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On behalf of the Board of Directors of the Credit Union Deposit Guarantee Corporation
(the Corporation) I am pleased to report on the results of the Business Plan of the
Corporation for the calendar year ended 2007.

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

The Board of the Corporation held eleven meetings during 2007, five regular board
meetings and six meetings with boards of credit unions. In addition, directors of the
Board of the Corporation attended eight annual general meetings of credit unions and the
annual credit union directors’ conference.

During the year Mr. Raymond Andrews was appointed to the Board of the Credit Union
Deposit Guarantee Corporation replacing Mr. William Dilny who had been on the Board
of the Corporation since 1995.

The Board of the Corporation acknowledges it is accountable for the actual results
reported in the Annual Report.

On behalf of the Board of the Corporation I would like to thank the credit unions and
their trade associations 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 to 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 lines of business to its primary clients:
1. Regulation of credit unions

The Corporation regulates credit unions through its
examination, monitoring and enforcement activities.

2. Deposit Insurance
The Corporation provides deposit insurance on
deposits of credit union members to a maximum
$250,000 per insured deposit.

3. Stabilization
The Corporation stabilizes credit Uunions through
supervision, training and risk management activities.

The Corporation’s head office is situated in Marystown, Newfoundland and Labrador,
and has six employees including the Executive Director.  The Board has six directors
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 are salaries and benefits, bonding
insurance and other operating costs such as travel and administration.

In 2007, the Corporation paid out $152,539 to support a loan guarantee in respect to the
amalgamation of two credit unions in 2005. The Corporation also provided a grant of
$280,000 to another credit union to assist in its deficit recovery. The Corporation’s
Deposit Guarantee Fund balance at the end of 2007 was 5.5 million.

PUBLIC BODY OVERVIEW



4 Credit Union Deposit Guarantee Corporation Annual Report 2007

HIGHLIGHTS / ACCOMPLISHMENTS

The Credit Union Deposit Guarantee Corporation continued to perform well in 2007.

Financial:
The Corporation’s reported net income was $595,783 in 2007 as compared to $487,460
in 2006. This increase is primarily a result of an increase in assessments due to an
increase in insured deposits and a $50,000 insurance settlement.

The Deposit Guarantee Fund Balance at the end of 2007 was $5,461,899 as compared to
$5,298,655 at the end of 2006.  During 2007 the Corporation provided assistance from
the fund totaling $432,539.  A grant in aid of $280,000 was paid to a credit union to
assist in the reduction of its deficit and a payment of $152,539 was paid under a loan
guarantee.

The Corporation reported assets of $5,959,591 in 2007, an increase of 2.1% compared
to an increase of 5.3% in 2006.

The audited financial statements of the Corporation are contained in pages 9 to 19 of this
report.

Operational:
In accordance with its legislative mandate, the Corporation continued to monitor and
examine credit unions in 2007 and continued it supervision of five credit unions.  The
Corporation completed seven examinations of credit unions covering twelve credit
unions branches. There were no deficiencies or non compliance issues identified that
posed significant risk to these credit unions. A special review was completed on one
credit union which led to increased intervention by the Corporation in its day to day
operations.

The Corporation continued its focus on good risk management practices. The Corporation
facilitated management training in Enterprise Risk Management and an information
session on changes to Money Laundering and Proceeds of Crime Legislation. It provided
a grant of $3600 to the Credit Union Managers Association to defray some of the cost of
this training. In addition the Corporation made training information available to credit
unions on employee dishonesty covering cheque fraud, identity theft, new account fraud
and mortgage fraud as well as a training package on robbery prevention.

In its role as Master Policy Holder for five insurance policies, the Corporation
processed four claims which resulted in a net recovery to credit unions of $61,148. In
addition the Corporation processed fifty four 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.
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The following identifies by issue, the objectives, measures and indicators contained in
the Credit Union Deposit Guarantee Corporation’s 2007 Business Plan and the
accomplishments achieved in 2007.

Issue 1: Corporate Governance of Credit Unions

Objective 1: By 2007, the Credit Union Deposit Guarantee Corporation
(the Corporation) will have facilitated the improvement of the corporate
governance skills of directors of credit unions.

Measure: Provision of Corporate Governance Training Opportunities

Indicators: • Directors of credit unions are trained in enterprise risk management
(ERM)

• Training is provided to Board Audit Committees
• Funding is provided to encourage directors to continue to take courses

In the Credit Union Director Achievement (CUDA) program
• Partial funding is provided for Directors to participate in the Directors

Conference

Accomplishment 2007:
The Credit Union Deposit Guarantee Corporation achieved its objective of facilitating
the improvement of the corporate governance skills of directors of credit unions by
providing corporate governance training opportunities as follows:

• The Corporation sponsored training sessions on Enterprise Risk Management for
Directors and The Role of the Audit Committee. There were 58 credit union directors
representing 12 of 13 credit unions who attended these sessions.

• The Corporation proved funding of $21,539 representing 50% of the cost of Credit
Union Director Achievement (CUDA) courses taken by directos of Credit Unions.

• The Corporation provided $10,138 to fund a directors’ conference dealing with
corporate governance issues such as Governance and Accountability.

There has been a significant increase in directors’ participation in training as a result of
support provided by the Corporation.

Issue 2: Standards of Sound Business Practices

Objective 1: By 2007, the Credit Union Deposit Guarantee Corporation will have
developed and issued revised sound business practices for credit unions.

Measure: Development of sound business practices

Indicator: • Approval of new standards of sound business practices.

OUTPUTS
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OUTPUTS (CONTINUED...)

Accomplishment 2007:
The Credit Union Deposit Guarantee Corporation achieved its objective in developing
and revising sound business practices for credit unions. Standards of Sound Business
Practices were approved by the Board of the Credit Union Deposit Guarantee
Corporation and copies were forwarded to all credit union directors and senior
management. These standards will assist credit unions in ensuring their compliance with
sound business practices.

Issue 3: Improved Financial Reporting

Objective 1: By 2007, the Credit Union Deposit Guarantee Corporation will have
initiated an improved financial reporting and monitoring system.

Measure: Initiate the design of the new financial reporting system.

Indicator: • Report layouts and programming requirements are documented.

Accomplishment 2007:
The Credit Union Depoist Guarantee Corporation achieved its objective in improving its
financial reporting and monitoring system by initiating the design of a new financial
reporting and monitoring system by preparing new report layouts and documenting
program requirements. These will form the basis for changes to the Corporation’s
financial reporting and monitoring system in 2008.
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OPPORTUNITIES / CHALLENGES FOR 2008

Internal Challenges
Deficit Credit Union - Resolving the deficit of one credit union without severely
impacting the Deposit Guarantee Fund of the Corporation.

External Opportunities
System Training - Assist in providing training to directors and staff of credit unions
which will reduce risk to the System and the Credit Union Deposit Guarantee
Corporation.

External Challenges
Corporate Governance of Credit Unions - It is difficult to attract qualified, competent
Directors to Credit Union Boards.

Attracting Qualified Personnel - It is difficult to recruit qualified personnel to work in
credit unions.
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CREDIT UNION DEPOSIT GUARANTEE CORPORATION

Financial Statements of

Year Ended December 31, 2007
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AUDITOR’S REPORT
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BALANCE SHEET

APPROVED ON BEHALF OF THE BOARD
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STATEMENT OF INCOME AND FUND BALANCE
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STATEMENT OF CASH FLOWS
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NOTES TO THE FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTSNOTES TO THE FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTS
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NOTES TO THE FINANCIAL STATEMENTS
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