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INDEPENDENT AUDITOR'S REPORT

To the Board of Directors
Commonwealth Government Employees' Credit Union:

We have audited the accompanying statements of net deficiency of the Commonwealth
Government Employees' Credit Union (the Credit Union), a component unit of the
Commonwealth of the Northern Mariana Islands government, as of December 31, 2008 and
2007, and the related statements of revenues, expenses and changes in net deficiency and cash
flows for the years then ended. These financial statements are the responsibility of Credit
Union's management. Our responsibility is to express an opinion on these financial statements
based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the business-type activities of Credit Union as of December
3 1 , 2008 and 2007 , and the respective changes in net deficiency thereof, for the years then ended
in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
September 18,2009, on our consideration of the Credit Union's internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of

that testing, and not to provide an opinion on the internal control over financial reporting or on

compliance. That report is an integral part of an auditperformed in accordance with Government
Auditing Standards and important for assessing the results of our audit.
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The Management's Discussion and Analy'sis (MD&A) on pages 3 through 8. are not a required
parl of the basic f rnancial statements but are supplementary infbrmation required by accounting
principles general ly accepted in the United States of America. We have applied cerlain l imited
procedures. which consisted principally of inquir ies of management regarding the methods of
measurement and presentation of the reqr-rired supplementarl, infbrmation. However, we did not
audit the information and express no opinion on it .

bry, ('o'.'*,,/'C,
September 18. 2009
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C ommonweulth G overnment Employees
Credit Union

PO Box 500135. Saioan MP 96950

MANAGEMENT'S DISCUSSION AND ANALYSIS
Years Ended December 31, 2008 and 2007

, lose  l .  Sab lan
(  i c l rc ra l  \ ' l anagcr

This Management's Discussion and Analysis (MD&A) of the Commonwealth Government
Employees Credit Union's (the Credit Union) financial performance and condition for calendar
years 2008 and 2007 is intended to contribute to the reader, a better understanding of the Credit
Union's structure and activities. The reporl should be read in conjunction with the audited
financial statements and associated reports.

Note that this report may at times anticipate future events that are based upon current
assumptions subject to risk and uncertainties. Actual events may differ materially from these
expectations.

Overview

The Credit Union is a member-owned, nonprofit cooperative financial institution formed to
permit those in the field of membership to pool their savings, lend them to one another, and
own the organization where they save, borrow and obtain related financial services. The
members are the owners and the only "customers" of the Credit Union. The objective of the
Credit Union is to protect and safeguard the assets of the members, to offer financial services of
high quality at fair and reasonable rates, to educate members in sensible money management
and to promote the Credit Union's philosophy.

The Credit Union, a nonprofit government corporation, was formed on February 13, 1995
through legislation. It was created by Public Law 9-27, repealed in its entirety by Public Law
9-52 and amended by Public Law 10-37. The law provides that the Credit Union be
administered by a Board of Directors consisting of five members appointed by the Governor.
Each member shall serve a term of four years. Under the administration of the Board, the
Credit Union shall be managed by a General Manager who shall be appointed by the Board and
serve at the Board's pleasure. The General Manager shall have the authority over the day-to-
day operations of the Credit Union subject to the supervision of the Board. The Credit Union
presently has three other personnel.

Funding of Operations

The Credit Union has funded its operations from a $2,000,000 loan from the Northern Mariana
Islands Retirement Fund NMIRF). This loan was authorized by Public Law 9-52 and is
backed by the full faith and credit of the Commonwealth of the Northem Mariana Islands
Government. The borrowed funds were used to loan to qualified members. Presently, the
operations of the Credit Union are funded from biweekly allotments from members for the
repayment of loans. Additionally, the Credit Union is realizing other sources of income
through money made from loan interest, service charges, penalties, and commissions from

credit life insurance.
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Mttnu Eeruent's Discu.l.s i on und Analt's it

Operations

Financial assistance is provided to members through the extension of signature loans up to
$3.000 per member. Thc repavrnerrt of these loans is made through biweekly payrol l
deductior-rs authorized by Public law 9-,52. [.oan interest rates are 160/o or 18% depending on
borrowers credit historl '  frorn Eouifax Information Services.

Financial Policies

The Credit Union's f inancial pol icies fbl low accounting principles general ly accepted in the
United States of America (GAAP). Management is required to make estimates. disclosures and
assumptions in preparation of f lnancial statements in conformity with GAAP and actual results
may diff-er from amounts reported during the reporting period. The accrual basis of accounting
is utilized wherebv revenlles are recorded when earned. and expenses when liabilities are
incurred.

Signif icant l lnancial pol icies ol ' the ( 'redit LJnion inclr-rde a regular reserve requirement ( in an
amount which is equivalent to 6%o of the average o1'thc prirrcipal amounts of al l  the Credit
LJnion loans irr the intrnediate prececling f iscal year) and a special reservc recluircment ( in an
amount which is equivalerrt to 6% of thc average daily balance of al l  the Credit Union savings
and investment accoultts on deposit in the imnrcdiate preceding l iscal year). These reserves are
held in t irne cert i f lcates o1' deposit ( lCDs) with Federal Deposit Insurance Corporatiorr
ci 'rrnnrercial banks.

OVERVIEW OF FINANC]IAL PERFORMANC]E

Revenue

Operating revenlres in 2008 increaseci by $6"650 or 3o/o f iom 2007. 
' [ 'otal 

loan approvals and

disbursentent were lower thzrn the prior year which means a dccrease in revenues from loan

intcrest and loan l'ees. Loan lees ancl cornnrissior-rs fiom credit lif-e insLrrance are amortized

over the tcrnt ol' thc loan ancl arc not reporlccl as incot-ne in the currcnt period. Operating

revenues in 2007 clccreased by $73"553 f iom 2006 which is attr ibuted to a decrease in total loan

approvals and disbLrrsements.

Loan lnterest Rates

l 'he Clredit Union's i l t tcfest rates t 'rn unsecurcd loans rcntain f lxcd at 160A and l8% depending

on the borrower's credit histor1,. However. the interest rate fbr part ial ly secltred loans is l2o%.

Several del inquent loan accourrts in the process of col lection were assessed late charges of 5%

of the monthly payment due but not exceeding $25.

Expenses

The Credit l ;nion total write-otf of del inqr-rent loans in 2008 was $1.696. lnterest expense for

NMIRF loan amounted to  $135.144 and $138.209 and in terest  expense on members 'sav ings

accounts amounted to  $13.801 and $15.008 fbr  the years ended December 31,  2008 and2007,

resnectivelv.



Management'.s Di.scussion ancl Analy.si.s

Total operating expenses fbr 2008 decreased by 40o/, '  or $130.068 f iom 2007 mainl l ,  due to
decreases in salaries. \\,ages and fiinge beneflts. pension benefits. depreciation.
communicatior-rs. supplies and serr, ' ices. travel. and dues and subscript ions.

Change in  Net  Def ic iencv

Decreases in interest income on loans and other revenues attr ibuted to the increase in net
deficiency at December 31.2008. An increase in operating expenses and a decrease in interest
income and other income attr ibuted to t l ie increase in net deflciencv at December 3 1. 2007 .

