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MSIC is the nation’s first deposit insurer for credit unions, and in its 59 year history it 
has been tested time and again. The New England Banking Crisis of the early 1990s 
was our most severe systemic crisis, and the MSIC Cooperative emerged from that 
challenge stronger than ever.

This century we have already faced two severe global crises with the global financial 
crisis of 2008-2010 and now with the global healthcare crisis caused by the COVID-19 
Pandemic.

The MSIC Cooperative weathered the global financial crisis and the Great Recession, 
and we are confident we will manage any adverse financial effects that may arise from 
the current Pandemic.

Today, the MSIC Cooperative is the fourth largest credit union cooperative in the world. 
MSIC and its eighty-one member credit unions hold over $28 billion in total assets, and 
enjoy a consolidated net worth of 10.83% as of September 30, 2020. The Cooperative 
serves over 1.7 million consumers and small businesses across the Commonwealth of 
Massachusetts. MSIC insures excess deposits, above federal deposit insurance limits, 
of over $1.6 billion.

The MSIC deposit insurance system provides comfort and security to Massachusetts 
consumers and businesses. It also provides great stability to the Massachusetts credit 
union movement and the Commonwealth’s financial system, especially in difficult times 
such as now.

Together, we will protect Massachusetts’ credit union members and through our various 
plans and actions, we will ensure the health and stability of the credit union system.

R ESI LI ENCE
IS THE ABILITY TO  RECOVER FROM OR ADJUST 

EASILY TO MISFORTUNE OR CHANGE
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LETTER

2020 saw the MSIC Cooperative manage 
circumstances completely unforeseen just a few 
years ago. When the COVID-19 Pandemic was 
beginning to affect Massachusetts in February 
and March 2020, MSIC quickly shifted to remote 
operations to protect its valuable staff, while 
at the same time continuing with its advocacy, 
educational and deposit insurance activities. The 
MSIC staff remains working on a remote basis as 
of this writing, and is planning to continue in this 
manner for the foreseeable future. 

MSIC’s member credit unions did an excellent 
job in 2020 under very difficult circumstances 
in keeping their facilities open, maintaining the 
health and safety of their staffs, and by continuing 
to provide financial services to consumers under 
extreme conditions. We can all be very proud of our 
member credit unions’ achievements throughout 
2020. Massachusetts consumers and the economy 
benefitted from the efforts made by credit unions 
to move forward during these challenging times.

MSIC suspended most of its long-term strategic 
initiatives in early 2020 and developed plans to 
leverage its balance sheet and employ its many 
emergency powers in order to maintain the health 
and safety of its eighty-one member credit unions 
as we continue to deal with the adverse financial 
effects of the Pandemic. Our public advocacy 

efforts and our efforts to engage the Division of 
Banks are all directed at preparing for possible 
adverse financial effects from the health crisis on 
the American economy.  Time will tell, but high 
levels of unemployment as a result of closing large 
parts of the economy to reduce the spread of the 
virus could lead to rising levels of delinquent loans 
in 2021. MSIC will be ready to assist our member 
credit unions if asset quality problems arise. 

Helping our member institutions thrive is good for 
everyone: our communities, the consumers who 
rely on our member credit unions for financial 
services, and all of our employees. Maintaining 
prosperous and healthy credit unions is the best 
way to manage MSIC’s deposit insurance risk. 
Together, we will be ready for whatever comes our 
way over the next few years.       

In March, we were delighted to welcome 
Common Trust Federal Credit Union of Woburn, 
Massachusetts as a new MSIC member. We are 
proud to have Common Trust as a part of the MSIC 
Cooperative.

In October we welcomed two new Directors to 
MSIC: Terry Dorilas, CEO of Mass Bay Credit Union, 
and Melissa Morin, CEO of Credit Union of the 
Berkshires. We thank them for their willingness to 
serve the MSIC Cooperative in these difficult times. 
Unfortunately, we said so long to our good friend, 
long standing Director and former Chairman, Dan 
Waltz, as he retired from his successful tenure as 
CEO at City of Boston Credit Union.

We welcomed two new staff members this year as 
well. Colin Plouffe joined as our IT Systems Support 
Specialist and Sally Gillen joined us as our new 
Administrative Assistant. Welcome!

Paul N. Noce,  
Chairman of the Board

Michael C. Hanson, 
President & CEO

Sponsored by
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Helping our 
member 
institutions 
thrive is 
good for 
everyone: our 
communities, 
the consumers 
who rely on 
our member 
credit unions 
for financial 
services, and 
all of our 
employees.

We formed a new Advisory Committee this year 
whose members are listed on page 31 of this Annual 
Report. We thank each of them for their thoughtful 
guidance and friendship. 

We want to extend our gratitude to our dedicated 
Board of Directors for their continued commitment 
and work on behalf of the MSIC Cooperative and 
the entire credit union movement in Massachusetts. 
We are also grateful to the MSIC staff for their 
effectiveness under trying circumstances.

Finally, we want to express our thanks and admiration 
to all our eighty-one member institutions, their 
CEOs, executive officers and staffs for a remarkable 
effort in 2020 in serving our consumer members. 
Well done!

The MSIC Cooperative will be ready for whatever 
2021 holds.

Best wishes, 

Paul N. Noce 
Chairman of the Board 

Michael C. Hanson
President and CEO



8
8 | MSIC Members

The MSIC Cooperative of member credit unions 
finished the fiscal year ended September 30, 
2020 in satisfactory but less robust financial 
condition than recent years due to lower earnings, 
slower growth and slightly weaker asset quality as 
measured by various methods. By some metrics, 
although fewer than in past periods, our eighty-one 
MSIC member credit unions continue to fare better 
than their counterparts in both Massachusetts and 
nationwide. The analysis also shows that thus far the 
Cooperative has weathered the Pandemic-induced 
economic challenges well and is positioned to 
move through the cycle with resilience.

MSIC members’ collective ROAA was 0.39% for 
Fiscal 2020, well below the 0.63% posted in Fiscal 
2019. Compared to the Massachusetts industry as 
a whole, MSIC members now show a modest two 
basis point advantage; against the nationwide 
industry a wider, negative twenty-six basis point gap 
exists. This lower ROAA compared to the broader 
industry primarily reflects the higher percentage 
of lower-yielding mortgages in MSIC members’ 
portfolios, as well as the lower contribution from 
fee income. However, the MSIC Cooperative’s 
operating expenses are lower as a percentage of 
average assets, at 2.74% for Fiscal 2020 compared 
to the industry at 3.02%. The inclusion of $10.5 
billion-asset Digital Federal Credit Union (DCU) in 
the Massachusetts peer group somewhat skews 
the ROAA of the Massachusetts industry as a 
whole. If DCU is excluded from the calculation, the 
aggregate ROAA of MSIC member credit unions 
is two basis points behind that of Massachusetts 
credit unions. 

Before the COVID-19 Pandemic struck in early 2020 
and the economy subsequently entered recession, 
the Cooperative’s fundamentals were very healthy. 
From this position of strength, enormous earnings 
headwinds were then encountered. As loan growth 
faded to 4.28% for the year ended September 30, 
2020, share growth skyrocketed, with balances up 
15.35% over the same period. These trends forced 
members to deploy funds into no-spread liquid 
assets or very low-spread investment securities 

caused by the Federal Reserve’s emergency 
monetary policies implemented in March 2020.  As 
a result, MSIC member NIMs decreased sharply, 
from 2.73% in Fiscal 2019 to 2.43% for Fiscal 2020. In 
addition, fee income from many transaction-based 
activities declined, but were offset by mortgage 
origination revenue. Fee and other operating 
income as a percentage of average assets were 
flat at 0.84% for Fiscal 2020 and 2019. Provision 
expense rose modestly, from 0.12% of average 
assets in Fiscal 2019 to 0.18% for Fiscal 2020. Far 
more damage to profitability has been done by 
margin compression thus far than by credit costs. 
The Cooperative’s lower overhead burden versus 
national peers is affording our members some 
ability to absorb these revenue headwinds. At the 
same time, MSIC’s lower credit risk profile should 
allow members to work through higher provisions 
in future periods.

The ongoing differentiation in member performance 

MSIC Comparative ROAA
For Fiscal 2020
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by asset size became more marked in Fiscal 2020. 
We divide our Cooperative peer group into three 
tiers: MSIC members with assets less than $100 
million; those with assets between $100 and 300 
million; and those with assets in excess of $300 
million. The smaller credit unions have the most 
capital but have the highest level of past-dues and 
many more became unprofitable in Fiscal 2020. The 
middle tier has more scale but their profitability is 
also challenged by a lack of lending opportunities 
in the current rate environment. The largest credit 
unions, while more leveraged, demonstrated better 
earnings power and lower past-due loans in Fiscal 
2020. NCUA data reflect these same trends on the 
national level.

As of September 30, 2020, the aggregate net worth 
ratio of MSIC members was 10.83%, below the 
11.60% at September 30, 2019. The strong growth 
in shares ballooned member balance sheets and 
stretched their net worth ratios. MSIC maintained 

a smaller advantage in terms of capitalization 
over the Massachusetts and nationwide credit 
union industries of fifty-five and forty basis points, 
respectively. Only two member credit unions failed 
to achieve “well capitalized” status as of September 
30, 2020. The Cooperative’s strong net worth 
position is a competitive advantage as we work 
through the current challenges.

Stated asset quality measures have remained 
relatively healthy but are obfuscated by forbearance/
deferral programs. As of September 30, 2020, 
reported delinquencies at member institutions were 
0.50% of loans, just below the 0.52% twelve months 
prior. This level of delinquencies compares favorably 

MSIC Comparative  
Net Worth Ratio

as of September 30, 2020

The 
Cooperative’s 
strong net 
worth position 
is a competitive 
advantage as we 
work through 
the current 
challenges.
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0.52%

to Massachusetts peers at 0.60% and the national 
average at 0.55%. However, MSIC estimates its 
credit unions have given some form of payment 
relief to borrowers on approximately 3% of total 
loans at September 30, 2020, consistent with 
regulatory and government guidance. These loans 
are not reported as past due nor have any net 
charge-offs been recognized on them. For Fiscal 
2020, MSIC’s members reported net charge-offs 
were 0.12% of average loans, down from the 0.13% 
posted for Fiscal 2019.  Here again, there was a 
positive spread compared to both Massachusetts 
credit unions, fifteen basis points, and to those 
nationally, thirty-six basis points. Going forward, 
delinquencies and net charge-offs are likely to 
increase due in no small part to Massachusetts’ 
higher level of unemployment compared to the rest 
of the country.

