must have” self-service like mobile
(continued on next page)
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(continued, from page 9)

deposits, which we’ve had for years and is very popular
with our members, we’re making a lot of investments into
other ways a member can bank on their own, like a 24/7
online knowledge-base and automated chat.
We have all the elements required to build upon our
success: strong vision, mission and core values, talent,
resources, and perseverance, and a cool tagline. As the
incoming CEO, I can’t ask for a better foundation.
B: And what about new partnerships?
J: It was so important for the existence of the Credit Union
to find new areas of business, which is why we started this
venture in 2009 with the Vacation Ownership Funding
Company, and went on to other partnerships. Our model
allows us to rethink what Quorum could be, and how we
can serve businesses as well as members, where everyone
benefits. For example, in order for us to offer competitive
dividends on our deposit products, and low interest rates
on our loans, the credit union needs capital. We get capital
through these partnerships. This relationship is an important
area of the business that ensures our overall health and
success and allows us to offer membership value.
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Our partnerships with mortgage brokers throughout the
country, in particular, has enabled Quorum to provide loans
to so many new members which is exciting. In addition, it
delivers income to Quorum which enables us to continually
reinvest in our members including offering lower rates on
mortgages and higher rates on our savings products.
B: Well, I know that no matter where my retirement takes
me, I will continue to be a Quorum member and can’t
wait to see what the future brings for the Credit Union.
The company is well-positioned for future profitable
growth and for taking care of our stakeholders-members,
partners, investors and employees- and I have full
confidence that you, as Quorum’s CEO, will continue
to advance our success.” Thank you, Jeff, for your hard
work, and for taking Quorum on what I know will be an
exciting and rewarding journey!
J: An honor. Thank you.
B: And thank you members, partners, investors, Quorum
employees, the Board and Supervisory Committee. It has
been my absolute pleasure to serve you, and work with
you, for 38 years.

CliftonLarsonAllen LLP
CLAconnect.com

INDEPENDENT AUDITORS’ REPORT

Board of Directors and Supervisory Committee
Quorum Federal Credit Union and Subsidiary
Purchase, New York
Report on the Audit of the Consolidated Financial Statements
Opinion
We have audited the accompanying consolidated financial statements of Quorum Federal Credit Union
and Subsidiary, which comprise the consolidated statements of financial condition as of December 31,
2021 and 2020, and the related consolidated statements of income, comprehensive income, members’
equity, and cash flows for the years then ended, and the related notes to the consolidated financial
statements.
In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Quorum Federal Credit Union and Subsidiary as of December 31,
2021 and 2020, and the results of their operations and their cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.
Basis for Opinion
We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS). Our responsibilities under those standards are further described in the Auditors’
Responsibilities for the Audit of the Consolidated Financial Statements section of our report. We are
required to be independent of Quorum Federal Credit Union and Subsidiary and to meet our other
ethical responsibilities in accordance with the relevant ethical requirements relating to our audits. We
believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.
Responsibilities of Management for the Consolidated Financial Statements
Management is responsible for the preparation and fair presentation of the consolidated financial
statements in accordance with accounting principles generally accepted in the United States of
America, and for the design, implementation, and maintenance of internal control relevant to the
preparation and fair presentation of consolidated financial statements that are free from material
misstatement, whether due to fraud or error.
In preparing the consolidated financial statements, management is required to evaluate whether there
are conditions or events, considered in the aggregate, that raise substantial doubt about Quorum
Federal Credit Union and Subsidiary’s ability to continue as a going concern for one year after the date
the consolidated financial statements are available to be issued.

CLA is an independent member of Nexia International, a leading, global network of independent
accounting and consulting firms. See nexia.com/member-firm-disclaimer for details.
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Board of Directors and Supervisory Committee
Quorum Federal Credit Union and Subsidiary

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements
Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’
report that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS will
always detect a material misstatement when it exists. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they would
influence the judgment made by a reasonable user based on the consolidated financial statements.
In performing an audit in accordance with GAAS, we:


Exercise professional judgment and maintain professional skepticism throughout the audit.



Identify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to those
risks. Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the consolidated financial statements.



Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of Quorum Federal Credit Union and Subsidiary’s internal control.
Accordingly, no such opinion is expressed.



Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.



Conclude whether, in our judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Quorum Federal Credit Union and Subsidiary’s ability to
continue as a going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit, significant audit findings, and certain internal control related
matters that we identified during the audit.
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Board of Directors and Supervisory Committee
Quorum Federal Credit Union and Subsidiary

Other Information Included in the Annual Report
Management is responsible for the other information included in the annual report. The other
information comprises the reference to our audit but does not include the consolidated financial
statements and our auditors’ report thereon. Our opinion on the consolidated financial statements does
not cover the other information, and we do not express an opinion or any form of assurance thereon.
In connection with our audit of the consolidated financial statements, our responsibility is to read the
other information and consider whether a material inconsistency exists between the other information
and the consolidated financial statements, or the other information otherwise appears to be materially
misstated. If, based on the work performed, we conclude that an uncorrected material misstatement of
the other information exists, we are required to describe it in our report.

CliftonLarsonAllen LLP
Plymouth Meeting, Pennsylvania
March 28, 2022
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CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
YEARS ENDED DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

2021

2020

ASSETS
Cash and Cash Equivalents
Available-for-Sale Securities
Other Investments
Loans, Net
Accrued Interest Receivable
Leasehold Improvements and Equipment, Net
Deposit in National Credit Union Share Insurance Fund
Other Assets

$

120,208
51,827
4,598
770,692
5,205
3,228
7,210
62,770

$

39,295
66,255
4,327
749,549
5,259
3,530
6,741
53,261

Total Assets

$

1,025,738

$

928,217

$

919,251

$

847,138

LIABILITIES AND MEMBERS' EQUITY
LIABILITIES
Members' Share Accounts
Subordinated Debentures - Face Amount $6,000
(Less Unamortized Debt Issuance Cost of $133
at December 31, 2021 and $97 at 2020)
Accrued Expenses and Other Liabilities
Total Liabilities

3,903
13,904
864,945

MEMBERS' EQUITY
Retained Earnings, Substantially Restricted
Accumulated Other Comprehensive Loss
Total Members' Equity before Noncontrolling Interest

80,329
(3,070)
77,259

66,697
(2,885)
63,812

Noncontrolling Interest
Total Members' Equity

(488)
76,771

(540)
63,272

Total Liabilities and Members' Equity
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5,871
23,845
948,967

$

1,025,738

$

928,217

See accompanying Notes to Consolidated Financial Statements | Quorum Annual Report 2021

CONSOLIDATED STATEMENTS OF INCOME
YEARS ENDED DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

2021
INTEREST INCOME
Loans
Available-for-Sale Securities
Interest Bearing Deposits and Cash Equivalents
Total Interest Income

$

INTEREST EXPENSE
Members' Share and Savings Accounts
Borrowed Funds
Total Interest Expense

37,470
602
724
38,796

2020
$

36,770
645
687
38,102

3,784
340
4,124

7,784
71
7,855

34,672

30,247

3,875

8,207

Net Interest Income After Provision for Loan Losses

30,797

22,040

NON-INTEREST INCOME
Checking Fees
Credit Card Fees
Check Card Fees
Late Fees
Gain on Sale of Loans
Gain on Sale of Investments
Net Gain (Loss) on Sale of Assets
Other Expenses (Fees)
Member Capital Payout
Total Non-Interest Income

625
1,093
760
141
29,503
21
(1,128)
2,700
33,715

688
1,069
719
192
12,827
315
(63)
(657)
15,090

NON-INTEREST EXPENSE
General and Administrative:
Employee Compensation and Benefits
Office Operations
Loan Processing
Professional Fees and Other Outside Services
Office Occupancy
Marketing and Promotional
Travel and Conference
Other Non-Interest Expenses
Total Non-Interest Expense

33,005
4,767
8,270
2,689
604
868
138
539
50,880

20,871
4,030
6,412
2,160
622
630
49
450
35,224

Net Interest Income
PROVISION FOR LOAN LOSSES

NET INCOME

$

13,632

Quorum Annual Report 2021 | See accompanying Notes to Consolidated Financial Statements

$

1,906
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CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
YEARS ENDED DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

2021
NET INCOME

$

OTHER COMPREHENSIVE (LOSS) INCOME :
Securities - Available-for-Sale
Unrealized Holding (Loss) Gain Arising During the Period
Reclassification for Gains Included in Net Income
Subtotal

TOTAL OTHER COMPREHENSIVE (LOSS) INCOME

16

13,632

$

(1,068)
(1,068)

Defined Benefit Pension and Healthcare Plans
Net Gain (Loss) Arising During the Period
Reclassification Adjustment for Amortization of Prior Service
Cost and Net Gain Included in Periodic Pension Cost
Subtotal

TOTAL COMPREHENSIVE INCOME

2020

$

1,906

720
(315)
405

680

(211)

203
883

204
(7)

(185)

398

13,447

$

2,304

See accompanying Notes to Consolidated Financial Statements | Quorum Annual Report 2021

CONSOLIDATED STATEMENTS OF MEMBERS’ EQUITY
YEARS ENDED DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

Statutory
Reserves
BALANCES AT JANUARY 1, 2020

$

Undivided
Earnings

11,453

$

53,338

Accumulated
Other
Comprehensive
Loss

Noncontrolling
Interest

$

$

(3,283)

(584)

Total
$

60,924

Net Income

-

1,906

-

-

1,906

Net Income Attributable
to Noncontrolling Interest

-

-

-

44

44

Other Comprehensive Income

-

-

398

-

398

11,453

55,244

Net Income

-

13,632

-

-

13,632

Net Income Attributable
to Noncontrolling Interest

-

-

-

52

52

Other Comprehensive Loss

-

-

BALANCES AT DECEMBER 31, 2020

BALANCES AT DECEMBER 31, 2021

$

11,453

$

68,876

(2,885)

(540)

(185)
$

(3,070)

Quorum Annual Report 2021 | See accompanying Notes to Consolidated Financial Statements

63,272

$

(488)

(185)
$

76,771

17

CONSOLIDATED STATEMENTS OF CASH FLOWS
YEARS ENDED DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

2021
CASH FLOWS FROM OPERATING ACTIVITIES
Net Income
Adjustments to Reconcile Net Income to Net Cash
Provided by Operating Activities:
Depreciation and Amortization
Provision for Loan Losses
Amortization of Servicing Rights
Impairment of Servicing Rights
Capitalization of Servicing Rights
Amortization of Net Loan Origination Costs
Net Amortization of Securities Premiums and Discounts
Impairment Losses on Foreclosed Assets
Amortization of Subordinate Debt Issuance Costs
Proceeds from Sale of Loans
Loans Originated for Sale
Loss (Gain) on Sale of Whole Loans, Net
Gain on Sale of Investments, Net
(Gain) Loss on Sale of Assets, Net
Changes in:
Accrued Interest Receivable
Other Assets
Accrued Expenses and Other Liabilities

$

Net Cash Provided by Operating Activities

13,632

$

1,906

769
3,875
5,727
262
(8,218)
3,892
379
1,232
18
301,138
(301,175)
37
(21)

