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W’ WORKERS' COMPENSATION BOARD
A/ 4

Northwest Territories and Nunavut

MISSION, VISION, VALUES

The mission, vision, and values are the foundation of the Workers” Compensation Board of the
Northwest Territories and Nunavut. They provide a framework for the strategic priorities and goals
developed by the Governance Council, and guide each employee’s daily activities and actions.

Mission

Promote workplace safety and care for injured workers.

Vision
To be recognized as a caring, efficient, and servicefocused organization
and a model and frusted pariner in workplace safety.

Values

Concern for People

* We demonstrate care and compassion in responding to our clients’
needs and to the communities we serve.

e When working with our clients, pariners, other stakeholders, and
each other, we do so with honesty, faimess, respect, sensitivity, and
timeliness, proactively and consistently.

Collaboration & Engagement

* We work with our pariners o achieve mutually beneficial outcomes.

Integrity

® We honour the commitments we make to our clients, our partners,
other stakeholders, and each other.

® We lead the adoption of and model the workplace safety standards
that we promote with employers and workers.

Transparency & Openness

e \We will be clear to our clients about how decisions are made and

the reasons for those decisions.




FORWARD

The Workers" Compensation Board of the Northwest Territories and Nunavut (WCB) produces and publishes
the Annual Report as a matter of record, pursuant to section 96 of the Financial Administration Acts of both
territories.

The Annual Report reflects on the business activities of the previous year. It is developed in correlation with
the WCB's Corporate Plan. The Annual Report verifies the WCB's performance and success in support of its
strategic priorities and goals outlined in the Corporate Plan.
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GOVERNANCE COUNCIL

The Governance Council operates in a manner consistent with the Workers” Compensation Acts and corporate governance
directives. It is the responsibility of the Council to oversee the conduct of business and management, while maintaining the

credibility and vitality of the Workers” Compensation Board as a corporation.
The Governance Council has the authority and mandate to:

e establish policies for the implementation of the Workers’ Compensation Acts;
* review and approve the programs and operafing policies of the Board;

e esfablish annual operating and capital budgets;

® ensure proper stewardship of the Accident Fund; and,

® enact bylaws and pass resolutions for the conduct of the business and affairs of the Board and the Governance

Council.

In fulfilling the obligation to provide effective oversight, the Governance Council will provide overall direction and monitor

the following areas of accountability:

e seffing the strategic direction;

° deve|oping and monitoring oversight and operating po|icies;
® succession planning;

e financial oversight and stewardship;

® performance management;

e risk identification and management;

* review and approval of material fransaction;

e communication with key stakeholders; and,

® governance oversight.

Chairperson
Denny Rodgers (Inuvik)
October 13, 2005 = October 12, 2007

Labour Representatives
Shona Barkley (Igaluit) Steve Petersen (Yellowknife)

June 1, 2006 — May 30, 2009 May 1, 2006 - April 30, 2008

Public Interest Representatives
George Kuksuk [Arviat) Willard Hagen (Inuvik)
May 31, 2004 — May 30, 2007 April 18, 2006 — November 14, 2006

Employer Representatives
4 William Aho (Yellowknife) Karin McDonald (Inuvik)
May 1, 2006 - April 30, 2008 October 15, 2004 — October 14, 2007




LETTER OF TRANSMITTAL

June 1, 2007

The Honourable Tony Whitford

Commissioner of the Northwest Territories

The Honourable Ann M. Hanson

Commissioner of Nunavut

The Honourable David Krutko

Northwest Territories Minister Responsible for the Workers’ Compensation Board

The Honourable Patterk Netser
Nunavut Minister Responsible for the Workers'" Compensation Board

In accordance with Subsection 96 of the Northwest Territories and Nunavut Workers” Compensation Acts, it is my pleasure
fo present the Annual Report of the Workers” Compensation Board for the year ending December 31, 2006, which
includes audited financial statements.

Accompanying the financial siatements is an actuarial opinion as fo the reasonableness of the future pension and future
claims liabilities, and the adequacy of the contingency reserve.

The 2006 Annual Report is a step above last year's standard. This report goes beyond the VWCB's responsibility for
financial reporting. It provides information about its key sfafistical results from 2006 and, for the first time, includes the
Governance Council's Balanced Scorecard results. These results explain the VWCB's progress and success in regards to
specific performance measures. By including the Balanced Scorecard results within the annual report, we will be able to
connect the past year's results and project the VWCB's goals into the future.

| commend the work of the Governance Council, staff, and management of the Workers’ Compensation Board. Your effort
is proof that northern employers and workers are well served by this organization.

