Dec. 31,2012 Dec. 31,2013 Dec. 31,2012 Dec. 31,2013
ASSETS Income / (Loss) From Operations
Loans to Members - Net $32,794,060.92 $32,149,119.29 Before Dividends $742,358.78 $62092116
Cash $2413595 61 $2.781471.02 Income/ (Loss) From Sale
Investments $45,202995.17 $50,136,35764 ofIvestments $36,97419 $30,345.83
Land & Buidings Net $3,110,66042 $3,049,868.93 CUNA Experience Refund $0.00 $0.00
Other Fixed Assets Net $378753.25 $327,379.94 NCUSIF Recapitalzation $0.00 $000
All Other Assets $875,55376 $1195.928 57 NCUSIF Stabilization Expense ($76,463.52) ($41,391.53)
TOTALASSETS $84,77561913__ | $89,640,125.39 TOTAL NON-OPERATING

INCOME / (EXPENSE) ($39,489.33) |  ($11,045.70)
)
HAI:;?LI:}E;ES AND MEMBER’S EQUITY Total Income Before Dividends $702,869.45 $609,875.45
Shores §75.4878423 $30,14145140 Less Dividends $469,896.98 $390,661.50
o SSSS Provision for Loan and
o e §756,64760 $8303974 || share Losses $210503.03 18669764
Stabilization Assessment $21,112.06 $0.00 NETINCOME (LOSS) INCLUDING
TOTAL LIABILITIES $76,267,503.89 | $80,071,848.60 CORPORATE STABILIZATION $22,37944 $30,516.31
MEMBERS EQUITY NCUSIF Stabilization Expense $76,463.52 $41,391.53
Regular Reserve $1,771485.44 $1,771485.44
Other Reserves $3,202530.03 $3,202,530.03 NETINCOME (LOSS) EXCLUDING
Undivided Earnings $4,561,64701 $4,592,163.32 CORPORATE STABILIZATION $98,842.96 $71,907.84
Accumulated Gain/(Loss) on
Available for Sale Securities $16,183.76 ($278,561.00)
Accumulated Other Comprehensive
Income / (Loss) Note 2 ($1,043821.00) ($619,341.00) o .
TOTAL EQUITY $8,508,025.24 $8,668.276.79 Note 1: The financial statements presented herein are
TOTALLIABILITIES&EQUITY | $84,775,61913 | $89,640,125.39 unaudited.
EARNINGS & DISTRIBUTION OF FUNDS Note 2: Forthe fiscal year ended September 30, 2007, the
y! p

OPERATING INCOME credit union adopted FASB Statement No. 158, Employer’s
'f;lt%fte:mg'-oaf:_s | 212‘9‘823;‘;23 gfg;g;‘gggg Accounting for Defined Benefit Pension and Other Post-
al er Operating Income . . . .
TOTAL OPERATINGINCOME | 5431078065 | $430459428 |  curement Plans (SFAS 158). SFAS1S requires the

= — recognition of the plan’s funded status as either an asset
OPERATING EXPENSES or a liability on the balance sheet. The reduction in the
Compensation & Benefts $1,467,374.66 $1619,710.66 amount of Other Comprehensive Loss in 2013 is related
gggsgfc’za“a‘;”: gggzggggg gfgg;?gg; to the pending termination of the pension plan currently
Members,nswanyce o o in process and anticipated to be completed during the
Association Dues $20,380.10 $23,558.15 second quarter of 2014.
Loan Servicing $167456.22 $157,027.57
Education/Advertising
Promotion $95,761.66 $95,552.79
Professional & Outside
Services $719,194.30 $807,028.77
Interest on Borrowed Money $15.89 $45.55
Federal Examination Fee $17,890.30 $19,167.77
Annual Meeting Expense $13,380.31 $9,415.87
Travel & Conference $54,694.18 $35,889.39
Miscellaneous Expenses $82,953.00 $86,865.49
TOTAL OPERATING EXPENSE | $3,568,430.87 $3,773,673.13
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1. Call to Order

2. Minutes of the 2013 Annual Meeting
3. Chairperson’s Report

4. Supervisory Committee Report

5. President’s Report

6. Old and New Business

7. Elections

8. Adjournment

BOARD OF DIRECTORS

Ralph J. Corbo, Chairman

Richard T. Malaney, 1st Vice Chairman

Peter A. Reale, 2nd Vice Chairman & Secretary
Shawn M. Hayes, Treasurer

Francine L. Burke

Anne C. Dreimiller

John F. Lenhart

Patrick J. Graney

David W. Baird

SUPERVISORY COMMITTEE
Patrick J. Graney, Chairman
Richard Carpenter Sr.

