






With nearly 155,000 members entrusting us with their financial future, in 2008, we proudly and confidently 
performed.  In the midst of fiscal uncertainty, our exceptionally talented and driven Board of Directors, 
Senior Managers and team of employees kept your financial well-being our very highest priority.

While many financial institutions struggled to manage their business in the rapidly-changing economic 
climate, because of our solid governance policies and risk-management practices, Chartway keenly 
navigated the crisis to ensure your hard-earned dollar was protected.  

As of September 30, 2008, the assets of our credit union totaled $1,147,639,544, representing member 
shares of $1,033,486,188 and loans to our members of $572,588,821. 

In keeping with our strong loyalty to ensuring our credit union’s financial security, gross income for the 
twelve-month period as reported by the independent accounting firm of McGladrey & Pullen, LLP, Certified 
Public Accountants, totaled $81,713,326 and was distributed as follows: $32,423,137 or 39.7% of gross 
income in dividends to our members; $8,082,587 or 9.9% in reserves and retained earnings and $41,207,602 
or 50.4% to offset credit union operating expenses in providing products and services to our members.

Additionally, it is important to note that retained earnings are the foundation for financial safety and 
soundness; they ensure the future ability of the credit union to serve our membership at the highest 
level of service and quality. As of September 30, 2008, the retained earnings of the credit union totaled 
$106,787,874, representing an annual increase of 3.0%.    

Having conservatively and sensibly managed our assets for long-term growth, Chartway remains a company 
you can trust and believe in.  With ample capital and in excellent financial health, we look eagerly to the future.

Treasurer’s Report

M. S. Mizelle
Treasurer, Board of Directors
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a company you can trust 
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Assets 	 2008
Cash and cash equivalents ...........................................  $ 272,972,544
Investments

Available-for-sale ................................................................. 4,756,444
Held-to-maturity ............................................................. 211,163,152
Other .....................................................................................  49,729,491

Loans held for sale ......................................................................  554,226
Loans to members, net ...................................................... 572,588,821
Accrued interest receivable .................................................. 5,726,097
Property and equipment ....................................................... 8,816,238
National Credit Union 
Share Insurance Fund deposit ............................................. 9,746,254
Other assets .............................................................................  11,586,277

$ 1,147,639,544

Liabilities and Members’ Equity
Liabilities 
Accrued expenses and other liabilities .........................  $ 7,354,646

Commitments and contingent liabilities
Members’ Equity

Members’ shares .........................................................  1,033,486,188
Retained earnings, substantially restricted ........... 106,787,874
Accumulated other comprehensive income ................... 10,836

Total members’ equity ...................................................  1,140,284,898

$ 1,147,639,544

Interest Income 	 2008
Interest on loans to members ........................................ $ 43,263,031
Interest on investments and cash equivalents ...........  22,144,054

$ 65,407,085
Interest Expense
Dividends on members’ shares ........................................  32,423,137

 
Net Interest Income ...........................................................  32,983,948
Provision for Loan Losses .................................................. 4,995,000

Net Interest Income after Provision 
for Loan Losses .....................................................................  27,988,948

Non-Interest Income
Net loss on sales of OREO .........................................................  (26,422)
Service charges and other fees ........................................  16,397,701
Other non-interest expense ....................................................  (65,038)

16,306,241

44,295,189

General and Administrative Expenses
Salaries and benefits ............................................................  19,977,508 
Operations ...............................................................................  16,497,970
Occupancy .................................................................................. 4,732,124

41,207,602

Net Income ................................................................................ 3,087,587

Other Comprehensive Income
Unrealized holding gains on 
investments classified as available-for-sale ............................  4,124

Comprehensive Income ..................................................  $ 3,091,711

Consolidated Statement of 
Financial Condition

2008 Financial STATEMENTS Year Ending 
September 30, 2008

Consolidated Statement of 
Income

We have audited the accompanying consolidated statement of financial condition of 
Chartway Federal Credit Union (a federally chartered Credit Union) and Subsidiaries 
as of September 30, 2008 and the related consolidated statements of income, 
comprehensive income, members’ equity, and cash flows for the year then ended. 
These consolidated financial statements are the responsibility of the Credit Union’s 
management. Our responsibility is to express an opinion on these consolidated 
financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America. Those standards require that we plan and perform the audit 
to obtain reasonable assurance about whether the consolidated financial statements 
are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the consolidated 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 our audit provides a reasonable basis for our opinion.

The Credit Union has reported shares as members’ equity in the accompanying 
consolidated statements of financial condition that, in our opinion, should be 
reported as liabilities in order to conform to accounting principles generally 
accepted in the United States of America. If these shares were properly reported, 
liabilities would increase and members’ equity would decrease by $1,033,486,188 as 
of September 30, 2008.

In our opinion, except for the effect of the accounting practice described in the 
preceding paragraph, the financial consolidated statements referred to above present 
fairly, in all material respects, the consolidated financial position of Chartway Federal 
Credit Union and Subsidiaries as of September 30, 2008 and the consolidated results of 
its operations and its cash flows for the year then ended, in conformity with accounting 
principles generally accepted in the United States of America.

As disclosed in Note 14 to the consolidated financial statements, during the year ending 
September 30, 2009 the Credit Union expects to incur a charge of approximately 
$9,270,000 due to assessments and other actions taken by the National Credit Union 
Administration through the National Credit Union Share Insurance Fund in response to 
the economic strains on the corporate credit union system. 

