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Gilbert F. Kennedy, III
President and CEO

As I reflect on the past year, I can say with confidence that 
we remained steadfast to our commitment surrounding 
our Member Experience Pledge. This document, which 
hangs in every branch and sits on every employee’s desk, 
is the cornerstone of shared purpose and commitment 
for every action, every interaction, and every strategy we 
pursue. Throughout the year, our strategic focus remained 
clear to expand our impact, to foster deeper connections 
with our community and to ensure long-term viability of 
our mission. Through the dedication of our Leadership 
Team and our Staff we embarked on a journey to enhance 
our technological infrastructure to enhance our services, 
products, efficiency and ultimate reach into our community. 

President & 
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invested.

CEO’s Report 

Our financial health remains strong, which will continue to provide us with the stability to 
leverage these technological improvements for the betterment of our members, and future 
growth of Har-Co. I know that it will continue to allow us to broaden our reach into Harford 
County, delivering measurable results that will demonstrate the value and necessity of our 
commitment to our Member Experience Pledge.

On behalf of Har-Co’s Leadership Team, Employees, and our Board of Directors, I would like 
to thank you for your unwavering support, confidence, and belief in our mission. 



• To be courteous and kind, treating everyone in an open, fair and helpful manner.
• �To be alert and attentive throughout the workday and maintain a positive, 

optimistic attitude.
• To dress and behave in a professional manner.
• �To tell the truth in every communication that we have, delivering it in the most 

respectful manner possible.
• �To treat members with respect and professionalism, ensuring the highest quality 

service.
• �To take ownership and follow through to resolve member concerns in a timely 

manner and not simply “pass the buck”.
• �To collaborate with, support, encourage and value our colleagues in these efforts 

to deliver great member experiences.
• �To make the extra effort to accommodate requests, only saying “NO” as a last 

resort.

We embrace these principles and commit to striving to exceed these actions every day.  
Therefore, I pledge to uphold the spirit and intentions of this document.

Member Experience  
Pledge
Har-co Credit Union is built on the foundation of 
delivering a strong member focused experience. 
We believe that our success will only occur by 
upholding the values and principles of a culture 
where members, both internal and external, feel 
rewarded in a relationship. As stewards of this 
culture, we must be consistent in our actions and 
beliefs that every point the member touches will 
yield a satisfying result for them.

Therefore, we pledge:
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Supervisory  
Committee’s Report

The Supervisory Committee is an independent body of credit union members, appointed by the 
Board of Directors, who are assigned certain duties and responsibilities to ensure the financial stability 
and operational soundness of the credit union.

The board of directors appoint Har-co Credit Union members to serve on the supervisory committee, 
per the By-Laws of the Organization. The Committee aids in overseeing the operations of the 
credit union. All Supervisory Committee members take an active role in fulfilling the duties and 
responsibilities of the Committee. The responsibilities of the Supervisory Committee are to assure that 
the credit union is soundly managed, and members’ assets are safeguarded. One way in which we do 
this is to oversee an annual audit and a Bank Secrecy Act (BSA) audit of the credit union. YHB. Certified 
Public Accountants, completed these comprehensive audits for the year ended December 31, 2025.

Other tasks performed by the Supervisory Committee include reviewing credit union operational 
procedures and regularly examining accounting books, loan files, and credit union documents 
financial statements, new and closed accounts, cash counts, and overdrawn accounts are checked by 
the Supervisory Committee on a regular basis.

Committee members attend Board of Directors’ meetings, serve on various committees with Board 
members and generally see that the credit union is well managed. The Supervisory Committee also 
has a duty to address member questions, concerns, and complaints.

Based on the 2025 reviews and assessments, it is our opinion that the Har-Co Credit Union continues 
to be financially stable and operationally sound.

The Supervisory Committee extends a sincere thank you to the members for their continued support 
The Committee offers a special thank you to the Board of Directors, and the entire Har-Co staff for 
their hard work in maintaining a strong financial institution and making sure that the credit union 
will be ready for the challenges of tomorrow. We, the Supervisory Committee, remain committed to 
overseeing the financial operations to the benefit of our members.

