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Neal, Pallett & Townsend LLP
CHARTERED ACCOUNTANTS

AUDITORS' REPORT

To the Members of 3M Employees' (London) Credit Union Ltd.

We have audited the balance sheet of 3M Employees' (London) Credit Union Ltd. as at December 31,
2008 and the statements of income, members' equity accounts and cash flows for the year then ended.
These financial statements are the responsibility of the company's management. Our responsibility is to

express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing standards. ‘Those
standards require that we plan and perform an audit to obtain reasonable assurance whether the financial
statements are (ree of material misstatement.  An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the

overall financial statement presentation.

In our opinion, these financial stalements present fairly, in all material respects, the financial position of
the company as at December 31, 2008 and the results of its operations and its cash flows for the year then

ended in accordance with Canadian generally accepted accounting principles.

M,WJ‘JWLLF

London, Canada Neal, Pallett & Townsend LLP
January 25, 2009 Chartered Accountants
Licensed Public Accountants

Accountable to you

633 Colborne Street, Suite 300, London Ontario N6B 2V3. T:519-432-5534. F:519-432-6544 www.nptca.com

PKFNorth American N




3M EMPLOYEES' (LONDON) CREDIT UNION LTD.
Balance Sheet

December 31, 2008

2008 2007
Assets
Cash $ 749,531 § 485,333
Investments (Note 4) 1,556,623 1,693,042
Prepaid expenses 6,842 7,158
Income taxes recoverable - 5,547
Accrued interest receivable 9,180 9,777
Loans to members (Note 5) 966,507 1,101,315
Allowance for impaired loans (Note 6) (11,264) (12,000)
Property, plant and cquipment (Note 7) 890 6,515

$ 3,278,309 § 3,296,687

Liabilities and Members' Equity

Accounts payable and accrued liabilities $ 4373 % 4,499

Income taxcs payable 4,468 -
Distributions payable to members (Note 14) - 69,427
Members' deposits (Note 8) 3,040,178 3,011,299
3,049,019 3,085,225

Liabilitics qualifying as regulatory capital
Members' capital accounts (Note 9) 36,650 39,200
Members' equity

General reserve 114,986 114,986
Undivided carnings 77,654 57,276
192,640 172,262

$ 3278309 $ 3,296,687

ON BEHALF OF THE BOARD

Director

Director

Sece accompanying notes to the financial statements.
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3M EMPLOYEES' (LONDON) CREDIT UNION LTD.
Statement of Members' Equity Accounts

December 31, 2008
2008 2007
General Reserve
Balance, beginning of the year $ 114,986 $ 114,986
Balance, end of the year $ 114986 $ 114,986
Undivided carnings
Balance - beginning of the ycar $ 57,276 % 57,276
Net income for the year 20,378 -
Balance, end of the year 3 77,654 § 57,276

ON BEHALF OF THE BOARD

Director

Director

Sce accompanying notes to the financial statements.



3IM EMPLOYEES' (LONDON) CREDIT UNION LTD.
Statement of Income
Year Ended December 31, 2008

2008 2007
Revenue
Interest on loans $ 70458 S 87,766
Investment income 67,149 80,454
Other income 312 372
137,919 168,592
Expenses
Salaries and employee benefits 47,480 45,270
Administrative expenses (Schedule 1) 24,413 22,226
Provision for impaired loans 11,833 7,100
Insurance - bonding and office 7,801 7,933
Loan insurance 5,320 5,702
League dues 3,649 3,768
Honoraria for directors and other officers 3,209 3,798
Deposit insurance 3,089 3,371
106,794 99,168
Income before rcturn to members 31,125 69,424
Distributions 10 members (Note 14) - 69,424
Other expense
Provision for decline in value of investments 6,747 -
Income before provision for income taxes 24,378 -
Provision for income taxes 4,000 -
Net income for the ycar $ 20378 S -

Sce accompanying notes to the financial statements.
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3M EMPLOYEES' (LONDON) CREDIT UNION LTD.
Statement of Cash Flow
Ycar Ended December 31, 2008

