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MSIC, its Directors and its employees  
have a tradition of distinguished service to  

Massachusetts and the credit union movement.

1961-2011
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Aldenville Credit Union 

American Bosch Credit Union

Brockton Credit Union

Chapman Valve Credit Union

Crescent Credit Union

Gardner Franco-American  
Credit Union

Hayward-Schuster Employees 
Credit Union

Millbury Credit Union

Pittsfield G.E. Employees   
Credit Union 

Raytheon Employees Credit Union 

Rockland Credit Union

Southbridge Credit Union

Sprague Electric Credit Union

Springfield MA Municipal  
Employees Credit Union 

Westco Credit Union

ORIGInAl InCORPORAtInG MEMBERS

Alden Credit Union 
(Aldenville Credit Union)

Crescent Credit Union

GFA Federal Credit Union  
(Gardner Franco-American Credit Union)

Greater Springfield Credit Union  
(Springfield Massachusetts Municipal 
Employees Credit Union) 

HarborOne Credit Union  
(Brockton Credit Union)

landmark Credit Union  
(merged with Sprague Electric Credit Union) 

Rockland Federal Credit Union

Rtn Federal Credit Union  
(Raytheon Employees Credit Union) 

Southbridge Credit Union

Webster First Federal Credit Union 
(merged with Hayward-Schuster Employees 
Credit Union) 

ACtIVE InCORPORAtInG MEMBERS

On March 29, 1961, Governor John A. Volpe signed MSIC’s governing statute into law. MSIC began insuring 15 original incorporating members. 
Pictured above is a group of the original collaborators and supporters of MSIC during the bill signing that enacted the Corporation. From left to right: 
Ralph E.D. Lavalle, Roland Tuck, Carl H. Baker, William G. Kavaney, Alfred A. LaRiviere, Governor John A. Volpe, State Rep. Charles E. Luke Driscol, 
Clara A. Iovino, State Sen. James W. Hennigan, Jr., Atty. John Clair, State Rep. Lawrence Feloney.
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“Th e Massachusetts Credit Union Share Insurance Corporation plays a vital role 
in allowing the credit union movement to provide the excellent service it does 
to the people of Massachusetts. Credit unions play an important role in making 
loans available at appropriate rates to the people in the state, and MSIC is a 
very important element in their ability to do so.”

Congressman Barney Frank
Fourth Congressional District of Massachusetts
Ranking Member of the Committee on Financial Services

tHROUGHOUt 2011, MSIC celebrated 
its 50th Anniversary with events, training 
sessions for member credit unions, and new 
products and services. 

MSIC was the fi rst in the nation to insure 
member shares and deposits at credit 
unions. Our 50-year history is replete with 
turmoil, confl ict, economic uncertainty, and 
a rapidly changing industry and fi nancial 
services marketplace. However, consistent 
throughout our past are a dedication to the 
credit union movement and its goals and a 
fi rm commitment to protecting credit union 
members’ hard-earned savings.

these ideals have withstood the test of 
time and are the foundation for our future 
progress.

Our founders, some of whom are pictured 
on the preceding page, demonstrated 
that collaboration and a commitment to 
credit union members and the goals of 
the movement can lead to remarkable 
achievements.  

As our industry and our nation emerge over 
the coming years from the recent fi nancial 
crisis, credit unions will remain strong and 
will be well-positioned to meet the fi nancial 
services needs of consumers, both here in 
Massachusetts and around the globe. MSIC 
is ready to enhance their success.

to our friends, supporters, partners and, 
most of all, our member credit unions, we 
thank you for your support and participation. 
We look forward to working in collaboration 
on the challenges ahead.

We celebrate this anniversary on the 
following pages with pictures from our 
events and activities during the past year. 

MSIC’s original charter, currently on loan to America’s Credit Union Museum.



4 2011 Annual Report

“It’s not surprising that MSIC was the fi rst insurance company in the nation to 
establish deposit insurance for credit union members. MSIC has been a constant 
leader in the credit union industry both locally and nationally. 
Congratulations on your 50th anniversary!”

Senator Anthony Petruccelli 
Co-Chair, Massachusetts Joint Committee on Financial Services
(D-Boston) 

49tH AnnUAl MEEtInG
JAnUARy 27, 2011

MSIC’s 49th Annual Meeting took place at the Boston Harbor Hotel’s Wharf Room. 
Guests brave enough to make it through the foot of snow were treated to a luncheon 
and a keynote address by journalist Jim Braude.  

Pictured above are MSIC Directors Gregori A. Martucci, James L. Carlson.

Striving to serve our member 
credit unions, MSIC has introduced 
several new publications this past 
year. MSIC’s newsletter Common 
Bond highlights and updates the 
credit union movement on MSIC’s 
past and future activities. MSIC’s 
Economic Report, produced by 
Michael D. Goodman, Ph.D., 
serves the Massachusetts credit 
union community as a statewide 
resource on the economy’s impact 
on the industry. 

Economic Report for the 
Massachusetts Credit Union 
Industry, released 
August 31, 2011.

Common Bond, covering news 
and events from April 1, 2011, 
to September 30, 2011.

Common Bond, covering news 
and events from October 1, 2010 
to March 31, 2011.

Economic Report for the 

PUBlICAtIOnS
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MSIC REBAtES $9.85 MIllIOn tO CREDIt UnIOn MEMBERS

As a result of the increase in federal deposit 
insurance to $250,000 per insured depositor, 
made permanent by the Dodd-Frank Wall Street 
Reform and Consumer Protection Act of 2010, 
MSIC rebated $9.85 million to its member credit 
unions in December 2010. these funds represented 
assessments previously paid by members on 
excess deposit insurance coverage transferred to 
the national Credit Union Share Insurance Fund 
(nCUSIF) as a result of the federal increase in 
deposit protection. In many cases, MSIC rebated 
all assessments paid by members going back 
several years.  

the approval to pay the rebate required a 
substantial, two-year effort that involved advocating 
for the $250,000 federal coverage to become a 
permanent part of federal law, obtaining regulatory 
approval during the height of a global fi nancial 
crisis, and receiving a private letter ruling from 
the Internal Revenue Service confi rming MSIC’s 
position that the rebate would be allowable under 
federal law and would not jeopardize MSIC’s tax-
exempt status.

the rebate was the result of the foresight of 
MSIC’s Board and management, because it was 
initially approved in January 2009, well before the 
increase in federal coverage was made permanent.

the rebate received numerous accolades 
from the industry and MSIC members, including 
this gracious message from Bernie Winne the 
current Chairman of the Massachusetts Credit 
Union league.

unions in December 2010. these funds represented 

substantial, two-year effort that involved advocating 

permanent part of federal law, obtaining regulatory 

increase in federal coverage was made permanent.

“MSIC has worked vigorously to accommodate the needs of credit unions and their 
members throughout the Commonwealth for 50 years. Giving Massachusetts 
residents the assurance that their savings are both safe and secure is a truly 
indispensable service.”