897
8,207
2,792
1,011
(6,238)
1,418
362
1,040
3
32,508
(32,000)
(508)
(315)
63

54
(8,784)
10,824

(1,108)
(10,387)
531

23,641

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of Securities:
Available-for-Sale
Proceeds from Maturities and Paydowns of Securities - Available-for-Sale
Proceeds from Sales of Securities - Available-for-Sale
Net Purchases of Other Investments
Loan (Originations) Net of Principal Collected on Loans to Members
Increase in NCUSIF Deposit
Proceeds from Sales of Foreclosed Assets
Expenditures for Premises and Equipment
Proceeds from Sale of Residential Mortgage Loan Participations
Gain on Sale of Residential Mortgage Loan Participations

182

12,981
(271)
(443,368)
(469)
21
(467)
444,328
(29,546)

(53,819)
11,186
19,408
(79)
(336,565)
(344)
529
(136)
287,972
(12,590)

(16,791)

(84,438)

72,113
1,950

80,174
3,900

Net Cash Provided by Financing Activities

74,063

84,074

Increase (Decrease) in Cash and Cash Equivalents

80,913

Cash and Cash Equivalents - Beginning of Year

39,295

Net Cash Used by Investing Activities
CASH FLOWS FROM FINANCING ACTIVITIES
Net Increase in Members' Share Accounts
Proceeds from Subordinate Debt, Net of Issuance Costs

18

2020

(182)
39,477

CASH AND CASH EQUIVALENTS - END OF YEAR

$

120,208

$

39,295

SUPPLEMENTARY DISCLOSURES OF NONCASH AND CASH FLOW INFORMATION
Borrowed Funds Interest Paid

$

340

$

71

Members' Share and Savings Accounts Interest Paid

$

3,784

$

7,784

Transfers of Loans to Foreclosed and Repossessed Assets

$

324

$

1,259

See accompanying Notes to Consolidated Financial Statements | Quorum Annual Report 2021