Thomas Weir
Chairman, Supervisory Committee
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Report of  
Independent Auditors
Supervisory Committee
Har-co Credit Union
Bel Air, Maryland
 
Opinion
 
We have audited the financial statements of Har-co Credit Union, which comprise the balance sheets as
of December 31, 2025 and 2024, and the related statements of income, comprehensive income, changes in
members’ equity, and cash flows for the years then ended, and the related notes to the financial 
statements (collectively, the financial statements).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of Har-co Credit Union as of December 31, 2025 and 2024, and the results of its operations and
its cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion
 
We conducted our audits in accordance with auditing standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Financial Statements section of our report. We are required to be
independent of Har-co Credit Union and to meet our other ethical responsibilities, in accordance with
the relevant ethical requirements relating to our audit. We believe that the audit evidence we have 
obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements
 
Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for the
design, implementation, and maintenance of internal control relevant to the preparation and fair 
presentationof financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Har-co Credit Union’s ability to      
continue as a going concern within one year after the date that the financial statements are available to be
issued.
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Auditors’ Responsibilities for the Audit of the Financial Statements
 
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 
are freefrom material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and 
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is 
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgement made by a
reasonable user based on the financial statements.

In performing an audit in accordance with GAAS, we:
 
•	 Exercise professional judgement and maintain professional skepticism throughout the audit.
•	 Identify and assess the risks of material misstatement of the financial statements, whether due to 
fraud or error, and design and perform audit procedures responsive to those risks.  Such procedures in-
clude examining, on a test basis, evidence regarding the amounts and disclosures in the financial state-
ments.
•	 Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effec-
tiveness of Har-co Credit Union’s internal control. Accordingly, no such opinion is expressed.
•	 Evaluate the appropriateness of accounting policies used and the reasonableness of significant 
accounting estimates made by management, as well as evaluate the overall presentation of the financial 
statements.
•	 Conclude whether, in our judgement, there are conditions or events, considered in the aggregate, 
that raise substantial doubt about Har-co Credit Union’s ability to continue as a going concern for a 
reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, 
the planned scope and timing of the audit, significant audit findings, and certain internal control-related 
matters that we identified during the audit.

Other Information Included in Annual Report 

Management is responsible for the other information included in the annual report. The other information 
comprises the President’s Letter. Our opinion on the financial statements does not cover the other informa-
tion, and we do not express an opinion or any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information 
and consider whether a material inconsistency exists between the other information and the financial 
statements, or the other information otherwise appears to be materially misstated. If, based on the work 
performed, we conclude that an uncorrected material misstatement of the other information exists, we are 
required to describe it in our report.

Winchester, Virginia
February 27, 2026
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Years Ended December 31, 2025 and 2024
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Statements of  
Comprehensive 
Income
Years Ended December 31, 2025 and 2024
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Changes in  
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Years Ended December 31, 2025 and 2024
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Statements of  
      Cash Flows
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Years Ended December 31, 2025 and 2024
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Notes to Financial  
                   Statements

Note 1.	 Summary of Significant Accounting Policies

Business Operations
Har-co Credit Union provides lending and deposit services to its members, who are mainly
current or former employees and students of public and private schools and colleges in Harford
County, Maryland. The Credit Union has a community charter allowing anyone that lives,
works, or worships in Harford County to become a member. The Credit Union is chartered in
the State of Maryland. The Credit Union retains federal insurance under the National Credit
Union Share Insurance Fund (NCUSIF).  

Method of Accounting
The accounting and reporting policies reflected in the financial statements conform to
accounting principles generally accepted in the United States of America and to general
practices within the credit union industry. Management makes estimates and assumptions that
affect the reported amounts of assets, liabilities, and disclosures of commitments and
contingent liabilities at the balance sheet date, and income and expenses during the year. Actual
results could differ from those estimates. Material estimates that are particularly susceptible to
significant changes in the near term relate to the determination of the allowance for credit
losses. Certain reclassifications have been made to the 2024 financial statements to conform
to the current year presentation. These reclassifications did not affect net income or members’
equity.

Cash and Cash Equivalents
For purposes of reporting cash flows, cash and cash equivalents include cash on hand, amounts
on deposit at banks, and federal funds sold which are generally purchased and sold for one-day
periods.

Loans to Members and Allowance for Credit Losses
Loans are stated at the amount of unpaid principal adjusted for net deferred loan origination
fees and costs, and less the allowance for credit losses. Interest on loans is recognized over the
terms of the loans and is calculated using the simple-interest method on principal amounts
outstanding. The Credit Union generally discontinues the accrual of interest when payments
are 90 days past due or collection of all principal and interest is in question. Interest for such
loans is accounted for on the cash basis. Loans are returned to accrual status when payments
are current or less than 90 days past due and have made payments as agreed for six months.
Loans are charged off when management believes the loan is uncollectible. Net deferred
origination fees and costs are amortized to interest on loans using a method that approximates
the interest method. management believes the loan is uncollectible. Net deferred origination fees 
and costs are amortized to interest on loans using a method that approximates the interest method.
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Notes to Financial  
Statements (Continued)

The allowance for credit losses on loans is a valuation account that is deducted from the
amortized cost basis of loans to present the net amount expected to be collected on the loans.
Expected credit losses are estimated over the contractual term of the loans, adjusted for
expected prepayments when appropriate. Credit losses on loans are charged against the
allowance for credit losses on loans when management believes the uncollectability of a loan
balance is confirmed. Subsequent recoveries, if any, are credited to the allowance for credit
losses on loans.

