CEO’S REPORT

2019 RECAP:

GIVING BACK FOR OUR 80TH ANNIVERSARY

Jeff Meshey
rights to the newly christened
Desert Financial Arena, we
are working with ASU on
developing continuing education
opportunities for our members
and our employees.

In 1939, 15 courageous educators
pooled all of their money
together to form a credit union.
They didn’t have millions, or even
thousands. They had just $78.75.
Thanks to their resilience, and
the grit and tenacity of those
who came after them, Desert
Financial has grown to become
the largest and most convenient
credit union in Arizona.
Our founders would be amazed
by how far we have come in 80
years. What began as a small
credit union for educators has
blossomed into a welcoming
financial institution open to all
Valley residents, with nearly
325,000 members and $5 billion
in assets. We are the local leader
in home equity loans and the
only Arizona-based credit union
to give back $2.3 million to our
community in 2019.
To continue the strong commitment
to education held by our founders,
Desert Financial recently
formed a five-year strategic
partnership with Arizona State
University, ranked #1 in the
nation for innovation. In addition
to purchasing the naming

Sharing in their spirit of
innovation, Desert Financial
broke new ground in 2019 by
becoming the first local credit
union to introduce voice banking
with Alexa. We also unveiled Free
Checking & More, a campaign
that highlights the unique
benefits our members receive for
strengthening their relationship
with Desert Financial —
including our annual Member
Giveback Bonus.
Because of our success, we
were able to increase the 2019
bonus amount to a total of
$8 million deposited directly
into the accounts of the members
who do the most with us. We
also continued our Teacher
Appreciation program, which
rewarded local educators at 53
Title 1 schools for their hard
work, and performed more than
5,000 Random Acts of Kindness
in the Valley. As our final Random
Act of Kindness for the year, we
distributed $80,000 worth of gift
cards during the Fiesta Bowl
Parade, where Desert Financial
served as the title sponsor.
For over two decades, Desert
Financial has fully funded the
1 Darn Cool School at Phoenix
Children’s Hospital. After

completing our commitment
to raise $2 million for this
program, which helps kids
undergoing treatment keep up
on their studies, we fortified
our connection with PCH by
announcing a new pledge of
$3 million to be raised over a
four-year period.
I want to personally thank
our members, employees,
community and our Board of
Directors for their exceptional
support and guidance. Our
founders would be proud
of all that we accomplished
together in Desert Financial’s
80th anniversary year, and I look
forward to growing even more
in the years to come.

At Desert Financial, we believe in sharing success with our members, our
community and our team. Here are just some of the ways that we helped
others in 2019!
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of members are at the
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Jeff Meshey, CEO and President
Sincerely,

10,269

48%

of members are earning the
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We helped

HOME LOANS AND
HOME EQUITY

4,753 MEMBERS
saved a combined
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$
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Consolidated Statements of Financial Condition

ASSETS
Laura Watson

Strong financial growth is
more than just a measure of
Desert Financial’s success.
It also ensures that we can
continue providing exceptional
experiences to the credit
union’s members and to
our community. In our 80th
year, Desert Financial saw
exponential growth that
has allowed us to give back
even more.
The financial health of our
company is one of the best
indicators of our organizational
strength. In a stellar year for
revenue growth, we increased
our total assets by $456 million.
Loan growth was over
$200 million, and we ended
the year with an increased
net worth ratio of 13.96%.
Putting that number into
perspective, it’s nearly twice

what the National Credit Union
Association (NCUA) requires for
a credit union to be considered
“well capitalized.”

by refinancing their vehicles,
and awarded a monthly average
of $33,830 through our Refer a
Friend program.

IN A STELLAR YEAR FOR
REVENUE GROWTH,
WE INCREASED OUR TOTAL
ASSETS BY

I would like to recognize
our volunteer board and
supervisory committee for
their support, and to thank the
credit union’s members and
team members for making
our success possible. Desert
Financial was founded 80 years
ago on principles that balanced
financial growth with a desire
to serve our local community.
As our 2019 results indicate,
we continue to redefine what
it means to be a successful
financial institution and an
industry leader.

