
ANNUAL BUSINESS 

CREDIT UNION
DEPOSIT GUARANTEE CORPORATION

2015
REPORT

Protecting Credit Union
Member Deposits for Over 30 Years





Credit Union Deposit Guarantee Corporation Annual Business Report 2015 i

TABLE OF CONTENTS

Chairperson’s Report ........................................................................................................1

Public Body Overview ......................................................................................................2

Vision .............................................................................................................................2

Mission ...........................................................................................................................2

Mandate ..........................................................................................................................2

Lines of Business ...........................................................................................................2

Highlights and Accomplishments .....................................................................................5

Financial .........................................................................................................................5

Operational .....................................................................................................................5

Business Issues..................................................................................................................6

Business Issue 1: Awareness ..........................................................................................6

Business Issue 2: Enterprise Risk Management (ERM) ................................................7

Opportunities and Challenges Ahead ................................................................................9

Appendix A - Mandate ....................................................................................................10

Appendix B - Director Profiles ....................................................................................... 11

Appendix C - Audited Financial Statements ...................................................................14



On behalf of the Board of Directors of the Credit Union Deposit Guarantee Corporation 
(the Corporation) I am pleased to report on the results of the Business Plan of the 
Corporation for the calendar year ended 2015.

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

The Board of the Corporation attended nine meetings during 2015:  four regular 
meetings, four meetings with boards of credit unions, and a meeting with credit union 
board chairs.  Individual directors of the Corporation also attended six annual general 
meetings of credit unions.

The Corporation continued to support the professional development of its directors.  
During the year, several directors of the Corporation attended a national meeting of the 
Credit Union Prudential Supervisors Association (CUPSA), the Atlantic Credit Union 
Prudential Supervisors Association, the International Credit Union Regulators Network, 
the Newfoundland and Labrador Credit Union Directors Conference and the World 
Credit Union Conference. 

The Board of the Corporation acknowledges it is accountable for the actual results 
reported.  This report provides an overview of the Corporation and results achieved for 
2015.

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

On behalf of the Board of Directors,

JULIAN MCCARTHY
Chair
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PUBLIC BODY OVERVIEW

Vision
Newfoundland and Labradorians have access to a credit union system that is strong, 
stable and successful.

Mission
By December 31, 2016, the Credit Union Deposit Guarantee Corporation will have 
improved the awareness of credit unions, directors, employees and the general public of 
its legislative responsibilities and the superior deposit protection it offers in support of 
increased confidence in the credit union system and member growth.

Mandate
The mandate of the Credit Union Deposit Guarantee Corporation is outlined in 
Section 134 of the Credit Union Act, 2009 as contained in Appendix A.  Its mandate 
is to protect the qualifying investments of all credit union members.  The Corporation 
facilitates the financial stability of the credit union system by requiring credit unions to 
comply with legislation and exercise sound business practices.

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

Regulation of Credit Unions
The Corporation regulates credit unions through its examination, monitoring and 
enforcement activities.

Examination
Every two years, or more often if required, the Corporation examines credit unions for 
compliance with legislation and sound business practices.

Monitoring
Monthly, quarterly and annually, the Corporation receives financial statements and 
other regulatory reports from credit unions which are reviewed and, if required, 
remedial action is taken. The Corporation also performs monthly desk audits using 
an inquiry program accessing the credit unions on-line data base which identifies any 
potential high risk transactions which are investigated.  Annually the Corporation 
also reviews independent audited statements of credit unions prepared by accountants 
licensed under Chartered Professional Accountants and Public Accountants Act.
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PUBLIC BODY OVERVIEW (CONTINUED...)

Enforcement
Credit Unions who remain non-compliant will be assessed fines and penalties pursuant 
to legislation and/or will be placed under supervision by the Corporation.