The fbllowing condensed Statements of Revenues, Expenses and Changes in Net (Deficiency)
Asscts highlights the aforenrentioned changes in condit ion with comparative information from
prior vears.

Statcments of Revenues, Fl,xpenses and Changes in Net (Deficiency) Assets

Operating revcnLres
Intercst  inconre on loans
[-oan f 'ees and latc charges
Othe r

'f 
otal operating rcven Llcs

Prot  is iorr  fbr  loan losse s

Net  operat ine revenues

Operat ing expenses:
Salar ies.  wages ancl  f i inge benel i ts
Other

Tota l  c lperat ing expenses

Ope  ra t i ng  i nco rne  ( l oss )

Nonoperat ing revenues (expenses) .  net :
ln terest  inconre on in tcrcst  bcar ing accol ln ls
Interest  expense loan pal ,able
In te res t cxpense  depos i t s

Gain on sale of f ixed assets

Tota l  nonoperat ing revenues (expensc) .  nel

Change in net  (del ic ieno,)  assets

Net  def ic iency at  beginnins ofvear

Net  def lc iency at  end of 'year

2009

S 1.12.2,17
75 .688
27.1(f

rz15  ) l t ' r

?4r-?t0

123,4,J2
72 .083

t g s  5 1 5

4WL l

5 .666
( r 35 . r44 )
(  r 3 .801 )

{-]43;U9

(e3.568 )

(  r . i 75 .869 )

$ ( 136e,4i7)

2001

l_s2.-sl-5
8-s.79 |

_ 160

23 8.-586

?t8,186

t 2 2 . 0 1 4
) r l t  5 7 9

t r 5  5 9 l

( 87,Q117)

12.6.1 |
(  r 3 8 . 2 0 9 )
(  r 5 . 0 0 8 )

300

I4!;JA

(227.283 )

(  r  .  I48 . -586)

( Ljlj,869)

$
qBlgc

(  r 0 . 2 8 n )
( r 0 . r 0 3 )
2_7pll

6 .650

_ 6 .650

r . 4 2 8
(  r i  r . 4 9 6 )

(1]!.068)

1l4J_18

(  6 .e75 )
3.06.s
1 , 2 0 1
(300)

Gg0il

r 3 1 . 7 l - s

(221.283)

(q568)

%
Change 2006

-7 0/o 225,218
- 1 2 0 h  6 l . 6 4 5
104 04 25.216

3  o /o  3  12 .  139

0 % (4t .440)

3 % 210.699

I  oh |  33.844
-650h |  10.798

-400 244.642

t57o/n l6-Q5l

-55% 12 .144
-2o (140.241)

-  8 %  ( r 6 , 8 e 5 )
- l 00Yo

20 (_144.998')

- - s9% (  r  r 8 ,941 )

20o/o (  1.029.645)

7% Gl._4W)



Manuge me nl's D i.yc'u.y.s' i on und A nul.vs i.;

A condensed year- to-vear  compar ison of  the Statenrents of  Cash Flows:

Statements of Cash Flows
$

2008 2001 Change

Cash f lows f iom operat ing act iv i t ies S 57.493 (51.314) |  14.861
Cash tlows fiom capital and related

l inancing act iv i t ies (  180.790) (  |  80.448) (342)

Cash f lorvs f ionr  invest ins act i r  i t ies 11.820 29-5.485 (211.665)

Cash f ' lows f ionr  noncapi ta l  f inancing act iv i t ies i -s .63 |  f2 . ] ] ! )  87.867

Ne t  i nc rease  (dec rease )  i n  cash  and  cash  equ i va len ts  (9 ,846 )  5 .421  ( l - s .273 )

Cash and cash equivalents at  beginning of  1,ear  28.  I  -5 |  22J2+ 1.427

Cash  and  cash  ec lu i va len ts  a t  end  o f  yea r  $  18 ,30 -5  28 ,151  (9 ,846 )

A statcment  o l '  cash l low's lbr  the ) -eaf  enclec l  Dccember 3I .  2006 was l to t

therefbre. is not included in MD&A.

OVBRVIEW OF FINANCIAL CONDITION

o/o

Change

200%

0%
-7 4o/o

t 6 8 %

- 2 8 1 %

24%

-3-5%

presented ancl

The Credit LJnion's goal duri l tg the years was to rccrl l i t  nrore nrenlbcrs altd provide l 'nore loans
as wcll  as to improvc thc scrr, ' ices to i ts members.

I) lant and Ecluirrrncnt

At  December 31.2008.2007 and 200(r .  thc Credi t  IJr . r ion had $15.450.  $29.097 and $46,590,
respectivel),.  investecl in capital assels. nct of accr.rn-rulatecl cleprecitrt ion w'here applicable.
inclLrding l lrniturc and cquipntcnt. l 'ehicles ancl bui lcl ings iutcl inrprovclreltts. which represcnts
a net  c lecrcase in  2008 o l '$13.647 or  47 ' ' 'A  ovcr  2007 ancl  a  net  c lccrcase in  2007 o l '$17.493 or
38%o over 2006. Scc r-totc 4 to t l te l inancial slatements l irr Inore infbrn-ration on the Credit
I  I r r i on ' s  p lan t  a r rd  cqu ipn ren t .

6 -



M n n cr ge m e nt' s' D i.s' t' us.s' i o n u nd A n u / ys i.s

The following condensed Statements of Net Deflciency highlights tlie afbrementioned changes
in condition with comparative infbrmation fiom prior years.

Current and other assets
Capital assets

Total assets

Menrbers '  savings accounts
Loans pa1'able
Othe r  l i ab i l i t i es

To ta l  l i ab i l i t i es

Net  det ic iencl" :
Invested in  capi ta l  assets
Rcstr ic ted

l 'o ta l  net  del ic iency

To ta l  l i ab i l i t i es  and  ne t  de t l c i cnc r

Statements of Net Deficienc;.-

1008 2001

$  9 3 6 . 9 6  r  1 . 0 1 9 . 5 - 5 8
l-5.450 29.091

s 9-s2.41 I  l=048,655

$ 707.640 664,66)
|  .660.059 I  .704.9 l -5

-s4. 149 54.947

2.42_1.848 2_.424.524

l-5.450 29.097
(_Hq4-8E7) (]-4()1p6!)

(1.469.4t) ( 1'1_71-t09)

$ c)-s : , . I t  I  t .018,65. i

S %
Change Change 2006

(82 ,597 )  -8o /o  1 .3  13 .751
(t3.641)  -41% 46.590

(q6 :44  )  - qo  o  1 , i 60 ,14  |

42.918 60h 694.310
(44.8-56)  -3% t .146.105

(798) - lYo 61.852

(2.616) 0% 2"508.921

( 11.647) -4 lo/o 46.590
( 7 9 . 9 2 1 )  6 e ' o  ( 1 . 1 9 5 . 1 7 6 )

(9! - i6S) Jo, 'o  (1.148.58,0)

(96,244) -9o,/o 1,360"341

LOAN PAYABLE TO THE NORTHERN MARIANA ISLANDS RE' [ IREMENT FTIND

On Augr.rst 15. 1996. thc Crcdit lJnion cntered into a loan zrgrcemerlt with thc Northern Mariana
Islands Retirement trund (thc Fund). arr al l l l iatecl entity and component Llnit of the CNMI. The
loarn bears interest at a 1'loating rate based orr the actuarial rate o1' return on the Fund
invcstnrents. with a rninintunt r i t te of 7.5o/o and a maximum rate of 10% per al lnum. 

