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It is our opinion that operations within the Credit Union continue to be run in a safe manner and that the
condensed ﬁnancial reports printed in the Annual Report fairly represent the ﬁnancial position of your Credit
Union. As always, we will continue to do everything possible to merit the conﬁdence you have shown in us.

2018 Supervisory Committee Report
Ruth Ann Reteneller, Committee Chair

State and Federal Regulations as well as the bylaws of Class Act Federal Credit Union requires
the board to appoint a Supervisory Committee to oversee an ongoing audit of the Credit
Union’s operations. Members serving on the Supervisory Committee are Ruth Ann Reteneller,
Terri Boss, and Mark Hartman. Jennifer Henning, Class Act’s Chief Financial Officer, serves
as the staff liaison to our committee. Jennifer never misses an opportunity to teach us the
meaning of financial terms and how they reveal the financial condition of Class Act.

One of the primary functions of the committee is to have a comprehensive annual audit
conducted to determine that the accounting records accurately reﬂect the ﬁnancial condition of the Credit
Union. The Supervisory Committee retained the services of Doeren Mayhew to conduct our audit for the period
ending December 31, 2014. Copies of the audited ﬁnancial statements will be on ﬁle and available for review at
the Credit Union. We also retain the services of Doeren Mayhew to perform quarterly internal audits of the Credit
Union and to review operations and compliance with policies and procedures. The Credit Union also receives
periodic examinations conducted by our federal regulators. The National Credit Union Administration (NCUA)
completed their last review as of December 31, 2013; again, we received an exemplary rating.

The Supervisory Committee does not do audits itself. Rather we search for and retain the services of Certified
Public Accountants to perform these audits of the Credit Union. We retained Doeren Mayhew to conduct the
annual audit of our financial statements as of December 31, 2018. We also retained them to conduct quarterly
internal audits to review our operations and compliance with the policies and procedures adopted by our
Board of Directors.
In addition to the audits performed by Doeren Mayhew, the National Credit Union Administration (NCUA) conducts a periodic examination of Class Act
Federal Credit Union. The last examination NCUA federal regulators performed was as of June 30, 2017. At that time we received an exemplary rating,
extending our exam cycle from 12 to 18 months.
The Supervisory Committee is appointed by the Board of Directors and charged with the
responsibility for conducting an ongoing audit of your Credit Union’s operations. This is
in compliance with state and federal regulations and the approved bylaws of your Credit
Union. The members who serve on the Supervisory Committee are Linnie Maggard, Ruth
Ann Reteneller, and Arica Watkins. Chief Financial Officer, Jennifer Henning, is our staff
liaison to the Committee.

Supervisory Committee Report by Linnie Maggard, Chair

It is the conclusion of this Supervisory Committee that Class Act Federal Credit Union continues to be run in a safe manner and that the financial
report printed in the Annual Report fairly represents the financial position of your Credit Union. Our promise is to continue to work hard to merit the
confidence you have shown in us. If you ever need to reach us, our contact information is on Class Act’s website. Thank you.

