


Vision & Objectives of Westoba Credit Union Ltd.

VISION

We are a dynamic member-owned and controlled organization effectively providing comprehensive
financial and related services designed to satisfy the changing social and economic needs of our

members and the communities we serve. We are:

“First in Our Community”

OBJECTIVES

People

Membership. Our membership is aware of
Westoba Credit Union’s vision and the value of
their credit union to their community, members
are encouraged to participate in the demo-
cratic process.

Board, Management & Staff (Westoba’s
Team). We have an environment that through
strong leadership promotes a motivated,
knowledgeable team, that are committed to
on-going education and development to pro-
vide quality member service.

Money

Our financial objective is to attract and retain
capital and to utilize and manage it effectively
to meet the needs of our members while pro-
viding financial stability for the credit union.

Development

Growth & Development. \We will research,
develop and maintain quality services and
service delivery systems that will meet the
changing needs of the members and potential
members and ensure a competitive position in
the marketplace.

Sales and Marketing. \We will develop and
maintain innovative marketing programs to
promote services to members and potential
members.

PRINCIPLES

We believe in: Trust, Respect, Honesty,
Integrity & Confidentiality.

We also strive to demonstrate equality, flexi-
bility, fairmess, professionalism, approachability,
friendliness and accountability.




Directors’
Report

Again | have the privilege as your Board Chair
to stand before you and report on the contin-
ued success of your financial institution —
2005 was indeed another excellent year! |
reported last year that we looked forward to
the opportunities and challenges of 2005 and
that we were positioned for continued suc-
cess. That success is evidenced by our
growth and our very strong financial results
you will see as you read through our annual
report. This report also provides a chronologi-
cal recap of your board’s activities and initia-
tives in 2005.

In January, your board reviewed the 2004
financial performance, approved a patronage
allocation of 3.5% and a preferred share pay-
ment of 6%. We reviewed the 2005 corporate
management objectives as well as approved
the 2005 budget. Management also reported
that through the Cooperative Development
Foundation, Westoba contributed $6,000
towards the Tsunami disaster relief effort.
Westoba members also dug deep into their
pockets, contributing some $24,000 to the
Red Cross for the benefit of Tsunami victims.

In February, your board received a report from
our Governance Committee with regard to
potential nominees to the board of directors.
The committee advertises extensively to recruit
nominees to try and ensure that elections are
held for each vacancy. The board also reviewed
plans and prepared for the upcoming informa-
tion and annual member meetings in March.

Wayne Tomlinson, Board Chair

In March, the majority of the board attended
the information meetings in Swan Lake and
Souris, as well as the annual meeting in
Brandon. Through our director election process
we were pleased to welcome four new mem-
bers to the board. Debra Cousin and Andy
Barclay were elected to represent Swan Lake
and Souris districts respectively. Rod Balkwill
and Helen Cruickshanks were elected to repre-
sent the Brandon/Shilo district. These new
directors all replaced directors who had served
their maximum of three consecutive three year
terms on the board. Sincere thanks for years of
dedication and contribution to Westoba’s suc-
cesses go out to Henry Buhler, Harvey
Dutkewich, Verne Saunderson and Allen Van
Cauwenberghe. At these annual meetings, the
membership approved recommended amend-
ments to our bylaws, branch expansion in
Brandon on the corner of 18th and Kirkcaldy,
as well as the purchase of WestProtect
Insurance Agencies as a wholly owned sub-
sidiary. Recent changes to Manitoba legislation
allowed the acquisition of insurance offices and
we are proud that Westoba was the first credit
union in the province to own a full service insur-
ance agency.



Also in March, at the regular board meeting, | was
honored to be reelected by the board as Chair.
Don Ramsey and Betty Turner were also elected
to the executive committee as Vice Chair and
Secretary respectively. Wayne MclLeod, our
President and CEO, and | were also elected as
district delegates to the Credit Union Central of
Manitoba. Finally, your board reviewed and
approved a formal business recovery plan which
provides detailed steps to be undertaken in the
event Westoba were to face a significant business
interruption which, could include but certainly not
be limited to, events such as fire, terrorism and/or
weather related situations to name a few.