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Nature of Business and Principles of Consolidation
Quorum Federal Credit Union (the Credit Union) is chartered under the Federal Credit
Union Act and is administratively responsible to the National Credit Union Administration.
The Credit Union provides financial services primarily through digital services. Its primary
deposit products are checking, savings, money market and term certificate accounts, and its
primary lending products are residential mortgages, student loans, and consumer
installment loans. A majority of loans are secured by specific items of collateral including
consumer assets and residential real estate.
The Credit Union also participates in loan programs through established relationships
including vacation ownership companies, universities, and other credit unions.
The consolidated financial statements include Quorum Federal Credit Union and its 79%
owned subsidiary, Vacation Ownership Funding Company, LLC, together referred to as “the
Credit Union.” The Vacation Ownership Funding Company, LLC was formed during 2009 for
the purposes of providing consultative services on the Credit Union’s behalf to the time
share industry in offering financing solutions to vacation ownership companies.
Intercompany transactions and balances are eliminated in consolidation.
The Credit Union’s field of membership includes not only full-time employees, retirees,
immediate family members and households of Kraft Heinz, Inc., Mondelēz International,
Altria Group, Inc., MasterCard, Inc., and other subsidiaries, but also other employee groups
and associations. The Credit Union provides a full range of financial services to its
members.
Basis of Financial Statement Presentation and Use of Estimates
The consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America and general practices within
the credit union industry. In preparing the consolidated financial statements, Management is
required to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosures of contingent assets and liabilities as of the date of the statement
of financial condition and reported amounts of revenues and expenses for the reporting
period. Actual results could differ from those estimates.
Material estimates that are particularly susceptible to significant change in the near term
include the valuation of securities and the determination of the allowance for loan losses.
In March 2020, the World Health Organization declared the spread of Coronavirus Disease
(COVID-19) a worldwide pandemic. The COVID-19 pandemic may impact various parts of
the Credit Union’s future operations and financial results, including additional loan loss
reserves. Management believes the Credit Union is taking appropriate actions to mitigate
the negative impact.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Financial Instruments with Concentrations of Risk
Most of the Credit Union’s business activity is with its members who are employees or
former employees of Kraft Heinz, Inc., Mondelēz International, Altria Group, Inc.,
Mastercard, Inc., and other subsidiaries, as well as other selected employee groups within
the region. Repayment of many of these members’ loans on the original scheduled
amortization is inherently contingent upon continued employment. In addition, the Credit
Union is exposed to credit risk from a regional economic standpoint because significant
concentrations of its borrowers work or reside within a geographical field of membership.
Cash and Cash Equivalents
For purposes of reporting cash flows, cash and cash equivalents includes cash on hand,
amounts due from banks and corporate credit unions (including cash items in process of
collection), federal funds sold (which generally have a one-day maturity) and all highly liquid
debt instruments with original maturities of three months or less. Cash flows from loans and
members’ share accounts are reported net. The Credit Union maintains amounts due from
banks and share deposits at a corporate credit union, which at times may exceed insured
limits. The Credit Union has not experienced any losses from such concentrations.
Securities
Debt securities are classified as available-for-sale. Securities available-for-sale are carried
at fair value with unrealized gains and losses reported in other comprehensive (loss)
income. Realized gains and losses on securities available-for-sale are included in noninterest income and, when applicable, are reported as a reclassification adjustment in other
comprehensive (loss) income. Gains and losses on sales of securities are determined using
the specific identification method on the trade date. The amortization of premiums and
accretion of discounts are recognized in interest income using methods approximating the
interest method over the period to maturity. For callable debt securities purchased at a
premium, the amortization period is shortened to the earliest call date.
Declines in the fair value of individual available-for-sale securities below their cost that are
other than temporary result in write-downs of the individual securities to their fair value. The
Credit Union monitors the investment security portfolio for impairment on an individual
security basis and has a process in place to identify securities that could potentially have a
credit impairment that is other than temporary. This process involves analyzing the length of
time and the extent to which the fair value has been less than the amortized cost basis, the
market liquidity for the security, the financial condition and near-term prospects of the issuer,
expected cash flows, and the Credit Union’s intent and ability to hold the investment for a
period of time sufficient to recover the temporary loss. The ability to hold is determined by
whether it is more likely than not that the Credit Union will be required to sell the security
before its anticipated recovery. A decline in value due to a credit event that is considered
other than temporary is recorded as a loss in non-interest income.
The Credit Union did not record any other than temporary impairment during the years
ended December 31, 2021 or 2020.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Loans Held-for-Sale
Loans originated and intended for sale in the secondary market are carried at the lower of
aggregate cost or fair value, as determined by outstanding commitments from investors or
from a third-party valuation. Net unrealized losses, if any, are recorded as a valuation
allowance and charged to earnings. Mortgage loans held for sale are generally sold with
servicing rights retained. The carrying value of mortgage loans sold is reduced by the
amount allocated to the servicing right. Gains and losses on sales of loans are based on the
difference between the selling price and the carrying value of the related loan sold.
The fair value of loans held for sale are estimated through discounted cash flow analyses
using interest rates currently being offered for loans with similar credit quality and similar
credit enhancement provisions.
Loans, Net
The Credit Union grants consumer, mortgage, vacation ownership, and commercial loans to
members. A substantial portion of the loan portfolio is represented by mortgage loans to
members. The ability of the members to honor their contracts is dependent upon the real
estate and general economic conditions comprising the Credit Union’s field of membership.
Loans that the Credit Union has the intent and ability to hold for the foreseeable future are
stated at unpaid principal balances, adjusted for an allowance for loan losses, and net
deferred loan origination costs. Interest income on loans is recognized as earned over the
term of the loan using the simple interest method applied to the outstanding principal
balance of the loans. Loan origination fees, net of direct origination costs, are deferred and
amortized as an adjustment of loan yield over the contractual life of the loan. The recorded
investment in loans includes accrued interest receivable.
The accrual of interest on first and second mortgages and consumer loans is discontinued
when the loan is 90 days past due based on contractual terms, pursuant to statutory
regulation. Most consumer loans are typically charged off no later than 180 days past due,
unless the Credit Union has reason to believe the loan is collectible. In all cases, loans are
placed on nonaccrual status or charged off at an earlier date if collection of principal or
interest is considered doubtful. Loans past 90 days still on accrual include vacation
ownership loans that are collectively evaluated for impairment. Subsequent recognition of
income occurs only to the extent payment is received subject to the Credit Union’s
assessment of the collectibility of the remaining principal and interest.
All interest accrued but not received for loans placed on nonaccrual is reversed against
interest income. Interest income on impaired loans is recognized only to the extent that cash
payments are received and may be recorded as a reduction to the principal if collectibility of
all loan principal is unlikely. A nonaccrual loan is restored to accrual status when it is no
longer 90 days delinquent and collectibility of interest and principal is no longer in doubt.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Allowance for Loan Losses
The allowance for loan losses is a valuation allowance for probable incurred credit losses
through a provision for loan losses charged to earnings. Loan losses are charged against
the allowance when Management believes the uncollectibility of a loan balance is confirmed.
Subsequent recoveries, if any, are credited to the allowance.
A loan is impaired when, based on current information and events, it is probable the Credit
Union will be unable to collect all contractual principal and interest payments due in
accordance with the terms of the original loan agreement. Loans for which the terms have
been modified resulting in a concession, and for which the borrower is experiencing financial
difficulties, are considered troubled debt restructurings and classified as impaired. Factors
considered by Management in determining impairment include payment status, collateral
value, and the probability of collecting scheduled principal and interest payments when due.
Loans that experience insignificant payment delays and payment shortfalls generally are not
classified as impaired. Management determines the significance of payment delays and
payment shortfalls on a case-by-case basis, taking into consideration all of the
circumstances surrounding the loan and the borrower, including the length of the delay, the
reasons for the delay, the borrower’s prior payment record, and the amount of shortfall in
relation to the principal and interest owed.
First and second mortgage real estate loans and commercial participations over $20, that
are on nonaccrual status, are individually evaluated for impairment. Consumer loans over
$20, if secured by collateral, or $10 if not secured by collateral, that are on nonaccrual
status are also individually evaluated for impairment. If a loan is impaired, a portion of the
allowance is allocated so that the loan is reported, net, at the present value of expected
future cash flows discounted at the loan’s effective interest rate or, as a practical expedient,
at the loan’s observable market price or the fair value of the collateral less estimated selling
costs, if the loan is collateral dependent. Large groups of smaller balance homogeneous
loans, including vacation ownership, are collectively evaluated for impairment, and
accordingly, they are not separately identified for impairment disclosures.
Troubled debt restructurings are separately identified for impairment disclosures and are
measured at the present value of estimated future cash flows using the loan’s effective rate
at inception. If a troubled debt restructuring is considered to be a collateral dependent loan,
the loan is reported, net, at the fair value of the collateral. For troubled debt restructurings
that subsequently default, the Credit Union determines the amount of reserve in accordance
with accounting policy for the allowance for loan losses.
The allowance for loan losses is evaluated on a regular basis by Management and is based
upon Management’s periodic review of the collectibility 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 any underlying collateral, prevailing
economic conditions and other factors. This evaluation is inherently subjective as it requires
estimates that are susceptible to significant revision as more information becomes available.
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DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Allowance for Loan Losses (Continued)
The general component covers non-impaired loans and is based on historical loss
experience adjusted for current factors. The historical loss experience is determined by
portfolio segment and is based on the actual loss history experienced by the Credit Union
over the past two to five years. This actual loss experience is supplemented with other
economic factors based on the risks present for each portfolio segment. These economic
factors include consideration of the following: levels of and trends in delinquencies and
impaired loans; levels of and trends in charge-offs and recoveries; trends in volume and
terms of loans; effects of any changes in risk selection and underwriting standards; other
changes in lending policies, procedures, and practices; experience, ability, and depth in
lending Management and other relevant staff; national and local economic trends and
conditions; industry conditions; and effects of changes in credit concentrations. The
following portfolio segments have been identified: residential real estate, consumer, vacation
ownership and commercial.
On March 27, 2020, the President signed into law the Coronavirus Aid, Relief, and
Economic Security (CARES) Act. The CARES Act sought to provide relief when structuring
loan modifications with borrowers impacted by COVID-19. In order to qualify, the
modification must be related to COVID-19, the loan must have been current at
December 31, 2019, and the modification must have been granted prior to January 1, 2022.
Under the CARES Act, these loan modifications are not considered to be TDRs.
In response to the COVID-19 pandemic and related economic disruption to nonessential
businesses and resulting increased unemployment, the Credit Union provided additional
reserves in its allowance for loan losses to account for the credit quality implications of these
economic factors. The qualitative factors were added based on the risk of the various loan
types in the portfolio. Actual COVID-19 related losses may be higher or lower than the
reserves added.
The Credit Union has established credit policies applicable to each type of lending activity in
which it engages. The Credit Union evaluates the creditworthiness of each member and, in
most cases, extends credit of up to a specified percent of the market value of the collateral
at the date of the credit extension, depending on the borrower’s creditworthiness and the
type of collateral. While collateral provides assurance as a secondary source of repayment,
the Credit Union ordinarily requires the primary source of repayment to be based on the
borrower’s ability to generate continuing cash flows. The market value of collateral is
monitored on an ongoing basis and additional collateral is obtained when warranted.
Specific risk characteristics of the Credit Union’s portfolio segments include:
Residential Real Estate: Real estate is the primary form of collateral for a substantial
portion of the Credit Union’s loans. For first mortgage real estate loans, the Credit
Union’s policy for collateral requires that, generally, the amount of the loan may not
exceed 80% of the original appraised value of the property however in certain cases
loans will be granted up to 100% of the appraised value with private mortgage
insurance. For second mortgages, the Credit Union’s policy for collateral requires that,
generally, the amount of the loan may not exceed 95% of the original appraised value of
the property.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Allowance for Loan Losses (Continued)
Residential participation loans are collateralized by residential real estate property. The
Credit Union owns 90% of each loan. These loans can be a combination of fixed rate
and adjustable rate mortgages.
Consumer: Consumer loans, including credit cards, unsecured loans and student loans,
are evaluated based on the borrower’s ability to pay.
Vacation Ownership: The Credit Union enters into financing agreements with vacation
ownership companies to provide loans for the purchase of vacation ownership intervals.
The loans are purchased at a discount (generally 80% to 90% of loan balance in 2021
and 2020). The discount amount is netted against the loan balances as a hold-back by
the Credit Union and paid to the vacation ownership company over the term of the loan,
as interest and principal is paid to the Credit Union. This holdback feature is structured
to reduce the credit risk on this portfolio.
Commercial: Commercial participation loans are collateralized by commercial real
estate property or taxi medallions. The Credit Union owns 90% of each loan. Historically,
the Credit Union has not experienced any losses on the commercial loan real estate
portfolio.
Taxi participation loans are collateralized by taxi medallions, primarily of New York City.
The Credit Union owns a percentage of each loan, primarily 90%. The introduction of
application-based mobile ride services, such as Uber and Lyft, have generated
increased competition in the transportation sector, resulting in a reduction in taxi
utilization and, as a result, a reduction in the collateral value and credit quality of taxi
medallion loans. This has increased the likelihood that loans secured by taxi medallions
may default, or that the borrowers may be unable to repay these loans at maturity,
potentially resulting in an increase in past due loans, TDRs, and charge-offs.
The Credit Union assigns a risk rating to commercial real estate and periodically performs
detailed evaluations of all such loans to identify credit risks and to assess the overall
collectibility of the portfolio. These risk ratings are also subject to examination by the Credit
Union’s regulators. During the internal reviews, Management monitors and analyzes the
financial condition of borrowers and guarantors, trends in the industries in which the
borrowers operate and the fair values of collateral securing the loans. These credit quality
indicators are used to assign a risk rating to each individual loan. The risk ratings can be
grouped into the following major categories, defined as follows:
Pass: Satisfactory asset quality; however, the borrower’s financial condition may be
leveraged, liquidity may be marginal and/or operating results uneven. Collateral remains
protective of outstanding credit and cash flow is adequate to repay the debt as agreed.
The financial trends are flat or, if negative, are deemed to be of a temporary nature and
can be satisfactorily explained. Credit is still expected to pay out in the normal course,
but may require increased loan officer attention.
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NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Allowance for Loan Losses (Continued)
Watch: Loan paying as agreed with generally acceptable asset quality; however,
borrower’s performance has not met expectations. Balance sheet and/or income
statement has shown deterioration to the point that the company could not sustain
further setbacks. Credit is expected to be strengthened through improved company
performance and/or additional collateral within a reasonable period of time.
Special Mention: Loans classified as Special Mention have a potential weakness that
deserves Management’s close attention. If left uncorrected, this potential weakness may
result in deterioration of the repayment prospects for the loan or of the institution’s credit
position at some future date. Special Mention loans are not adversely classified and do
not expose the Credit Union to sufficient risk to warrant adverse classification.
Substandard: Loans classified as Substandard are not adequately protected by the
current net worth and paying capacity of the borrower or of the collateral pledged, if any.
Loans classified as Substandard have a well-defined weakness or weaknesses that
jeopardize the repayment of the debt. Well defined weaknesses include a borrower’s
lack of marketability, inadequate cash flow or collateral support, failure to complete
construction on time, or the failure to fulfill economic expectations. They are
characterized by the distinct possibility that the Credit Union will sustain some loss if the
deficiencies are not corrected.
Doubtful: Loans classified as Doubtful have all the weaknesses inherent in those
classified as Substandard, with the added characteristic that the weaknesses make
collection or repayment in full, on the basis of currently existing facts, conditions, and
values, highly questionable and improbable.
Loss: Loans classified as Loss are considered uncollectible and anticipated to be
charged off.
Management believes that the allowance for loan losses covers probable incurred losses.
While Management uses the best information available to make its evaluation, future
adjustments to the allowance for loan losses may be necessary if there are significant
changes in economic conditions (See “Nature of Business” section for other information). In
addition, the National Credit Union Administration (NCUA), as an integral part of its
examination process, periodically reviews the Credit Union’s allowance for loan losses. The
NCUA has the authority to require the Credit Union to make adjustments to the allowance or
charge-offs based on their judgments about information available to them at the time of their
examination.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Transfers of Financial Assets and Participating Interests
Transfers of an entire financial asset or a participating interest in an entire financial asset
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.
The transfer of a participating interest in an entire financial asset must also meet the
definition of a participating interest. A participating interest in a financial asset has all of the
following characteristics: (1) from the date of transfer, it must represent a proportionate (pro
rata) ownership interest in the financial asset, (2) from the date of transfer, all cash flows
received, except any cash flows allocated as any compensation for servicing or other
services performed, must be divided proportionately among participating interest holders in
the amount equal to their share ownership, (3) the rights of each participating interest holder
must have the same priority, and (4) no party has the right to pledge or exchange the entire
financial asset unless all participating interest holders agree to do so.
The Credit Union has purchased loan participations originated by various other credit
unions, which are secured by commercial real estate, first mortgage and taxi medallions of
members of other credit unions. These loan participations were purchased without recourse
and the originating credit union performs all loan servicing functions on these loans.
Purchased loan participations totaled $50.0 million and $83.6 million at December 31, 2021
and 2020, respectively.
Servicing Rights
Servicing rights are recognized as separate assets when rights are acquired through
purchase or through sale of financial assets.
For sales of mortgage loans, a portion of the cost of originating the loan is allocated to the
servicing right based on the fair value of the servicing rights. Fair value is based on market
prices for comparable mortgage servicing contracts, when available, or alternatively, is
based on a valuation model that calculates the present value of estimated future net
servicing income. The valuation model incorporates assumptions that market participants
would use in estimating future net servicing income, such as the cost to service, the
discount rate, the custodial earnings rate, an inflation rate, ancillary income, prepayment
speeds and default rates and losses. The Credit Union compares the valuation model inputs
and results to published industry data in order to validate the model results and
assumptions. Capitalized servicing rights are reported in other assets and are amortized into
non-interest income in proportion to, and over the period of, the estimated future net
servicing income of the underlying financial assets.
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NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Servicing Rights (Continued)
Servicing assets are evaluated for impairment based upon the fair value of the rights as
compared to the carrying amount. Fair Value is determined by stratifying rights into tranches
based on predominant risk characteristics, such as interest rate, loan type, and investor
type. Impairment is recognized through a valuation allowance and charged to other
expense, for an individual tranche, to the extent that fair value is less than the capitalized
amount of the tranche. If the Credit Union later determines that all or a portion of the
impairment no longer exists for a particular tranche, a reduction of the allowance may be
recorded as an increase to non-interest income. The fair values of servicing rights are
subject to significant fluctuations as a result of changes in estimated and actual prepayment
speeds and default rates and losses. Servicing fee income, which is reported on the
consolidated statement of operations as non-interest income, is recorded for fees earned for
servicing loans. The fees are based on a contractual percentage of the outstanding principal
or a fixed amount per loan and are recorded as income when earned. The amortization of
mortgage servicing rights, and any related impairment charge, is netted against loan
servicing fee income.
Foreclosed and Repossessed Assets
Assets acquired through or instead of loan foreclosure are initially recorded at fair value less
cost to sell when acquired, establishing a new cost basis. If fair value declines subsequent
to foreclosure, a valuation allowance is recorded through expense. Operating costs after
acquisition are expensed.
Leasehold Improvements and Equipment
Leasehold improvements and equipment are stated at cost, less accumulated depreciation
and amortization. Depreciation and amortization are computed using the straight-line
method over the estimated lives of the assets, which range from 3-15 years. Leasehold
improvements are amortized on the straight-line basis over the shorter of the remaining
lease term or the estimated useful lives of the improvements. Gains and losses on
dispositions are recognized upon realization. Maintenance and repairs are expensed as
incurred and improvements are capitalized. Minimum lease payments for operating leases
are charged to expense on the straight-line basis over the expected lease term.
Impairment of Long-lived Assets
Long-lived assets, including leasehold improvements and equipment, are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount
of an asset may not be recoverable. If impairment is indicated by that review, the asset is
written down to its estimated fair value through a charge to non-interest expense.
Deposit in National Credit Union Share Insurance Fund
The deposit in the National Credit Union Share Insurance Fund (NCUSIF) is in accordance
with NCUA regulations, which require the maintenance of a deposit by each insured credit
union in an amount equal to 1% of its insured shares. 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.
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NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Insurance Premiums
A credit union is required to pay an insurance premium equal to a percent of its total insured
shares, unless the payment is waived or reduced by the NCUA Board. The NCUA Board
waived the insurance premium for insured shares outstanding during 2021 and 2020.
Loan Commitments and Related Financial Instruments
Financial instruments include off-balance sheet credit commitments, such as commitments
to make loans, available lines of credit and outstanding loan purchase commitments. The
face amount for these items represents the exposure to loss, before considering customer
collateral or ability to repay. Such financial instruments are recorded when they are funded.
Members’ Share Accounts
Members’ share accounts are subordinated to all other liabilities of the Credit Union upon
liquidation. Dividends on members’ share accounts are based on available earnings at the
end of an interest period and are not guaranteed by the Credit Union. Dividend rates on
members’ share accounts are set by Management, based on an evaluation of market
conditions.
Members’ Equity
The aggregate amount of members’ equity arises from the accumulated earnings of the
Credit Union, after payment of dividends to members. The Credit Union is required by
regulation to maintain a statutory reserve. This reserve, which represents a regulatory
restriction of retained earnings, is not available for the payment of dividends. The board of
directors may, from time to time, make additional appropriations from retained earnings,
which would also be restricted as to the payment of dividends.
Revenue from Contracts with Members
The Credit Union recognizes revenue in accordance with Revenue from Contracts with
Customers (Topic 606). The Credit Union has elected to use the following optional
exemptions that are permitted under Topic 606, which have been applied consistently to all
contracts within all reporting periods presented:
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The Credit Union recognizes the incremental cost of obtaining a contract as an
expense, when incurred, if the amortization period of the asset that the Credit
Union would have recognized is one year or less.



