
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 DOMINION CREDIT UNION  

 

 INDEPENDENT AUDITOR =S REPORT 

 

 DECEMBER 31, 2007 AND 2006 



 

 

 

 

 

 INDEPENDENT AUDITOR'S REPORT 

March 5, 2008 

 

 

 

Supervisory Committee 

Dominion Credit Union 

Richmond, Virginia  

 

 

We have audited the accompanying statements of financial condition of Dominion Credit Union 

as of December 31, 2007 and 2006, and the related statements of income and comprehensive 

income, changes in members= equity, and cash flows for the years then ended.  These financial 

statements are the responsibility of the 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 U.S. generally accepted auditing standards.  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 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 financial position of Dominion Credit Union as of December 31, 2007 and 2006, and the 

results of its operations and its cash flows for the years then ended in conformity with U.S. 

generally accepted accounting principles. 

 

 

 

SCHREINER, LEGGE & COMPANY 

CERTIFIED PUBLIC ACCOUNTANTS 



 

The accompanying notes are an integral 

part of these financial statements 
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 DOMINION CREDIT UNION  

 STATEMENTS OF FINANCIAL CONDITION  

 AS OF DECEMBER 31, 2007 AND 2006 

 

 
 

ASSETS 
 
 

2007  2006 

Cash and Cash Equivalents $ 17,105,659  $ 26,075,971  

Loans to Members 

Less: Allowance for Loan Losses of $211,958 (2007) 

  and $239,456 (2006) and Deferred Fees of 

  $60,683 (2007) and $65,611 (2006) 

 

 

 

 90,898,157 

  

 

 

 81,513,393  

Investments  41,232,135   19,464,123  

Accrued Income Receivable  617,902   423,679  

Note Receivable  200,000   200,000  

Furniture, Fixtures, and Equipment 

Less:  Accumulated Depreciation of $1,591,517 (2007) 

  and $1,460,090 (2006) 

 

 

 281,971 

  

 

 330,358  

Leasehold Improvements 

Less:  Accumulated Amortization of $357,435 (2007) 

  and $335,166 (2006) 

 

 

 105,912 

  

 

 128,183  

NCUSIF Deposit  1,146,089   1,039,728  

Other Assets  260,477   250,418  

  TOTAL ASSETS $ 151,848,302  $ 129,425,853  



 

The accompanying notes are an integral 

part of these financial statements 
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DOMINION CREDIT UNION  

STATEMENTS OF FINANCIAL CONDITION  

AS OF DECEMBER 31, 2007 AND 2006 
(CONTINUED)  

 

 
 

LIABILITIES AND MEMBERS' EQUITY 

 
 
 2007  2006 

Liabilities    

Members= Share Accounts $ 131,767,517  $ 111,742,205  

Accounts Payable and Accrued Expenses   771,363   604,931  

  Total Liabilities  132,538,880   112,347,136  

Members' Equity    

Regular Reserves  2,229,057   2,229,057  

Undivided Earnings  16,677,980   15,227,066  

Accumulated Other Comprehensive Income  402,385   (377,406) 

  Total Members' Equity  19,309,422   17,078,717  

  TOTAL LIABILITIES AND  

    MEMBERS' EQUITY 

 

$ 151,848,302 

  

$ 129,425,853  



 

The accompanying notes are an integral 

part of these financial statements 
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 DOMINION CREDIT UNION  

 STATEMENTS OF INCOME AND COMPREHENSIVE INCOME  

 FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006 

 

 

 2007  2006 

INTEREST INCOME    

Interest on Loans $ 5,891,280  $ 5,228,877  

Interest on Investments  2,507,748   1,989,641  

  8,399,028   7,218,518  

INTEREST EXPENSE    

Dividends on Share Accounts  3,815,826   2,656,002  

Net Interest Income  4,583,202   4,562,516  

Provision for Loan Losses  103,415              (164,197)  

Net Interest Income after Provision for Loan Losses  4,479,787   4,726,713  

Other Operating Income  1,392,726   1,240,870  

Net Operating Income Before Operating Expenses  5,872,513   5,967,583  

OPERATING EXPENSES    

Employee Compensation and Benefits  2,067,224   2,075,481  

Credit Card/ATM  770,377   618,827  

Depreciation  185,820   155,004  

Occupancy ï Lease  183,254   179,037  

Other General and Administrative  1,214,924   1,154,795  

  Total Operating Expenses  4,421,599   4,183,144 

Net Operating Income  1,450,914   1,784,439  

NON-OPERATING (LOSS)    