' fhe

intcrcst rate tor the vears eltcled Dccenrber 31. 2008 and 2007 was 8%o. The loan is payable in
month lv  insta l ln tents  o1 '$ l -5 .000 r ) \ ,er  a  per ioc l  o1 ' th i r ty  years expi r ing on March 15.2026.
l iunds borrowed arc col lateral ized by the l ir l l  fzr i th and credit of thc CNMI Government. a f irst
ntortgage on real propcrty (owned bl the CNMI (iovernmerrt) in Navy Hil l .  Saipan. a security
interest in the CNMI (iovernrnent's accolurts receivable. and deeds to rcal property (owned by

the CNMI Clol 'ernntent) on the islancls of '  Rota and Tiniarr. See note -5 to the f inancial

statements 1br morc infbrmation on the Credit LJnion's loan pay'able to the lrt tnd.

R ISK MANAGEMENT

The primary r isk that the Credit LJnion f-aces is the collection of delinquent accounts. The

Board of Directors and management have acquired the services of a law firm to assist in the

collection.
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Management's Di.scussion and Anulys'i,s

SIGNIFICANT COST CUTTING MEASURES

The Loan Assistant resigned on September 20. 2008 but his posit ion was not f i l led. However.

the Office Assistant was promoted to Loan Assistant therefbre eliminating the need to hire a

replacement. The Crec' l i t  Union's stal ' f ing was cut and personnel expenses were reduced.

SIGNIFICANT DATABASE IMPROVEMENT

The development of the Credit LJnion's s1'stem bl, Megabyte in 2007 has made the operations

of the credit unigl sr1-roother as far as service t9 rnentbers attd statement availabi l i ty. The

s,vstem is more user [ 'r icndlv ancl secLrri tv measLlres and acccss are l t lore ef-fective. However.

therc are a f-ew r.nore gl i tches in the report ing abil i t ."-.  whicl i  Megabyte are currently addressing.

CONTACTING THE CREDIT UNION'S FINANCIAL MANAGEMENT

This f lnancial report is designed to provide a gcrreral overview of t l ie Crcdit LJnion's l lnances

and to c' lentgnstrate thc Clredit LJnion's accountabil i ty fbr the moncy it  receives. 
' fhe

Managcnrent's Discussion and Analysis fbr the ycar cnded Dccerrber 31. 2006 is set forth in

the repor t  on the audi t  o f  the ( l red i t  LJnion 's  l lnancia l  s ta tcment  which is  dated Apr i l  13.2008.

l 'hat Discussion and Analysis explair.rs the ma.jor f irctors impacting the 2006 f inancial

statement. I f  you have any questions about the 2006 report. or need addit ional infbrmation'

please contact thc Cleneral Marragcr at the Conrntonwealth Governnlent Bmployees' Credit

IJr.r ion. P.O. Box 50013,5. Sairran. Ml'96950-01i5. or c-nrai l  ! ]gqgll ! i l  1!.cl()! t t .q-Q!l l  or cal l  664-

3900 .
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COMMONWEALTHGOVERNMENT EMPLOYEES'

Statements of Net Deficiency
December 31.  2008 and 2007

CREDTT UNION

A S S E T S

Current assets:
Cash and cash equivalents
Time cert i t lcates of deposit
Receivables:

Member loans. net of  al low,ance for loan losses
Accrued loan interest.  net of  al lowance of $70.683 and

$69.,103 as of Dcccrlber 3 I  .  2008 and 2007
Accrr"red bank interesl
Prepaids

Total current assets

Restr icted t i rne cert i f lcate of dcposit
Mcntbers loarrs leceivable. ncl
P lan l  and cqu ipnrent .  ne l

L IABIL IT I I ]S  AN D N E. I .  DEI : IC I  I ]NCY

Curren l  I iab i I i t ies :
Bartk overclrali
Current pol t ion of ' loan payable
Mernbers'  savings accounts
Acc<lur.rts payable
DLre to Saipan Credit  tJniorr
AccrLrccl  cxpenses
Def'erred incorne

' I 'otal  
current I  iabi  I  i t ies

I.oarr par i rhlc.  rrct  ol-  ctrrre nl  por l  iorr

- l -otal  
l iabi l i t ies

Net def ic iertcv:
Invested in capital  assets
Restricted

Total  net def ic iency

2008

18 .305
169.106

52t.402

5 .3  6B
2.884
1 .320

2001

28 . r51
166 .410

637  .37  5

6.056
t ,692
I  l 1 q

B r  0 .759

I . 6 r r , 089

_?.421.8t8

|  _5 .450
( rl!4f-qz)
( l  4 6 9 4 1 7 \

c ) 5 ?  4 l  l

840.91  3

44,448
t34.197
29.091

I . 0 4 8 . 6 5 5

1 4 . 9 9 3
44,453

664.662
r  2 ,3  85

1 0 0
12.878
1 4 . 5 9 1

164,062

t ,660,462

' t  4) 4 514

29.091
(  r .404.e66)

(  r , 375 ,86e )

r .048 .655

7 l  8 . 9 8 5

4 5 . 5 4  t
112.435
r,5.tf 0

952.41 |

? t . 4 4 7
48.970

707,640
r4 .2  r  8

400
6.066

I 2 . 0 r 8

See accompanying notes to f inat tc ia l  s taternt :nts .
-9-



COMMONWEALTH GOVERNMENT EMPLOYEES'  CREDIT UNION

Statements of Revenues. E,xpenses and Changes
Years Ended Decenrber 3 l .  2008 and

in Net Def ic iencl
2007

2!q8

142.241
7s,688
27,301

24 5 . :36

2001

t s . . )  5 1 S

8 5 , 7 9 1
260

Operat ing revenLtes:

Interest  incorne on loans

Loan f'ees and late charges

Otlrer

Total operati n-e revenucs

Operat ing expcnses:

C c n e r a l  a r t d  a d r t r i r r i r l r r l i \  c  c \ l ) c n s e \ '

Salar ies.  wages and f i inge benet l ts

Pens ion  bene l l t s

Deprcc ia t  ion

Conr  r run  i ca t  i ons

t J t i  I  i t i e s

Repai  rs  and r r ra i  r r tenancc

Sr rpp l i es  i u r ( l  sc r ' \  i c c :

l  ravel

Insrr rance

[rLrel

D t r cs  and  s t rbs i ' r i 1 r t i ons

Advert is ing

Profbssional  l -ees

M i sce l l ancoL rs

Tota l  general  arrc i  achnin is t rat ive expenses

Opera t i ng  i nco rnc  ( l oss )

Nonopera t i ng  revenues  (e \penses ) .  ne t :

In terest  inconre on in terest  bear ing i , lccounls

Intercst  expcnsc -  Ioarr  pavablc

l n l c r cs t  c \nensc  -  r l cp , r s i l s
( la in orr  sa lc  of  f l rec l  assets

Tc ' r ta l  nonoperat ing revenues (expense).  net

Change in net  c le l ic iency

Net  def lc iency at  beginning of  year

Net  def lc ierrcy '  a t  end of  year

See accorrpanying notes to l inancia l  s taterrents.