For performance obligations satisfied over time, if the Credit Union has a right to
consideration from a member in an amount that corresponds directly with the
value to the member of the Credit Union’s performance completed to date, the
Credit Union will generally recognize revenue in the amount to which the Credit
Union has a right to invoice.



The Credit Union does not generally disclose information about its remaining
performance obligations for those performance obligations that have an original
expected duration of one year or less, or where the Credit Union recognizes
revenue in the amount to which the Credit Union has a right to invoice.
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NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Revenue from Contracts with Members (Continued)
Topic 606 does not apply to revenue associated with financial instruments, including
revenue from loans and securities. Topic 606 is applicable to non-interest income such as
deposit related fees and interchange fees. Significant components of non-interest income
considered to be within the scope of Topic 606 is discussed below.
Service Charges and Deposit Account Fees
The Credit Union earns fees from its deposit members for transaction-based, account
maintenance, and overdraft services. Transaction-based fees, which include services such
as ATM use fees, stop payment charges, and ACH fees, are recognized at the time the
transaction is executed, as that is the point in time the Credit Union fulfills the member’s
request. Overdraft fees are recognized at the point in time that the overdraft occurs. Service
charges on deposits are withdrawn from the member’s account balance.
Interchange Fees
When members use their debit and credit cards to pay merchants for goods or services, the
Credit Union retains a fee from the funds collected from the related deposit account and
transfers the remaining funds to the payment network for remittance to the merchant. The
performance obligation to the merchant is satisfied and the fee is recognized at the point in
time when the funds are collected and transferred to the payment network.
Income Taxes
The Credit Union is exempt, by statute, from federal, state and other income and franchise
taxes.
Retirement Plans
The Credit Union sponsored a noncontributory defined benefit pension plan covering certain
full-time employees. Effective June 15, 2016, the Credit Union froze the plan’s benefit
accruals and participants. Participants became eligible for the plan after completing one-half
year of service. Participants became 100% vested after three years of service. Benefits were
based upon years of service and level of compensation during specified years of
employment.
Pension expense under the defined benefit plan consists of interest costs, return on plan
assets and the amortization of the net unrecognized loss from accumulated other
comprehensive loss. Those components are reflected in other non-interest expense on the
Consolidated Statement of Operations. Since the defined benefit plan was frozen in 2016
there is no service component of pension expense. Employee 401(k) expense is the amount
of matching contributions.
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NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Comprehensive Income
Accounting principles generally require that recognized revenue, expenses, gains, and
losses be included in net income. Although certain changes in assets and liabilities, such as
unrealized gains and losses on available-for-sale securities and pension liability
adjustments, are reported as a separate component of the members’ equity section of the
consolidated statements of financial condition, such items, along with net income, are
components of comprehensive income.
The changes in accumulated other comprehensive loss included in members’ equity, by
component, are as follows:

BALANCES AT DECEMBER 31, 2019

Securities Available-forSale
$
(106)

Other Comprehensive Income (Loss) Before
Reclassifications

Defined
Benefit
Plan
$
(3,177)

720

$

(211)

Total
(3,283)
509

Reclassification for (Gains) Losses Included in
Net Income

(315)

Amounts Reclassified from Accumulated Other
Comprehensive Income (Loss)

-

-

204

Net Prior-Period Other Comprehensive
Income (Loss)

405

(7)

BALANCES AT DECEMBER 31, 2020

299

(3,184)

Other Comprehensive Income (Loss) Before
Reclassifications

(1,068)

Amounts Reclassified from Accumulated Other
Comprehensive Income (Loss)

-

Net Current-Period Other Comprehensive
Income (Loss)
BALANCES AT DECEMBER 31, 2021

(1,068)
$

(769)

(315)

$

204
398
(2,885)

680

(388)

203

203

883

(185)

(2,301)

$

(3,070)

Reclassifications from accumulated other comprehensive loss for securities – available-forsale are posted through net gain on sale of available-for-sale securities on the consolidated
statements of operations. The components of accumulated other comprehensive loss for
defined benefit and post-retirement benefit plans are included in the computation of net
periodic pension cost and net periodic post-retirement cost. See pension and postretirement benefit plan footnotes for additional details.
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NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
Loss Contingencies
Loss contingencies, including claims and legal actions arising in the ordinary course of
business, are recorded as liabilities when the likelihood of loss is probable and an amount or
range of loss can be reasonably estimated. Management does not believe there now are
such matters that will have a material effect on the consolidated financial statements.
Fair Value of Financial Instruments
Fair values of financial instruments are estimated using relevant market information and
other assumptions, as more fully disclosed in Note 16. Fair value estimates involve
uncertainties and matters of significant judgment regarding interest rates, credit risk,
prepayments, and other factors, especially in the absence of broad markets for particular
items. Changes in assumptions or in market conditions could significantly affect the
estimates.
Split Dollar Life Insurance
The Credit Union has paid funds into life insurance policies and funding accounts connected
to the policies on behalf of select executives. The executive owns the policy on their life and
related accounts, but the Credit Union holds a first lien on the policy as security for
repayment of the advanced funds plus compounded interest at the long-term applicable
federal rate. The loans are made with recourse which allows Management to seek recovery
beyond the current cash surrender value of the policies.
During their life, the executives can draw from the policy cash values to supplement
retirement income. Executive draws are strictly limited so that they never put the policy at
risk of lapsing.
At the executive’s death, the death proceeds are allocated to (1) pay the Credit Union the
outstanding loan balance plus accrued interest, and (2) all or 75% of the funds available
after full payment of the executive loan provide a death benefit for the executive’s
beneficiaries, with any remainder paid to the Credit Union.
The total unpaid principal balance, including interest, of the loans was $18,183 and $17,916
at December 31, 2021 and 2020, respectively. The total collateral, consisting of the cash
surrender value and assigned value of annuity contracts, was $15,021 and $14,949 as of
December 31, 2021 and 2020, respectively.
Noncontrolling Interests
The Credit Union reports the noncontrolling (that is, minority) interest in its subsidiary as
members’ equity in the consolidated financial statements and accounts for transactions
between the entity and all noncontrolling owners as equity transactions.
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NOTE 1

NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)
New Accounting Pronouncements
In February 2016, the FASB approved ASU 2016-02, Leases (Topic 842). The ASU is
designed to increase transparency and comparability among organizations by recognizing
lease assets and lease liabilities on the statement of financial condition and disclosing key
information about leasing arrangements. In June 2020, the FASB approved ASU 2020-5,
Revenue from Contracts with Customers (Topic 606) and Leases (Topic 842). The main
objective of this ASU was to delay the effective date for the referenced standards. Based
upon the new effective dates instituted by ASU 2020-05, ASU 2016-02 is effective for the
Credit Union for the fiscal year beginning after December 15, 2021 and all interim period
within fiscal years beginning after December 15, 2022. Early adoption is permitted. The
Credit Union has evaluated the impact of ASU 2016-02 on the consolidated financial
statements and will record a right-of-use asset of approximately $3.8 million with a
corresponding liability upon adoption of this accounting standard.
In June 2016, the FASB approved ASU 2016-13, Financial Instruments – Credit Losses
(Topic 326): Measurement of Credit Losses on Financial Instruments. In November 2018,
the FASB approved ASU 2018-19, Codification Improvements to Topic 326, Financial
Instruments – Credit Losses. The main objective of the ASUs is to provide financial
statement users with more decision-useful information about the expected credit losses on
financial instruments and other commitments to extend credit held by a reporting entity at
each reporting date. To achieve this objective, the amendments in the ASUs replace the
incurred loss impairment methodology in current GAAP with a methodology that reflects
expected credit losses and requires consideration of a broader range of reasonable and
supportable information to inform credit loss estimates. In November 2019, the FASB
approved ASU 2019-10, Financial Instruments – Credit Losses (Topic 326), Derivatives and
Hedging (Topic 815), and Leases (Topic 842). The main objective of this ASU was to delay
the effective date for the referenced standards. Based upon the new effective dates
instituted by ASU 2019-10, ASU 2016-13 is effective for the Credit Union for the fiscal year
and all interim periods beginning after December 15, 2022. Early adoption is permitted for
the fiscal year beginning after December 15, 2018, including interim periods within this fiscal
year. The Credit Union is currently evaluating the impact of ASU 2016-13 on the
consolidated financial statements.
Subsequent Events
In preparing these consolidated financial statements, the Credit Union has evaluated events
and transactions for potential recognition or disclosure through March 28, 2022, the date the
consolidated financial statements were available to be issued.
Reclassification of 2020 Data
Data in the 2020 financial statements has been reclassified to conform with the presentation
of the 2021 financial statements. This reclassification did not result in any change to net
income or members’ equity.
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NOTE 2

CASH AND CASH EQUIVALENTS
Cash and cash equivalents consist of the following at December 31, 2021 and 2020:
Cash on Hand
Demand Deposits at Banks
Cash at Corporate Credit Unions
Total Cash and Cash Equivalents

2021
1,160
115,663
3,385
120,208

$

$

2020
1,385
36,926
984
39,295

$

$

The Credit Union is required to maintain reserves against its respective transaction accounts
and nonpersonal time deposits. The Credit Union was required to have cash and liquid
assets of $4,500 to meet these requirements at December 31, 2021 and 2020.
NOTE 3

SECURITIES AND OTHER INVESTMENTS
AVAILABLE-FOR-SALE SECURITIES:
A summary of the amortized cost, gross unrealized gains and losses, and fair value of
available-for-sale securities at December 31, 2021 and 2020 follows:
2021
Gross
Unrealized
Gains

Amortized
Cost
Government Sponsored Entities Home Equity Conversion Mortgages
Government Sponsored Entities Mortgage-Backed Securities Residential
Government Sponsored Entities Collateralized Mortgage Obligations
Municipal Bonds
Total

$

$

69

$

Gross
Unrealized
Losses
2

3,916

20

28,517
20,094

21
8

52,596

$

51

$

Fair Value
(Carrying
Value)
-

$

-

3,936

(481)
(339)
$

(820)

71

28,057
19,763
$

51,827

2020
Gross
Unrealized
Gains

Amortized
Cost
Government Sponsored Entities Home Equity Conversion Mortgages
Government Sponsored Entities Mortgage-Backed Securities Residential
Government Sponsored Entities Collateralized Mortgage Obligations
Municipal Bonds
Total
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$

$

353

$

Gross
Unrealized
Losses
7

$

Fair Value
(Carrying
Value)
-

$

360

5,301

3

(8)

