“NSWC Federal Credit Union.
Serving our members now
and in the future.”

Annual Report

201 9

Minutes of the 2018
ANNUAL MEETING
1. Call to Order
Chairman Jim Ball called the meeting to order at 4:02 p.m., with Executive
Assistant Tammy Ting-Beach taking minutes. Vice Chairman Woodfin
Straughan, Treasurer David Martin, Secretary Jack Bell, Directors Barry
Mohle, Jim Venable, Associate Board of Director Katherine Zimmerman,
Supervisory Committee Chairman Jim Criss, CEO Bruce Six, CFO Jim
Bangert, COO Charlie Armstrong, CIO Scott Varga, EDO Dora Vogel, and
EDM Lisa Wescoat were present. Thirty-eight people attended, 14 adults,
1 child, 14 employees, 6 Board of Directors, 1 Associate Board of Director,
and 2 Supervisory Committee member. The Board of Directors excused the
absence of Director Lucia Perkins.
2. Invocation
Board of Director Jack Bell gave the invocation.
3. Pledge of Allegiance
The Chairman led the Pledge of Allegiance.
4. Introduction of Board of Directors and CEO
5. Approval of the 2017 Annual Shareholders Meeting Minutes
The Shareholders reviewed the minutes from the 2017 annual
Shareholders meeting. A motion was made by Harry Vivian and seconded
Larry Hinson to approve the 2017 annual Shareholders meeting minutes.
All present were in favor. The motion was unanimously carried to accept
the minutes of the 2017 annual Shareholders meeting. The minutes are in
the annual report.
6. Reports
• Chairman’s Report
The Chairman of the Board of Directors presented the Chairman’s report.
The report can be found in the annual report.
• Treasurer’s Report
The Treasurer of the Board of Directors presented the Finance Review of
2017. The report can be found in the annual report.
• CEO Report
The Chief Executive Officer presented the CEO report. The report can be
found in the annual report.
• Supervisory Committee Report
The Chairman of the Supervisory Committee presented the Supervisory
Committee’s Chairman report. The report can be found in the annual
report.
7. New Business: Questions from the Floor
• When you submit a payment through bill pay, it takes two days before a
bill is paid.
• Three ways bill pay works:
1. ACH Transaction – the company accepts an electronic payment,
the payment is sent via ACH and can take up to two days to process.
a. Same day ACH is available now, however most people are not
using it for bill pay. The Credit Union is currently working on it.

2. Checks – a company doesn’t accept electronic transactions
because their system isn’t set up to process such a
transaction (i.e. municipalities), the payment is sent out via
check and thus can take up to six days to reach the company.
3. Person-to-Person Payments – members will be able to send
a payment to another person through the debit card rails.
The receiver gets a message that will prompt them to put in
their debit card number and the transaction goes through.
The receiver never gets your account information. You never
get the senders debit card information. Will be implemented
by end-of-year.
• How do you apply for the VISA rewards Credit Card?
• Director of Loan Operations Kathy McCarthy informed the
member of the following information: “It is live and member
facing in the loan origination system”. You can choose between
applying for the Secured VISA, Regular VISA, VISA Preferred, and
VISA Rewards.
a. CEO informed members: If you have an existing card and
you would like the rewards card, you can exchange your
card (in branch). If you have a rolling balancing on your
existing card, you might want to consider keeping your
existing card because it has a lower interest rate.
• Why does the Credit Union conduct personal business in the lobby
(at Main)? Member stated that they were applying for a loan and
they weren’t taken to a back office, but rather asked in the lobby
sensitive information such as income.
• Security is the utmost important thing to the Credit Union. The
Chief Executive Office informed the member that in that situation
they should have been taken into an office and therefore he will
follow up on why this situation happened.
8. Election Results
The Chief Executive Office announced the winners of the nominees
for the Board of Directors election:
• David Martin
• Lucia Perkins
• Woodfin Straughan
Only 952 of 38,000 members voted in this past election. The Credit
Union would like to see an increase in members exercising their right
to vote.
9. Introduction of Sydney Pawsbie
The Chief Executive Officer informed the members that the Credit
Union has a new employee, Sydney Pawsbie who will be trained as
a service dog. He will join Credit Union employees at events and
allow employees more time to talk to members as they interact with
Sydney.
10. Adjournment
The meeting was adjourned at 4:24 p.m.

Jim Ball, Chairman • Jack Bell, Secretary

SUPERVISORY COMMITTEE
REPORT
The year 2019 was another busy year for the Supervisory Committee.
Our primary duty and focus is to see that certain audits are performed by
independent auditors, and the results of these audits are reported to us
for review. The committee hired Clifton Larson Allen, LLP to perform our
2018 opinion audit. The committee works with management to resolve
any issues uncovered in the audit. Monthly meetings were held where
members were chosen at random to receive letters or emails concerning
their Credit Union experience. The committee also reviewed letters and
emails from previous months that had been returned. If there were
questions or complaints from the members, the committee tried to answer
the questions and resolve the complaints. The committee also has an

ongoing training program that we take part in on a monthly basis in order
to help us perform our duties.
If you would like to know more about the duties of the Supervisory
Committee or have an interest in being on the Supervisory Committee,
please contact the Credit Union for more information.
We attribute the success and soundness of the Credit Union to the efforts
and dedication of the managers, staff, and volunteers. I would like to thank
the members of the Supervisory Committee, Ray Farmer, Robert Weber,
Secretary, Katherine Zimmerman, and Board representative Jack Bell for
their hard work and commitment.

