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BOARD OF DIRECTORS REPORT . .

Message from the Chair of the Board of Directors

OVERVIEW

Taking care of our own — an interesting statement and one that we have been touting over

the last two years in much of our member communications. But what does it mean for you,

our members? It is the point of differentiation between the Police Credit Union and any other
financial institution; it means that this Credit Union exists solely for police personnel and

their families. That is an important distinction. It shapes our strategic direction for product
development, new programs, community support and revenue generation. By taking care of our
own we can fulfill the mandate established in our mission statement.

Credit Union Boards have very specific roles; they
provide direction on long-range objectives, determine MISSION: The Police Credit

policy, and monitor the progress of the Credit Union. Uni i ide a full
In effect, act as overseers and planners. When nion wiii proviae a 1uif range

we monitor our Credit Union’s progress, we must of financial products and

take into consideration both intgmal and external services at our best possible
challenges, as well as opportunities to ensure . . .
that we can maintain our course. Recently, the price ensuring service

worldwide financial crisis created a negative impact excellence to all police
on the long-range strategic direction that we had personnel in the policing
established. We are pleased to report that, while still .

a threat in some respects, we have adapted to this communities we Serve.
new reality by making adjustments that culminated in
a return to our normal profitability level and produced
an increase in assets. In fact, the Police Credit Union surpassed the impressive milestone of
$200 million in assets in 2010! This is a very positive result in the face of the prior year’s
economic climate.

While there is an inherent safety in providing financial services for one segment of a rather
diversified population in the Greater Toronto Area, there are also challenges to overcome such
as the decline in hiring throughout the various police services. Much of our new business is

a result of recruits who join the Credit Union for their Cadet Training Loan, and then come to
learn about the many benefits afforded them by using the Police Credit Union as their primary
financial institution. By rewarding our members in very tangible ways through lower loan and
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mortgage rates, higher savings rates and free services, we are able to build loyalty and foster
long-term relationships. The Credit Union movement in Ontario is finding it difficult to attract
younger members, but our Credit Union is one of the few that manifests a steadily declining
average age. This is important to our ongoing survival and future success. The Police Credit
Union needs to retain our very valuable, long-standing members, while simultaneously fostering
that same commitment in our new members. Using the products and services available at

your Credit Union not only helps you, our members, by saving you money on loans and service
charges and earning more on your savings, it also ensures that the Credit Union will continue to
maintain the profit levels required to ensure reserves are in place for future growth. We all win
when members make the Police Credit Union their financial institution of choice!

Among the challenges faced during 2010 was increased regulatory oversight with respect

to updates to the Credit Unions and Caisses Populaires Act, 1994 (the Act). Included are
streamlining regulatory functions by transferring many functions of the Superintendent of the
Financial Services Commission of Ontario (FSCO) to the Deposit Insurance Corporation of Ontario
(DICO). These include the responsibility for monitoring
and enforcing compliance with capital and liquidity

The Police Cr eqlt Umon_ requirements, restrictions on borrowing, pledging of
surpassed the impressive assets, and lending and investments. Additionally,
milestone of $200 million there is improved Credit Union governance with

. . enhancements to capital requirements, and updated
In assets in 2010 — an investment and lending powers for Credit Unions.
especially positive result

in light of the prior year’s For enhanced consumer protection in the area of
borrowing, new guidelines came into effect on
October 10, 2010 pertaining to the Cost of Borrowing
and Disclosure to Borrowers Regulation, which
requires the disclosure of the cost of consumer loans. You may have noticed this addition on
your credit card statements.

economic climate.

In response to directives from the Deposit Insurance Corporation of Ontario, a switch in accounting
methods to International Financial Reporting Standards (IFRS) from Canadian Generally Accepted
Accounting Principles (GAAP) was completed to take effect as of January 1, 2011.

The Board of Directors is committed to ensuring the highest possible standards when acting
on behalf of the Police Credit Union and its membership. To this end, we participate in
ongoing training through CUDA courses and conferences that are designed to give us a clear
understanding of Credit Union governance and our roles.