In Fiscal 2020, Cooperative asset growth of 11.91% 
was driven by share inflows, not loan growth as 

in prior years. The preponderance of the inflows 
was into regular shares, drafts and MMDA, while 
previously popular certificates declined as safety 
and liquidity considerations far outweighed yield 
after March 2020. In a similar way, excess shares 
and deposits increased 25.67% in Fiscal 2020 
and were 7.36% of total shares and deposits at 
September 30, 2020, up from 6.75% a year earlier.

MSIC member credit unions experienced a slight 
decline in membership due to the pandemic. MSIC 
institutions had 1.78 million members at the end of 
Fiscal 2020, down 0.32% from 1.79 million as of 
September 30, 2019. 

MSIC’s coverage ratio of 3.80% at September 30, 
2020 makes it the best-capitalized deposit insurer in 
the nation, but is down from 4.72% as of September 
30, 2019 due to the brisk growth in excess shares. 

IN FISCAL 2020, COOPERATIVE asset growth of 11.91%
MSIC and Member Credit 
Unions’ Aggregate Assets 

For Fiscal Years Ending September 30 
($ in Billions)
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While MSIC’s deposit insurance risk is higher than 
it has been in recent years, the Cooperative began 
Fiscal 2021 well positioned to address the challenges 
ahead of it. As noted at the beginning, MSIC is moving 
through this cycle with resilience, which experts 
define as “the ability to respond, absorb, and adapt 
to, as well as recover from a disruptive event.” While 
the COVID-19 pandemic certainly may be the most 
disruptive event of our lifetimes, it is encouraging 
to see how MSIC member credit unions responded 
and adapted their business practices during the 
spring shutdown. Then, as the economy slowly re-
opened, MSIC member credit unions continued to 
serve their members well, accepting shares and 
calming nervous customers, working with borrowers 
experiencing financial difficulty and processing a 
staggering amount of residential mortgage loan 
volume. As we recover in 2021, MSIC’s members’ 

WAS DRIVEN BY SHARE INFLOWS, NOT LOAN GROWTH AS IN PRIOR YEARS.

MSIC is moving 
through this 
cycle with 
resilience, 
which experts 
define as 
“the ability 
to respond, 
absorb, and 
adapt to, as well 
as recover from 
a disruptive 
event.”

resilience will again be needed as economic growth 
may be uneven, the interest rate environment will 
likely remain inhospitable and the new normal may 
be slow to materialize.

asset growth of 11.91%
MSIC and Member Credit 
Unions’ Aggregate Assets 

Year-Over-Year Growth Rate 
For Fiscal Years Ending September 30
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MSIC Insurance Fund
FINANCIAL REPORT

As for most organizations, fiscal year 2020 was 
not a typical year.  As a result of the Pandemic, 
MSIC changed its focus from working on its long 
term strategic initiatives to preparing its role as an 
excess deposit insurer.  By early March, the long 
term corporate investment portfolio was completely 
sold and replaced with very safe, shorter-term 
investments, which resulted in a large realized 
gain.  Further, the consumer flight to safety led to a 
surge in insured excess shares.  In addition, MSIC’s 
real estate investment experienced very favorable 
results.  These positive earnings were offset by three 
major items;  1) a compression in net interest margin 
compounded by the substantial drop in rates during 
the Pandemic; 2) engaging professional services 
to assist MSIC with its Pandemic response, which 
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Net Income  
Fiscal Year Ending September 30  

($ in Thousands)

Member Assessments ($3,741,676)

Investment Income - Debt Financed ($1,166,985)

Investment Income - Non-Debt Financed ($829,399)

MSIC Properties ($2,015,733)

Gain on Sale of Securities ($529,510)

Recoveries of Capital Infusion ($0)

Other Income ($152,517)

44.35%23.89%

6.28%

1.81%

0%
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Gross Revenues
Fiscal Year Ending September 30, 2020

Sponsored by
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will enable MSIC to be prepared to assist member 
institutions, if necessary, with the Pandemic fallout; 
3) continued support of MSIC Partners, LLC.  Net 
income for the year ended September 30, 2020 
amounted to $933,000 compared to $522,000 for 
the year ended September 30, 2019. 

Gross Revenue for Fiscal Year 2020 increased by 
$1.4 million. MSIC’s three major revenue streams 
each experienced different results during the year.  
The previously mentioned surge in excess shares 
led to a $1.3 million increase in assessment revenue.  
Gross Rental Income on the real estate investment, 
which excludes MSIC’s use of space, increased by a 
modest $70,000.  Investment Income decreased by 
$525,000, which resulted from a significant drop in 

Asset Diversification
at September 30, 2020

Real Estate ($22,723,299)

FHLB Debt Securities ($14,364,928)

Certificates of Deposit ($25,778,704)

Cash & Cash Equivalents ($12,803,719)

FFCB Debt Securities ($15,016,237)

FNMA Debt Securities ($21,507,457)

Municipal Debt Securities ($293,805)

Other Assets ($1,735,431)

MSIC Partners, LLC ($325,000)

FHLMC Debt Securities ($24,006,051)

Mortgage Backed Securities ($12,669,282)

FHLBB Stock ($1,647,400)
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1.14%

1.08%

0.19%
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14.86%

9.82%
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interest rates and the restructuring of the investment 
portfolio.  The portfolio restructuring will give MSIC 
the ability to respond quickly to members’ needs for 
financial assistance during these difficult times.  As 
a result of the restructuring, a gain of $529,510 was 
realized on the sale of corporate securities. 

Liquid assets (cash and cash equivalents, and 
certificates of deposit and investment securities 
with maturities of one year or less) totaled $35.1 
million or 22.95% of total assets at September 
30, 2020 compared to $36.2 million or 28.63% 
of total assets at September 30, 2019.  While the 
total liquid assets did not change significantly, 
the investment securities maturing in one to five 
years increased from 16.39% to 48.08% and the 
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investment securities maturing in over five years 
decreased from 35.35% to 11.37%.  In addition, the 
investment securities are almost entirely in U.S. 
government agencies and fully insured certificates 
of deposit.   At September 30, 2020, the weighted 
average life of the certificates of deposit and 
investment securities was 30.1 months compared 
to 27.0 months at September 30, 2019. 

Investment Balance & 
Investment Yield 

(Includes MSIC Properties, LLC)
Fiscal Year Ending September 30  

($ in Millions)

Assessment Revenues
Fiscal Year Ending September 30 
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25.67%THE                                           GROWTH IN EXCESS SHARES LED TO A $1.3

Investment assets increased during the year, which 
was primarily the result of increased borrowings 
of $10 million at the Federal Home Loan Bank of 
Boston (FHLBB) and a $13.6 million net increase in 
Liquidity Reserve Fund deposits.  While investable 
assets increased, investment yield decreased due 
to the significant drop in interest rates and the 
restructuring of the investment portfolio. 
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Even in these uncertain times, consumers continue 
to have great trust and confidence in MSIC’s member 
credit unions, which has led to a surge in excess 
deposits.  The 25.67% growth in excess shares led 
to a $1.3 million increase in Assessment Revenue 
during Fiscal Year 2020. 

During the early 1990s, Capital Infusions were made 
to six members.  As of September 30, 2020, only 
one member had not repaid the capital infusion it 

Five-Year History of Capital 
Infusion Repayments

Fiscal Year Ending September 30  
($ in Thousands)
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7.58%
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          INCREASE IN ASSESSMENT REVENUE DURING FISCAL YEAR 2020.

received at that time. Given the uncertainties created 
by the Pandemic, repayments were not pursued 
during the fiscal year.  When the appropriate time 
arrives, MSIC will continue to pursue repayment of 
the outstanding balance of $1.4 million. 

During the fiscal year 2020, Gross Revenues grew by 
$1.4 million.  This large increase is mainly attributable 
to the increase in member assessment revenue.

million

Gloucester 
Municipal Credit Union Not a bank. A benefit.
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Gross Revenues (Incl. Gain/Loss on Sales)

Total Expenses, Excluding Interest & Rental Expenses

Net Investment Income

Total Expenses

Results of Operations
Fiscal Year Ending September 30 ($ in Thousands)

Total Assets & Total Fund Balance
as of September 30 ($ in Millions)

$61.3 $60.9 $58.1 $62.7 $63.5

Total Assets Total Fund Balance

$108.5

$123.1
$113.4

$126.3

$152.9

20202019201820172016

$61.3 $60.9 $58.1 $62.7 $63.5

Total Assets Total Fund Balance
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$152.9

20202019201820172016

1 
 

HHPPCCUU
Holyoke Postal Credit Union

Serving Postal Employees and their Families since 1927
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For the fiscal year ended September 30, 2020 Total 
Expenses increased by $1 million. This change was 
caused by several items.  Both MSIC and MSIC 
Properties increased their staffing levels, MSIC 
continued its commitment to the start-up of MSIC 
Partners, and depreciation expense increased 
due to improvements made on the property.  
Additionally, expenses were incurred attributable 
to the Pandemic, such as increased cleaning at the 
property and legal expenses incurred by MSIC in 
handling its readiness to meet future challenges 
and property related matters.  Further, despite a 
lower interest rate environment, interest expense 
increased by $270,000 with a $10 million increase 
in borrowings with the FHLBB and a $13.6 million 
net increase in Liquidity Reserve Fund deposits.  
The decrease in interest rates earned, coupled 
with the increase in interest expense, resulted in a 
decrease of $262,000 in Net Investment Income.  

During the year ended September 30, 2020, 
insured excess shares increased by $341 million or 
25.67%, total assets increased by $26.6 million, and 
the Fund Balance increased by $0.8 million.  As a 
result of the increase in excess shares outpacing 
the increase in the Insurance Fund balance, the 
ratio of the Insurance Fund balance to insured 
excess shares (coverage ratio) decreased to 3.80% 
at September 30, 2020. Despite this decrease, this 
ratio remains the strongest coverage ratio for any 
deposit insurer in the nation.

Insured Excess Shares
as of June 30 ($ in Millions)
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""During the year 
ended September 
30, 2020, insured 
excess shares 
increased by  
$341 million...
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The concept of the Liquidity Reserve Fund (“LRF”) is to transfer excess liquidity throughout 
the MSIC collaborative system.  This is accomplished by attracting the excess liquidity of 
member credit unions through offering enhanced yields on their LRF deposits and holding 
these funds to meet the emergency liquidity needs of other member credit unions.  Currently, 
Massachusetts state chartered credit unions can participate in product offerings with a 
maturity of up to three years.  Federally chartered credit unions can make legal deposits in the 
LRF for their employee benefit plans, but not for the credit union itself.  In addition, deposits 
can be received from wholly-owned CUSOs of MSIC member institutions and deposits from 
CUSOs in which a majority of the ownership is held by MSIC member institutions. 