McGladrey & Pullen, LLP
Beverly, MA
May 8, 2009

Independent Auditor’s Report
The Federal Credit Union Act 
requires the Supervisory Committee 
to evaluate the adequacy and 
effectiveness of the internal security 
controls put in place by Chartway 
Federal Credit Union management.
 
Our primary goal is to protect the 
interest of our members; therefore, 
we contracted an independent 
certified public auditing firm 
to examine the year-ending 
September 30, 2008.  Following the 
examination and audit, we received 
an opinion letter confirming that 
Chartway’s financial statements 
conform to generally accepted 
accounting principles.
 
The members of the Committee, 
Gary Royse, Eleanor Willhoite, 
Bobbie Ivan, Richard Ahlborn, 
Scott Sumpter, Sandy Lancaster, 
Gerald Hensley, Tiffany Harrison 
and Cindy Nyberg extend their 
appreciation to the credit union 
staff, management, Board of 
Directors and especially our 
members for their cooperation 
during the past year.  Thanks to 
your support, we were able to 
perform our tasks more efficiently 
and effectively.  We look forward 
to continued cooperative efforts in 
the future.

Gary E. Royse, Sr.
Supervisory Committee Chair

Supervisory 
Committee’s Report



Operating Activities 	 2008
Net Income ..............................................................................................................................................................................................................................  $ 3,087,587
Adjustments to reconcile net income to net cash provided by operating activities:

Accretion of securities, net .............................................................................................................................................................................................  (2,668,362)
Provision for loan losses ..................................................................................................................................................................................................... 4,995,000
Depreciation and amortization ....................................................................................................................................................................................... 3,508,507
Net change in: 

Loans held for sale ..............................................................................................................................................................................................................  856,522
Accrued interest receivable ............................................................................................................................................................................................  894,987
Other assets .......................................................................................................................................................................................................................  (965,318)
Accrued expenses and other liabilities .......................................................................................................................................................................  580,777

Net cash provided by operating activities ....................................................................................................................................................................  10,289,700

Investing Activities
Purchases of available-for-sale investments ...................................................................................................................................................................  (616,236)
Proceeds from sales of available-for-sale investments .............................................................................................................................................  15,674,883
Purchases of held-to-maturity investments ............................................................................................................................................................  (404,000,000)
Proceeds from maturities of held-to-maturity investments ................................................................................................................................. 457,058,823
Net increase in other investments ................................................................................................................................................................................. (32,113,829)
Net increase in loans to members ....................................................................................................................................................................................  48,330,916
Increase in the National Credit Union Share Insurance Fund deposit ...................................................................................................................  (111,148)
Purchases of property and equipment ..........................................................................................................................................................................  (3,552,362)

Net cash provided by investing activities ......................................................................................................................................................................  80,671,047

Financing Activities
Net decrease in members’ shares ................................................................................................................................................................................  (132,813,574)

Decrease in cash and cash equivalents ................................................................................................................................................................... (41,852,827)
Cash and cash equivalents at beginning of year ................................................................................................................................................ 314,825,371

Cash and cash equivalents at end of year ..........................................................................................................................................................  $ 272,972,544

Supplemental cash flow information
Dividends paid on members’ shares and interest paid on borrowed funds .................................................................................................. $ 32,398,583

The accompanying notes are an integral part of these statements.

Consolidated Statement of Cash Flow

2008 FINANCIAL STATEMENTS Year Ending 
September 30, 2008
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. SIGNIFICANT ACCOUNTING POLICIES
Principles of Consolidation: The accompanying consolidated financial statements 
include the accounts of Chartway Federal Credit Union (the Credit Union) and its 
wholly owned subsidiaries, CFS, Inc., and Newtown Associates, Inc. These subsidiaries 
are engaged in related financial service activities, including selling insurance, and 
investment products. All significant intercompany balances and transactions have been 
eliminated in consolidation. 
Nature of Operations: Chartway Federal Credit Union (the Credit Union) is a 
cooperative association holding a corporate charter under the provisions of the Federal 
Credit Union Act. Participation in the Credit Union is limited to those individuals who 
qualify for membership, of which a significant number reside or work in Virginia. The 
field of membership is defined in the Credit Union’s Charter and Bylaws. 
Use of Estimates: The preparation of consolidated financial statements in conformity 
with accounting principles generally accepted in the United States of America 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 
consolidated financial statements and the reported amounts of income and expenses 
during the reporting period. Actual results could differ from those estimates. A material 
estimate that is particularly susceptible to significant change in the near term relates to 
the determination of the allowance for loan losses.
Members’ Shares: Members’ shares are the savings deposit accounts of the owners of 
the Credit Union. Share ownership entitles the members to vote in the annual elections 
of the Board of Directors and on other corporate matters. Irrespective of the amount of 
shares owned, no member has more than one vote. Members’ shares are subordinated 
to all other liabilities of the Credit Union upon liquidation. Dividends on members’ shares 
are based on available earnings at the end of a dividend period and are not guaranteed 
by the Credit Union. Dividend rates are set by the Credit Union’s Board of Directors.
	 Members’ shares are classified as members’ equity in the consolidated statements 
of financial condition. It is the Credit Union’s position that members’ shares represent 
an ownership interest and are properly classified as equity. Such classification is not 
in accordance with generally accepted accounting principles. Generally accepted 
accounting principles require members’ shares be classified as liabilities. This change 
has no effect on the consolidated statements of income. 
Concentrations of Credit Risk: Most of the Credit Union’s business activity is with 
its members who reside in or are employed in the state of Virginia. The Credit Union 
may be exposed to credit risk from a regional economic standpoint, since a significant 
concentration of its borrowers work or reside in Virginia. However, the loan portfolio 
is well diversified and the Credit Union does not have any significant concentrations 
of credit risk except unsecured loans, which by their nature increase the risk of 
loss compared to those loans that are collateralized. The Credit Union’s policy for 
repossessing collateral is that when all other collection efforts have been exhausted, 
the Credit Union enforces its first lien holder status and repossesses the collateral. 
The Credit Union has full and complete access to repossessed collateral. Repossessed 
collateral normally consists of vehicles and residential real estate. 
Cash and Cash Equivalents: For the purpose of the statements of financial condition 
and the statements of cash flow, cash and cash equivalents includes cash on hand, 
amounts due from financial institutions, and highly liquid debt instruments classified as 
cash which were purchased with maturities of three months or less. Amounts due from 
financial institutions may, at times, exceed federally insured limits. 
Investments: Debt securities that management has the positive intent and ability to 
hold to maturity are classified as “held to maturity” and recorded at amortized cost. 
Securities not classified as held to maturity or trading, including equity securities with 

