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INDEPENDENT AUDITORS’ REPORT 

 

 

To the Board of Directors 

Seasons Federal Credit Union 

 

Opinion 

We have audited the accompanying consolidated financial statements of Seasons Federal Credit Union and 

its subsidiary (the “Credit Union”), which comprise the consolidated statements of financial position as of 

September 30, 2023 and 2022, and the related consolidated statements of income, comprehensive income, 

changes in 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 the Credit Union as of September 30, 2023 and 2022, and the results of its operations 

and its 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 audit in accordance with auditing standards generally accepted in the United States of 

America. 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 the Credit Union 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. 

 

Change in Accounting Principle 

As described in Note 1 to the financial statements, the Credit Union changed its method of accounting for 

leases in 2023 as required by the provisions of FASB Accounting Standards Update Number 2016-02. Our 

opinion is not modified with respect to that matter. 

 

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 the Credit Union's 

ability to continue as a going concern within one year after the date that the consolidated financial 

statements are available to be issued. 
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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 generally accepted auditing 

standards 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 generally accepted auditing standards, 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 the Credit Union'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 the Credit Union'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. 

 

 
Hartford, Connecticut  

 

January 24, 2024



 

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

FEDERAL CREDIT UNION 
 

Consolidated Statements of Financial Condition 
 

September 30, 2023 and 2022 

 

 
2023 2022

Assets

Cash and cash equivalents 6,890,195$           7,139,247$           

Interest bearing deposits 9,931,000             5,217,000             

   Available-for-sale securities 10,634,086           11,255,048           

Investment in Federal Home Loan Bank of Boston, at cost 164,500                164,500                

   Loans to members, net 127,115,655         128,678,550         

   Accrued interest receivable 452,886                356,221                

   Property and equipment, net 3,220,681             3,382,036             

Operating lease right of use asset 437,211 -                       

NCUSIF deposit 1,570,959             1,541,233             

Defined benefit pension plan asset 6,595,210             5,507,676             

   Prepaid expenses and other assets 7,505,461             8,502,740             

Total assets 174,517,844$       171,744,251$       

Liabilities and Members' Equity

Liabilities:

Members' shares and savings accounts 161,540,222$       161,310,657$       

Accounts payable and accrued expenses 2,569,711 1,864,334

Advances from Federal Home Loan Bank of Boston 1,500,000 1,500,000             

Operating lease liabilities 440,843 -                       

Total liabilities 166,050,776         164,674,991         

Members' equity 8,467,068 7,069,260

Total liabilities and members' equity 174,517,844$       171,744,251$       



 

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

FEDERAL CREDIT UNION 
 

Consolidated Statements of Income 
 

For the years ended September 30, 2023 and 2022 

 

 
2023 2022

Interest income   

Interest on loans 6,418,414$           5,153,058$           

Interest on investments 490,879                277,427                

Total interest income 6,909,293             5,430,485             

Interest expense

Dividends on shares (836,398)              (167,795)              

Interest on borrowed funds (49,234)                (24,572)                

Total interest expense (885,632)              (192,367)              

Net interest income 6,023,661             5,238,118             

(Provision)/benefit for loan losses (579,097)              2,824                    

Net interest income after provision for loan losses 5,444,564             5,240,942             

Non-interest income

Member service fees and charges 1,775,541             1,636,930             

Credit and debit card interchange fees 977,071                980,423                

Other non-interest income 1,013,384             1,070,621             

Mortgage servicing income net of fair value adjustments 89,320                  101,765                

3,855,316             3,789,739             

Operating expenses   

Compensation and benefits 4,206,257             3,903,262             

Office operations 2,576,386             2,361,155             

Professional and outside services 347,762                222,970                

Office occupancy 709,494                671,780                

Loan servicing 576,355                510,471                

Other 419,994                321,972                

Total operating expenses 8,836,248             7,991,610             

Net income 463,632$              1,039,071$           

 



 

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

FEDERAL CREDIT UNION 
 

Consolidated Statements of Comprehensive Income 
 

For the years ended September 30, 2023 and 2022 

 

 

2023 2022

Net income 463,632$          1,039,071$       

Other comprehensive:

Net change in available-for-sale securities (169,353)           (1,609,325)        

Defined benefit pension plan:

Net change in defined benefit pension plan 881,508            (763,274)           

Amortization of unrecognized net losses from changes

in actuarial assumptions 222,021            141,384            

Net change in defined benefit pension plan 1,103,529         (621,890)           

Other comprehensive income/(loss) 934,176            (2,231,215)        

Comprehensive income/(loss) 1,397,808$       (1,192,144)$      

 



 

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

FEDERAL CREDIT UNION 
 

Consolidated Statements of Changes in Members' Equity 
 

For the years ended September 30, 2023 and 2022 

 

 
Equity Accumulated

Acquired from Other

Regular Undivided Business Comprehensive

Reserve Earnings Combination Income Total

Balance, October 1, 2021 24,724$       9,913,896$    1,033,234$   (2,710,450)$   8,261,404$       

Net income -               1,039,071      -                -                 1,039,071         

Other comprehensive loss -               -                -                (2,231,215)     (2,231,215)        

Balance, September 30, 2022 24,724         10,952,967    1,033,234     (4,941,665)     7,069,260         

Net income -               463,632         -                -                 463,632            

Other comprehensive income -               -                -                934,176         934,176            
Balance, September 30, 2023 24,724$       11,416,599$  1,033,234$   (4,007,489)$   8,467,068$       

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



 

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

FEDERAL CREDIT UNION 
 

Statements of Cash Flows 
 

For the years ended September 30, 2023 and 2022 

 
2023 2022

Cash flows from operating activities:

Net income 463,632$          1,039,071$     

Provision/(benefit) for loan losses 579,097            (2,824)             

Depreciation 402,850 393,297

Amortization of premiums on securities 42,916              49,832            

Net change in operating lease asset and liability 3,632                -                  

Adjustments to reconcile net income/(loss) to net cash from operating activities:

(Increase)/decrease in assets:

Loans held for sale -                   1,572,125       

Accrued interest receivable (96,665)            (42,635)           

Defined benefit pension plan asset (1,087,534)       (993,508)         

Prepaid expenses and other assets 997,279            (24,774)           

Increase/(decrease) in liabilities:

Accounts payable and accrued expenses 705,377            402,425          

Net cash from operating activities 2,010,584         2,393,009       

Cash flows from investing activities:

Purchase of available-for-sale investments (500,000)          (2,502,813)      

Proceeds from calls and repayments of 

available-for-sale investments 2,012,222         3,206,475       

Net change in interest bearing deposits (4,714,000)       (489,000)         

Net change in Federal Home Loan Bank of Boston stock -                   (95,200)           

Net change in loans to members 983,798            (16,179,923)    

Net change in NCUSIF deposit (29,726)            (36,196)           

Purchase of property and equipment (241,495)          (290,514)         

Net cash from investing activities (2,489,201)       (16,387,171)    

Cash flows from financing activities:

Proceeds from Federal Home Loan Bank of Boston -                   1,500,000       

Net change in members' shares and savings accounts 229,565            6,505,571       

Net cash from financing activities 229,565            8,005,571       

Net change in cash and cash equivalents (249,052)          (5,988,591)      

Cash and cash equivalents at beginning of year 7,139,247 13,127,838

Cash and cash equivalents at end of year 6,890,195$       7,139,247$     

Supplemental disclosures:

Cash paid for dividends on member shares and other interest 836,484$          198,562$        

Non-cash operating activities:

Adoption of ASC Topic 842:

Increase in operating lease right of use assets 555,628$          -$                

Increase in operating lease liabilities 555,628$          -$                
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SEASONS 

FEDERAL CREDIT UNION 
 

Notes to the Consolidated Financial Statements 
 

September 30, 2023 and 2022 

 

 

NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES 

 

Nature of Operations – Seasons Federal Credit Union (the “Credit Union") is chartered under the Federal 

Credit Union Act and is administratively responsible to the National Credit Union Administration 

("NCUA"). The Credit Union provides a variety of financial services, principally related to holding deposits 

and for making loans to members. Participation in the Credit Union is limited to those individuals that 

qualify for membership. The field of membership is defined in the Credit Union’s Charter and Bylaws.  

 

Principles of Consolidation – The consolidated financial statements include the accounts of the Credit Union 

and the accounts of its wholly owned credit union service organization (“CUSO”), Solstice Insurance Agency. 

The CUSO provides insurance brokerage services to Credit Union members. All significant intercompany 

accounts and transactions have been eliminated. 

 

Date of Management’s Review and Subsequent Events Measurement Date – The Credit Union monitored and 

evaluated subsequent events for footnote disclosures or adjustments required in its consolidated financial 

statements for the year ended September 30, 2023 through January 24, 2024, the date on which consolidated 

financial statements were available to be issued. 

 

Adoption of new accounting principles - ASU No. 2016-02, Leases (Topic 842) - The amendments in this 

update require lessees to recognize, on the balance sheet, assets and liabilities for the rights and obligations 

created by leases. The guidance was effective for the Credit Union on October 1, 2022. The adoption 

requires either a modified retrospective transition where the lessees and lessors are required to recognize 

and measure leases at the beginning of the earliest period presented, or a cumulative effect adjustment as 

of the date of adoption. The Credit Union adopted this new guidance on October 1, 2022, and as a result, 

the Bank recorded lease right-of-use assets and lease liabilities of approximately $556,000 through a 

cumulative effect adjustment as of that date. In July 2018, the FASB issued ASU No. 2018-11, which 

provided a practical expedient package for lessees. The Credit Union elected to use the expedient package 

and did not reassess whether any existing contracts contain leases; did not reassess the lease classification 

for existing leases; and did not reassess initial direct costs for any existing leases. As a result, all leases are 

considered operating leases.  

 

Use of Estimates in the Preparation of Financial Statements – The preparation of consolidated financial 

statements in conformity with accounting principles generally accepted in the United States of America 

requires management to make estimates and assumptions that affect the reported amounts of assets and 

liabilities and disclosure of contingent assets and liabilities at the date of the consolidated financial 

statements and the reported amounts of income and expenses during the reporting period. Estimates that 

are particularly critical and are susceptible to change are the assumptions for the allowance for loan losses. 

Actual results could differ from those estimates.  

 

Cash and Cash Equivalents – For the purpose of the consolidated Statements of Financial Condition and the 

statements of cash flows, cash and cash equivalents includes cash on hand and amounts due from financial 

institutions. Amounts due from financial institutions may, at times, exceed federally insured limits. 
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NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Concentration of Credit Risk – Most of the Credit Union's business activity is primarily with its members 

who reside in Middlesex County of Connecticut. The Credit Union may be exposed to credit risk from a 

regional economic standpoint, since a significant concentration of its borrowers work or reside in these 

counties of Connecticut.  

 

Interest Bearing Deposits – Investments in this category do not meet the definition of a debt or equity security 

under accounting pronouncements. These investments are certificates of deposit that management has 

elected to classify as investments. These deposits are recorded at cost. 

 

Investments – The Credit Union’s investments are classified and accounted for as follows: 

 

Available-for-Sale: Debt securities which the Credit Union anticipates that the securities could be sold 

in response to rate changes, liquidity risks, availability of, and the yield on, alternative investments and 

other market and economic factors. These securities are reported at fair value.  

 

Unrealized gains and losses on available-for-sale securities are recognized as direct increases or decreases in 

accumulated other comprehensive income. The cost of debt securities sold is recognized using specific 

identification method.  Purchase premiums and discounts are recognized in interest income using the interest 

method over the terms of the securities.  

 

Debt securities are reviewed regularly for other-than-temporary impairment.  An unrealized loss is 

generally deemed to be other-than-temporary and a credit loss is deemed to exist if the present value of the 

expected future cash flows is less than the amortized cost basis of the debt security.  The credit loss 

component of an other-than-temporary impairment write-down is recorded against income, while the 

remaining portion of the impairment loss is recognized in other comprehensive income/(loss), provided the 

Credit Union does not intend to sell the underlying debt security and it is more likely than not that the Credit 

Union will not be required to sell the debt security prior to recovery.  In determining whether a credit loss 

exits and the period over which the fair value of the debt security is expected to recover management 

considers the following factors: the length of time and extent that fair value has been less than cost, the 

financial condition and near term prospects of the issuer, any external credit ratings, the level of excess cash 

flows generated from the underlying collateral supporting the principal and interest payments of the debt 

securities, the level of credit enhancement provided by the structure and the Credit Union 's ability and 

intent to hold the debt security for a period sufficient to allow for any anticipated recovery in fair value.   

 

Federal Home Loan Bank of Boston – In order for the Credit Union to be able to borrow from the Federal 

Home Loan Bank of Boston (“FHLB”), it is required to purchase shares of FHLB stock. The value of the 

stock is recorded at cost and is listed separately on the consolidated Statements of Financial Condition.  

 

Loans held for Sale – Mortgage loans originated and intended for sale in the secondary market are carried at 

the lower of the aggregate cost or estimated fair value. All sales are made without recourse. 

 

Loans to Members – Loans are reported at their recorded investment, which is the outstanding principal 

balance net of any unearned income, such as deferred fees or costs, allowance for charge-offs and unamortized 

premiums or discounts on purchased loans. Interest on loans is recognized over the term of the loan and is 

calculated using the effective-interest method on principal amounts outstanding. When principal or interest is 

delinquent for 90 days or more, the Credit Union places the loan on nonaccrual status. 

 

After a loan is placed on nonaccrual status, all interest previously accrued but not collected is reversed against 

current period interest income. Subsequent collections of interest payments on nonaccrual loans are 

recognized as interest income unless ultimate collectability of the loan is in doubt. Cash collections on loans 

where ultimate collectability remains in doubt are applied as reductions of the loan principal balance and no 

interest income is recognized until the principal balance has been collected. 

 



 

10 

NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Loan fees and certain direct loan origination costs are deferred, and the net cost is recognized as an adjustment 

to interest income using the interest method over the contractual life of the loans, adjusted for estimated 

prepayments based on the Credit Union's historical prepayment experience. 