The supervisory committee is com-
prised of board-appointed volunteers
who serve as a link between the
board, management, and member-
ship. The committee’s primary
responsibility is to determine whether
the plans, policies and procedures
established by your board of directors are being properly
administered. The audit, verification of member accounts
and other tests and reviews are generally used to carry out
the committee’s responsibilities.

In 2013, in addition to internal ongoing reviews conducted
by the committee, your credit union was reviewed three
times by two different independent sources. The first was
the annual Supervisory Committee audit. Wojeski & Com-
pany, an independent certified public accounting firm, was
engaged to audit your credit union’s financial statements
while also reviewing procedures, policies, internal controls
and management practices.

The second review was also conducted by Wojeski and

MANAGEMENT TEAM

Shawn M. Hayes, President & CEO

Pamela J. Nolan, Chief Operating Officer

Jon Savio, Chief Financial Officer

Karen M. Bennett, Director of Lending

Amy M. Manfred, Executive & Human Resources
Administrator

LEGAL COUNSEL
Patrick J. Carney, Esq.
John C. Breitenbach Jr., Esq.

SECURITY OFFIGERS
Peter A. Reale
Shawn M. Hayes

Company and consisted of an audit of our compliance with
the Bank Secrecy Act related to the detection and preven-
tion of money laundering.

The third was a thorough examination by our governing
agency that insures your shares, the National Credit Union
Administration (NCUA).

We are happy to report that your credit union received
excellent marks in all three instances. Your funds are safe
here at TFCU, and we are committed to maintaining that
level of safety and soundness.

As a member, if you have any questions or suggestions
concerning the credit union, please contact the committee
at P.O. Box 308, Ticonderoga, NY 12883.
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Patrick J. Graney - Chairperson
Member, Board of Directors

Despite the seriousness of economic
conditions facing world, national and local
economies over the past several years,
2013 was a challenging yet rewarding
year for TFCU. | was saddened at the
loss of long time Director Richard Arthur
in December of last year. |am grateful to
have the confidence of a dedicated and knowledgeable Board
of Directors, encouraged by conversations | have had with many
of our loyal members and inspired by the commitment of our fine
leadership team and staff.

Much has been accomplished over these many months as
we've worked diligently to reduce expenses and generate the in-
come necessary to maintain and build upon the capital that has
been so important in weathering the storm of the Great Reces-
sion and period of economic recovery that is still underway. As
importantly, we have not forgotten what we believe is a hallmark
of the credit union movement that is our desire to provide the
highest level of service possible to you our loyal members.

I'have great appreciation for the directors for the courage
displayed in implementing several initiatives beginning in 2011
and continuing into 2013, designed to keep us true to our mis-
sion by returning TFCU to a profitable state. As the Chairperson
noted in his report, we continue to see positive results from
those initiatives to the extent that after weathering three years of
losses, we ended 2012 with net income of $22,379 and $98,842
inclusive and exclusive of the corporate stabilization expense
respectively. Similarly, we ended 2013 with net income of
$30,516 and capital of 10.4% much more than the 7% needed to
be considered to be well capitalized by our regulator. It should
be noted that our year end 2013 results include the impact of
the NCUA Corporate System Resolution (stabilization fund)
Program. Excluding contributions to that program, TFCU would
have posted net income of $71,908.  The stabilization fund
was created in 2009 to resolve the corporate credit union crisis.
Since then, all Federal Credit Unions have been required to pay
special assessments into this fund to offset the costs associated
with stabilizing the corporate credit union system. Based on the
strength of the stabilization fund, the NCUA's continued recover-
ies from Wall Street firms responsible for the corporate crisis
and an improving economy, we have been notified that there will
not be an assessment in 2014 which is much welcomed news
and will help our year-end financial results. Though the stabili-
zation fund will not expire until 2021, the lack of an assessment
in 2014 is a positive sign that they may end sooner.

Another significant initiative that will drive positive results this
year is the elimination of our defined benefit pension plan. Late
last year, | recommended to the retirement Plan Trustees
and the Board of Director’s that we freeze and terminate our
Defined Benefit Retirement Plan. As was the decision with the
ATM machines that affected members, this decision affecting
each and every employee of the credit union was also very dif-

ficult. The pension plan however has been extremely expensive
to maintain. The process of returning to long term, sustained
profitability involves making difficult decisions centered on bal-
ancing expense reduction and income generation with service
delivery and cost effective, efficient operations. The termination
of the plan will save the credit union an estimated $163,000 in
2014 alone and incrementally more than that each year into the
foreseeable future. Employees will certainly see an impact in
that there will be no additional benefits accrued for future ser-
vice. However employees will receive all fully accrued benefits
under the plan based on service to date. Additionally, we will
continue to maintain a defined contribution (401k) retirement
plan to which employees can continue to make contributions
through payroll deduction. Furthermore, with a change autho-
rized by the Board late last year, participating employees began
to receive matching contributions to the 401(k) plan beginning

in January. The process to terminate the defined benefit retire-
ment plan began in late October last year and is anticipated to
be complete within the second quarter of this year.