(Loss) on the Sale of Investments  -0-   (492,364) 

NET INCOME  1,450,914   1,292,075  

OTHER COMPREHENSIVE INCOME    

Unrealized Gain (Loss) on Available-for-Sale Securities:      

  Unrealized Holding Gain Arising During the Year  779,791   448,197 

  Reclassification Adjustment  -0-   141,037  

  Total Other Comprehensive Income  779,791   589,234 

Total Comprehensive Income $ 2,230,705  $ 1,881,309  



 

The accompanying notes are an integral 

part of these financial statements 
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 DOMINION CREDIT UNION  

 STATEMENTS OF CHANGES IN MEMBERS = EQUITY  

 FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006 

 

 

  
 

 
 

 

Regular 

Reserve 

 

 
 

 

Undivided 

Earnings 

 
Accumulated 

Other 

Comprehensive 

Income 

 
 

Total 

Members= 
Equity 

 
Balance as of December 31, 2005 

 
$ 2,229,057  $ 13,934,991  $ (966,640)  15,197,408 

Net Income  -0-   1,292,075   -0-  1,292,075 

Change in Unrealized Gain (Loss) 

  on Available-for-Sale Securities 

 

 -0-  

 

 -0-  

 

 589,234 

 

 589,234 

Balance as of December 31, 2006   2,229,057   15,227,066   (377,406)  17,078,717 

Net Income  -0-   1,450,914   -0-  1,450,914 

Change in Unrealized Gain (Loss) 

  on Available-for-Sale Securities 

 

 -0-  

 

 -0-  

 

 779,791 

 

 779,791 

Balance as of December 31, 2007 $ 2,229,057  $ 16,677,980  $ 402,385 $ 19,309,422 

 

 

 



 

The accompanying notes are an integral 

part of these financial statements 
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DOMINION CRE DIT UNION  

STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006 
 

Cash Flows from Operating Activities 2007  2006 

Inflows:    

  Interest Received on Loans $ 5,869,731  $ 5,199,239  

  Interest Received on Investments  2,335,074   2,029,600  

  Fees and Charges and Other Receipts  1,392,726   1,240,870  

  Mortgage Loans Sold  7,028,000   1,524,000  

  16,625,531   9,993,709  

Outflows:    

  Interest Paid on Members' Share Accounts  3,815,826   2,656,002  

  Payments to Employees for Compensation and Benefits  2,025,443   2,041,824  

  Payment to Vendors and Suppliers  2,027,563   1,948,714  

  Mortgage Loans Originated for Sale  7,028,000   1,524,000  

  14,896,832   8,170,540  

Net Cash Provided by Operating Activities  1,728,699   1,823,169  

Cash Flows from Investing Activities    

Inflows:    

  Proceeds from Maturities and Sales of 

    Available-for-Sale Investment Securities 

 

 5,490,478 

 

 

 

 12,698,711  

  Proceeds from Other Investments  1,000,000   4,103,780  

  NCUSIF Refund  -0-   26,784  

  6,490,478   16,829,275  

Outflows:    

  Net Loans Made to Members in Excess of Repayments  9,488,179   6,082,916  

  Purchases of Available-for-Sale Investment Securities  20,948,149   262,182  

  Other Investment Purchases  6,530,550   14,953  

  Purchases of Furniture and Equipment  115,161   145,234  

  Pledged Deposit Addition  26,400   22,100  

  NCUSIF Addition  106,361   -0-  

  37,214,800   6,527,385  

Net Cash (Used in) Provided by Investing Activities  (30,724,322)   10,301,890  

Cash Flows from Financing Activities    

Inflows:    

  Net Increase in Time Deposits  18,184,367   7,448,182  

  Net Increase in Demand Deposits  1,840,944   -0- 

  20,025,311   7,448,182 

Outflows:    