ACKNOWLEDGEMENTS

We would like to thank Eric Jolliffe for his long time commitment to our Credit Union with his
active and involved presence on the Board of Directors for over 20 years, our longest serving
Board member. Eric has accepted an appointment to Chief of Police for York Region and as such
resigned from the Board. We wish Eric much success in his new role.
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BOARD OF DIRECTORS REPORT . .

We would also like to thank Stan Colley for accepting appointment to the Board to fulfill Eric’s
remaining term.

We are gratified to note the new interest coming from the membership to be a part of this
vital Credit Union in the role of Director. The Board was active in encouraging members of our
Advisory Committee to seek this next level of involvement. As you may recall, the membership
passed by-law amendments at the 2008 AGM for the procedures for election to the Board

of Directors and the first election under these procedures will take place at the 2011 Annual
General Meeting.

In my first year as Chair of the Board of Directors | received a great deal of support from my
fellow Board members, committee members, and management. | am grateful we have active,
involved and knowledgeable staff and volunteers that ensure the stewardship of the Police
Credit Union is strong and forward-thinking.

| would like to express my appreciation to the membership for their participation in the products
and services we offer that are geared specifically to enhance your personal financial well-being.
We will continue to take care of our own throughout 2011 and into the future.

Gy it

Gary Leitch
Chair, Board of Directors
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MESSAGE FROM THE CEO . .

INTRODUCTION

The Police Credit Union ended 2010 on a high note with assets exceeding $207 million! This
was accomplished by taking care of our own members with low interest rates on loans and
higher rates on savings.

FINANCIAL FOCUS

Fuelled by ongoing historic low interest rates, members continued to borrow for home
purchases and to use the equity in their home for improvements and “wish list” purchases. As a
result, total mortgages held by members increased by $8.88 million (6%). To stimulate growth,
loan campaigns were launched during the year; however, their success could not overcome
reduced cadet loan financing requests and repayment terms of existing loan advancements as
personal loan balances to members declined by $.50 million. Total growth in loans to members
was $8.40 million (5%).

New product initiatives introduced over the past years have continued to capture the attention
of members as deposit balances in our Tax-Free Savings Accounts closed the year at $3.27
million, up 48% over the previous year, and Cashable Term Deposits exceeded $36.54 million,
an increase of $9.10 million or 33% over the previous year end. As a result of this activity

and very competitive interest rates, members’ deposits increased by $9.34 million (5%) as at
December 31, 2010.

Total assets increased by $9.30 million to $207.53 million (4.7%) as of December 31, 2010.

Compared to 2009, operating revenues declined slightly to $8.44 million as interest earned on
loans to members and investment income on excess liquidity was impacted by the lower rate
environment that existed throughout the year.

Throughout 2010 a significant portion of our members’ deposits matured and were subsequently
renewed at the lower prevailing interest rates. Although the Credit Union continued to offer
members very competitive interest rates, the low rate environment resulted with member
deposits earning $3.12 million this year, a significant decline compared to the previous year
when members earned $4.16 million.

Financial margins increased by a resounding $.98 million (22.8%) to $5.29 million once

adjustments to the low interest rate environment were assimilated into operations. Additionally,
we were able to decrease our Provision for Loan Losses to $52,705 from $100,654 in 2009,
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which further assisted our profitability level. Consequently, as of December 31, 2010 there
was a $.98 million (16.6%) increase in the Operating Margin to approximately $6.9 million over
2009’s total of nearly $5.9 million.

Although operating expenses are up 7% over 2009 levels, net income increased by a substantial
$484,349 (443.7%) to $593,515.

The Credit Union continues to operate with a very effective capital position, which is at 5.17%
and up slightly over the previous year at 5.11%, meeting the requirement of its own policies and
the Act regarding regulatory capital.

As a result of the merger between CUCO and BC Central in 2008, all CUCO affiliated Credit
Unions were forced to acquire a proportionate amount of Asset Backed Commercial Paper
(ABCP) units based upon asset size of the Credit Union. Our proportional share was equal to
$1,294,552 and, as a result of non-performance issues, we were required to write-down this
investment by $269,579. Since then the Police Credit Union has received distribution payments
in the amount of $345,011 which represented interest and capital from those underlying assets.
It is still expected that the Credit Union will recover its original investment over the long term.