readily determinable fair values, are classified as “available for sale” and recorded at fair 
value, with unrealized gains and losses excluded from earnings and reported in other 
comprehensive income.
	P urchase premiums and discounts are recognized in interest income using the 
interest method over the terms of the securities. Declines in the fair value of individual 
available-for-sale securities below their cost that are deemed to be other than temporary 
are reflected in earnings as realized losses. In determining whether other-than-temporary 
impairment exists, management considers many factors, including (1) the length of time 
and the extent to which the fair value has been less than cost, (2) the financial condition 
and near-term prospects of the issuer, and (3) the intent and ability of the Credit Union to 
retain its investment in the issue for a period of time sufficient to allow for any anticipated 
recovery in fair value. Gains and losses on the sale of securities are recorded on the trade 
date and are determined using the specific identification method. 
	O ther investments are classified separately and are stated at cost.
Loans Held for Sale: Mortgage loans originated and intended for sale in the secondary 
market are carried at the lower of aggregate cost or estimated market value. All sales are 
made without recourse.  In 2008, the Credit Union held for sale the outstanding portfolio 
of mid-prime loans and first mortgages. Book value approximates market value.
Loans to Members: The Credit Union grants mortgage, commercial and consumer 
loans to members. The ability of the members to honor their contracts is dependent 
upon the real estate and general economic conditions of the area. 
	L oans that the Credit Union has the intent and ability to hold for the foreseeable 
future or until maturity or pay-off are stated at their outstanding unpaid principal 
balances, less an allowance for loan losses and net deferred origination fees and costs. 
Interest income on loans is recognized over the term of the loan and is calculated using 
the simple interest method on principal amounts outstanding.
	T he accrual of interest income on loans is discontinued at the time the loan is 90 days 
past due, unless the credit is well secured and in the process of collection. Other personal 
loans are typically charged off no later than 180 days past due. Past due status is based on 
the contractual terms of the loan. In all cases, loans are placed on nonaccrual or charged 
off at an earlier date if the collection of principal and interest is considered doubtful.
	 All interest accrued but not collected for loans that are placed on nonaccrual or 
charged off is reversed against interest income. The interest on these loans is accounted 
for on the cash-basis or cost-recovery method, until qualifying for return to accrual. 
Loans are returned to accrual status when all of the principal and interest amounts 
contractually due are brought current and future payments are reasonably assured.
	L oan fees and certain direct loan origination costs are deferred, and the net fee 
or cost is recognized as an adjustment to interest income using the interest method 
over the contractual life of the loans, adjusted for estimated prepayments based on the 
Credit Union’s historical prepayment experience.
Allowance for Loan Losses: The allowance for loan losses is established as losses are 
estimated to have occurred though a provision for loan losses charged to earnings. Loan 
losses are charged against the allowance when management believes the uncollectibility 
of a loan balance is likely. Subsequent recoveries, if any, are credited to the allowance. 
	T he allowance for loan losses is evaluated on a regular basis by management and 
is based upon management’s periodic review of the collectibility of the loans in light of 
historical experience, the nature and volume of the loan portfolio, adverse situations 
that may affect the borrower’s ability to repay, estimated value of the underlying 
collateral, and prevailing economic conditions. This evaluation is inherently subjective, 
as it requires estimates that are susceptible to significant revision as more information 
becomes available. In addition, regulatory agencies, as an integral part of their 
examination process, periodically review the Credit Union’s allowance for loan losses, 
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and may require the Credit Union to make additions to the allowance based on their 
judgment about information available to them at the time of their examinations.
	T he Credit Union’s allowance for loan losses is that amount considered adequate 
to absorb probable losses in the portfolio based on management’s evaluations of the 
size and current risk characteristics of the loan portfolio. Such evaluations consider 
prior loss experience, the risk rating and the levels of non-performing loans. Specific 
allowances for loan losses are established for large impaired loans on an individual 
basis as required per SFAS No. 114, Accounting by Creditors for Impairment of a Loan. The 
specific allowances established for these loans are based on a thorough analysis of the 
most probable source of repayment, including the present value of the loan’s expected 
future cash flow, the loan’s estimated market value, or the estimated fair value of the 
underlying collateral. General allowances are established for loans that can be grouped 
into pools based on similar characteristics as described in SFAS No. 5, Accounting for 
Contingencies. In this process, general allowance factors are based on an analysis of 
historical charge-off experience and expected losses given default derived from the 
Credit Union’s internal risk rating process. These factors are developed and applied to 
the portfolio by loan type. The qualitative factors associated with the allowances are 
subjective and require a high degree of management judgment. These factors include 
the credit quality statistics, recent economic uncertainty, losses incurred from recent 
events, and lagging data.
Other Real Estate Owned: Assets acquired through, or in lieu of, loan foreclosure 
are held for sale and are initially recorded at fair value less cost to sell at the date of 
foreclosure, establishing a new cost basis. Subsequent to foreclosure, valuations are 
periodically performed by management and the assets are carried at the lower of 
carrying amount or fair value less cost to sell. Revenue and expenses from operations 
and changes in the valuation allowance are included in operating expenses.
Property and Equipment: Land is carried at cost. Building, leasehold improvements, 
and furniture and equipment are carried at cost, less accumulated depreciation 
and amortization. Buildings and furniture and equipment are depreciated using 
the straight-line method over the estimated useful lives of the assets. The cost of 
leasehold improvements is amortized using the straight-line method over the terms 
of the related leases.
Transfers of Financial Assets: Transfers of financial assets are accounted for as sales, 
when control over the assets has been surrendered. Control over transferred assets 
is deemed to be surrendered when (1) the assets have been isolated from the Credit 
Union, (2) the transferee obtains the right (free of conditions that constrain it from 
taking advantage of that right) to pledge or exchange the transferred assets, and (3) the 
Credit Union does not maintain effective control over the transferred assets through an 
agreement to repurchase them before their maturity or the ability to unilaterally cause 
the holder to return specific assets.
National Credit Union Share Insurance Fund Deposit: The deposit in the National 
Credit Union Share Insurance Fund (NCUSIF) is in accordance with National Credit 
Union Administration (NCUA) regulations, which require the maintenance of a deposit 
by each federally insured Credit Union in an amount equal to 1% of its insured members’ 
shares. The deposit would be refunded to the Credit Union if its insurance coverage is 
terminated, if it converts its insurance coverage to another source, or if management of 
the fund is transferred from the NCUA Board. See also Note 14.
NCUSIF Insurance Premium: The Credit Union is required to pay an annual insurance 
premium equal to one-twelfth of one percent of total insured shares, unless the 
payment is waived or reduced by the NCUA Board. The NCUA Board waived the 2008 
insurance premium. See also Note 14. 