  Net Decrease in Demand Deposits  -0-   6,845,723 

Net Cash Provided by Financing Activities  20,025,311   602,459 

Net (Decrease) Increase in Cash and Cash Equivalents  (8,970,312)   12,727,518 

Cash and Cash Equivalents - Beginning of Year  26,075,971   13,348,453  

Cash and Cash Equivalents - End of Year $ 17,105,659  $ 26,075,971  

 



 

The accompanying notes are an integral 

part of these financial statements 
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DOMINION CREDIT UNION  

STATEMENTS OF CASH FLOWS 

FOR THE YEARS ENDED DECEMBER 31, 2007 AND 2006 
(CONTINUED)  

 

 

 2007  2006 

Reconciliation of Net Income to Net Cash 

  Provided by Operating Activities 

 

   

Net Income $ 1,450,914  $ 1,292,075  

Adjustments to Reconcile Net Income to Net Cash 

  Provided by Operating Activities: 

   

Depreciation  185,820   155,004  

Provision for Loan Losses  103,415  (164,197)  

Loss on Sale of Investments  -0-   492,364  

(Increase) Decrease in:    

  Other Assets  16,341  (67,195)  

  Income Receivable  (194,223)   10,321  

Increase (Decrease) in:    

  Accounts Payable and Accrued Expenses  166,432   104,797  

Total Adjustments  277,785   531,094  

Net Cash Provided by Operating Activities $ 1,728,699  $ 1,823,169  
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DOMINION CREDIT UNION  

NOTES TO FINANCIAL STATEMENTS  

DECEMBER 31, 2007 AND 2006 

 

 

NATURE OF BUSINESS AND ORGANIZATION: 

 

Dominion Credit Union was organized as a credit union in the Commonwealth of Virginia in 

1940 for the purpose of promoting thrift among its members and creating a source of credit for 

provident and productive purposes.  Dominion Credit Union provides a variety of financial 

services to its members, most of whom are employees of Dominion Resources, Inc., and its 

subsidiary corporations.  The credit union's primary deposit products are demand and time 

deposit accounts, and its primary lending products are consumer and residential real estate loans. 

 

NOTE 1 -  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

 

Basis of Accounting 

 

The accompanying financial statements are prepared on the accrual basis of 

accounting in accordance with U.S. generally accepted accounting principles. 

 

Use of Estimates 

 

The preparation of financial statements in conformity with U.S. generally 

accepted accounting principles requires management to make estimates and 

assumptions that affect the reported amounts of assets and liabilities and 

disclosure of contingent assets and liabilities at the date of the financial statements 

and the reported amounts of revenues and expenses during the reporting period.  

Actual results could differ from those estimates. 

 

Investments 

 

The credit union=s investments are classified and accounted for as follows: 

 

Available-for-Sale - Government and federal agency securities are classified 

available-for-sale when management anticipates that the securities could be sold 

in response to interest rate changes, prepayment risk, liquidity, availability of and 

the yield on alternative investments and other market and investment factors.  

These securities are reported at fair value. 

 

Investment securities other than debt and equity securities are recorded at cost 

which approximates fair value. 
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The change in unrealized gains and losses on securities classified as available-for-

sale is recognized in the statement of income and comprehensive income as an 

increase or decrease in other comprehensive income.  Accumulated 

comprehensive income is recorded as a separate component of members= equity. 

 

Declines in the fair value of individual available-for-sale securities below their 

costs, that are other than temporary, result in write-downs of the individual 

securities to their fair value.  Factors affecting the determination of whether an 

other-than-temporary impairment has occurred include a downgrading of the 

security by a rating agency, a significant deterioration in the financial condition of 

the issuer, or that management would not have the intent and ability to hold a 

security for a period of time sufficient enough to allow for any anticipated 

recovery in fair value. 

 

The cost of securities sold or called is recognized using the specific identification 

method.  Gains and losses on sales of investment securities are stated separately in 

the statement of income and comprehensive income after arriving at net operating 

income. 

 

Management has classified all debt securities as available-for-sale. 

 

Depreciation and Amortization 

 

Credit union furniture, fixtures, equipment, and leasehold improvements are 

carried at original cost less accumulated depreciation and amortization.  

Depreciation expense is computed on the straight-line and double declining 

balance basis over the estimated useful lives of the various classes of assets. 