5,296

37,126
23,176

113
300

(116)
-

37,123
23,476

65,956

$

423

$

(124)

$

66,255
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NOTE 3

SECURITIES AND OTHER INVESTMENTS (CONTINUED)
AVAILABLE-FOR-SALE SECURITIES (CONTINUED):
There were no sales of securities available-for-sale during the year ended December 31,
2021. Sales of securities available-for-sale of $19,408 resulted in gross gains $315 during
the year ended December 31, 2020.
The following table presents the Credit Union available-for-sale securities, gross unrealized
losses, and fair value, aggregated by the length of time the individual securities have been
in a continuous unrealized loss position:
2021

December 31, 2021
Government Sponsored Entities Collateralized Mortgage Obligations
Municipal Bonds
Total Available-for-Sale

December 31, 2020
Government Sponsored Entities Mortgage-Backed Securities Residential
Government Sponsored Entities Collateralized Mortgage Obligations
Total Available-for-Sale

Less Than Twelve Months
Gross
Unrealized
Fair
Losses
Value
$
$

(128)
(339)
(467)

$
$

7,324
19,278
26,602

Less Than Twelve Months
Gross
Unrealized
Fair
Losses
Value
$

(1)

$

(116)
$

(117)

Greater Than Twelve Months
Gross
Unrealized
Fair
Losses
Value
$
$

$
$

20,214
20,214

2020
Greater Than Twelve Months
Gross
Unrealized
Fair
Losses
Value

2,054

$

28,386
$

(353)
(353)

30,440

(7)

$

$

(7)

1,552
-

$

1,552

At December 31, 2021, the 28 securities with unrealized losses have depreciated 1.75%
from the Credit Union’s amortized cost basis. All of these securities are either guaranteed by
federal insurance, the U.S. Government, and/or secured by mortgage loans or issued by
local municipalities. These unrealized losses relate principally to changes in interest rates
for similar types of securities. In analyzing an issuer’s financial condition, Management
considers whether the securities are issued by the federal government or its agencies,
whether downgrades by bond rating agencies have occurred, and the results of reviews of
the issuer’s financial condition. As Management has the ability to hold securities until
maturity or for the foreseeable future for those classified as available-for-sale, no declines
are deemed to be other-than-temporary.
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NOTE 3

SECURITIES AND OTHER INVESTMENTS (CONTINUED)
AVAILABLE-FOR-SALE SECURITIES (CONTINUED):
U.S. Government agencies include Federal Home Loan Bank, Federal National Mortgage
Association, and Federal Home Loan Mortgage Corporation bonds. Mortgage-backed
securities and collateralized mortgage obligations are residential loans pools issued by the
Federal National Mortgage Association, the Federal Home Loan Mortgage Corporation, and
the Government National Mortgage Association. Home equity conversion mortgages are
residential pools of reverse mortgages issued and guaranteed by the Government National
Mortgage Association. Unrealized losses on these securities have not been recognized into
income because the issues are of high credit quality, Management does not intend to sell, it
is not more likely than not that Management would be required to sell the securities prior to
their anticipated recovery, and the decline in fair value is largely due to change in interest
rates. The fair value is expected to recover as the securities approach maturity.
In general, investments are exposed to various risks, such as interest rate, credit, and
overall market volatility risk. Due to the level of risk associated with certain investments, it is
reasonably possible that changes in the values of the investments will occur in the near term
and that such changes could be material.
The amortized cost and estimated fair value of securities, at December 31, 2021, by
contractual maturity, are shown below. Expected maturities will differ from contractual
maturities because borrowers may have the right to call or prepay obligations with or without
call or prepayment penalties.
Fair Value
(Carrying
Value)

Amortized
Cost
Government Sponsored Entities Municipal Bonds:
Five to Ten Years
Subtotal
Government Sponsored Entities Home Equity Conversion Mortgages
Mortgage-Backed Securities Residential and
Collateralized Mortgage Obligations
Total

$

20,094
20,094

$

69

$

32,433
52,596

19,763
19,763
71

$

31,993
51,827

OTHER INVESTMENTS:
Other investments are summarized as follows:
Perpetual Contributed Capital Accounts
FHLB Stock
Central Liquidity Facility Stock
Investments in CUSOs
Total
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$

$

2021
1,500
724
2,155
219
4,598

$

$

2020
1,500
586
2,020
221
4,327
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NOTE 3

SECURITIES AND OTHER INVESTMENTS (CONTINUED)
OTHER INVESTMENTS (Continued):
Perpetual Contributed Capital Accounts
The Credit Union maintains perpetual contributed capital accounts with Alloya Corporate
Federal Credit Union that are uninsured and contain significant withdrawal restrictions.
These uninsured deposits are part of the corporate credit union’s regulatory capital and are
subject to impairment or loss in the event the corporate credit union is required to merge, is
placed into conservatorship, incurs significant losses, or is liquidated.
FHLB Stock
The Credit Union has an investment in Federal Home Loan Bank of New York (FHLB) stock
that allows the Credit Union access to other FHLB financial services. The stock qualifies as
a restricted stock and as such is not subject to investment security accounting treatment and
is, therefore, reported at cost, subject to impairment.
Central Liquidity Facility Stock
The Credit Union is a member of the NCUA Central Liquidity Facility (Facility), which was
formed to assist member credit unions in meeting their short-term liquidity needs.
Membership is obtained through investment in shares of the Facility as determined by a
statutory formula. As of December 31, 2021 and 2020, the Credit Union had not borrowed
from the Facility.
Investments in CUSOs
The Credit Union has a non-controlling equity ownership in Ongoing Operations (OGO)
which provides IT disaster recovery and business continuance services to credit unions and
related entities.
The Credit Union also has non-controlling equity ownership interests in CUSOs providing
services to the credit union market.
As a practical expedient, the investments in CUSOs are reported at cost, less impairment,
plus or minus price changes from observable market transactions.
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NOTE 4

LOANS RECEIVABLE
The composition of loans receivable at December 31, 2021 and 2020 is as follows:
2021
Consumer:
Credit Card
Vehicle
Unsecured
Secured
Private Student Loans
Medical
Subtotal
Residential Real Estate:
First Mortgage
All Other Real Estate
Subtotal
Vacation Ownership
Commercial:
Taxi Participation
Commercial Real Estate
Total Loans
Net Deferred Loan Origination Costs
Allowance for Loan Losses
Loans, Net
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$

$

19,862
3,506
1,066
29,100
78,547
1,202
133,283

2020
$

23,158
353
1,287
21,705
68,043
4,189
118,735

214,060
315,575
529,635
76,038

212,788
280,319
493,107
89,526

12,118
23,076
774,150
9,692
(13,150)

26,299
39,988
767,655
6,544
(24,650)

770,692

$

749,549
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NOTE 4

LOANS RECEIVABLE (CONTINUED)
The following tables present the activity in the allowance for loan losses by portfolio segment
for the years ending December 31, 2021 and 2020:
2021

Consumer

Residential
Real
Estate

Vacation
Ownership

Commercial
Real Estate

Taxi

Total

Allowance for Loan Losses:
Balance at Beginning of Year
Provision (Credit) for Loan Losses
Loans Charged Off
Recoveries of Loans
Previously Charged Off
Balance at End of Year

$

375
5,301

$

1,610

$

-

$

461

$

153
5,778

$

528
13,150

Ending Balance: Individually
Evaluated for Impairment

$

1,968

$

903

$

-

$

216

$

5,754

$

8,841

$

5,724
1,560
(2,358)

$

2,102
(346)
(146)

$

-

$

-

663
(202)
-

$

16,161
2,863
(13,399)

$

24,650
3,875
(15,903)

Ending Balance: Collectively
Evaluated for Impairment
Total Allowance
for Loan Losses

3,333

707

-

245

24

4,309

$

5,301

$

1,610

$

-

$

461

$

5,778

$

13,150

$

3,831

$

12,382

$

-

$

708

$

12,029

$

28,950

Loans:
Ending Balance: Individually
Evaluated for Impairment
Ending Balance: Collectively
Evaluated for Impairment
Total Loans

38

129,452
.
$

133,283

517,253
$

529,635

76,038
$

76,038

22,368
$

23,076

89
$

12,118

745,200
$

774,150
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NOTE 4

LOANS RECEIVABLE (CONTINUED)
2020

Consumer
Allowance for Loan Losses:
Balance at Beginning of Year
Provision for Loan Losses
Loans Charged Off
Recoveries of Loans
Previously Charged Off
Balance at End of Year

$

5,342
3,210
(3,453)

Residential
Real
Estate
$

1,300
898
(126)

Vacation
Ownership
$

-

Commercial
Real Estate
$

444
219
-

Taxi
$

Total

23,414
3,880
(11,195)

$

30,500
8,207
(14,774)

$

625
5,724

$

30
2,102

$

-

$

663

$

62
16,161

$

717
24,650

$

2,807

$

1,601

$

-

$

232

$

16,142

$

20,782

Ending Balance: Individually
Evaluated for Impairment
Ending Balance: Collectively
Evaluated for Impairment
Total Allowance
for Loan Losses

2,917

501

-

431

19

3,868

$

5,724

$

2,102

$

-

$

663

$

16,161

$

24,650

Loans:
Ending Balance: Individually
Evaluated for Impairment

$

8,745

$

15,523

$

-

$

736

$

26,184

$

51,188

Ending Balance: Collectively
Evaluated for Impairment
Total Loans

109,990
$

118,735

477,584
$

493,107

89,526
$

89,526

39,252
$

39,988

115
$

26,299

716,467
$

767,655

To estimate specific reserves on taxi participation loans at December 31, 2021, the Credit
Union utilized a third-party valuation specialist to value the underlying collateral of taxi
medallions. The valuation methodology employed by the specialist includes a weighted
average of sales transactions, broker price quotes, discounted cash flow, and a
capitalization model. Using this methodology the Credit Union has provided for estimated
losses through December 31, 2021 in the allowance; however, further deterioration in the
value of medallions may result in higher delinquencies and losses beyond that provided in
the allowance for loan losses.
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NOTE 4

LOANS RECEIVABLE (CONTINUED)
The following table’s present information related to loans individually evaluated for
impairment by class of loans as of December 31, 2021 and 2020:
2021
Unpaid
Principal
Balance

Recorded
Investment
With No Related Allowance:
First Mortgage

$

$

3,709

$

-

$

4,014

Interest
Income
Recognized
$

-

All Other Real Estate

2,887

2,887

-

2,344

-

Taxi Participation
Subtotal

1,960
8,556

1,960
8,556

-

980
7,338

-

150
32
3,614
35
3,113
2,673
10,069
708
20,394

150
32
3,614
35
3,113
2,673
10,069
708
20,394

145
15
1,779
29
689
214
5,754
216
8,842

176
32
6,045
36
5,207
2,389
18,127
722
32,732

-

With An Allowance Recorded:
Credit Card
Unsecured
Private Student Loans
Medical
First Mortgage
All Other Real Estate
Taxi Participation
Commercial Real Estate
Subtotal
Total Impaired Loans:
Consumer

