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The Office d the Public Auditor (OPA) contracted with Deloitte & Touche to conduct an
audit of the Govemment Employees’ Credit U nion’s Satement of N et Assts only (Balance
Sheet). An audit ofthe Ll financial satementswasnotreported primarily beause no inancil
statement audt wascondicted sincel997. Thus, cetain ciitical financial information could ot be
verified nor confirmed Financial audits subsegent to 2004, the period audited, will i nclude audits
of the 1ll financil gatements ofthe Credit Union. Thesefinancil siatements will include,
aong with the Statement of N et Assets, a Statement of Revenues, Expenses, and Changesin

N et Assts, and aStatement of Cash Flows. Thissummary presents OPA’sreview on the
Credit Union’s Satement of N et Assts for the cdenda year 2004.T he aidit wasconduced
in accordance with auditing standards generally aaccepted in the U nited States and with
applicable provisions of Govenment Auditing Sandardsissued by the Comptroller Genera of the
U nited States.

In the auditor’s report, the auditor stated that the M anagement Discussion & Analysis (M D &A)
did not conform with guidelines established by GASB as the audit was restricted to the
Statement of N et Asets, and the MD &A did notinclude disaussons on he satment of
revenues expengs and change in netasets, the cah flow statement and its sgnificant long-
term debt. However, the Credit U nion received an unqualified opinion, or “clean opinion,”
indicating that the data contained in the statement of net assets can be relied upon. This
summary is provided solely for informational purposes. N o audit opinion on the related data is
expressed nor inferred by OPA. A copy of the audit report may be obtained at the Credit

U nion or the Office d the Public Auditor.

T he Opinion, Financil Statements, and N otesto the Financil Stattments ae the three
primary components, which taken together, give an informed reader an overview of the
financial condition of the audted entity. As stated alove, the Credit Union recevedan
unqualified ophnion, or “clean” opinion, indicaing thatthe datacontained in the report can be
relied upon. Additionally, management prepares an unaudited Management Disusson ard
Analysis(M D &A) which is presented on pages 3-5 of the audit report.

The Commonweath Government Employees’ Credit U nion (CGECU ) was established in
February 13 1995 as anonprofit govenment corpaation under Public Law 9-27. T his law was
subsequently repealed by Public Law 9-52 and then amended by Public Law 10-37. Both
Public Laws 927 and 952 efectvely aolished he former Sapan Credit U nion and ceaed
the newly formed Government Employees Credit Union. Public Lav 10-37 clarified the
relationship between the two Credit U nions and placed the CGECU as areceiver for the
former Sapan Credit Union.

The Government Employees Credit U nion is managed by a5 member Board of Directors who
are appointed by the Governor for four year terms. The Credit U nion’s main purposeis to
provide its member ownerswith a ®urce of obtaining loansand credit and a depo#gory for
savings. Membership in the Credit U nion is restricted to employees of the Commonwealth
government, retirees, spouses and children.

Calendar Year 2004Perform ance

The Credit Union’s Satement of N et Assts (Balarnce Sheet) reports assts and liahilitiesat a
given point in time and assesses an agency’s overal financial position. At December 31, 2004,
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total liahilitiesexcee total asets by$946816. Consejuently, total N et Asets ae negdive.

N egative assets indicate that the overal financial condition of the Credit U nion is weak, and
that it is not achieving an adequate standard to be in operation. Another indicator of the health
of the credit union can be measured in its current ratio, which is determined to be 0.928 to 1.
T his ratio suggests that for every one dollar of liabilities the Credit U nion has outstanding, it
can only pay out $.93 cents. The higher the current ratio, the more liquid acompany isin
meeting its short-term debt obligation.

Some of the Credit U nion’s significant assets are in its cash and cash equivadents and

recevables which constitute amajority of its member loans. These assatare sated se@rakly as
unresticted ard resticted. Unresticted aash andcash egivalents ad recevables fiet of loan
losseskyre sated as $82,000 and$700,984; resricted caash andcash egivalents ad recevables,
net ae stated as $8,044and $831,307. Other significant &ses listed are pantandequipment &
$41,340, accrued interest a $14,081, and other recevables reported & $8,663.

Possble delinquent accounts is arisk the Credit U nion faces; thus, it must be aggressve in its
collecton efforts o minimize the anounts of such bsss The dlowance for loan bseson
member loans a December 31, 2004, was cdculated to be $256,584, which represents about
14.3% of total member loans. This dlowance is an amount based on management’s belief will
adequately absorb possible loan losses on existing loans. Eighty percent of the Credit U nion’s
total ases & meaured in its net loans tototal ases ratio are invested in the loan portfolio. A
maximum ratio should be esablishedby managenent in order to avod any liquidity problems.

The Credit U nion’s material liabilitiesremain in its outstanding loan payable of about $1.8
million. The payable stems from aloan agreement entered into with the N orthern M ariana
Islands Retirement Fund (the Fund) in August 1996 for aperiod of thirty years and expiring in
M arch 2026.0ther sgnificant liahilitiesinclude member's savingsaccounts which is reported
at $941,520, the current portion of the loan payable at $32,635, accounts payable a $23,944, and
deferred income a $32,081. In its M anagement Discussion and Andysis (M D &A) report, the
Credit U nion noted that itis doing its best to boost membership, improve sevices toits
members, and provide more loans toincreas its income potential.

Audit Findings

Audit findings are reportable items considered material by the auditors. Findings document
situations where egablished poicy, procedures or standads havenot been followed. Such
deviations may kead b lossesdr the CN M1 or misstatements n its financial reports. Findings,
if they remain uncorrected, can ultimatdy lead to qualifications in the Opinion of the auditors.
For Caendar 2004, the Credit Union has seven (7) reported audit findings and zero (0)
unresolved findings from prior year audits. Although seven findings are reported, the Credit

U nion has esablishedcorredive acton plans br eachof these repated findings.

N ote

OPA notes that based on its dbservaions and preliminary review of financia transactions and
unaudited reports shce 24, it appearshatthemanagenent ofthe Credit U nion’s financial affairs
hasimproved from prior years. OPA notes in paticular, stonger participation andoversight by
the Credit U nion’s Board of Directors(BOD). Also, there seemsacloser cooperative relationship
between the Credit U nion’sBO D and management over thefinancial affairsof the Credit U nion.
T o assist management and the BOD, OPA will contractfor an independent financial audit for 2005
and2006. T his will bring the Credit U nion currentin terms df its financial reporting respnsibilities.

A copy of the financial statements may be obtained from the Office of the Public Auditor or the Credit Union
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