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“AN INVESTMENT IN 
KNOWLEDGE PAYS THE 
BEST INTEREST”
- Benjamin Franklin



FINANCIAL REPORTS

• The Challenge

• Who Cares About Them?

• Why Do We Need Them?

• What Are They?

• What Do They Mean?



THE CHALLENGE

• Everyone has varying backgrounds

• Financial statements are reviewed infrequently

• Different formats/chart of accounts

• Growing complexity

Presenter
Presentation Notes
Some people are not numerically inclined. Financial statements may be reviewed by staff and the board on monthly basis or more. Every credit union has their own version of financial statements, which can make it difficult to obtain training. Rules and regulations add layers of complexity when reviewing financial statements. 



WHO CARES?

• EVERYONE! (ok, maybe not everyone)

• Members

• Board of Directors

• Staff

• Regulators

• Liquidity Providers

• Insurers



WHY DO WE NEED THEM?

Accounting by federal credit unions serves many internal and external 
purposes. Comprehensive and accurate financial information is essential so 
that credit union management can make sound decisions concerning the 
operation of the credit union. Management must also account for its actions to 
members, creditors, the National Credit Union Administration in its 
supervisory capacity, and others having valid financial interests.

- NCUA ACCOUNTING MANUAL



WHAT ARE THEY?

Financial information provided to management is summarized in credit union 
financial statements which are intended to present fairly the financial position 
of the credit union at a given date, and the results of its operations for a given 
accounting period.

- NCUA ACCOUNTING MANUAL



WHAT ARE THEY?

• Balance Sheet (stock)
• “Snapshot” of the credit union’s financial position at a point in time.

• Signifies what is owned and what is owed.

• Who you are.

• Income Statement (flows)
• Summary of revenues and expenses over specified period of time.

• What you are doing.



Presenter
Presentation Notes
General ledgers funnel up to each line itemKey Asset Accounts:   - Investments   - Loans   - Fixed AssetsKey Liability Accounts:   - Member Shares   - Equity (Capital, Net Worth)Assets must equal liabilitiesExamples   - Investment Purchase   - Loan origination   - Wire in



Presenter
Presentation Notes
Measures performance over specified period (MTD, QTD, YTD)Connected to the balance sheetExamples:   - Fixed asset amortization   - Allowance for loan loss??????Non-Interest Income – Fees, interchange income



IDEAL FINANCIAL STATEMENTS

• There isn’t a one size fit all approach.

• Varies from credit union to credit union.

• Do our financial statements reflect our goals?

• Do our reports relate to our goals?

• Can we measure and track our progress?



STRATEGIC PLANNING

• Establish goals

• Every 2-3 years

• How much risk are we willing to take?

• Do we need to build capital or share it?
• Expansion?

• Asset growth?

• Major expenditures?



EXAMPLE – STRATEGIC PLANNING

• Credit Union ABC is planning to build a new office to support future growth.
• Expenses increase

• Non-earning assets increase

• Credit Union ABC should consider:
• Current capital

• Net Income

• Total fixed assets



ANALYZING THE ENVIRONMENT

• Does the balance sheet make sense for your situation?

• Factors

• Membership demographic

• Economic environment (local and national)

• Staff Expertise

Presenter
Presentation Notes
Low income membership and a high balance of unsecured loans.Low interest rates and large number of long term real estate loans.



RATIO ANALYSIS

• Helps measure financial performance

• Easier to compare to other credit unions

• Relates different parts of the financial statements to each other

• Assists in evaluating trends



KEY RATIOS

• Net Worth/Total Assets (Capital Ratio)

• Return on Assets (ROA)

• Total Loans/Total Shares
• Loan Growth

• Share Growth

• Net Interest Margin/Average Assets ((Interest Income-Interest Expense)/Average Assets)

• Efficiency Ratio (Operating Expenses/(Interest Income-Interest Expense+Non-Interest 
Income)

Presenter
Presentation Notes
Net worth – NCUA well capitalized is 7%. Measures ability to cover risks.A low efficiency ratio means that operating expenses are a smaller percentage of income. In general terms, the efficiency ratio can be interpreted as how much does it cost the credit union to create $1 of revenue.



EXAMPLE – LOAN / SHARE

• Total Loans = 852,725

• Total Shares = 1,632,158

• Loans/Shares = 852,725 / 1,632,158 = 52.25%



EXAMPLE – GROWTH RATIOS

• Formula – (Most Recent – Past)/(Past)

• Total Loans 06/30/2017 = 801,627

• Total Loans 12/31/2017 = 852,725

• Loan Growth = (852,725 – 801,627) / (801,627) = 6.37%

• Annualized Rate – convert growth into an annual rate

• Formula – (Growth Rate)*(12 / Number of Months)

• Annualized Growth Rate = (6.37%)*(12 / 6) = 12.74%



PEER ANALYSIS

• Identify weaknesses and opportunities

• Gain a better understanding of your market

• Choosing your peer group

• Geographic

• Size

• Membership demographic



NCUA FPR REPORT

• NCUA Research a Credit Union Tool

• https://mapping.ncua.gov/ResearchCreditUnion.aspx

• FPR User Guide

• https://www.ncua.gov/Legal/GuidesEtc/FPRGuides/UsersGuideFPR.pdf

https://mapping.ncua.gov/ResearchCreditUnion.aspx
https://www.ncua.gov/Legal/GuidesEtc/FPRGuides/UsersGuideFPR.pdf


CONCLUSION

• Review financial statements

• Do they represent your strategic goals?

• Is the income being generated sufficient for the risk being taken?

• Review recent trends

• How do you compare to your peers?



QUESTIONS?
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