The LRF ended the fiscal year at $48.1 million in deposits, representing a $13.6 million 
increase over the prior fiscal year.  The size of the LRF allows MSIC the ability to lend to 
MSIC’s members with liquidity needs, especially those members experiencing unusual 
liquidity challenges presented by the Pandemic.  The LRF stands poised to assist members 
to overcome these challenges.     

The twenty-six active members of the LRF understand the outstanding opportunity presented 
by the LRF as a means to add to their bottom lines by way of MSIC’s ability to offer competitive 
deposit interest rates.

MSIC Liquidity 
RESERVE FUND

THE LIQUIDITY RESERVE FUND ENDED THE FISCAL YEAR AT                                                                                       IN DEPOSITS$48.1 million
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THE LIQUIDITY RESERVE FUND ENDED THE FISCAL YEAR AT                                                                                       IN DEPOSITS$48.1 million Liquidity Reserve Fund Balance
as of September 30  

($ in Millions)
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$34.5

$48.1

Lynn Police
Credit Union
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MSIC
PROPERTIES

MSIC Properties, LLC, is a wholly-owned subsidiary of 
MSIC and it holds a commercial real estate property 
located in Newton, Massachusetts.  This location is 
home to MSIC’s executive offices, operations and 
in-person training and educational programs.  In 
addition, an affiliated entity, MSIC Partners, LLC, 
continues to utilize the space.

For the year ended September 30, 2020, MSIC 
Properties, LLC had net income of $865,590, which 
equaled a 4.20% annual return on this investment.    

Several  major projects affecting the property occurred 
during Fiscal Year 2020.  The Massachusetts Department 
of Transportation continued its efforts to rebuild the 
Needham Street/Highland Avenue corridor to improve 
traffic flow, increase walkability and add protected 
bike lanes. During the year, this work included 

relocating multiple utility distribution systems.  In 
July, MSIC began a large garage renovation project.  
This garage project had been in the planning stage 
for some time.  The garage project is perceived 
favorably by the property’s tenants, neighboring 
property owners, and the City of Newton.  The 
project is expected to be completed in August 
2021.  A neighboring property owner, Northland 
Corp. began its efforts to redevelop the abutting 
nearly 30 acre site by obtaining final approvals for 
development and by relocating its tenants.  When 
completed, the site will include 10 acres of public 
open space, 800 residential units and office and 
retail space.  This development project will transform 
the site into a walkable, environmentally sensitive 
new neighborhood.

FOR THE YEAR ENDED SEPTEMBER 30, 2020, MSIC PROPERTIES, LLC HAD NET  INCOME OF

Sponsored by
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Net Income, MSIC Properties

Investment Yield
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MSIC Updates & 
HIGHLIGHTS

JANUARY 24, 2020 
MSIC’S 58TH ANNUAL MEETING
MSIC held its 58th Annual Meeting in The Wharf 
Room of the Boston Harbor Hotel at Rowes Wharf 
in Boston, Massachusetts. Close to 100 credit 
union executives enjoyed a plated lunch and heard 
comments from MSIC President and CEO Mike 
Hanson regarding investing in the future of the credit 
union movement, the future of cooperative finance 
and the importance of collective action; Cooperative 
Credit Union Association President and CEO Ron 
McLean regarding advocacy for credit unions; 
and Massachusetts Commissioner of Banks Mary 
Gallagher regarding her new role as Commissioner, 
her team at the Division of Banks and their regulatory 
oversight of the financial system in Massachusetts. 

CommunityYour Credit Union!
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JANUARY 2020 
THE MSIC TRAINING AND 
CONFERENCE CENTER: OPEN 
FOR BUSINESS 
In January 2020, following the expansion of its 
office space and development of a new state-
of-the-art training facility at its headquarters in 
Newton, Massachusetts, MSIC is ready to utilize 
the training center for and with its member credit 
unions. The MSIC Training and Conference 
Center is a sleek and modern training room for 
guests to learn and interact in an executive-
level setting. Every effort was made to make 
the environment inviting, highly functional and 
versatile to provide MSIC members with a first-
class setting for all of their meeting and training 
needs including educational activities, strategic 
sessions and board meetings. 
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MARCH 6, 2020 
PANDEMIC PREPAREDNESS: ARE YOU READY? 

Just a few days before the Massachusetts state of emergency was 
announced, MSIC was at the forefront in preparing our credit union 
members for the threat of contagion, the challenges of a quarantine, 
and the possibility (or reality) of major losses, both in human terms and 
economically. On March 6, 2020 MSIC hosted a one-hour conference call, 
Pandemic Preparedness: Are You Ready? for our member credit unions 
to address the ongoing outbreak of the coronavirus disease and how 
organizations should evaluate the potential impact on their operations. 
Topics covered ranged from details about the virus itself, to how to protect 
both staff and credit union institutions, to the effects of a pandemic on the 
financial system. Comments were shared by MSIC President and CEO 

Mike Hanson and MSIC Director Dr. Richard (Rick) Mitchell, Lawrence J. Henderson Professor of Pathology 
and Health Sciences and Technology at Harvard Medical School, and Senior Pathologist at Brigham and 
Women’s Hospital in Boston, who also answered questions from meeting participants. Over 130 attendees, 

Over 130 attendees, 
REPRESENTING 46 MSIC MEMBER INSTITUTIONS, PARTICIPATED ON THE CALL, 
“PANDEMIC PREPAREDNESS: ARE YOU READY”

nbcu4u.com

We’re In Your Corner with 
GREAT RATES

New Bedford Credit Union is now

(508) 994- 6546

FEBRUARY 2020 
MANAGER OF TRAINING  
AND MEMBER SERVICES  
In February 2020, Erika Morin was promoted to 
a new role as MSIC’s Manager of Training and 
Member Services. In this new role, Mrs. Morin will 
work closely with and develop for our members, 
a variety of educational programs and sessions 
designed to benefit the MSIC membership and to 
foster collaboration.

Richard N. Mitchell, M.D., Ph.D.
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This year we welcomed our newest 
member credit union:

Common Trust Federal Credit Union joined 
MSIC as of March 17, 2020.

We warmly welcome Common Trust to the 
MSIC Cooperative and look forward to working 
with their team in the years to come!

representing 46 MSIC member institutions, participated on the call. Just two weeks 
later, on March 23, 2020, Massachusetts Governor Charlie Baker issued an order for 
all non-essential employers and businesses to close their workspaces. In the days 
and weeks following the conference call, MSIC received many words of gratitude 
from our members for the foresight and initiative in planning for the dramatic effects 
of the Pandemic. 

federal credit union
COME BACK TO BANKING LOCAL.
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APRIL 28-29, 2020 
FILENE RESEARCH EVENT: THE NEW CREDIT UNION EXPERIENCE

In collaboration with Filene, the MSIC Center for Credit Union Governance 
(MSIC CUG) hosted an MSIC Delegation of its members for a two-day long, 
all-virtual, research and business strategy event, The New Credit Union 
Experience. This seminar addressed the biggest factors impacting credit 
union member experience, and how to take control of strategies and 
operations to create the experience consumers seek. MSIC CUG covered 
the cost of the event for one representative per credit union member. 
Almost 20 participants attended, representing 15 member credit unions. 

MARCH 13, 2020 
MSIC PREPARES FOR REMOTE 
WORK OPERATIONS 
On March 13, 2020, shortly following Massachusetts 
Governor Charlie Baker’s declaration of a state of 
emergency due to the COVID-19 Pandemic and the 
rapid rise in coronavirus cases statewide, MSIC made 
the necessary preparations to shift to all-remote 
operations the next week of March 16, 2020. Like so 
many companies throughout Massachusetts and the 
country, MSIC made the decision for its staff to work 
from home, not only to keep everyone safe, but to 
meet the obligation to help flatten the curve and the 
spread of the virus. In addition, MSIC cancelled all 
in-person meetings, company travel and scheduled 
in-person events until further notice. 

And while the dramatic spread of COVID-19 disrupted 
lives, families, livelihoods, communities and businesses 
worldwide, MSIC did what so many other companies 
have done during this challenging and extraordinary 
time: continued to move forward. Although MSIC was 
no longer in the position to host trainings and sessions 
in-person, it upheld its mission to serve and strengthen 
the credit union industry in a virtual format.

MSIC did what 
so many other 
companies have 
done during this 
challenging and 
extraordinary 
time: continued 
to move forward. 
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JUNE 16-17, 2020 
FILENE: THE ART + SCIENCE OF ORGANIZATION
In June, the MSIC Center for Credit Union Governance (MSIC CUG) hosted a MSIC Delegation of its members 
for a second Filene virtual session, The Art + Science of Organization. The two-day event explored insights 
and observations from Filene’s Centers for Operations and Talent to tackle the biggest factors impacting the 
way credit unions run, and the impact it has on their employees. MSIC CUG covered the cost of the event for 
one representative per credit union member.

JUNE 10-12, 2020 
MSIC MEMBER SUMMIT: COLLECTIVE ACTION – POSTPONED

It was with great disappointment that MSIC postponed the MSIC Member Summit: Collective Action, 
which was scheduled to take place June 10-12, 2020 at the Mount Washington Hotel in Bretton Woods, 
New Hampshire. With an abundance of caution, and under the guidance of state and federal officials 
regarding the COVID-19 Coronavirus Pandemic, MSIC rescheduled this event to July 21-23, 2021 at the 
Mount Washington Hotel. Manager of Training and Member Services Erika Morin will be in touch in the 
coming months with further details about the event.

The two-day event explored
INSIGHTS AND OBSERVATIONS FROM FILENE’S CENTERS FOR OPERATIONS AND TALENT

rtn�������
������������
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MSIC is a member of the International Association 
of Deposit Insurers (IADI). The IADI was established 
in 2002 under Swiss law to serve as a standard 
setting organization for deposit insurers around 
the world. It is headquartered at the Bank of 
International Settlements in Basel, Switzerland, 
and plays an important role in the global financial 
safety net.

In 2018 MSIC participated in a self-assessment 
under the IADI standards and it was determined 
that MSIC met, in all material respects, the 
standards for a highly effective deposit insurance 

system. MSIC plans to perform an additional self-
assessment in 2021. 

Most importantly, MSIC’s membership in the IADI 
gives it access to high level research regarding 
deposit insurance issues from other deposit 
insurers and gives it access to best practices 
from a number of jurisdictions relating to bank 
and cooperative deposit insurance, including 
credit unions. This knowledge is essential if the 
MSIC Cooperative is to successfully manage any 
financial problems which might arise from the 
current healthcare pandemic.

