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Why Financial Statements Matter

Every Important Credit Union Decision Starts Here

Financial 
statements 
help answer 
questions 
such as:

Are we financially healthy? 

Can we support future growth? 

Are we taking on too much risk? 

Are we earning enough to build capital? 

Are we fulfilling our responsibility to the members?



Who Uses the 
Financial Statements Primary Purpose Key Question They 

Ask?
Members Ensure the credit union 

is financially sound
“Is my money safe?”

Board of Directors Provide strategic 
oversight

“Are we meeting our 
goals?”

Management Make operational 
decisions

“How are we 
performing?”

Supervisory Committee Oversee financial 
reporting and audits

“Can we rely on these 
financial statements?”

Internal Auditors Evaluate controls and 
compliance

“Are controls operating 
effectively?”

External Auditors Express an 
independent opinion

“Are the financial 
statements fairly 
presented?”

Regulators Assess safety, 
soundness and 
compliance

“Is the credit union 
operating safely?”



Financial Statements Work Together

Balance Sheet
Where are we today?

↓
Income Statement

How did we perform this year?
↓

Statement of Cash Flows
Where did the cash come from and where did it go?

↓
Financial Ratios

What do these numbers tell us?



Understanding CAMELS Ratings

CAMELS is a system used by NCUA and DFPI examiners to assess the financial health 
and operational soundness of credit unions. Each letter stands for a key area of 
evaluation:

● C – Capital Adequacy: Measures the credit union’s ability to absorb losses

● A – Asset Quality: Assesses loan portfolio strength and risk of losses

● M – Management: Evaluates leadership, risk controls, and policy compliance

● E – Earnings: Looks at net income and ability to sustain operations

● L – Liquidity & Asset-Liability Management: Reviews ability to meet obligations and manage interest rate risk

● S – Sensitivity: Market risk



How CAMELS Ratings Are Used

Measured on a scale of 1 to 5

● 1- Indicates strong performance
● 2- Indicates satisfactory performance
● 3- Some degree of supervisory concern in one or more of the component areas
● 4- Exhibits unsafe and unsound practices or conditions
● 5- Exhibits extremely unsafe and unsound practices and conditions

Management and Volunteers should:
Understand how each area ties to financial performance
Monitor trends in capital, earnings, and asset quality
Use CAMELS ratings as a lens for risk-based oversight



Why CAMELS Matters

It influences 
examination 

focus. 

It affects 
regulatory 

supervision. 

It helps identify 
emerging risks 

before they 
become 

problems. 

Many of the 
financial ratios 
we'll discuss 

support one or 
more CAMELS 
components.



Understanding Financial Statements

Balance Sheet (Statement of Financial 
Condition)- Assets, Liabilites & Equity

Common asset accounts- (Loans, 
Investments, Cash)

Common liability accounts- (Shares, 
Certificates, Payables)

Equity and net worth ratio

Income Statement (Statement of Income and 
Expense)

Loan Interest Income

Investment Income

Operating Expenses

Provision for Loan Losses

Net Income / Net Loss



Key Financial Ratios

Financial ratios are tools that help evaluate the overall health, performance, and risk level of a credit union. They 
provide insight into key areas such as capital strength, lending activity, earnings, operating efficiency, and asset 
quality.

Reviewing these ratios regularly can:

● Spot trends or red flags early

● Compare performance against peer institutions

● Make informed oversight decisions

● Ensure the credit union is operating in a safe, sound, and sustainable manner

*Often used by NCUA examiners, auditors, and credit union leadership to assess progress and guide strategic 
planning.





NCUA Regions
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Strategic Dashboard

Area Questions to Ask

Growth Are we growing sustainably?

Capital Is our net worth keeping pace?

Asset Quality Is credit quality stable?

Earnings Are we generating adequate returns?

Liquidity Are deposits supporting lending?

Efficiency Are resources being used effectively?





Financial Statements Don't Make Decisions...

People do.

The financial statements provide information.
Management uses them to operate.
Boards use them to govern.
Supervisory Committees use them to provide independent oversight.
Auditors use them to provide assurance.

Ultimately, informed decisions based on accurate financial information are 
what keep a credit union safe, sound, and successful.



Q&A



Let Us Know How 
We Can Help

INTERNAL CONTROL AUDITS
● BSA Compliance Audit
● ACH Compliance Audit
● Branch Operations Audit
● Cash Counts
● Business Continuity Plan Audit
● Closed Accounts Internal Control Audit
● Consumer Lending Audit
● Collections Audit
● E-Banking Audit
● Human Resources Internal Control Audit
● IS&T Audit
● Military Lending Act Review
● Mortgage Lending Audit
● Payroll Administration Audit
● Related Party Audit
● SAFE Act Compliance Audit
● Servicemembers Civil Relief Act Review
● Website Compliance Audit
● Wire Transfer Audit

ANNUAL FINANCIAL AUDITS
● Opinion Audits
● Agreed-Upon Procedures Audit

CONSULTING SERVICES
● Strategic Planning
● Merger Services
● CEO Searches
● Forensic Audits
● Product Validations
● 990 Tax Forms
● Director Training



Thank you, NCOFCU!!

Erin Brophy
ebrophy@richardscpas.com

(949) 395-7569

Mike Richards
mrichards@richardscpas.com

(714) 615-1635
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