Note to our members regarding our financial statements for March 2009:
The Board of Directors of your credit union wants you to know that our credit union is individually doing quite well.  In these times of economic challenge we are operating at a profit, experiencing very low delinquency, and have a fully funded contingency account for loan losses.  

However, as a part of the Credit Union Cooperative System, we have encountered a need to fund a part of the system that needs to be fixed.  Our credit union has a liquidity account with a Corporate credit union to interface with our cash flows.  While your individual account is carried on our books, we use the Corporate credit union to receive all the incoming and clear all the outgoing transactions.  They receive all the deposits for payroll, ACH, etc. and when you write a check it comes from our account at the corporate credit union.  By maintaining a balance there, we are able to accommodate the daily flow of cash in and out of the credit union. 

One of the functions some credit unions used their Corporate Credit Union for, was to make investments with the excess funds held by the individual credit unions.  When members make deposits, we try to lend that all out to other members so we can pay high dividends on shares.  When shares keep coming in and loans do not keep pace, we invest those funds into financial instruments to obtain a higher yield than a cash account can earn.  Some of those investments are with Government guaranteed Bonds, and some with Government guaranteed Certificates of deposits.  
The Corporate credit unions were allowed to invest in other-than-government-guaranteed investments.  This caused the system a huge loss and we must pay our fair share (although there is nothing fair about it) to restore the system.
How this affects you – No direct effect.  Your funds are fully insured to at least $250,000, which covers most of us.  

The biggest effect of this bail out is that the Credit Union Cooperative System must pay for the losses and this comes from our retained earnings.  Your credit union has built that up over time for rainy-day contingencies and, this is one of those times.  We must expend some of our capital to bail out the system.  Credit Unions have never gone to the US Taxpayer through Government bail-outs or assistance in the past and we are not doing that here.   

While your credit union has written off some of its capital, we are still well reserved for future contingencies.  Our regulator requires us to maintain 7% capital and we have over 10% capital after this write-off.  Accounting practices requires us to run the expenditure through the balance sheet, so that’s the reason for the big negative numbers.
We all hope that this will not come back in the future to damage our balance sheet and we continue to operate profitably in order to build our reserves.  
Please direct any questions to our President, Gregg Stockdale.