In April, your board spent considerable time dis-
cussing our aging computer system and what
our next steps should be. Your board would
revisit this important issue again before year end.

In May, representatives of the board attended
the Canadian Conference of Credit Unions in
Saskatoon. Attendance at this annual confer-
ence continues to provide your board with edu-
cational opportunities and valuable insight into
national issues that affect our industry. Through
this national forum we also have the opportunity
to provide input into directions and initiatives of
the national credit union system.

In June, your board reviewed and approved the
final policies relative to the adoption of the
Standards of Sound Business Practices. As |
reported last year, this undertaking was a major
initiative based on guidelines provided by the
Credit Union Deposit Guarantee Corporation of
Manitoba. Westoba, in practice, followed the
majority of these guidelines but now has docu-
mented policies and procedures that create even
greater accountability than perhaps ever before,
which in our industry is always a good thing.

Directors’ Report

In July, your board and senior management held
its annual planning session. Initiatives and plans
reviewed and discussed included a Directors
Intranet Site, a Virtual Bank concept to be
known as Maxa Financial, development plans for
18th and Kirkcaldy in Brandon, expansion plans
to our 10th and Princess property, management
structures for the future and board succession
planning. Such long term planning is becoming
of ever greater importance in our business.

In the August, September and October meet-
ings, your board dealt with the normal course of
business including the setting of meeting dates
for 2006. Management also reported that the
credit union had committed $10,000 towards
the Special Olympic Summer Games to be host-
ed in Brandon in 2006.

In November, your board reviewed a recommen-
dation from management for a new data pro-
cessing system. This is a very important under-
taking that will allow us to ensure the delivery of
innovative products and services to our mem-
bers for years to come. We expect that a con-
version of systems will occur in 2007. We also
reviewed and approved recommended changes
to personnel policies to help ensure Westoba
recruits and retains top quality personnel to
deliver your financial services.

At our meeting in December, in anticipation of
solid financial results for 2005, your board
approved a 3.5% patronage allocation for 2005
and a 6% preferred share payment. It is most
rewarding as a director to be able to recognize
members for their commitment to this organiza-
tion by paying back some of the profits they help
create. Westoba Credit Union has eighteen
branch offices located in sixteen western
Manitoba communities. In nine of those commu-
nities we are the only full service financial institu-




Directors’ Report

tion with a physical branch presence. Your
support enables us to continue to deliver serv-
ices in communities where perhaps, if it were
not for Westoba, folks would have to drive
many miles to do their day to day banking.
Your support in choosing Westoba first will
help ensure we can continue to operate in
these smaller communities.

2005 was indeed a successful year and | want
to extend a special thank you to all Westoba
employees. Their dedication and hard work in
2005, no doubt, was a major contributor to
our success. We wouldn’t be the company we
are without the unique level of service provid-
ed by our dedicated professionals. We take
incredible pride in our staff who all hold an
exemplary set of values that guide how we
achieve our goals. Thank you!

This, my second year as your board chair, con-
tinues to be a rewarding experience. | would like
to thank the board members who have been
such a strong team and who truly represent the
best interests of the membership as a whole.

Members’ Equity

Total Assets

We now look forward to 2006. We believe the
year before us will continue to see a relatively
strong Canadian dollar, around the 85 cent
mark, which is a challenge for our export indus-
tries. We believe there will be an upward bias in
interest rates in the year ahead, perhaps a 50-
100 basis points increase in prime will occur as
the year progresses. Despite these and the
many, many other challenges we and our mem-
bers in all sectors of our economy may face in
the year ahead, we are confident Westoba will
remain strong and continue to be —

“First in our Community.”

Thank you.