 

Loans to Members and Allowance for Loan Losses 

 

Loans are stated at the amount of unpaid principal, reduced by an allowance for 

loan losses.  Interest on loans is recognized over the term of the loan and is 

calculated using the simple interest method on principal amounts outstanding. 

 

The allowance for loan losses is established through a provision for loan losses 

charged to expense.  Loans are charged against the allowance for loan losses when 

management believes that the collectibility of the principal is unlikely.  The 

allowance for loan losses is maintained at a level considered adequate to provide 

for probable loan losses on the entire portfolio based on the evaluation of the 

collectibility of impaired loans, and the credit union's prior loan loss experience 

applied to the remainder of the performing loan portfolio.  Management changed 

the method of credit/loss estimation during 2006.  Management now pools the 

loan portfolio and applies loss ratios based on the past performance of each pool.  
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Because of uncertainties inherent in the estimation process, management's 

estimate of credit losses inherent in the loan portfolio and the related allowance 

may change in the near term. 

 

The accrual of interest is discontinued on a loan when management believes, after 

considering economic, business conditions, and collection efforts, that the 

borrower's financial condition is such that collection of interest is doubtful.  The 

credit union's policy prohibits the accrual of income on loans greater than thirty 

days delinquent.  Interest payments on these loans are recorded on the cash basis 

until the loan is brought current. 

 

Loan Origination Costs 

 

The credit union has determined that loan origination costs are not material to 

defer to future accounting periods and are consequently expensed in the current 

period as incurred.   

 

Regular Reserve 

 

The credit union is required by regulation to maintain a statutory reserve.  This 

reserve, which represents an appropriation of undivided earnings, may be 

restricted and not available for the payment of dividends and operating expenses, 

should the credit union=s net worth, or risk based net worth ratios fall below 

statutory minimums. 

 

Dividends on Members= Share Accounts 

 

It is the policy of the Board of Directors to declare a dividend payable on the last 

day of the quarter to be credited the last day of the quarter for regular share, 

money market, and share certificate accounts.  Dividends on the club accounts are 

declared payable on the last day of each month and credited the last day of the 

month. 

 

Dividend rates are set by the Board of Directors based on an evaluation of current 

and future market conditions.  Dividends are reported as interest expense in these 

financial statements. 

 

Statement of Cash Flows 

 

The credit union considers all money market mutual fund balances, demand cash 

balances, clearing accounts with correspondent financial institutions, federal funds 

sold, and highly liquid debt instruments purchased with an initial maturity of three 

months or less to be cash equivalents for purposes of the statement of cash flows.  

Cash equivalents of $14,715,000 and $25,152,359 at December 31, 2007 and 

2006, respectively, were interest bearing. 
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Disclosure About the Fair Value of Financial Instruments 

 

Statement of Financial Accounting Standards (SFAS) No. 107, Disclosures About 

Fair Value of Financial Instruments, requires disclosure of fair value information 

about financial instruments, whether or not recognized in the consolidated 

Statement of Financial Condition, for which it is practicable to estimate that 

value.  In cases where quoted market prices are not available, fair values are based 

on estimates using present value or other valuation techniques.  Those techniques 

are significantly affected by the assumptions used, including the discount rate and 

estimates of future cash flows.  In that regard, the derived fair value cannot be 

substantiated by comparison to independent markets and, in many cases, could not 

be realized in immediate settlement of the instrument.  SFAS No. 107 excludes 

certain financial instruments and all nonfinancial instruments from its disclosure 

requirements.  Accordingly, the aggregate fair value amounts presented do not 

represent the underlying value of Dominion Credit Union. 

 

The following methods and assumptions were used to estimate the fair value of 

each class of financial instrument for which it is practicable to estimate that value: 

 

Cash and Short-Term Investments:  For cash and short-term investments, the 

carrying amount is a reasonable estimate of fair value. 

 

Note Receivable: For short-term notes receivable, the carrying amount is a 

reasonable estimate of fair value.   

 

Investment Securities:  Fair value is based on quoted market price, if 

available.  If a quoted market price is not available, fair value is estimated 

using quoted market prices for similar securities.  The approximate fair value 

and carrying value of the credit union=s investment securities was $41,232,135 

as of December 31, 2007.  The approximate fair value and carrying value of 

the credit union=s investment securities was $19,464,123 as of December 31, 

2006. 