Management estimates the required allowance for credit losses on loans using relevant
available information, from internal and external sources, relating to past events, current
conditions, and reasonable and supportable forecasts. Historical credit loss experience (past
events) provides the basis for the estimation of expected credit losses. Adjustments to historical
loss information are made for differences in current conditions such as differences relating to
underwriting standards, nature and volume of the loan portfolio, delinquency level and overall
loan portfolio quality, or term as well as for changes in environmental conditions, such as
changes in economic conditions that may affect the borrower’s ability to pay, unemployment
rates, property values, or other relevant factors. If the current economy or real estate market
were to suffer a severe downturn, the provision for credit losses on loans would need to be
increased.

The allowance for credit losses on loans is measured on a collective (pool) basis when similar
risk characteristics exist. The Credit Union has identified portfolio segments based on collateral
type and measures the allowance for credit losses on loans using Call Report-derived data. The
Credit Union utilizes the weighted-average remaining maturity approach to calculate the
expected loss for each loan within the pool. The Credit Union uses their own institutional loss
history in determining historical losses. Prepayment rates are obtained from the NCUA’s
prepayment study on credit unions under $100 million in assets as well as market based
prepayment data. The Credit Union also considers qualitative adjustments to the historical loss
rate for each loan portfolio segment, which are a combination of specific risk characteristics or
current conditions at the reporting date that may differ from those in effect during the historical
loss calculation period as well as forward looking projections for each pool based on a
reasonable and supportable forecast based on objective economic data. The total loss rate is the
lifetime historical loss rate plus the total qualitative factor adjustments.

Some loans are not sufficiently similar in risk characteristics to other loans. These loans are
evaluated on an individual basis. Loans evaluated individually are not included in the collective
evaluation. Loans that are individually evaluated for which impairment is determined to exist
will have a specific reserve allocated to them and included in the expected allowance for credit
losses on loans. The expected credit losses are based on the fair value of the collateral at the
reporting date, adjusted for selling costs as appropriate. date, adjusted for selling costs as appropriate.
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Notes to Financial  
Statements (Continued)

An unallocated component may be maintained to cover uncertainties that could affect management’s 
estimate of probable expected losses. The unallocated component of the allowance for credit losses on 
loans reflects the margin of imprecision inherent in the underlying assumptions used in the methodologies 
for estimating specific and general expected losses in the loan portfolio. Allocation of a portion of the 
allowance for credit losses on loans to one category of loans does not preclude its availability to absorb 
expected losses in other categories.

Allowance for Credit Losses on Off-Balance-Sheet Items
The Credit Union estimates expected credit losses on off-balance sheet items, which consist of contractual 
obligations to extend credit, loans which the Credit Union has approved but have not been funded, and 
letters of credit, over the contractual period during which the Credit Union is exposed to credit risk, unless 
that obligation is unconditionally cancellable by the Credit Union. The allowance for credit losses on 
off-balance-sheet items is recorded as a liability and is adjusted each reporting period through the 
provision for credit losses. The estimate includes consideration of the likelihood that funding will occur 
and an estimate of expected credit losses on off-balance-sheet items expected to be funded over its 
estimated life. The loss rates used to determine the required allowance for credit losses on off-balance-
sheet items are essentially the same as those used on originated loans.

Investment Securities
Management classifies securities as held to maturity or available for sale at the time of purchase. 
Securities which may be sold before maturity are classified as available for sale and carried at fair value 
with unrealized gains and losses included in members’ equity. Gains and losses on disposal are determined 
using the specific-identification method. Securities which management has the intent and ability to hold to 
maturity are carried at amortized cost, which is cost adjusted for amortization of premiums and accretion 
of discounts. The Credit Union amortizes premiums through the earliest call date and accretes discounts to 
maturity.

Investment securities held to maturity are required to be evaluated for expected credit losses. All held to 
maturity securities are covered by the explicit or implied guarantee of the United States government or 
one of its agencies. The Credit Union did not have an allowance for credit losses on held to maturity secu-
rities as of December 31, 2025 or 2024.