2008 2007
Opcrating activities
Net income for the yecar $ 20378 S -
Items not affecting cash:
Amortization of property, plant & equipment 5,625 6,526
Provision for decline in valuc of investments 6,747 -
32,750 6,526
Changes in non-cash working capital:
Accrued interest receivable 597 374
Accounts payable and accrued liabilities (123) (183)
Income taxes payable 10,015 (2,832)
Prepaid expenses 36 4,187
Distributions payable to members (69,427) (7,584)
(58,622) (6,038)
Cash flow from (used by) operating activitics (25,872) 488
Investing activities
Investments 129,669 132,245
Loans to members 134,808 82,550
Allowance for impaired loans (736) 42)
Purchase of property, plant and equipment - (1,488)
Cash flow {rom investing activitics 263,741 213,265
Financing activitics
Members' capital accounts (2,550) (1,200)
Members' deposits 28,879 (280,057)
Cash flow from (used by) financing activities 26,329 (281,257)
Net change in cash and cash equivalents during the year 264,198 (67,504)
Cash and cash equivalents - beginning of year 485,333 552,837
Cash and cash cquivalents - end of year $ 749531 $ 485,333
Cash flow supplementary information
Income taxes recovered $ 6349 § 1,747
Interest received $ 138391 § 168,594

Sec accompanying notes to the financial statements,



3M EMPLOYEES' (LONDON) CREDIT UNION LTD.

Schedule of Administrative Expenses (Schedule 1)
December 31, 2008
2008 2007
Professional services 8,668 $ 7,770
Amortization of property, plant and equipment 5,625 6,526
Office supplies and expense 4,753 2,883
Computer costs 4,667 4,600
Collection and registration 537 (40)
Annual meeting 100 264
Bank charges 63 223
24,413 3 22,226

See accompanying noles to the financial statcments.
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IM EMPLOYEES' (LONDON) CREDIT UNION LTD,
Notes to Financial Statements
Year Ended December 31, 2008

(4

Nature of Business

The 3M Employces' (London) Credit Union Ltd. was incorporated August 29, 1952 and is regulated
by the Credit Union and Caisses Populaires Act, 1994 (Ontario). [t is engaged in the business of
providing financial services to its members within the Credit Union's by-laws.

Summary of significant accounting policies
The Credit Unions and Caisses Populaires Act, 1994 (Ontario) (the "Act")

Regulations to the Act specify that certain items are required to be disclosed in the financial
statements which are presented at annual meetings of members. It is management's opinion that the
disclosures in these financial statements and notes comply, in all material respects, with the
requirements of the legislation. Where necessary, reasonable estimates and interpretations have been
made in presenting this information.

Allowance for impaired loans

The allowance for impaired loans is calculated on an individual loan basis in accordance with By-
law #6 of the Deposit Insurance Corporation of Ontario. For loans greater than ninety days in
arrears, full provision is made for the loan plus any accrued interest less the estimated net realizable
value of any sccurity taken. In addition, an allowance is made for those loans not in arrears, but the
collection of which is doubtful.

Investments

Investments are classified as being held to maturity. This classification requires that these financial
assets be carried at amortized cost. Al the present time, the nature of these investments has resulted
in no material difference between amortized cost and historical cost.

The investment in the limited partnership is accounted for on the equity basis.
Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated amortization. Property, plant and
equipment arc amortized over their estimated useful lives at the following rates and methods:

Computer hardware 5 ycars straight-line method
Computer software S years straight-linc method
Fumiture and fixtures 3-5 years straight-line method

The Credit Union regularly reviews its property, plant and cquipment to climinate obsolete items.

(continues)



3M EMPLOYEES' (LONDON) CREDIT UNION LTD.
Notes to Financial Statements
Year Ended December 31, 2008

)

Summary of significant accounting policies (continued)
Derivative Instruments

Derivative instruments arc financial contracts whose valuc is derived from interest rates, forcign
exchange rates or other financial or commodity indices.

The Credit Union does not cngage in derivative contract activity as a method of credit or risk
management.

Interest revenue and expense recognition

Interest income is recognized as revenue at the lime it is earned whether or not the interest has been
reccived. Interest expense on the members' deposits and loans payable is expensed at the time
incurred whether or not the interest has been paid.

Future income taxes

The liability method of tax allocation is used in accounting for income taxes. Under this method,
future tax assets and liabilitics are determined bascd on differences between the financial reporting
and tax basis of assets and liabilities, and measured using the substantially enacted tax rates and laws
that will be in effect when the differences are expected o reverse.

Mecasurement uncertainty

The preparation of financial statements in conformity with Canadian gencrally accepted accounting
principles requircs management to make estimates and assumptions that affect the reported amount
of asscts and liabilities, disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the period. Such estimates
include the determination of the allowance for doubtful loans and the amortization of property, plant
and equipment. Actual results could differ from these estimates.