 

Loans:  Variable-rate loans with yearly interest rate adjustments have carrying 

amounts that approximate fair value.  The fair value of the remaining loans, 

including residential mortgage loans, is estimated by discounting the future 

cash flows using the current interest rates at which similar loans would be 

made to borrowers with similar credit ratings and for the same remaining 

maturities.  The approximate fair value and carrying value of loans to 

members at December 31, 2007, was $88,156,238 and $90,898,157, 

respectively.  The approximate fair value and carrying value of loans to 

members at December 31, 2006, was $80,149,509 and $81,513,393, 

respectively. 
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Commitments to Extend Credit:  The nature of commitments to extend credit 

is discussed in Note 8 of the financial statements.  There is no fee income or 

deferred fee income associated with the overdraft and home equity unused 

lines of credit, and no carrying value or fair value is assigned to these off-

balance sheet financial instruments. 

 

Other Instruments:  The fair value of the deposit with the NCUSIF is the 

amount payable to the credit union upon liquidation of the fund or withdrawal 

from the fund by the credit union.  The NCUA maintains the fund at or near 

1.3 percent of insurable obligations.  The approximate fair value and the 

carrying value at December 31, 2007, were $1,489,916 and $1,146,089, 

respectively.  The approximate fair value and the carrying value at December 

31, 2006, were $1,351,646 and $1,039,728, respectively. 

 

Member Share Accounts:  The fair value of share drafts, share accounts, and 

money market deposits is the amount payable on demand at the reporting date. 

The fair value of fixed-maturity certificates of deposit is estimated by 

discounting the future cash flows using the rates currently offered for deposits 

of similar remaining average maturities.  The approximate fair value and 

carrying value of membersô accounts were $132,566,862 and $131,767,517, 

respectively, at December 31, 2007.  The approximate fair value and carrying 

value of membersô accounts were $111,789,626 and $111,742,205 

respectively, at December 31, 2006. 

 

NOTE 2 - INCOME TAXES 

 

The credit union is currently exempt from the payment of federal, state, and local 

income taxes. 

 

NOTE 3 - NCUSIF DEPOSIT 

 

In order to provide for the capitalization of the National Credit Union Share 

Insurance Fund (NCUSIF), the National Credit Union Administration (NCUA) 

requires each federally insured credit union to maintain with the NCUSIF a 

deposit in an amount equal to one percent of its insured share accounts.  The 

deposit is adjusted semi-annually based on the change in the credit union's insured 

share accounts.  The deposit would be refunded to the credit union if its insurance 

coverage is terminated, it converts to insurance coverage from another source, or 

the operations of the fund are transferred from the NCUA Board. 

 

The credit union is required to pay an annual insurance premium equal to one-

twelfth of one percent of its total insured shares, unless the payment is waived or 

reduced by the NCUA Board.  The NCUA Board waived the calendar year 2007 

and 2006 insurance premiums. 
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NOTE 4 - INVESTMENT SECURITIES 

 

Average final maturities of the investments in the credit union's portfolio at 

December 31, 2007 and 2006, were as follows: 
 

 2007 2006 

U.S. Government and Federal Agency Securities 1.50 Years 1.75 Years 

Certificates of Deposit .50 Year .75 Year 

PSCU, Inc. Common Stock Long-Term Long-Term 

CUSCVA LLC Long-Term Long-Term 

CU24 Common Stock Long-Term Long-Term 

CUSO Partners LLC Long-Term Long-Term 

Corporate One Federal Credit Union Paid-in-Capital 3 Years 3 Years 

VLC FCU Capital Shares 3 Years 3 Years 

 

The composition of investment securities as of December 31, 2007 and 2006, is as 

follows: 
 

 2007 2006 

U.S. Government and Federal Agency Securities $ 33,852,632  $ 17,615,170 31,442,593  

    Total Debt Securities  33,852,632  17,615,170  

Certificates of Deposit  6,500,000  1,000,000  

PSCU, Inc. Common Stock  118,369  92,077  

CUSCVA LLC  63,789  62,766  

CU24 Common Stock  6,496  6,496  

CUSO Partners, LLC  25,000  25,000  

Corporate One Federal Credit Union Paid-in-Capital  4,067  4,067  

VLC FCU Capital Shares  661,782  658,547  

 $ 41,232,135 $ 19,464,123  

 