$456 MILLION

But Desert Financial’s strength
extends beyond these numbers.
Our success allowed us to
increase our annual giving
by $300,000 and strengthen
our connection to the local
community through donations,
scholarships, financial
education programs, grants
and more. We helped 2,173
Arizona residents purchase a
new home, saved members
more than $300,000 in interest

Laura Watson, Chair of the Board

A NOTE FROM OUR SUPERVISORY COMMITTEE
To reflect our commitment to and our vested interest in our members, the Supervisory Committee partners with
our internal and external audit and accounting teams to oversee Credit Union activity. The results of our external
audits reflect a continued strong adherence to sound internal controls and safe, conservative business practices.
This report is a testament to Desert Financial’s commitment to responsible and robust financial practices. As a
result, our members can remain confident in our continued success.

Cash and cash equivalents
Investment securities
Equity securities
Available-for-sale
Held-to-maturity
Loans held-for-sale
Loans to members, net of allowance for loan losses
Accrued interest receivable:
Loans
Investments
Other real estate owned (OREO) and other assets in liquidation
Federal Home Loan Bank (FHLB) stock
Prepaid and other assets
Defined benefit pension asset
Life insurance policies
Mortgage servicing rights
Property and equipment
National Credit Union Share
Insurance Fund (NCUSIF) deposit
Total assets

DESERT FINANCIAL
CREDIT UNION AND SUBSIDIARIES
2019

Year ended December 31,

2018

$146,193,098

$239,149,701

11,826,629
1,179,904,317
1,037,433,789
7,471,149
2,310,995,363

326,903
1,046,894,167
887,119,652
4,692,557
2,098,692,680

5,485,370
11,739,943
3,717,032
17,250,000
39,903,629
71,690,849
8,685,483
72,433,349

4,913,735
9,105,134
5,491,091
17,250,000
21,525,713
666,452
58,906,970
9,292,094
66,599,397

39,934,336

38,020,535

$4,964,664,336

$4,508,646,781

LIABILITIES AND MEMBERS’ EQUITY
Liabilities
Members’ shares and savings accounts
Postretirement healthcare liability
Defined benefit pension liability
Accounts payable and other accrued liabilities
Total liabilities

4,213,204,570
2,515,991
480,188
63,076,202

3,857,315,247
2,370,153
–
45,265,447

$4,279,276,951

$3,904,950,847

29,788,065
648,181,920
7,417,400
685,387,385

29,788,065
591,802,381
(17,894,512)
603,695,934

$4,964,664,336

$4,508,646,781

MEMBERS’ EQUITY — SUBSTANTIALLY RESTRICTED
Regular reserve
Undivided earnings
Accumulated other comprehensive loss
Total members’ equity
Total liabilities and members’ equity

Consolidated Statements of Financial Condition

INTEREST INCOME

2019

Year ended December 31,

2018

$93,637,059
64,900,317

$78,980,685
62,811,886

$158,537,376

$141,792,571

34,660,986
1,752

21,686,317
4,736,840

$34,662,738

$26,423,157

123,874,638

115,369,414

2,246,648
121,627,990

1,776,930
113,592,484

Fees and service charges
Interchange income
Gains on sales of investments
Gains on sales of loans
Sales of insurance and investment products
Loan servicing fees
Gains on capitalization of mortgage servicing rights
Share insurance refund
Gains on disposition of other real estate owned
(OREO) and other assets in liquidation
Other miscellaneous income

49,823,125
34,256,913
6,062,268
6,070,569
2,671,088
3,240,432
-

45,332,886
33,072,882
10,495,972
5,659,938
7,259,544
4,522,548
2,665,006
2,480,611

2,474,752
1,589,068

646,815
1,589,068

Total non-interest income

$112,340,524

$113,725,270

Compensation and benefits
101,884,349
Office operations
37,908,678
Occupancy
11,548,311
Member education and marketing		
10,986,173
Professional and outside services
6,497,885
Operating expenses
3,935,725
Loan servicing		
3,575,505

93,053,823
33,884,225
10,813,665
10,540,737
5,534,266
3,184,394
1,146,534

Loans to members
Investments
Total interest income

INTEREST EXPENSE
Members’ share and savings accounts
Borrowed funds
Total interest expense

Net interest income

PROVISION FOR LOAN LOSSES (RECAPTURE)
Net interest income after provision for loan losses

NON-INTEREST INCOME

NON-INTEREST EXPENSES

Total non-interest expenses

NET INCOME

$176,336,626

$158,157,644

$57,631,888

$69,160,110