International Association of Deposit Insurers 

SEPTEMBER 2, 2020 
MSIC PRESENTS: THE 
ECONOMY AND CREDIT 
UNIONS IN THE TIME OF 
COVID-19

MSIC hosted its first virtual event, a one-hour presentation from Vining Sparks regarding the economy, the 
lengthy road to recovery and the impact on credit unions during the COVID-19 Pandemic. Around 75 credit 
union member executives and financial staff listened to comments from Vining Sparks Chief Economist 
& Executive Vice President Craig Dismuke and Senior Vice President Michael Erhardt who discussed the 
current and projected US Economy, the economic challenges, the pace of recovery, the recent trends 
in credit union balance sheets and strategies to preserve net interest margins while managing risk. A 
recording of this presentation can be found on MSIC’s YouTube channel by searching for MSIC Presents: 
Economic Outlook.

MSIC Hosted its 1st Virtual Event
A ONE-HOUR PRESENTATION FROM VINING SPARKS
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SEPTEMBER 22-24, 2020 
IADI: Ready with the Financial Safety Net
As a member of IADI, MSIC works in partnership with deposit insurers from around the world to 
share knowledge and expertise on matters related to deposit insurance. MSIC President and CEO 
Mike Hanson and Credit Union Monitoring Analyst Tom Finucane attended the two-day webinar 
on the ongoing and expected impact of the COVID-19 crisis for resolution authorities and deposit 
insurers. 

SEPTEMBER 17, 2020 
MSIC PRESENTS: 
EFFECTIVELY MANAGING 
REMOTE TEAMS
In mid-September, MSIC hosted a two-hour 
webinar with two of the leading researchers 
of remote work practices: Lumry Family 
Associate Professor Prithwiraj (Raj) Choudhury 
of Harvard Business School, and Dr. Barbara 
Larson, Executive Professor of Management 
and Partnerships Director at Northeastern 
University’s D’Amore-McKim School of 
Business. The expert panelists discussed 
the unique challenges and opportunities 
presented by remote operations, and shared 
their extensive data and research that supports 
the remote work model, and how to rise to the 
challenge of remote work operations. The 
session was moderated by MSIC Manager of 
Training and Member Services Erika Morin, 
followed by an animated Q&A session on this 
timely topic with over 60 credit union member 
participants. A recording of this presentation 
can be found on MSIC’s YouTube channel 
by searching for MSIC Presents: Effectively 
Managing Remote Teams

Dr. Barbara Larson, Executive 
Professor of Management 
and Partnerships Director 

at Northeastern University’s 
D’Amore-McKim School of 

Business

Professor Prithwiraj (Raj) 
Choudhury, Lumry Family 
Associate Professor at the 
Harvard Business School

Sponsored by
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OCTOBER 2020 
MSIC’S 6TH ANNUAL  
MEMBER DINNER
Regretfully, MSIC had to cancel its very popular 
Annual Member Dinner, which typically coincides 
with the Cooperative Credit Union Association’s 
Annual Meeting and Convention at Mohegan Sun 
Resort and Casino in Uncasville, Connecticut. We 
look forward to the day we can all be together again!

SEPTEMBER 29 – OCTOBER 1, 
2020 WOBI: CUSTOMER  
CENTRICITY WEBINAR

The MSIC Center for Credit Union Governance 
(MSIC CUG) offered its member credit unions 
the opportunity to attend a world-class, live-
online seminar in September. WOBI (World of 
Business Ideas: a leading global business hub) 
presented a three-day online seminar featuring 
best-selling author Don Peppers, one of the 
world’s most respected experts on customer 
experience and the customer focused business 
strategy. This seminar included six hours of live 
content over a three-day period during which 
Don offered in-depth insights into building and 
maintaining a truly customer-centric business. 
Over 35 credit union member participants took 
advantage of the fantastic training opportunity.  

This seminar 
included six 
hours of live 
content over a 
three-day period 
during which 
Don offered 
in-depth 
insights into 
building and 
maintaining a 
truly customer-
centric business. 
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Retirement  
Wishes to MSIC  
Vice Chairman  
Dan Waltz 
In September 2020, the 
MSIC Board and Staff bid 
a bittersweet farewell to 
Vice Chairman Dan Waltz 
as a result of his retirement 
as President and CEO of 
City of Boston Credit Union, 
Boston, Massachusetts. 
MSIC is grateful to Mr. Waltz for his 17 years of service while on 
the Board, which included serving as Chairman for a period of 
time. His many contributions to the MSIC membership and the 
credit union industry are immeasurable. The MSIC Board and 
Staff will miss his leadership, his guidance and his friendship. 
On behalf of MSIC and the MSIC Membership, we wish Mr. 
Waltz the best in his retirement and congratulate him on a 
wonderful and meaningful career. Thank you, Dan!

BOARD & STAFF UPDATES:

Marta Carney 
Manager
Cabot Boston Credit Union 

Robert Cashman 
President/CEO 
Metro Credit Union 

Barbara Frazier 
President/CEO
New England Teamsters  
Federal Credit Union

Bob Gustafson 
Executive VP 
Sharon & Crescent United Credit Union 

John Howard 
President/CEO  
Merrimack Valley Credit Union 

Karl Moisan 
President/CEO  
Homefield Credit Union 

Doug Petersen 
CEO 
Workers’ Credit Union 

Bonnie Raymond
CEO  
Premier Source Federal Credit Union 

Matt Schondek
CEO  
Fall River Municipal Credit Union 

Jim Van Arsdale
Financial Advisor  
Stearns Financial Group

Glenn Welch
President/CEO  
Freedom Credit Union

MSIC ADVISORY 
COMMITTEE  
MEMBERSHIP AS OF 
NOVEMBER 2020

Welcome to MSIC’s Newest Staff Members!
MSIC was delighted to welcome two new staff members in 2020:

Colin Plouffe,  
MSIC’s Information  
Systems  
Support Specialist,  
who joined the team  
in January.

Sally Gillen,  
MSIC’s Administrative  
Assistant, who joined  
the team in March.

Welcome to the team,  
Colin and Sally!

welcome!
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MSIC Directors & Staff 
as of September 30, 2020

MSIC Directors

Paul N. Noce
Chairman
Director Since 2003
CEO
Energy Credit Union

Debbie C. Guiney
Vice Chair
Director Since 1989
President/CEO 
AllCom Credit Union

Michael E. Murphy
Director Since 1990
President/CEO
Holyoke Credit Union

Michael C. Hanson 
President and CEO

Tony St. Pierre
Vice President 
Technology and Security 
Office Operations

MSIC Staff

Kenneth M. DelRossi
Director Since 1997
President/CEO
Align Credit Union

Diane M. Peralta, CPA
Director Since 2001 
Director of Audit
Spinelli CPAs

John J. Ciampa, CPA
Treasurer

Jonathan S. Fine 
Director
Credit Union Monitoring

Gregori A. Martucci
Director Since 2010
Vice President of NE Sales 
Shaw Industries, Inc.



332020 Annual Report  | 

Erika J. Morin 
Manager  
Training and Member  
Services

Thomas M. Finucane
Credit Union Monitoring 
Analyst

John D. Finnegan, Esq.
Director Since 2011
Attorney at Law
Hill Law

Neil J. Crean
Director Since 2018
President/CEO
Massachusetts Family
Credit Union

Ralph P. Moore
Director since 2014 
President/CEO  
600 Atlantic Federal Credit Union

Colin Plouffe
Information Systems 
Support Specialist

Sally Gillen
Administrative 
Assistant

Richard N. Mitchell, M.D., Ph.D.
Director Since 2011
Professor of Pathology,
Harvard Medical School and  
Brigham and Women’s Hospital

George G. Hardiman, Esq.
Director Since 2019
President/CEO
Tremont Credit Union

Susan M. Clawson 
Accounting Manager
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MSIC
MEMBERS

Sponsored by

 

C R E D I T  U N I O N
Brotherhood
www.brotherhoodcreditunion.org

Sponsored by

1 
 

HHPPCCUU
Holyoke Postal Credit Union

Serving Postal Employees and their Families since 1927

Not a bank. A benefit.

Gloucester 
Municipal Credit Union

Lynn Police
Credit Union

Coastal
f e d e r a l  C r e d i t  U n i o n

New england
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nbcu4u.com

We’re In Your Corner with 
GREAT RATES

New Bedford Credit Union is now

(508) 994- 6546

CommunityYour Credit Union!

federal credit union
COME BACK TO BANKING LOCAL.
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MSIC Audited
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1

INDEPENDENT AUDITORS’ REPORT 

To the Audit Committee of 
Massachusetts Credit Union Share Insurance Corporation 

Report on the Consolidated Financial Statements 

We have audited the accompanying consolidated financial statements of Massachusetts Credit Union Share 
Insurance Corporation (the “Corporation”), which comprise the consolidated balance sheets as of September 
30, 2020 and 2019, and the related consolidated statements of income, comprehensive income, equity and 
cash flows for the years then ended, and the related notes to the consolidated financial statements.   

Management’s Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial statements 
in accordance with accounting principles generally accepted in the United States of America; this includes the 
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation 
of consolidated financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits.  We 
conducted our audits 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 from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements.  The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud 
or error.  In making those risk assessments, the auditor considers internal control relevant to the Corporation’s 
preparation and fair presentation of the consolidated financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the Corporation’s internal control.  Accordingly, we express no such opinion.  An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the consolidated financial 
statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, 
the financial position of the Corporation as of September 30, 2020 and 2019, and the results of its operations 
and its cash flows for the years then ended in accordance with accounting principles generally accepted in the 
United States of America. 