Yours fruly,

Denny Rodgers, Chairperson
Workers' Compensation Board of the Northwest Territories and Nunavut

Al
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FROM THE OFFICE OF THE INTERIM PRESIDENT

The 2006 Annual Report reflects the Workers' Compensation Board of the Northwest Territories and Nunavut's (VWCB)

commitment to improving our customer service and communication to ensure greater accountability and openness.

2006 was characterized by reflection and preparation. The performance audit from the Office of the Auditor General
of Canada [OAG) provided the WCB with the opportunity to participate in a learning experience. At the WCB, we
were able to reflect on and examine our services, daily operations, and accountability structures. As Interim President,
| am pleased to share that our organization successfully responded to all 26 recommendations from the OAG. These
recommendations addressed the need for the WCB and its Governance Council fo be clearer about the WCB's
accountability o its stakeholders, including the Ministers and Legislative Assemblies. Our Action Plan was accepted by
the Governance Council in September 2006, and by the time it was filed with the Ministers responsible, many of the
recommendations were already being implemented or in the process of development within VWWCB operations.

This year, we have expanded the Annual Report to go beyond our financial statements and measures of success. You will
nofice that, like last year, it does include our 2006 statistical data and yearly review, but for the first time, we have also
included our Balanced Scorecard results. These results examine, in detail, the importance, targets, performance highlights,
programs, and strategies of each performance measure. We hope by sharing these results, the VWCB can better illustrate
the links between our strategic priorities and organizational goals with our mission, vision, and values, and provide greater
accountability fo our stakeholders.

In 2006, the WCB also prepared for the completion of the Phase Il Legislative Amendments. A final draft of the new
Workers" Compensation Act has been completed. The legislation was wholly rewritten in clearer language and in a more
userfriendly sequence. In 2007, the legislation will be tabled in both the Northwest Territories and Nunavut legislatures.
We believe the adoption of our new legislation will be a positive step toward improving our services and communication
with our clients.

Implementation of the Safe Advantage program is scheduled for 2008. The infroduction of a new rate sefting and employer
classification system in early 2006 was the first of many steps to prepare for ifs launch. The WCB is very excited about this
program, and about the faimess and accountability it will reflect. We are confident that Safe Advantage will change the
workplace safety culture in the north.

| am pleased fo infroduce the 2006 Annual Report. At the WCB, we confinue to improve the way we do business. We
hope our continued fransition conveys our commitment fo our stakeholders, and to the workers, and employers of the north,
as we continue fo work fogether, build partnerships, and create safer tomorrows. | look forward to working with you as we
move toward the future, and toward accomplishing our Mission — Promote workplace safety and care for injured workers.

John Doyle, Interim President

Workers’ Compensation Board of the Northwest Territories and Nunavut




2006 STATISTICAL DATA

Territorial Demographics

(Source: Statistics Canadal)

NWT Nunavut Total
Population 41,929 30,850 72,779
Labour Force 23,700 9,700*
Number Employed 21,973 11,528 33,501
Average weekly earnings $072.56 $882.33 $941.53
*Limited to the 10 largest communities in Nunavut
[about 70% of the working-age population)
Claimants: 2004 2005 2006
Number of claims reported 3,069 3,321 3,290
Number of claims established 2,615 2,817 2,862
Number of lost time compensated claims 817 950 Q08
Number of work related fatalities 5 10 8
Number of new pensions 116 19 87
Average composite duration of time loss claims 52.1 Days 43.6 Days 30.6 Days
Employers: 2004 2005 2006
Total Number of Assessable Employers 4,171 3,727 3,649
Number of industry classes 8 8 8
Number of rate groups 29 2925
Number of employers requesting additional optional coverage 747 570 52
Lost Time Injury Rate: 2004 2005 2006
The lost time injury frequency (LTI] is defined as the number of
lost time compensated injuries per 100 workers.
Lost Time Injury Frequency 2.33 2.74 2.71
Financial Indicators: 2004 2005 2006
Maximum annual insurable earnings [YMIR) $66,500 $66,500 $67,500
Assessable Payroll (in millions) $1,571.6 $1,741.5 $1,830.6
Average provisional undiscounted assessment rate
per $100 assessable payroll $2.39 $2.06 $1.87
Average provisional discounted assessment rate
per $100 assessable payroll $1.91 $1.87 $1.87

(20% Discount)

(10% Discount)

[Discount phased out)

Actual average assessment rate per $100 assessable payroll

$1.82

$1.96

$2.00

Percentage funded (including reserves)

116%

128%

132%
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YEAR AT A GLANCE

Mission, Vision, and Values

In November 20006, the Governance Council approved new Mission, Vision, and Values statements for

the WCB. The new statements reflect the changing northern workplace and the WCR's increasing focus on
workplace safety and injury prevention. The Mission, Vision, and Values are the foundation of the VWWCB. They
provide a framework for strategic priorities and goals. The Values are lived by staff, and the Mission and Vision
guide their activities and actions every day.