 

Allowance for Loan Losses – The allowance for loan losses is maintained at a level determined by 

management to be the best estimate of losses incurred in the loan portfolio as of the date of the consolidated 

financial statements. The allowance is increased or decreased by a provision reflected in operations, which 

represents an estimate of losses that occurred during the period and a change in estimated losses recorded 

in prior periods. Loan losses are charged against the allowance when management believes the collectability 

of principal is unlikely. Recoveries of charged off loans are credited to the allowance. 

 

The determination of the adequacy of the allowance for loan losses by management is based on an 

assessment of risk elements in the portfolio, identified factors affecting specific loans and available 

information about the current economic environment in which the Credit Union and its borrowers operate. 

Management reviews overall portfolio quality through an evaluation of individual performing and impaired 

loans, the risk characteristics of each component of the loan portfolio, an analysis of current levels and 

trends in charge offs, delinquency and non-accruing loan data, and the credit risk profile of each component 

of the portfolio, among other factors. 

 

The allowance for loan losses consists of a formula allowance, based on a variety of factors including 

historical loss experience, for various loan portfolio classifications, and a valuation allowance for loans 

identified as impaired. An additional unallocated reserve may also be provided to reflect the complexity of 

the lending portfolio, and the degree of estimation involved in assessing the overall adequacy of the 

allowance for loan losses. The allowance is an estimate, and ultimate losses may vary from management's 

estimate. Changes in the estimate are recorded in the results of operations in the period in which they 

become known, along with provisions for estimated losses incurred during that period. 

  

Impaired Loans – A loan is considered to be impaired when it is probable that the Credit Union will be 

unable to collect all amounts due according to the contractual terms of the loan agreement. Impaired loans, 

as defined, may be measured based on the present value of expected future cash flows, discounted at the 

loan's original effective interest rate, or on the loan's observable market price or the fair value of the 

collateral if the loan is collateral dependent. When the measurement of the impaired loan is less than the 

recorded investment in the loan, the impairment is recorded through the allowance for loan losses. 

 

Troubled Debt Restructurings – In situations where, for economic or legal reasons related to a member's 

financial difficulties, the Credit Union grants a concession for other than an insignificant period of time to 

the member that the Credit Union would not otherwise consider, the related loan is classified as a troubled 

debt restructuring (“TDR”). Modified terms may include rate reductions, principal forgiveness, payment 

forbearance and other actions intended to minimize the economic loss and to avoid foreclosure or 

repossession of the collateral. In cases where the Credit Union grants the member new terms that provide 

for a reduction of either interest or principal, the Credit Union measures impairment on the restructuring as 

previously noted for impaired loans.  

 

Servicing Rights – Servicing rights are recognized as separate assets when rights are acquired through 

purchase of the right to service loans or through sale of loans for which rights to service the loan are retained. 

Servicing rights resulting from the sale of loans originated by the Credit Union are initially measured at fair 

value at the date of transfer. 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. The balance is included within prepaid and other assets in the consolidated Statements of 

Financial Condition. Loans serviced for others are not included on the accompanying consolidated 

Statements of Financial Condition. The unpaid principal balances of mortgage loans serviced for others 

was approximately $69,601,000 and $76,461,000 at September 30, 2023 and 2022, respectively. 
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NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Property and Equipment – Land is carried at cost. Buildings, furniture and equipment, and leasehold 

improvements are carried at cost, less accumulated depreciation and leasehold amortization. Buildings and 

furniture and equipment are depreciated using the straight-line method over the estimated useful lives of 

the assets. Leasehold improvements are amortized using the straight-line method over the shorter of their 

estimated useful lives or the term of the respective leases. Maintenance and repairs are expensed, and major 

improvements and renovations are capitalized. Management reviews premises and equipment for 

impairment whenever events or changes in circumstances indicate that the carrying value may not be 

recoverable. Gains and losses on disposals are included in current operations. 

 

Leases - The Credit Union determines if an arrangement is a lease at inception. Lease right-of-use (“ROU”) 

assets represent the Credit Union’s right to use an underlying asset for the lease term and operating lease 

liabilities represent the Credit Union’s obligation to make lease payments arising from the lease. Lease 

ROU assets and lease liabilities are recognized at commencement date based on the present value of lease 

payments over the lease term. As the Credit Union’s leases do not provide an implicit rate, the Credit Union 

uses its incremental borrowing rate based on the information available at commencement date in 

determining the present value of lease payments. The lease ROU asset also includes any lease payments 

made and excludes lease incentives. The lease terms may include options to extend or terminate the lease 

when it is reasonably certain that the Credit Union will exercise that option. Lease expense for lease 

payments is recognized on a straight-line basis over the lease term. The Credit Union has lease agreements 

with lease and non-lease components, which are generally accounted for separately. 

 

Other Property Owned – Properties acquired through or in lieu of loan foreclosure are initially recorded at 

fair value less estimated selling cost at the date of foreclosure. Any write-downs based on the asset’s fair value 

at the date of acquisition are charged to the allowance for loan losses. After foreclosure, valuations are 

periodically performed by management and property held for sale is carried at the lower of the new cost basis, 

or fair value less the cost to sell. Impairment losses on property to be held and used are measured as the amount 

by which the carrying amount of a property exceeds its fair value. Costs of significant property improvements 

are capitalized, whereas costs relating to holding property are expensed.  

 

Members’ Share and Savings Accounts – Members' shares are the savings accounts of the owners of the 

Credit Union. Share ownership entitles the members to vote in the annual elections of the Board of Directors 

and on other corporate matters. Irrespective of the amount of shares owned, no member has more than one 

vote. Members' shares are subordinated to all other liabilities of the Credit Union upon liquidation. 

Dividends on members' shares are based on available earnings at the end of a dividend period and are not 

guaranteed by the Credit Union. Dividend rates are set by the Credit Union's Board of Directors, based on 

an evaluation of current and future market conditions. 

 

Regular Reserve – The Credit Union is required by regulation to maintain a statutory reserve, (“regular 

reserve”). This reserve, which represents a regulatory restriction of retained earnings, is not available for 

the payment of dividends. Credit unions that are classified as "well capitalized" (net worth ratio of 7% or 

higher) are not required to make statutory transfers to the regular reserve. The regular reserve has been 

established at the discretion of the Board of Directors to protect the interest of the members. The Board 

may, at times, change the reserved amount for specific requirements. 

 

Comprehensive Income/(Loss) – Comprehensive income consists of net income and other comprehensive 

income/(loss) that includes unrealized gains and losses on available-for-sale securities and changes in 

actuarial assumptions and amortization related to the defined benefit pension plan. 

 

Fair Value – Certain assets of the Credit Union are accounted for at fair value. Fair value is defined as the 
exchange price that would be received on the measurement date to sell an asset or the price paid to transfer 
a liability in the principal or most advantageous market available to the entity in an orderly transaction 
between market participants. The guidance also establishes a three level fair value hierarchy that describes 
the inputs that are used to measure assets and liabilities at fair value. 
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NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

Level 1 – Asset and liability fair values are based on quoted prices in active markets for identical 

assets and liabilities. 

