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Management's Responsibility

To the Members of Sandhills Credit Union:

Management is responsible for the preparation and presentation of the accompanying financial statements, including responsibility for
significant accounting judgments and estimates in accordance with Canadian generally accepted accounting principles and ensuring
that all information in the annual report is consistent with the statements. This responsibility includes selecting appropriate accounting
principles and methods, and making decisions affecting the measurement of transactions in which objective judgment is required.

In discharging its responsibilities for the integrity and faimess of the financial statements, management designs and maintains the
necessary accounting systems and related internal controls to provide reasonable assurance that transactions are authorized, assets
are safeguarded and financial records are properly maintained to provide reliable information for the preparation of financial statements.

The Board of Directors and Audit and Risk Committee are composed entirely of Directors who are neither management nor employees
of the Credit Union. The Board is responsible for overseeing management in the performance of its financial reporting responsibilities,
and for approving the financial information included in the annual report. The Board fulfils these responsibilities by reviewing the
financial information prepared by management and discussing relevant matters with management and external auditors. The Audit and
Risk Committee has the responsibility of meeting with management and external auditors to discuss the internal controls over the
financial reporting process, auditing matters and financial reporting issues. The Committee is also responsible for recommending the
appointment of the Credit Union's external auditors.

Meyers Norris Penny LLP, an independent firm of Chartered Accountants, is appointed by the members to audit the financial statements
and report directly to them; their report follows. The external auditors have full and free access to, and meet periodically and separately
with, both the Committee and management to discuss their audit findings.

February 12, 2010

MAM& Director Chief Executive Officer
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Auditors' Report

To the Members of Sandhills Credit Union:
We have audited the consolidated balance sheet of Sandhills Credit Union as at December 31, 2009 and the consolidated statements of
income, retained earnings and cash flows for the year then ended. These consolidated financial statements are the responsibility of the

Credit Union's management. Our responsibility is to express an opinion on these consoclidated 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 free 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 consolidated financial statements present fairly, in all material respects, the financial position of the Credit Union as
at December 31, 2009 and the results of its operations and its cash flows for the year then ended in accordance with Canadian generally

accepted accounting principles.

Saskatoon, Saskatchewan

LMSOJS Yorris ?ﬂ.am Lee

February 12, 2010 Chartered Accountants

800 - 119 4th Ave South, Saskatoon, Saskatchewan, S7K 5X2, Phone: (306) 665-6766, 1 (877) 500-0778



Sandhills Credit Union

Consolidated Balance Sheet
As at Decembar 31, 2009

2009 2008
Assets

Cash 320,642 1,420,324
Investments (Nole 4) 11,806,125 11,742,011
Loans (Note 5) 29,509,746 27,255,487
Other assets (Note 6) 513,286 396,244
Capital assets (Note 7) 430,987 460,818
42,580,786 41,274,884

Liabilities
Deposits 38,367,524 36,674,922
Loans payable (Note 8) - 254,251
Other liabilities (Note 9) 360,542 718,179
Membership shares (Note 11) 686,477 590,446

39,414,543 38,237,798

Commitment (Note 17)

Retained earnings and members' equity
Retained earnings 3,166,243 3,037,086

42,580,786 41,274,884

Approved on behalf of the Credit Union

MW . Chief Executive

Director Officer

The accompanying noles are an integral part of these financial stalements



Sandhills Credit Union

Consolidated Statement of Income
For the year ended December 31, 2009

2009 2008

Interest income
Loans 1,340,289 1,614,817
Investments 275,703 569,645

1,615,992 2,184,462

Interest expense

Deposits 442,793 677,059
Borrowed money 1,521 6.528
Patronage allocation 100,317 120,164
544,631 803,751
Net interest income 1,071,361 1,380,711
Recovery of credit losses (20,031) (5,088)
Net interest income after recovery of credit losses 1,091,392 1,385,799
Other income 724,406 743,606
Net interest and other income 1,815,798 2,129,405
Operating expenses
Personnel 964,610 990,505
Security 51,281 50,400
Organizational 67,605 49,610
Occupancy 56,649 58,416
General business 522,975 569,169

1,663,120 1,718,100

Income before provision for income taxes 152,678 411,305
Provision for income taxes

Current 23,379 66,689

Future 142 4,014

23,521 70,703

Net income 129,157 340,602

The accompanying notes are an integraf part of these financial statemenis ’



Sandhills Credit Union

Consolidated Statement of Retained Earnings
For the year ended December 31, 2009

2009 2008

Retained earnings, beginning of year 3,037,086 2,696,484
Add:

Net income 129,157 340,602

3,166,243 3,037,086

Retained earnings, end of year

The accompanying notes are an inlegral part of these financial statements



Sandhills Credit Union

Consolidated Statement of Cash Flows
For the year ended December 31, 2009

2009 2008
Cash provided by (used for) the following activities
Operating
Net income 129,157 340,602
Amorntization 56,679 55,860
Recovery of credit losses (20,031) (5.088)
Future income taxes 142 4,014
165,947 395,388
Net change in non-cash operating working capital (474,821) 379,260
{308,874) 774,648
Financing
Net change in deposits 1,692,605 2,984,322
Advances of loans payable - 254,252
Repayment of loans payable (254,252) -
Addition to membership shares 96,031 205,338
1,534,384 3,443,912
Investing
Net change in loans (2,234,228) {1,652,048)
Purchase of investments (64,114) (1,679,295)