OAG/AOC Recommendations

In June 2006, the Office of the Auditor General of Canada [(OAG) presented its Report on the Workers'
Compensation Board of the Northwest Territories and Nunavut. The performance audit focused on three key
areas: governance, the claims and appeals process, and communication. Specifically, the report examined:
the Board's governance structure, the Governance Council's oversight of the direction and management of
the Board, the relationship between management and the Governance Council, the relationship between the
Board and stakeholders, and the clarity of these roles and relationships for stakeholders.

The WCB was pleased with the OAG's Report, and feels that it reflects positively on the organization. The
organization also recognized that the report identified key areas for improvement. As a result, the WCB
developed an exfensive action plan to address all 26 recommendations highlighted in the OAG's Report. The
WCB met its commitment to have the action plan approved by the Governance Council in September 2006.
It also met the objective of providing the plan to the Accountability and Oversight Committee by the end of the
year, along with the Communications Protocol.

Prior to the Governance Council's approval of the actfion plan in September 2006, many of the
recommendations were already being implemented or in process of development within WWCB operations. The
new legislation will also address some of the issues raised by the OAG, such as conflicting medical opinions.
In the future, the WCB will be leveraging technology to address some recommendations around taping
telephone calls to assess and improve customer service, as well as utilizing video conferencing to confact
claimants who no longer reside in the ferritories.

Customer Service

CAAPS

In 20006, the WCB saw this large-scale project in its final development stages. Testing of and training for the
Compensation, Assessment, and Pensions System (CAAPS) involved staff from every division, as the WWCB
prepared for phase Il implementation. CAAPS was designed to provide a faster, more efficient response to
staff, and to better manage claims data. Although implementation was scheduled for December 2006, CAAPS

will go live in January 2007, and will be used by staff to better meet the needs of clients.




Performance Management

2006 marked the first full year of the WCB's new competency-based performance management system.

This competency-based model was adopted to meet the WCB's priority fo be an efficient and adaptive
organization. The adoption of this model allows the organization to evaluate staff performance in accordance
with its Mission, Vision, and Values, and targefs fraining requirements such as customer service. Staff
performance is crucial fo providing excellent service, as well as the overall success of the organization.

Legislative Amendments

The WCB, the Departments of Justice, and a private draffer completed the bulk of the work on the “Phase II”
amendments to revise the Workers' Compensation Acts in 2006. The Bills will be infroduced in early 2007 in
both the Northwest Territories and Nunavut legislatures. They are expected to come info force in 2008.

The completion of the legislative amendments is the culmination of a project that began in 2001 with the Act
Now report commissioned by the Ministers responsible for the VWWCB. Amendments were made fo include
modern concepts, clarify entilement to compensation, and make the Acts more user-friendly for stakeholders.

Building Partnerships

The WCB has developed strong partnerships with St. John Ambulance, Skills Canada, the Northwest Territories
and Nunavut Chambers of Commerce, and both Territorial Governments.

The WCB partnered with St. John Ambulance to provide first aid fraining for companies in the Northwest
Territories and Nunavut. To ensure northern workers receive the necessary fraining fo work safely, the VWCB
has set aside funding for fraining available through St. John Ambulance. Employers can apply for subsidized
fraining, or for employees to participate in a publicly-offered St. John Ambulance course.

The WCB is a proud supporter of Skills Canada and of their partnership in educating youth about workplace
safety. The WCB was pleased to congratulate Peter Boggis of Yellowknife on winning the Gold Medal in
Workplace Safety at the Skills Canada 12th National Competition, held in Halifax, Nova Scotia, May 23-26,
2006.

The WCB intends to build upon its already established relationships. Aside from building partnerships with
local and territorial organizations, the WCB also participates in various national initiatives, such as the
National Day of Mourning and North American Occupational Safety and Health (NAOSH) Week, to help
spread the message of safety and demonstrate its commitment to ensuring workers refurn home safely every
day.