Michael n. lussier
President and CEO of Webster First Federal Credit Union
Chairman of the National Association of Federal Credit Unions (NAFCU) Board of Directors
Member of the Massachusetts Credit Union Share Insurance Corporation (MSIC) Board of Directors
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From left to right: Sonia Ruas, Sandy Lamplough, Mark Palermo, Kelly Davidson, all from 
NMTW Community Credit Union.

From left to right: MSIC Board Member and 
President/CEO of Webster First Federal Credit Union, 
Michael Lussier; Walter Bradley, John Thomasian, staff 
at Webster First Federal Credit Union; Martin Barrett, 
President of WebFirst Insurance LLC; Deborah 
Lussier, wife of Michael Lussier.

From left to right: Front row: Nicole Valentine, Michelle Currie, Lisa Piehler, Debbie Guiney
Back Row: Pat Gauthier, Mike Hanson, Peter Dignan, Bob McLaren, Geri Denterlien, Kevin 
Grimes, Tony Pini.

From left to right: United States Congressman  
Jim McGovern, MSIC Board Chair Debbie Guiney, 
MSIC President Mike Hanson.

National recording artists the Highland Rovers Band.

MSIC CElEBRAtES 50 yEARS At tHE OMnI PARkER HOUSE In BOStOn
APRIl 28, 2011

The 50-year milestone for any organization is a momentous occasion. As a special way to celebrate and get together for a 
good cause, MSIC partnered with the American Red Cross to host a festive evening. Raising over $11,000 for the American Red 
Cross Disaster Relief Fund, thereby bringing MSIC’s total contributions to over $20,000 for the year, credit unions from across 
the Commonwealth gathered for a night of dancing, laughs and good-hearted cheer at the Omni Parker House in Boston.  
The Highland Rovers Band entertained the crowd of more than 120 people with music and entertainment. Executives from the 
Central Massachusetts Chapter of the American Red Cross as well as United States Congressman James McGovern attended. 
Debbie Guiney, Chair of the MSIC Board of Directors, thanked the guests for their generous donations and offered a toast to 
another 50 years of success for MSIC.
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James L. This, Ph.D., President, the Paragon Group, at MSIC’s Worcester, Massachusetts training facility, located at Webster First Federal Credit Union’s Operations Center.

“I have personally attended many of the events and activities surrounding MSIC’s 50th 
Anniversary. The New, Younger Member Seminar gave me a perspective I didn’t have. 
Bringing credit unions together from across the state for meaningful networking and 
educational opportunities has been a tremendous value for me and STCU Credit 
Union. Happy 50th anniversary!” 

norman Halls 
Chairman of the Board, STCU Credit Union

FInAnCIAl ESSEntIAlS FOR CREDIt UnIOn BOARDS OF DIRECtORS
MAy 23-26, 2011

As credit unions become more sophisticated, increased pressures are placed on their volunteer boards of directors. In 2011, the 
nCUA published new rules establishing a base level of financial literacy required for all boards of directors at federally chartered 
credit unions. to meet this need, MSIC partnered with the Paragon Group to implement the Financial Essentials for Credit Union 
Directors training program. the program was offered at four locations throughout the Commonwealth in May and reached 
more than 100 board and staff members. the program used MSIC’s Custom Performance Report (CPR) to establish a general 
understanding of credit union finances. A follow-up program and additional classes are being planned for 2012. 

“the program for volunteers was very informative and helped me better understand the components of my credit union’s 
financial statements. the facilitator, James This, was excellent and clear in his explanation of computing certain financial ratios, 
some of which are adjusted daily by our CFO and CEO. I am hoping that the program will be repeated as a refresher course for 
volunteers.” 
Alfred Niccoli, Crescent Credit Union Board of Directors
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the International Association of Deposit 
Insurers (IADI) held its 33rd IADI ExCO 
meeting and IADI Research Conference 
on June 6-9, 2011, in Basel, Switzerland. 
the conference, “Financial Crisis: the Role 
of Deposit Insurance,” brought together 
leaders of deposit insurers from around the 
world to discuss the fi nancial crisis. 

the conference recognized the contribution 
made by deposit insurance in protecting 
consumers, maintaining public confi dence 
and promoting fi nancial stability. In 
attendance from MSIC were ken DelRossi 
and Mike Hanson. the IADI was formed in 
May 2002 to enhance the effectiveness of 
deposit insurance systems by promoting 
guidance and international cooperation. 
the IADI provides MSIC with a global 
view on deposit insurance.  

From left to right: Ken DelRossi, President/CEO, NMNTW Community Credit Union, and Vice Chair of the 
MSIC Board of Directors, Donald L. Kohn, Vice Chairman of the Board of Governors of the Federal Reserve 
System until 2010; Gail Kohn, wife of Donald Kohn, Mike Hanson, President/CEO of MSIC.

tHE IntERnAtIOnAl ASSOCIAtIOn OF DEPOSIt InSURERS (IADI)
JUnE 6-9, 2011

MSIC SUCCESSFUlly DEFEnDS SPECIOUS lItIGAtIOn

In 2010, MSIC learned that First Citizens’ Federal Credit Union apparently violated Massachusetts law on two occasions by 
failing to obtain merger transaction approvals. Rather than resolve this matter amicably, First Citizens’ chose to fi le litigation 
against MSIC based on specious grounds and an erroneous interpretation of Massachusetts law. MSIC defended itself 
successfully, and First Citizens’ ultimately withdrew its litigation on its own motion days before MSIC was scheduled to fi le its 
answer and counterclaim. Commissioner of Banks David Cotney subsequently issued a letter confi rming MSIC’s legal position.  

First Citizens’, a credit union with over $550 million in assets and $55 million in capital, also has consistently refused to repay 
the industry the $268,636 in capital infused by MSIC in 1992. MSIC’s position remains that, regardless of First Citizens’ actions 
and claims, the record establishes First Citizens’ obligation to repay the capital infusion in full.

“Congratulations to MSIC on their 50th anniversary in support 
of the credit union industry.”