40

3,709

Average
Recorded
Investment

Related
Allowance

$

3,831

$

3,831

$

1,968

$

6,288

$

-

Residential Real Estate
Taxi Participation

$
$

12,382
12,029

$
$

12,382
10,069

$
$

903
5,754

$
$

13,953
19,107

$
$

-

Commercial Real Estate

$

708

$

708

$

216

$

722

$

-
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NOTE 4

LOANS RECEIVABLE (CONTINUED)
2020
Unpaid
Principal
Balance

Recorded
Investment
With No Related Allowance:
First Mortgage

$

All Other Real Estate
Subtotal

4,319

$

4,319

Average
Recorded
Investment

Related
Allowance
$

-

$

3,499

Interest
Income
Recognized
$

-

1,800
6,119

1,800
6,119

-

1,286
4,785

-

Credit Card

202

202

193

360

-

Unsecured

31

31

30

87

-

8,476

8,476

2,553

5,094

-

36

36

31

114

-

With An Allowance Recorded:

Private Student Loans
Medical
First Mortgage

7,300

7,300

696

5,610

-

All Other Real Estate

2,104

2,104

905

1,372

-

26,184

26,184

16,142

31,980

-

736

736

232

753

-

45,069

45,069

20,782

45,370

-

Taxi Participation
Commercial Real Estate
Subtotal
Total Impaired Loans:
Consumer

$

8,745

$

8,745

$

2,807

$

5,655

$

-

Residential Real Estate

$

15,523

$

15,523

$

1,601

$

11,767

$

-

Taxi Participation

$

26,184

$

26,184

$

16,142

$

31,980

$

-

Commercial Real Estate

$

736

$

736

$

232

$

753

$

-

The cash basis income on impaired loans was not materially different for 2021 and 2020.
The recorded investment includes loan origination fees and excludes accrued interest
receivable.
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NOTE 4

LOANS RECEIVABLE (CONTINUED)
The following tables present the aging of the recorded investment in past due loans by class
of loans as of December 31, 2021 and 2020:
2021
Accruing Interest

Current

Nonaccrual
90 Days or
30-89
90 Days or
Days Past Due More Past Due More Past Due

Total
Loans

Consumer:
Credit Card

$

19,537

$

180

$

-

$

145

$

19,862

Vehicle

3,506

-

-

-

3,506

Unsecured

1,055

1

-

10

1,066

Secured

27,848

1,081

-

171

29,100

Private Student Loans

76,021

1,717

-

809

78,547

1,112

46

-

44

1,202

First Mortgage

207,161

3,834

-

3,065

214,060

All Other Real Estate

310,463

1,799

-

3,313

315,575

72,328

2,397

-

1,313

76,038

8,041

3,456

-

621

12,118

23,076

-

-

-

Medical
Residential Real Estate:

Vacation Ownership
Commercial:
Taxi Participation
Commercial Real Estate
Total

$

750,148

$

14,511

$

-

$

9,491

23,076
$

774,150

2020
Accruing Interest
30-89
Current

Nonaccrual
90 Days or

90 Days or

Total

Days Past Due More Past Due More Past Due

Loans

Consumer:
Credit Card

$

Vehicle
Unsecured

22,675

$

326

$

-

$

157

$

23,158

353

-

-

-

353

1,279

7

-

1

1,287

Secured

21,363

215

-

127

21,705

Private Student Loans

64,282

2,884

-

877

68,043

3,964

177

-

48

4,189

Medical
Residential Real Estate:
First Mortgage

209,369

1,948

-

1,471

212,788

All Other Real Estate

275,464

1,360

-

3,495

280,319

85,357

2,901

-

1,268

89,526

Vacation Ownership
Commercial:
Taxi Participation

12,576

-

-

13,723

26,299

Commercial Real Estate

38,545

-

-

1,443

39,988

Total

$

735,227

$

9,818

$

-

$

22,610

$

767,655

Interest income foregone on nonaccrual taxi medallion loans was $93 and $599 for the
years ended December 31, 2021 and 2020, respectively. For all other nonaccrual loans
interest income was immaterial for the years ended December 31, 2021 and 2020.
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NOTE 4

LOANS RECEIVABLE (CONTINUED)
The following tables present loans by class modified as troubled debt restructurings that
occurred during the years ended December 31, 2021 and 2020:
2021
Troubled Debt Restructurings
That Subsequently Defaulted
Number of
Post-modification
Loans
Outstanding Balance
$
-

Troubled Debt Restructurings
Number of
Loans
1

Private Student Loans
Total

Post-modification
Outstanding Balance

1

$

37

$

37

$

-

-

2020
Troubled Debt Restructurings
That Subsequently Defaulted
Number of
Post-modification
Loans
Outstanding Balance
$
-

Troubled Debt Restructurings
Number of
Loans
10

Private Student Loans
First Mortgage
Taxi

1
3

Total

14

Post-modification
Outstanding Balance
$

992

$

194

-

-

998

-

-

2,184

-

$

-

The following tables show the types of modifications made during the years ended
December 31, 2021 and 2020:
2021
Maturity and
Interest Rate

Extended

Interest Rate

Principal

Adjustment

Maturities

Adjustment

Forgiveness

Bankruptcy

Other

Total

Private Student Loans

$

-

$

-

$

-

$

-

$

-

$

37

$

37

Total

$

-

$

-

$

-

$

-

$

-

$

37

$

37

992

$

2020
Maturity and

Private Student Loans

Interest Rate

Extended

Interest Rate

Principal

Adjustment

Maturities

Adjustment

Forgiveness

Bankruptcy

$

$

$

$

-

$

-

-

-

-

Other
$

Total
992

First Mortgage

-

-

-

-

-

194

194

Taxi

-

-

998

-

-

-

998

Total

$

-

$

-

$

998

$

-

$

-

$

1,186

$

2,184

The Credit Union has no commitments to lend additional amounts to members with
outstanding loans that are classified as troubled debt restructurings. A loan is considered to
be in payment default once it is 30 days past due under the modified terms.

Quorum Annual Report 2021

43

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2021 AND 2020 (Dollars in Thousands)

NOTE 4

LOANS RECEIVABLE (CONTINUED)
The Credit Union’s loan portfolio also includes certain loans with deferments that have been
modified in connection with COVID-19. A summary of modified loans in connection with
COVID-19 not categorized as troubled debt restructurings are as follows:
Modified During the Year Ended
December 31, 2021
$
15
1,865
$
1,865
15

Still Under Modification at
December 31, 2021
1
$
2
22
3,573
6
3,026
$
6,601
29

Modified During the Year Ended
December 31, 2020
Consumer
221
$
5,117
Residential Real Estate
195
36,892
Taxi Participation
17
9,036
Commercial Real Estate
9
14,331
Total
$
65,376
442

Still Under Modification at
December 31, 2020
56
$
4,809
33
8,519
14
7,180
$
20,508
103

Consumer
Residential Real Estate
Taxi Participation
Total

The following tables show the commercial loan portfolio segments allocated by
Management’s internal risk ratings:

Risk Rating:
Pass
Watch
Substandard
Doubtful
Total

Commercial Credit Risk Profile by Risk Rating
Commercial Real Estate Participations
2021
2020
$
17,358
$
31,866
1,912
1,733
3,098
5,653
708
736
$
23,076
$
39,988

In order to determine whether a borrower is experiencing financial difficulty, an evaluation is
performed of the probability that the borrower will be in payment default on any of its debt in
the foreseeable future without the modification. This evaluation is performed under the
Credit Union’s internal underwriting policy.
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NOTE 4

LOANS RECEIVABLE (CONTINUED)
The Credit Union considers the performance of the loan portfolio and its impact on the
allowance for loan losses. For all loan classes, the Credit Union also evaluates credit quality
based on the aging status of the loan, which was previously presented, and by payment
activity. The following tables present the recorded investment (inclusive of deferred costs) in
all loan classes based on payment activity:

Performing
Consumer:
Credit Card
Vehicle
Unsecured
Secured
Private Student Loans
Medical
Residential Real Estate:
First Mortgage
All Other Real Estate
Vacation Ownership
Commercial:
Taxi Participation
Total

$

19,717
3,506
1,056
28,929
77,738
1,158

Total
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$

210,995
312,262
74,725

$

11,497
741,583

Performing
Consumer:
Credit Card
Vehicle
Unsecured
Secured
Private Student Loans
Medical
Residential Real Estate:
First Mortgage
All Other Real Estate
Vacation Ownership
Commercial:
Taxi Participation

2021
Payment Activity
Non-Performing

$

$

23,001
353
1,286
21,578
67,166
4,141

145
10
171
809
44

Total
$

3,065
3,313
1,313

$

621
9,491

214,060
315,575
76,038

$

2020
Payment Activity
Non-Performing
$

157
1
127
877
48

19,862
3,506
1,066
29,100
78,547
1,202

12,118
751,074

Total
$

23,158
353
1,287
21,705
68,043
4,189

211,317
276,824
88,258

1,471
3,495
1,268

212,788
280,319
89,526

12,576

13,723

26,299

706,500

$

21,167

$

727,667
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NOTE 4

LOANS RECEIVABLE (CONTINUED)
The delinquent vacation ownership loans are considered performing due to the credit
enhancement feature. At December 31, 2021 and 2020, there were $76,038 and $89,526,
respectively, in vacation ownership loans.
In addition to loans that are on nonaccrual, the Credit Union considers loans less than 90
days delinquent for which there is reasonable doubt of collecting the scheduled principal and
interest payments as non-performing loans.
There were $882 (net of $4,243 valuation allowance) and $1,790 (net of $3,029 valuation
allowance) in repossessed assets at December 31, 2021 and 2020, respectively. At
December 31, 2021 and 2020, there were no other real estate owned, which are reported in
other assets.

NOTE 5

LOAN SERVICING
Loans serviced for others are not included in the accompanying consolidated statements of
financial condition. The unpaid principal balance of these loans serviced for others was
$689,584 and $560,623 at December 31, 2021 and 2020, respectively. Servicing fees
totaled $4,165 and $2,525 for the years ended December 31, 2021 and 2020, respectively.
The following summarizes the activity pertaining to mortgage servicing rights and the related
valuation allowance:
2021
Servicing Rights:
Balance at Beginning of Year
Additions
Amortization of Mortgage Servicing Rights
Balance at End of Year
Valuation Allowances:
Balance at Beginning of Year
Additions
Balance at End of Year

$

$

$
$

2020

11,007
8,218
(5,727)
13,498

2,533
262
2,795

$

$

$
$

7,561
6,238
(2,792)
11,007

1,522
1,011
2,533

The balance of capitalized servicing rights, net of valuation allowances, is included in Other
Assets and totaled $10,703 and $8,474 at December 31, 2021 and 2020, respectively. The
fair values of these rights were $10,703 and $8,474 at December 31, 2021 and 2020,
respectively. The fair value of servicing rights at December 31, 2021 was determined using
a discount rate of 11.7% and prepayment speed of 15.5% for first mortgages, and a
discount rate of 12.0% and prepayment speed of 28.1% for second mortgages (HELOCs).
The fair value of servicing rights at December 31, 2020 was determined using a discount
rate of 13.0% and prepayment speed of 18.2% for first mortgages, and a discount rate of
12.0% and prepayment speed of 21.3% for second mortgages (HELOCs).
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NOTE 6

LEASEHOLD IMPROVEMENTS AND EQUIPMENT
Leasehold improvements and equipment as of December 31, 2021 and 2020 are
summarized as followings:

Computer Equipment and Software
Furniture and Equipment
Leasehold Improvements
Subtotal
Less: Accumulated Depreciation and Amortization
Total

$

$

December 31,
2021
2020
4,749
$
4,373
116
893
2,695
2,641
7,560
7,907
4,332
4,377
3,228
$
3,530