Boston, MA 
December 18, 2020 
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MASSACHUSETTS CREDIT UNION SHARE 
INSURANCE CORPORATION 

CONSOLIDATED BALANCE SHEETS 

SEPTEMBER 30, 2020 AND 2019 

The accompanying notes are an integral part of these consolidated financial statements. 
2

2020 2019

Assets
Cash and cash equivalents 12,803,719$    10,122,315$
Certificates of deposit 25,778,704      16,252,272
Securities available-for-sale, at fair value 87,857,760      75,742,226
Investment in MSIC Partners, LLC 325,000 325,000
Federal Home Loan Bank stock, at cost 1,647,400        1,372,500
Accrued interest receivable 659,360           492,954
Real estate held for investment 22,723,299 21,284,208
Premises and equipment, net 200,093 157,572
Other assets 875,978 595,603

Total Assets 152,871,313$  126,344,650$

Liabilities and Equity

Liabilities
Liquidity reserve fund deposits 48,133,834$    34,481,094$
Federal Home Loan Bank advances 38,000,000      28,000,000
Accounts payable and accrued expenses 3,246,590 1,128,428

Total Liabilities 89,380,424 63,609,522

Equity
Retained earnings 63,318,277      62,385,620
Accumulated other comprehensive income 172,612 349,508

Total Equity 63,490,889 62,735,128

Total Liabilities and Equity 152,871,313$  126,344,650$
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MASSACHUSETTS CREDIT UNION SHARE 
INSURANCE CORPORATION 

CONSOLIDATED STATEMENTS OF INCOME 

FOR THE YEARS ENDED SEPTEMBER 30, 2020 AND 2019 

The accompanying notes are an integral part of these consolidated financial statements. 
3

2020 2019

Revenue
Insurance assessments 3,741,676$      2,429,775$
Rental income on real estate investment 2,015,733 1,945,294
Investment income 1,996,384 2,521,548
Gain (loss) on sales of securities available-for-sale 529,510 (284)
Recoveries of capital assistance --                     80,000
Other income 152,517 32,907

Total Revenue 8,435,820 7,009,240

Expenses
Salaries and benefits 2,376,377 1,978,420
Interest expense 1,696,824 1,424,512
Rental expenses on real estate investment 1,452,867 1,387,851
MSIC Partners, LLC expense reimbursements 453,000           289,000
Other general and administrative 1,524,095 1,407,666

Total Expenses 7,503,163 6,487,449

Net Income 932,657$  521,791$
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2020 2019

Net Income 932,657$  521,791$

Other Comprehensive (Loss) Income
Unrealized holding (losses) gains on securities available-for-sale (706,406)          4,126,785
Reclassification adjustment for gains (losses) realized in income 529,510 (284)

Total Other Comprehensive (Loss) Income (176,896) 4,126,501

Comprehensive Income 755,761$  4,648,292$
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Accumulated
Other 

Retained Comprehensive Total
Earnings Income (Loss) Equity

Balances, September 30, 2018 61,863,829$    (3,776,993)$     58,086,836$

Net income 521,791           --                     521,791

Other comprehensive income -- 4,126,501 4,126,501

Balances, September 30, 2019 62,385,620      349,508           62,735,128

Net income 932,657           --                     932,657

Other comprehensive loss -- (176,896) (176,896)

Balances, September 30, 2020 63,318,277$    172,612$  63,490,889$
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2020 2019
Cash Flows from Operating Activities

Net income 932,657$         521,791$         
Adjustments to reconcile net income to net cash

provided by operating activities:
Depreciation and amortization 544,785           470,520           
Amortization (accretion) of premiums/discounts on securities, net 65,664             (68,341)           
(Gain) loss on sales of investment securities available-for-sale (529,510)          284                 
Net change in:

Accrued interest receivable (166,406)          134,186           
Other assets (280,375)          22,018             
Accounts payable and accrued expenses 2,118,162        (357,718)         

Total Adjustments 1,752,320        200,949          

Net Cash Provided by Operating Activities 2,684,977        722,740          

Cash Flows from Investing Activities
Maturities of certificates of deposit 5,547,028        3,170,152        
Purchases of certificates of deposit (15,073,460)     (15,705,245)     
Proceeds from sales of available-for-sale securities 16,426,140       7,009,570        
Proceeds from maturities, calls and principal payments 

of available-for-sale securities 129,708,366     48,225,000       
Purchases of available-for-sale securities (157,963,090)    (46,132,223)     
Purchase of MSIC Partners, LLC investment --                    (75,000)           
(Purchase) redemption of stock in Federal Home Loan Bank (274,900)          143,600           
Improvements to real estate held for investment (1,941,426)       (812,143)          
Purchases of premises and equipment, net (84,971)           (84,849)          

Net Cash Used in Investing Activities (23,656,313)     (4,261,138)      

Cash Flows from Financing Activities
   Increase in liquidity reserve fund deposits 13,652,740       8,605,259        

Proceeds from Federal Home Loan Bank advances 21,300,000       8,000,000        
Paydowns of Federal Home Loan Bank advances (11,300,000)     (8,000,000)      

Net Cash Provided by Financing Activities 23,652,740       8,605,259       
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2020 2019

Net Increase in Cash and Cash Equivalents 2,681,404      5,066,861      

Cash and Cash Equivalents - Beginning of the Year 10,122,315      5,055,454       

Cash and Cash Equivalents - End of the Year 12,803,719$    10,122,315$   

Supplemental Cash Flow Disclosures
Change in unrealized gains and losses on securities available-for-sale (176,896)$        4,126,501$     

Cash paid for interest 1,683,499$      1,418,329$     
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NOTE 1 - NATURE OF THE 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.  Accounts insured by the NCUSIF are 
generally insured up to a maximum of $250,000 per insured depositor.  The Corporation 
insures the amounts in excess of the $250,000 per depositor insured by the NCUSIF.

The Corporation has also established a fund, known as the Liquidity Reserve Fund (the 
“Fund”), for the purpose of promoting liquidity resources for its members. Approved 
members may maintain deposit balances with the Fund and other approved members may 
borrow from the Fund. Member deposits in the Fund are general liabilities of the 
Corporation, but have a preferential position over deposit insurance claims.  The total 
balance of those deposits including any accrued interest on those deposits as of September 
30, 2020 and 2019 was $48,133,834 and $34,481,094, respectively. 

The consolidated financial statements include the accounts of the Corporation’s wholly-
owned subsidiary, MSIC Properties, LLC (the "Company"). The principal activity of the 
Company is owning real estate property. The Company owns a commercial real estate 
property (the "Property") located in Newton, Massachusetts, which is leased to unaffiliated 
third parties, with a portion of the Property being utilized for corporate use and the use of an 
affiliated entity, MSIC Partners, LLC. The current corporate uses include the Corporation's 
operations, executive offices and a training facility. Future corporate uses will include the 
Center for Credit Union Governance's educational activities. 

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

BASIS OF ACCOUNTING, PRESENTATION AND CONSOLIDATION

The consolidated financial statements are prepared on the accrual basis of accounting for all 
significant items of income and expense in accordance with accounting principles generally 
accepted in the United States (“U.S. GAAP”) and include the accounts of MSIC’s wholly-
owned subsidiary, MSIC Properties, LLC, which owns and manages a commercial real estate 
property.  All significant intercompany balances and transactions have been eliminated in 
consolidation.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

USE OF ESTIMATES AND RESERVE FOR INSURANCE LOSSES

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 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.  As of 
September 30, 2020 and 2019, the Corporation determined no reserve for insurance losses 
was required.

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 $6,271,894 into those credit unions that were deemed capital-deficient by the 
NCUA. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

REGULATORY MATTERS (CONTINUED)

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, 2020 is as follows: 

Capital Payments Remaining
Infused Received Balance

Naveo Credit Union (formerly CPCU Credit Union) 1,511,420$      (118,486)$        1,392,934$      
F.H.B.T. Credit Union (merged with Freedom CU) 68,102             (68,102)            --                     
St. Jean's Credit Union 4,036,463        (4,036,463)       --                     
Greater Springfield Credit Union 30,984             (30,984)            --                     
University Credit Union (merged with Metro CU) 356,289           (356,289)          --                     
First Citizens' Federal Credit Union 268,636          (268,636)         --                    

6,271,894$      (4,878,960)$  1,392,934$     

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, 2020 and 2019: 

2020 2019

Naveo Credit Union (formerly CPCU Credit Union) --$  80,000$

--$  80,000$

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.   
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

CERTIFICATES OF DEPOSIT

Certificates of deposits mature within three years and are carried at cost. 

INVESTMENT SECURITIES

Trading Securities 

Securities that are held for short-term resale are classified as trading account securities and 
recorded at their fair values.  Realized and unrealized gains and losses on trading account 
securities are included in other income in the statements of income.  The Corporation had no 
trading securities during the years ended September 30, 2020 and 2019. 

Securities Held-to-Maturity 

Government and federal agency securities that management has the positive intent and ability 
to hold to maturity regardless of market conditions, liquidity needs or changes in general 
economic conditions are classified as held-to-maturity.  These securities are reported at cost 
and adjusted for amortization of premiums and accretion of discounts that are recognized in 
interest income in the statements of income using methods approximating the interest method 
over the period to contractual maturity, adjusted for anticipated prepayments. The 
Corporation had no held-to-maturity securities as of September 30, 2020 and 2019.  

Securities Available-for-Sale 

Securities classified as available-for-sale consist of investment securities with readily 
determinable fair values that the Corporation intends to hold for an indefinite period of time 
but not necessarily until maturity.  These securities are carried at estimated fair value based 
on information provided by a third party pricing service with any unrealized gains and losses 
excluded from net income and reported in accumulated other comprehensive income, which 
is reported as a separate component of equity.   

The amortization of premiums and the accretion of discounts are recognized in interest 
income in the statements of income using methods approximating the interest method over 
the period to maturity.   

Realized gains (losses) on the sale of securities available-for-sale are determined using the 
specific-identification method based on the adjusted cost basis of the specific securities sold 
and, when applicable, are reported as a reclassification adjustment in other comprehensive 
income. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

INVESTMENT SECURITIES (CONTINUED)

Securities Available-for-Sale (Continued) 

Each reporting period, the Corporation evaluates all securities with a decline in fair value 
below the amortized cost of the investment to determine whether or not the impairment is 
deemed to be other-than-temporary (“OTTI”).   

OTTI is required to be recognized if: (1) the Corporation intends to sell the security; (2) it is 
“more likely than not” that the Corporation will be required to sell the security before 
recovery of its amortized cost basis; or (3) for debt securities, the present value of expected 
cash flows is not sufficient to recover the entire amortized cost basis.  For all impaired debt 
securities that the Corporation intends to sell, or more likely than not will be required to sell, 
the full amount of the depreciation is recognized as OTTI through earnings.  Credit-related 
OTTI for all other impaired debt securities is recognized through earnings.  Non-credit 
related OTTI for such debt securities is recognized in other comprehensive income. 

INVESTMENT IN MSIC PARTNERS, LLC

The Corporation holds an investment in MSIC Partners, LLC, whose primary purpose is to 
provide services to support credit unions and their credit union service organizations. As of 
September 30, 2020 and 2019, the Corporation had invested $325,000 (13 share units at 
$25,000 each) in MSIC Partners, LLC, representing an approximate 33% interest. There were 
no additional investments during the year ended September 30, 2020. The investment is 
accounted for using the equity method and no impairment has been recognized. 

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 this investment for impairment based on the ultimate recoverability of 
the cost basis in the FHLB stock.  As of September 30, 2020 and 2019, no impairment has 
been recognized. 

REAL ESTATE HELD FOR INVESTMENT AND PREMISES AND EQUIPMENT, NET

Land, buildings, equipment, computer software and leasehold improvements are stated at 
cost, less accumulated depreciation and amortization.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

REAL ESTATE HELD FOR INVESTMENT AND PREMISES AND EQUIPMENT, NET (CONTINUED)

Depreciation and amortization is computed using the straight-line method over the estimated 
useful lives of the respective assets or the terms of the lease, if shorter, ranging from three to 
forty years.  Expenditures for improvements which extend the life of an asset are capitalized 
and depreciated over the asset’s remaining useful life. 

