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Reaching new heights together.

Message from the CEO and Chairperson
In life, we build special relationships over time by sharing with one another the important milestones that
mark our lives. It’s the same at Desert Schools. Our guiding belief of “people helping people” has enabled
us to build a strong and lasting foundation, based on reciprocal trust and mutual cooperation with you.
As Henry Ford once said, “If everyone is moving forward together, then success takes care of itself.” This
inspirational statement exemplifies the past year for the Credit Union. Because of loyal members like you,
our dedicated employees, and our volunteers, we were able to reach new heights together.

2012 Financial Results
I am pleased to report to you that 2012 was one of the most successful years in our history. We attribute
our track record of success to our reliability, consistency, quality of our products, and the loyalty of our
members. This past year, we achieved our strongest earnings performance and ended the year with a 9%
capital net worth ratio, strengthening our “Well Capitalized” status in the eyes of our regulators. Other
financial results include:

Net income of

23 million

Strong return on assets
(ROA) of

.8%

2.9 billion
7.9%

Total assets increased to

Net worth ratio of

These positive results are a true testament of how working together towards a common goal only leads to
success. Most importantly, it benefits the financial well-being of member-owners like you.

Plans for the future
As the economy continues to stabilize throughout 2013, we are excited and optimistic about our future. We
will continue to offer convenient access, unparalleled member service, and comprehensive financial solutions.
In the near future, we plan on taking our member relationships to the next level. The deeper your relationship
is with us, the more value you receive. In other words, the more you take advantage of Desert Schools’
products and services to complete your financial picture, the more discounts and special offers you’ll receive.
In addition, we’ll be implementing the following solutions to make your banking easier. They include:
• Opening an account online
• Online loan application (including electronic signatures)

• Online banking upgrade
• Additional enhancements to Mobile Banking

Desert Schools truly believes quality relationships are built to last. As a trusted advocate for the financial
health and well-being of over 300,000 members, we have the privilege of helping achieve many special
milestones in our members’ lives. We value the trust you have placed in us to continue to carry out our core
values of member solutions, financial results, community involvement, and employee engagement. Thank
you for making us your financial institution of choice and allowing us to serve you.

Susan Frank
President/CEO

Michael J. Konen
Chairman

Desert Schools Federal Credit Union and Subsidiaries
Consolidated Statements of Financial Condition
Year Ended December 31,

Assets
Cash and cash equivalents
Investment securities
Trading
Available-for-sale
Held-to-maturity
Loans held-for-sale
Loans to members, net of allowance for loan losses
Accrued interest receivable
Property and equipment
Share insurance deposit
FHLB participation stock
Mortgage servicing rights
Other real estate owned and other assets in liquidation
Capital share deposit
Other assets
Total assets

2012

2011

$ 224,992,432

$ 200,130,609

3,008,929
796,794,027
639,706,484
24,447,026
1,275,315,461
9,749,281
57,091,021
26,785,650
16,871,500
7,808,223
15,475,721
4,690,193
9,909,323
3,112,645,271

2,404,156
604,784,791
568,979,857
21,840,091
1,361,049,176
9,748,675
57,461,003
25,144,718
15,221,900
7,101,604
18,228,944
4,690,193
6,531,380
2,903,317,097

Liabilities and Members’ Equity
Liabilities
Members’ shares and savings accounts
Borrowed funds
Postretirement healthcare liability
Defined benefit pension liability
Accounts payable and other accrued liabilities
Total liabilities
Commitments and Contingent Liabilities
Members’ Equity - Substantially Restricted
Total liabilities and members’ equity

2,684,731,131
90,000,000
3,419,971
9,270,761
41,425,406
2,828,847,269

2,556,999,178
90,000,000
2,630,910
10,222,877
18,120,899
2,677,973,864

-

-

283,798,002

225,343,233

3,112,645,271

2,903,317,097

Consolidated Statements of Earnings
Year Ended December 31,

2012

2011

$ 67,193,148

$ 84,703,841

24,487,818
91,680,966

31,749,727
116,453,568

Interest Expense
Interest and dividends on members’ shares and savings accounts
Interest on borrowed funds
Total interest expense
Net interest income

8,148,261
1,237,324
9,385,585
82,295,381

11,208,537
4,122,457
15,330,994
101,122,574

Provision For (Recapture of) Loan Losses
Net interest income after provision for (recapture of) loan losses

(429,130)
82,724,511

40,374,169
60,748,405

Non-Interest Income
Gains on sale of loans
Gains on capitalization of mortgage servicing rights
Realized gains on sales of available-for-sale investments
Gains on sales and disposition of other real estate owned
Loan servicing fees
Fees and charges
Total non-interest income

12,060,317
4,378,314
1,879,366
3,289,061
81,596,908
103,203,966

3,948,280
1,806,129
14,269
955,275
3,203,886
74,460,601
84,388,440

Non-Interest Expenses
Compensation and benefits
Office operations
Occupancy
Operating expenses
Amortization of mortgage servicing rights
Losses on sales of investment securities
TCCUSF and NCUSIF premium assessment
Total non-interest expenses

71,586,811
28,620,895
8,820,123
17,550,573
3,671,695
1,548,920
2,544,637
134,343,654

62,293,053
26,635,221
7,948,994
18,511,993
2,600,317
3,811,965
121,801,543

51,584,823

23,335,302

Interest Income
Loans receivable
Investment securities
Total interest income

Net Earnings

2012 Accomplishments
Home Affordable Refinance Program (HARP)
Our participation in HARP allowed us to help thousands of members with negative equity
refinance their home loans. Our 2012 HARP volume was approximately 1,800 loans for $280
million, which saved our members $260 on average per month. That’s $3,120 annually!

Loans
Our loan volume increased significantly in 2012 due to our popular auto refinance
offer, which gave our members a 1% cash bonus on their loan amount (up to $500),
90 days until their first payment, and rates as low as 2.84% APR. From this offer
alone, we funded 5,376 auto refinance loans for $94,719,394.

Awards
We were honored to place first in the state for the Dora Maxwell Social Responsibility
Community Service Award, the Louise Herring Award for Philosophy in Action, and the
Desjardin Award (for both Adult Financial Literacy Outreach and Youth Education and
Outreach) from the Mountain West Credit Union Association. We also placed second in
the nation for the Louise Herring Award.

New Member Services
This past year, we introduced Mobile Banking and DS MobileDeposit to you. These
services now allow you to do almost all of your banking through your mobile device,
including depositing checks. In addition, we upgraded our entire ATM network, which
enables you to complete your transactions faster, as well as directly deposit cash and
checks into the ATM without having to use envelopes or calculate the total deposit.

Community Service
Volunteering and raising money for charitable causes were once again priorities for all of us at
Desert Schools, as community involvement is one of our Big 4 core principles. Our members
and employees exceeded all expectations by giving over $395,000 to the Children’s Miracle
Network, and over $244,000 to Valley of the Sun United Way.
Our Desert Schools Communi-Team contributed over 2,900 hours to non-profit organizations
such as St. Vincent de Paul, Feed My Starving Children, Packages from Home, and Lucky Paws
Animal Shelter, just to name a few. We also provided over $83,000 in community grants and
$30,000 in scholarships.