In November 20006, the Governance Council approved a pilot project and partnership with the Northwest
Territories Construction Association (NTCA) to create a joint safety association, the Northern Construction
Safety Association (NCSA. This partnership will focus on reducing workplace injuries by showing employers
how fo properly manage their health and safety risks. It will provide the WCB with an opportunity to build
relationships with northern employers, and to break down barriers to communication and participation.
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Safety Awareness

Mine Safety

The Mine Safety unit provides services to both Northwest Territories and Nunavut Operations. In 20006, it
confinued fo provide services fo the employers and workers in the mining industry. The Mine Safety unit is first
and foremost responsible for the permitting and authorization of all mine designs and construction, including
airstrips, water supply and distribution, and other related infrastructure. Some 250 permits and written
authorizations were issued in 2006.

Mine Safety services also include ongoing compliance monitoring and safety inspections of active producing
mines, mines under construction, exploration sites, reclamation sites, quarries, and all work related to the use of
explosives. In 2006, Mines Inspectors conducted 114 mine site inspections.

Mine Rescue
The 40th Annual Territorial Mine Rescue Competition was held in Yellowknife on June @-10, 2006. The

competition was divided info seven separate tasks, and had five competing feams.

BHP Billiton Diamonds — Ekati Mine — Northwest Territories was declared the Overall Underground Winner.
Tahera Diamond Corporation — Jericho Mine — Nunavut was declared the Overall Surface Winner. Both
BHP and Tahera will represent the Northwest Territories and Nunavut at the VWestern Regional Mine Rescue
Competition, to be held in Fernie, British Columbia, in September 2007 .

Education

The WCB offers numerous training courses throughout the year. These are an important component of safety
education. The courses are intended fo provide northern workers and employers with the means to create safe
work environmenfs. The total number of courses delivered in 2006 was 197.

The training courses offered in 2006 included:

® Due Diligence for Volunteer Responders

e Incident and Accident Investigation

e Indoor Air Quality

¢ Infernal Responsibility System

e Occupational Health and Safety (OH&S) Committees

e Safety Awareness

*  Workplace Hazardous Materials Information System (WHMIS)

e Workplace Hazardous Materials Information System (WHMIS) Instructor
*  Workplace Safety

1,979 workers were trained in 2006, this was 14% (245 workers) higher than in 2005.
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Prevention Services

Ongoing compliance monitoring and safety inspections are a crucial part of the WCB's prevention services.
Inspections are conducted to ensure compliance of the Safety Acts and General Safety Regulations, as well as
the Mine Health and Safety Acts, of the Northwest Territories and Nunavut. The overall number of worksites
visited across the Northwest Territories and Nunavut in 2006 was 1,273,

Social Marketing

In 2006, the WCB infroduced a new series of marketing advertisements that focused on social marketing
strategies. "A minute can mean a lifetime” captured the infent of the campaign: to fouch the personal lives of
workers involved in workplace accidents. The ads demonstrated that workplace injuries affect more than the
worker, and have life altering consequences. They also showcased the WCB's increased focus on creatfing a
workplace safety culture. In late 2006, these advertisements were developed into television commercials; these
will begin to air on northern news stations in early 2007

Legal Services

Fraud

The WCB and the Crown pursued criminal charges against a worker who committed fraud against the WCB
by accepting benefits for total disability while he was working. The cost to the WCB in fraudulent benefits was
approximately $90,000.

An investigation revealed an employer was underreporting its payroll to a significant degree. After sharing
results of the invesfigation with the employer, payroll estimates were revised fo include approximately
$400,000 of previously unreported payroll.

The Investigations unit worked with Communications and Information to develop a series of brochures to
raise awareness about the types and consequences of fraud committed against the WWCB, and to encourage
stakeholders to partner with the WCB tfo prevent fraud.

Legal Action

The WCB received and responded to a complaint under the Human Rights Act, which led to the first
adjudication panel of the Human Rights Commission in the NWT. The issue was whether the WCB policy
fo exclude a worker's Employment Insurance receipts from the calculation of remuneration amounts fo
discrimination on the basis of “social condition.” A decision is expected soon.

The WCB began proceedings, requesting the Supreme Court decide whether jurisdiction for Occupational
Health and Safety (OH&S| matters at the Colomac Mine Reclamation project lies with the WCB or with Human
Resources and Social Development Canada (HRSDC) in its capacity as regulator of OH&S for federally
regulated employers.