 

Level 2 – Asset and liability fair values are based on observable inputs that include: quoted market 

prices for similar assets or liabilities; quoted market prices that are not in an active market; or other 

inputs that are observable in the market and can be corroborated by observable market data for 

substantially the full term of the assets or liabilities. 

 

Level 3 – Assets and liabilities whose value is calculated by the use of pricing models and/or 

discounted cash flow methodologies utilizing significant unobservable inputs, as well as financial 

instruments for which the determination of fair value requires significant management judgment or 

estimation. 

 

Valuation techniques based on unobservable inputs are highly subjective and require judgments regarding 

significant matters such as the amount and timing of future cash flows and the selection of discount rates 

that may appropriately reflect market and credit risks. Changes in these judgments often have a material 

impact on the fair value estimates. In addition, since these estimates are as of a specific point in time they 

are susceptible to material near-term changes. 

 

The following methods and assumptions were used to estimate the fair value of the Credit Union’s assets 

measured at fair value: 

 

Securities – Fair values for securities is based on quoted market prices where available.  If quoted 

market prices are not available, fair values are based on quoted market prices of comparable 

instruments. 
 
Mortgage Servicing Rights – The Credit Union periodically measures the fair value of its mortgage 

servicing assets. The fair value of these assets is determined based upon an independent third-party 

valuation. The valuation of these assets is derived using a discounted cash flow analysis in 

conjunction with a proprietary valuation model. As such, mortgage servicing assets are included 

within the Level 3 of the valuation hierarchy.  

 

Impaired Loans – Periodically, the Credit Union records nonrecurring adjustments to the carrying 

value of loans based on fair value measurements for partial charge-offs or specific allowances of the 

uncollectible portions of those loans. Nonrecurring adjustments include impairment amounts for 

collateral-dependent loans calculated based on the fair value of the underlying collateral supporting 

the loan and, as a result, the carrying value of the loan less the calculated valuation amount does not 

necessarily represent the fair value of the loan. Collateral is typically valued using appraisals or other 

indications of value based on recent comparable sales of similar properties or other assumptions. 

Estimates of fair value based on collateral are generally based on assumptions not observable in the 

marketplace and therefore such valuations have been classified as Level 3. 

 

National Credit Union Share Insurance Fund (“NCUSIF”) Deposit and Insurance Premiums – The deposit 

in the NCUSIF is in accordance with NCUA regulations, which requires the maintenance of a deposit by 

each federally insured credit union in an amount equal to one percent of its insured members' shares, less 

any reportable impairment. The deposit would be refunded to the Credit Union if its insurance coverage 

was terminated, if it converted its insurance coverage to another source, or if management of the fund was 

transferred from the NCUA Board. The Credit Union is also required to pay an annual insurance premium 

equal to one-twelfth of one percent of total insured member's share, unless the payments are waived or 

reduced by the NCUA Board. During 2022 under NCUA regulations it was determined that there were 

sufficient funds in the Constitution Asset Management Estate to make distributions to previous holders of 

the Membership Capital Account, due to the liquidation of the Constitution Corporate Credit Union in 2010.  
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NOTE 1 – SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) 

 

During the years ended September 30, 2023 and 2022, distributions of $47,909 and $535,184 respectively 

were received and recorded in other non-interest income on the consolidated Statements of Operations. 

 

Revenue Recognition – Revenue is recorded when earned, which is generally over the period services are 

provided and no contingencies exist. Member service fees, charges and other includes such fees as card 

interchange income, insufficient funds, overdrafts, and NCUSIF insurance premium refunds. 

 

Advertising – The Credit Union directly expenses costs associated with advertising as they are incurred. 

 

Federal and State Income Taxes – The Credit Union is exempt, by statute, from federal and state income 

taxes. 

 

Recent Accounting Pronouncements – The following section includes changes in accounting principles and 

potential effects of new accounting pronouncements. 

 

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments-Credit Losses (Topic 326), which 

requires entities to measure all expected credit losses for financial assets held at the reporting date based on 

historical experience, current conditions, and reasonable and supportable forecasts. Entities will now use 

forward-looking information to better form their credit loss estimates. The ASU also requires enhanced 

disclosures to help financial statement users better understand significant estimates and judgments used in 

estimating credit losses, as well as the credit quality and underwriting standards of an entity's portfolio. 

These disclosures include qualitative and quantitative requirements that provide additional information 

about the amounts recorded in the consolidated financial statements. This ASU became effective for the 

Credit Union beginning on October 1, 2023, and the adoption of this guidance did not have a significant 

impact on the Credit Union’s consolidated financial statements. 

 

ASU No. 2022-02, Financial Instruments—Credit Losses (Topic 326): "Troubled Debt Restructurings and 

Vintage Disclosures.” This ASU eliminates the TDR recognition and measurement guidance and, instead, 

requires that an entity evaluate (consistent with the accounting for other loan modifications) whether a 

modification represents a new loan or a continuation of an existing loan. In addition, this ASU enhances 

existing disclosure requirements and introduces new requirements related to certain modifications of 

receivables made to borrowers experiencing financial difficulty. For entities that have not yet adopted the 

amendments in update 2016-13, the effective dates for the amendments in this update are the same as the 

effective dates in Update 2016-13. The Credit Union will adopt this standard on October 1, 2023 in 

conjunction with the adoption of ASU 2016-13.  

 

NOTE 2 – INTEREST BEARING DEPOSITS 

 

Interest bearing deposits consist of certificates of deposit held in various financial institutions, which are 

individually insured up to $250,000. The interest-bearing deposits outstanding as of September 30, 2023 bear 

interest at rates ranging from 0.45% to 5.55%. The book values of interest-bearing deposits as of September 

30, 2023, by remaining contractual maturity, are shown below: 

 

Less than one year 2,976,000$    

Between one and three years 5,466,000      

Between three and five years 1,489,000      

9,931,000$    
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NOTE 3 – AVAILABLE-FOR-SALE SECURITIES 

 

The amortized cost and estimated fair value of available-for-sale securities are as follows at September 30: 

 

Amortized Unrealized Unrealized Estimated

   Cost   Gains Losses Fair Value

Mortgage backed securities 5,086,113$    -$               (878,658)$      4,207,455$    

Federal agency collateralized mortgage obligations 1,679,182      -                 (153,811)        1,525,371      

U.S. agency securities 5,250,000      -                 (593,604)        4,656,396      

Asset-backed securities 167,930         -                 (17,999)          149,931         

Private issue collateralized mortgage obligations 142,569         -                 (47,636)          94,933           

12,325,794$  -$               (1,691,708)$   10,634,086$  

2023

 

Amortized Unrealized Unrealized Estimated

   Cost   Gains Losses Fair Value

Mortgage backed securities 5,083,875$    -$               (727,640)$      4,356,235$    

Federal agency collateralized mortgage obligations 2,587,058      -                 (179,850)        2,407,208      

U.S. agency securities 4,750,000      -                 (553,800)        4,196,200      

Asset-backed securities 204,143         -                 (18,560)          185,583         