Investment securities available for sale are required to be individually evaluated for impairment. 
A security is considered impaired if the fair value of the security is less than its amortized cost basis. If 
management concludes that it does not intend to sell an impaired security, and it is not more likely than 
not management will be required to sell an impaired security before recovery of its amortized cost basis, 
the Credit Union would only be required to record the portion of the impairment related to credit losses (if 
any) in an allowance for credit losses with an offsetting entry to net income. Any portion of the 
impairment not related to credit losses is recorded through other comprehensive income. There were no 
impairments related to credit losses in the Credit Union’s available for sale portfolio as of December 31,
2025. The Credit Union did not hold any securities classified as available for sale as of 
December 31, 2024.
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Notes to Financial  
Statements (Continued)

Loans Held for Sale
The Credit Union has a program to sell newly originated long-term fixed rate residential mortgages on 
the secondary market. These loans are usually sold within 15 days of settlement. Mortgage loans origi-
nated and intended for sale are carried at the lower of aggregate cost or estimated fair value. All sales are 
made without recourse. Sales of loans are recorded when the proceeds are received, with any gain or loss 
recorded in gain on sale of loans held for sale. Gains and losses are determined using the specific identifi-
cation method.

National Credit Union Share Insurance Fund (NCUSIF) Deposit
Members’ share accounts are insured by the NCUSIF up to $250,000 per depositor. Separately,
individual retirement accounts are also insured up to $250,000. The Credit Union is required
to maintain a deposit with the NCUSIF in an amount equal to one percent of its insured shares.
The deposit is refundable if the insurance coverage is terminated, insurance coverage is converted to 
another source, or the operations of the fund are transferred from the NCUA Board.

Revenue Recognition
The Credit Union accounts for revenue associated with financial instruments, including loans
and securities via the accrual method. The Credit Union recognized non-interest income when
it satisfies commitments to members and other third parties.

Property and Equipment
Land is recorded at cost. Property and equipment are stated at cost less accumulated depreciation. 
Depreciation is provided over the estimated useful lives of the individual assets using the straight-line 
method. The cost of major renewals and improvements are capitalized, while the costs of ordinary 
maintenance and repairs are charged to expense as incurred.

Members’ Share Accounts
Members’ share accounts are subordinated to all other liabilities of the Credit Union upon liquidation. 
Dividend rates on members’ share accounts are set by the Board of Directors, based on an evaluation of 
current and future market conditions.

Comprehensive Income
Comprehensive income consists of net income and other comprehensive income. Other comprehensive 
income includes unrealized gains and losses on securities available for sale, adjusted for any realized 
gains or losses, which are also recognized as separate components of members’ equity.

Income Taxes
The Federal Credit Union Act exempts credit unions from federal, state, and local income taxes.
The Internal Revenue Service has ruled that this exemption does not extend to state chartered credit 
unions on their unrelated business income, such as ATM fees from nonmembers. The Credit Union has not 
made provisions for income taxes in these financial statements as the expenses related to offering these 
products exceeds the revenue.
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Notes to Financial  
Statements (Continued)

Advertising
The Credit Union follows the policy of charging the costs of advertising to expense as incurred. Total 
advertising expense incurred for 2025 and 2024 was $161,468 and $152,808, respectively.

Subsequent Events
The Credit Union has evaluated events and transactions subsequent to December 31, 2025 through February 
27, 2026, the date these financial statements were issued. No significant subsequent events were identified that 
would affect the presentation of the financial statements.

Recent Accounting Pronouncements
In September 2025, the Financial Accounting Standards Board (FASB) issued ASU 2025-06, “Intangibles 
--Goodwill and Other -- Internal-Use Software (Subtopic 350-40): Targeted Improvements to the Account-
ing for Internal-Use Software.” The amendments in this ASU are intended to improve the operability of the 
guidance by removing all references to software development project stages so that the guidance is neutral to 
different software development methods, including methods that entities may use to develop software in the 
future. Therefore, the amendments require that an entity capitalize software costs when both: Management has
authorized and committed to funding the software project; and it is probable that the project will be complet-
ed and the software will be used to perform the function intended (referred to as the “probable-to-complete 
recognition threshold”). In evaluating the probable-to-complete recognition threshold, an entity is required to 
consider whether there is significant uncertainty associated with the development activities of the software. 
This ASU is effective for annual reporting periods beginning after December 15, 2027, and interim reporting 
periods within those annual reporting periods. Early adoption of ASU 2025-06 is permitted as of the beginning
of an annual reporting period. The Credit Union does not expect adoption to have a material
impact on its financial statements. 

Other accounting standards that have been issued by the FASB or other standard setting bodies are not 
currently expected to have a material effect on the Credit Union’s financial position, results of operations or 
cash flows.