Fred Becker
President and CEO, National Association of Federal Credit Unions (NAFCU)
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From left to right: Front row: Ann Theberge, PCT FCU; Diane Peralta, MSIC and Mercadante & Mercadante; Barbara Goodwin, Fitchburg FCU; Deborah Beando, W-G FCU
Second row: John Thomas, Mass Bay CU; Matt Schondek, Fall River Municipal CU; Nancy Burbank, St. Vincent Hospital CU; Wendy Tariff, Wemelco CU; David Snow, MSIC 
and Alpha CU; Geoff Plume, MSIC; Bonnie Raymond, Premier Source CU; Maureen Kane, Worcester Fire Department CU
Third row: Dan Trombley, City of Boston CU; Tom Abbatiello, Tuck School of Business; Shelley Robinson, Tewksbury FCU; Pamela McCarty, MyCom FCU; Neil Crean, 
Massachusetts Postal Employees CU; Bruce Black, Chelsea Employees FCU; Barbara Frazier, Everett CU; Ida Sofia Vaa, Tuck School of Business; Maggie Bota, MSIC; Irene 
Fisher, First Choice CU; Tina Sbrega, GFA FCU
Back row: Jim Nagy, Valley Stone CU; Ralph Moore, 600 Atlantic FCU; Mike Murphy, MSIC and Holyoke Credit Union; Paul Diederich, Alpha CU; Mike Hanson, MSIC; Paul 
Argenti, Tuck School of Business; Dan Murphy, MSIC; Ritchie Reardon, New England Teamsters FCU; Jack Morrissey, Massachusetts State Employees CU; Robert Gustafson, 
Crescent CU; Michael Ostrowski, STCU CU

Credit union CEOs rarely have the opportunity to gather in a collaborative setting to recharge their intellectual batteries.  
MSIC reached out to the Executive leadership Program at the tuck School of Business at Dartmouth College for a program that 
would stimulate credit union CEOs of all backgrounds. the resulting opportunity was a four-day event in the mountains of new 
Hampshire. the conference was originally planned to take place at the Woodstock Inn in Woodstock, V.t., but Hurricane Irene 
had other plans and due to massive flooding in Vermont, the program was relocated to the Mount Washington Hotel, Bretton 
Woods, n.H. Professors from the tuck School of Business made the CEO participants think critically about how they approach 
the challenges presented by today’s economy. this targeted approach to credit union education was a tremendous success, and 
MSIC looks forward to offering similar executive education programs in the future.

tUCk ExECUtIVE lEADERSHIP PROGRAM 
SEPtEMBER 7-10, 2011

“For 50 years MSIC has worked tirelessly to serve the needs of credit unions and 
their members throughout the Commonwealth. Providing Massachusetts residents 
with the peace of mind that their savings are safe and secure is both a vital and 
necessary service.”

lieutenant Governor timothy P. Murray

Participants mix business with pleasure taking 
a lunch break at the foot of New Hampshire’s 
Mount Washington.

Associate Dean and co-Author of the Squam 
lake Report, Matthew Slaughter, leads a 
fireside chat on the global economy.

CEO participants share ideas during the 
welcome reception.
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From left to right: Norman Halls, Chairperson, STCU Credit Union Board of Directors; Ritchie Reardon, President, New England Teamsters Federal Credit Union;  
Ralph P. Moore, President, 600 Atlantic Federal Credit Union; Michael Ostrowski, President, STCU Credit Union.

MSIC HOStS A HOlIDAy RECEPtIOn At tHE HAMPSHIRE HOUSE In BOStOn
DECEMBER 15, 2011

Each year the holidays seem to get busier and busier. to continue our 50th year anniversary celebrations, a holiday 
reception was held in Boston at the historic Hampshire House. Following a meeting of the newly formed MSIC 
Advisory Committee, credit union executives, staff, volunteers and supporters gathered for an evening of hors 
d’oeuvres, jazz piano and good company. In attendance was a newly appointed member of the Massachusetts Joint 
Committee on Financial Services, State Representative Russell R. Holmes, who commented on how wonderful it was 
that so many business leaders from across the state were able to get together to celebrate the season.  

“Today our credit unions are flourishing, thanks to the many important initiatives 
and programs developed by MSIC. Thank you for your dedicated support, advocacy 
and leadership. Happy 50th anniversary!”

Representative Michael A. Costello
Co-Chair, Massachusetts Joint Committee on Financial Services
(D-Newburyport)
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Invited guests dine on hors d’oeuvres.

From left to right: James Sherman, President of Brotherhood Credit Union; State 
Representative, Russell Holmes; Judith Sherman, wife of James Sherman.

MSIC members enjoy an after-work cocktail.

“Congratulations to MSIC for providing Massachusetts credit unions with excess 
share and deposit insurance for five decades. MSIC has stood the test of time and 
remained strong and stable regardless of the economic times. I’m confident that 
MSIC is well-positioned to continue its record of success for decades to come.”
Dennis Dollar  
Former Chairman of the National Credit Union Administration (NCUA) Board and currently the principal partner in Dollar Associates, LLC



12 2011 Annual Report

Message from the President
to All Friends of MSIC:

throughout 2011 we recognized the 50th Anniversary of a unique organization. We have celebrated the history 
of MSIC over these past 50 years by offering new products and services to our member credit unions. We 
have sponsored more opportunities for our members to gather together and share common problems and 
cheer common successes. We have celebrated the achievements of and revisited the challenges faced by our 
predecessors in creating and developing an insurance system that was not only the fi rst of its kind but has gone 
on to withstand the test of time, both of which are remarkable achievements.

As we end this 50th Anniversary year, we have been re-energized and have become recommitted to the MSIC 
goal – actually, it is the goal of our entire industry – to bring low-cost, high-quality fi nancial services to our 
neighbors and to those in need. MSIC also has a goal to insure and protect the hard-earned funds of the 
membership at our member credit unions from any risk of loss. We look forward eagerly to the task.

the MSIC 50th Anniversary history is being released today. As I wrote in the conclusion, we have much work to 
do as an industry. Access to quality fi nancial services and an effective and stable deposit insurance system are 
both critical if consumers are to achieve fi nancial security and prosperity. Far too many of our neighbors rely 
on high-cost payday lenders or much worse. Many of our neediest citizens have no access to a basic checking 
account. Such systemic inadequacies will make it diffi cult for many of our fellow citizens to escape the cycle of 
poverty and despair.

Worldwide, developing countries are seeking fi nancial systems that will achieve the common goals of humanity: 
economic prosperity and an end to poverty, hunger and despair. Credit unions and deposit insurance will play a 
key role in those efforts.

Challenges abound, but we believe that credit unions and MSIC members in particular will be even stronger as 
we exit from the current economic crisis over the next few years. We have much work to do – and we know that 
together, we are up to the task.

Best Wishes for a Prosperous 2012,

Michael C. Hanson,
President and Chief Executive Offi cer
January 26, 2012
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Message from the Chair
In my role as Chair of the MSIC Board of Directors, I take great pride in giving back to our dedicated and 
dynamic credit union community. It is truly an honor for me to work with all of you on a daily basis. throughout 
the past year, we’ve all enjoyed seeing the Corporation grow and fl ourish beyond our expectations.

As we look back to the initiatives established at our strategic planning session in the summer of 2010, many of 
our goals have been achieved. I’m particularly proud to report that a concerted effort has been undertaken to 
build value in MSIC membership. While we have made tremendous strides in building membership value, we 
will continue to share the challenges of a growing industry in the years that follow.

We’ve placed an increased concentration on providing education to the industry, which has positioned MSIC 
well to deliver the future needs of the credit union movement. Smarter credit unions ensure a stronger MSIC.

through many collaborative efforts, we have been able to work together in ways that weren’t even imaginable 
at the time of our founding 50 years ago. through the recent addition of MSIC’s Advisory Committee we will 
continue bringing new and innovative ideas to life for our members.

the feedback we’ve received from member credit unions for activities surrounding our 50th Anniversary 
has been tremendous. numerous accolades continue to come in from our very successful tuck Executive 
leadership Program.