Still another initiative that is expected to reduce expenses is
the analysis of existing and potential data processing providers.
We are in the final stages of reviewing proposals and pricing
and expect to save at least $100K per year over a multi-year
period as a result of the review and negotiation process.

While we continue to have healthy capital and are beginning
to see some improvement in our financial results, there is still
work to do as we watch and work with you through the economic
recovery. Rest assured, our focus on our mission has not and
will not diminish. We are ever mindful of the services that we
offer and will continue to provide new and additional services
as appropriate. We will do so while continuing to look for ways
to make our operations efficient and cost effective, while not
sacrificing service, a delicate balance whether in an “up” or
“down” economic cycle.

Yes looking back, 2013 was a challenging and rewarding year.
TFCU has and will continue to thrive and | am looking to the
future with excitement and confidence. On behalf of the board
of directors, leadership team and dedicated staff, thank you for
your loyalty and commitment to Ticonderoga Federal Credit
Union. Members truly do make the difference. We will con-
tinue to work hard to balance our goal of maintaining financial
security with our desire to continue to provide cost effective,
competitive products and services as efficiently as and with the
best service possible.

Al td, Hoge

Shawn M. Hayes, CCUE, CUCE
President & Chief Executive Officer
Treasurer - Board of Directors

I'would like to begin my Chairman’s
report, by acknowledging the passing
of Richard F. Arthur in December.
Dick faithfully served as a director of
= TFCU for nearly 25 years. His contri-
butions to TFCU's success were many
and as a fellow director and friend, he

will be greatly missed.

As was reported to you last year, the post-recessionary
period that continues to play out has brought challenges and
opportunities to TFCU. The economy was and indeed con-
tinues to be in a period of recovery. There are positive signs
and gains have been achieved but there is still much to do.

It took time for global and national economic conditions to
deteriorate and it will take time for them to strengthen.

At TFCU, our mission is to enhance the lives of our mem-
bers by offering a full range of convenient and economic
services while maintaining financial security. Our commit-
ment to this mission is paramount and unwavering. Staying
true to that mission sometimes requires difficult decisions.
Your trust in your directors is well founded as they exercised
great courage and resolve in implementing several initiatives
beginning in 2011 continuing into 2013 designed to keep us
true to our mission by returning TFCU to a profitable state
50 that we could again, begin to build upon the capital that
was instrumental in helping weather the impact of the Great
Recession and recovery period. Capital that is also vital to
on-going operations and the delivery of the products and
services that we provide to you.

Last year, | reported that the results of those decisions
were quite positive in that after weathering three years of
losses, we turned the corner and posted net income for
2012.  Those positive results continued in 2013 as we
again ended the year with netincome. Additionally, from
December 2012 to December 2013, Assets increased $4.9M
or 5.74%, Shares increased $4.7M or 6.16%. Loans ended
the year at $32,439,567, not counting the $7,367,706 in long-
term, fixed rate mortgages we referred to our third-party
mortgage partner to mitigate long term interest rate risk to
your credit union in this low rate environment. We ended
the year 2013 with a capital to assets ratio of 10.4%, well
above the 7% level need to be deemed well capitalized by
our regulator.

1o enhance the lives of our members by offering
a full range of convenient and economical services
while maintaining financial security.

Despite the economic environment, your credit union is
indeed weathering the storm. Our financial condition has
improved significantly and with additional decisions made
in 2013, continued improvement is expected in 2014 and
beyond.

As one example, knowing what they and the staff stood to
lose in long term benefits, the leadership team placed the
best interests of the credit union and the membership ahead
of their own in recommending the termination of the defined
benefit pension plan. | am grateful to them for their commit-
ment in providing full, clear and sometimes difficult recom-
mendations and reporting on our initiatives and decisions.

I want to thank the board for their courage, resolve and
depth of understanding of the issues facing our credit union
and our movement. | am proud of our directors for remem-
bering at all times who we serve which is you, the members
who elected us.

In closing my Chairman’s report, | want to remind you that
economic cycles are nothing new. We have been through
them before and it is a near certainty that we will over
time see them again. We need to be mindful and indeed
have seen over the past three years that they do not begin
and end all at once. | ask for your continued patience in
the years to come because while we have begun to see
improvement in many economic areas, it will continue to
take time. Thank you for your faith in us. You can depend
on our very best effort as we serve you in the months and
years to come.

Respectfully submitted,

A Cote—

Ralph J. Corbo, Chairperson
Board of Directors, TFCU

INTEGRITY SERVICE
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