Advertising Costs: Advertising costs are expensed as incurred. 
Income Taxes: The Credit Union is exempt, by statute, from federal and state income 
taxes. The Credit Union’s wholly owned subsidiaries, however, are subject to federal and 
state income taxes. 
Comprehensive Income: Accounting principles generally require that recognized 
revenue, expenses, gains, and losses be included in net income. Certain changes 
in assets and liabilities, such as unrealized gains and losses on available-for-sale 
securities, are reported as a separate component of the members’ equity section of the 
statements of financial condition. For 2008, other comprehensive income includes no 
reclassification adjustments.
Recent Accounting Pronouncements: In September 2006, the Financial Accounting 
Standards Board issued Statement of Financial Accounting Standards No. 157, Fair Value 
Measurements (“SFAS No. 157”). SFAS No. 157 defines fair value, establishes a framework 
for measuring fair value, and expands disclosures about fair value measurement. SFAS 
No. 157 also emphasizes that fair value is a market-based measurement, not an entity-
specific measurement, and sets out a fair value hierarchy with the highest priority 
being quoted prices in active markets. Under SFAS No. 157, fair value measurements 
are disclosed by level within that hierarchy. This Statement is effective for fiscal years 
beginning after November 15, 2007. [SFAS No. 157 is effective for fiscal years beginning 
after November 15, 2007, except for nonfinancial assets and nonfinancial liabilities that 
are recognized or disclosed at fair value in the financial statements on a nonrecurring 
basis for which delayed application is permitted until fiscal years beginning after 
November 15, 2008. The Credit Union is currently assessing the potential effect of SFAS 
No. 157 on its financial position, results of operations and cash flows.
	 In February 2007, the Financial Accounting Standards Board issued Statement of 
Financial Accounting Standards No. 159, The Fair Value Option for Financial Assets and 
Financial Liabilities (“SFAS No. 159”). SFAS No.159 permits companies to elect to follow 
fair value accounting for certain financial assets and liabilities in an effort to mitigate 
volatility in earnings without having to apply complex hedge accounting provisions. The 
standard also establishes presentation and disclosure requirements designed to facilitate 
comparison between entities that choose different measurement attributes for similar 
types of assets and liabilities. SFAS No. 159 is effective for fiscal years beginning after 
November 15, 2007. The Credit Union is currently evaluating the impact of the adoption 
of SFAS No. 159, if any, on our financial position, results of operations and cash flows.
	 In December 2007, the Financial Accounting Standards Board (“FASB”) issued 
Statement of Financial Accounting Standards No. 141R, Business Combinations. This new 
standard significantly changes the accounting for business combination transactions as 
the pooling-of-interests accounting method will no longer be an acceptable accounting 
method. This change is effective for fiscal years beginning on or after December 15, 
2008, with early adoption prohibited. The Credit Union is currently evaluating the future 
impact of FASB 141R on the Credit Union’s financial condition.
	 In May 2008, the FASB issued SFAS No. 162, The Hierarchy of Generally Accepted 
Accounting Principles. The new standard is intended to improve financial reporting by 
identifying a consistent framework, or hierarchy, for selecting accounting principles 
to be used in preparing financial statements that are presented in conformity with 
GAAP for nongovernmental entities.  The statement is effective 60 days following the 
Securities and Exchange Commission’s approval of the Public Company Accounting 
Oversight Board Auditing amendments to AU Section 411, The Meaning of Present 
Fairly in Conformity with Generally Accepted Accounting Principles. SFAS No. 162 is not 
expected to have a material impact on the Credit Union’s financial position, results of 
operations or cash flows.
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2. INVESTMENTS
Investments classified as available-for-sale consist of the following:

September 30, 2008 Amortized Cost Unrealized Gains Unrealized Losses Fair Value

Guaranteed loans made to the U.S. Agency for 
International Development $ 472,815 $ 223 $ 0 $ 473,038

U.S. government obligations and federal 
agencies securities 3,306,570 0 (11,950) 3,294,620

Mutual funds of U.S. government obligations and 
federal agency securities 961,726 22,302 0 984,028

Mortgage-backed securities 4,497 261 0 4,758

$ 4,745,608 $ 22,786 $ (11,950) $ 4,756,444

September 30, 2008 Amortized Cost Unrealized Gains Unrealized Losses Fair Value

U.S. government obligations and federal 
agencies securities $ 211,163,152 $ 113,588 $ (798,020) $ 210,478,720

Gross unrealized losses and fair value by length of time that the individual securities have been in a continuous unrealized loss position at September 30, 2008 are as follows:

Continuous Unrealized Losses Existing For:

September 30, 2008: Available-for-sale Fair Value Less Than 12 Months More Than 12 Months Total Unrealized Losses

Federal agencies securities / U.S. government 
obligations and federal agencies securities $ 3,294,620 $ (11,950) $ 0 $ (11,950)

Continuous Unrealized Losses Existing For:

September 30, 2008: Held-to-maturity Fair Value Less Than 12 Months More Than 12 Months Total Unrealized Losses

Federal agencies securities / U.S. government 
obligations and federal agencies securities $ 142,351,009 $ (798,020) $ 0 $ (798,020)

Available-for-sale Held-to-maturity

 Amortized Cost Fair Value Amortized Cost Fair Value Other

No contractual maturity $ 961,726 $ 984,028 $ 0 $ 0 $ 4,729,491

Less than 1 year maturity 640,223 637,226 68,506,417 68,477,566 45,000,000

1 – 5 years maturity 2,909,462 2,900,732 42,656,735 142,001,154 0

5 – 10 years maturity 229,700 229,700 0 0 0

Mortgage-backed securities 4,497 4,758 0 0 0

$ 4,745,608 $ 4,756,444 $ 211,163,152 $ 210,478,720 $ 49,729,491

Expected maturities of mortgage-backed securities may differ from contractual maturities because borrowers may have the right to call or prepay the obligations and are, 
therefore, classified separately with no specific maturity date. Member and permanent capital accounts have been classified with no contractual maturity date. Mutual funds 
of U.S. government obligations and federal agency securities, member capital accounts in corporate credit unions, Credit Union Service Corp of Virginia, Card Service for Credit 
Unions, and CU 24 Stock have been classified with no contractual maturity.

Investments classified as held-to-maturity consist of the following:

Investments by maturity as of September 30, 2008 are summarized as follows:
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3. Loans to Members
Loans to members consist of the following:
September 30, 2008
Mortgage loans:
	 Fixed rate 	 $ 33,543,412
	 Hybrid/Balloon 	 1,305,034
	 High loan to value 	 2,405,412
	 Home equity line of credit, variable rate 	 195,954,385

$ 233,208,243

Vehicle loans 	 $ 246,393,840
Government guaranteed student loans 	 637,023
Credit card loans, unsecured 	 72,868,063
Other consumer loans, primarily unsecured 	 24,808,595

$ 344,707,521

Deferred net loan origination costs 	 $ 2,821,237
Allowance for loan losses 	 (8,148,180)

$ 572,588,821

The Credit Union offers non-traditional mortgage loans to its members. These 
loans include Hybrid/Balloon and high loan to value (LTV) mortgages. Hybrid/

Balloon loans consist of loans that are fixed for an initial period of three, five 
or seven years. After this period, the mortgages are converted to variable rate 
using the fully indexed rate, which can result in significant payment shock to the 
borrower. The high LTV loans consist of first mortgages with LTVs over 80% and 
home equity loans with LTVs greater than 100%. 

Non-traditional mortgage loans may have significantly different credit risk 
characteristics than traditional fixed and variable rate mortgages. However, the 
Credit Union believes it has established prudent underwriting standards as well 
as adequate risk management functions to monitor these additional risks.

The following is an analysis of the allowance for loan losses:
September 30, 2008
Balance, beginning of year 	 $ 8,521,456
Provision for loan losses 	 4,995,000
Recoveries 	 819,925
Loans charged off 	 (6,188,201)
Balance, end of year 	 $ 8,148,180

Loans on which the accrual of interest has been discontinued or reduced 
amounted to $4,326,416 at September 30, 2008.