Private issue collateralized mortgage obligations 152,327         -                 (42,505)          109,822         

12,777,403$  -$               (1,522,355)$   11,255,048$  

2022

 
Information pertaining to securities with gross unrealized losses, aggregated by investment category and 

length of time that individual securities have been in a continuous loss position, are as follows at September 

30: 

 

Unrealized Unrealized

 Losses  Losses

Fair Less Than Greater Than

Value 12 Months 12 Months

Mortgage backed securities 4,207,455$    -$               (878,658)$      

Federal agency collateralized mortgage obligations 1,525,371      -                 (153,811)        

U.S. agency securities 4,656,396      (12,017)          (581,587)        

Asset-backed securities 149,931         -                 (17,999)          

Private issue collateralized mortgage obligations 94,933           -                 (47,636)          

10,634,086$  (12,017)$        (1,679,691)$   

Unrealized Unrealized

 Losses  Losses

Fair Less Than Greater Than

Value 12 Months 12 Months

Mortgage backed securities 4,356,236$    (258,117)$      (469,524)$      

Federal agency collateralized mortgage obligations 2,407,208      (179,850)        -                 

U.S. agency securities 4,196,200      (171,743)        (382,056)        

Asset-backed securities 185,582         (18,560)          -                 

Private issue collateralized mortgage obligations 109,822         -                 (42,505)          

11,255,048$  (628,270)$      (894,085)$      

2022

2023
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NOTE 3 – AVAILABLE-FOR-SALE SECURITIES (CONTINUED) 

 

The majority of the Credit Union’s securities are issued by the U.S. Government and its Agencies. 

Therefore, the unrealized losses on securities issued by the U.S. Government and its Agencies have not 

been recognized into income because of the implicit guarantee of the principal balances of these securities 

by the U.S. Government and its Agencies.  The decline in fair value is primarily due to differences between 

security yields and market interest rates.  The decline in fair value is expected to be recovered as securities 

approach their maturity date and/or market rates decline. Private issued securities are considered to be 

acceptable credit risks. Based upon evaluation of the available evidence, including recent changes in market 

rates, credit rating information and information obtained from regulatory filings, management believes the 

decline in fair value for the securities is temporary. The Credit Union does not have the intent to sell these 

securities and it is not more-likely-than-not that the Credit Union will be required to sell these securities 

prior to their anticipated recovery. 

 

The amortized cost and estimated fair value of investments classified as available-for-sale by contractual 

maturity are shown below. Expected maturities may differ from contractual maturities because issuers may 

have the right to call or prepay certain obligations without call or prepayment penalties. 

 

Amortized Estimated

Cost Fair Value

Between one and five years 3,750,000$    3,379,927$    

Between five and ten years 1,000,000      788,486         

After ten years 500,000         487,983         

Total        5,250,000        4,656,396 

Mortgage backed securities 5,086,113      4,207,455      

Federal agency collateralized mortgage obligations 1,679,182      1,525,371      

Asset-backed securities 167,930         149,931         

Private issue collateralized mortgage obligations 142,569         94,933           

12,325,794$  10,634,086$  

 
Mortgage backed securities, mortgage obligations and asset-backed securities do not have an expected 

maturity date, as borrowers may have the right to call or prepay obligations with or without call or prepayment 

penalties. 

 

NOTE 4 – LOANS TO MEMBERS 

 

The composition of loans to members is as follows as of September 30: 

 

2023 2022

Residential real estate 46,079,453$    47,016,550$    

Consumer 80,892,427 81,466,259

126,971,880    128,482,809    

Less:  Allowance for loan losses (471,276)         (546,614)         

Deferred loan origination costs, net 615,051 742,355

 $ 127,115,655  $ 128,678,550 
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NOTE 4 – LOANS TO MEMBERS (CONTINUED) 

 

Certain officers and directors of the Credit Union have incurred indebtedness in the form of loans as members. 

A summary of the changes in loans made to officers and directors is as follows for the years ended September 

30: 

 

2023 2022

Balance, beginning of the year 688,374$         533,788$         

New loans 149,114           212,386           

Repayments (18,826)           (57,800)           

Balance, end of the year 818,662$         688,374$         

 
 

NOTE 5 – ALLOWANCE FOR LOAN LOSS 

 

To calculate the allowance for loan losses, management segregates the loan portfolio into segments which 

are defined as the level at which the Credit Union develops and documents a systematic method for 

determining its allowance for loan losses. The Credit Union's loans are segmented into the following 

segments:  

 

Residential Real Estate – Residential real estate loans consist of fixed rate mortgages and home 

equity lines of credit.  

 

Consumer – Consumer loans consist of new and used automobiles, both direct and indirect, as well 

as recreational vehicles, unsecured loans, and to a lesser extent share secured and student loans.  

 

Historical loss percentages are applied to each portfolio segment to determine the allowance for loan losses. 

At September 30, 2023 and 2022, the historical loss percentages were based on average charge offs for the 

previous 24 months. 

 

Based on the Credit Union's analysis of impaired loans, the Credit Union applies additional loss amounts 

to specific loan balances, where there is a possibility that the full amount of the loan will not be recovered. 

The Credit Union has applied these additional loss estimations based on the ability of the borrower to repay 

and collateral.  

 

The following tables presents by portfolio segment, the changes in the allowance for loan losses and the 

recorded investment in loans as of and for the years ended September 30:  

 

Residential 

Real Estate Consumer Total

Allowance for loan loss:

Beginning balance  $         73,136  $       473,478  $        546,614 

Charge-offs (43,970)          (855,365)                  (899,335)

Recoveries 9,524             235,376                    244,900 

(Benefit)/provision for loan losses 2,908             576,189                    579,097 

Ending balance 41,598$         429,678$       471,276$         

Loan balance evaluated collectively 

for impairment 45,651,523$  80,673,062$  126,324,585$  

Loan balance evaluated individually

for impairment 427,930         219,365         647,295           

Total loan balances 46,079,453$  80,892,427$  126,971,880$  

2023
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NOTE 5 – ALLOWANCE FOR LOAN LOSS (CONTINUED) 

 

Residential 

Real Estate Consumer Total

Allowance for loan loss:

Beginning balance 33,630$         682,738$        $        716,368 

Charge-offs -                 (445,291)                  (445,291)

Recoveries 4,750             273,611                    278,361 

(Benefit)/provision for loan losses 34,756           (37,580)                        (2,824)

Ending balance 73,136$         473,478$       546,614$         

Loan balance evaluated collectively 

for impairment 46,605,035$  81,290,004$  127,895,039$  

Loan balance evaluated individually

for impairment 411,515         176,255         587,770           

Total loan balances 47,016,550$  81,466,259$  128,482,809$  

2022

 
Loan Portfolio Delinquency Analysis – The Credit Union assesses credit quality based on the contractual 

aging status of loans and payment activity. The following tables set forth certain information with respect 

to loan portfolio delinquencies by loan class and amount as of September 30: 

 

0 - 30 days 31 - 60 days 60-89 days 90 days + Total loans

Residential real estate 45,874,946$    87,222$           -$                117,285$         46,079,453$    

Consumer 79,917,960      641,529           113,573           219,365           80,892,427      

Total 125,792,906$  728,751$         113,573$         336,650$         126,971,880$  

0 - 30 days 31 - 60 days 60-89 days 90 days + Total loans

Residential real estate 46,686,564$    238,327$         9,774$             81,885$           47,016,550$    

Consumer 80,826,871      410,814           62,446             166,128           81,466,259      

Total 127,513,435$  649,141$         72,220$           248,013$         128,482,809$  

2023

2022

 
Loans on Nonaccrual Status – The Credit Union places loans on nonaccrual status when the full and timely 

collection of interest or principal becomes uncertain, part of the principal balance has been charged off and 

no restructuring has occurred or the loans reach a certain number of days past due. All loans are placed on 

nonaccrual status once they are greater than 90 days past due. The Credit Union considers these loans to be 

“non-performing” loans. Payment activity is reviewed by management on a monthly basis to determine 

how loans are performing.  