YEAR IN REVIEW

Loan Report

Loan demand from members slowed this year with a 21% reduction in loan requests from the
previous year, which reflects a reduction in the hiring of cadets throughout the GTA. However,
total loans advanced to members were $52.98 million and exceeded the amount advanced in
the previous year when distributions equalled $52.42 million.

Total loans to members were $177.44 million, an increase of 5% over the previous year end
when loans to members totalled $162.99 million.

TOTAL LENDING ACTIVITY 2010 2009
NUMBER AMOUNT NUMBER AMOUNT
Personal Loans 561 8,688,013 685 8,594,094
Lines of Credit 299 7,999,600 424 10,000,401
Mortgages 142 36,296,435 141 33,830,193
Total 1,002 52,984,048 1,250 52,424,688
Total Loans Not Approved 110 3,884,064 153 5,940,676
Total above 1,112 56,868,112 1,403 58,365,364
Loan Allowance
Specific 20 74,227 27 126,642
Non Specific and General 65,138 71,038
Total above 139,365 197,680
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During the year, the loan allowance declined to $139,365, with recoveries on loans previously
written off equal to $11,162. Loan write-offs during the year amounted to $122,182. Throughout
2010 a total of 12 members filed for bankruptcy or consumer proposals.

Recruits

Since 1996, the Police Credit Union has been assisting cadets hired by the police services in
Toronto, Durham, York, Peel and others in Ontario with financial assistance for the cost to attend
the Ontario Police College (OPC) in Aylmer, Ontario. All new recruits attending the OPC are
automatically pre-approved for a low rate Cadet Training Loan.

It is particularly noteworthy that of the 163 recruits that joined the Police Credit Union in 2010,
129 (79%) became REWARDS members. This is an important first step in building long-term
relationships with our newest members. Through the REWARDS program, recruits automatically
receive special products and services at preferred rates, which enable them to take full
advantage of all their Credit Union has to offer. And it gives Credit Union staff a chance to learn
more about each member in order to determine

which financial services are the right fit.

Throughout the history of the
Throughout the history of the program, we’ve

assisted 3,996 recruits with their dream of program, we've assisted 3,996

becoming a police officer. recruits with their dream of
becoming a police officer.

Product/Service Enhancements

Our suite of product offerings did not change

significantly in 2010; however, in response to members who were interested in establishing

the lowest rate possible for mortgage financing, the Credit Union re-launched its variable rate

mortgage product. Several members chose to take advantage of this revitalization.

With the adoption of our core values in 2009, all staff were asked to assist in the development
of a set of service standards in relation to their job function within the Credit Union. Our
objective was to ensure we understood the expectations of our members and internal Credit
Union clients, then adapt and improve our processes and procedures to create a more satisfying
member experience.

Management and the Board of Directors continued to work with our Advisory Committees in order
to gain valuable insight from a member’s perspective on how the Credit Union can better meet the
needs of its members. We were able to solicit input and direction on the future of the Credit Union,
its products and services, and technology enhancements. From this vantage point, the Board of
Directors encouraged Advisory Committee members to further their involvement with their Credit
Union by entertaining the prospect of standing for election to the Board of Directors.

In October 2010, the Police Credit Union undertook conversion activities to move its existing
book of mutual fund clients from Credential Securities Inc. (a full service brokerage platform)
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to Credential Asset Management (a mutual funds only platform). The move aligned itself more
accurately with the type of business our members transacted with their Credit Union and
provided further cost-savings and staff efficiencies while preserving revenue streams.

Technology Enhancements

Technological upgrades and enhancements continue to play a critical role in the Credit Union’s
strategic direction. In the fall of 2010, the new chip Member Cards were delivered to members.
Old Member Cards are now obsolete; ensure they are shredded or cut up and use only the new
chip card. It is expected that this technology will result in a decline of ATM fraud incidences.
The Police Credit Union is also in the process of having our ATM network chip compliant by
replacing and upgrading our ATMs. To date, five ATMs have been upgraded. These steps are to
further safeguard our members’ information and hard-earned money.

