2020 REPORT TO OWNERS

THIS IS YOUR

Virtual
Annual Meeting

WEDNESDAY, JULY 15, 2020

Ames • Boone • Eldora • Iowa Falls • Marshalltown • Traer
www.MEMBERS1st.com • (800) 245-6199

Agenda
Determination of Quorum Present
Call to Order
Welcome and Introductions
Approval of Minutes from July 17, 2019 meeting
Approval of Written Reports

Chairperson’s Report
Treasurer’s Report
Chief Executive Officer’s Report
Audit Committee Report
Credit Committee Report

Report of the Chairman of the Board
CEO Report
Unfinished Business
New Business
Election of New Directors
Adjournment

Who Can You Share
Your MEMBERS1st
Membership With?
Consanguinity:
Blood relative

Grandparent
Parent
Children
Grandchildren
Brother
Sister
Nephew
Niece

Uncle
Aunt
Great Grandparent
Great Grand Children

And remember... once you join MEMBERS1st, you can
maintain your membership no matter where you live or work!

Affinity:

Relationship ties other than by
blood (marriage,co-habitation, etc.)
Spouse
Domestic partner
Grandparent of spouse
Parent-in-law
Adopted/Step Children
Adopted/Step Grand Children
Brother-in-law
Sister-in-law

Nephew of spouse
Niece of spouse
Uncle of spouse
Aunt of spouse
Great Grandparent of spouse
Great Grand Children of spouse

Chairman’s Report
Dr. Randy Swarts

Chairman of the Board

I am happy to report that the credit union had
an outstanding year in 2019. As noted in our
Treasurer’s Report, our financial performance
was stellar. We also made critical progress in
several areas to better serve our members and
position us for the future.
In early 2019, we welcomed the members of the
ETS Credit Union in Eldora into membership
at MEMBERS1st. By the end of the year,
we also opened a branch at the JBS plant
in Marshalltown, beginning an important
relationship to help better serve the diverse
population in Marshalltown.
Recognizing that several of our buildings are the
worse for wear, we began a program to address
some deferred maintenance issues and identify
resources for replacement or upgrading of three
of our larger offices.
The sunsetting of Windows 7 in January of
2020 required a year-long project replacing
virtually every computer and ATM the credit
union-owned. We dipped our toes into newer
technology waters by installing two new cash
recycling machines to assist our tellers at Center
Street and JBS.

After an admittedly rough start with our new
plastic card vendor, we are now pleased to be
able to offer broader services to our cardholders
including Apple Pay, Google Pay, and Samsung
Pay for both debit and credit cards; cash advance
technologies at all branches; instant-issue
debit cards; card controls within our mobile
app; advance card control capabilities through
SecurLOCK mobile app; and an in-house
credit card program housed within our online
banking.

participated in many community events and
supported many local charities and causes with
bake sales, food drop-off sites, park clean-ups,
sponsorships, and volunteer hours. Additionally,
we gathered hundreds of winter garments
for school children and two loads of toys for
Toys for Tots. We donated funds to Habitat for
Humanity and Toys for Tots as well as many
other deserving local organizations. We funded
seven $1000 scholarships for young members of
our credit union.

Maintaining a high standard of services to our
member-owners is one of the most important
concerns of the board. We have hired more
bilingual staff members to meet the needs
of our diverse membership. At the center of
excellent service is effective training. In 2019, we
hired a new trainer to focus on getting our new
employees up to speed, as well as broaden the
expertise of our other staff members. Leadership
training for all supervisors provided a base for
more effective and informed decision-making.

Our credit union is as vital and vibrant as ever.
As member-owners, you can be proud of the
impact that your participation in MEMBERS1st
has on the well-being of our communities and
the important financial alternative we provide in
each town we serve.

Enhancing our communities is critical to our
member-owners as well as to the long-term
survival of our community-based organization.
I am pleased to report that in 2019, we

We are honored that you choose to entrust us
with your financial needs. Please continue to
share the benefits of credit union membership
with your family and friends so that we continue
our important mission within central Iowa.

