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On behalf of the Board of Directors of the Credit Union Deposit Guarantee Corpora-
tion (the Corporation) I am pleased to report on the results of the Business Plan of the 
Corporation for the calendar year ended 2008.

The mandate of the Credit Union Deposit Guarantee Corporation is to protect the quali-
fying investments of Credit Union members. The Corporation facilitates the financial 
stability of the credit unions system by monitoring credit unions to ensure they comply 
with legislation and exercise sound business practices.

The Board of the Corporation held thirteen meetings during 2008: seven regular board 
meetings and six meetings with boards of credit unions. In addition, directors of the 
Corporation attended six annual general meetings of credit unions and several meetings 
of two credit unions that were involved in amalgamation discussions.

The Corporation continued to support the professional development of its directors. 
During the year several directors of the Corporation attended a joint national meeting of 
Stabilization Funds/Insurers and Regulators, a meeting of Atlantic Stabilization Funds/
Insurers and the Newfoundland and Labrador credit union directors’ conference. 

The Board of the Corporation acknowledges it is accountable for the actual results of its 
business plan. This report provides a summary of the Corporation’s accomplishments 
in 2008 and the progress of the Corporation in meeting the objectives contained in its 
Business Plan 2008-2010.

On behalf of the Board of the Corporation I would like to thank the credit unions for 
the excellent cooperation received during the past year. I would also like to thank the 
Directors, Management and Staff of the Corporation for their dedication and support.

On behalf of the Board of Directors,

WINSTON MORRIS
Chairperson

chairperson’s report
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Vision
Newfoundlanders and Labradorians having access to a credit union system that is 
strong, stable and successful.

Mission
By 2010 the Credit Union Deposit Guarantee Corporation’s mission is that it will have 
improved systems in place to facilitate credit union compliance with sound business 
practices.

Lines of Business
The Credit Union Deposit Guarantee Corporation provides the following services to its 
primary clients: 
1. Regulation of Credit Unions
2. Deposit Insurance
3. Stabilization

The Corporation is situated in Marystown, Newfoundland 
and Labrador, and has seven employees (four male and 
three female) including the Executive Director, who also 
sits on the Board. The Board has six directors (four male 
and two female) with three directors selected from Credit 
Union System nominees.

The Corporation is self funding and is operated outside of 
Government’s budgetary process. The Board of directors 
of the corporation is responsible for the approval of the 
budget and expenditures of the Corporation.

The Corporation’s revenues are generated from insurance assessments received from 
credit unions, premiums received on insurance programs and investment income. 

The Corporation’s primary operating expenses include salaries and benefits, bonding 
insurance and other operating costs such as travel and administration. 

In 2008, the Corporation paid out $281,029 to support a loan guarantee in respect to 
the amalgamation of two credit unions in 2005. The Corporation also provided a grant 
of $400,000 to another credit union to assist in its deficit recovery. The Corporation’s 
Deposit Guarantee Fund Balance at the end of 2008 was $5,279,250.

public body overview
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highlights / accomplishments

The Credit Union Deposit Guarantee Corporation continued to perform well in 2008.

Financial:
The Corporation’s reported net income was $498,380 in 2008 as compared to $595,783 
in 2007. This decrease is primarily a result of an increase in salaries due to the addition 
of an employee during the year and an increase in insurance costs.

The Deposit Guarantee Fund Balance at the end of 2008 was $5,279,250 as compared 
to $5,461,899 at the end of 2007. During 2008 the Corporation provided assistance 
from the Fund totaling $681,029. A grant in aid of $400,000 was paid to a credit union 
to assist in the reduction of its deficit and a payment of $281,029 was paid under a loan 
guarantee.

The Corporation reported assets of $5,350,549 in 2008, compared to $5,959,591 in 
2007.

The audited financial statements of the Corporation are contained in pages 10 to 21 of 
this report.

Operational:
In accordance with its legislative mandate, the Corporation continued to monitor and 
examine credit unions in 2008 and continued its supervision of five credit unions. The
Corporation completed 5 examinations of credit unions covering 7 branches. There 
were no deficiencies or non-compliance issues identified that posed significant risk to 
these credit unions.  During the year the Corporation also provided assistance with the 
amalgamation of two credit unions.