Recently Adopted Accounting Pronouncements
There were no recently adopted accounting pronouncements in the current year that had a material impact on 
the Credit Union.
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Notes to Financial  
Statements (Continued)
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Notes to Financial  
Statements (Continued)

Credit Quality Indicators
As part of the ongoing monitoring of the credit quality of the Credit Union’s loan portfolio,
management tracks certain credit quality indicators including trends related to the risk grade of loans, the 
level of classified loans, net charge-offs, nonperforming loans, and the general economic conditions in the 
Credit Union’s market.

The Credit Union utilizes a risk grading matrix to assign a risk grade to each of its loans. A
description of the general characteristics of loans characterized as watch list or classified is as
follows:

Pass/Watch
Loans graded as Pass/Watch are secured by generally acceptable assets which reflect aboveaverage risk. 
The loans warrant closer scrutiny by management than is routine, due to circumstances affecting the 
borrower, the borrower’s industry, or the overall economic environment. Borrowers may reflect weakness-
es such as job loss, inconsistent or weak earnings, break even or moderately deficit cash flow, thin liquid-
ity, minimal capacity to increase leverage, or volatile market fundamentals or other industry risks. Such 
loans are typically secured by acceptable collateral, at or near appropriate margins, with realizable liquida-
tion values. Consumer loans that are 45-59 days past due are graded as Pass/Watch.

Special Mention
A special mention loan has potential weaknesses that deserve management’s close attention. If left 
uncorrected, these potential weaknesses may result in deterioration of the repayment prospects for the 
asset or in the Credit Union’s credit position at some future date. Special mention loans are not adversely 
classified and do not expose the Credit Union to sufficient risk to warrant adverse classification.

Borrowers may exhibit poor liquidity and leverage positions resulting from generally negative
cash flow or negative trends in income. Access to alternative financing may be limited to finance 
companies for individual or business borrowers and may be unavailable for commercial real estate 
borrowers. Consumer loans that are 60-89 days past due are graded as Special Mention.

Substandard
A substandard loan is inadequately protected by the current sound worth and paying capacity of the 
obligor or of the collateral pledged, if any. Substandard loans have a well-defined weakness, or 
weaknesses, that jeopardize the liquidation of the debt. They are characterized by the distinct possibility 
that the Credit Union will sustain some loss if the deficiencies are not corrected.

Borrowers may exhibit recent or unexpected unprofitable operations, an inadequate debt ratio,
or marginal liquidity. These loans require more intense supervision by Credit Union
management. Consumer loans that are 90 or more days past due are graded as Substandard.
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Notes to Financial  
Statements (Continued)

The following tables present the December 31, 2025 and 2024, balances of 
loans by risk grade: 

Loans classified by management as both substandard and nonaccrual are individually evaluated 
for impairment.
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Notes to Financial  
Statements (Continued)

Transactions in the allowance for credit losses on loans and allowance for 
credit losses on off-balance-sheet items for the years ended December 31, 2025 
and 2024, were as follows:
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Notes to Financial  
Statements (Continued)

The following table presents the amortized cost basis, and related allowance for 
credit losses, of collateral-dependent loans by class of loans as of December 31, 
2025 and 2024:

First mortgage as well as second mortgage and home equity loans are all secured by first or 
junior liens on residential real estate. Commercial loans are secured by the business assets. 
Vehicle loans are all secured by new or used automobiles, motorcycles, or recreational vehicles.
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Notes to Financial  
Statements (Continued)
The following tables presents the amortized cost basis of loans at December 31, 2025 and 2024, that were both 
experiencing financial difficulty and modified during the years ended December 31, 2025 and 2024, by class 
and by type of modification. The percentage of amortized cost basis of loans that were modified to borrowers in 
financial distress as compared to the amortized cost basis of loans is also presented below:

There were no payment defaults during the year ended December 31, 2025 of loans to borrowers experiencing
financial difficulties that were modified during the previous twelve months. A vehicle loan in the amount of 
$26,797 was greater than 60 days past due as of December 31, 2025. All other modified loans were paying as 
agreed as of December 31, 2025 or less than 60 days past due as of December 31, 2025.

There were no payment defaults during the year ended December 31, 2025 of loans to borrowers 
experiencing financial difficulties that were modified during the previous twelve months. A vehicle loan in the 
amount of $26,797 was greater than 60 days past due as of December 31, 2025. All other modified loans were 
paying as agreed as of December 31, 2025 or less than 60 days past due as of December 31, 2025.

At December 31, 2025, the recorded investment of consumer mortgage loans secured by one to four family residen-
tial real estate properties for which formal foreclosure proceedings were in process was $212,611. There were no 
loans secured by one to four family residential properties in the process of foreclosure as of December 31, 2024.
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Notes to Financial  
Statements (Continued)
The following is a summary of loans by delinquent status: 

The breakdown of aging follows the credit union industry practice of reporting on the quarterly
5300 Call Report.