11
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Employer Services

In 2006, a new rate setting and employer classification system was infroduced. This completed Phase | of the
implementation of the WCB's new Safe Advantage program, scheduled for roll out in 2007

Safe Advantage encourages larger employers to improve and mainfain good levels of safety in their
workplaces. This program aims to achieve a greater sense of fairmess and accountability by providing
significant financial incentives for employers to maintain and improve safety cultures and return to work
practices. 2006 focused on defining criteria and standards for employers, developing rules and policies,
preparing internal WCB systems, and analyzing claims sfatistics and costs. In 2006, the WCB also initiated
external consultation with stakeholders, held meetings and discussions with employers who will be affected by
Safe Advantage, and targeted workplace inspections.

Claims Volume
In 2006, 3290 potential claims were reported to the WCB. Of those reported, 8 were fatalities and 908

were time loss claims.

The total number of time loss claims decreased by 4% (42 claims), while registered claims decreased by 1%
(31 claims).

As a percentage of reported claims, the 2006 claim denial rate was 7%, down 1% compared to 2005.

Natural Resource Exploration and Development

Mining continues fo be one of the cornersfones of the Northwest Territories” economy, and is positioned
to become even more important in Nunavut. In 20006, there were three operating mines in the Northwest
Territories with another nearing completion, and one mine operating in Nunavut.

Exploration activity in both Nunavut and the Northwest Territories increased during 2006, particularly in
Nunavut. There were over 60 camps in operation at some fime during the year. Much of the exploration
activity focused on diamonds or precious metals. However, there are also programs targefing base metals, iron
ores, and uranium, which could position Nunavut as having the biggest mining operations the north has ever
seen.

With continued exploration activity in the Beaufort Delta due to the proposed Mackenzie Gas Project, the
WCB continues to maintain an office in Inuvik, so that a safety officer is readily available for inspections and
occupational health and safety education matters.




BALANCED SCORECARD RESULTS

The Governance Council of the Workers” Compensation Board of the Northwest Territories and Nunavut
(WCB has established four key priorities fo guide the organization. These priorities are specific to the WCB's
customers, financial results, organizational excellence, and governance. Iis priorities are further broken down
info eight specific goals:

1. Well trained, safety-conscious workers.

2. Healthy and safe workplaces in the Northwest Territories and Nunavut.
3. Benefits provided are fair to workers and affordable to employers.

4. Stewardship of the Accident Fund.

5. Timely, professional, clientfocused services.

6. Competent and capable people.

7. Moden, effective, and comprehensive legislation.

8. Highly capable and informed directors.

To evaluate the success of each goal, the WCB uses a set of performance measures and targets that allow the
organization fo benchmark its progress from year to year. The priorities, goals, and performance measures of
the Workers' Compensation Board of the Northwest Territories and Nunavut are directly linked to its Mission,
Vision, and Values. They provide a foundation for performance measurement, and guide annual planning and
decision making at all levels within the organization.

To develop a more comprehensive picture of its operations, the WCB has decided to report beyond financial
measures by including the Governance Council’s Balanced Scorecard results. Of the many performance
indicators used by the WCB, 8 have been identified as the most crucial fo the fulfillment of the WCR's strategic
priorities and goals. The performance measures highlighted within this report are: lost time injury frequency, the
average provisional assessment rate, the Year's Maximum Insurable Remuneration (YMRR), time to first payment,
percentage of claims upheld through the appeals process, policy review reporting, and consultation strategy.

The 8 performance measures highlighted within this report demonstrate the VWWCB's commitment to balanced
scorecard reporting, fransparency, and openness. By illustrating the connection between its Mission, Vision,
and Values, and the strategic priorities and performance measures, the WCB's reporting tools will reflect on the
past year and project into the future.

13
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PERFORMANCE MEASUREMENTS

Lost Time Injury Frequency

Importance

The lost time injury frequency measures the risk of workplace injury for workers in ferms of the proportion of
workers who suffer a lost time work injury. It represents the number of new lost time injury claims per 100
workers. This measure connects directly with the WCB's first goal - Well trained, safety- conscious workers.
The individual worker plays a vital role in creating a progressive workplace safety culture. Analysis of

this performance indicator is crucial to understanding injury prevention and fo the promotion of safe work
environments.

Setting Targets

The WCB is committed to ensuring safety is a priority for employers, workers, and its stakeholders in the
Northwest Territories and Nunavut. In 2006, the WCB targeted a downward trend in injury frequency. A
downward trend would indicate that training practices and safety programs are operating with success, and
have a positive impact on northern workers and their safety practices.

Performance Highlights

The 2006 frequency rate of time loss injuries in Nunavut (2.52) was 9% lower than in 2005, the NWT
frequency rate (2.81) was 3% higher. The combined 2006 frequency rate (2.7 1) was 1% lower than the
2005 rate.