Respectfully submitted on behalf of the Board,

Wayne Tomlinson
Board Chair




Management’s
Responsibility

To the Members of
Westoba Credit Union Limited:

Management is responsible for the preparation and
presentation of the accompanying consolidated finan-
cial statements, including responsibility for significant
accounting judgments and estimates in accordance
with Canadian generally accepted accounting princi-
ples and ensuring that all information in the annual
report is consistent with the statements. This respon-
sibility includes selecting appropriate accounting prin-
ciples and methods, and making decisions affecting
the measurement of transactions in which objective
judgment is required.

In discharging its responsibilities for the integrity and
fairess of the consolidated 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.

Auditors’ Report

To the Members of
Westoba Credit Union Limited:

We have audited the consolidated balance sheet of
Westoba Credit Union Limited as at December 31,
2005 and the consolidated statements of income and
retained earnings and cash flows for the year then
ended. These financial statements are the responsibil-
ity of the Credit Union’s management. Our responsi-
bility is to express an opinion on these financial state-
ments 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.

The Board of Directors and Audit Committee are
composed entirely of Directors who are neither man-
agement nor employees of the Credit Union. The
Board is responsible for overseeing management in
the performance of its financial reporting responsibili-
ties, and for approving the financial information includ-
ed in the annual report. The Board fulfills these
responsibilities by reviewing the financial information
prepared by management and discussing relevant
matters with management, internal auditors, and
external auditors. The Audit 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 mem-
bers to audit the consolidated 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
Audit Committee and management to discuss their
audit findings.
- . A -

. :-’{-)_,fmu_ LV_LL:J.E, 4
Wayne McLeod, CEO Bruce Kahler,
VP of Finance
January 26, 2006

An audit includes examining, on a test basis, evi-
dence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing
the accounting principles used and significant esti-
mates made by management, as well as evaluating
the overall financial statement presentation.

In our opinion, these consolidated financial state-
ments present fairly, in all material respects, the finan-
cial position of the Credit Union as at December 31,
2005 and the results of its operations and its cash
flows for the year then ended in accordance with
Canadian generally accepted accounting principles.

Chartered Accountants
Brandon, Manitoba
January 26, 2006
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Notes to the Consolidated Financial Statements

bursements related to the asset, less any rev-
enues or lease payments received. Foreclosed
assets are recorded in “other assets”.

Revenue recognition
Interest on loans is recorded as income on an
accrual basis except for loans which are con-
sidered impaired. When a loan becomes
impaired, recognition of the interest income
ceases when the carrying amount of the loan
(including accrued interest) exceeds the esti-
mated realizable amount of the underlying
security. The amount of initial impairment and
any subsequent changes are recorded
through the provision for doubtful loans as an
adjustment of the specific allowance.
Investment income is recognized as interest
is earned on interest-bearing investments and

when dividends are declared on preferred shares.

Other revenue is recognized as services
are provided to the members.

3. Investments and accrued interest

for the year ended December 31, 2005

Foreign currency translation
Transaction amounts denominated in foreign
currencies are translated into their Canadian
dollar equivalents at exchange rates prevailing
at the transaction dates. Carrying values of
monetary assets and liabilities reflect the
exchange rates at the balance sheet date.
Translation gains and losses are included in
current income.

Goodwill

Goodwill represents the excess of the pur-
chase amount of investment in subsidiary over
the proportionate share of the value of the
shares at the date of acquisition. For the year
ended December 31, 2005, goodwill additions
arising from acquisitions totalled $317,474.
The Credit Union has assessed the carrying
value of goodwill for possible impairment and
has determined that no such impairment
exists at December 31, 2005.