Chair’s Report
Gloria Pennington, Chair
Class Act Federal Credit Union is unique in that it is strictly an education-based financial institution. Our services are exclusively available to families
of employees and students at the dozens of public and private schools, colleges and universities who make up Class Act’s field of membership. Class
Act FCU was actually created by a small group of JCPS teachers to serve teachers and other school employees in 1954. For the past 65 years the credit
union has been led by those very educators who serve as board and committee members. Our close relationship with the educational community
can be seen in our support for many school programs and activities. In the past year, Class Act has sponsored many JCPS programs including new
teacher induction, new employee orientations, middle school athletics and activities, JCPS Gives, JCPS Foundation, JCPS Bus Road-e-o, Administrator’s
Leadership Kickoff and others. The credit union is also a major sponsor of JCTA’s popular New Teacher Supply Warehouse that helps equip new teachers with the tools and
supplies they need in their classrooms. The credit union also sponsored events at Family Scholar House, Spencer County Schools, and is the primary sponsor of University
of Louisville’s Denny Crum Scholarship Golf Outing.
Class Act is a leader in financial education both directly with dozens of classroom presentations, and indirectly through financial literacy programs like Kentucky Jump$tart
and with our in-school branches at Doss and Southern high schools - The Class Act Academy of Business & Finance. The program has been a huge success helping students
learn to manage money as well as to develop job related skills that will benefit them in whatever field they may later enter. New in 2018, we made a sizeable investment in
Banzai!, an award-winning financial literacy program. With this investment, teachers from any of our member schools now have a top-quality financial literacy curriculum
at their fingertips paid for 100% by Class Act. Even more free resources are available on our homepage, www.classact.org, under the Financial Resources tab. These online
tools are available for members and non-members alike and there are programs suitable for children, young adults, as well as adults.
From a member service perspective, 2018 was indeed a busy year with over 1,400 new members joining the credit union. Over 700 members opened an Honors Checking
account to take advantage of the high yields and ATM fee refunds. One of the most encouraging trends of 2018 was the continued popularity of our Student Honors
Checking with 217 new accounts opened. With interest rates finally on the rise, members enjoyed a healthy increase in dividends as we paid over one million dollars in
dividends in 2018. Honors Checking members also received over $95,000 in ATM fee refunds during the year.
Your credit union also had a solid year in loan growth, particularly in first mortgage loans. Looking forward, loan growth remains one of our primary objectives and we
ask that you look first to Class Act for any of your borrowing needs. Thank you for your continued trust and support as a member-owner of Class Act Federal Credit Union.

President’s Report
Lynn Huether, President/CEO
We often hear Class Act members refer to the credit union as a “bank”. While we are grateful to every member who banks here, please do not mistake us
for a “bank” because there are major differences that directly lead to real tangible benefits for all our members. Let’s discover a few of those differences.
The first major difference is ownership. Credit unions are actually owned by the members who bank there. Banks are owned by stockholders, and
their stockholders expect to be paid which leads us to the second major difference. Credit unions are not-for-profit, banks are definitely for profit. The
third major difference lies in how each is governed. Credit unions are led by a volunteer board of directors, who are credit union members that are
democratically elected by the membership. As unpaid volunteers, their sole interest is in delivering value back to all of the credit union’s members. By
contrast, a bank’s board of directors consists of the largest stockholders who are motivated to make profits for their stockholders. Knowing these three differences, it’s easy
to understand why banks charge higher fees and higher loan rates, and pay lower yields on savings than credit unions.
So you may be wondering, if credit unions are not-for-profit, where does any excess revenue go? Much of those “profits” get paid back to the members in the form of better
rates and lower fees, and the rest gets invested back into the credit union to deliver the highest quality service possible. For instance, in 2018 we embarked on a very
ambitious core computer conversion project. For some time we have felt that our current banking software system’s limitations was limiting us in a number of ways. After
adding a new east end branch, opening a call center and renovating our main branch, we felt it was time to take on this exciting challenge. We spent a great deal of time
shopping, testing, and ultimately selecting just the right partner to be our core processor. In the coming months, our entire staff will be training throughout the spring and
summer getting ready for the big switch to Symitar’s Episys system which is widely considered the leader in credit union banking software. But we didn’t stop there. We
also shopped, tested, and selected a new platform for online and mobile banking which will be a huge improvement that is sure to make members happier than ever to call
Class Act their home “bank”. With all the planning that has gone into these improvements, we want our members to be excited about the transformation that is about to
take place. Members should be aware that online and mobile banking will be down over Labor Day weekend when the actual conversion takes place. When we bring the
new system up live members will be able to “See the Difference” for themselves and be rewarded with the very best in online and mobile banking services.
Just as credit unions differ from banks, so too does Class Act differ from other credit unions. Unlike other credit unions that have opened their doors to everyone, Class Act
remains committed to serving our local educational community – teachers, students, bus drivers, administrators, nutrition service workers, maintenance workers, and their
families. We are totally committed to education, and particularly financial education. That’s why in 2018 we made a large investment in Banzai!, an award-winning financial
literacy program. Class Act’s investment has made Banzai! available free of charge to the schools within our field of membership. If you are a teacher who would like to
teach smart money habits to your students, we have placed quality financial education at your fingertips – for free. We are also extremely proud of our business partnership
with the JCPS Academies of Louisville. We have sponsored the Class Act Academy of Business and Finance for the past 10 years, opening our first Class Act Academy at Doss
High School and then 2 years later we opened our second Academy at Southern High School. We provide paid summer work-study student training to nearly 25 incoming
Academy students every year. Our sponsorship in these types of programs clearly demonstrates our commitment to the educational community. We are working hard every
day to make a difference in the educational opportunities for our students, in the lives of our members and their families, and the community in which we live. That’s the
Class Act difference!