Ongoing efforts continue to resolve outstanding capital infusion repayments. With some credit unions recently 
merging and changing leadership, the promises of the past have not been forgotten. We appreciate the 
tremendous support we have received from the entire industry.

I have been fortunate enough to have a front-row seat in witnessing MSIC’s efforts to assist small credit unions 
across the Commonwealth. Without credit unions of all sizes, our industry loses the diversity that our founding 
mission seeks to serve.

In the year ahead, it is imperative that we continue to work together and collaborate across trade groups and 
industries for the common good of the credit union movement.

Congratulations to all of you on being part of a half-century of 
unparalleled success!

Gratefully,

Debbie C. Guiney, 
Chair, MSIC Board of Directors 
President and CEO, AllCom Credit Union
January 26, 2012
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MSIC members in aggregate have lower delinquencies than 
does the nation’s credit union industry as a whole; however, 
at September 30, 2011, delinquencies for MSIC members 
were approximately at the same level as at year-end 2010, and 
they continued to decline for the nation’s credit unions as a 
whole. It is not clear at this point whether this recent plateau in 
delinquencies by MSIC’s membership will persist or is merely a 
temporary phenomenon.

Return on average assets for MSIC members for year-to-date 
2011 through September 30 was 0.40%, compared to 0.54% 
for the same period in 2010. When nCUA assessments are 
excluded, the results are closer, with year-to-date return on 
average assets at 0.65%, compared to 0.68% for the same 
period last year and 0.70% for full-year 2010. 

Over the past three years, MSIC member credit unions have 
effectively managed the challenges presented by low and 
volatile interest rates, strong deposit growth, and relatively 
weaker loan growth. 

As shown in the two charts below, loans have been growing 
at less than half the rate of shares and deposits, causing 
the loan-to-share ratio to decline. Despite this, MSIC 
member credit unions have, by managing their cost of funds, 
maintained a fairly stable net interest margin as a percentage 
of average assets. 

Given the recent sharp decline in interest rates coupled with 
the prospect that they may stay very low for quite some time, 
it may be more diffi cult to maintain the net interest margin 
in future quarters as investment portfolio yields collapse and 
share and deposit rates remain very low. Fostering more 
growth in the loan portfolio would help solve the issue but 
may be hard to execute in the current environment of weak 
loan demand. keeping a tight lid on expenses and evaluating 
ways to serve members in other ways that might produce 
additional non-interest revenues may be critical to boost 
capital formation and ensure long-term success. 

MEMBER REPORt
MSIC MEMBERS StROnG, BUt CHAllEnGES PERSISt

MSIC members remain profi table and strong. Aggregate member net worth at September 30, 2011, was 11.33%, compared to 
10.15% for all U.S. credit unions. Signifi cant share and deposit growth over the past three years due to consumer fl ight to safety 
has expanded MSIC members’ balance sheets and put downward pressure on capital ratios. Also, increased loss provisions and 
nCUA assessments have reduced profi tability, which has reduced capital formation.
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MSIC’s Insurance Fund stood at $57.9 million (net of unrealized capital gains of $910,000) at September 30, 2011, down from 
$66.7 million at September 30, 2010. As discussed elsewhere in this report, after a nearly two-year effort to receive the necessary 
approvals, MSIC rebated to members $9.85 million in excess assessments in December 2010. Because MSIC records member 
assessments as revenues, the rebate was expensed, which resulted in a net loss of $8.8 million for the fi scal year. this was the 
major factor behind the decline in the Insurance Fund in 2011.

notwithstanding the decline in the Insurance 
Fund, MSIC’s gross coverage ratio of insured 
excess shares and deposits remains strong 
at approximately 9.1% (using fi scal year-end 
total Equity plus Reserve for Insurance losses 
and June 30 reported excess deposits). the 
Insurance Fund is invested in high-quality 
government agency securities, guaranteed 
deposits of corporate credit unions, and fully 
insured bank money market deposits and 
certifi cates of deposit. MSIC’s earning assets 
are approximately $8 million higher than the 
Insurance Fund balance, because attractively 
priced borrowings from the Federal Home loan 
Bank of Boston are providing a modest degree 
of portfolio leverage to enhance earnings. 

As noted previously, MSIC reported a net loss 
of $8.8 million in fi scal 2011. Setting aside the 
historic $9.85 million rebate, the Corporation 
earned $1.06 million in fi scal 2011, or slightly 
greater than 100% more than the $527,000 
earned in fi scal 2010. 

With the payment of the rebate, member credit unions’ highest 
reported excess shares and deposits were rebased downward to the 
level above the $250,000 federal deposit insurance limit reported by 
them as of June 30, 2010. MSIC received $1.63 million in assessment 
revenues in the year as excess shares and deposits continued to grow 
strongly. the elimination of deposit caps at state-chartered credit 
unions also contributed to the amount received in 2011, because some 
of MSIC’s federal credit union members paid assessments on share 
and deposit balances they already held above the prior insurance caps. 
these assessments on existing excess balances at the federal credit 
union members are estimated to have been less than $200,000. 
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MSIC GROSS FUND BALANCE (Left) 
& INSURED COVERAGE RATIO (Right)

Year Ending September 30
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MSIC ASSESSMENT REVENUES
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One word describes the economic and fi nancial climate in which MSIC operated during fi scal 2011: volatile. the year was 
bookended by low interest rates, with the current round at historic lows and likely to stay that way for a while. national economic 
growth has vacillated between being near recession and merely subpar. Political and budgetary gridlock in Washington, which 
led to the fi rst-ever downgrade of U.S. government debt; the threat of contagion from looming sovereign debt defaults in 
Europe; and even the earthquake in Japan and the civil war in libya have all had their impacts on economic growth and interest 
rates and directly affected MSIC’s reinvestment opportunities and investment income. Fortunately, though not rosy, economic 
conditions have not been as severe in Massachusetts. Consequently, the potential negative impact of troubled member credit 
unions on MSIC’s Insurance Fund has been very low to date in these highly uncertain times. 

FInAnCIAl REPORt
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Investment Income was $1.59 million, 
compared to $1.93 million in fi scal 2010. 
A lower average level of interest rates 
and the reduced size of the Insurance 
Fund portfolio due to the rebate, 
offset partially by a modest increase in 
portfolio leverage in the second half of 
the year, were the factors behind the 
decrease in investment income. Other 
sources of revenue were Recoveries 
of Capital Assistance of $285,000 
(compared to $250,000 in 2010), $38,000 
of Other Revenues (mostly CPR sales to 
nonmembers) and $7,000 of gains on 
sales of securities. 