Available-for-sale securities as of December 31, 2007 and 2006, consist of the 

following: 
 

December 31, 2007 

  

Amortized 

Cost 

Gross 

Unrealized 

Gains 

Gross 

Unrealized 

Losses 

 

 

Fair Value 

U.S. Government and 

  Federal Agency Securities 

 

$ 33,450,247 

 

$ 461,419 

 

$ 59,034 

 

$ 33,852,632 

Total  $ 33,450,247 $ 461,419 $ 59,034 $ 33,852,632 
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December 31, 2006 

  

Amortized 

Cost 

Gross 

Unrealized 

Gains 

Gross 

Unrealized 

Losses 

 

 

Fair Value 

U.S. Government and 

  Federal Agency Securities 

 

$ 17,992,576 

 

$ -0- 

 

$ 377,406 

 

$ 17,615,170 

Total  $ 17,992,576 $ -0- $ 377,406 $ 17,615,170 

 

The following is a summary of maturities for available-for-sale debt securities as 

of December 31, 2007 and 2006.  

 

December 31, 2007 

 

Amounts Maturing in: 

Amortized 

Cost 

 

Fair Value 

One Year or Less $ 9,998,707 $ 9,946,759 

After One Year through Five Years  23,451,540  23,905,873 

 $ 33,450,247 $ 33,852,632 

 

December 31, 2006 

 

Amounts Maturing in: 

Amortized 

Cost 

 

Fair Value 

One Year or Less $ 4,998,605 $ 4,949,100 

After One Year through Five Years  12,993,971  12,666,070 

 $ 17,992,576 $ 17,615,170 

 

Debt and equity securities temporarily impaired as of December 31, 2007 and 

2006, consist of the following: 
 

 December 31, 2007 

  Less Than 12 Months 12 Months or Longer Total 

  

# 

Items 

 

 

Fair Value 

Gross 

Unrealized 

Losses 

 

 

Fair Value 

Gross 

Unrealized 

Losses 

 

 

Fair Value 

Gross 

Unrealized 

Losses 

U.S. Government and 

  Federal Agency 

  Securities 

 

 

 6 

 

 

$ 1,021,719 

 

 

$ 3,111 

 

 

$ 10,942,758 

 

 

$ 55,923 

 

 

$ 11,964,477 

 

 

$ 59,034 

Total Temporarily 

  Impaired Securities 

 

 6 

 

$ 1,021,719 

 

$ 3,111 

 

$ 10,942,758 

 

$ 55,923 

 

$ 11,964,477 

 

$ 59,034 
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 December 31, 2006 

  Less Than 12 Months 12 Months or Longer Total 

  

# 

Items 

 

 

Fair Value 

Gross 

Unrealized 

Losses 

 

 

Fair Value 

Gross 

Unrealized 

Losses 

 

 

Fair Value 

Gross 

Unrealized 

Losses 

U.S. Government and 

  Federal Agency 

  Securities 

 

 

 10 

 

 

$ -0- 

 

 

$ -0- 

 

 

$ 17,615,170 

 

 

$ 377,406 

 

 

$ 17,615,170 

 

 

$ 377,406 

Total Temporarily 

  Impaired Securities 

 

 10 

 

$ -0- 

 

$ -0- 

 

$ 17,615,170 

 

$ 377,406 

 

$ 17,615,170 

 

$ 377,406 

 

Management periodically evaluates securities for other-than-temporary 

impairment as economic and market conditions warrant.  Consideration is given 

to the length of time and extent to which fair value has been less than cost; the 

financial condition and near-term prospects of the issuer; and the intent and ability 

of the credit union to retain the investment for a period of time sufficient to allow 

for any anticipated recovery in fair value. 

 

These unrealized losses relate principally to adverse changes in interest rates.  

Because the credit union has the ability and intent to hold these investments until 

a recovery of fair value, which may be maturity, the credit union does not consider 

these investments to be other than temporarily impaired at December 31, 2007 and 

2006. 

 

Proceeds from the sales of available-for-sale securities during 2006 were 

$10,708,794.  Gross losses of $492,364 were realized on the sales and 

redemptions. 