VALUATION OF LONG-LIVED ASSETS

Long-lived assets are reviewed for impairment whenever events or changes in circumstances 
indicate that the carrying amount of an asset may not be recoverable.  Recoverability of the 
long-lived asset is measured by a comparison of the carrying amount of the asset to future 
undiscounted net cash flows expected to be generated by the asset. If such assets are 
considered to be impaired, the impairment to be recognized is measured by the amount by 
which the carrying amount of the assets exceeds the estimated fair value of the assets.  Assets 
to be disposed of are reportable at the lower of the carrying amount or fair value, less costs to 
sell. 

INSURANCE ASSESSMENTS

During the year, the Corporation recognizes revenue from insurance assessments at the time 
a member credit union’s assessment payment is received.  At September 30, 2020 and 2019, 
there were $35,853 and $0, respectively, of assessments receivable from member credit 
unions.  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.  In addition, the Corporation may 
charge a higher initial assessment up to a maximum of its then current coverage ratio. Any 
initial assessments through December 31, 2018 were increased by 0.50% and beginning 
January 1, 2019 have been increased by 0.75%. Currently, the Corporation does not increase 
initial assessments for credit unions with less than $1,000,000 in excess shares and deposits 
at the date of approval for insurance. Future assessments are made on the application of 
1.25% on any increase in excess shares and deposits. 

RENTAL INCOME

Rental income consists of income from leases and from reimbursable expenses from the real 
estate investment. The Corporation commences rental revenue recognition when the tenant 
takes possession of the leased space and the leased space is substantially ready for its 
intended use. The Corporation does not have any percentage rent arrangements with its 
tenants. Reimbursable costs are included in rental income in the year earned. 
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

RECOVERIES

Recoveries of previously charged-off assets and capital assistance are recorded as revenue on 
the cash basis, or when the amount is quantifiable and collectability is assured. 

INCOME TAXES

The Corporation is exempt from federal and Massachusetts state and local income 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 and investment income generated by borrowed 
funds, which are considered unrelated business activities; however, no significant taxable 
income has been generated during the years ended September 30, 2020 and 2019.  

The Corporation measures its unrecognized tax positions and assesses the likelihood, based 
on their technical merit, that tax positions will be sustained upon examination based on the 
facts, circumstances and information available at the end of each period. The measurement of 
unrecognized tax positions is adjusted when new information is available, or when an event 
occurs that requires a change.  Interest and penalties associated with unrecognized tax 
positions, if any, would be classified as interest expense and additional income taxes, 
respectively, in the statements of income.  The Corporation did not identify any uncertain tax 
positions at September 30, 2020 and 2019.  The Corporation is subject to routine audits by 
taxing jurisdictions; however, there are currently no audits for any periods in progress. 

COMPREHENSIVE INCOME

Accounting principles generally accepted in the United States of America require that 
recognized revenue, expenses, gains and losses be included in net income.  Although certain 
changes in assets and liabilities are reported as a separate component of the equity section of 
the balance sheets, such items, along with net income, are components of comprehensive 
income. 

RECLASSIFICATIONS

Certain reclassifications have been made to the 2019 consolidated financial statement 
presentation to correspond to the current year's format. Total equity and net income are 
unchanged due to these reclassifications.
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NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

RISKS AND UNCERTAINTIES

In March 2020, the World Health Organization declared the outbreak of a novel coronavirus 
(“COVID-19”) as a pandemic, which continues to spread throughout the United States. The 
COVID-19 pandemic, whose effects first became known in January 2020, is having a broad 
and negative impact on commerce and financial markets around the world. The Corporation 
has been able to continue most of its operations in a remote environment, however, at this 
point, the extent to which COVID-19 may impact the Corporation’s financial condition or 
results of operations is uncertain.

The extent of the impact of COVID-19 on the Corporation’s operational and financial 
performance will depend on certain developments, including the duration and spread of the 
outbreak and its impact on the Corporation’s members, investment portfolio, employees and 
vendors, all of which at present, cannot be determined. Accordingly, the extent to which 
COVID-19 may impact the financial position and results of operations and cash flows is 
uncertain and the accompanying financial statements include no adjustments relating to the 
effects of this pandemic, if any. 

SUBSEQUENT EVENTS

The Corporation has evaluated subsequent events through December 18, 2020, the date these 
consolidated financial statements were available to be issued. Except as disclosed in Note 6, 
no material subsequent events have occurred that would affect the information presented in 
the accompanying consolidated financial statements or require additional disclosure. 

ACCOUNTING STANDARDS ADOPTED IN 2020

Effective October 1, 2019, the Corporation adopted the FASB ASU 2014-09 Revenue from 
Contracts with Customers (Topic 606) and all subsequent ASUs that modified Topic 606. As 
the standard does not apply to revenue associated with receivables, financial instruments, or 
rental revenue, net interest income, gains and losses from investment securities and rental 
income are not impacted by the standard. There are no significant judgments relating to the 
amount and timing of revenue recognition for revenue streams within the scope of Topic 606. 
Due to the nature of the services provided, the Corporation does not incur costs to obtain 
contracts and there are no material incremental costs to fulfill these contracts that should be 
capitalized. Additionally, there are no material contract assets or receivables as the 
Corporation does not typically enter into long-term revenue contracts with its customers. The 
implementation of the new standard did not have a material impact on the Corporation’s 
consolidated financial statements. Measurement or recognition of revenue for any of the 
retained in-scope revenue streams and a cumulative effect adjustment to opening retained 
earnings was not necessary.
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NOTE 3 - CASH AND CASH EQUIVALENTS

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

2020 2019

Checking account deposits 1,661,540$      938,565$
Other interest-bearing deposits 11,142,179 9,183,750

12,803,719$  10,122,315$

NOTE 4 - CERTIFICATES OF DEPOSIT

Certificates of deposit by maturity and weighted average interest rate at September 30, 2020, 
are as follows: 

Weighted
Amount Average Rate

Due in 1 year or less 19,278,704$    2.08%
Due after 1 year through 3 years 6,500,000       2.13%

25,778,704$   2.09%

NOTE 5 - INVESTMENT SECURITIES

Investment securities have been classified according to management’s intent.  The amortized 
cost and fair value of investment securities, with gross unrealized gains and losses are as 
follows for securities available-for-sale at September 30, 2020: 

Gross Gross
Amortized Unrealized Unrealized Fair

Cost Gains Losses Value

U.S. government and government-
sponsored enterprise obligations 75,014,930$    25,614$           (145,871)$        74,894,673$    

Mortgage-backed securities 12,403,688      265,594           --                     12,669,282      
Municipal bonds 266,530           27,275             --                     293,805          

87,685,148$    318,483$         (145,871)$        87,857,760$   
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NOTE 5 - INVESTMENT SECURITIES (CONTINUED)

The amortized cost and fair value of investment securities, with gross unrealized gains and 
losses are as follows for securities available-for-sale at September 30, 2019: 

Gross Gross
Amortized Unrealized Unrealized Fair

Cost Gains Losses Value

U.S. government and government-
sponsored enterprise obligations 54,065,595$    79,756$           (40,280)$          54,105,071$

Corporate debt obligations 12,132,849      331,542           --                     12,464,391
Mortgage-backed securities 9,194,274        --                     (21,510)            9,172,764

75,392,718$    411,298$         (61,790)$          75,742,226$

The amortized cost and estimated fair value of investment securities available-for-sale as of 
September 30, 2020, by contractual maturity are shown below.  Expected maturities may 
differ from contractual maturities because the borrowers may have full or partial call rights. 

Amortized Fair
Cost Value

Due in less than one year 3,014,930$            3,017,469$            
Due after one year through five years 67,000,000            66,872,876            
Due after five years through ten years 5,266,530              5,298,133             

75,281,460            75,188,478            
Mortgage-backed securities 12,403,688            12,669,282           

87,685,148$          87,857,760$         

Available-for-sale

During the year ended September 30, 2020 proceeds from sales of securities available-for-
sale amounted to $16,426,140, with no gross realized losses and gross realized gains of 
$529,510. During the year ended September 30, 2019, proceeds from sales of securities 
available-for-sale amounted to $7,009,570, with gross realized losses of $11,362 and gross 
realized gains of $11,078.
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NOTE 5 - INVESTMENT SECURITIES (CONTINUED)

At September 30, 2020 and 2019, securities available-for-sale with an estimated fair value of 
$42,653,308 and $31,960,307, respectively, were pledged to secure the advances with the 
FHLB (Reference to Note 9).   

At September 30, 2020 and 2019, securities available-for-sale with an estimated fair value of 
$499,667 and $2,000,054, respectively, were pledged to secure a line of credit with another 
financial institution (Reference to Note 10).  

Information pertaining to investment securities available-for-sale with gross unrealized losses 
at September 30, 2020, aggregated by investment category and length of time that individual 
investment securities have been in a continuous loss position, follows: 

Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses
Available for sale securities:

U.S. government and government-
   sponsored enterprise obligations 20,854,129$ (145,871)$  --$                  --$                  20,854,129$ (145,871)$   

20,854,129$ (145,871)$  --$                  --$                  20,854,129$ (145,871)$   

Gross Gross Gross
Fair Unrealized Fair Unrealized Fair Unrealized

Value Losses Value Losses Value Losses
Available for sale securities:

U.S. government and government-
   sponsored enterprise obligations 12,989,916$ (9,012)$       3,968,732$    (31,268)$       16,958,648$ (40,280)$      
Mortgage-backed securities 9,172,764      (21,510)       --                     --                    9,172,764     (21,510)       

22,162,680$ (30,522)$     3,968,732$    (31,268)$       26,131,412$ (61,790)$     

September 30, 2020
Total

Total
September 30, 2019

Less Than 12 Months 12 Months or Greater

Less Than 12 Months 12 Months or Greater

As of September 30, 2020, seven debt securities had unrealized losses, all of which were U.S. 
government and government sponsored enterprise obligations. These seven debt securities 
had unrealized losses with aggregate depreciation of less than 1% from the Corporation’s 
amortized cost basis.  
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NOTE 5 - INVESTMENT SECURITIES (CONTINUED)

As of September 30, 2019, nine debt securities had unrealized losses, five of which were U.S 
government and government sponsored enterprise obligations and four of which were 
mortgage-backed securities issued by FNMA. These nine debt securities had unrealized 
losses with aggregate depreciation of less than 1% from the Corporation’s amortized cost 
basis. 