Excluding the rebate, total expenses 
were $2.49 million for the year, up 
from $1.75 million in fi scal 2010. Costs 
associated with MSIC’s various member 
activities initiated in celebration of its 
50th Anniversary were budgeted for the 
year. Additionally, there were signifi cant 
unbudgeted, one time legal expenses 
of approximately $330,000 that occurred 
in the year. these were related to the 
effort to obtain regulatory approval for 
the rebate, to litigation that occurred 
in the year relating to the refusal of a 
member to repay capital assistance and 
as a result of that member’s violation 
of Massachusetts law relating to MSIC 
membership, and to legal research 
performed to further MSIC’s strategic 
objective to provide more value-added 
services to members. 

As discussed in more detail elsewhere 
in this report, MSIC member credit 
unions, in aggregate, continue to 
maintain healthy fi nancial metrics. MSIC 
member credit unions also continue to 
report higher capital ratios and lower 
delinquent loans than the averages for 
credit unions in both Massachusetts and 
the nation as a whole.

$2,903,632 $3,443,618 $1,051,048 $527,059 $1,060,513
2007 2008 2009 2010 2011

MSIC ANNUAL RESULTS/NET INCOME
(Excluding Excess Assessment Rebate) year Ending September 30

$368,398,903 $422,360,729 $510,830,809 $548,603,438 $609,810,891 $648,615,985
DEC 2008 JUN 2009 DEC 2009 JUN 2010 DEC 2010 JUN 2011

GROWtH In MSIC MEMBER ExCESS ABOVE $250,000
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CAPITAL INFUSION REPAYMENT HISTORY
as of September 30, 2011 ($ in Thousands)

$1,511,420
$13,486

$68,102
$68,102

$4,036,462
$1,335,000

$30,984
$30,984

$356,289
$95,000

$268,636
$0

CPCU FHBT
(Freedom)

St. Jean’s Greater 
Springfi eld

University
(Metro)*

First Citizens’

CAPITAL INFUSION REPAYMENT STATUS
as of September 30, 2011

Capital Infused Total Repaid

0.9% 100.0% 33.1% 100.0% 26.7% 0.0%
CPCU FHBT

(Freedom)
St. Jean’s Greater 

Springfi eld
University
(Metro)*

First Citizens’

PERCENTAGE OF CAPITAL INFUSIONS REPAID
as of September 30, 2011

CAPItAl InFUSIOnS

* As of January 2012, Metro Credit Union has repaid University Credit Union’s capital infusion in full.

In 1992 and 1993, MSIC infused a total of $6,271,893 into six credit unions. With fi ve of the credit unions the capital infusion was 
a prerequisite to attaining nCUA share and deposit insurance, and with one credit union the capital infusion was a prerequisite 
to receiving approval to merge with another credit union. the agreement with each credit union called for repayment, subject 
to regulatory approval, when the capital ratio at the credit union reached certain levels. A total of $1,542,572 was repaid as of 
September 30, 2011. the chart below shows the entire repayment history.

the charts below show the amount infused into each credit union and the repayment status as of September 30, 2011.  
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MASSACHUSETTS CREDIT UNION SHARE INSURANCE CORPORATION 

Balance Sheets 

See accompanying notes to financial statements. 
 

- 2 - 

 
 
 

Cash and cash equivalents $ 12,885,642    $ 23,054,356    
Certificates of deposit 21,770,789    15,597,430    
Securities available for sale, at fair value 31,180,222    31,251,688    
Federal Home Loan Bank stock, at cost 443,500         308,500         
Accrued interest receivable 757,198         423,831         
Premises and equipment, net 53,267           17,794           
Other assets 103,796 60,719

Total assets $ 67,194,414    $ 70,714,318    

Liabilities:
Federal Home Loan Bank advances $ 8,000,000      $ 3,000,000      
Accounts payable and accrued expenses 226,564         97,939           
Reserve for insurance losses 189,550         189,550         

Total liabilities 8,416,114      3,287,489      

Equity:
Retained earnings 57,867,978    66,657,027    
Accumulated other comprehensive income 910,322         769,802         

Total equity 58,778,300    67,426,829    

Total liabilities and equity $ 67,194,414    $ 70,714,318    

September 30

Assets

Liabilities and Equity

2011 2010
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MASSACHUSETTS CREDIT UNION SHARE INSURANCE CORPORATION 

Statements of Income 

See accompanying notes to financial statements. 
 

- 3 - 

 
 
 

Revenue:
Insurance assessments $ 1,625,950      $ 54,924           
Investment income 1,592,051      1,930,984      
Recoveries of capital assistance 285,000         250,000         
Gain on sales of securities 6,800             -                     
Other income 38,451           39,549           

Total revenue 3,548,252      2,275,457      

Expenses:
Salaries and benefits 1,242,370      1,098,536      
Other general and administrative 1,245,368      649,862         
Rebate of excess assessments 9,849,563 -                     

Total expenses 12,337,301    1,748,398      

Net income (loss) $ (8,789,049)     $ 527,059         

2011 2010

Year ended September 30
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MASSACHUSETTS CREDIT UNION SHARE INSURANCE CORPORATION 

 Statements of Changes in Equity 

See accompanying notes to financial statements. 
 

- 4 - 

 
 

 

Balance at September 30, 2009 $ 66,129,968    $ 337,138         $ 66,467,106    

Comprehensive income:
Net income 527,059         -                     527,059         
Other comprehensive income:

Change in net unrealized gain on
securities available for sale -                     432,664         432,664         

Total comprehensive income 959,723         

Balance at September 30, 2010 66,657,027    769,802         67,426,829    

Comprehensive income (loss):
Net loss (8,789,049)     -                     (8,789,049)     
Other comprehensive income:

Change in net unrealized gain on
securities available for sale -                     191,135         191,135         

Less: reclassification adjustment for 
gains included in net loss -                     (50,615)          (50,615)          

140,520         

Total comprehensive loss (8,648,529)     

Balance at September 30, 2011 $ 57,867,978    $ 910,322         $ 58,778,300    

Accumulated

Earnings
Retained 

TotalIncome
Comprehensive

Other
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MASSACHUSETTS CREDIT UNION SHARE INSURANCE CORPORATION 

 Statements of Cash Flows 

See accompanying notes to financial statements. 
 

- 5 - 

 
 
 

Cash flows from operating activities:
Net income (loss) $ (8,789,049)     $ 527,059         
Adjustments to reconcile net income (loss) to net cash provided

(used) by operating activities:
Depreciation and amortization 12,349           12,893           
Amortization of securities available for sale, net (51,235)          (9,310)            
Gain on sales of securities (6,800)            -                     
Net change in:

Accrued interest receivable (333,367)        114,692         
Other assets (43,077)          (21,365)          
Accounts payable and accrued expenses 128,625         (53,706)          
Total adjustments (293,505)        43,204           
Net cash provided (used) by operating activities (9,082,554)     570,263         

Cash flows from investing activities:
Maturities of certificates of deposit 6,637,899      9,460,000      
Purchases of certificates of deposit (12,811,258)   (11,997,430)   
Proceeds from sales of available for sale securities 4,281,800      -                     
Proceeds from maturities, calls and principal payments 

of available for sale securities 21,805,067    61,253,999    
Purchases of available for sale securities (25,816,846)   (47,029,310)   
Purchases of Federal Home Loan Bank stock (135,000)        -                     
Purchases of premises and equipment, net (47,822)          (4,647)            