CEO’s Message
Janet Borer

CEO

2019 turned out to be a spectacular year
for MEMBERS1st! If you have not done so
already, please read the committee reports and
Chairman’s Report, which are chalked full of
good news. At the end of all this celebrating, we
turn our attention toward 2020, and what we
need to do to continue to enjoy the success we
have experienced in recent years.
A consultant recently suggested that
MEMBERS1st is at “that awkward stage”…
still operating like a hometown credit union,
all the while being challenged to meet the
ever-demanding expectations of consumers.
“Awkward” is kind of an unpleasant
characterization in my book, so I choose to
use the word “adolescence.” The adolescent
still maintains the innocence and enthusiasm
of youth but clearly is on a journey to full
actualization.
So, too, is MEMBERS1st seeking the full
actualization of it’s potential by focusing on
maturing its product and service offerings, it’s
delivery, it’s organizational structure, and its
business acumen. In 2020, we turn our focus
toward making service more seamless and
utilizing technology where it makes sense to do

so. Given our limited resources, we must make a
strong commitment to this in order to gain the
efficiencies we need to assure the future viability
of this fine organization.
Making the member experience frictionless is
critical. We own the fact that we still have
some clunky delivery, and we must do better.
In 2020, we plan to further integrate our
communications to provide better access for our
members. While our phone system has helped
with this to some degree, we will be seeking a
new, more reliable vendor partner to help with
seamless integration of all communication
venues including phone, chat, SMS text, video
conferencing, and audio conferencing.
Because a growing number of members do their
banking via mobile device, we will continue
to tweak our mobile app to provide a better
member experience. We just released one
upgrade in June with a second large upgrade
coming out in early 2021. We also continue
to improve our member experience through
remote document signing from home or work.
Because of COVID-19, we recently instituted an
appointment system which allows our members
to schedule appointments online or by calling
so they know someone will be available when

they arrive at our branches. Early reviews are
positive with members enjoying the certainty of
being able to talk to their favorite employee while
keeping all of us safe from possible infections
associated with overcrowded lobbies and long
wait times.
We are studying the deployment of our ATMs
and other technologies to make our business
more efficient. COVID-19 has taught us that
cash services will probably never be the same
as consumers and employers shift to more
contactless solutions. Self-service for transactions
gives us an opportunity to devote more of our
staff to providing support to the growing number
of member-owners who like to discuss their
business one-on-one, either in person, over the
phone, or via computers or mobile devices. This
shift in consumer preferences will necessarily
require that all of us become familiar with new
ways of doing business so we are able to utilize
our limited resources to provide the best overall
value to our member-owners.
Lastly, the input of our member-owners is crucial.
In 2020, we will actively be soliciting suggestions
for how we can make the member experience
more frictionless and better tailored to our
component membership groups. If you have an
interest in being a part of a focus group regarding
member experience, please let me know. If
focus groups aren’t your thing, visit our online
suggestion box or drop me an email at
(janetb@members1st.com) with your ideas.
Thank you for your business and your
participation as member-owners.

Treasurer’s

Report

John Narigon

Treasurer

BALANCE SHEET

INCOME STATEMENT

We had a banner lending year in 2019, funding
over $75 million in new loans for our members.
Outstanding loans increased 3.84% over
2018, which resulted in a year-end total of
$119,085,567. Those new member deposits that
were not lent out were kept in cash or invested in
CDs, causing a small increase in the net of those
two line items.

Total income increased by 10.07% in 2019.
Much of the increase came from better rates on
investments and loans made by the credit union.
Expenses at the credit union increased in part
due to the growth of the credit union itself,
including additional staffing and the addition of
needed office space. A large increase in reserve
expense, including the allowance for loan loss,
was required due to the brisk growth of the loan
portfolio over the past several years. The large
increase in other expenses primarily reflects a
loss in the value of a piece of commercial real
estate leftover from an old loan gone bad.
Because of our strong financial performance,
dividends paid to members in 2019 increased
by 47.58% over 2018.

Deposits grew 4.48%, outstripping loan growth
for the first time in several years. By year’s
end, our member-owners held $156.8 million
on deposit at MEMBERS1st. In 2019, 76% of
our deposits were used to fund loans for our
members. While this is a strong number, we
continually strive to strengthen it because the
credit union works best for everyone when the
members’ deposits are lent to members who are
seeking credit.
We ended the year with $177,730,911 in total
assets for asset growth of 4.7% year over year.
Our net worth, which provides a cushion for us
in hard times, grew to 11.21%, which compares
very favorably with our peers and leaves us in a
position of strength entering 2020.

Net income for the year totaled $1,331,460, a
10.84% increase over the prior year. Return on
average assets for the year was 0.83%, reflecting
a very successful year in 2019.
Thank you for your patronage. Your participation
creates the momentum necessary to keep the
credit union healthy, including being able to offer
loans at great rates, competitive savings rates, low
fees, and service the way you like it.