In addition to ATM upgrades we installed two new ATMs at York Regional Police sites, and
worked on site development for an additional two ATMs at Toronto Police College and York
Regional Police. A further site review was
conducted at our Durham branch to upgrade
The spring mortgage and both the branch ATM and kiosk.

- . .
MERITiine Cam"? alg n contr/bqted Our Call Centre was opened in 1999 to provide
to a 6% growth in this portfolio more efficient and timely service to Toronto

which added $8.88 million. branch members. In September 2010 we
integrated the Call Centre so it could accept

calls from all branches. This new initiative
was completed to provide easier access for our membership by eliminating busy signals and
voicemail during regular business hours. We also have a live chat function on our website that
allows members to “talk” to the Call Centre online instead of calling in.

In 2010 our members’ statements were redesigned to improve member communications
through enhanced marketing messages and easier to read financial histories. We initiated an
e-mail system to members whose e-mail addresses are on file to ensure timely notification is
provided about current online statements being ready, as well as providing links to the most
recent newsletter, special programs, and product and service promotions.

We continue our process to search for new technology for our Credit Union, which we expect will
produce efficiencies and improved member service, as well as position us solidly for the future.

Human Resources

Throughout 2010 we continued to develop our most precious assets — our staff. This was
accomplished by providing a significant amount of resources for staff to attend training sessions
and to apply themselves through accredited educational programs. All staff have the ability to
upgrade their knowledge through the Credit Union Knowledge Network called CUSOURCE;

it is the national learning and people development facility for the Canadian Credit Union
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system, providing Credit Unions across the country with Credit Union-specific learning and
development options.

In addition, staff participated in training on registered plan options, lending issues, new
membership openings pertaining to the Proceeds of Crime & Terrorist Financing Act, and the
annual CPR/First Aid certification.

Marketing

The prime purposes of our marketing communications each year are to ensure that the Police
Credit Union remains top of mind for our members’ financial requirements, and that members’
knowledge of products and services remains current.

The Police Credit Union is fortunate to have relationships with many loyal members, and our
ongoing mail program to new members served to introduce our products in bite-size pieces
and enabled Member Service Officers to become familiar with the specific requirements of
each member.

We offered product-specific campaigns throughout the year which encouraged growth and
awareness of those particular areas. A big favourite in 2010 was our summer vehicle loan
campaign which offered 2% off the posted rate; 123 members borrowed more than $2.8 million
during this campaign. In the winter, we once again encouraged members to maximize their
retirement investments with RRSPs and use a Tax-Free Savings Account to complement their
savings strategies.

As previously noted, the spring mortgage and MERITIine® campaign contributed to a 6%
growth in this portfolio which added $8.88 million. To complete 2010, we offered a direct mail
campaign geared totally to product awareness for relevant age segments of our membership.
Since this campaign was a follow-up to a similar initiative in 2009, we did not experience the
same increases but we are confident that all members have now received communications
about products and services that can enhance their particular financial interests.

In 2011, we will take care of our own by building on the success of the 2010 vehicle loan
campaign and once again offer a phenomenally low rate. In addition to the winter RRSP/TFSA
campaign, we will have a special consolidation and vacation loan campaign available in the late
fall. We will continue to use the established touch points in our member communication — direct
mail, e-mail, phone calls and onsite conversations — to ensure members are always aware that
the Police Credit Union wants to be your financial institution of choice.
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Retail Branches

TORONTO

Our oldest and most established branch represents the grass roots existence of the Police Credit
Union. Throughout our 66-year history, members of the Toronto Police Service have embraced
the concept of their Credit Union. As the Credit Union grew, so did the requirement for space.

In February 1960, the membership consented to purchase property on Yonge Street, just north
of the 401 for $177,000. In 2003, the Yonge and Sheppard property was sold and new premises
were leased on the third and first floors at 3650 Victoria Park Avenue for the Corporate Offices
and Toronto branch.

Membership at the branch has declined steadily throughout the last 15 years, however, this
comes as no surprise as members have chosen to move their banking to one of our other
branches closer to their homes.