123.442
1 t  4 4 5

14.431
6.294
5 . 1 7 2
i . 7 6 9
j . 2 5  7
I  .706
r  ( )R5

1.692
428
720
3 8 8

_ _15e0

I  r ) 5  5 1 5

49.7 | 1

5.666
(  I  3 5 , 1 . 1 4 )
( r i .80 r )

23 8 .5  86

122,014
35,844
18.242
6,8  r2
4.697
2 . 7 5 1
I  l R r

3.46  |
2.484
1 . 2 t 4

976
484
t 6 5

123.061

1 ) 5  s q t

(87 ,007)

12.641
( r38 ,20e)
( r5 .008)

300

,l l l]212)

(e i . s68  )

(  r  .375,86e)

$ ___1_ll!9llz)

,_ (140.216)

(221.283)

(  r ,  r  48,s86)

_lli7s,8!2)
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COMMONWEALTH GOVERNMENT EMPLOYEES' CREDIT UNION

Statements of  Cash Flows
Years E,nded December 3 l  .  2008 and 2007

Cash f lo rvs  f iom opera t ing  ac t iv i t ies :

Cash received t l"onr irr terest and f 'ees on loans receivable

Cash pa .u- rnents  to  supp l ie rs  fb r  soods  and serv ices

C'ash paynrenls to emplovees fbl services

Net  cash prov ided b1 '  (L rsed fb r )  opera t ing  ac t iv i t ies

Cash f lou ,s  t ronr  cap i ta l  and re la t ing

A c q u i s i t i o n  o f  c a p i t a l  a s s e l s

Disposa l  o f  cap i ta l  assc ts

Repaynrent of lons-terr l  dcbt

lnterest paid on long-tenr debt

f l  nanc i  n r . I  ac t i v  i t  i cs

Net  cash used fb r  cap i ta l  and re la ted  f inar rc ing  ac t i \  i t i cs

(  a s l t  l l o r . r  s  l i o r t t  i r t r  c s t i r t g  i r u t i r  i t i c s :

Net  c l ranqe in  t in re  cer t i l l ca tes  o f  dcpos i t

Nc t  chanse in  res t r i c ted  t in re  cer t i t l ca tes  o fc lep t rs i t

ln le res t  rece ived on  in te res t  bea l ing  depos i ts

[ -oan or ig ina t io r rs  and co l lec t ions .  nc t

Net  cash p lov ic lcd  b l  invcs t ing  ac l i v i t ies

( 'ash  f lo rvs  f ionr  noncap i ta l  t inanc i r rg  ac t i \  i t i cs :

Net  change in  bank  ovcrc l ra f t

Nc t  dccrease in  dcpos i ts

Net  cash pror " ic ied  br ' (used l i r r )  r roncap i ta l  t lnanc ins  ac t iv i t ies

Net  inc rcasc  (dccrcasc)  in  cash i rnd  cash ec l r r i va len ts

( 'ash  and cash equ iva len ts  a t  beg inn ing  o f '1 ,ear

Cash and cash equ iva len ts  a t  cnc l  o f  vear

Reconc i l ia t ion  o fopera t ing  inconre  to  nc t  cash p lov ided by

o p e r a l i n g  a c t i v i t i c s :

Opera t i r ru .  inconre

,Ad. jus tn ren l  to  reconc i le -  npera t i r rg  i t t con te  to  t te t  cash

pror  idc t l  h r  opera t i r r r :  le l i r  i t ies :

Depreciat i t ' rrr

( lnc rease)  decrease in  assc ts :

In te res t  rece ivab le

O t l r e r  r e c e i r  a h l c s

Prepa i  ds

[ ) e c r e a s e  i n  l i a b i l i t i e s :

Accor , rn ts  payab le  a t rd  o ther  l iab i l i t ies

Net  cash prov ided by  (used fb r )  opera t ing  ac t i r  i t ies

See accompanying notes to f inancial statements.
- l t -
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COMMONWEALTH GOVERNMENT EMPLOYEES' CREDIT UNION

Notes to Financial Staternents
December 3 l .  2008 and 2007

(.1) Organization

The Commonwealth Government Employees' Credit Union (the Credit Union). a component
r"rnit of the Commonwealth of the Northern Marianas Islands (CNMI). was fbrmed on February
13.  1995 under  the prov is ions of  Publ ic  Lau c) -27.  repealec l  in  i ts  cnt i re ty  by Publ ic  Law 9-52
and antendec' l  bl,Public Law 10-37. The law created a nonprofit  government corporation
nranaged by a Board of Directors appointed by the Governor of the CNMI. The purpose of the
Credit Llnion is to proniote thrif i  antong its menibers by affording t l iem an opportunity to
accuntulate their savings and to create fbr them a soLlrce lbr credit to use fbr provident or
prodr-rct ive pLrrposes. 

' l ' l ie 
Crcdit IJnion considcrs al l  of i ts net assets. exccpt trct assets irtvested

in capital asscts. to bc rcstr ictccl lbr such purposes.

(2 )  SL rmnra r ) ' o f 'S ign i l l can tAccoun t ingPo l i c i es

-l 'hc 
accounting policies of the Credit IJnion conlirrrn to accoLlnting principles general ly

accepted in the t lnited States of America (GAAP). as applicable to governmental entit ies,
specif ical ly proprietary fr-rnc1s. ( iovernmental Accor-urt ing Standards Board (CiASB) Statement
No.20. Ac'c'ounting und lrinunc'iul Raportingjbr l)ropriclurv Fund.s untl Othcr (iovernntcnlttl

Entit ic^s thut ( i ,s 'e Proprictur.r, I iunt. l  At ' t 'ounting, recluires that proprictarl 'activit ies applY'al l
applicable CIASII proltoLl l tcenteltts as well as Statentetrts and Interpretations issued by the

Financial Accounting Stanctirds LJoard (FASB). Accounting Principles Board Opinions. and

Accounting Research Bullct ins ol- the Committee on Accor-utt ing Proceclures issued on or

betbre Novenrbcr 30. 1989. The C'redit tJnion has irnplemcnted CiASB 20 and elected l lot to

apply IrASB Statenrcnts ancl lnterpretations issuecl af icr Nor, 'ernber 30. 1989.

[:.stinrates

-I 'he 
preparation of '  f lnancial staternents in confbrmity' with GAAP requires tnanagcment to

make estirnatcs ancl assur-nptions that affbct the reported amounts o1- assets ancl l iabi l i t ies and

disclosr-rre of 'contingent assets ancl l iabi l i t ics at the date of thc l lnancial statemetrts and the

reportcd antounts o1'revenucs and expenses during the report ing period. Acttral results could

di l ' l 'e r  l ionr  t l rosc cs l imatcs.