The Corporation continued its focus on good risk management practices. The 
Corporation arranged management training on changes to the Proceeds of Crime 
(Money Laundering) and Terrorist Act and Regulations and an information session 
on International Financial Reporting Standards (IFRS). Credit Unions must be fully 
compliant with IFRS by 2011 as the Canadian Institute of Chartered Accountants 
(CICA) has decided to adopt IFRS by January 1, 2011 and is requiring all publicly 
accountable entities to be compliant by that date.

In its role as Master Policy Holder for five insurance policies, the Corporation processed 
five claims which resulted in a net recovery to credit unions of $101,669. In addition, the 
Corporation processed forty bonding applications which were all approved.

The Corporation staff participated in national and regional meetings, having 
representation on the National Risk Management Committee, the Credit Union Funds/ 
Insurers Committee and the National Regulators Committee. Currently, the Executive 
Director is also the Atlantic representative on the Credit Union Funds/Insurers IFRS 
Committee.
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The following section presents the outcome of objectives fulfilling the requirements 
outlined in the Transparency and Accountability Act, which designates the Corporation 
a Category 2 entity, to report to the people of Newfoundland and Labrador on progress 
in the areas of Corporate Governance of Credit Unions and Balanced Regulation during 
2008.

Strategic Issue 1: Corporate Governance of Credit Unions
By facilitating the improvement of corporate governance of credit unions the Credit 
Union Deposit Guarantee Corporation is enhancing the long term viability of the 
Newfoundland and Labrador Credit Union system and at the same time mitigating any 
potential for loss to the Corporation and its Fund.

Goal 1
Three-year strategic Goal:
By 2010: The Credit Union Deposit Guarantee Corporation will have facilitated the 
improvement of the corporate governance of credit unions.

Goal for current reporting year:
By 2008: The Credit Union Deposit Guarantee Corporation will have developed a 
training program for new credit union directors and delivered specialized training for all 
directors.

Measure:
Development of a training program and delivery of specialized training in strategic 
planning and new Standards of Sound Business Practices.

Indicators:
•	 List of training needs for new directors identified
•	� Specialized training on strategic planning and new standards of sound business 

practices delivered to all current directors
•	 Resource people to deliver all training identified

Results Achieved
Training needs were identified based on the Corporation’s recognized needs, as well as 
consultation with individuals having responsibility for delivering training to other credit 
unions nationally.

A one-day director orientation program was developed covering the following training 
areas that are considered essential to any new credit union director carrying out his/her 
responsibilities:
•	 The Credit Union System in Canada

-	� Overview of the Canadian Credit Union System including the role of  national, 
regional and provincial credit union organizations;

-	� Overview of affiliated organizations and the services they provide.

outputs
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outputs (CONTINUED...)

•	� Directors Legal Responsibilities and the role of directors’ insurance
•	 Key areas of Legislation
•	 Credit Union Deposit Guarantee Corporation and its role
•	 Key Concepts

-	 Strategic Planning 
-	 Budgeting
-	 Financial statement review
-	 Performance monitoring
-	 Liquidity
-	 Capital

•	 Effective Board meetings: Role of Chair and directors
•	 Communication between Board and Management
•	 Standards of Sound business Practices
•	 Credit Union Director Training Program (CUDA)

Delivery of this new director orientation program is scheduled to  take place each 
year in May and will include a director’s manual which can be used by a director 
as a reference guide during his/her directorship. The presenter for the first Director 
Orientation program to be held in Gander on May 28, 2009 is Ms. Vivian Campbell, 
Manager of Credit Union Consulting, with Credit Union Central of Nova Scotia.