Net cash provided (used) by investing activities (6,086,160)     11,682,612    
Cash flows from financing activities:

Proceeds from Federal Home Loan Bank advances 8,000,000      -                     
Payments on advances from the Federal Home Loan Bank (3,000,000)     -                     

Net cash provided by financing activities 5,000,000      -                     

Net increase (decrease) in cash and cash equivalents (10,168,714)   12,252,875    

Cash and cash equivalents, beginning of year 23,054,356    10,801,481    

Cash and cash equivalents, end of year $ 12,885,642    $ 23,054,356    

Supplemental disclosures:

Change in unrealized gain on securities available for sale $ 140,520         $ 432,664         

Cash paid for interest $ 20,544 $ 13,760           

Year ended September 30
2011 2010
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MASSACHUSETTS CREDIT UNION SHARE INSURANCE CORPORATION 

Notes to Financial Statements 

Years Ended September 30, 2011 and 2010  

- 6 - 

 
 

A. Summary of Significant Accounting Policies: 
 
Business: 
 
The Massachusetts Credit Union Share Insurance Corporation (“MSIC” or the “Corporation”) is 
incorporated under the laws of the Commonwealth of Massachusetts for the purpose of creating and 
maintaining a fund for the insurance of shares and deposits of credit unions doing business in 
Massachusetts which are established under the laws of the Commonwealth of Massachusetts or of 
the United States.  The Corporation is supervised by the Massachusetts Commissioner of Banks. 
 
The Corporation’s role is that of an excess deposit insurer.  Primary federal deposit insurance for 
MSIC member credit unions is provided by the National Credit Union Share Insurance Fund 
(“NCUSIF”), which is administered by the National Credit Union Administration (“NCUA”), an 
independent federal regulatory agency.  Previously, accounts were insured by the NCUSIF up to a 
maximum of $100,000 per insured depositor, with an exception for individual retirement accounts, 
which were insured up to a maximum of $250,000.  On October 3, 2008, primary federal deposit 
insurance was temporarily increased to $250,000 per insured depositor for all account types until 
December 31, 2009, by the passage of the Emergency Economic Stabilization Act of 2008.  On 
May 20, 2009, the Helping Families Save Their Homes Act of 2009 extended the temporary 
increase in primary federal deposit insurance to December 31, 2013; however, this increase was 
made permanent by the Dodd-Frank Wall Street Reform and Consumer Protection Act on July 21, 
2010.  
 
Use of estimates and reserve for insurance losses: 
 
In preparing the financial statements in conformity with accounting principles generally accepted in 
the United States of America, management is required to make estimates and assumptions that 
affect the reported amounts of assets and liabilities at the date of the balance sheet and the reported 
amounts of revenues 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 reserve for insurance losses. 
 
The Corporation’s policy is to reserve for anticipated insurance losses when, in the opinion of 
management, such losses become probable of occurrence and the amount can be reasonably 
estimated.  The amount of the reserve, if any, is management’s best estimate within a range of 
potential losses.  It is an amount that management believes will be adequate to absorb potential 
losses.  Management bases its determination on the review of its members’ financial data (including 
regulatory call reports), consultation with regulatory authorities, and recent historical experience. 
 
Substantial weight is accorded to indications from regulatory authorities that a member credit union 
has an extremely high or near-term possibility of failure.  The reserve would reflect the level of 
reported excess deposits insured, net of management’s estimate of expected share and deposit 
adjustments and recoveries.  The reserve is adjusted to a level deemed appropriate by management 
through a charge or credit to operations.  Actual losses are charged to the reserve when realized.  
There was no activity in the reserve for the years ended September 30, 2011 and 2010. 
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Notes to Financial Statements 

Years Ended September 30, 2011 and 2010  
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A. Summary of Significant Accounting Policies – (continued): 
 
Regulatory matters: 

 
Prior to 1994, as one of the safety and soundness prerequisites for obtaining federal insurance, 
credit unions had to meet specified capital levels as determined by the NCUA.  This capital level 
varied by credit union based on the asset quality of the institution as evaluated by the NCUA.  As 
the predecessor primary insurer and as a condition for credit unions obtaining federal primary 
insurance, the Corporation had infused capital, under capital infusion agreements, totaling 
$6,271,893 into those credit unions that were deemed capital-deficient by the NCUA. 
 
The Capital infusion agreements provide for the repayment of the infused capital at a future date 
when the credit union’s net capital exceeds percentages defined in the agreement and said 
repayment receives regulatory approvals.  However, due to the uncertainty as to when the 
regulatory approvals will be attained, management has elected to treat future repayments of capital 
assistance as revenue in the period received. 
 
A historical summary of financial assistance provided by the Corporation under capital infusion 
agreements, and related repayments, through September 30, 2011 is as follows: 
 

CPCU Credit Union $ 1,511,420 $ (13,486)          $ 1,497,934
F.H.B.T. Credit Union 68,102 (68,102)          -                     
St. Jean's Credit Union 4,036,462 (1,335,000) 2,701,462
Greater Springfield Credit Union 30,984 (30,984) -                     
University Credit Union (merged with Metro CU) 356,289 (95,000) 261,289
First Citizens' Federal Credit Union 268,636 -                     268,636

$ 6,271,893 $ (1,542,572) $ 4,729,321

Infused
Capital Payments

Received Balance
Remaining

 
Following is a summary of payments received included in the accompanying statements of income 
as recoveries of capital assistance for the years ended September 30, 2011 and 2010: 

 

St. Jean's Credit Union $ 225,000 $ 225,000
University Credit Union (merged with Metro CU) 50,000 25,000
CPCU Credit Union 10,000 -                     

$ 285,000 $ 250,000

2011 2010
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MASSACHUSETTS CREDIT UNION SHARE INSURANCE CORPORATION 

Notes to Financial Statements 

Years Ended September 30, 2011 and 2010  
(continued) 
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A. Summary of Significant Accounting Policies – (continued): 
 

Cash and cash equivalents: 
 

The Corporation considers its holdings in short-term money market accounts and other deposit 
accounts with original maturities of three months or less to be cash equivalents.  The Corporation 
maintains balances in financial institutions which may at times exceed federally insured limits.  At 
September 30, 2011, substantially all cash and cash equivalents were insured with primary and 
secondary insurance. 
 
Certificates of deposit: 
 
Certificates of deposits mature within three years and are carried at cost. 
 
Securities available for sale: 
 
All securities are classified as available for sale and reflected on the balance sheet at fair value, 
with unrealized gains and losses excluded from earnings and reported in other comprehensive 
income.  Premiums and discounts on securities available for sale are recognized in income by the 
interest method over the terms of the securities.  Gains and losses on the disposition of securities 
available for sale are computed by the specific identification method. 
 