4. Property and Equipment
Property and equipment are summarized as follows:
September 30, 2008
Land 	 $ 584,261
Building 	 12,919,250
Construction in process 	 1,544,404
Leasehold improvements 	 5,549,823
Furniture and equipment 	 29,111,652

$ 49,709,390

Accumulated depreciation and amortization 	 (40,893,152)
$ 8,816,238

The Credit Union leases several offices. The operating leases contain renewal options 
and provisions requiring the Credit Union to pay property taxes and operating 
expenses over base period amounts. All rental payments are dependent only upon 
the lapse of time. Minimum rental payments under operating leases with initial or 
remaining terms of one year or more at September 30, 2008 are as follows:
Year Ending September 30
2009 	 $ 1,246,827
2010 	 902,249
2011 	 680,308
2012 	 347,177
2013 	 109,694
Subsequent years 	 455,084

$ 3,741,339

Rental expense for the year ended September 30, 2008 for all facilities leased 
under operating leases totaled $1,627,432.
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At September 30, 2008, the investment portfolio included 57 securities, 31 of 
which have current unrealized losses which have existed for longer than one 
year. All of these securities are considered to be acceptable credit risks. Based 
upon an evaluation of the available evidence, including recent changes in market 
rates, credit rating information and information obtained from regulatory filings, 
management believes the decline in fair value for these securities is temporary. 
In addition, the Credit Union has the intent and ability to hold these investment 
securities for a period of time sufficient to allow for an anticipated recovery.

Should the impairment of any of these securities become other than temporary, the 
cost basis of the investment will be reduced and the resulting loss recognized in net 
income in the period in which the other-than-temporary impairment is identified. 

Other investments consist of the following:
Credit Union Service Corporation of Virginia $ 457,244
CU24 stock 71,432
Card Service for Credit Unions 62,271
Member capital accounts in corporate credit unions 4,138,544
Corporate Credit Union certificates 45,000,000

$ 49,729,491

Certificates are generally non-negotiable and non-transferable, and may incur 
substantial penalties for withdrawal prior to maturity.

Permanent capital accounts are uninsured equity capital accounts and are 
redeemable only if called by the corporate credit union. Member capital accounts 
are uninsured equity capital accounts that may be redeemed with a three-year 
notice. The fair value of other investments approximates book value.

5. Other Assets
Included in other assets are several life insurance policies. The Credit Union is the 
owner and beneficiary of these policies. The policies provide for investments in 
various unit investment trusts administered by various life insurance companies. 

6. Members’ Shares
Members’ shares are summarized as follows:
September 30, 2008
Regular shares 	 $ 307,981,679
Share draft accounts 	 173,100,175
Money market accounts 	 63,713,100
Individual retirement accounts 	 27,737,414
Certificates 	 460,953,820

$ 1,033,486,188

Shares by maturity as of September 30, 2008 are summarized as follows:
No contractual maturity 	 $ 572,532,368
0 – 1 year maturity 	 308,299,199
1 – 2 years maturity 	 105,710,083
2 – 3 years maturity 	 21,461,007
3 – 4 years maturity 	 11,568,090
4 – 5 years maturity 	 13,770,982
Over 5 years maturity 	 144,459

$ 1,033,486,188

Regular shares, share draft accounts, money market accounts, and individual 
retirement account shares have no contractual maturity. Certificate accounts 
have maturities of five years or less.

The National Credit Union Share Insurance Fund (NCUSIF) insures members’ 
shares up to $100,000, and certain individual retirement and Keogh accounts up 
to $250,000.  Effective October 3, 2008 and continuing through December 31, 
2009, new legislation provides for an increase in the minimum NCUSIF coverage 
from $100,000 to $250,000 on member share accounts. This includes all account 
types, such as regular share, share draft, money market, and certificates of 
deposit. Individual Retirement Account and Keogh account coverage remains at 
up to $250,000 separate from other types of accounts owned.

The aggregate amount of certificates in denominations of $100,000 or more at 
September 30, 2008 is approximately $136,163,026. 

7. BORROWED FUNDS
The Credit Union utilizes a demand loan agreement with a corporate credit 
union. The terms of this agreement call for the pledging of all assets as security 
for any and all obligations taken by the Credit Union under this agreement. 
The agreement provides for a credit limit of $15,500,000 with interest charged 
at a rate determined by the lender on a periodic basis. At September 30, 2008, 
there were no borrowings under this agreement. The agreement is reviewed for 
continuation by the lender and the Credit Union annually.

The Credit Union maintains a “Lending Agreement” with the Federal Reserve 
Bank of Richmond (Federal Reserve). Under the terms of this agreement, the 
Credit Union may make applications to the Federal Reserve for advances of funds. 
The interest rate is determined by the lender. Advances under the agreement 
are collateralized by a pledge of Credit Union assets. There were no outstanding 
borrowings at September 30, 2008.

8. OFF-BALANCE SHEET ACTIVITIES
The Credit Union is party to conditional commitments to lend funds in the 
normal course of business to meet the financing needs of its members. These 
commitments represent financial instruments to extend credit which include 
lines of credit, credit cards and home equity lines that involve, to varying degrees, 
elements of credit and interest rate risk in excess of amounts recognized in the 
consolidated financial statements.

The Credit Union’s exposure to credit loss is represented by the contractual 
amount of these commitments. The Credit Union follows the same credit policies 
in making commitments as it does for those loans recorded in the consolidated 
financial statements. 