Quality Control Committee Report
Mary Ann Brumagen, Committee Chair
The Quality Control Committee is responsible for overseeing your Credit Union’s lending operations and insuring that decisions are made in the best
interest of all the members. We are happy to report that loans increased by 8.3% during 2018, closing the year with total net loans outstanding at
$121,921,954.
The Credit Union processed 3,671 loans in 2018 which represents a 7.2% decrease from 2017 totals. However, the Credit Union made loans totaling
$55,467,913 which is an increase of nearly $1.4 million over the previous year’s loan production. Although overall loan applications decreased slightly,
the Credit Union experienced modest increases in loan production in all categories – secured, unsecured, and real estate.
As a percentage of the overall loan portfolio, real estate first mortgages grew by 30%, while secured loans grew by 2%. Unsecured loan balances actually declined by nearly
4% despite the year over year increase in production. Mortgages for new home purchases surged, while demand for mortgage refinances declined in response to the rising
rate environment. Unsecured loans accounted for the highest number of loans and provided a welcome boost to the overall yield of our loan portfolio. The Credit Union
continued to effectively manage its delinquencies and charge-offs as the number of bankruptcy filings slowed in the second half of the year. The loan delinquency ratio for
December 2018 was 0.66% and the net charge-off ratio was 0.94%, which compare to projected peer averages of 0.80% and .60% respectively.
As demonstrated in these statistics, the support and cooperation of the members, staff, management, and Board of Directors is essential and certainly most appreciated. Our
committee and the Credit Union staff look forward to being of assistance to you and your family with all of your future borrowing needs.

Balance Sheet
Assets

Loans (Net)
Cash & Equivalents

2018

2017

$121,921,954

$112,571,543

2,757,085

1,715,693

Investments

69,943,863

70,202,758

Fixed Assets

7,378,375

7,521,314

NCUSIF Deposit

1,961,871

1,854,925

10,504,113

10,644,857

$214,467,261

$204,511,089

$193,447,757

$183,203,897

Other Liabilities

1,664,895

2,477,259

Total Liabilities

$195,112,652

$185,681,156

Regular Reserves

2,054,052

2,054,052

Other Assets

Total Assets

Statistical Information

2018

Number of Members
Number of Accounts
Number of Loans Made

Amount Loaned

19,049
38,116
3,955

$55,467,913

$54,083,287

Loan Portfolio (in millions)
Real Estate
$53,430,753

Liabilities & Members’ Equity
Total Shares

Undivided Earnings
Total Members’ Equity

Total Liabilities, Shares &
Members’ Equity

Income Statement
Income

17,300,557

16,775,881

$19,354,609

$18,829,933

$214,467,261

$204,511,089

$7,058,457

$6,930,821

Income on Investments

1,256,718

753,278

Other Income

4,003,920

3,823,047

$12,319,095

$11,507,146

Total Income

Salaries & Benefits

$3,841,560

$3,687,656

Office Operating Expenses

6,124,288

5,534,516

Total Operating Expenses

$9,965,848

$9,222,172

Dividends to Members

1,077,650

829,977

Transfers to Reserves & Undivided Earnings

1,275,597

1,454,997

Gain/Loss on Sale of Securities

Total Distribution

$19.4

Other
$1,620,100

$1.6
Other

Unsecured

Vehicle

Real Estate

Share Portfolio

$52.7
$29.1

0

0

$12,319,095

$11,507,146

IRA’s

TOTAL LOANS
$123,378,589
Shares
$75,235,573
Share Certificate
$34,225,283
Checking
$52,715,603

$34.2

Money Market
$29,107,480
IRA’s
$2,163,818

$2.1

Expenses

Vehicle
$48,870,838
Unsecured
$19,456,897

$75.2

2017

Interest on Loans

$53.4

$48.8

		(in millions)

2018

2017

19,253
39,297
3,671

Money
Checking
Market		

Share
Certificate

Shares

TOTAL SHARES
$193,447,757