Loans on which the accrual of interest has been discontinued at December 31, 2025 and 2024
and the related interest not recorded and allowance for credit losses, are as follows:
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Notes to Financial  
Statements (Continued)

As of December 31, 2025, there was one available-for-sale security with a fair value of $2,498,250 in an 
unrealized loss position less than 12 months. 

The Credit Union evaluates securities available for sale that are in an unrealized loss position to determine whether 
the impairment is due to credit-related factors or noncredit-related factors. Consideration is given to the extent to 
which the fair value is less than cost, the financial condition and near-term prospects of the issue and the intent and 
ability of the Credit Union to retain its investment in the security for a period of time sufficient to allow for any 
anticipated recovery in fair value.

The Credit Union has the intent and ability to hold and does not believe it will be required to sell any investment 
securities prior to maturity. Unrealized losses are primarily due to market interest rates over the yields available at 
the time the underlying securities were purchased, and the Credit Union does not believe that any of the securities 
are experiencing unrealized losses due to reasons of credit quality. The federal agency securities the Credit Union 
owns are issued by FHLB and FHLMC, which the United States government has affirmed its commitment to
support. 

Based on management’s assessment of the investment portfolio at December 31, 2025 and 2024, no 
allowance for credit losses was required on the Credit Union’s investment portfolio. All securities were current 
with no securities past due or on nonaccrual as of December 31, 2025 and 2024.
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Notes to Financial  
Statements (Continued)
Contractual maturities of debt security investments at December 31, 2025, are summarized
below. Actual maturities may differ from contractual maturities because borrowers may have
the right to call or prepay obligations with or without call or prepayment penalties.

The Credit Union has pledged securities with an amortized cost of $20,000,000 and fair value
of $19,732,160 as collateral for available borrowings as of December 31, 2025. The Credit
Union had pledged securities classified as held to maturity with an amortized cost of 
$9,500,000 and fair value of $9,184,237 as collateral for available borrowings as of
December 31, 2024.

Note 5.	 Property and Equipment
A summary of property and equipment and the related depreciation at December 31, 2025 
and 2024 is as follows:
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Notes to Financial  
Statements (Continued)

Note 6.	 Members’ Share Accounts
A summary of members’ share accounts by type at December 31, 2025 and 2024 is as follows:

The amount of members’ share certificate accounts with balances of $250,000 or more was
$8,824,158 and $7,263,102 at December 31, 2025 and 2024, respectively.

Note 7.	 Borrowed Funds
The Credit Union has a $3,500,000 line of credit with its primary correspondent financial institution 
secured by securities held in safekeeping. The interest rates on advances would be variable.

The Credit Union has a line of credit with the Federal Home Loan Bank of Atlanta. The Credit Union 
could borrow up to $79,433,700 under the line as of December 31, 2025. Advances would be limited by the 
amount of loans or securities the Credit Union could pledge. The interest rates on advances could be fixed 
or variable.

The Credit Union has the capacity to borrow $6,346,710 at the Federal Reserve discount window, of which 
$0 had been drawn upon at December 31, 2025. The Credit Union has pledged securities at the Federal 
Reserve discount window with a par value of $6,500,000 asof December 31, 2025.

There was no interest paid on borrowings during the year ended December 31, 2025 or 2024.
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Notes to Financial  
Statements (Continued)
Note 8.	 Commitments and Contingent Liabilities
Financial Instruments with Concentration of Credit Risk
As of December 31, 2025, the Credit Union’s cash and cash equivalent balances exceed the insured deposit limit 
by $6,255,222. This is the amount on deposit as of December 31, 2025, in accounts at other financial institutions 
which exceed the FDIC or NCUSIF insurance limit of $250,000 per depositor in interest earning accounts.

The Credit Union originates real estate and consumer loans to its members throughout Harford County and the 
surrounding region. The Credit Union’s field of membership includes many groups. However, most members live, 
work, or worship in Harford County. Although thebCredit Union has a diversified loan portfolio, a substantial 
portion of its debtors’ ability to repay their loans is dependent upon the employment trends of the sponsors and 
the regional economy.
Litigation
The Credit Union is party to various legal actions normally associated with a financial institution. In 
management’s opinion, the aggregate effect is not material to the financial condition of the Credit Union.
Lease Commitments
The Credit Union owns a freestanding facility at Constant Friendship and pays monthly rent for the land. The 
lease term expires July 31, 2027. The Credit Union also owns a freestanding branch in the Aberdeen Marketplace 
and pays monthly rent for the land. The lease term expires August 31, 2029, and includes one additional 10-year 
renewal option through August 2039. 