These unrealized losses on the Corporation’s debt securities are primarily a reflection of 
changing interest rates.  At September 30, 2020 and 2019, these securities are guaranteed by 
the U.S. government 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 nor is it likely 
that the Corporation will be required to sell the investments before recovery of their 
amortized cost basis, which may be maturity, the Corporation does not consider these 
investments to be other-than-temporarily impaired at either September 30, 2020 or 2019. 

NOTE 6 - REAL ESTATE HELD FOR INVESTMENT

The real estate held for investment is owned by MSIC Properties, LLC, a wholly-owned 
subsidiary of the Corporation and is summarized as follows at September 30, 2020 and 2019:  

2020 2019

Land 5,214,750$      5,214,750$
Building 15,768,476      15,768,476
Building Improvements 1,749,051        1,128,529
Furniture, fixtures and equipment 9,294               9,294
Construction in progress 1,486,262 165,356

24,227,833      22,286,405

Less: accumulated depreciation (1,504,534) (1,002,197)

22,723,299$  21,284,208$
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NOTE 6 - REAL ESTATE HELD FOR INVESTMENT (CONTINUED)

The balance sheet of MSIC Properties, LLC at September 30, 2020 and 2019 is as follows: 

2020 2019
Assets:

Cash and cash equivalents 1,894,100$      1,141,051$
Premises and equipment, net 22,723,299      21,284,208
Other assets 253,048 76,780

Total Assets 24,870,447$  22,502,039$

Liabilities:
Accounts payable and other liabilities 975,712$         95,100$
Unearned rent 32,838             29,696
Tenant security deposits 63,782             70,016
Capital reserve 78,799 103,499

Total Liabilities 1,151,131 298,311

Equity:
Paid in capital 21,100,160      20,450,160
Retained earnings 2,619,156 1,753,568

Total Equity 23,719,316 22,203,728

Total Liabilities and Equity 24,870,447$  22,502,039$
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NOTE 6 - REAL ESTATE HELD FOR INVESTMENT (CONTINUED)

A summary of the net income of MSIC Properties, LLC for the years ended September 30, 
2020 and 2019 is as follows: 

2020 2019

Rental income, including income from MSIC of  $175,766 
and $79,077, respectively, eliminated in consolidation 2,191,499$      2,024,371$

Interest and other income 126,958 9,291
2,318,457 2,033,662

Rental expenses
Depreciation expense 502,336           441,563
Property maintenance and other 374,637 348,160
Real estate taxes 328,107           339,498
Utilities 155,935 168,946
Management fees 91,852 89,684

1,452,867 1,387,851

Net Income 865,590$  645,811$

Future minimum rental income to be collected under all non-cancellable lease agreements to 
unaffiliated third parties, not including renewal options or reimbursed expenses at September 
30, 2020 is as follows: 

Years ending September 30:

2021 1,429,143$
2022 1,031,343
2023 571,959
2024 404,559
2025 347,235

Thereafter 268,789

4,053,029$
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NOTE 6 - REAL ESTATE HELD FOR INVESTMENT (CONTINUED)

As a condition of the regulatory approval by the Massachusetts Commissioner of Banks to 
form MSIC Properties, LLC, the Corporation was required to obtain a standby line of credit, 
secured by the Property, in an amount equal to approximately 50% of the purchase price of 
the Property to allow access to additional liquidity to the Corporation, if the need arises.  
MSIC and MSIC Properties, LLC obtained a line of credit, permitting borrowings of up to a 
lesser of $15,000,000 or a maximum loan-to-value of 75% with a maturity date of December 
20, 2022 at a rate of 30 day LIBOR plus 1.95%, floating.  The line of credit is collateralized 
by a first mortgage and assignment of leases and rents of the Property.  The line of credit has 
an interest rate of 2.11% as of September 30, 2020. There were no amounts outstanding on 
this line of credit at September 30, 2020 or 2019. In October 2020, the Corporation borrowed 
$4,500,000 on this line of credit to fund a building improvement project. 

NOTE 7 - PREMISES AND EQUIPMENT, NET

A summary of premises and equipment, net at September 30 is as follows: 

2020 2019

Furniture, fixtures and equipment 383,753$         317,489$
Software 146,816           144,067
Leasehold improvements 84,918             36,433
Construction in progress 16,250 48,777

631,737           546,766

Less: accumulated depreciation and amortization (431,644) (389,194)

200,093$  157,572$

NOTE 8 - LIQUIDITY RESERVE FUND DEPOSITS

At September 30, 2020, scheduled maturities of liquidity reserve fund deposits are as 
follows: 

One year or less 35,363,149$
After one year through three years 12,770,685

48,133,834$
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NOTE 8 - LIQUIDITY RESERVE FUND DEPOSITS (CONTINUED)

Interest rates paid on the liquidity reserve fund deposits range from .25% to 3.10% as of 
September 30, 2020.  Interest expense on the liquidity reserve fund deposits amounted to 
$869,615 and $791,377 for the years ended September 30, 2020 and 2019, respectively. 
Interest expense for the year ended September 30, 2019 included a special, one time, 50 basis 
point interest payment totaling $129,379. 

NOTE 9 - FEDERAL HOME LOAN BANK ADVANCES

At September 30, 2020, advances from the Federal Home Loan Bank of Boston ("FHLB") 
consist of advances amounting to $38,000,000 which mature at various dates through 
December 2024 with interest rates ranging from 0.67% to 3.35%.  Interest expense on the 
FHLB borrowings amounted to $827,209 and $633,135 for the years ended September 30, 
2020 and 2019, respectively. 

Principal maturities under these advances are as follows: 

Years ending September 30:
2021 8,000,000$
2022 9,000,000
2023 6,000,000
2024 1,000,000
2025 14,000,000

38,000,000$

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 held in custody by the FHLB, which consists of available-for-
sale securities and by owning a requisite amount of capital stock of the FHLB.  The 
Massachusetts Commissioner of Banks has authorized up to $100,000,000 in borrowing 
capacity with the FHLB through June 30, 2021.  Effective July 1, 2021, the authorized 
borrowing capacity shall not exceed $60,000,000. Any additional borrowings with the FHLB 
would require the Corporation to purchase additional FHLB stock above the amounts 
invested at September 30, 2020.     
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NOTE 10 - LINE OF CREDIT

The Corporation has entered into a $200,000 secured line of credit agreement with a financial 
institution. This line of credit incurs interest on outstanding balances at 1.27% as of 
September 30, 2020.  The line of credit is secured by an available-for-sale security held at 
this institution.

There were no amounts outstanding on this line of credit at September 30, 2020 or 2019. 

NOTE 11 - RETIREMENT PLANS

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 30% of the Corporation’s contribution, considered a Safe Harbor Non-Elective 
contribution.  The remaining 70% 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, 2020 
and 2019, expenses attributable to the plan amounted to $97,085 and $81,055, respectively. 

In addition, the Corporation has entered into a supplemental compensation agreement with a 
senior executive. This agreement provides for payments for specific periods upon retirement 
and is subject to certain limitations as set forth in the agreement. The expense applicable to 
this agreement, based upon the present value method of estimating future payments to be 
made, amounted to $200,000 and $115,000 for the years ended September 30, 2020 and 
2019, respectively. 

NOTE 12 - RELATED PARTY TRANSACTIONS

A majority of the Corporation’s directors are associated with member credit unions, some of 
which conduct transactions with the Corporation in the ordinary course of business. 

The Corporation holds an investment of $325,000 (13 share units at $25,000 each) in MSIC 
Partners, LLC (the "LLC"). The remaining Members of the LLC include twenty-six of the 
Corporation’s member credit unions. The Corporation is the largest unit holder of the LLC, 
holding approximately 33% of the total units issued as of September 30, 2020 and 2019.  
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NOTE 12 - RELATED PARTY TRANSACTIONS (CONTINUED)

The Corporation entered into a Management Services Agreement, effective September 1, 
2017, to provide the LLC with resources sufficient to cover the LLC’s initial start-up costs 
and operating expenses, until such time that the LLC becomes self-sustaining. The 
Corporation’s original obligation under this agreement was $300,000, which was fully paid 
during the year ended September 30, 2019. The Corporation continued to provide additional 
funds to the LLC after the Management Services Agreement obligation had been paid.  

During December 2019, the Corporation extended the Management Services Agreement 
through September 30, 2020. During the year ended September 30, 2020 and 2019, an 
additional $453,000 and $289,000, respectively, was expensed by the Corporation. As of 
September 30, 2020 and 2019, a payable to the LLC of $347,957 and $2,368, respectively, is 
included in Accounts Payable and Accrued Expenses on the Consolidated Balance Sheets. 

During both 2020 and 2019, MSIC Partners, LLC held deposits in the Corporation’s 
Liquidity Reserve Fund.  The balance of those deposits amounted to $206,569 and $202,350 
at September 30, 2020 and 2019, respectively. 

NOTE 13 - COMMITMENTS AND CONTINGENCIES

In the normal course of business, there are outstanding commitments and contingencies 
which are not reflected in the Corporation’s consolidated 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 extends through January 31, 
2030.

OPERATING LEASE COMMITMENTS

Effective October 1, 2018, the Corporation occupies office space in the commercial property 
owned by MSIC Properties, LLC. The Corporation paid rent to MSIC Properties, LLC 
amounting to $175,766 and $79,077 for the years ended September 30, 2020 and 2019, 
respectively, which is eliminated in consolidation. 

The Corporation leases office space pursuant to the terms of a non-cancelable lease 
agreement from an unaffiliated third party, which expires in November 2022, with an option 
to extend the lease for an additional three years. The Corporation is also responsible for 
common area charges under the lease.  
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NOTE 13 - COMMITMENTS AND CONTINGENCIES (CONTINUED)

OPERATING LEASE COMMITMENTS (CONTINUED)

The Corporation paid rent on the lease amounting to $31,846 for the year ended September 
30, 2020.

Future minimum rental commitment under the non-cancelable lease agreement from an 
unaffiliated third party, not including the renewal option is as follows: 

Years ending September 30:

2021 38,216$
2022 38,216
2023 6,369

82,800$

CONSTRUCTION CONTRACT

During July 2020, the Corporation began a garage renovation project on its investment 
property, which is expected to be completed by August 2021. The Corporation entered into 
two contracts to complete this project. As of September 30, 2020, the contracted amounts 
totaled $5,997,454 of which $1,327,807 was completed and capitalized as construction in 
progress.

NOTE 14 - DIRECTORS’ FEES

In accordance with the Corporation’s policy, directors receive compensation of $1,000 for 
attending each Board meeting in person and $500 for attending via conference call. In 
addition, directors receive compensation of $500 for attending a Board committee meetings 
in person and $250 for attending via conference call.  During the years ended September 30, 
2020 and 2019 compensation paid to directors totaled $120,000 for each year. 