) . This branch maintains a significant group of 5,230
The Credit Union movement loyal members who continue to have their financial

in Ontario is finding it difficult service needs met at the branch while another 646
to attract younger members members access service at our satellite office at

’ Police Headquarters on College Street.
but our Credit Union is one of

the few that shows a steadi/y Assets continue to grow at the branch, up $5.03

- million over the previous year and finishing the
deC/mmg average age. year at $113.67 million. With an aging member

demographic base at the branch, deposit balances
continue to grow and are $103.03 million, clearly an indication that many members are in the
prime savings years of their lives. This fact is reinforced by the erosion of the loan portfolio, which
is down $1.58 million from the previous year, closing with a balance of $42.50 million.

The branch and its staff continue to develop and foster relationships with its members in the
TPS and TPA. In 2010, gifts were provided for the picnic and Christmas parties of the TPA, in
addition donations were made to the Len Tune Memorial Fund which is administered by the
Ontario Credit Union Charitable Foundation.

DURHAM

Our second oldest branch, which was established in 1995, is located along the Highway 401
corridor in Pickering, the previous site of the Dunbarton Police Station. The site was originally
selected as many existing members of the Credit Union resided in the area and it provided
future growth opportunities with its close proximity to Durham Regional Police.

Today, the branch is home to 2,909 members, has assets of $51.68 million, and is serviced
by nine staff. The branch maintains deposits for members exceeding $50.6 million and has
provided members with loans exceeding $41.2 million. The branch and its staff continue to
develop and foster relationships with its members in the DRP and DRPA.
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In 2010, gifts were provided to the picnic and Christmas parties of the DRPA, in addition to
donations to the Durham Regional Toy and Food Drive. This donation was supported and
matched by the Ontario Credit Union Charitable Foundation.

YORK

This branch was established in 1998 and is located on Yonge Street, south of Green Lane in
Newmarket. With easy access to the major traffic arteries in the area, the branch is in an ideal
location to serve members of the York Regional Police and other Credit Union members who
reside north of Toronto.

Today, 1,586 members are provided with financial services at the branch, which has grown to
$32.87 million in assets through its 12 years of existence. The branch maintains more than
$17.23 million in deposits and loans exceeding $32.86 million. The branch and its staff continue
to develop and foster relationships with its members, the YRP and YRPA, South Simcoe Police,
Orangeville Police and members of the RCMP “0” division.

In 2010, York branch contributed gifts to support the York Police Picnic held at Canada’s
Wonderland and the Christmas parties for York Regional Police, South Simcoe Police and
Orangeville Police. In addition, the Credit Union supported the 18th Annual Police Appreciation
Night. With input from our Advisory Committee, York branch donated to the Toronto Military Family
Resource Centre. This centre provides support to military families across the GTA.

PEEL

Our newest branch was established in August 2003 and is located at the intersection of Derry
Road and Highway 10 with close proximity to the Peel Regional Police Training Facility (Emil

V. Kolb Centre). This branch expansion was the Credit Union’s first attempt to seek out new
opportunities for growth as there were few existing Credit Union members residing in this
geographical area. The prospect for success was enticing as the Peel Regional Police is the next
largest service to Toronto within the GTA.

Since 2006, the growth of Peel has been staggering to say the least. The success of this branch
can be attributed to the hard work and dedication of the branch staff, and the willingness of the
members of the PRPS and PRPA to develop relationships with the Police Credit Union.

Today, the branch services 1,590 members with a staff complement of six. Assets have grown
to $49.93 million and, while deposits for members are only $18.52 million, loans to members
exceed $49.52 million and reflect the borrowing characteristics of the branch’s much younger
demographic when compared to our other branches. If this trend continues, Peel is expected to
surpass the asset size of the Durham branch in 2011.

The branch continued to increase awareness of the Credit Union through the Peel policing

community by supporting the annual ‘open house’ event for 11 division & 180 Derry Road, as
well as providing gifts for the PRPA for the Canada Day Picnic and Children’s Christmas Party.
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INTO THE FUTURE

As we enter our 66th year of successfully supplying financial services to our policing
community, we will offer new programs to encourage your children and grandchildren to
become members — we would like the Police Credit Union to be a family affair!