 

The credit union has a minority interest in PSCU, Inc., Credit Union Service 

Company of Virginia, LLC, CU24, Inc., and CUSO Partners, LLC.  These are 

closely held credit union service corporations, and there is no determinable market 

value for the stock.  The amount of stock required to be purchased was governed 

at the time of purchase and may change in the future. 

 



 

16 

NOTE 5 - LOANS TO MEMBERS AND ALLOWANCE FOR LOAN LOSSES 

 

The composition of loans to members as of December 31, 2007 and 2006, is as 

follows: 
 

 2007  2006 

Unsecured Loans $ 4,033,551 $ 3,910,173  

Vehicle Loans  33,284,976  25,153,719  

Credit Card Loans  12,708,834  10,636,584  

Real Estate Loans  40,476,817  41,360,112  

Other Loans  666,620  757,872  

Total Loans Before Allowance  91,170,798  81,818,460  

Allowance for Loan Losses  (211,958)  (239,456) 

Deferred Loan Fees  (60,683)  (65,611) 

  Net Loans to Members $ 90,898,157 $ 81,513,393  

 

Loans on which the accrual of interest has been discontinued or reduced amounted 

to $297,173 and $217,937 at December 31, 2007 and 2006, respectively.  If 

interest on those loans had been accrued, such income would have approximated 

$8,707 and $5,963 in 2007 and 2006, respectively. 

 

A summary of changes in the allowance for loan losses is as follows: 
 

 2007  2006 

Balance - Beginning of Year $ 239,456 $ 552,356  

Provision for Loan Losses Expense  103,415  (164,197)  

Recoveries Credited to Allowance  55,359  72,363  

Loans Charged Against Allowance  (186,272)  (221,066) 

Balance - End of Year $ 211,958 $ 239,456  

 

NOTE 6 - MEMBERS' SHARE ACCOUNTS 

 

A summary of members' share accounts as of December 31, 2007 and 2006, is 

shown below:  

 

 2007 2006 

Regular Shares $ 43,645,624 $ 47,829,833  

Certificates  51,666,738  33,482,371  

Money Market  27,123,913  21,182,120  

Share Drafts  9,331,242  9,247,881  

 Total Shares $ 131,767,517 $ 111,742,205  
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A summary of members' share accounts by maturity as of December 31, 2007 and  

2006, is as follows: 

 

 2007 2006 

No Contractual Maturity  $ 80,100,779 $ 78,259,834  

Maturity Within One Year  38,833,666  25,338,298  

Maturity Within One to Three Years  9,778,707  5,747,911  

Maturity in Three Years or More  3,054,365  2,396,162  

 Total Shares $ 131,767,517 $ 111,742,205  

 

The aggregate amounts of members= share accounts that exceed the NCUA 

deposit insurance ceiling were $15,145,841 and $8,218,190 at December 31, 2007 

and 2006, respectively.  Membersô shares are subordinate to all other liabilities of 

the credit union upon liquidation. 

 

NOTE 7 - COMMITMENTS AND CONTINGENT LIABILITIES 

 

In the normal course of business, there are outstanding various commitments and 

contingent liabilities, such as commitments to extend credit and investment 

purchase commitments, which are not reflected in the accompanying financial 

statements.  Management does not anticipate any loss as a result of these 

transactions. 

 

In the normal course of business operations the credit union will have funds on 

deposit in various correspondent financial institutions in excess of the federal 

deposit insurance ceilings.  The credit union does not anticipate any loss as a 

result of this activity. 

 

NOTE 8 - FINANCIAL INSTRUMENTS WITH OFF-BALANCE-SHEET RISK 

 

The credit union is a party to financial instruments with off-balance-sheet risk in 

the normal course of business to meet the financing needs of its members.  These 

financial instruments include commitments to extend credit, which involve to 

various degrees, elements of credit and interest rate risk in excess of the amount 

recognized in the statement of financial condition.  The contract or notional 

amounts of these instruments reflects the extent of involvement the credit union 

has in this particular class of financial instruments. 

 

The credit union's exposure to credit loss in the event of nonperformance by the 

other party to the financial instrument for commitments to extend credit is 

represented by the contractual or notional amount of these instruments.  The credit 

union uses the same credit policies in making commitments as it does for on-

balance-sheet instruments. 
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Unless noted otherwise, the credit union does not require collateral or other 

security to support financial instruments with off-balance-sheet credit risk. 