Basis of Accounting

Proprietary l'unds are accoultted lbr on a flow of economic resources measurement focus. With

this measurement focus. al l  assets and l iabi l i t ies associated with the operation of this fund are

inclLrded within t lrc statements of net deficiencl ' .  Proprietary f irnd operating statements (not

presented) prescnt increascs and c' lecreases in net total assets. The accrual basis of accounting

is Lrt i l ized fbr proprietarv f irnds. IJnder this nrethod. revenLles are recorded when earned and

expenses recorded at the t ime l iabi l i t ies are i t tcurred.
-  1 1  -



COMMONWEALTH GOVERNMENT EMPLOYEES' CREDIT UNION

Notes to Irinancial Statements. Continued
Decernber 31. 2008 and 2001

(2) Summar)'  of Signif lcant Accountins Policies. Continued

Cash and Cash EqLrivalents and 
' l ' i rne 

Certi f icates o1- Deposit

For purposes of the statements of net deticiency'and caslr f ' low's. the Credit Union considers al l
highly l iquid inr, 'estments with a r.naturitv of three nronths or less when purchased to be casl ' t
and cash equivalents. Deposits made in t imc cert i f icates of deposit with original maturity dates
greater than ninetv clal 's are separatelv classif red. At Dccenrber 3 1. 2008 and 2007. total cash
and cash equiva lents  were $18.305 and $28.151.  respect ive ly .  and the corresponding bank
balances were $18.005 and $27.715"  respect ive ly .  At  l )ecember 31,2008 and 2007.  to ta l  t ime
cert i f icates of deposit were $215,247 and $210.858. respectivcly. Of thc bank balance amount.
$233.252 and $238.573 are rraintained in a t lnar.rcial insti tLrt ion sub.ject to Federal Dcposit
Insurance Corporation (FDIC) insurance as of l)ecember 31. 2008 and 2007. respectively.
Bank deposits in the ar.r.rount o1'$250.000 and $100.000 were FDIC insured as of Decetnber 31.
2008 and 2007. respectivcly. CNMI law does not recluire conrponettt units to col lateral ize their
bank accol rnts  anc l  thus thc Credi t  L In ion 's  dcnosi ts  in  excess o1 ' I rDIC insurat tce are
r,rnco I lateral izccl.

' l 'hc 
Loan agrecntcnt with the Northern Mariana Islancls Rctiremetrt Irund (the FLrnd). Art icle 4.

Sect ion 4.4.  s t ipu la les that  thc ( ' red i t  [Jn ion shal l  n ta in ta in .  a t  a l l  t inres.  a  separate c lebt  serv ice
firnd in an accollut scpurate l iont i ts other accolrnts lbr the pr-rrposc ol 'nraking rcpayments to the
F-und which shal l  consis t  o l .  a t  a  nr in inrunr .  three (3)  rnonths o1-payntents  o l 'pr inc ipa l  and
interest due. 

' l -he 
Crcdit [ . lnion has restr icted t irtrc cert i lrcates o1'deposit to cor-nprisc this debt

serr.,icc lr"rncl.

GASB Statement No. 3 previor.rsly required governnrent entit ies to present deposit r isks in
terms of whether the deposits f-el l  into the fol lowing catcgories:

Categorl ' I  l )eposits that are lcderal lv insr-rrcd or col latcral izecl with securit ies held by the
[ 'recl i t  [Jnion or i ts agent n the C]redit Union's name;

C'ategorl '2 Deposits that are insurecl bLrt ful ly col lateral ized with securit ies held by the
pledging f lnancial insti tr"rt ion's trust clepartnrent or agr-nt in thc Clredit [Jnion's name: or

Category'3 I)cposits that are col lateral ized with securit ies held by' the plcdging f lnancial
insti tut ion's trurst clepartment or agcnt bLrt not in the Crecli t  I inion's name and non-

col laleral i  z.crl  r lcnosi ts.

-  13  -



COMMONWEALTH GOVERNMENT EMPLOYEES' CREDIT UNION

Notes to Financial Staternents. Continued
l)ecernber 3 l. 2008 and 2007

(2) Summarv of  Sieni l lcant Account inc Pol ic ies.  Cont inued

Cash and Cash Equivalents and Time Certi f lcates of Deposit

GASB Statement no. 40 amended GASB Statentent No. 3 to in effbct el irninate disclosr.rre fbr
deposits fal l ing into categories I and 2 but retainecl disclosr-rres for deposits fal l ing under
category 3. Category 3 deposits are those deposits that have exposLlre to custodial credit r isk.
Custodial credit r isk is the r isk that in the event o1- a bank lai lure. the Credit Union's deposits
may not be returned to it. Such deposits are covered by depository insurance and are either
uncollateral ized or col lateral ized with securit ies held by the pledging f inancial insti tut ion but
not in the depositor-government's name. 

' fhe 
Credit Union does not have a deposits policy for

custodi l l  c rcc l i t  r isk

l.oans ancl Al lon'ance lor [-oan Losscs

Loans arc stated at the amoLrnt of unpaid principal and interest. reduced by an al lowance for
loalt losses. Interest ort loans is calcr,r lated bl, using the simple interest rnethod on dailv
balances of thc principal ermount or-rtstanding. 

' l 'he 
al lowancc fbr loan losses is established

through a provisiorr f irr Ioan losses chargecl to cxpcnsc. Loans are chargcd against the
al lowat tce lbr  loan losses when nranagenrent  be l icr . ,es that  the co l lect ion o1 ' the pr inc ipa l  is
unlikel l , .  

' [ 'he 
al l t twaltcc is i-u] i-un()Lult that managentcnt bcl icves wil l  be adcquate to absorb

possiblc losscs olt cxist ing loans that may be uncollectible. based on cvaluations of the
collectibi l i ty o1' loans and prior loan loss experience. The evaluations take into consideration
such fbctors as changes in the nature and volurne of the loan portfol io, overal l  portfbl io quali ty,
review o1. specif ic problenr loans and current economic condit ions that rnay affbct the
borrowers' abi l i t l"  to pav.

Plant and lrcl r-rirrnrent

Plant and ecluipment arc stated a1 cost. l'he Credit LJnion does not have a capitalization policy
for l lxcd asscts: however. i tenis with a cost that ecluals or exceeds $100 are general ly
capital izccl at thc t inre o1' acqLrisit ion. Depreciation is providecl by using the straight-l ine
method over the' estimatecl Lrselir l  l i l 'es o1'the assets and is charsed as a rcduction in the
invcstment in capital assets cornponer.rt t t f  net asscts.

Members '  Savings Accounts

Members' savings accor-rr-rts. which consist of regular savings and t inie cert i f lcates of deposit.
are subordinated to al l  other l iabi l i t ies of the Clredit LJnion upon l iquidation. Interest rates on
members' savings accounts are set by the Board of Directors. based on an evaluation of current
and f uture market condit ions. For the years ended December 3 1, 2008 and 2007, the interest
paid was two percent (2%) lbr regular savings and three percent (3%) for time certificates of
denosit.

l 4



COMMONWEALTH GOVERNMENT EMPLOYEES' CREDIT UNION

Notes to Financial Staternents. Continued
December 3 l .  2008 and 2001

(2) Summar)'  of Signif lcant Accor-rnting Policies. Continued

Del-errcd I oan I jccs

[,oan origination fbes are def'erred and arnortized into income as an ad.lr-rstment of yield using
the straight-l ine methoci over the contractual l i f-e o1'thc loans. Direct loan origination costs are
expensed as incurrecl. Diffbrences between this method and the metl.rod prescribed by SFAS
No. 91. Ac'c'otrnling /ir honrcfundubla I,-ec,s untl ('o.rl.i As.soc'iutad v,ith Originuting or
Ac'quir ing Loun.s und Ini l iul Dirct ' t  ( o. i / .r of Lcu,sc.; are not signi l icant ancl do not otheru,, ise
matcri i i l I-v- al lbct the accorlpanying f i  nancial statentents.