A new scholarship program will benefit four successful applicants who are going to college
or university with a $500 scholarship each. Details are on our website at www.tpcu.on.ca.
Additionally, everyone who opens a Little Tyke or Teenblue account is entered in a draw for
$50 RESP deposit.

In the realm of human resources, in 2011 we will purchase a performance management system
that complements our performance appraisal process and promotes coaching, staff development
and regular interaction between managers and their employees.

Technology advances in 2011 include a Smartphone application that enables members to locate
any ATM that is on the surcharge-free EXCHANGE Network, including the Credit Union’s ATMs.
It's a free download; simply search for the Police Credit Union’s app. Additionally, two new
ATMs at Toronto Police College and York Regional Police will be installed and upgrades to the
Durham branch drive-through ATM and kiosk will be completed.

York members will be pleased to see the renovations taking place at this branch that include a
mini-ATM called a cash recycler that accepts deposits and dispenses cash. York renovations will
convert it to a more user-friendly retail environment that easily and efficiently accommodates
members’ financial transactions. Renovations are expected to be completed by the end of 2011.

As our Credit Union continues to grow and develop its existing membership base, plans will be
put into place to ensure we seek out new opportunities for future branch expansion into markets
with a view to fostering new borrowers.

ACKNOWLEDGEMENTS

Thank you to the Board, Sub Audit Group, Advisory Committee members and Liaison Officers
for their efforts this past year and, of course, to the staff of the Credit Union, your efforts

are appreciated by all. You do a great job in making the Police Credit Union the successful
organization it is.

To the membership, thank you for putting your faith in the Police Credit Union.

Sty Do

Andy Doak
Chief Executive Officer
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As at December 31 2010

Operating Revenue ~ $ 8,448,722

Interest on
Members’ Deposits
amount 3,125,900
percent 37.0%
Financial Margin
amount 5,292,229
percent 62.6%
Net Income
amount 593,515
percent 7.0%

Loans to Members 171,441,682
Membership Shares 1,197,707

Members’ Deposits 194,189,449

Total Assets 207,530,580
Asset Growth 4.7%
Regulatory Capital 5.17%
Liquidity 14.15%

2009

$ 8,517,941

4,169,889
49.0%

4,310,850
50.6%

109,166
1.3%
162,992,443
1,195,260
184,853,540
198,225,200
5.6%

5.11%

13.68%

2008

$ 9,454,857

4,807,816
50.9%

4,611,284
48.8%

133,838
1.4%
155,015,452
1,177,815
173,009,164
187,750,589
2.0%

5.34%

14.63%

2007

$ 10,101,073

5,069,633
50.2%

4,769,186
47.2%

534,666
5.3%
148,335,387
1,146,403
170,675,099
184,050,900
16.6%
5.37%

17.26%

2006

$ 7,779,345

3,044,599
39.1%

4,481,861
57.6%

297,419
3.8%
130,323,998
1,109,100
133,843,519
157,893,861
13.0%
5.72%

10.32%

13



MENTIONS - MILESTONES

Assets surpassed $200 million threshold to $250 M
$207,530,580 as at December 31, 2010

$200 M
Loans to members increased by almost $8.5 million
(98,449,239 — 5.2%) while at the same time expense $150 M
for bad debts was reduced by almost 50% (from
$100,654 to $52,705) $100M
123 new car loans for a total of $2,808,510 in the
vehicle loan campaign period March 1 to September 30 $50M
Almost $8.9 million in mortgage growth %

, . - 2006 2007 2008 2009 2010
Members’ deposits increased by more than $9.3 million

($9,335,900) to $194,189,449
Net Income increased by $484,349 to $593,515 (up 443.7%)

Retained earnings are now just under $9.5 million
(%9,458,216) from $8,864,701 in 2009; an increase of
6.7% exceeding regulatory capital requirements

Financial margin (the funds available after interest
expense is deducted from revenue) increased by almost