If the fair value of a security is less than its amortized cost basis, the full amount of the depreciation 
is recognized as other-than-temporary impairment through earnings if the Corporation intends to 
sell the security or if it is “more likely than not” that the Corporation will be required to sell the 
security before recovery of its amortized cost basis.  If neither of the aforementioned criteria are 
met and the present value of expected cash flows is not sufficient to recover the entire amortized 
cost basis (the “credit loss”), a loss is recognized as other-than-temporary impairment through 
earnings representing the difference between the amortized cost of the security and the present 
value of expected cash flows.  The difference between the credit loss and the total unrealized loss 
(the “noncredit loss”) is recorded in accumulated other comprehensive income.  No other-than-
temporary impairment charges have been recorded for the years ended September 30, 2011 and 
2010. 
 
Federal Home Loan Bank stock: 
 
The Corporation, as a member of the Federal Home Loan Bank of Boston (“FHLB”), is required to 
maintain an investment in capital stock of the FHLB. Based on redemption provisions of the 
FHLB, the stock has no quoted market value and is carried at cost. Management reviews for 
impairment based on the ultimate recoverability of the cost basis in the FHLB stock.  As of 
September 30, 2011 and 2010, no impairment has been recognized. 
 
 



26 2011 Annual Report

MASSACHUSETTS CREDIT UNION SHARE INSURANCE CORPORATION 

Notes to Financial Statements 
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A. Summary of Significant Accounting Policies – (continued): 

 
Premises and equipment: 
 
Equipment, computer software and leasehold improvements are carried at cost, less accumulated 
depreciation and amortization computed over periods ranging from three to five years using the 
straight-line method.  Repairs and maintenance are charged to expense as incurred. 
 
Insurance assessments and refunds: 
 
The Corporation recognizes revenue from insurance assessments at the time a member credit union 
is assessed.  The amount of the initial assessment is based on the application of 1.25% to excess 
shares and deposits at the date of approval for insurance.  Future assessments are made on any 
increase in excess shares and deposits. 
 
Recoveries: 
 
Recoveries of previously charged-off assets and capital assistance are recorded as revenue on a cash 
basis, or when the amount is quantified and collectability is assured. 
 
Rebate of excess assessments: 
 
With the increase in primary federal deposit insurance to $250,000 per insured depositor now 
permanent, the Board of Directors voted to pay member credit unions rebates of excess 
assessments. The rebate was approved by the Massachusetts Commissioner of Banks in 2010 and 
was subject to a ruling by the Internal Revenue Service (IRS). The IRS ruling was favorable, and 
the rebate of $9,849,563 was issued during the year ended September 30, 2011. 
 
Income taxes: 
 
The Corporation is exempt from federal and Massachusetts state and local taxes under Internal 
Revenue Code Section 501(c)(6) and Massachusetts General Laws, except on net income derived 
from unrelated business activities. The Corporation derives income from the sale of Custom 
Performance Reports, which is considered an unrelated business activity; however, no taxable 
income has been generated during the years ended September 30, 2011 and 2010.  
 
The Corporation’s policy is to analyze its tax positions for all open tax years. Interest and penalties, 
if any, associated with unrecognized taxes are classified as additional taxes in the statement of 
income.  
 
Subsequent events: 
 
Subsequent events have been evaluated through December 12, 2011, which is the date the financial 
statements were available to be issued. 
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B. Cash and Cash Equivalents: 
 

At September 30, 2011 and 2010, cash and equivalents are comprised of the following: 
 

Corporate credit union deposits $ 363,943 $ 11,268,772
Other interest-bearing deposits 12,521,699 11,785,584

$ 12,885,642 $ 23,054,356

2011 2010

 
C. Certificates of Deposit: 
 

Certificates of deposit by maturity and weighted average interest rate at September 30, 2011, are as follows: 
 

Due in 1 year or less $ 18,645,230    1.92%
Due after 1 year through 3 years 3,125,559      2.00%

$ 21,770,789    1.93%

Weighted
Amount Average Rate

 
D. Securities Available for Sale: 

 
At September 30, 2011 and 2010, the amortized cost and estimated fair value of securities available for sale, 
with gross unrealized gains and losses, follows: 

U.S. government and government-
sponsored enterprise obligations $ 29,349,913 $ 885,817 $ (14,076)          $ 30,221,654    

Government-sponsored residential
mortgage-backed securities 919,986 38,582 -                     958,568         

$ 30,269,899    $ 924,399         $ (14,076)          $ 31,180,222    

U.S. government and government-
sponsored enterprise obligations $ 29,039,055 $ 730,487 $ -                     $ 29,769,542    

Government-sponsored residential
mortgage-backed securities 1,442,831 39,315 -                     1,482,146      

$ 30,481,886    $ 769,802         $ -                     $ 31,251,688    

Cost Gains Losses Value

Amortized

Gross Gross
Amortized Unrealized Unrealized

September 30, 2010

Fair

September 30, 2011

Cost
Unrealized

Gains
Unrealized

Losses Value
Fair

Gross Gross
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D. Securities Available for Sale – (continued): 
 

The amortized cost and estimated fair value of debt securities by contractual maturity at September 30, 2011 
is shown below.  Expected maturities may differ from contractual maturities because the borrowers may 
have the right to call or prepay obligations with or without call or prepayment penalties. 

Due after 1 year through 5 years $ 2,499,540      $ 2,627,729      
Due after 5 years through 10 years 26,850,373    27,593,925    

29,349,913    30,221,654    

Mortgage-backed securities 919,986         958,568         

$ 30,269,899    $ 31,180,222    

Amortized 
Cost

Fair
Value

 
For the year ended September 30, 2011, proceeds from sales of securities available for sale amounted to 
$4,281,800, with gross realized gains of $6,800.  For the year ended September 30, 2010, there were no 
sales of securities.  At September 30, 2011 and 2010, securities available for sale with an estimated fair 
value of $10,640,385 and $3,776,575, respectively, were pledged to secure an available line of credit with 
the Federal Home Loan Bank of Boston. (Reference to Note F). 
 
Information pertaining to securities with gross unrealized losses aggregated by investment category and 
length of time that individual securities have been in a continuous loss position, follows: 
 

U.S. government and government-
sponsored enterprise obligations $ 3,407,363      $ (14,076)          $ -                     $ -                     

$ 3,407,363      $ (14,076)          $ -                     $ -                     

September 30, 2011
Value Losses Value Losses
Fair Unrealized Unrealized

GrossGross 
Fair

Less Than 12 Months 12 Months or Greater

 
At September 30, 2011, two debt securities had unrealized losses with aggregate depreciation of less than 
1% from the Corporation’s amortized cost basis. The depreciation is primarily a reflection of changing 
interest rates.  All of these securities are guaranteed by U.S. government agencies or government-sponsored 
enterprises.  Accordingly, it is expected that the securities would not be settled at a price less than the par 
value of the investment.  Because the decline in fair value is attributable to changes in interest rates and not 
to credit quality, and because the Corporation does not intend to sell the investments and it is not likely that 
the Corporation will be required to sell the investments before recovery of their amortized cost bases, which 
may be maturity, the Corporation does not consider these investments to be other-than-temporarily impaired 
at September 30, 2011. As of September 30, 2010, no debt securities had unrealized losses.  
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E. Premises and Equipment: 
 
 A summary of premises and equipment at September 30 is as follows: 

 

Furniture, fixtures and equipment $ 196,584 $ 211,536
Software 56,165 56,165

252,749         267,701         

Less: accumulated depreciation (199,482) (249,907)

$ 53,267           $ 17,794           

2011 2010

 
Depreciation expense for the years ended September 30, 2011 and 2010 amounted to $12,349 and $12,893, 
respectively. 