Retiren-rent Plan

The Credit LJnion contributes to thc Nortl iern Mariana Islands Retiremcnt FLurd (the Fund). a
cost-sharing rlult iplc enrplovcr clel inecl bencll t  pension plan administered by the CNMI. The
tirnd prol ' idcs retircrlent" sccurity, and other bcncll ts to enrployces o1- the CINMI Ciovernment
and ( 'NMI agencics. instrurnrcntal i t ics. and pLrbl ic corporert ions. anci to their spouses and
dependents.  CNMI l )ub l ic  [ -aw 6-17.  thc Nor thcrn Mar iana Ret i rernent  Fund Act  o f  1988
assigrrs thc authorit l ' to cstablish ancl antend benefit  provisions to the Fund's Board of' l ' rustees. -fhe 

Fund issues a pLrbl iclv available l inancial report that includes f lnancial
statcments and reqr"rired sLrpplenrentary' infbrntatior-r l i rr thc Fr-rnd. Thc rcport may be obtained
bv writ ing to t l tc Northern Mariana Islancls l tct irernent l ' -Lrncl. I).O. t lox 501247^ Saipan. MP
9(r9-s0-  1247.

Plan ntertrbers are recluirecl to contribr-rte [J.-5%r and 11 .\oh ol- thcir arrrnual covered salary lbr
Class I and Class II nrembers, respectively. and the C'redit Union is reqr,r ired to contribute at an
actuarial ly determined rate. 

- l-he 
current rate is 37.39o/o of annual covered payrol l .  The

contribution rcquirements ot 'plan members and the Credit lJnion are cstablished and may be
antcnded by'the FLrrrd's Board of 

' l ' rustees. ' l 'he 
Clrecl i t  Uniorr 's contributions to the lrund fbr

t l re  vears enc ' lcc l  Decenrber  i l .  200f1.  2(X)7 ancl  2006 werc $18.373.  $34,474 and $49.566.
respectivelr ' .  equal to thc recluired contribr"rt ions f ir l  cach vear.

Net Assets

GASU statement No. 34. Basic Financial Statements arrd Marragement's DiscLrssion and
Analysis fbr State ancl Local ( iovernrnents. has lequirecl thc Crecli t  [Jnion to establish net
asset  categor ies as l i r l lows:

Investment in capital  assets; capitai  assets. net of  accunrulated clcpreciat ion.

Restricted:
Nonexpendable - Net assets sr"rb.ject to externall;- imposecl stipulations that the Credit
Union maintain them permanently' .  At December 31.2008 and 2007. the Credit Union
does not have nonexnendable net assets

l 5



COMMONWEALTH GOVERNMENT EMPLOYEES' CREDIT UNION

Notes to Financial Statements. Continued
December 3 l. 2008 and 2007

(2) Summary of Signiflcant Accounting Policies. Continued

Net Assets

Hxpendable Net assets whosc Lrse by the Credit [Jnion is subject to externally imposed
stipulations that can be t ir l f l l led by actions of the Credit Union pursuant to those
stipr-r lat ions or that expirc by the passage of t irne. As described in note l .  the Credit
[Jnion considcrs al l  assets. ercept investments in capital assets. to be restr icted for
f i r tanc i r rg  to  i ts  r r rcnrhers.

Unrestrictcd: net assets that are not sub.ject to externally imposcd stipulations. As the
Credit LJnion considers al l  assets. except investments in capital assets, to be restr icted
fbr flnancing to its rnembcrs. tlie Crcdit Union does not have unrestricted net assets as
of Deccrrber i  l .  2008 and 2007 .

Ncrv AccoLrnt ing Stanc' larcls

During f lscal  vear 2008. thc [ ' rcdi t  IJnion i rnplementcd the fol lowing pronounccnrents:

(-iASI] Statenrettt No. 42. ,1c't'ounting unrl Itinurtc'iul Rcpor'ling /br Impuirmanl of
( 'upi tul  . ' { . t . r 'c l . r 'unLl l i t r  In. t t t runt 'a l l t , t 'oyar i t , ,s,  rvhich establ ishes standards fbr
i t -npa i rmcnt  o f ' cap i ta l  assc ts  when scn , icc  u t i l i t y  has  c lec l inec l  s ign i f i can t ly  and
tunexpectccl ly'.

GASB Statenrent No. 44. Et:orutmic' ('ondition Rcytrling; 7-he ,Stuti.vlicul Sac'tion, un
omendmcnl lo l{('GA Stulcntcnt l. which intprovcs the understandability and uselirlness
of stat ist ical  sect ion infbrr lert ion and acids infbrmal ion frorn thc new f lnancial  rcport ing
nrodel lbr state ancl local governments recluirecl  b1'  GASt) Statcr-nent No. 34.

GASII Statenrent No. 4(r. Nat A.s'.sat.s Restrit'ted bv Enubling Lcgi.s'lution (un umcndmenl
to ( lA,\8,\ lulcntant -tt"o. 

3l). which requircs that l imitations on the use of the net assets
ir.nposecl bv cnabling legislat ion be reported as restr ictecl net assets.

GASII Statcnrent No. 47. .1c't 'ortnt ing fbr 
' [erminulion 

Bcne/it .s, which establishes
guidancc l irr state ancl Iocal governntcr-l tal erlplol 'ers on accounting ancl f lnancial
rcDortins f irr termination bcneflts.

I
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COMMONWEALTH GOVERNMENT EMPLOYEES' CREDIT UNION

Notes to Financial Statements. Continued
Decernber 3 l. 2008 and 2007

New' Accor-rnting Standards

GASB Technical BLrlletin No. 2.004-2. Recognition r1/ Pen,sion ancl Other
Postcntplol'menl Bene./it Expenditure,s/Expensc und Liubilitie,s by (.'o.st-Shoring
E,mplover^s, which clarifies tlie recluirements of GASB Statement Nos. 27 and 45 fbr
recognit ion of pensiolr and other postemplo,v-ment benefit  expenditures/expense and
liabi l i t ies by cost-sharing employers.

T'he implemelrtat ion of '  thcse pronoLmccnrents did not have a material imnact on the
acc()ntpal ) \  i r rg  l in l rnc ia l  s ta tcnrerr ts .

DLrrirrg f lscal vear 2005. the Urcdit I inion inrplemented GASB Statenrcpt No.40. DcTtr.sit  un7
Inveslmcnl Ri 's'k Di 'st ' losLtrcs (utt urnendctl o/ GA,SB Stutuncnt iVrt. 3), wli ich modif lesprevious
custodial crecl i t  r isk disclosurc rcquircnrents ancl cstablishcs nrorc cuprprehepsir.,c r isk
cl isclosurc rcqtt irenlents relating to othcr col lnror-l  r isks o1- investrlerrts. such as credit r isk.
concentration o1-credit r isk. intcrest rate r isk ancl lbreign currency risk.