$1 million ($981,379) ‘
Call Centre transitioned to receive incoming calls for

all branches in September, which resulted in average
inbound calls reaching 3,700 monthly

Recruits have declined from the high in 2006 of 476 to
current total in 2070 of 163, a decrease of 66%, this
has affected the net gain in new members but has not
resulted in declines in loans or deposits, meaning that
the wallet share per member continues to increase

TORONTO

DURHAM
1 PEEL

W vorx

600
500

400

300 Toronto 46
200 Durham 26
100 I York 42

Peel 49

oL 2006 2007 2008 2009 2010
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TORONTO

Members 5,876

Assets $113.67 million
Deposits $103.03 million
Loans $42.50 million

DURHAM

Members 2,909

Assets $51.68 million
Deposits $50.67 million
Loans $41.22 million

YORK

Members 1,586

Assets $32.87 million
Deposits $17.23 million
Loans $32.86 million

PEEL

Members 1,590

Assets $49.93 million
Deposits $18.52 million
Loans $49.52 million
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AUDIT COMMITTEE REPORT

The Audit Committee’s function is to assist the Board of Directors in fulfilling its oversight
responsibilities. It accomplishes this by reviewing the integrity of the Police Credit Union Limited
financial statements, financial information and reporting processes including the risks and
controls related to those processes which management and the Board have established.

The Audit Committee is composed of four directors, Eric Jolliffe, Gary Rossitter, George Tucker
and lan Russell, acting as the Chair. Mr. Jolliffe assumed the role of Chief of Police, York
Regional Police Service in November 2010 and thus resigned both his position as director and
committee member. The committee wishes to congratulate him on his appointment and to
thank him for his many years of service to the Police Credit Union. The committee has adopted
a mandate that includes all of the tasks specified for Audit Committees contained in the Credit
Unions and Caisses Populaires Act, 1994 and the associated regulations.

The Audit Committee met bi-monthly during the 2010 fiscal year to complete its responsibilities.
Key activities included:

Reviewed the financial statements and the results of the year-end audit with the external auditor;
Reviewed the performance of the Auditors and their proposed engagement letter;

Ensured that regulatory filings were submitted on time;

Reviewed the Credit Union’s policies, procedures and controls for legislative compliance;
Reviewed the disaster recovery plan;

Reviewed outstanding (if any) legal issues;

Reviewed accounting issues and risk management issues; and

Reviewed director and officer expense claims.

The brief overview outlined above is supplemented in great detail by a very dedicated group of
individuals, the Sub-Audit Group, which works in close concert with our internal auditor Rick
Belsby. The Sub-Audit Group is chaired by Gary Glaze and assisting him are Vaughan Weddell
and Gary Billington. This committee met on 33 occasions during the year which included
meeting with the internal auditor eight times and the Audit Committee six times, plus attendance
at the Annual Meeting.

Management has implemented recommendations the committee put forth and there are no
matters which the committee believes should be reported to the members or which are required
to be disclosed pursuant to the Act or the Regulations.

On behalf of the Audit Committee,

L& .

lan B. Russell
Chair, Audit Committee
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INDEPENDENT AUDITOR’S REPORT

To the Members of The Police Credit Union Limited:

The accompanying summarized financial statements, which include a balance sheet and
statements of retained earnings and operations and comprehensive income are derived from the
audited financial statements of The Police Credit Union Limited for the year ended December 31,
2010. We expressed an unmodified opinion on those financial statements in our report dated
February 22, 2011.

These summarized financial statements do not contain all the disclosures required by Canadian
generally accepted accounting principles. Reading the summarized financial statements is not a
substitute for reading the audited financial statements of The Police Credit Union Limited.

MANAGEMENT’S RESPONSIBILITY FOR THE SUMMARIZED FINANCIAL STATEMENTS
Management is responsible for the preparation of the summarized financial statements in
accordance with criteria that management has determined will represent a fair summary of the
audited financial statements.

AUDITOR’S RESPONSIBILITY

Our responsibility is to express an opinion on the summarized financial statements based on
procedures, which were conducted in accordance with Canadian Auditing Standards (CAS) 810,
“Engagement to Report on Summary Financial Statements”.