Outstanding loan commitments at September 30, 2008 total approximately 
$7,822,304.

Unfunded loan commitments under lines of credit are summarized as follows:
September 30, 2008
Home equity 	 $ 52,485,000
Credit card 	 201,320,000
Other consumer 	 6,232,000

$ 260,037,000

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. Commitments 
generally have fixed expiration dates or other termination clauses and may 
require payment of a fee. Because many of the commitments are expected to 
expire without being drawn upon, the total commitment amounts do not 
necessarily represent future cash requirements. The Credit Union evaluates each 
member’s credit worthiness on a case-by-case basis. The amount of collateral 
obtained to secure borrowing on the lines of credit is based on management’s 
credit evaluation of the member.

Unfunded commitments under commercial lines-of-credit, revolving credit 
lines and overdraft protection agreements are commitments for possible future 
extensions of credit to existing customers. These lines-of-credit are uncollateralized 
and usually do not contain a specified maturity date and ultimately may not be 
drawn upon to the total extent to which the Credit Union is committed.
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9. COMMITMENTS AND CONTINGENT LIABILITIES
The Credit Union is a party to various legal actions normally associated with collections 
of loans and other business activities of financial institutions, the aggregate effect of 
which, in management’s opinion, would not have a material adverse effect on the 
financial condition or results of operations of the Credit Union.

10. EMPLOYEE BENEFITS
The Credit Union has a 401(k) pension plan that allows employees to defer a 
portion of their salary into the 401(k) plan. The Credit Union matches a portion of 
employees’ wage reductions. Pension costs are accrued and funded on a current 
basis. The Credit Union contributed $584,352 to the plan for the years ended 
September 30, 2008.

The Credit Union entered into deferred compensation agreements with members 
of the executive management team that provides benefits payable to these 
employees based on years of service with the Credit Union as defined in the 
agreement. The estimated liability under the agreements is being accrued on a 
straight-line basis over the remaining years until the eligible employees attain 
age 65. The Credit Union has accrued approximately $3,056,000 under these 
agreements for the year ended September 30, 2008. 

11. MEMBERS’ EQUITY
The Credit Union is subject to various regulatory capital requirements administered 
by the 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 consolidated 
financial statements. Under capital adequacy guidelines and the regulatory 
framework for prompt corrective action, the Credit Union must meet specific capital 
guidelines that involve quantitative measures of the Credit Union’s assets, liabilities, 
and certain off-balance-sheet items as calculated under generally accepted 
accounting principles. The Credit Union’s capital amounts and classification are 
also subject to qualitative judgments by the regulators about components, risk 
weightings, and other factors. 

Quantitative measures established by regulation to ensure capital adequacy require 
the Credit Union to maintain minimum amounts and ratios (set forth in the table 
below) of net worth to total assets. Further, credit unions over $10,000,000 in assets 
are also required to calculate a Risk-Based Net Worth (RBNW) requirement which 
establishes whether or not the Credit Union will be considered “complex” under the 
regulatory framework. The Credit Union’s RBNW requirements as of September 30, 
2008 were 4.23%. The minimum requirement to be considered “complex” under the 
regulatory framework is 6%. Management believes, as of September 30, 2008, that 
the Credit Union meets all capital adequacy requirements to which it is subject. 

As of September 30, 2008, the most recent call reporting period, the NCUA 
categorized the Credit Union as “well capitalized” under the regulatory framework 
for prompt corrective action. To be categorized as “well capitalized,” the Credit Union 
must maintain a minimum net worth ratio of 7% of assets. There are no conditions 

or events since that notification that management believes have changed the 
institution’s category.

The Credit Union’s actual capital amounts and ratios are presented in the 
following table:

September 30, 2008 Amount Ratio/Requirement

Amount needed to be 
classified as “adequately 
capitalized”

$ 68,858,373 6.00%

Amount needed to be 
classified as “well capitalized”

$ 80,334,768 7.00%

Actual net worth $ 106,787,874 9.31%

Because the RBNW requirement is less than the net worth ratio, the Credit Union 
retains its original category. Further, in performing its calculation of total assets, the 
Credit Union used the quarter-end balance option, as permitted by regulation.

12. RELATED PARTY TRANSACTIONS
In the normal course of business, the Credit Union extends credit to directors, 
supervisory committee members and executive officers. The aggregate loans to 
related parties at September 30, 2008 are $184,018. Deposits from related parties 
at September 30, 2008 amounted to $1,276,704.

13.	 FAIR VALUE OF FINANCIAL INSTRUMENTS
The fair value of a financial instrument is the current amount that would be 
exchanged between willing parties, other than in a forced liquidation. Fair 
value is best determined based upon quoted market prices. However, in many 
instances, there are no quoted market prices for the Credit Union’s various 
financial instruments. 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. Accordingly, the fair value 
estimates may not be realized in an immediate settlement of the instrument. 
The aggregate fair value amounts presented may not necessarily represent the 
underlying fair value of the Credit Union.