2005 2004

Credit Union Central of Manitoba
Term deposits 64,073,100 62,985,000
Shares 3,892,349 5,414,866

Other investments

Concentra Financial shares 452,158 452,159
68,417,607 68,852,025
Accrued interest 805,146 699,177
69,222,753 69,551,202
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Westoba Credit Union Ltd. Annual Report 2005

Notes to the Consolidated Financial Statements

for the year ended December 31, 2005

4. Member loans receivable and accrued interest

Principal and allowance by loan type 2005 2004
Principal Principal Allowance Allowance Net carrying ~ Net carrying
Performing Impaired Specific ~ Non-specific value value
Personal and other 62,013,917 395,223 608,000 268,133 61,533,007 = 53,399,193
Real estate secured 127,771,228 1,062,466 100,000 — 128,733,694 = 114,916,285
Commercial 155,864,076 131,863 1,216,000 52,432 154,727,507 | 140,704,174
Agriculture 110,454,049 1,547,064 1,216,327 219,108 110,565,678 | 105,513,801
456,103,270 3,136,616 3,140,327 539,673 455,559,886 | 414,533,453
Total allowance 3,680,000
Loan allowance details 2005 2004
Balance, beginning of year 3,412,000 2,869,000
Charge for loan impairment 409,414 621,029
3,821,414 3,490,029
Less accounts written off (141,414) (78,029)
Balance, end of year 3,680,000 3,412,000
5. Other assets
2005 2004
Accounts receivable 294,366 46,838
Prepaid expenses and deposits 934,308 398,314
Goodwill, net of accumulated amortization of $1,154,650 1,594,448 1,468,559
2,823,122 1,913,711
6. Property, plant and equipment
2005 2004
Accumulated Net Net
Cost  Amortization Book Value Book Value
Land 1,526,784 - 1,526,784 1,377,858
Automobiles 21,090 21,090 - -
Buildings 13,461,529 2,890,386 10,571,143 9,025,444
Computer equipment 1,917,829 1,630,470 287,359 325,454
Furniture and equipment 2,042,968 1,733,193 309,775 442,606
Leasehold improvements 221,463 128,069 93,394 130,612
Parking lot 11,501 9,570 1,931 1,931
Security equipment 403,913 328,514 75,399 98,739
19,607,077 6,741,292 12,865,785 | 11,402,644

Amortization expense recorded for the year ended December 31, 2005 totalled $680,483 (2004 — $697,536).



Notes to the Consolidated Financial Statements
for the year ended December 31, 2005

7. Central line of credit

The Credit Union has an approved borrowing limit of 10% of member deposits. Borrowings are
secured by an assignment, hypothecation, charge and pledge of all book debts and accounts to
Credit Union Central of Manitoba and bear an annual interest rate based on the Chartered Banks

overnight funds rate, with no fixed repayment date.

8. Member deposits and accrued interest

2005 2004

Chequing 137,349,993 119,831,377
Plan 24 25,404,469 = 23,355,229
Savings 27,954,299 = 26,557,332
NISA/CAIS 11,006,770 = 16,342,962
Term deposits 205,976,016 190,965,730
Registered retirement savings plan 59,774,298 | 58,523,509
Registered retirement income fund 33,522,305 = 30,183,958
Registered education savings plan 1,852,964 1,613,874
502,841,114 467,373,971

Accrued interest 5,859,171 5,823,632
508,700,285 473,197,603

9. Members’ equity and capital requirement

Section 21(1) of the Regulations to the Credit Unions and Caisses Populaires Act requires that the

Credit Union establish and maintain a level of capital as follows:

Equity not less than 5% of assets
Retained surplus not less than 3% of assets
Capital not less than 8% of the risk weighted value of assets

10. Member shares

2005

6.36%
4.32%
10.40%

2004

6.03%
3.98%
9.66%

Each member must purchase one common share. Each member of the Credit Union has one

vote, regardless of the number of shares that a member holds.
Authorized:

Common shares

Authorized common share capital consists of an unlimited number of surplus shares with an issue
price of $5 per share and redeemable in the amount of consideration received for the share.

continued on next page

G002 Hoday |enuuy Py UOIUN HPSID BOOISOAN



Westoba Credit Union Ltd. Annual Report 2005

Notes to the Consolidated Financial Statements
for the year ended December 31, 2005

10. Member shares (continued from previous page)

Preference shares

Authorized Class A non cumulative preference share capital consists of 1,000,000 preference
shares with an issue price per share of $10 with an aggregate consideration which shall not
exceed $10,000,000 and redeemable in the amount of consideration received for the share.
Dividends are payable at the discretion of the Board of Directors.