 

When the Credit Union places a loan on nonaccrual status, the Credit Union reverses the accrued unpaid 

interest receivable against interest income and accounts for the loan on the cash or cost recovery method, 

until it qualifies for return to accrual status. Generally, the Credit Union returns a loan to accrual status 

when all delinquent interest and principal becomes current under the terms of the loan agreement. 
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NOTE 5 – ALLOWANCE FOR LOAN LOSS (CONTINUED) 

 

The Credit Union has determined that the entire balance of a loan is contractually delinquent for all classes 

if the minimum payment is not received by the specified due date on the member's statement. Interest and 

fees continue to accrue on past due loans until the date the loan goes into nonaccrual status, if applicable. 

The following table represents the loans by class on nonaccrual status as of September 30: 

 

2023 2022

Carrying Carrying 

Amount Amount

Residential real estate 117,285$         81,885$           

Consumer 219,365           166,128           

Total 336,650$         248,013$         

 
Impaired Loans – An impaired loan generally is one for which it is probable, based on current information, 

that the Credit Union will not collect all the amounts due under the contractual terms of the loan and such 

loans are individually evaluated for impairment. When the Credit Union classifies a problem asset as 

impaired, it provides a specific reserve for that portion of the asset that is deemed uncollectible. 

 
The following summarizes impaired loans by portfolio segment as of and for the years ended September 

30: 

 

Without an With an Associated 

Allowance Allowance Total Allowance

Residential real estate 133,594$         294,336$         427,930$         26,663$           

Consumer 219,365           -                  219,365           -                  

Total 352,959$         294,336$         647,295$         26,663$           

Without an With an Associated 

Allowance Allowance Total Allowance

Residential real estate 57,956$           353,559$         411,515$         73,136$           

Consumer 176,255           -                  176,255           -                  

Total 234,211$         353,559$         587,770$         73,136$           

Carrying amount of impaired loans

2023

2022

Carrying amount of impaired loans

 
The following is a summary of troubled debt restructurings as of September 30: 

 

Number of Unpaid Principal Number of Unpaid Principal

Loans Balance Loans Balance

Residential real estate 4                      310,645$         5                      329,630$         

Consumer -                  -                  1                      10,127             

4                      310,645$         6                      339,757$         

2023 2022
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NOTE 6 – PROPERTY AND EQUIPMENT 

 

Property and equipment is summarized as follows as of September 30: 

 

2023 2022

Building 4,150,736$    4,100,800$    

Leasehold improvements 1,754,076      1,749,126      

Furniture and equipment 3,615,415      3,419,082      

Construction in process -                 39,052           

       9,520,227        9,308,060 

Less: accumulated depreciation (6,299,546)     (5,926,024)     

3,220,681$    3,382,036$    

 
NOTE 7 – MEMBERS' SHARES AND SAVINGS ACCOUNTS 

 

A summary of member shares and savings accounts is as follows as of September 30: 

 

2023 2022

Shares  $   53,180,035 60,255,629$    

Club and other savings       13,167,066 16,139,718

Money markets       12,649,846 16,672,629

Demand deposits       42,355,229 43,637,398

Certificates of deposit       38,584,449 20,307,160

Individual retirement accounts         1,603,597 2,351,123

Non-member certificates                      -           1,947,000 

 $ 161,540,222  $ 161,310,657 

 
A summary of certificate accounts by maturity is as follows as of September 30, 2023: 

 

Within one year 33,330,894$    

One to three years 5,056,386        

More than three years 197,169           

38,584,449$    

 
The aggregate amount of time deposits which exceed $250,000 as of September 30, 2023 and 2022 is 

approximately $6,745,000 and $2,557,000, respectively. 

  

Certain officers and directors of the Credit Union have deposits with the Credit Union. Deposits held by 

officers and directors totaled $183,532 and $158,616 at September 30, 2023 and 2022, respectively. 
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NOTE 8 – FAIR VALUE MEASUREMENTS 

 

The following table details the financial instruments carried at fair value on a recurring basis and indicates 

the fair value hierarchy of the valuation techniques utilized by the Credit Union to determine the fair value 

at September 30: 

 

Fair Value Level 1 Level 2 Level 3

Available for sale:

Mortgage backed securities 4,207,455$    -$               4,207,455$    -$               
Federal agency collateralized 

mortgage obligations 1,525,371      -                 1,525,371      -                 

U.S. agency securities 4,656,396      -                 4,656,396      -                 

Asset-backed securities 149,931         -                 149,931         -                 
Private issue collateralized mortgage 

obligations 94,933           -                 94,933           -                 

10,634,086$  -$               10,634,086$  -$               

Fair Value Level 1 Level 2 Level 3

Available for sale:

Mortgage backed securities 4,356,235$    -$               4,356,235$    -$               
Federal agency collateralized 

mortgage obligations 2,407,208      -                 2,407,208      -                 

U.S. agency securities 4,196,200      -                 4,196,200      -                 

Asset-backed securities 185,583         -                 185,583         -                 
Private issue collateralized mortgage 

obligations 109,822         -                 109,822         -                 

11,255,048$  -$               11,255,048$  -$               

2023

2022

 
The following table details the financial instruments carried at fair value on a nonrecurring basis and 

indicates the fair value hierarchy at September 30:   

 

Fair Value Level 1 Level 2 Level 3

Impaired loans 647,295$       -$               -$               647,295$       

Mortgage servicing rights 577,431$       -$               -$               577,431$       

Fair Value Level 1 Level 2 Level 3

Impaired loans 587,770$       -$               -$               587,770$       

Mortgage servicing rights 576,843$       -$               -$               576,843$       

2023

2022

 
A summary of the changes in mortgage servicing rights are as follows for the years ended September 30: 
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2023 2022

Balance, beginning of year, net 576,843$         472,131$         

Servicing assets recognized 43,504             154,544           

Amortization of servicing assets (42,916)           (49,832)           

Balance, end of year 577,431$         576,843$         

 
NOTE 9 – EMPLOYEE BENEFITS  

 

Defined Contribution 401(k) Plan – The Credit Union has a defined contribution 401(k) plan (the “Plan”). All 

full-time employees of the Credit Union are eligible to participate upon attaining 21 years of age. All part-

time employees of the Credit Union are eligible to participate upon completing one year of service and 21 

years of age. Employee contributions to the plan are subject to certain limits established by the Internal 

Revenue Service. Participants are always 100% vested in all their voluntary contributions. The Credit Union 

may make a discretionary matching contribution each year at the discretion of the Board of Directors. If 

approved by the Board of Directors, the Credit Union’s discretionary matching contributions vest in equal 

percentages (20% per year) beginning with the completion of two years of service and become fully vested at 

the completion of six years of service. There were no contributions to the plan during the years ended 

September 30, 2023 and 2022. 