In April 2004. GASB issuccl Staternent No. 43. I,-inunc'iul llaprtrting .fir [,ostempltrymenl
Benc/it Pluns Othar Thun Pen,sion Plun,s'. GASB Statement No. 43 establishes r-rnifbrnr
f inancial report ing fbr other posternployment benefit  plans by state and local governntents. ' I 'he

provisicrns of this Statentcnt are e1- ct ive l irr periocls beginning al iel Decerlber I 5.2007.

In . luly 2004, (;AS[] issLred Statenrent No. 4.5. Act 'otrnting untl l , ' inunciul Rcytrt ing b.v
Fmplo.trt'.s .for Po.slantplo.t'rncnt Bana./it,s' Othar Thun I't:n.s'ion,s. (IASB Statemcnt No. 45
establishes stanclarcis fbr thc nrci lslrrenrent. rccogrri t ion. ancJ display of other postemploymcnt
bcnef l ts  cxpensc/expcncl i tures and re la ted l iab i l i t ics .  note d isc losures.  anc l .  i1 'appl icable.
recltt ired supplementary infbrmation in the f inancial reports ol- state and local governnrental
enlplovers. TIie provisions ol ' this Staterlcnt are efl-cctive fbr periods besinnins afier
Dccenrber  31.  100(r .
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COMMONWEALTH GOVERNMENT EMPLOYEES' CREDIT UNION

Notes to Financial Statcrnents. Continued
Decernber  3 l .  2008 and 2007

(.2) Summary of Signif lcant Accounting Policies. Continued

Neu' Accounti nq Stanc'lards

In September 2006. GASB issr,red Staten.rent No. 48, Sules und Plcdges of Rec'eivuhle,t and
Fulure Reyenues and Intru-Entity Trun.s/br o/'Asset.s nntl Fulurc Rct,cnues. GASB Statement
No. 48 establishes criteria that governments wil l  urse to ascertain whcther certain transactions
should be regarcled as a sale or a col lateral ized borrowing. 

' I 'he 
Statement also includes a

provision that stipLrlates that governntents should not revalue assets tliat are transferred between
financial report ing entit \  c( 'rnrp()nents. The provisions of this Statement are effbctive fbr
per iods beginning af ier  Decer lber  i  l .  2006.

In Dcccnrber 2006. GASB issued Statement No.49. At 'c'ounling und Finunc' iul Reporl ing.lor
I 'ol lut ion Ramadiution Ohligution,s. GASB Statenrent No.49 provides gr.r idance and
consistcncv under w'hich i l  governr-ncrrtal enti t l 'woulcl bc reclr"r irecl to rcport a l iabi l i ty rclated to
pol lu t ion rcnrec l ia t ion.  

' l - l re  
p lov is ions o l ' th is  Statenrent  arc  ef f 'cc t ivc  f i r r  pcr iods beginning

af ter  l )ccq lber  3 l .  1007.

In Ma1' 2001. GASt] issuecl Statenrent No. 50. I'an,s'ion [)i.sc'lo.s'ura,s un Antandmcnt d GASI)
StutemcntNo. 2i und 27. C}ASB Statement No. 50 more closely al igns thc f lnancial report ing
recluirements fbr pcnsions with t l iose f irr other post-cmployment bcnefits. 

' fhe provisions of
this Staternent are ef lbctive f irr neriocls besinning aficr . lunc 15. 2007.

In . lurrc 2007. ( ;ASU issLrccl  Statentent No. .51- ,4c'c 'otut l ing und Finunt ' iu l  Rcytr l ing.for

Intungihla A.s.;at .s.  ( ;ASII  Statcrncnt No.5l  addresscs wl icther and wl ien intangible assets

shoulcl  be consiclered capital  asscts lbr f lnancial  report ing purposes. 
' l ' l ie 

provisions of this

Statcment arc cl l 'cct ive fbr per iocls beginning af ier. lune l  -5.  2009.

In Novcrnber 2007. GASt] issLrecl  Statentcnt No. 52. Lunt{ unt i  Othar Rcul Esttr tc Lteld as'

Int ,c.stntant b) 'Endtnrntant. \ .  C;nSIl  Statcntcnt No. -52 establ ishes consistent standards fbr the

rcpor t ing  o l ' land  anc l  o ther  rea l  cs ta te  l te lc l  as  inves tmcnts  by  essent ia l l y  s im i la r  en t i t ies .  I t

rcqr.r i rcs encft twntcnts to report  their  lancl  ancl  othcr rcal  estate investments at la ir  value.

Governments are also recluircd to report  the changes in lair  r ' 'a l l te as investment income aud to

disclose the nrethocls and signi f icant assur-npt ions enrployec' l  to detern"r ine lair  value. and other

infbrmation that thev current ly present f i r r  other investnrcnts rcportcc' l  at  fair  val tre.  
' fhe

requirentents of this statentent:rre effecl ive fbr l lnancial  statentents f i l r  pcr iods beginning af ier

June I  5 .  2008.
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COMMONWEALTH GOVERNMENT EMPLOYEES' CREDIT UNION

Notes to Financial Statements. Continued
December 3 1. 2008 and 2007

(2) Sumniary of Signif-rcant Accounting Policies. Continued

New Accour-rtinq Standards

In .lr.rne 2008. GASB issued Statcment No. 53. Act'ounting und Finunciul Reporling ./or
Derit,ut i t ,c In.strumant.s. GASB Statement No.53 addresses t l-re recognit ion. measurement and

disclosure of infbrniation regarding clerivative instruments entered into by state and local

governments. Derivative instruntents are olten complex flnancial arrangements used by

governments to manage specif ic r isk or to make investntents. By entering into these

arrangentents. governments reccive and make payments based on market prices without

actuallv entering into the related f lnancial or cornr.nodity transaction. Derivative instrutnents.

how,ever. also can expose govcrnntents to signif icant r isk and l iabi l i t ies. 
' fhe 

requirements of

this statement are efl-ective fbr flnancial staternents fbr periods beginrring afier .lr-rne I5. 2009-

Off'-Balance S liect F i nanc ial Staternent I nstruments

In the ordinary course of 'busincss. the Credit LJnior.r has entered into ofl--balance sheet f lnancial

instruntents consist ing o1' commitntents to cxtencl credit.  Such f lnancial instruments are

rccorded ir-r the f lnancial statentents when thcy bcconre payable and thc amottnt of the Credit

LJnion 's  c t ' r r .nmi tmcnt  to  extend crcd i t  is  not  s isr r i l lcant  a t  I )ecember 31.2008.