Depreciation and amortization expense was $769 and $897 for the years ended
December 31, 2021 and 2020, respectively.
NOTE 7

MEMBERS’ SHARE ACCOUNTS AND DIVIDENDS
Members’ share accounts as of December 31, 2021 and 2020 are summarized as follows:
December 31,
Share Drafts
Regular Shares
Money Management Accounts
IRA Share Accounts
Share and IRA Certificates
Total

$

$

2021
172,085
484,985
74,738
5,958
181,485
919,251

$

$

2020
139,633
416,815
68,930
6,031
215,729
847,138

The aggregate amounts of members’ share and share certificate accounts over $250 were
$48,424 and $63,176 at December 31, 2021 and 2020, respectively.
Scheduled maturities of share, IRA, and brokered certificates at December 31, 2021 are as
follows:
Year Ending December 31,
2022
2023
2024
2025
2026
Total
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$

$

Amount
126,719
21,970
27,435
4,194
1,167
181,485
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NOTE 7

MEMBERS’ SHARE ACCOUNTS AND DIVIDENDS (CONTINUED)
Dividend expense on members’ share accounts for the years ended December 31, 2021
and 2020 is summarized as follows:
December 31,
2021
Share Drafts
Regular Shares
Money Management Accounts
IRA Share Accounts
Share and IRA Certificates
Total

NOTE 8

$

$

2020

27
1,463
119
4
2,171
3,784

$

$

70
2,669
273
12
4,760
7,784

LINES OF CREDIT
The Credit Union has a line of credit agreement with Alloya Corporate Federal Credit Union,
which provides for maximum borrowings of $75,000 for the years 2021 and 2020. The line of
credit agreement has no scheduled maturity date and has a variable interest rate, which was
1.27% at December 31, 2021. Borrowings under the line of credit are secured by all
unpledged assets at the time of borrowing.
The Credit Union also has a line of credit with a correspondent bank which provides for
maximum borrowings of $10,000 in 2021 and 2020. This line of credit has no scheduled
maturity date and has a variable interest rate. Borrowings under the line are secured by
investments pledged at time of borrowing.
There were no borrowings outstanding on either line of credit as of December 31, 2021 and
2020.

NOTE 9

FEDERAL HOME LOAN BANK OF NEW YORK BORROWINGS AND STOCK
The Credit Union is a member of the FHLB. At December 31, 2021, the Credit Union has the
capacity to borrow up to a certain percentage of the value of its qualified collateral, as
defined in the FHLB Statement of Credit Policy. In accordance with an agreement with the
FHLB, the qualified collateral must be free and clear of liens, pledges, and encumbrances.
There were no outstanding borrowings as of December 31, 2021 and 2020.
The Credit Union is required to maintain an investment in capital stock of the FHLB in an
amount equal to a fixed amount, plus a percentage, of its outstanding mortgage related
assets. The Credit Union is also required to maintain an investment in capital stock of Alloya
Corporate Federal Credit Union also based on the borrowing base.
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NOTE 10 SUBORDINATED DEBT
In 2021 and 2020, the Credit Union issued secondary capital in the form of subordinated
notes. The notes are unsecured and subordinate to all other claims of the Credit Union. The
amount of the notes are treated as regulatory capital per the NCUA regulations and
pursuant to an approved secondary capital plan. The notes mature in ten years from the
date of issuance with annual principal payments of 20% of the face amount of the note due
in each of years six through ten.
December 31,
2021
Term Note from Carter Federal Credit Union
at interest rate of 5.50%, maturing September 1, 2030

$

2,000

Term Note from Neighborhood Credit Union
at interest rate of 5.50%, maturing December 15, 2030
Term Note from Webster First Federal Credit Union
at interest rate of 5.50%, maturing February 1, 2031
Total

2020
$

2,000

2,000
6,000

$

2,000

2,000

$

4,000

NOTE 11 RELATED PARTY TRANSACTIONS
Loans to directors, committee members, and executive officers amounted to approximately
$21,336 and $20,363 as of December 31, 2021 and 2020, respectively. Share accounts of
directors, committee members, and executive officers totaled approximately $4,987 and
$3,250 as of December 31, 2021 and 2020, respectively.
NOTE 12 COMMITMENTS AND CONTINGENCIES
Lease Commitments
The Credit Union is obligated under operating leases on property used for its administrative
office and certain office equipment. The total minimum rental commitments for
noncancelable operating leases as of December 31, 2021 are as follows:
Year Ending December 31,
2022
2023
2024
2025
2026
Thereafter
Total

$

$

Amount
558
569
553
557
568
1,770
4,575

Rental expense included in office occupancy costs was $532 and $578 for the years ended
December 31, 2021 and 2020, respectively.
Rental expense included in office operations was $32 and $38 for the years ended
December 31, 2021 and 2020, respectively.
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NOTE 13 FINANCIAL INSTRUMENTS WITH OFF-STATEMENT OF FINANCIAL CONDITION RISK
AND CONCENTRATIONS OF CREDIT RISK
The Credit Union is party to financial instruments with off-statement of financial condition risk
in the normal course of business to meet the financing needs of its members. These
financial instruments include commitments to extend credit, home equity and overdraft lines
of credit, and credit card. They involve, to varying degrees, elements of credit risk in excess
of the amount recognized in the statement 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, home equity and overdraft lines of credit, and
credit card commitments is represented by the contractual amount of those instruments,
should the contract be fully drawn upon, the member default, and the value of any existing
collateral become worthless. The Credit Union uses the same credit policies in making
commitments and conditional obligations as it does for on-balance sheet instruments.
Management believes that the Credit Union controls the credit risk of these financial
instruments through credit approvals, credit limits, monitoring procedures and the receipt of
collateral as deemed necessary.
Commitments to extend credit and lines of 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. Since some of the
commitments may 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, if deemed
necessary by the Credit Union upon extension of credit, is based on Management’s credit
evaluation of the party. Collateral held is generally residential real estate. Credit card
commitments and personal and overdraft protection lines of credit are generally unsecured.
A summary the Credit Union’s credit commitments at December 31, 2021 and 2020 is as
follows:
December 31,
2021
Commitments to Grant Collateralized Loans
Commercial Real Estate
Unfunded Commitments Under
Lines of Credit
Home Equity Lines of Credit
Lines of Credit
Credit Card Commitments
Other Commitments
Total

$

1,356

$

316,060
69,929
19,650
71,623
478,618

2020
$

1,220

$

231,267
19,840
75,846
74,510
402,683

Vacation Ownership Interests
The Credit Union finances vacation ownership interests through its relationship with several
vacation ownership companies. The concentration of the vacation ownership interests with
those companies varies between 11% to 25% at December 31, 2021.
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NOTE 14 PENSION PLANS
Defined Contribution Plan
The Credit Union sponsors a 401(k) savings plan that covers substantially all employees
who have completed one month of service. Under the terms of the plan, participants can
contribute a percentage of their compensation, subject to federal limitations. In 2021 and
2020, the Credit Union made matching contributions of 100% up to 6% of participant
compensation after one year of employee service. Participants are immediately vested in
their contributions and the earnings thereon and become fully vested in Credit Union
contributions and the earnings thereon after completing three years of service. The Credit
Union contributed $1,075 and $626 for the years ended December 31, 2021 and 2020,
respectively.
Deferred Compensation Plan
The Credit Union maintains a noncontributory deferred compensation 457(b) plan to cover
all executive officers. Under the plan, participants may voluntarily defer a portion of their
salary. The Credit Union pays each participant, or their beneficiary, the amount of salary
deferred plus earnings, beginning with the individual’s termination of service. A liability is
accrued for the obligation under this plan. At December 31, 2021 and 2020, deferrals and
the associated liability under the plan were $408 and $344, respectively.
Deferred Bonus Plan
The Credit Union maintains a noncash deferred compensation 457(f). Under the plan, a
portion of an executive officer’s compensation is deferred each year and vests in three
years. The amount will be forfeited if the officer leaves the Credit Union prior to the vesting
date. A liability is accrued for the obligation under this plan. The balance was $4,274 and
$1,834 as of December 31, 2021 and 2020, respectively. The expense for 2021 and 2020
was $3,301 and $824, respectively.
Defined Benefit Pension Plan
Prior to June 15, 2016, the Credit Union sponsored a noncontributory defined benefit
pension plan covering certain full-time employees. Effective June 15, 2016, the Credit Union
froze the plan’s benefit accruals and participants. Participants became eligible for the plan
after completing one-half year of service. Participants became 100% vested after three
years of service. Benefits were based upon years of service and level of compensation
during specified years of employment.
The following table sets forth the plan’s funded status and amounts recognized in the Credit
Union’s statement of financial condition as of December 31, 2021 and 2020 using a
measurement date of December 31, 2021 and 2020:

Projected Benefit Obligation
Fair Value of Plan Assets
Funded Status of Plan at Year End

$

Accumulated Benefit Obligation

$
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$

December 31,
2021
2020
(7,839)
$
(8,164)
9,362
8,594
1,523
$
430
(7,839)

$

(8,164)
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NOTE 14 PENSION PLANS (CONTINUED)
Defined Benefit Pension Plan (Continued)
The amount recognized in accumulated other comprehensive loss consisted of the following
components at December 31, 2021 and 2020:

Net Unrecognized Loss
Total

$
$

December 31,
2021
2020
2,301
$
3,184
2,301
$
3,184

The estimated net loss that will be amortized from accumulated other comprehensive loss
into net periodic benefit cost over the next fiscal year is $203.
Other information for the Credit Union’s defined benefit pension plan is as follows for the
years ended December 31, 2021 and 2020:
December 31,
2021
Benefits Paid
Net Pension Benefit

$

2020
210
203

$

320
129

Weighted-average assumptions used by the Credit Union to determine the pension benefit
obligations consisted of the following as of December 31, 2021 and 2020:

Weighted Average Discount Rate
Rate of Future Compensation Increase

December 31,
2021
2020
3.00%
2.75%
N/A
N/A

Weighted-average assumptions used by the Credit Union to determine the net benefit cost
consisted of the following as of December 31, 2021 and 2020:

Weighted Average Discount Rate
Expected Long-Term Return on Plan Assets
Rate of Compensation Increase

December 31,
2021
2020
3.00%
2.75%
7.50%
7.50%
N/A
N/A

Future Benefit Payments and Contributions
The following benefit payments, which reflect expected future service, as appropriate, are
expected to be paid:
Year Ending December 31,
2022
2023
2024
2025
2026
Thereafter
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$

Amount
296
294
416
231
699
1,901
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NOTE 14 PENSION PLANS (CONTINUED)
Asset Allocation and Investment Goals
The Credit Union’s pension plan weighted average asset allocations at December 31, 2021
and 2020, by asset category, are as follows:

Collective Investment Fund

December 31,
2021
2020
100 %
100 %

As of December 31, 2021 and 2020, plan assets are 100% invested in a collective
investment trust fund managed by CUNA Mutual Group. The appropriate strategic asset
allocation is governed by the Trustee Plan Portfolio Investment Policy Statement.
The investment objective is to provide a moderate return over a full market cycle with
commensurate risk. The fund invests primarily in professional managed mutual funds and
collective investment trusts, which in turn invest in equity and fixed income securities. The
investment goal is to achieve investment results that minimize contributions as a percentage
of payroll by providing a total return over a five-year period equal to the actuarially assumed
target, which was 7.50%. This is to be achieved at the lowest possible portfolio risk level.
The long-term rate of return on assets assumption was determined by applying historical
average investment returns from published indexes relating to the current allocation of
assets in the portfolio. When these overall return expectations are applied to the plan’s
target allocation, the expected rate of return is determined to be 7.50%.
The plan is prohibited from investing in the following investments: precious metals, venture
capital, short sales, purchases of letter, stock, private placements, or direct payments,
leveraged transactions, commodities transactions, puts, calls, straddles, or other option
strategies or purchases or real estate, with the exception of REITS.
Fair Value of Plan Assets
Fair value is the exchange price that would be received for an asset in the principal or most
advantageous market for the asset in an orderly transaction between market participants on
the measurement date. A fair value hierarchy requires an entity to maximize the use of
observable inputs and minimize the use of unobservable inputs when measuring fair value.
The Credit Union used the following valuation methods and assumptions to estimate the fair
value of assets held by the plan:
Collective trusts: Fair values of units of participation in collective trusts are based upon the
net asset values of the funds reported by the fund managers as of the plan’s financial
statement dates and recent transaction prices. Each collective trust provides for daily
redemptions by the plan with no advance notice requirements.
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NOTE 14 PENSION PLANS (CONTINUED)
Fair Value of Plan Assets (Continued)
The fair value of plan assets at December 31, 2021 and 2020 by asset class is as follows:
2021
Level 1
Defined Benefit Plan Assets:
Collective Investment Fund
Total Assets

$
$

Level 2
-

$
$

Level 3

9,362
9,362

$
$

Total
-

$
$

9,362
9,362

2020
Level 1

Level 2

Level 3

Total

Defined Benefit Plan Assets:
Collective Investment Fund

$

-

$

8,594

$

-

$

8,594

Total Assets

$

-

$

8,594

$

-

$

8,594

Split-Dollar Life Insurance
Quorum and members of Quorum’s executive team entered into a Split-Dollar Insurance
Agreement and Promissory Note. The loans to the executives are full recourse loans. The
loan balance is $18,183 and $17,916 as of December 31, 2021 and 2020, respectively.
NOTE 15 CAPITAL REQUIREMENTS
The Credit Union is subject to various regulatory capital requirements administered by the
National Credit Union Administration (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 financial
statements. Under capital adequacy regulations and the regulatory framework for prompt
corrective action, the Credit Union must meet specific capital regulations that involve
quantitative measures of the Credit Union’s assets, liabilities, and certain off-balance sheet
items as calculated under generally accepted accounting practices. The Credit Union’s
capital amounts and net worth 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 following table) of net
worth (as defined) to total assets (as defined). Credit unions are also required to calculate a
risk-based net worth requirement (RBNWR) that establishes whether the Credit Union will
not be considered “complex” under the regulatory framework. The Credit Union’s RBNW
ratio as December 31, 2021 was 5.04%. The minimum ratio to be considered complex under
the regulatory framework is 6.00%; therefore, the Credit Union is not considered complex at
December 31, 2021. Management believes, as of December 31, 2021, that the Credit Union
meets all capital adequacy requirements to which it is subject.
As of December 31, 2021 and 2020, the most recent notification from 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% of assets or the Credit Union’s RBNW ratio, if greater. There are no
conditions or events since that notification that Management believes have changed the
institution’s category.
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NOTE 15 CAPITAL REQUIREMENTS (CONTINUED)
The Credit Union’s actual capital amounts and ratios are also presented in the table.

Actual
Amount
86,329

Ratio
8.42%

Net Worth

$

Risk-Based Net
Worth Requirement

$

51,697

5.04%

Net Worth

$

Amount
70,697

Ratio
7.93%

Risk-Based Net
Worth Requirement

$

44,809

5.03%

$

2021
To be Adequately
Capitalized Under
Prompt Corrective
Action Provision
Amount
Ratio
61,544
6.00%

N/A

$

2020
Amount
53,450

N/A

To be Well Capitalized
Under Prompt Corrective
Action Provision
Amount
Ratio
$
71,802
7.00%

N/A

Ratio
6.00%

N/A

N/A

$

Amount
62,358

N/A

N/A

Ratio
7.00%

N/A

Because the RBNWR of 5.04% at December 31, 2021, is less than the regulatory net worth
ratio of 8.42%, the Credit Union retains its original category.
The Credit Union has unsecured secondary capital in the form of subordinated debt and is
able to include the subordinated debt in the net worth calculation. The amount that the
Credit Union is able to apply is reduced each year (after year 5) by 20%. At December 31,
2021 and 2020, the Credit Union applied $6,000 and $4,000 of subordinated debt towards
the net worth calculation, respectively.
NOTE 16 FAIR VALUE
Fair value is the exchange price that would be recorded for an asset or paid to transfer a
liability (exit price) in the principal or most advantageous market for the asset or liability in an
orderly transaction between market participants on the measurement date. There are three
levels of inputs that may be used to measure fair value:
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.
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NOTE 16 FAIR VALUE (CONTINUED)
The Credit Union used the following methods and significant assumptions to estimate fair
value:
Available-for-Sale Securities: The fair values for available for sale securities are determined
by obtaining quoted prices on nationally recognized securities exchanges (Level 1 inputs) or
matrix pricing, which is a mathematical technique widely used in the industry to value debt
securities without relying exclusively on quoted prices for the specific securities but rather by
relying on the securities’ relationship to other benchmark quoted securities (Level 2 inputs).
Deferred Compensation: Benchmarking investments for 457(b) nonqualified plan assets are
invested in CUNA Mutual. 457(b) nonqualified plan assets are invested in mutual funds.
Mutual funds are valued using the net asset value which is calculated daily.
Impaired Loans: The fair value of impaired loans with specific allocations of the allowance
for loan losses is generally based on recent real estate appraisals. These appraisals may
utilize a single valuation approach or a combination of approaches including comparable
sales and the income approach. Adjustments are routinely made in the appraisal process by
the appraisers to adjust for differences between the comparable sales and income data
available. Such adjustments are typically significant and result in a Level 3 classification of
the inputs for determining fair value. Non real estate and commercial collateral may be
valued using an appraisal, adjusted or discounted based on Management’s historical
knowledge and changes in market conditions from the time of the valuation, resulting in a
Level 3 fair value classification. Impaired loans are evaluated on a monthly basis for
additional impairment and adjusted accordingly. Appraisals for collateral-dependent loans
are performed by certified residential appraisers whose qualifications and licenses have
been reviewed and verified by the Credit Union. On an annual basis, the Credit Union
compares the actual selling price of the collateral that has been sold to the most recent
appraised value to determine what additional adjustments should be made to the appraised
value to arrive at the fair value. The most recent analysis performed indicate that a discount
of 20% should be applied to properties.
Foreclosed and Repossessed Assets: Assets acquired through or instead of loan
foreclosure are initially recorded at fair value less costs to sell when acquired, establishing a
new cost basis. These assets are subsequently accounted for at lower of cost or fair value
less estimated costs to sell. Fair value is commonly based on recent real estate appraisals
which are updated no less frequently than annually. These appraisals may utilize a single
valuation approach or a combination of approaches including comparable sales and the
income approach. Adjustments are routinely made in the appraisal process by the
independent appraisers to adjust for differences between the comparable sales and income
data available. Such adjustments are usually significant and typically result in a Level 3
classification of the inputs for determining fair value. Real estate owned properties are
evaluated on a quarterly basis for additional impairment and adjusted accordingly. For taxi
medallions acquired through foreclosure the Credit Union utilizes a third-party valuation
specialist to value the underlying collateral. Prior to January 1, 2020, the valuation
methodology employed by the specialist includes a weighted average of sales transactions,
broker price quotes, discounted cash flow, and a capitalization model. Effective January 1,
2020, the methodology employed by the specialist changed and is now based on the
weighted average sales transactions. Other components are considered for reference, but
not factored into the value.
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NOTE 16 FAIR VALUE (CONTINUED)
Assets and Liabilities Measured on a Recurring Basis
Assets and liabilities measured at fair value on a recurring basis are summarized below:
2021
Level 1

Level 2

Level 3

Total

Assets:
Mutual Fund - Investment in Deferred
Compensation 457(b) Plan
Government Sponsored Entities Home Equity Conversion Mortgages
Government Sponsored Entities Mortgage-Backed Securities Residential
Government Sponsored Entities Collateralized Mortgage Obligations
Municipal Bonds
Total

$

$

408

$

-

$

-

$

408

-

71

-

71

-

3,936

-

3,936

408

28,057
19,763
51,827

-

28,057
19,763
52,235

$

$

$

2020
Level 1
Assets:
Mutual Fund - Investment in Deferred
Compensation 457(b) Plan
Government Sponsored Entities Home Equity Conversion Mortgages
Government Sponsored Entities Mortgage-Backed Securities Residential
Government Sponsored Entities Collateralized Mortgage Obligations
Municipal Bonds
Total

$

$

Level 2

344

$

Level 3

-

$

Total

-

$

344

-

360

-

360

-

5,296

-

5,296

-

37,123
23,476

-

37,123
23,476

344

$

66,255

$

-

$

66,599

Assets and liabilities measured at fair value on a nonrecurring basis are summarized below:
2021
Impairment
Level 1
Impaired Loans

$

Level 2
-

Foreclosed and Repossessed Assets

$

Level 3
-

-

$

Losses

11,552

-

$

882

8,842
4,243

2020
Level 1
Impaired Loans
Foreclosed and Repossessed Assets
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$

Level 2
-

$

Impairment
Losses

Level 3
-

$

24,287
1,790

$

20,782
3,029
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NOTE 16 FAIR VALUE (CONTINUED)
Assets and Liabilities Measured on a Recurring Basis (Continued)
The following table presents quantitative information about Level 3 fair value measurements
for financial instruments measured at fair value on a nonrecurring basis at December 31,
2021 and 2020:
2021

Impaired Loans

$

Fair

Valuation

Unobservable

Range

Value

Technique

Input

(Average)

11,552

Sales
Comparison
Approach

Adjustment for
differences
between
comparable sales

0% - 25%

882

Sales
Comparison
Approach

Adjustment for
differences
between
comparable sales

0% - 45%

Foreclosed and Repossessed Assets

2020

Impaired Loans

Foreclosed and Repossessed Assets
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$

Fair

Valuation

Unobservable

Range

Value

Technique

Input

(Average)

24,287

Sales
Comparison
Approach

Adjustment for
differences
between
comparable sales

0% - 25%

1,790

Sales
Comparison
Approach

Adjustment for
differences
between
comparable sales

0% - 45%
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NOTE 17 REVENUE FROM CONTRACTS WITH MEMBERS
The following presents Non-Interest Income, segregated by revenue streams in-scope and
out-of-scope of Topic 606, for the years ended December 31:
2021
In scope of ASC 606
Services charges and deposit account fees
Interchange fees
Other
Non-Interest Income in scope of ASC 606
Non-Interest Income not within the scope of ASC 606 (a)
Total Non-Interest Income

$

$

1,309
1,633
21
2,963
30,752
33,715

2020
$

$

1,308
1,531
(63)
2,776
12,314
15,090

(a) This revenue is not within the scope of ASC 606, and includes fees related to loan servicing
fees, credit card fees, sales of loans, sales of investments and various other transactions.

The Credit Union does not typically enter into long-term revenue contracts with members,
and therefore, does not experience significant contract balances. As of December 31, 2021
and 2020, the Credit Union did not have any significant contract balances and did not
capitalize any contract acquisition costs.
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