 

Deferred Compensation Plan – The Credit Union maintains a nonqualified deferred compensation plan 

established under Section 457(b) of the Internal Revenue Code for a senior executive of the Credit Union. 

The Credit Union does not contribute to this plan. The deferred compensation amounts are shown as both 

assets and liabilities in the Credit Union’s consolidated Statements of Financial Condition and are available 

to creditors in the event of the Credit Union’s liquidation. The balance of the deferred compensation assets 

under this plan is classified as prepaid and other assets and was approximately $118,000 and $107,000 as 

of September 30, 2023 and 2022, respectively. 

 

The Credit Union has entered into split dollar insurance agreements with a senior executive. One agreement 

is a collateral endorsement arrangement and the other is a collateral assignment arrangement. The 

agreements involve a method of paying for insurance coverage for the executive by splitting the elements 

of the life insurance policy. Under the collateral endorsement arrangement, the Credit Union is the owner 

of the policy, which is used to fund premiums for a collateral assignment arrangement split dollar policy 

by borrowing against the value of the Credit Union owned policy. The recorded value (net of the loan) was 

approximately $615,000 and $590,000 as of September 30, 2023 and 2022 respectively. 

 

Under the collateral assignment arrangement, the executive is the owner of the policy and makes a collateral 

assignment to the Credit Union in return for a loan equal to the amount of premiums paid on behalf of the 

executive plus accrued interest at a specified rate. At the time of death, the Credit Union will be repaid the 

loan amount plus accrued interest and the balance of the insurance benefit will be paid to the executive’s 

designated beneficiary. The total loan balance under this agreement is classified as prepaid and other assets 

and was approximately $3,309,000 and $3,270,000 as of September 30, 2023 and 2022, respectively. Under 

the terms of the arrangement, the executive is responsible for any difference between the loan amounts and 

the cash surrender values. 

 

NOTE 10 – DEFINED BENEFIT PENSION PLAN 

 

The Credit Union sponsors a defined benefit pension plan that covers substantially all of employees. The 

plan calls for benefits to be paid to eligible employees at retirement based primarily upon years of service 

with the Credit Union and compensation rates near retirement. Contributions to the plan reflect benefits 

attributed to employees’ services to date, as well as services expected to be earned in the future. 
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (CONTINUED) 

 

The following sets forth the funded status of the plan included in the accompanying consolidated Statements 

of Financial Condition as of September 30, 2023 and 2022 and other key information for the plan as of and 

for the years ended September 30; 

 

2023 2022

Net pension assets:

Fair value of plan assets 12,944,244$  11,613,539$  

Projected benefit obligation (6,349,034)     (6,105,863)     

Funded status 6,595,210$    5,507,676$    

2023 2022

Accumulated benefit obligation (5,944,262)$   (5,780,584)$   

 
Service costs are included in compensation and benefit expense, while other components of net periodic 

pension cost are included in the other expenses line item in the Credit Union’s consolidated Statements of 

Operations. The following tables set forth the components of net periodic benefit cost and amounts 

recognized in other comprehensive income/(loss):  

 

2023 2022

Components of net periodic pension (benefit)/cost:

Service cost 200,525$       317,193$       

Interest cost 324,047         252,012         

Expected return on plan assets (730,598)        (825,987)        

Amortization of unrecognized loss 222,021         141,384         
Net periodic pension (benefit)/cost 15,995$         (115,398)$      

 
2023 2022

Recognized in accumulated other comprehensive loss:

Unrecognized net loss (2,315,781)$   (3,419,310)$   

 
The total (income)/loss recognized in other comprehensive loss approximated ($1,104,000) and $622,000 

for the years ended September 30, 2023 and 2022, respectively. The total (income)/loss recognized in net 

periodic pension cost and other comprehensive loss approximated $1,088,000 and $(507,000) for the years 

ended September 30, 2023 and 2022, respectively. 

 

The assumptions used to develop the net period pension cost were as follows for the years ended September 

30; 

 

2023 2022

Discount rate 5.40% 2.95%

Expected long-term rate of return on plan assets 7.00% 7.00%

Weighted-average rate of compensation increases 2.00% 2.00%

Amortization method Straight-Line Straight-Line

 
  



 

23 

NOTE 10 – DEFINED BENEFIT PENSION PLAN (CONTINUED) 

 

The assumptions used to develop the periodic benefit obligation were as follows for the years ended 

September 30; 

 

2023 2022

Discount rate 5.85% 5.40%

Weighted-average rate of compensation increases 2.00% 2.00%

 
The discount rate is determined annually by Credit Union management based on historical data provided 

by its actuary. The long-term rate of return on assets is determined by applying historical average 

investment returns from published indexes relating to the current allocation of assets in the portfolio. 

 

The Credit Union’s Board of Directors has established an investment policy for the Benefit Plan. The 

general investment principles of the policy require that investments be made solely in the interest of the 

beneficiaries, that the Benefit Plan be invested with care, skill, prudence, and diligence, that the Benefit 

Plan be reasonably diversified to reduce the risk of large losses, that the Board of Directors may employ 

one or more investment managers to attain plan objectives, and that cash is to be employed productively at 

all times. The investment management policy of the Benefit Plan requires the investment managers to 

preserve capital, ensure that the risk is commensurate with the given investment style and objectives, and 

to adhere to the investment management styles for which the investment manager is hired. The goals of 

each investment manager are to meet or exceed the market index or benchmark selected by the Board of 

Directors and to display an overall level of risk in the portfolio that is consistent with the established 

Benchmark. 

 

Benefit payments made during the years ended September 30, 2023 and 2022 approximated $96,000 and 

$302,000, respectively. The following table sets forth the expected benefit payments as of September 30, 

2023: 

Year ending September 30, Amount

2024 360,000$       

2025 820,000         

2026 410,000         

2027 320,000         

2028 350,000         

2029-2033 2,320,000      

Total 4,580,000$    

 
The Credit Union contributed $-0- and $1,500,000 to the plan during the years ended September 30, 2023 

and 2022, respectively. The Credit Union does not expect to contribute to the plan during the year ended 

September 30, 2023.  