Audit Committee Report
Tami Lichtenberg,

Audit Committee Chairperson

During 2019, the Audit Committee consisted
of Tami Lichtenberg, Noemi Calderon, and
Craig Markley. The primary duty of the Audit
Committee is to ensure that the books, records,
and practices of the credit union comply with
state regulations and credit union policies.
In 2019, the Audit Committee employed
Gardiner Thomsen, a CPA firm, to review and
test our processes, procedures, and controls
through an Agreed Upon Procedures Audit.
This included audits of loan files, special
accounts, and operational procedures, as well
as cash counts at our nine branches. An annual
audit of our financial statements and accounting
is also conducted by Gardiner Thomsen.
The Audit Committee reviewed the findings and
management responses to the findings for both
of these audits. It concluded that there were no
major issues and that the responses adequately
addressed any concerns.
In 2019, the credit union again hired
PolicyWorks, a division of the Iowa Credit
Union League, to review policies and procedures
to determine compliance with the Secure and
Fair Enforcement for Mortgage Licensing Act
and The Bank Secrecy Act/Office of Foreign
Assets Control. Both reports indicated that the

credit union has sound policies and procedures
in place.
Because protecting our members’ information
is of primary importance, MEMBERS1st utilized
the services of SHAZAM to do a full IT audit
at the credit union. The audit indicated that the
credit union has very effective controls in place.
Recommendations for improvements are being
discussed with our IT consultants, and a plan of
action is being formulated to implement these
suggestions. An ACH audit was conducted by
PolicyWorks to review and test our procedures
around electronic transactions. That audit, too,
was reviewed by the Audit Committee and
revealed no major concerns.
The Iowa Credit Union Division, our regulatory
agency, conducts a periodic examination of our
credit union, usually annually. The most recent
report was dated 12/31/19. The report indicated
no major concerns. This year, there was also
heavy emphasis on CyberSecurity and the credit
union’s management of IT security. The report
and the response were reviewed by the Audit
Committee. The report indicated the credit
union appears to be healthy and well-managed,
and it noted continued improvement in the
performance of the organization.

Credit Committee Report
Joel McAnulty

Credit Committee Chairperson

Members of the Credit Committee in 2019
were Joel McAnulty, Terri Leavy, and Dan
Aastrup. The Credit Committee is charged
with overseeing the lending practices, lending
strategies, loan product development, risk
management, and loan policies of the
credit union.
After many years of double-digit growth,
2019 showed a slowing of loan growth, not
because of decreased activity but because of
accelerated payoffs of loans. MEMBERS1st had
a record-breaking year for new loans, booking
5959 new loans (a 16% increase over 2018) for
a total of $75.3 million. Because of the many
payoffs, though, the loan portfolio grew a
modest 3.79% for a total outstanding balance
of $119.1 million. By the end of the year, almost
76% of your deposits were lent out to other
members. We continue to strive to lend at least
80% of our deposits to other members because
doing so helps the credit union meet its financial
goals, as well as provides for the necessary
improvements to keep our credit union vibrant
and strong.

Only 0.56% of MEMBERS1st’s loans were
delinquent by the end of 2019. This continues
to be a lower delinquency rate than other credit
unions our size experience. We charged-off
$413,709 in loans in 2019, which accounts for
about 0.32% of the average loans on the books.
We also recovered $44,192 of charged-off
repayments as members worked to make good
on old written-off loans.
Eight of our members filed for bankruptcy in
2019, but we experienced no losses from this
group since these members chose to continue
to pay on their loans. We continue to work
with members who find themselves in difficult
circumstances to come up with solutions that
work for both them and the credit union.
On behalf of the Credit Committee, I would like
to express our deepest appreciation for those of
you using our credit services. We continue to
have plenty of dollars to lend, and we ask that
you think of us first for your loan needs and
also that you let your family and neighbors
know that the credit union is a great place
to do business.