NOTE 15 - CONCENTRATION

The Corporation is restricted by Massachusetts regulatory policy to provide excess deposit 
insurance to credit unions whose main offices are located within the Commonwealth of 
Massachusetts. 
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NOTE 16 - FAIR VALUE MEASUREMENTS

The Corporation uses a three level fair value hierarchy that prioritizes the inputs to valuation 
techniques used to measure fair value.  

The three levels of the hierarchy are:

Level 1  Valuation is based on quoted market prices in active markets for identical assets.   

Level 2  Valuation is based on observable inputs other than Level 1 prices, such as, quoted 
prices of similar assets, quoted prices in inactive markets or other significant 
observable market inputs. 

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.   

Fair values of financial instruments measured on a recurring basis at September 30 are as 
follows: 

Total Level 1 Level 2 Level 3
September 30, 2020

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

sponsored enterprise obligations 74,894,673$  --$                 74,894,673$  --$                 
Mortgage-backed securities 12,669,282    --                   12,669,282    --                   
Municipal bonds 293,805         --                   293,805         --                  

87,857,760$  --$                 87,857,760$  --$                

September 30, 2019

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

sponsored enterprise obligations 54,105,071$  --$                 54,105,071$  --$                 
Corporate debt obligations 12,464,391    --                   12,464,391    --                   
Mortgage-backed securities 9,172,764      --                   9,172,764      --                  

75,742,226$  --$                 75,742,226$  --$                

Fair Value Measurements Using:
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NOTE 16 - FAIR VALUE MEASUREMENTS (CONTINUED)

The Corporation obtains its fair value measurements of its securities available-for-sale from 
an independent, third-party pricing service and the measurements are not adjusted by 
management. The third-party pricing service utilizes 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, 2020 
and 2019. 

There were no transfers between Level 1, Level 2 and Level 3, during either of the years 
ended September 30, 2020 and 2019.  There were no assets or liabilities measured at fair 
value on a non-recurring basis at either September 30, 2020 and 2019.   
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In September 2020, MSIC Partners, LLC expressed 
our fondest farewell to Board Chairman Dan Waltz 
in accordance with his retirement as President and 
CEO of City of Boston Credit Union. We are grateful 
to Mr. Waltz for his insight and leadership in support 
of MSIC’s first CUSO during its initial few years. On 
behalf of the MSIC Partners Board of Managers 
and its investors, we congratulate Mr. Waltz on 
his impressive career, and wish him a wonderful 
retirement. 

Last year at this time, MSIC Partners commenced 
mortgage loan fulfillment services at our new 
Western Massachusetts office in Agawam. Our initial 
client partner, Holyoke Credit Union, outsourced 
its mortgage processing, underwriting and closing 
functions to the CUSO in January of 2020. During 
the first quarter of 2020, we recruited, trained and 
licensed our own personnel to work with Holyoke 
Credit Union to transfer its mortgage functions and 
origination system to MSIC Partners. Much has 
happened at the CUSO since that time.

As we built our operations to accommodate multiple 
credit unions, MSIC Partners implemented a 
business development strategy to attract additional 
credit unions to use our mortgage services.  The 
pandemic impacted local and national economic 
conditions in many ways and included multiple 
record lows for mortgage interest rates.  This 
unprecedented mortgage rate environment 
created strong refinance and purchase mortgage 
loan demand which challenged the capacity of 
many credit unions and our new operations.  As 
credit unions were reaching out to us for additional 

resources, we quickly built a larger mortgage team 
and created multi lender system functionality so 
that we could provide mortgage services to several 
credit unions.  

Growing demand created an immediate shortage 
of experienced professionals, and many credit 
unions lost talent to other lenders in what has 
become a very competitive marketplace. MSIC 
Partners has been an exception to this trend as we 
have increased our staffing to accommodate the 
surge. The MSIC Partners team includes qualified 
mortgage processors, underwriters, closers and 
mortgage support staff who help credit unions 
close loans. At the time of this writing, we have 
fulfilled, underwritten or closed more than three 
hundred mortgage loans for several Massachusetts 
credit unions. Our current mortgage pipeline totals 
more than two hundred mortgage loan applications 
and we expect our fulfillment in December to 
have approached or exceeded seventy loans.  
Revenue produced by mortgage activities totaled 
approximately $386,000 for the fiscal year ended 
September 30, 2020. Mortgage fulfillment revenue 
continues to grow as our scale and capabilities 
expand.  We expect continued revenue growth 
during fiscal year 2021.

John R. Caulfield, 
President 

Ralph P. Moore, 
Chairman of the Board

MSIC Partners
Letter to Investors

""We expect 
continued 
revenue 
growth 
during fiscal 
year 2021.
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MSIC Partners is not creating a mortgage brand to 
compete with credit unions. Our mortgage services 
business model is to support credit unions with 
their mortgage lending activities. Credit unions 
remain their members’ primary point of contact 
while MSIC Partners works in the background to 
efficiently bring mortgage loans to closing. Existing 
mortgage lenders can benefit from the scale that 
we have built.  Credit unions without mortgage 
lending expertise can introduce mortgage loans to 
their membership without establishing additional 
fixed costs. MSIC Partners has customized a leading 
mortgage origination system to a multi-lending 
platform which creates a streamlined and paperless 
process for the loan applicant, the credit union and 
the CUSO. Credit unions gain access to the leading 
mortgage loan origination system without having to 
license it directly. MSIC Partners can help a credit 
union move fixed operational costs to a more 
variable cost business model.

Two credit unions with strong levels of mortgage 
originations chose to outsource their disclosing, 
processing, underwriting and closing functions 
to MSIC Partners during fiscal year 2020. An 
additional four credit unions used MSIC Partners 
during the year for “a la carte” services including 
underwriting and preparing closing disclosures and 
closing packages. Several additional credit unions 
have signed agreements with the CUSO and will be 
on-boarded for mortgage services. 

We anticipate beginning our second phase of 
mortgage services very shortly as we introduce 
mortgage loan origination services to credit unions. 
We plan to originate mortgage loans for credit 
unions with no mortgage lending capabilities. We 
also plan to establish mortgage correspondent 
relationships which will bring government and 
other mortgage loan products to credit unions 
using our lending platform. These new services will 
help credit unions serve the mortgage needs of 
those members unable to qualify for conventional 
mortgage products. Mortgage originations will 
expand the value we can bring to credit unions.

Our operations during the year continued to be 
supported by contributions from MSIC and we are 

grateful for the continued assistance. Our total 
revenue grew from $20,000 in fiscal 2019 to more 
than $400,000 in fiscal 2020, and demand for our 
services will drive revenue even higher in fiscal 
2021. Increasing mortgage fulfillment volumes and 
our planned addition of origination services will 
drive this revenue growth. 

We will work towards demonstrating the value we 
can bring to our investors for mortgage and other 
services in fiscal 2021. The last several months 
have been unprecedented in terms of impact to 
individuals and credit unions and show the value of 
collaboration with other credit unions. As we grow, 
we will continue to strive to become a source for 
mortgage expertise and information. We hope to 
help as many credit unions as possible in 2021 and 
look forward to the opportunities we can share in 
this unique collaboration.

Thank you for your continued support,

Ralph P. Moore 
Chairman of the Board of Managers 

John R. Caulfield 
President
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MSIC Partners,LLC
Financial Reports

MSIC PARTNERS, LLC 

BALANCE SHEETS

SEPTEMBER 30, 2020 AND 2019 

The accompanying notes are an integral part of these financial statements. 
3 

Assets 2020 2019

Cash 296,939$      119,023$
Certificates of deposit 206,569 898,350
Accounts receivable, net 142,743 --
Due from MSIC 377,427 1,833
Premises and equipment, net 85,229 --
Other assets 12,675 1,394

Total Assets 1,121,582$  1,020,600$

Liabilities and Equity

Liabilities
Accounts payable and accrued expenses 131,582$      600$
Due to disassociated Member 15,000 20,000

Total Liabilities 146,582 20,600

Equity 
Member capital shares 975,000 1,000,000

Total Equity 975,000 1,000,000

Total Liabilities and Equity 1,121,582$  1,020,600$
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MSIC PARTNERS, LLC 

 STATEMENTS OF INCOME 

FOR THE YEARS ENDED SEPTEMBER 30, 2020 AND 2019 
 

The accompanying notes are an integral part of these financial statements. 
4 

2020 2019
Revenue

Mortgage fulfillment services and origination fees 386,052$      --$
Insurance comissions 4,611            --
Interest income 13,773 20,029

Total Revenue 404,436 20,029

Expenses
Salaries and benefits 652,076 192,957
Underwriting and processing 93,801          --
Office expense 78,161 5,373
Professional fees 37,124 146,784
Filing, licensing and application fees 9,181            4,462
Credit bureau reports 8,623            --
Other general and administrative 8,316 10,132
Expense reimbursement from MSIC (482,846) (339,679)

Total Expenses 404,436 20,029

Net Income --$  --$
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STATEMENTS OF EQUITY 

FOR THE YEARS ENDED SEPTEMBER 30, 2020 AND 2019 

The accompanying notes are an integral part of these financial statements. 
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Balance, September 30, 2018 775,000$

Net Income --
Member capital contributions 250,000
Less Member withdrawal from LLC (25,000)

Balance, September 30, 2019 1,000,000

Net Income --
Less Member withdrawal from LLC (25,000)

Balance, September 30, 2020 975,000$
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Massachusetts Credit Union Share Insurance Corporation (MSIC) was chartered 
by a special Act of the Massachusetts Legislature in 1961. MSIC was the first 
insurance company in the nation to provide deposit insurance protection to the 
members of credit unions. It is operated by a Board of Directors elected by and 
from the member credit unions it insures. Today, MSIC provides excess deposit 
insurance to its member credit unions. MSIC member credit unions thereby 
provide full deposit insurance to their members.

In addition to providing excess deposit insurance, the Corporation makes 
available a number of important services to strengthen its member credit unions 
and the industry.

Throughout its history, MSIC has played a critical role in ensuring the stability of 
the credit union industry in Massachusetts. Over the years, the corporation has 
wound up the affairs of liquidating credit unions (both voluntary and involuntary), 
temporarily managed and rehabilitated credit unions still independent today, 
assisted in the merger of failing credit unions into healthy credit unions, and 
provided capital assistance to several healthy but capital deficient credit unions, 
which allowed them to remain independent and obtain federal primary deposit 
insurance. No member of a credit union insured by MSIC has ever lost any of 
their savings or been denied access to their funds.  

Massachusetts Credit Union Share Insurance Corporation
233 Needham Street | Suite 510 | Newton | Massachusetts | 02464 

800.622.4015 | 617.758.0540 | www.msic.org