 

The Credit Union’s weighted-average asset allocations by asset category are as follows as of September 30: 

 

2023 2022

Asset category:

Equity securities 1.8% 64.7%

Fixed income 98.2% 35.3%

100.0% 100.0%
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NOTE 10 – DEFINED BENEFIT PENSION PLAN (CONTINUED) 

 

The fair value of the Credit Union’s pension plan assets by asset class are as follows: (the three levels of 

input used to measure fair value are more fully described in Note 1) at September 30: 

 

Fair Value Level 1 Level 2 Level 3

Equity securities 228,869$       228,869$       -$               -$               

Fixed income 12,715,375 12,715,375    -                 -                 

12,944,244$  12,944,244$  -$               -$               

Fair Value Level 1 Level 2 Level 3

Equity securities 7,511,434$    7,511,434$    -$               -$               

Fixed income 4,102,105 4,102,105      -                 -                 

11,613,539$  11,613,539$  -$               -$               

2022

2023

 
NOTE 11 – COMMITMENTS AND CONTINGENCIES  

 

The Credit Union is a party to conditional commitments to lend funds in the normal course of business to 

meet the financing needs of its members. These commitments represent financial instruments to extend credit 

which include lines of credit, credit cards and home equity lines that involve, to varying degrees, elements of 

credit and interest rate risk in excess of the amount recognized in the consolidated financial statements. 

 

The Credit Union’s exposure to credit loss is represented by the contractual or notional amount of those 

instruments. The Credit Union uses the same credit policies in making commitments as it does for loans 

recorded in the consolidated financial statements. 

 

The following is a summary of financial instruments whose contract terms represent credit risk as of 

September 30: 

 

2023 2022

Home equity lines of credit 7,635,287$    10,098,740$  

Credit cards 13,513,524    14,034,017    

Unsecured share draft lines of credit 271,374         1,175,119      

21,420,185$  25,307,876$  

 
Commitments to extend credit are agreements to lend to a member as long as there is no violation of any 

condition established in the contract. Commitments generally have fixed expiration dates or other 

termination clauses and may require payment of a fee. Since many of the commitments are expected to 

expire without being drawn upon, the total commitment amounts do not necessarily represent future cash 

requirements. The Credit Union evaluates each member’s creditworthiness on a case-by-case basis. The 

amount of collateral obtained if deemed necessary by the Credit Union upon extension of credit is based on 

management’s credit evaluation of the counterparty. Collateral held generally consists of certificates of 

deposit, share accounts, automobiles, and real estate. 

 

Lines of Credit – The Credit Union had available a $20,900,000 line of credit with Alloya Federal Credit 

Union at September 30, 2023. Any borrowings under these lines of credit would be fully secured by the 

assets of the Credit Union. At September 30, 2023 and 2022, the Credit Union had no borrowings 

outstanding against the lines of credit. 
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NOTE 11 – COMMITMENTS AND CONTINGENCIES (CONTINUED) 

 

The Credit Union is approved for access to the Federal Reserve Bank (“FRB”) discount window. Under the 

terms of this agreement, the Credit Union is able to borrow on pledged collateral according to the 

percentages published in the current “Federal Reserve Discount Window and Payment System Risk 

Collateral Margins Table” which is available on the Federal Reserve Bank’s website. The value of pledged 

investment securities as of September 30, 2023 and 2022, was approximately $780,000 and $744,000, 

respectively. As September 30, 2023 and 2022, the Credit Union had no outstanding borrowings with the 

FRB. 

 

The Credit Union has a credit facility available from the Federal Home Loan Bank of Boston ("FHLB"). 

Advances taken under the terms of this credit facility are secured by the Credit Union's pledged owner-

occupied mortgage loan portfolio, the FHLB stock certificates and any funds on deposit with the FHLB. Under 

the terms of the FHLB credit facility, at September 30, 2023, the Credit Union had the ability, upon purchasing 

additional FHLB stock to borrow funds of approximately $985,576. At September 30, 2023 and 2022, the 

Credit Union had $1,500,000 in borrowings outstanding against the lines of credit. 

 

The outstanding balances, maturities, and interest rates of FHLB advances are as follows at September 30: 

 

Maturity Date

Interest 

Rate 2023

Federal Home Loan Bank 2/14/2024 5.62% 500,000$       

Federal Home Loan Bank 8/15/2025 5.14% 1,000,000      

Total borrowings 1,500,000$    

Maturity Date

Interest 

Rate 2022

Federal Home Loan Bank 10/1/2022 2.17% 500,000$       

Federal Home Loan Bank 10/28/2022 2.69% 1,000,000      

Total borrowings 1,500,000$    

 
Legal – The Credit Union is a party to various legal actions normally associated with financial institutions, 

the aggregate effect of which, in management's opinion, would not be material to the financial condition of 

the Credit Union.  
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NOTE 12 – LEASES 

  

The Credit Union has entered into various leasing agreements with different terms and payments through 

2028.  As of September 30, 2023, operating lease right of use assets are $437,211 and operating lease liabilities 

are $440,843. Operating lease costs for the year ended September 30, 2023 are $136,876. The weighted 

average discount rate is 4.30%.  

 

The following table represents the undiscounted lease payments due on operating leases, along with a 

reconciliation to the discounted amount recorded in the consolidated Statements of Financial Condition at 

September 30:  
 

2024 140,927$       

2025 123,593         

2026 88,927           

2027 88,927           

2028 37,053           

Total 479,427         

Less discount (38,584)          

Present value of lease liabilities 440,843$       

 
NOTE 13 – REGULATORY CAPITAL  

 

The Credit Union is subject to various regulatory capital requirements administered by the NCUA. Failure 

to meet capital requirements can initiate certain mandatory – and possible additional discretionary – actions 

by regulators that if undertaken, could have a direct material effect on the Credit Union’s consolidated 

financial statements. Under capital adequacy 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 principles. 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 table below) of net worth to total assets (as defined).  

 

As of September 30, 2023, the most recent call reporting period, 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 7.00% of assets. There are 

no conditions or events since that notification that management believes have changed the Credit Union’s 

category. For regulatory purposes, the Credit Union is required to add the retained earnings of Middlesex 

Healthcare Federal Credit Union (MHFCU) at the time of merger to its retained earnings to calculate the 

regulatory net worth ratio. MHFCU’s retained earnings at the time of merger was $1,033,234. 
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NOTE 13 – REGULATORY CAPITAL (CONTINUED) 

 

The Credit Union's actual regulatory amounts and ratios are as follows as: 

 

Net Worth Amount Ratio Amount Ratio Amount Ratio

At September 30, 2023  $ 12,474,557 7.15%  $ 10,471,071 >/= 6.00%  $ 12,216,249 >/= 7.00%

At September 30, 2022  $ 12,010,925 7.03%  $ 10,304,655 >/= 6.00%  $ 12,022,098 >/= 7.00%

September 30, 2023

Provisions

Corrective Action

under the Prompt

To be well capitalized

Actual

Corrective Action

To be adequately capitalized

under the Prompt

Provisions

 
 

 

NOTE 14 – EMPLOYEE RETENTION CREDIT 

 

The Coronavirus Aid, Relief, And Economic Stability Act (“CARES Act”) provides an employee retention 

credit ("ERC"), which is a refundable tax credit against certain employment taxes. The Credit Union applied 

for approximately $980,000 during the year ended September 30, 2023, which was recognized in other non-

interest income in the consolidated Statements of Operations. 
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