Consolidated Income
Statement Comparison
INCOME

12/31/2018

12/31/2019

Variance

Loan Interest ................................................................................. $4,416,655................................... $5,069,679 ............................................. 14.79%
Investment Income ..................................................................... $1,027,772 .................................. $ 1,214,660 ............................................ 18.18%
Other Income ................................................................................ $1,784,223 .................................. $ 1,672,024.............................................-6.29%
Total Income ............................................................................... $7,228,649 .................................$ 7,956,363.......................................... 10.07%

EXPENSES
Employee Comp ........................................................................... $2,435,234 .................................. $ 2,539,206 ............................................. 4.27%
Travel & Conferences ................................................................. $
57,314 ................................. $
79,950 ...........................................39.49%
Office Occupancy ......................................................................... $ 332,030 ................................. $ 376,813 ........................................... 13.49%
Office Operations ........................................................................ $ 880,815 ................................. $ 922,855 ............................................. 4.77%
Prof & Outside Service .............................................................. $ 572,404 ................................. $ 536,293 ........................................... -6.31%
Educ & Promo/Annual Mtg ....................................................... $ 202,582................................... $ 207,162 .............................................2.26%
Additions to Reserves ................................................................ $ 531,263 .................................. $ 657,788 ...........................................23.82%
Loan Servicing .............................................................................. $ 537,416 .................................. $ 437,578 ......................................... -18.58%
Other ............................................................................................... $
47,719 .................................. $ 231,721 ........................................ 385.59%
Total Operating Expense ......................................................... $5,596,777 .................................$5,989,366 ............................................ 7.01%

NENet Income Before Dividends .................................................. $ 1 ,631,872 ................................. $ 1,966,997 ............................................20.54%

Minus Cost of Funds (dividends & interest) ........................ $ (430,644) ................................ $ (635,537) .......................................... 47.58%

Net Income................................................................................... $1,201,229 .................................$1,331,460.......................................... 10.84%

Consolidated Statement
of Financial Condition Comparison
ASSETS
Loans.....................................................................................................
Loan Loss Allowance.........................................................................
Cash.......................................................................................................
Investments.........................................................................................
Prepaid Expense................................................................................
Fixed Assets.........................................................................................
Accrued Income..................................................................................
NCUA Capitalization..........................................................................
Other......................................................................................................

12/31/2018

12/31/2019

Variance

$114,687,092............................. $119,085,567 ..................................... .3.84%
$ (605,643)........................... $ (783,914) .................................... 29.44%
$ 7,463,730 ........................... $ 6,829,644 .................................... -8.50%
$ 44,002,162 ............................ $ 48,163,365 .......................................9.46%
$
132,387 ............................ $
102,700 ................................... -22.42%
$ 1,779,012 ............................ $ 1,863,258 ....................................... 4.74%
$
371,615 ............................ $
370,051 .....................................-0.42%
$ 1,473,032 ............................ $ 1,562,060 ...................................... 6.04%
$
456,018 ............................ $
538,180 .....................................18.02%

Total Assets...................................................................................... $169,759,406 ......................... $177,730,911 ..................................... 4.70%

LIABILITIES
Accounts Payable...............................................................................
Taxes Payable......................................................................................
Accrued Expenses..............................................................................
Other Liabilities..................................................................................
Deposits................................................................................................
Reserves...............................................................................................
Undivided Earnings...........................................................................
YTD Earnings........................................................................................
Unrealized Gain/Loss .......................................................................

$ 1,180,590............................. $
586,731 .................................. -50.30%
$
102,754............................. $
90,497 ....................................-11.93%
$
274,798 ............................ $
320,432 ..................................... 16.61%
$
(18,704) .......................... $
13,420 .................................. -171.75%
$150,076,516 ............................ $156,797,426 ...................................... 4.48%
$ 10,879,384 ............................ $ 10,989,384 ....................................... 1.01%
$ 6,063,178 ............................ $ 7,600,755 .................................... 25.36%
$ 1,201,229 ............................ $ 1,331,460 .................................... 10.84%
$
(339) ........................... $
3,811 ...............................-1224.90%

Total Liabilities & Equity.............................................................. $169,759,406.......................... $177,733,916 ..................................... 4.70%

Celebrating

Paula Steinhoff | Loan Officer
Ames Branch

26 years

25+ Years
of Service

Jerry Ober
VP Branch Operations
Admin. Center in Ames

Louise Jesina | Indirect Loan Officer
Main Office in Marshalltown

29 years

Kristen Vander Schaaf
Indirect Loan Officer
Admin. Center in Ames

25 years

26 years

Jamie Wingfield | Branch Champion
Ames Branch

26 years

Your 2019-2020

Dan Aastrup
Credit Committee

Craig Markley
Audit Committee

Noemi Calderon
Audit Committee

Board of Directors

Bethany Fisher
Secretary

Joel McAnulty
Credit Committee Chairperson

Terri Leavy
Credit Committee

John Narigon
Treasurer

Tami Lichtenberg
Audit Committee Chairperson

Randy Swarts
Chairman of the Board