 
F. Federal Home Loan Bank Advances: 
 

At September 30, 2011, Federal Home Loan Bank Advances consist of advances amounting to $8,000,000 
from the Federal Home Loan Bank of Boston which mature at various dates through September 2012 with 
interest rates ranging from 0.24% to 0.41%.  
 
The Corporation has agreements with the FHLB whereby the Corporation may borrow additional funds. The 
Corporation’s borrowing capacity is determined primarily by the amount of qualifying collateral, which 
consists of available for sale securities at the FHLB, and by owning a requisite amount of capital stock of 
the FHLB.  The Massachusetts Commissioner of Banks has authorized up to $20,000,000 in borrowing 
capacity with the FHLB.  This authorization expires April 30, 2013. Any additional borrowings with the 
FHLB would require the Corporation to purchase additional FHLB stock above the amounts invested at 
September 30, 2011.     

 
G. Defined Contribution Plan: 
 

The Corporation has a defined contribution plan intended to qualify under Section 401(k) of the Internal 
Revenue Code, covering substantially all employees.  Under the terms of the plan, the Corporation 
contributes an amount equal to 10% of an eligible employee’s compensation.  Each employee reaching the 
age of 21 and having completed at least ninety days of service automatically becomes a participant in the 
plan.  Participants are fully vested in 3% of the Corporation’s contribution, considered a Safe Harbor Non-
Elective contribution.  The remaining 7% of the Corporation’s contribution is a profit sharing  contribution 
in which participants are 20% vested after two years of service, 40% vested after three years of service, 
60% vested after four years of service, 80% vested after five years of service, and fully vested after six 
years of service.  For the years ended September 30, 2011 and 2010, expenses attributable to the plan 
amounted to $71,923 and $62,754, respectively. 
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H. Related Party Transactions: 
 

A majority of the Corporation’s fifteen directors are associated with member credit unions. 
 

I. Commitments and Contingencies: 
 

In the normal course of business, there are outstanding commitments and contingencies which are not 
reflected in the Corporation’s financial statements as follows. 
 

Employment agreement: 
 
The Corporation has entered into an employment agreement with its President and Chief Executive 
Officer that generally provides for a specified minimum annual compensation and certain benefits. 
However, such employment may be terminated for cause, as defined, without incurring any 
continuing obligations.  The agreement has an initial term of five years and automatically extends 
each year thereafter, as set forth in the agreement. 
 
Operating lease commitments: 
 
Pursuant to the terms of a noncancelable lease agreement in effect at September 30, 2011, 
pertaining to office premises, the future minimum rental commitment is as follows: 
 

Year ending September 30:

2012 $ 42,139           

 
The stated minimum rental commitment is exclusive of electrical charges and escalation clauses 
contained in the lease agreement.  Total rent expense for the years ended September 30, 2011 and 
2010 amounted to $70,937 and $72,417, respectively.  The Corporation is evaluating leasing 
alternatives for its office premises, at the expiration of the current office lease.  These alternatives 
will result in a significant increase in the annual lease expense. 
 
Other contingencies: 
 
Various legal claims also arise from time to time in the normal course of business which, in the 
opinion of management, will have no material effect on the Corporation’s financial position. 
 

J. Concentration: 
 

The Corporation is restricted by Massachusetts state law to provide excess insurance contracts to credit 
unions whose main offices are located within the Commonwealth of Massachusetts. 



2011 Annual Report 31

MASSACHUSETTS CREDIT UNION SHARE INSURANCE CORPORATION 

Notes to Financial Statements 

Years Ended September 30, 2011 and 2010  
(continued) 

- 14 - 

 
 

K. Fair Value Measurements: 
 

Determination of fair value: 
 
The Corporation uses fair value measurements to record fair value adjustments to certain assets.  
The fair value of a financial instrument is the price that would be received to sell an asset or paid to 
transfer a liability in an orderly transaction between market participants at the measurement date.  
Fair value is best determined based upon quoted market prices.  However, in many instances, there 
are no quoted market prices for the Corporation’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. 
 
Fair value hierarchy: 
 
The Corporation groups its financial assets generally measured at fair value in three levels, based 
on the markets in which the assets are traded and the reliability of the assumptions used to 
determine fair value. 

 
Level 1 – Valuation is based on quoted prices in active markets for identical assets.  Level 1 assets 
generally include debt securities that are traded in an active exchange market.  Valuations are 
obtained from readily available pricing sources for market transactions involving identical assets. 
 
Level 2 – Valuation is based on observable inputs other than Level 1 prices, such as quoted prices 
for similar assets or liabilities; quoted prices in markets that are not active; or other inputs that are 
observable or can be corroborated by observable market data for substantially the full term of the 
assets. 
 
Level 3 – Valuation is based on unobservable inputs that are supported by little or no market 
activity and that are significant to the fair value of the assets.  Level 3 assets include financial 
instruments whose value is determined using pricing models, discounted cash flow methodologies, 
or similar techniques, as well as instruments for which the determination of fair value requires 
significant management judgment or estimation. 
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K. Fair Value Measurements – (continued): 
 
Assets measured at fair value on a recurring basis are summarized below: 
 

Securities available for sale:
U.S. government and government-

sponsored enterprise obligations $ 30,221,654 $ -                  $ 30,221,654 $ -                  
Government-sponsored residential

mortgage-backed securities 958,568      -                  958,568      -                  

$ 31,180,222 $ -                  $ 31,180,222 $ -                  

Securities available for sale:
U.S. government and government-

sponsored enterprise obligations $ 29,769,542 $ -                  $ 29,769,542 $ -                  
Government-sponsored residential

mortgage-backed securities 1,482,146   -                  1,482,146   -                  

$ 31,251,688 $ -                  $ 31,251,688 $ -                  

Level 2 Level 3Total Level 1
September 30, 2011

September 30, 2010

Fair Value Measurements Using:

 
 
All securities are measured at fair value in level 2 and are based on independent, unadjusted 
market-based prices received from a third-party pricing service that utilizes pricing models that 
consider standard input factors such as observable market data, benchmark yields, interest rate 
volatilities, broker/dealer quotes, credit spreads, and new issue data.   
 
There were no liabilities measured at fair value on a recurring basis at September 30, 2011 and 
2010. 
 
There were no transfers among the three levels during the year ended September 30, 2011.  
There were no assets or liabilities measured at fair value on a non-recurring basis at September 
30, 2011 and 2010. 
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