Deposit Insurance
The Corporation provides deposit insurance on deposits of credit union members equal 
to a maximum $250,000 per insured deposit. There are six insured deposits, including:
• Basic deposits
• Joint deposits
• Registered Retirement Savings Plans (RRSP’S)
• Registered Retirement Income Funds (RRIF’S)
• Tax Free Savings Accounts (TFSA’S)
• Trust accounts

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

Supervision
Credit Unions experiencing on-going difficulties are placed under supervision. The 
degree of supervision depends on the severity of the problem. The supervision process 
could involve requiring a credit union to prepare a plan to address the problem creating 
the difficulty and monitoring for compliance, replacing the Board of Directors, merging 
the credit union with another credit union or eventually winding up a credit union.

Training
Under legislation, the Corporation may prescribe the minimum level of training for a 
director or officer of a credit union. During the past number of years the Corporation 
has been encouraging training of directors in good corporate governance practices by 
financially supporting director training.

Risk Management
The Corporation administers six insurance policies on behalf of the credit union system. 
The six policies are Bonding, Directors Liability and Corporate Reimbursement, 
Corporate Errors and Omissions, Employment Practices Liability, Privacy Liability 
and On-line Banking. The Corporation also serves as the provincial representative on a 
National Risk Management Committee.



Credit Union Deposit Guarantee Corporation Annual Business Report 2015 4

PUBLIC BODY OVERVIEW (CONTINUED...)

Under the risk management program, all employees and directors of credit unions are 
required to complete and file a fidelity bond application. For each employee a criminal 
record check is completed (CPIC) and a credit bureau. A bonding application may 
be conditional if the applicant’s credit bureau shows abnormal financial stress. This 
program is administered by the Corporation. In addition, the Corporation co-ordinates 
and files credit union loss claims and facilitates training for credit union employees in 
good risk management practices in areas covered by the policies. This training includes 
such areas as cash custody control procedures, debit card fraud, identity theft, credit 
card fraud, employee dishonesty, robbery prevention, phishing, skimming, cheque 
fraud, cyber risks, wire transfer fraud, money laundering and privacy legislation 
requirements.

The Corporation has seven employees, six situated in Marystown and one in Mount 
Pearl (four male and three female).  The Board has six directors (five male and one 
female) with three directors selected from Credit Union System nominees (Appendix 
B).  The Chief Executive Officer is also the Superintendent of Credit Unions and 
Secretary/Treasurer of the Board.

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

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

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

The Credit Union Deposit Guarantee Corporation continued to perform well in 2015.

Financial:
The Corporation’s reported net income was $1,055,126 in 2015 as compared to 
$671,876 in 2014. The increase in 2015 net income is primarily a result of the 
following:
•  There was a payout of $300,000 in credit union assistance in 2014 which did not 

occur in 2015.
•  Assessments increased due to an increase in insurable deposits
•  Interest income increased due to a more favorable interest rate
•  Salaries expense increased as a result of  a 3% raise, increased pension costs and a full 

year’s salary expensed as a result of filling a vacant position in late 2014.

The Deposit Guarantee Fund Balance at the end of 2015 was $7,764,825 as compared 
to $6,709,700 at the end of 2014. The Corporation reported assets of $8,035,621 in 
2015 compared to $7,255,515 in 2014.

The audited financial statements of the Corporation are contained in pages 14 to 27 of 
this report.

Operational:
In accordance with its legislative mandate, the Corporation continued to monitor and 
examine credit unions in 2015 and continued its supervision of one credit union.  

The Corporation completed five (5) examinations of credit unions in 2015 covering 
nine (9) branches.  There were no deficiencies or non-compliance issues identified that 
posed significant risk to these credit unions.

The Corporation continued its focus on good governance and risk management 
practices.  The Corporation continued its sponsorship of credit union directors training 
by covering 50% of the cost of training taken by credit union directors amounting to 
$6,306.  