The following methods and assumptions were used by the Credit Union in 
estimating fair values of financial instruments as disclosed herein:
Cash and Cash Equivalents: The carrying amounts of cash and cash equivalents 
approximate their fair value.
Available-for-Sale and Held-to-Maturity Investments: Fair values for investments 
are based on quoted market prices, where available. If quoted market prices are not 
available, fair values are based on quoted market prices of comparable instruments, 
or on discounted cash flow models based on the expected payment characteristics 
of the underlying mortgage instruments.
Other Investments: The carrying value approximates fair value based on the 
redemption provisions of the underlying investments.
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Loans to Members: For variable-rate loans that reprice frequently and have no 
significant change in credit risk, fair values are based on carrying values. Fair values 
for certain mortgage loans (for example, one-to-four family residential), credit-
card loans, and other consumer loans are estimated using a discounted cash flow 
calculation that applies interest rates currently being offered similar loans to a 
schedule of aggregated expected monthly maturities of these loans. Fair values for 
business real estate and business loans are estimated using discounted cash flow 
analyses, using interest rates currently being offered for loans with similar terms to 
borrowers of similar credit quality. Fair values for impaired loans are estimated using 
discounted cash flow analyses or underlying collateral values, where applicable.
Accrued Interest: Accrued interest receivable represents interest on loans and 
investments. The carrying amount of accrued interest receivable approximates 
fair value.
Members’ Shares:  The fair values disclosed for regular share, share draft and money 
market accounts are, by definition, equal to the amount payable on demand at the 
reporting date (that is, their carrying amounts). The carrying amounts of regular 
share, share draft and money market accounts approximate their fair values at the 
reporting date. Fair values for share certificates are estimated using a discounted 
cash flow calculation that applies interest rates currently being offered on share 
certificates to a schedule of aggregated expected monthly maturities on the Credit 
Union’s current share certificates. 
Borrowed Funds: The fair values of the Credit Union’s borrowed funds are estimated 
using discounted cash flow analyses based on the Credit Union’s incremental 
borrowing rates for similar types of borrowing arrangements.
Off-Balance-Sheet Credit-Related Instruments: Fair values for off-balance-
sheet, credit-related financial instruments are based on fees currently charged 
to enter into similar agreements, taking into account the remaining terms of the 
agreements and the counterparties’ credit standing. The fair value for such financial 
instruments is nominal.

The estimated fair value of the Credit Union’s financial instruments is summarized 
as follows:

September 30, 2008 Carrying Amount Fair Value
Financial Assets:

Cash and cash equivalents $ 272,973,000 $ 272,973,000
Investments available-for-sale 4,756,000 4,756,000
Investments held-to-maturity 211,163,000 210,478,000
Other investments 49,729,000 49,725,000
Loans held-for-sale 554,000 554,000
Loans to members, net 572,589,000 572,589,000
Accrued interest receivable 5,726,000 5,726,000

Financial Liabilities:
Members’ shares $ 1,033,489,000 $ 1,033,489,000

14.	 SUBSEQUENT EVENT
In January 2009, U.S. Central Federal Credit Union (U.S. Central) announced that it 
was taking a $1.2 billion charge during the fourth quarter of 2008 as a result of 
determining that certain of its investment securities were other-than-temporarily 
impaired. On January 28, 2009, the NCUA announced that it was injecting $1 billion 
of capital into U.S. Central from the NCUSIF and offering a temporary guarantee 
through December 31, 2010 of all member shares in corporate credit unions to 
provide stability and help maintain liquidity in the corporate credit union system. All 
federally-insured credit unions will share the cost of these actions proportionately 
through a partial write-off of the credit unions’ existing 1% NCUSIF deposit and 
future assessments of additional premiums to return the NCUSIF to the normal 
operating level of 1.3% of insured deposits. The impairment of the deposit was 
estimated at .51% of the December 31, 2008 insured deposits with an additional 
assessment of .3% of insured deposits as of December 31, 2008. 

In March 2009, the NCUA announced that both U.S. Central and Western 
Corporate Federal Credit Union (WesCorp) were taken into conservatorship and 
the original loss reserve estimate had increased by $1.2 billion since the January 
2009 estimate was made.  Based on this adjustment of the loss reserve estimate, 
the impairment of the NCUSIF deposit was revised to .69% of the insured deposits 
as of December 31, 2008.  The additional assessment of .3% of insured deposits as 
of December 31, 2008 remained unchanged. 

On March 27, 2009, the NCUA introduced an amendment to the Federal Credit 
Union Act to Congress that, if enacted, could substantially impact the amount 
of impairment currently estimated.  The proposed legislation would create the 
Corporate Credit Union Stabilization Fund to absorb losses associated with the 
corporate credit union stabilization actions and assess federally insured credit 
unions for associated costs over as much as a 7-year period.  

Without the benefit of the current proposed legislation, the credit union could 
record a charge of approximately $9,270,000 in its statement of income for the 
year ending September 30, 2009.  As of the date of this report, the impact of the 
legislation on the financial statements cannot yet be estimated. 

In addition, generally accepted accounting principles require the Credit Union 
to evaluate whether its capital shares of approximately $4,139,000 in corporate 
credit unions are impaired due to the financial condition of U.S. Central Credit 
Union.  Since U.S. Central Credit Union has not yet released its December 31, 2008 
audited financial statements nor is other necessary information available for the 
Credit Union to make the impairment assessment, the amount of such loss, if any, 
cannot presently be determined.
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Board of Directors

To promote the philosophy of 
people helping people 

To exceed the expectations of those we serve 

To build positive, lifetime relationships 
built on respect, courtesy, and integrity 

To inspire our employees and volunteers in 
the pursuit of excellence 

To improve the communities in  
which we serve 

Corporate Values
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