Lost Time Injury Frequency Rates by Territory

2004 2005 2006
NWT/NU Combined 2.33 2.74 2.71
NWT 2.38 2.74 2.81
Nunavut 2.31 2.78 2.52
National Average 2.61 2.56 Not Yet Available
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Programs and Strategies

To ensure safety standards are being met, the WCB continues to monitor and visit worksites. VWorksite visits are
conducted on a regular or asneeded basis, such as when new safety programs are being initiated or safety

concerns need to be addressed. In 2006, the WCB visited 1,273 worksites.

The WCB offers numerous training courses throughout the year. They are an important component of safety
education, and aim fo provide safe workplaces fo northern workers and employers. In 20006, the total number
of courses delivered was 197. The overall number of workers trained in 2006 was 1,979, 14% (245
workers) higher than in 2005.

First aid training is available through St. John Ambulance, which has parinered with the VWWCB. Through this
partnership, the WCB can cover the costs of training for companies in the Northwest Territories and Nunavut.
Employers can apply for subsidized fraining, or for employees to participate in a publicly-offered St. John
Ambulance course. To apply, employers need to complete a WCB application form, available from St. John
Ambulance.

On the Horizon

The WCB has partnered with the Northwest Territories Construction Association (NTCA) in developing

the Northern Construction Safety Association [NCSA). This partnership will provide further opportunities to
reach workers and employers in the NT and NU. This pilot project aims to reduce workplace injuries by
showing employers how to properly manage their safety and health risks. The NCSA will open the doors of
communication between employers, workers, and the WCB, as well as ensure the safety message is being
shared.

Go Safe, set to launch in 2007, targets small businesses and provides assistance in developing Occupational
Health and Safety programs for their companies. It will provide employers with the freedom to develop safety
goals unique to their workplaces and to develop their own safety identities with the help of the WCB.

2006 Annual Report
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Average Provisional Assessment Rate

Importance

The average provisional assessment rafe is of great importance fo the WCB's stakeholders and employers

of the Northwest Territories and Nunavut, and is directly connected fo its goal —Benefits provided are fair to
workers and affordable to employers. Assessment rates are used to calculate an employer’s annual premium.
The average provisional assessment rate represents what the average employer pays per $100 of assessable
payroll. This measure is compared to both the WCB's previous year's average and nationally to other boards’
average assessment rates.

Setting Targets

The targeted average provisional assessment rate for 2006 was $1.80, with a subsequent target of no
increase over two years.

Performance Highlights

Although the WCRB was unable to achieve an average provisional assessment rate of $1.80, there was no
increase in its average assessment rate between 2005 and 2006. The average provisional assessment rate
was the fourth lowest in the country and $0.25 lower than the national average of $2.12. This demonstrates
the WCB's sincere commitment fo providing fair and affordable benefits.

2000 2001 2002 |[2003 |2004 2005 |[2006
NWT/NU $1.05 $1.00 $1.18 $1.60 $1.91 $1.87 $1.87
National Average $1.85 $1.84 $1.93 $2.05 $2.15 $2.15 $2.12
4 Provisional Average Assessment Rate A
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Programs and Strategies

In October 2004, the Governance Council approved changes to the rate setting and employer classification
system; this took effect in January 2006. The approved changes improve the responsiveness of assessment
rates to claims experience. Employer assessment rates are now calculated based on claims costs over a five-
year period, instead of their lifetime records. Employers will nofice improvements to their assessment rates as o
result of improved injury records.

The number of employer subclasses was reduced to 25 in 2006. With a reduced number of subclasses, the
WCB hopes to see more stable assessment rates. The VWCB also infroduced a periodic review of claims costs
and risks to defermine if individual employers sfill fit within their designated subclasses. This review will ensure
that employers' assessment rates are being calculated properly.

In 20006, an internal audit was conducted on the administration of pensions, the process of entitling claims,
and the operation of the Review Committee. These audits are a part of the 2006 Annual Infernal Audit
Performance Report. Infernal audits are conducted to provide WCB management and the Governance Council
with an assessment of WCB operations and recommendations for improvements. This monitoring function helps
ensure divisions within the organization are working as intended by the President and the Governance Council.
In addition fo internal audits, the WCB also has an Evaluation Plan that looks specifically at its policies and
programs to ensure they are effective and efficient. Both the Infernal Audit Plan and Evaluation Plan act as an
independent assessment of the VWCB's operations to ensure it is properly administering the Act in an efficient
manner, so it can continue to provide fair and affordable benefits.