(3) Members Loans and Allowance fbr [.oan L.osses

Loans receivable are reportcc' l  net o1' thc al lowartce lbr loatt  l t tsscs. 
' l 'he 

fbl lowing is a schedule

crf ' loans recci l 'able and al lowi l tccs as o1' l )ecenlber i  l .  2008 ancl 2007:

2008
[,oan Balance Allowance \lg!:\nlount

L-oans receir ahlc $ 91,1580 $ 4:E+l $@sl

2007
Loan Balance Allowance Net Amount

Loans receivable $ eelJu
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COMMONWEALTH GOVERNMENT EMPLOYEES'  CREDIT UNION

Notes to Financial Statements. Continued
December 31. 2008 and 2007

(3) Members Loans and Allowance fbr Loan Losses. Continr"red

Matr"rr i t ies of the abor, 'e principal balances subsequent to December 31.200tt and 2007. w'i l l  be
as fbl lows:

2008 2007

Fullv n.ratured and other $ 204.022 214.656
I  -  6  months 356.628 385.344
7 l8  months 299.592 327.170
19 nronths 3 r 'ears -51,43t1 63.941

$ 1l-l=030 .29-Lr_Ll

Allowances lbr Loan Losses

An ana lys is  o f  the  change in

Balance beginningo1'year
Provision for loans losses
Loans writtcn-ol l '

Ba lancc e nc l  o1 ' r 'car

thc allou'ance lbr lozur losses is as tbllows:

200f]

$ 21 9,-s3c)

(  1 .696)

$ 217-843

)007

219 .539

? r g  5 t q

( 'crtain off lcers ancl cnrplovccs ol ' thc Crecli t  [ ]nion werc loau cLrstonters cltrr ing 2008 and 2007.
Such loans werc in t lrc rtrdinar)/ col lrsc o1'busincss and do not represettt ntore than a normal
risk o1- col lection. [ 'otal loans oLrtstanding to thesc persons at L)ecerttber 31. 2008 and 2007
u,crc  $31.949 ancl  $26. i5 ,1.  rcspect ive ly .  Loans grantcc l  to  thcse pcrsons wcre ! i21.315 and

$30.247 c lur ing thc 1, 'cars cnc lec l  Dcccmbcl  i I .200u ancl  2007.  respect ive l l .  Relatcc i  pr inc ipa l

rcpar, 'rncnts during the years were $ I 5.720 and $19.i02. rcspcctivel l ' .
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COMMONWEALTH GOVERNMENT EMPLOYEES' CREDTT UNION

Notes tcl Financial Staternents. Continued
December  31 .  2008  and  2007

(4) Plant and Equipment

A sunrntary o1'plant and equriprnent as of Decernber 31.2008 and 2007. is as fol lows:

Estimated
Useful I- ives

Furniture and eqr"ripn'rent 5 years
Bui ld ing and Improventents 10 ycars

Lcss accrrnrr r la tc t l  r leprcc iat ior r
and amortization

[:st irrated
Usefr-r l  Lives

Furniture and ecluipmcnt 5 years
Vehicles 5 years
BLri lding and Improvemcnts l0 years

Less accurn u lated c' leprec iat ion
and anrort ization

Balance at
.lanuary
1 .2008

$  159 .788
56.468

2 l ( r . 256

(  r  t i7 . l5e)

$ =_zg-!llr

Balancc at
. lanuarl '
1 ̂ 2007

$  159 .039
15 .085
56.468

239.-sc)2

(  184.002)

$ 4e5e0

Addit ions

790

790

(14.437)

(]]:,6q)

Aclcl i t ions

749

749

(18.242)

(u_gl

Deletions

Delet ions

(  1s .08s)

(  rs.0us)

r  5.0t i5

. - : .

Balance
December
3  1 .  2008

160,578
56.468

217 .046

(20 r  .5e6)

_.ESa

Balance
December
31.2007

159,788

56.468

216^256

(  l  87 .1  5e)

) q  o 9 l

(-5) Loan Pa_v-able

On Ar-rgust l-5. 1996. t l"rc C'rccl i t  tJnion enterecl into i t  loan agreentetrt wit lr  the Northern Mariana

Islancls Retirentent [ ir .rncl (the Furnd). an a1]l l iatecl entity'anc1 cot.t. tpc'rnetlt  unit of the CNMI. The

loan bears interest at a lloating rate based on the acttrarial rate of return on the Fund

Investments. w,ith a minimum 7.5o/o and maximurl rate of l0% per anllLlm. 
' fhe 

interest rate fbr

the years ended December 3 1, 2008 ancl 2007 was 8%n. The loan is payable in monthly

insta l lments of  $15,000 over  a per iod of  th i r ty  years expi r ing on March 15.2026.  Funds

bonowed are collateral ized by the ful l  faith ancl credit of the CNMI Government. a f irst

mortgage on real property (ownecl by the CINMI Covernment) in Navy I{ i l l .  Saipan, a security

interest in thc CNMI Government's accounts receivable. and deeds to real property (owned by

the CNMI Government) on the islands of Rota and Tinian.
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COMMONWEALTH GOVERNMENT EMPLOYEES' CREDIT UNION

Notes to  F inancia l  Staternents.  Cont inued
December 31.  2008 and 2007

(5) l ,oan Pa),able. Continued

Principal pavnrents fbr subsequent y'ears ending December 3I and applicable interest due
(based on t l . re  in teres l  ra te ef fect  a t  Dccember 31.2008) .  are as fo l lon 's :

Ycars Ending
Decernber3 l .  Arnount  In terest  Tota l

2009 $ 18.970 13 r  .030 r  80.000
201 0 53.024 126,976 1 80.000
20 l l  - 57 .430  122 .510  180 .000
2012  62 .197  r  17 .803  180 .000
2013  67 . i . 59  112 .64  r  180 .000

2014 -  201 8 430.536 4( tL) .464 900,000
20le -  2023 641.432 258.568 900,000
2024 2026 299.111 22.875 321.986

$ l_o!(.-o5q l36vl d2L46

[ 'hanges in loan pavablc fbr thc vears endecl l)ecernbcr 31. 2008 ancl 2007 arc as fol lows:

Balance lJalance Due
Januarv December Within
1.  2008 Aclc l i t ions ILcc l r " rc t ion 31"  2008 One Year

Northern Marianet Islancls
Rctircment Iruncl U()4.?L5

Balance Balance Dtre
.lanuarv Decembcr Within
1.2007 Adcl i t ions RedLrct ior r  31.2007 One Year

Nof ihern Mar iana Is lands
Retirenrcnt liuncl l-716-1Q5

(6)  Contr ibut ion

The Credi t  [ . ln ion 's  o l f ice spacc is  contr ibutcd b1, the C'NMI.  The Credi t  lJn ion does not  record
this contribution rer,,enue ancl relalecl expensc. 

- l 'he 
esl imated f-air ntarket valrte ol ' the

contribr.rt ion has not bccn recorciccl as rcvcnllc or cxpense as the CNMI has not al located the
contribution valuc to thc ( 'redit [ ]nion. ancl the ( 'recl i t  [ . ]nion has not assessed the fair market
value o1' the contribution.
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COMMONWEALTH GOVERNMENT EMPLOYEES' CREDIT UNION

Notes to Fir-rancial Staternents. Continued
December 3 l. 2008 and 2007

(7) Risk Manaeement

The Credit Union is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; in"juries to employees; and natural disasters. The
Credit Union has elected to purchase commercial insurance from independent third parties for
the risks of losses to wl-rich it is exposed. Settled claims fiom these risks have not exceeded
commercial insurance coverage durinq the last three vears.
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