 

Contract or Notional Amount 

 2007 2006 

Financial instruments whose 

  contract amounts represent 

  credit risk: 

 

 

Home Equity 

 

 

Credit Card 

 

 

Home Equity 

 

 

Credit Card 

Commitments to Extend Credit  $ 11,810,602 $ 31,808,465 $ 10,683,771  $ 32,645,040  

 

Commitments to extend credit are agreements to lend to a member as long as 

there is no violation of any condition established in the contract.  Some 

commitments generally have fixed expiration dates or other termination clauses.  

Since many of the commitments may expire without being drawn upon, the total 

commitment amounts do not necessarily represent future cash requirements.  The 

credit union evaluates each member's creditworthiness on a case-by-case basis.  

The amount of collateral obtained, if deemed necessary by the credit union upon 

extension of credit, is based on management's credit evaluation of the member.   

 

NOTE 9 - SIGNIFICANT GROUP CONCENTRATIONS OF CREDIT RISK 

 

Although the credit union has a diversified loan portfolio, a substantial portion of 

its debtors' ability to honor their contracts depends on the employment trends of 

Dominion Resources, Inc. and its subsidiary corporations. 

 

NOTE 10 - RETIREMENT PLAN 

 

The credit union employees participate in a defined benefit plan and a savings 

profit sharing plan administered by Dominion Resources, Inc.  The credit union 

reimbursed Dominion Resources, Inc. pension costs of $115,100 and $177,719 for 

the years ended December 31, 2007 and 2006, respectively. 

 

NOTE 11 - POST RETIREMENT HEALTH BENEFIT PLAN 

 

The credit union employees participate in a plan that provides post retirement 

health coverage.  The plan is administered by Dominion Resources, Inc.  The 

credit union reimbursed Dominion Resources, Inc. the costs of $108,876 and 

$181,213 for the years ended December 31, 2007 and 2006, respectively. 

 

NOTE 12 - RELATED PARTY TRANSACTIONS 

 

Loans to credit union officials and their families are made with interest rates, 

terms, and collateral requirements the same as those required of other members.  

The total of these loans is not significant to these financial statements. 

 



 

19 

NOTE 13 - SHORT-TERM BORROWINGS 

 

As of December 31, 2007 and 2006, the credit union had a line of credit totaling 

$7,500,000 with the Virginia League Corporate Federal Credit Union at a variable 

rate of interest.  There were no outstanding loan balances as of December 31, 

2007 and 2006. 

 

NOTE 14 - LEASE COMMITMENT 

 

The credit union has entered into operating lease agreements with Dominion 

Resources, Inc. to lease office space.  The aggregate remaining lease 

commitments are as follows: 

 

Minimum Lease Commitments 

2008 $ 56,047 

2009  38,654 

2010  38,654 

2011  31,973 

Total $ 165,328 

 

Rent expense was $183,254 and $179,037 for the years ended December 31, 2007 

and 2006, respectively. 

 

NOTE 15 - NOTE RECEIVABLE 

 

As of December 31, 2007 and 2006, the credit union had a loan outstanding of 

$200,000 to Credit Union Service Company of Virginia, LLC, a credit union 

service organization in which the credit union owns a minority interest.  The note 

is due in full on August 31, 2008. 

 

NOTE 16 - REGULATORY CAPITAL REQUIREMENTS 

 

The credit union is subject to various regulatory capital requirements 

administrated by the Commonwealth of Virginia State Corporation Commission 

and the National Credit Union Administration (NCUA).  Failure to meet 

minimum capital requirements can initiate certain mandatory - and possibly 

additional discretionary - actions by regulators that, if undertaken, could have a 

direct material effect on the credit union=s financial statements.  Under capital 

adequacy regulations and the regulatory framework for prompt corrective action, 

the credit union must meet specific capital regulations that involve quantitative 

measures of the credit union=s assets, liabilities, and certain off-balance-sheet 

items as calculated under U.S. generally accepted accounting principles.  The 

credit union=s capital amounts and net worth classification are also subject to 

qualitative judgments by the regulators and other components, risk weightings, 

and other factors. 