Lease liabilities represent the Credit Union’s obligation to make lease 
payments and are presented at each reporting date as the net present value of the remaining contractual cash
flows. Cash flows are discounted at the Credit Union’s incremental borrowing rate in effect at the commencement 
date of the lease if the rate implicit in the lease is unattainable. Right-of-use assets represent the Credit Union’s 
right to use the underlying asset for the lease term and are calculated as the sum of the lease liability and, if 
applicable, prepaid rent, initial direct costs, and any incentives received from the lessor. 

The Credit Union’s long-term lease agreements are classified as operating leases. Certain of these leases offer the 
option to extend the lease term and the Credit Union has included such extensions in its calculation of the lease 
liabilities to the extent the options are reasonably assured of being exercised. The lease agreements do not provide 
for residual value guarantees and have no restrictions or covenants that would require incurring additional 
financial obligations.

The following table presents information about the Credit Union’s leases:
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A maturity analysis of operating lease liabilities and reconciliation of the undiscounted cash flows to the total of 
operating lease liabilities at December 31, 2025, is as follows:

The aggregate rental expense of premises and equipment was $194,150 and $202,894 for the years ended 
December 31, 2025 and 2024, respectively.

Financial Instruments with Off-Balance-Sheet Risk
Unused lines of credit at December 31, 2025 and 2024 were as follows:
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The Credit Union is party to financial instruments with off-balance-sheet risk in the normal course of business to 
meet the financing needs of its members, primarily in the form of commitments to extend credit. Lines of credit 
are agreements to lend to a member as long as there is no violation of any condition to the contract, and are made 
on the same terms, including rate and required collateral, as outstanding loans. Lines of credit are generally at 
fixed rates, although the Credit Union retains the right to change rates effective with any new draws on the
lines. Such lines do not represent future cash requirements because it is unlikely that all members will draw upon 
their lines in full at any time. 

The Credit Union recognized an allowance for credit losses on off-balance-sheet items of $8,000 and $6,400 in 
accrued expenses and other liabilities on the balance sheet as of December 31, 2025 and 2024, respectively.

Note 9.	 Related-Party Transactions
The officials and senior executive staff of the Credit Union enter into loan transactions with the Credit Union in 
the normal course of business. The terms of these transactions are the same as the terms provided to other 
borrowers entering into similar loan transactions.

Activity in these loans was as follows:

The total deposits in the Credit Union from the same officials and senior executives were $308,373 and $350,403 
at December 31, 2025 and 2024, respectively. 

Payments to directors for professional, marketing, and loan services totaled $0 and $10,085 during the years 
ended December 31, 2025 and 2024, respectively.

Note 10.	 Regulatory Capital
Under capital adequacy guidelines and the National Credit Union Administration’s framework for prompt 
corrective action (PCA), the Credit Union must meet specific net worth guidelines that involve quantitative 
measures of the Credit Union’s assets and liabilities, as calculated under accounting principles generally accepted 
in the United States of America. The Credit Union is required to maintain minimum ratios, as set forth below, of 
net worth to assets. Failure to meet minimum net worth requirements can initiate certain mandatory actions by 
regulators that could have a direct material effect on the Credit Union’s financial statements. Management
believes that the Credit Union meets all capital adequacy requirements to which it is subject as of December 31, 
2025.
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To be categorized as well capitalized, the Credit Union must maintain a minimum net worth ratio, calculated 
under the optional “average of daily assets over the calendar quarter” method at December 31, 2025 and 2024, as 
follows:

As of December 31, 2025 and 2024, the Credit Union’s net worth was categorized as well capitalized under the 
regulatory framework for PCA.
Note 11.	 Retirement Plan
The Credit Union maintains a retirement plan that qualifies under Section 401(k) of the Internal Revenue Code. 
The plan covers all employees. Employees may make voluntary contributions to the plan, and the Credit Union 
will contribute 100% of the first 3% of an employee’s eligible compensation as a match contribution plus 50% of 
the next 2% of the employee’s eligible compensation as a Safe Harbor contribution. Employee elective deferrals 
and the Safe Harbor contribution are fully vested. Credit Union employer matching contributions are subject to a
six-year vesting schedule. Retirement plan expense was $160,156 and $146,756 during the years ended December 
31, 2025 and 2024, respectively.