On the Horizon

The Safe Advantage program will be introduced in 2008. It targets large businesses and complements the
new rate seffing and classification system. Safe Advantage is a merit/demerit program that will offer incentives
fo improve workplace safety, and early and safe return to work programs. It rewards employers with proven
superior safety and refurn to work practices and results. Conversely, employers with poor safety and return

fo work practices and results will be penalized. Safe Advantage provides significant financial incentives for
employers fo mainfain and improve safety and return to work practices. SAFETY PAYSI

Looking Ahead to 2007

The 2007 average provisional assessment rate decreased to $1.71.

17
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Year’s Maximum Insurable Remuneration (YMIR)

Importance

The YMRR establishes a ceiling for calculating a worker’s compensation benefits and employers’ assessable
payrolls. If serious incidents do occur, the YMIR protects employers when calculating the injured worker's
wage compensation. It prevents high fluctuations in assessment rates. Therefore, the YMIR assists the VWCB in
achieving ifs goal — Benefits provided are fair to workers and affordable to employers.

Setting Targets

The WCB's target for this performance measure is the full replacement of compensation to a band of 70-80%
for the Northwest Territories and Nunavut workforce.

Performance Highlights
The 2006 YMIR was the third highest in Canada. It increased from $66,500 in 2005 to $67,500 in 2006,

and covered full replacement of compensation to 80% of the Northwest Territories and Nunavut workforce.
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Programs and Strategies

The YMRR is reviewed and set annually by the Governance Council. During the annual review, the following
factors are considered:

e the distribution of NWT and Nunavut workers’ salaries across industry sectors;

e changes in the industrial base and employers’ ability to pay premiums; and

e the Consumer Price Index and the average industrial wage.

Looking Ahead to 2007

In 2007, YMR increased to $69,200 and covers full replacement of compensation for 80% of the Northwest
Territories and Nunavut workforce.




Percentage Funded

Importance

The WCB's Funded Position represents the value of the Accident Fund divided by the organization’s future
liabilities.

The Accident Fund is the total amount of invested assessment revenue, reserves, and investment income [or
losses). Future costs for all claims in the current year and prior years are considered future liabilities against the
value of the Accident Fund.

When the funded position is too low (below 100%), the burden of covering future liabilities transfers to future
generations of employers, which means they will have to pay higher assessment rates to cover the difference.
Proper stewardship of the Accident Fund ensures the WCB can maintain fair and offordable benefits.

Setting Targets

The Governance Council sef a target range of 108% to 120% funded. Sefting the funded position in this range
strengthens reserves and cushions the impact of volatile investment returns. It also provides the opportunity fo
stabilize future assessment rates and invest in occupational health and safety.

Performance Highlights

At the end of 20006, the WCB was 132% funded, which was higher than the target range of 108% to 120%
funded.

The increase in the funded position was driven by increases in overall payroll and investment income. Both
exceeded 2006 forecast levels. Also, administration and claims costs for current compensation and pension
payments for prior years’ claims were lower than expected. The WCB's funded position is influenced by a
wide range of external factors, including: economic growth, interest rates, inflation, and severity of injuries.

The Governance Council will discuss options to reduce the funded position while maintaining the stability of the
Accident Fund and allowing for volatility of the investment market.

Programs and Strategies

The Governance Council approved Policy 02.07- Mega Project Assessments, a policy that allows the WCB
fo identify mega-projects that may be a risk to the Accident Fund. The Policy includes a mandate to negotiate
with project development companies leading a mega-project, for the purpose of entering into special financial
arrangements that will ensure the claims costs associated with the project are completely covered by the
development company.

The intent of the Policy is fo protect longferm employers from the impact of possible spikes in injury rates and
claims costs associated with large scale projects that are only in the north for a short period of time. In 20006,
the WCB began negotiations in relafion fo the Mackenzie Valley Natural Gas Pipeline Project to ensure the

appropriate assessment rafe is developed.
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The WCB has a moderate to conservative investment strategy. lts investment objectives are:

® io achieve a longterm rate of return, given the level of risk deemed appropriate by the Governance
Council, which is sufficient fo pay Plan benefits and administrative costs; and,

® io achieve a longterm rate of return that provides for assessment rates that are reasonable and
predictable given the Plan benefits.

These objectives are established to ensure Governance Council members involved in the management of the
Accident Fund understand the goals and direction of the fund, and assist them in maintaining longterm focus
and stability during times of turbulent investment markets.