Surplus shares
Authorized surplus share capital consists of an unlimited number of surplus shares, with an issue
price per share of $1 and redeemable at $1 per share.

Issued: 2005 2004
29,771 Common shares (2004 — 29,742) 148,855 148,710
6,439,766 Surplus shares (2004 — 5,780,572) 6,439,766 5,780,572
331,093 Preference shares (2004 — 325,179) 3,310,931 3,251,790
Provision for issuance of preference shares 214,359 204,382
Provision for issuance of surplus shares 1,038,000 1,000,000

11,151,911 10,385,454

During the year, the Credit Union issued and redeemed the following:

Issued:
4,753 Common shares
972,366 Surplus shares
20,438 Preference shares

Redeemed:
4,724 Common shares
313,172 Surplus shares
14,524 Preference shares

11. Patronage refund

The Board of Directors have authorized a $1,038,000 patronage refund to be allocated to pur-
chase surplus shares for the members based on participation for the year ended December 31,
2005. Management has reflected this patronage refund in the 2005 financial statements with
member shares.

The patronage refund of $1,038,000 has been reflected in the income statement with related
tax savings of approximately $188,000 reflected in the current year's provision for income taxes.

12. Dividends on preference shares

During the year, the Board of Directors declared a dividend on preference shares in the amount of
$214,359. The amount, net of related tax savings of $38,841 has been reflected as a charge to
retained surplus.



Notes to the Consolidated Financial Statements
for the year ended December 31, 2005

13. Related party transactions

Directors, management and staff
Transactions with directors, committee members, management and staff are at terms and condi-
tions as set out in the loan policies of the Credit Union.

Payments made to directors for honouraria and per diems amounted to $31,788 (2004
$42,649), reimbursement of director expenses amounted to $11,005 (2004 $20,600) and direc-
tor meeting, training and conference costs amounted to $68,602 (2004 $52,970).

Credit Union Central of Manitoba
The Credit Union is @ member of the Credit Union Central of Manitoba, which acts as a deposito-
ry for surplus funds received from and loans made to credit unions. The Credit Union Central of
Manitoba also provides other services for a fee to the Credit Union and acts in an advisory capac-
ity. All transactions with Credit Union Central of Manitoba are recorded at the exchange amount,
which is the amount agreed to by the two parties.

Detalils of investments in Credit Union Central of Manitoba are shown in Note 3. Interest
earned on investments during the year amounted to $2,905,860 (2004 — $2,901,794).

Interest and charges paid on borrowings during the year ended December 31, 2005
amounted to $63,496 (2004 — $46,742).

Payment made to Credit Union Central of Manitoba during the year ended December 31,
2005 for affiliation dues, liquidity assessment, research and development assessment and cheque
clearing and data processing fees amounted to $1,324,720 (2004 — $1,252,672).

The Credit Union Deposit Guarantee Corporation
The Credit Union Deposit Guarantee Corporation is a deposit insurance corporation, which pro-
tects the savings and deposits of all credit union members in every credit union within Manitoba.
All transactions with Credit Union Deposit Guarantee Corporation are recorded at the exchange
amount, which is the amount agreed by the two parties.

Payment made to the Credit Union Deposit Guarantee Corporation during the year ended
December 31, 2005 represent the net statutory annual assessment in the amount of $472,811
(2004 — $339,239).

Celero Solutions

The Credit Union has entered into an agreement with Celero Solutions to provide the delivery of
banking system services and the maintenance of the infrastructure needed to ensure uninterrupt-
ed delivery of such services. Celero Solutions is a company formed as a joint venture by the
Credit Union Centrals of Alberta, Saskatchewan and Manitoba along with Concentra Financial and
Credit Union Electronic Transaction Services.
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