Jim Criss,, Chairman Supervisory Committee

CEO’S
REPORT
For 59 years your Credit Union has served the Navy and the community
that serves them. Our dedication to the Navy and the King George, Stafford,
Westmoreland, Spotsylvania and surrounding areas is unwavering. One of
the reasons for our dedication to you is that we’re neighbors. The Board
of Directors, the senior management, and all the employees of the Credit
Union live here. Every decision we make is guided by a focus on making the
Credit Union financially stronger and our services the best they can be for the
membership. We were rewarded for our efforts in 2019 when the Defense
Credit Union Council, on the basis of an application put forward by the base,
named us Credit Union of the Year for the Navy.
Financially, 2019 was the best year the CU experienced since 2006.
Credit unions are not-for-profit organizations but that doesn’t mean we don’t
need to earn a positive return. Unlike banks, who make profits from their
customers to pay their owners, CU members are the owners. YOU are the
owners. Our profits are returned to you in the form of better share dividend
rates and lower loan rates. Excess returns are still owned by the membership
and are held as capital to provide a financial safety net and support future
growth. In 2019 the CU posted a positive return of $1.419 million. The CU
grew 3.61% with total assets of almost $400 million. Membership grew 3.3%
to end the year at 39,010.
Ending 2019 the Credit Union was focused on a number of service
enhancements for 2020 including full-fledged business services (checking/
lines-of-credit/loans/account management). Additionally, a number of
electronic banking additions including person-to-person payments, chat
and text capabilities with employees, and a better online loan origination
experience are all new additions. We are very excited to offer these
services and have already had success with business services. We were not
anticipating the COVID-19 pandemic as 2020 started but we had a plan if
such an event occurred. I’m very glad the CU invested heavily over the past
few years in electronic services. In response to the pandemic we were able
to offer all our services electronically. There was no disruption to member
access to their accounts. Members were able to continue applying for and
closing on loans and mortgages. The CU has been very successful with both
first mortgage purchase and refinance activity and home equity line of credit
processing in 2020. The CU also has experienced significant deposit growth
thru June with shares increasing 8.1% and total assets increasing 7.9% to
top $426 million. All of this deposit growth has left us with millions of excess
deposits to lend to members.
One other thing your Credit Union executed on in 2020 was a rebrand
that changed the name of the Credit Union to Topside Federal Credit Union.
The Board of Directors and senior management did not approach this change
lightly. The process of evaluating the NSWC FCU brand and the potential
to change the CU’s name and overall brand was a two-year process that
included numerous studies into how we are viewed by the community and
how we can improve our service to the membership and financial strength.
Three main factors were identified as negatives in the Credit Union’s ability
to grow. Confusion with another big credit union serving the Navy was very
prevalent with members, potential members, and even service providers to
the CU. For obvious reasons, confusion with another participant in the same
market is not optimal and actually increases marketing cost to differentiate
the CU. Another discovery was a prevailing opinion by potential members
that they need to work on the base in Dahlgren to become a member. While
not true, that perception was another barrier to expanding the membership.
Finally, especially when talking to potential members who are new to the area,
we needed to explain the name and what it means. We support the base and
all the amazing things the Navy is able to create and achieve so it’s exciting to
promote these achievements, but recognizing we only have a limited amount
of time to make an impression as the CU, the need to explain the base
consumes that valuable opportunity. For all of these reasons the CU picked a
new identity that provides a nod to the Navy but is still an inclusive name we
can build our story around. For existing members the change wasn’t much
more than a name change. Old NSWC checks, debit, and credit cards continue
to work. Our locations have new signage but the important part of the CU, the
employees, remain the same. Like all decisions, the rebrand is an investment
in future returns. By diversifying the membership of the Credit Union and
growing the member base, Topside FCU will be better positioned to provide
higher dividend rates and expanded services to all members.
Thank you for being a member of Topside Federal Credit Union. We’re
your neighbor and we are a positive part of the community. Invite your friends
and neighbors to join and let them know “The View’s Better From Here”.

