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MANAGEMENT’S RESPONSIBILITY
FOR FINANCIAL INFORMATION

Management is responsible for the preparation, presentation

and consistency of the summarized financial statements and the
complete consolidated financial statements of Northern Credit
Union Limited and all the information in this Annual Report. The
complete consolidated financial statements have been prepared

by management in accordance with Canadian generally accepted
accounting principles. Management has prepared the financial
information contained elsewhere in the Annual Report and has
ensured that it is consistent with the complete consolidated financial
statements. Management maintains the necessary system of internal
controls to provide reasonable assurance that transactions are

authorized, assets safeguarded, and proper records maintained.

This system of internal controls provides reasonable assurance
that financial records are reliable and are a proper basis for

preparation of the financial statements.

The Audit Committee, in carrying out their responsibility, have
reviewed and approved the complete consolidated financial
statements. KPMG LLP, the independent external auditors
appointed by the members of the Credit Union, have examined
the complete consolidated financial statements in accordance

with Canadian generally accepted auditing standards.
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2010 2009
Assets
Cash $ 30,063,394 s 25,759,857
Loans to members 532,313,187 528,793,673
Investments 78,085,902 52,636,637
Other assets 2,817,277 2,783,437
Future income taxes 778,000 1,200,000
Property and equipment 17,024,278 12,245,974
$ 661,082,038 $ 623,419,578
Liabilities and Members’ Equity
Members’ deposits $ 612,636,566 $ 566,881,567
Liabilities to non-members:
Accounts payable and
accrued liabilities 4,590,967 5,204,463
Short-term borrowings
with Central | Credit Union - 10,000,000
Liabilities qualifying
for regulatory capital:
Share capital 9,929,156 9,877,477
Members’ equity:
Contributed surplus 8,243,485 8,243,485
Retained earnings 25,463,278 23,129,165
Accumulated other
comprehensive earnings 218,586 83,421
$ 33925349 $ 31,456,07I
$ 661,082,038 $ 623,419,578

2010 2009
Revenue:
Interest
- residential
mortgage loans $ 18,027,288 $ 18,329,670
- personal loans 5,943,009 6,474,490
- commercial loans 5,574,621 5,242,275
Investment income 1,312,409 1,635,843
30,857,327 31,682,278
Cost of financing:
Interest
- demand deposits 668,503 727,974
- term deposits 4,275,396 5,628,634
- registered savings plans 3,274,030 4,305,667
Distribution to members 233,638 212,617
Interest on external borrowings 54,765 203,866
8,506,332 11,078,758
Net interest income 22,350,995 20,603,520
Provision for impaired loans 1,843,089 1,013,256
Net interest income after
provision for impaired loans 20,507,906 19,590,264
Non-interest revenue 8,630,414 8,818,583
29,138,320 28,408,847
Operating expenses:
Salaries, wages and benefits 13,409,479 12,896,443
Board, delegate and committee 468,372 350,166
Data processing and clearing 1,474,079 1,466,038
General and administration 6,578,822 6,920,276
Insurance 932,646 707,537
Occupancy 1,880,167 1,822,842
Amortization 1,255,440 1,260,847
25,999,005 25,424,149
Operating income 3,139,315 2,984,698
Unrealized gains (losses):
Unrealized gain (loss)
on interest rate swaps 63,329 (411,742)
Earnings before income taxes 3,202,644 2,572,956
Income taxes:
Current 446,531 1,011,735
Future 422,000 (400,000)
868,531 611,735
Net earnings $ 2,334,113 S 1,961,221

Note: Complete financial statements are available at your local branch or online
at www.northerncu.com

REPORT OF THE AUDIT COMMITTEE

Northern Credit Union Limited’s Audit Committee is a committee
of the Board of Directors pursuant to Section 125 of the Credit
Unions and Caisses Populaires Act, 1994 and Section 27 of Ontario
Regulation 237/09. The committee, which consists of four directors,
has adopted a mandate that covers all of the duties which are
specified to be performed by audit committees in the Regulations
to the Act.

The Audit Committee is pleased to report to the members of the
Credit Union that it is functioning pursuant to the requirements
of the Act and that it has fulfilled its annual mandate. The Audit
Committee held six meetings during the year and completed the

following significant activities:

- Served as the principal communication link between the external
auditors and the Board of Directors and, in particular, reviewed
the terms of engagement and scope of the audit, and reviewed
the Credit Union’s annual financial statements prior to Board

approval for issuance to the members.

Obtained a reasonable understanding of the important elements
of internal controls that are important to safequarding the assets
of the Credit Union, ensuring the accuracy of financial reports,

and ensuring compliance with policies and procedures.

Served as the Board’s liaison with the internal auditor and

reviewed the internal audit mandate, work plan, and reports.

Reviewed the policies, procedures and controls which relate to
legislative compliance, with a particular focus on requirements

for liquidity, capital adequacy and interest rate risk management.

Based on its findings, the Audit Committee issues reports and
makes recommendations to the Board of Directors or senior
management, as appropriate, with respect to the matters outlined
above and follows up to ensure that the recommendations are

considered and implemented.

The committee received full co-operation and support from
management to enable it to play an effective role in improving
the quality of financial reporting to the members and enhancing

the overall control structure of the Credit Union.

There are no significant recommendations made by the Audit
Committee that have not been either implemented or are in the
process of being implemented. In addition, there are no matters
which the Audit Committee believes should be reported to the
members, nor are there any further matters which are required

to be disclosed pursuant to the Act or the Regulations thereto.

Respectfully submitted by the Audit Committee,

David Porter, Chair of the Audit Committee
Committee Members: John Mangone, Mike Walz, and Ed Robb