OPINION

In our opinion, the summarized financial statements, derived from the audited financial
statements of The Police Credit Union Limited for the year ended December 31, 2010 are a fair
summary of those financial statements on the basis of criteria that management has determined
will represent a fair summary of the audited financial statements.

Readers are cautioned that these summarized financial statements may not be appropriate for
their purposes. For more information on the entity’s financial position, results of operations
and cash flows, reference should be made to the related audited financial statements that are
available from management upon request.

Englisin & Jonesy LiP

ENGLISH & JONES LLP

Chartered Accountants / Licensed Public Accountants
February 22, 2011

St Catharines, Ontario
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BALANGE SHEET

December 31 2010 2009
Assets
Cash $ 10,310,768 $ 6,764,777
Investments 23,254,505 25,646,684
Loans to members 171,441,682 162,992,443
Other assets 1,096,048 1,216,628
Fixed assets 1,427,577 1,604,668
$ 207,530,580 $ 198,225,200
Liabilities and Members’ Equity
Liabilities
Members’ deposits $ 194,189,449 $ 184,853,540
Other liabilities 2,685,208 3,311,699
Membership shares 1,197,707 1,195,260
198,072,364 189,360,499
Members’ Equity
Retained earnings 9,458,216 8,864,701
$ 207,530,580 $ 198,225,200

On behalf of the Board

Gy bid

Gary Leitch, Chair

Bob Spafford, Vice-Chair
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STATEMENT OF RETAINED EARNINGS

For the year ended December 31 2010 2009
Balance, beginning of year $ 8,864,701 $ 8,755,535
Net income for the year 593,515 109,166
Balance, end of year $ 9,458,216 $ 8,864,701

THE POLICE CREDIT UNION ANNUAL REPORT 2010



STATEMENT OF OPERATIONS AND COMPREHENSIVE INCOME

For the year ended December 31 2010 2009

Operating Revenue

Interest on loans $ 7,951,630 $ 8,034,037
Investment income 497,092 483,904
8,448,722 8,517,941

Interest Expense

Interest on members’ deposits 3,125,900 4,169,889
Member rebates and distributions 30,000 33,000
Other interest expense 593 4,202
3,156,493 4,207,091

Financial Margin 5,292,229 4,310,850

Other Operating Iltems

Provision for losses on loans (52,705) (100,654)
Other income 1,619,075 1,671,524
Operating Margin 6,858,599 5,881,720

Operating Expenses

Administrative 2,542,889 2,509,683
Amortization of fixed assets 247,231 250,969
DICO insurance 149,102 159,379
Salaries and benefits 3,230,622 2,852,997
6,169,844 5,773,028

Income Before Income Taxes 688,755 108,692
Income Tax Expense (Recovery) 95,240 (474)

Net Income for the Year,
also representing Comprehensive Income $ 593,515 $ 109,166
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LOCATIONS

3650 Victoria Park Avenue, Suite 103, Toronto, Ontario
T 416.226.3353 / 1.800.561.2557 F 416.226.5355

40 College Street, Room 101, Toronto, Ontario
T 416.961.2107 F 416.962.5451

962 Kingston Road, Pickering, Ontario
T 905.839.2693 / 1.888.354.8728 F 905.839.5332

18025 Yonge Street, Newmarket, Ontario
T 905.836.4998 / 1.877.242.8728 F 905.836.4766

85 Aventura Court, Unit C, Mississauga, Ontario
T 905.795.2286 / 1.866.899.8728 F 905.795.2280

Toronto Police Association

TPS 32 Division

Ontario Police College

York Regional Police HQ

York Regional Police Association
TPS Traffic Services

TPS 23 Division

Toronto Police College

YRP Investigative Support Services



Call Centre
1.800.561.2557
callcentre@tpcu.on.ca

ExpressLine
416.223.8728
1.800.360.8728

Corporate Office

3650 Victoria Park Avenue
Suite 303

Toronto, Ontario

T 416.226.3353

F 416.226.1565

www.ipcu.on.ca

the

¢ Police

Credit Union