During 2008 the Credit Union Deposit Guarantee Corporation sponsored the third 
annual Credit Union Directors Conference in Gander for all current credit union 
directors. There was excellent attendance with over 70 directors in attendance which 
represented approximately 60% of directors.  Some directors did not attend due to 
work commitments and other directors had already availed of the training through  
other credit union sponsored programs. The conference sessions focused on corporate 
governance and the responsibilities of directors and included the responsibilities of 
directors with respect to:
•	� The Proceeds of Crime (Money Laundering) and Terrorist Financing Act. This 

session was given by Anthony Kissmate, Compliance Officer, with the Financial 
Transaction Reports Centre of Canada (Fintrac) who is responsible for enforcing the 
Proceeds of Crime (Money Laundering) and Terrorist Financing Act.

•	� Sound Business Practices.  This session was given by Bill Langthorne, Executive 
Director with the Credit Union Deposit Guarantee Corporation, which is responsible 
for ensuring credit unions comply with sound business practices.

•	� Strategic Business Planning. This session was given by Ed Howes, a consultant 
with CUSOURCE (Credit Union Knowledge Network). CUSOURCE is the home of 
learning, knowledge sharing, career management and strategic people development 
for the Canadian credit union system.

•	� Responsibility for Loss Control within a Credit Union. This Session was given by 
Bruce Leppinen, Underwriting and Account Specialist, with CUMIS Insurance. 
CUMIS Insurance provides Fidelity Bonding, Directors Liability, Errors and 
Omissions, Privacy and Employment Practices insurance to credit unions.
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Strategic Issue 2: Balanced Regulation
Achieving and maintaining the appropriate level of Government regulation is a challenge 
in the financial industry given the rapid changes that are occurring. Some regulations are 
outdated and need to be changed or eliminated. This is also consistent with government’s 
Red Tape Reduction Initiative.

Goal 2
Three-year strategic Goal:
By 2010: There will be a new Credit Union Act and regulations and information sessions 
will be delivered to credit union directors and management.

Goal for current reporting year:
By 2008: The Credit Union Deposit Guarantee Corporation has completed consultations 
on a new credit union act and regulations with its stakeholders and submitted a draft act 
to cabinet for approval for introduction to the House of Assembly and a draft regulations 
to the minister for approval.

Measure:
Draft Act submitted to Cabinet for approval and draft regulations submitted to minister 
for approval.

Indicators:
•	 Review commenced
•	 Opinions solicited from the Credit Unions
•	 Consultations completed
•	 Draft Act and regulations written
•	 Draft Act submitted to Cabinet for approval
•	 Draft regulations submitted to Minister for approval

By the end of 2008 the Credit Union Deposit Guarantee had reviewed the Act and 
regulations and consulted with credit unions on the proposed changes to the Act and 
regulations. As a result of the consultation a request was received from credit unions 
to sell insurance products such as life insurance, segregated funds and annuities from 
credit union branches and with the approval of cabinet, a consultation was undertaken 
with industry stakeholders with respect to this request. By the end of 2008, a draft of 
changes to the Act and regulations had been prepared. However, due to the unanticipated 
consultation relating to the selling of insurance products, as well as a heavy workload at 
Legislative Counsel, the Credit Union Act was not ready for submission by the end of 
the fiscal year. 

outputs (CONTINUED...)
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opportunities / challenges for 2008

Opportunities

The Credit Union Act will be ready for submission to Legislative Counsel for their 
review and then to Cabinet for approval.  Regulations will be submitted to the Minister.  
Pending Ministerial and Cabinet approval proclamation of both should occur by July 1, 
2009.

There is an opportunity to reduce risk to the System and the Credit Union Deposit 
Guarantee Corporation by assisting in providing training to directors and staff of credit 
unions.

Challenges

While the Credit Union System in Newfoundland and Labrador has not been impacted 
by the global financial crisis, from a liquidity perspective during 2008 there has been 
a small decline in the financial margin as a result of the declines in interest rates 
announced by the Federal Government. Also the credit unions may see an increase 
in loan delinquency if there is a prolonged economic downturn in the economy. The 
challenge for CUDGC is early identification of deterioration in financial margins or 
increased delinquency to ensure remedial action is taken to mitigate any potential for a 
negative impact on net income.
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auditor’s report
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balance sheet

Approved on behalf of the board
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