The Corporation is Master Policy Holder for six insurance policies.  In 2015 there were 
a total of twelve (12) claims filed, nine (9) On-Line Banking claims totaling $33,560 
of which seven (7) were paid out for a total of $22,055 returned to credit unions, one 
(1) was cancelled as the funds had been recovered and one (1) was paid out for $1,100 
however the funds were later recovered and paid back to the Insurer.  There were two 
(2) claims for Plastic Card Fraud and one (1) claim for a fraudulent cheque. However 
all three claims were declined as the amount was under the deductible of $5,000.  After 
insurance deductibles, the net amount of claims paid out to credit unions was $22,055 
in 2015.
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HIGHLIGHTS AND ACCOMPLISHMENTS

BUSINESS ISSUES

The following section presents the business issues fulfilling the requirements outlined in 
the Transparency and Accountability Act which designates the Corporation a Category 2 
entity, to report to the people of Newfoundland and Labrador on progress in the areas of 
awareness and enterprise risk management during 2015.

Business Issue 1: Awareness
The Credit Union Deposit Guarantee Corporation believes that continuing awareness of 
the deposit insurance program will not only support member growth in the credit union 
system but will enhance the long term viability of the System.

Goal
Three Year Business Goal:
By December 31, 2016, the Credit Union Deposit Guarantee Corporation will have 
developed new materials for promotion of deposit insurance, strategically advertised the 
deposit insurance program using print media, and completed an awareness survey and 
an effectiveness report.

Objective for the year 2015:
By December 31, 2015, the Credit Union Deposit Guarantee Corporation will have 
distributed new deposit insurance promotional material to credit unions and advertised 
deposit insurance using print media.

Measure:
Distributed new deposit insurance promotional material to credit unions and advertised 
deposit insurance using print media.

The Corporation processed 53 bonding applications (51 staff and 2 directors) in 
2015.  Forty-three (43) were approved unconditionally and nine (9) were conditionally 
approve and one (1) is pending receipt of additional information.  

The Corporation’s staff participated in international, national, regional and provincial 
meetings during the year.  The Corporation staff participated on the National Risk 
Management Committee, Credit Union Prudential Supervisors Association, the Atlantic 
Credit Union Prudential Supervisors Association, and the International Credit Union 
Regulators Network.  

The Credit Union Examiner attended an update by the Financial Transactions and 
Reports Analysis Centre of Canada (FINTRAC) on money laundering and financing 
terrorist activities.  Also all staff participated in a two hour session on privacy in the 
workplace.
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BUSINESS ISSUES (CONTINUED...)

Indicators:
•  New deposit insurance promotional brochures, posters and decals distributed to all 

credit unions
•  Deposit Insurance advertised in a provincial newspaper

Results achieved:
For Business Plan 2014-2016, the Credit Union Deposit Guarantee Corporation decided 
to continue its concentration on awareness of the deposit insurance guarantee and 
the role of the Credit Union Deposit Guarantee Corporation.  In 2014, new deposit 
insurance brochures and other promotion materials were developed and printed.

In 2015, the new promotional materials which included brochures, posters and decals 
were forwarded to all credit union branches to assist them in ensuring members and 
would be members understood the deposit insurance being provided. In January and 
October 2015, during RRSP season and Co-op week respectfully, advertisements 
were placed in the provincial newspaper promoting the guarantee.  During the Annual 
General Meetings of members of credit unions, representatives of CUDGC addressed 
members present providing information on the guarantee and CUDGCs role as 
regulator.

Objective for the year 2016:
By December 31, 2016, the Credit Union Deposit Guarantee Corporation will have 
advertised deposit insurance using print media, completed an awareness survey and an 
effectiveness report.

Measure:
Advertised deposit insurance using print media, completed an awareness survey, and 
completed an effectiveness report.

Indicators:
•  Deposit insurance using print media advertised
•  Awareness survey completed
•  Effectiveness report completed

Business Issue 2: Enterprise Risk Management (ERM)
The Credit Union Deposit Guarantee Corporation believes that it is important that 
it engage in an Enterprise Risk Management process to ensure both current and 
future risks which may impact the operation of the Credit Union Deposit Guarantee 
Corporation now and into the future are fully understood.
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BUSINESS ISSUES (CONTINUED...)