Bruce Six, CEO

Income Statement
INCOME
Interest on Loans
Income from Investments
TOTAL INTEREST INCOME
INTEREST EXPENSE
Dividends
Interest on Borrowed Money
TOTAL INTEREST EXPENSE
PROVISION FOR LOAN LOSSES
NET INTEREST INCOME

2018

2019

$8,127,873
$3,533,140
$11,661,013

$8,058,840
$4,266,020
$12,324,860

$1,278,124
$2,020
$1,280,144
$879,595
$9,501,274

$1,377,807
$41
$1,377,848
$466,673
$10,480,339

NON-INTEREST INCOME			
Fee Income
$1,792,476
$1,866,982
Other Operating Income
$2,437,555
$2,187,389
Gain (Loss) on Investments
$273,859
Other Non-Oper Income/(Expense)
$495
TOTAL NON-INTEREST INCOME
$4,230,526
$4,328,230
NON-INTEREST EXPENSE		
Employee Compensation & Benefits
$6,131,062
Travel, Conference Expense
$201,942
Office Occupancy
$164,197
Office Operation Expense
$4,747,668
Educational and Promotion
$355,117
Loan Servicing Expense
$492,162
Professional, Outside Service
$170,735
Member Insurance
Operating Fees
$98,168
Misc Operating Expense
$67,406
TOTAL NON-INTEREST EXPENSE
$12,428,457
NET INCOME (LOSS)
STATISTICAL DATA
Number Of Members
Average Shares per Member
Number Of Loans
Average Loan Balance
Loan/Share Ratio
Delinquency Ratio
Net Worth

$6,568,405
$179,796
$871,098
$4,394,242
$372,021
$514,404
$294,415
$102,680
$92,011
$13,389,071

$1,303,343

$1,419,497

37,764
$9,333
13,524
$13,102
50.30%
0.51%
7.97%

39,010
$9,252
13,169
$12,895
47.05%
0.40%
8.05%

Financial Condition
2018

2019

ASSETS
TOTAL LOANS
$177,190,056
Allowance for Loan & Lease Losses $(1,758,763)
Cash & Equivalents
$ 27,275,708
TOTAL INVESTMENTS
$149,025,745
Land And Building
$6,950,349
Other Fixed Assets
$2,845,698
NCUSIF Deposit
$3,381,555
All Other Assets
$16,233,623
TOTAL ASSETS
$381,143,971

$169,813,144
$(1,165,752)
$42,495,386
$152,614,454
$7,008,287
$2,341,248
$3,422,295
$18,390,846
$394,919,908

LIABILITIES & EQUITY
Dividends Payable
$5,840
Accounts Payable & Other Liabilities $2,094,307
TOTAL LIABILITIES
$2,100,147
Share Drafts
$66,334,348
Regular shares
$203,855,771
Money Market Shares
$30,849,265
Share Certificates
$29,113,874
IRA Accounts
$20,547,299
All Other Shares & Deposits
$1,587,973
TOTAL SHARES & DEPOSITS
$352,288,529
Regular Reserve
$ 3,776,731
Unrealized Gains/(Losses)
$(3,604,126)
Undivided Earnings
$26,582,689
TOTAL EQUITY
$26,755,294
TOTAL LIABILITIES, SHARES, EQUITY $381,143,971

$7,842
$ 2,192,960
$2,200,801
$68,959,309
$209,105,815
$31,867,815
$29,285,724
$19,991,094
$1,718,859
$360,928,616
$3,776,731
$11,576
$28,002,184
$31,790,491
$394,919,908

Bruce Six
CEO

CHAIRMAN’S
REPORT
2019 was a productive year for our CU. Our important
financial indicators, such as NET Interest Margin (NIM), Return
On Assets (ROA), and NET Worth (NW) remain on a positive
trajectory. We continue to offer loan and savings rates to
our members that are very competitive with the banking
community and other CUs in the area.
We have initiated several programs to help build our
loan portfolio. Our Visa Rewards Card is now available. I urge
the membership to consider applying for one of these. It
returns 1.5% on everything purchased through it. We are
now offering business loans to our membership. We have a
dedicated experienced loan officer to support business loan
requests. The CU is using ‘Participation Loans’ as another
way to grow our loan portfolio. We have reached agreement
with a group of credit unions in Virginia to purchase some of
their loans. Some credit unions are loaned out to the point
where they can’t give any more loans to their members, so
they transfer these loans to us. We always make sure that
our members are served first before bringing in these loans.
The more we can grow our loans, the more resources we will
have to provide the services and products that our members
demand.
As the CU grows and expands to serve more and more
members in Fredericksburg, King George and surrounding
counties, with both traditional branches and the latest
electronic services, we are studying the best ways to extend
our products and services to more members. We initiated
a ‘Rebranding’ effort in 2019 that will be completed in 2020.
The goal of this is to position the CU to be able to serve
the membership for generations to come. This looks at
all functions of the CU, what services we provide, how we
provide services, how we engage with membership, and
how our branches should function. This will position us to
better compete with all the financial entities that will be
available in the future. We plan to be your financial provider
for a long time. Some of these changes will be visible to the
membership and some will be operational. If you have any
concerns or questions as these changes become apparent,
please contact a board member or any employee of the CU
for clarification.
The financial and operational management of the CU
has done an exceptional job in keeping our CU on a stable,
financial footing and has positioned the CU to maintain the
best services to our membership that is possible.
I want to thank the Board of Directors, the CU
management, and the employees for their dedication in
striving to make NSWC Federal Credit Union the primary
choice of our members for all their financial needs.

Board of Directors 2019
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