Note 12.	 Fair Value of Financial Instruments
The fair value of a financial instrument is the current amount that would be exchanged between willing parties, 
other than in a forced liquidation. Generally accepted accounting standards define fair value, establish a 
framework for measuring fair value, require certain disclosures about fair values, and establish a hierarchy for 
determining fair value measurements. The hierarchy includes three levels and is based upon the valuation 
techniques used to measure assets and liabilities.

Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the
	  Credit Union has the ability to access at the measurement date.

Level 2: Inputs other than quoted prices included within Level 1 that are observable for the
	  asset or liability, either directly or indirectly.

Level 3: Unobservable inputs that reflect the Credit Union’s own assumptions about the asset
	  or liability, in situations in which there is little, if any, market activity for the asset or
	  liability at the measurement date.

The following describes the valuation techniques used by the Credit Union to measure certain
financial assets recorded at fair value on a recurring basis in the financial statements:
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Securities available for sale: Securities available for sale are recorded at fair value on a recurring basis. Fair value 
measurement is based upon quoted market prices, when available (Level 1). If quoted market prices are not 
available, fair values are measured utilizing independent valuation techniques of identical or similar securities for 
which significant assumptions are derived primarily from or corroborated by observable market data. Third party
vendors compile prices from various sources and may determine the fair value of identical or similar securities by 
using pricing models that consider observable market data (Level 2). If the inputs used to provide the valuation 
for certain securities are unobservable and/or there is little, if any, market activity then the security would fall to 
the lowest level of the hierarchy (Level 3).

The two investment securities available for sale measured on a recurring basis as of December 31, 2025 were 
considered to be Level 2.

Certain assets are measured at fair value on a nonrecurring basis in accordance with GAAP. Adjustments to the 
fair value of these assets usually result from the application of lower-ofcost or-market accounting or write-downs 
of individual assets. The following describes the valuation techniques used by the Credit Union to measure 
certain assets recorded at fair value on a nonrecurring basis in the financial statements:

Fair Value Measurements on a Nonrecurring Basis
Collateral dependent loans evaluated are the only instruments that are measured at fair value on a nonrecurring 
basis. The Credit Union’s collateral dependent loans that are individually evaluated are measured by subtracting 
any specific reserve from outstanding principal. Specific reserves on collateral dependent loans individually 
evaluated are based on many factors, including management’s estimate of probable loss of principal of 
significantly delinquent real estate loans, and on the approximate market value of loans with LTVs exceeding 
100%.
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The following table presents quantitative information about Level 3 fair value measurements Sas of December 31, 
2025 and 2024:
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Blaise Sedney 
Lawrence Dukes 
Eric Rebbert 
Dr. Austin J. Hill

Steven Johnson 
Thorkild Paaby Jr. 
Charles Wellington  
Susan Roarty

Thomas J Weir 
David Jones 
Cynthia Hauf

Joan Hurley 
Grace Pangratz

Gilbert F. Kennedy, III 
John P. Shroads 
Matt White 
Alexander Coulson
Malia A. Dierken
Mark. D. Freyer 

Sherri Wilson
Diane P. Wimmer
Burke Bowers
Angie Gregory 
Erin McComas
Karin Rosario 



36

The

Diane Austin
Jael Banjoko
Danielle Becker
Melissa Becker
Burke Bowers 
Maureen Carroll
Celeste Cimbaljevich
Laurie Conrad
Alexander Coulson 
Malia Dierken 
Noreen DiGeorgio
Alexis Diggs
Julia Earnest
Deborah Fogler
Doris Foos 
Mark Freyer 
Yakenli Garcia Payamps
Natalya Gelis
Persis Gilbert
Susan Giannini
Teresa Godbee 
Angela Gregory 
Sandra Harvey
Darlene Henson 
Emalee Hood 

Ray Ingram
Anna Johnson
Ali Kargbo
Ruby Kaur
Patrick Kelly
Gilbert Kennedy III
Ryan Koutch
Tambra Kraft
Madelyn Lesniewski 
Zachary Lloyd 
Frank Margonis 
Robert Marshall 
Phyllis F. Martin
Erin McComas
Terry Miller-Snee 
Nehemiah Moss
Nashia Navarro Ordonez
Liam Phelan 
Stephanie Phelan 
Eileen Raff
Rolanda Richardson
Karin Rosario
Abigail Scarff
Jennifer Schaefer
Alexander Schaefer

Hannah Schepers
John Shroads Jr
Samantha Spoonire
Sarah Springer
Sean Stanbach
Shannon Stevens 
Rita Taylor 
Matt Tilghman
Jecen Trilles
Josh Walker
Andrea Wehage 
Kathleen Weisman
Matt White
Jessica Wickham
Brittany Williams
Sherri Wilson 
Diane Wimmer

Staff