Goal
Three Year Business Goal:
By December 31, 2016, the Credit Union Deposit Guarantee Corporation will have 
completed an Enterprise Risk Management process.

Objective for the year 2015:
By December 31, 2015, the Credit Union Deposit Guarantee Corporation will have 
identified the key risks and impacts, identified priority risks and completed gap analysis.

Measure:
Identified risks and impacts, identified priority risks, and completed gap analysis.

Indicators:
•  Key risks and Impacts identified
•  Priority risks identified
•  Gap analysis completed

Results achieved:
Commencing in 2014, the Corporation decided to develop an enterprise risk 
management framework to ensure existing and potential material risks that could impact 
the Corporation were identified, managed and mitigated.  

As part of this process in 2015, the Board of the Credit Union Deposit Guarantee 
Corporation identified the key risks and their key impacts, prioritized the key issues 
and completed a gap analysis. During this review the Board reviewed the risk areas it 
had identified namely; Financial, Human Resources, Governance, Supervision, Legal 
& Regulatory and Operational. Under these six risk areas the Board assessed twenty 
eight individual risks. The Board concluded that there were three priority risks namely 
fund size, liquidity and succession planning. Based on a gap analysis CUDGC needs to 
develop and implement a mitigation strategy with respect to succession planning. There 
is currently a plan in place addressing the fund size and credit unions are compliant with 
current liquidity regulatory requirements.

The final phase which includes the development and implementation of mitigation 
strategies will be carried out in 2016.

Objective for the year 2016:
By December 31, 2016, the Credit Union Deposit Guarantee Corporation will have 
developed and implemented mitigation strategies.

Measure:
Mitigation strategies developed and implemented.

Indicators:
•  Mitigation strategies developed
• Mitigation strategies implemented
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OPPORTUNITIES AND CHALLENGES AHEAD

The Board of the Credit Union Deposit Guarantee Corporation reviewed the 
opportunities and challenges and decided that they were still relevant and therefore 
remain unchanged from 2014.

Opportunities
1.  To help foster continued development of credit union directors, management and 

staff by supporting training initiatives.

2.  To maintain and enhance communication with credit union directors by attending 
annual general meetings, board on board meetings and attending provincial and 
regional credit union system meetings.

3.  To support the growth of the credit union movement by the Corporation enhancing 
member and public awareness of the deposit guarantee and the services provided by 
the Credit Union Deposit Guarantee Corporation.

Challenges
1.  To ensure timely remedial action is taken to address issues so that the guarantee fund 

will not be negatively impacted.
  
2.  To assist provincial credit unions in mitigating any possible negative impacts 

resulting from proposed changes to Federal legislation with respect to withdrawal 
of supervisory oversight of credit union centrals and changes to Federal credit union 
legislation.

3.  To ensure the Corporation’s staff and directors undertake educational opportunities to 
enable the corporation to satisfactorily respond to new issues that may result from the 
rapid changes taking place in the financial industry.
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APPENDIX A - MANDATE

Legislated Mandate (Source: Credit Union Act, 2009 Chapter C-37.2)
 
134. The duties of the guarantee corporation are
   a)  to provide, for the benefit of persons having deposits with credit unions in 

the province, deposit insurance against loss of part or all of those deposits 
by making payments to the depositors to the extent and in the manner 
authorized by this Act;

   b)  in those circumstances that the guarantee corporation considers appropriate, 
to provide assistance to credit unions for the purpose of stabilization or for 
the orderly liquidation of a credit union;

   c)  to protect deposits in credit unions against impairment arising from financial 
losses and insolvency by

     (i)   promoting the development and implementation of sound business 
practices and sound financial policies and procedures by credit unions, 
and