Purchase of capital assets (26,850) (53,084)
Proceeds on disposal of capital assets - 2,538

(2,325,192) (3.381,889)

Increase (decrease) in cash resources (1,099,682) 836,671
Cash resources, beginning of year 1,420,324 583,653
Cash resources, end of year 320,642 1,420,324

Supplementary cash flow information
Income taxes paid 38,688 33,000

The accompanying notes are an integral part of these financial statements



Sandhills Credit Union

Notes to the Consolidated Financial Statements
For the year ended December 31, 2009

Incorporation and nature of operations

Sandhills Credit Union ("the Credit Union") was continued pursuant to The Credit Union Act, 1998 of the Province of
Saskatchewan, and operates one credit union branch. The Credit Union serves members and non-members in Leader and
surrounding area.

The Credit Union Deposit Guarantee Corporation ("CUDGC"), a provincial corporation, guarantees the repayment of all
deposits with Saskatchewan credit unions, including accrued interest. The Credit Union Act, 1998 provides that the
Province of Saskatchewan will ensure that CUDGC carries out this obligation.

Change in accounting policies

Falr value measurements

Effective January 1, 2009, the Credit Union adopted the Canadian Institute of Chartered Accountants’ new
recommendations for disclosures relating to fair value measurements. Section 3862 Financial Instruments - Disclosures has
been amended to require enhanced disclosures for fair value measurements recognized in the balance sheet. The Credit
Union is required to classify and disclose fair value measurements using a three-tier fair value hierarchy based on the
lowest leve! input that is significant to that fair value measurement.

The adoption of this amendment did not have a material impact on the Credit Union’s consolidated financial statements.
Liquidity risk

Effective January 1, 2009, the Credit Union adopted the Canadian Institute of Chartered Accountants’ new
recommendations for disclosures relating to liquidity risk. Section 3862 Financial Instruments - Disclosures has been
amended to require enhanced disclosures for liquidity risk in response to current market conditions. The Credit Union is
required to disclose maturity analysis for derivative and non-derivative financial liabilities based on how the Credit Union
manages its liquidity risk.

The adoption of this amendment did not have a material impact on the Credit Union's consolidated financial statements.

Accounting policies

These financial statements have been prepared by management in accordance with Canadian generally accepted
accounting principles. The significant accounting policies used in the preparation of these financial statements are
summarized below.

Measurement uncertainty

The preparation of financial statements in conformity with Canadian generally accepted accounting principles 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 financial statements and the reported amounts of revenues and expenses
during the reporting period.

Loans are stated after evaluation as to their collectibility and an appropriate allowance for doubtful loans is provided where
considered necessary. Amortization of capital assets are provided based on the Credit Union's estimate of useful lives of
those assets. Accordingly, actual results could differ from those estimates. Estimates and assumptions are reviewed
pericdically and, as adjustments become necessary, they are reported in income in the periods in which they become
known.

Basis of presentation

The Credit Union has consolidated the assets, liabilities, revenues and expenses of its subsidiary after the elimination of
inter-company transactions and balances.

The consclidated financial statements include the accounts of the Credit Union, and its wholly owned subsidiary, Hawkins
Agencies Ltd.

5 M



Sandhills Credit Union

Notes to the Consolidated Financial Statements
For the year ended December 31, 2009

Accounting policies (Continued from previous page)

Cash

Cash consists of cash and cash equivalents maturing in one business day.

investments and accrued Interest

Portfolio investments

Portfolio investments are classified based on managements' intentions as held to maturity, held for trading, or available for
sale.

Held to maturity investments are securities that the Credit Union has the intention and ability to hold until its maturity date.
The investments are initially measured at fair value with gains and losses only recognized in net income when the asset is
derecognized. Any impairment write-downs and foreign exchange translation adjustments are recognized immediately in
net income.

Held for trading investments are securities purchased for sale in the near term and securities designated as held for trading
under the fair value option, and are reported at fair value. Held for trading investments are carried at fair value with all gains
and losses recognized immediately in net income.

Available for sale investments include securities which may be sold in response to or in anticipation of changes in interest
rates and repayment risk, or to meet liquidity needs. Available for sale investments are carried at fair value with unrealized
gains and losses included in accumulated other comprehensive income until realized, at which time the cumulative gain or
loss is transferred fo other income.

The Credit Union regularly evaluates its available for sale and held to maturity securities with unrealized losses to determine
if the losses are other than temporary. If the assessment indicates that the impairment is other than temporary or the Credit
Union does not have the intent or ability to hold the securities until its fair value recovers, the security is written down to its
current fair value, and a loss recognized in net income.

Investment in morigage pools

Investments in mortgage pools are accounted for as loans and receivables at amortized costs, adjusted to recognize other
than a temporary impairment in the underlying value. Premiums on the morigage pools are amortized on a straight line
basis over the term of the mortgages.

Loans

Loans to members are recorded at the lower of principal plus accrued interest and estimated realizable amounts.
Estimated realizable amounts are determined by discounting the expected future cash flows at the effective interest rate
inherent in the loans (and/or at the discounted future value of the loan's security, net of expected selling costs). When the
amount and timing of future cash flows cannot be estimated with reasonable reliability, estimated realizable amounts are
measured at the fair value of the security underlying the loans, net of expected costs of realization.