     (ii)  establishing and implementing loss prevention programs and other 
controls;

   d) to act as supervisor of a credit union; and
   e)  to do those other things that may be required or authorized by this Act or the 

regulations.
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APPENDIX B - DIRECTOR PROFILES

Clayton Handrigan is a retired educator, having spent 30 years 
as a teacher, guidance counselor, and an administrator.  He 
holds a Bachelor of Arts (Education) degree and a Bachelor 
of Arts degree from Memorial University and a Master of 
Education degree from the University of Toronto.  He served 
on the Board of Directors of the Newfoundland and Labrador 
Credit Union for 12 years, three of which he was the President 
and Chair of the Board.  Mr. Handrigan is a Credit Union 
System nominee and has served as a member of the Credit 
Union Deposit Guarantee Corporation Board for seven (7) 
years.  His current term will expire March 21, 2016.

William Langthorne is the Chief Executive Officer of the 
Credit Union Deposit Guarantee Corporation, Superintendent 
of Credit Unions, and Secretary Treasurer of the Board.  
Mr. Langthorne has been employed with the Credit Union 
Deposit Guarantee Corporation since 1988. Mr. Langthorne 
is a Certified General Accountant and has a Bachelor of Arts 
Degree with a major in Economics and a minor in Business.

Maureen McCarthy is Director of Pensions, Department of 
Finance, Government of Newfoundland and Labrador.  Ms. 
McCarthy is a Certified Management Accountant and has 
a Bachelor of Commerce (Honors) degree from Memorial 
University.  Ms. McCarthy has been on the Board of the 
Credit Union Deposit Guarantee Corporation since 2000 as a 
Government Appointment.

Julian McCarthy
Chair

Clayton Handrigan
Vice-Chair

William Langthorne
CEO/Superintendent 
of Credit Unions
Secretary Treasurer

Maureen McCarthy

Julian McCarthy Is the Assistant Deputy of Consumer and 
Commercial Affairs, Department of Service NL, Government 
of Newfoundland and Labrador. He has held this position 
and has been Chair of the Board for the Credit Union Deposit 
Guarantee Corporation since April of 2011. Mr. McCarthy 
has been employed with the provincial government for 28 
years and has a Bachelor of Commerce (honors) degree from 
Memorial University.
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APPENDIX B - DIRECTOR PROFILES

Brendan Doyle is a retired educator, with tenure as a teacher, 
department head, guidance counsellor, administrator, program 
specialist, and President of Newfoundland and Labrador 
Teachers’ Association. He holds a Bachelor of Arts degree 
from St. Francis Xavier University, a Bachelor of Education 
and Master of Education in Administration degrees from 
Memorial University of Newfoundland, and a Master of 
Education in Guidance and Counselling from the University 
of New Brunswick. Brendan served ten years on the Board of 
Directors of Codroy Valley/Leading Edge Credit Union, and 
is in his first year as a Credit Union System nominee on the 
Board of the Credit Union Deposit Guarantee Corporation. 
His current term will expire on March 5, 2017.

Ray Andrews is a consultant dealing with fisheries policy 
and planning.  He graduated with a Bachelor of Science 
(Biology) in 1970 from Memorial University.  Mr. Andrews 
was Deputy Minister of Fisheries, a Director of the Canadian 
Saltfish Corporation, Vice-Chair of the Fisheries Loan Board, 
a member of the Northern Cod Task Force, director of the 
Marine Institute Board of Governors and Chairperson of 
the Newfoundland and Labrador Fisheries Development 
Corporation.  Mr. Andrews has been on the Board of the 
Credit Union Deposit Guarantee Corporation for six (6) years.  
His current term will expire on March 5, 2018.

Brendan Doyle

Ray Andrews
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CREDIT UNION DEPOSIT GUARANTEE CORPORATION

Financial Statements of

Year Ended December 31, 2015

APPENDIX C - AUDITED FINANCIAL STATEMENTS
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AUDITOR’S REPORT
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Director

Director

BALANCE SHEET

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