On the Horizon

The WCB is funded entirely by employers. Assessment revenues, in excess of current expenses, are invested in
the stock market to pay the future costs of past injuries. The Governance Council acts as the fiduciary of these

funds. Through prudent investment management and performance monitoring, the Governance Council ensures
the sustainability of workers” compensation in the Northwest Territories and Nunavut.

Related to a strong financial position and investment objectives of achieving longterm rates of return that are
both stable and sufficient to cover Plan benefits; the Governance Council requested an Asset Liability Study of
the investment fund in the summer of 2006. In September 2006, the Governance Council approved a new
asset mix that will have lower risk (i.e. return volatility] while providing similar returns as the existing asset mix.
Broadly speaking, returns should be similar due to the inclusion of new asset classes with lower expected return
(i.e. real estate and mortgages) and those with a higher expected return (i.e. Canadian and US small /mid
cap equities). Risk will be reduced primarily through the inclusion of more asset classes (broader diversification)
and further reduced with the inclusion of mortgages and real estate which generally have lower return volatility.
These changes will be fully implemented in 2007 .




Time to First Payment

Importance

The WCB strives to continually improve ifs services fo workers, employers, and stakeholders of the Northwest
Territories and Nunavut. It is extremely important that its clients” needs are met in a timely manner. The WCB's
organizational excellence rests in the hands of its employees and their ability to provide, and achieve, the
WCB's goal — Timely, professional, clientfocused services.

Setting Targets

Workers who suffer a time loss injury are under a great deal of stress. Their first priority is getting the
appropriate medical attention. Their second priority is making sure their financial and family security is not
compromised. The WCB fully recognizes the need for financial security, and is committed to making sure
injured workers receive their wage compensation as quickly as possible.

The target, set by the Governance Council, is that a minimum of 75% of injured workers receive their first
compensation payment within 25 days from the day their time loss claims were registered.

Performance Highlights

The WCB has shown continual improvement in this performance measure. In 2006, 73% of workers who had
time loss claims received their first compensation payments within 25 days. Through continued monitoring,
fraining, and improved systems, the WCB is working toward reaching and exceeding this target.
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Programs and Strategies

In 2006, $260,000 was spent on training. Training initiatives focused on improving customer service and
developing the skills of WCB frontline employees, who are the first point of contact with clients.

2006 marked the first full year of the WCB's new Performance Management system. Employees are
assessed based on organization-wide competencies that stem from the WCB's Mission, Vision, and Values.
Employees are encouraged fo sef goals within their Individual Action Plans and discuss benchmarks for their
accomplishments. A commonly used benchmark is time fo first payment.

On the Horizon

The WCB's new processing system, Compensation, Assessment, and Pensions System (CAAPS) was in its final
stages of development during most of 2006. CAAPS is an infegrated Assessment, Claims, and Prevention
system. Although most festing and preparation occurred in 2006, the system will go live in January 2007
CAAPS is an internal system; it will assist in providing better customer service, and will also allow the WCB to
meet future needs, including E-business.




Reviews/Appeals Upheld and Overturned

Importance

WCB employees make hundreds of decisions on compensation, rehabilitation, and assessment matters every
working day. In 2006, 3,290 claims went through the adjudication process, and 3,649 employers were
assessed. The underlying goal is fo arrive at the “right” decision by weighing evidence in a consistent manner
and ensuring compliance with the Workers” Compensation Acts and WCB policy.

The vast majority of decisions made by the VWCB are accepted by all parties; however, workers and employers
have the right to appeal any decision the VWCB has made. There are two levels of appeal available to workers
and employers. The first level is the WCB Review Committee, which operates internally. The second level is the
external Appeals Tribunal, which is independent from the WCB.

Both the Review Committee and the Appeals Tribunal are important parts of the adjudication process. Their
findings provide an indicator of the overall quality of VWWCB decisions, and may highlight the need for policy
review, employee training, and/or improved stakeholder communication

The WCB tracks the number of reviews and appeals upheld or overturned at each level. (Some outcomes will
"vary,” as the review or appeal may involve more than one issue with differing outcomes.

Setting Targets

In 2006, the Governance Council directed the WCB to collect baseline data on the number of reviews and
appeals upheld or overturned. This data will be used to sef future targets.

While an overall review or appeal rate of zero would be ideal, that objective is not practical based on

the current realities of staffing, claim complexity, and claim volume. Therefore, a practical range for upheld
and overturned decisions will be established. The target will take into account that outcomes of reviews and
appeals may be decided differently by virtue of new information or a reweighing of existing information, which
is part of the process and not necessarily indicative of erroneous decision making.

Performance Highlights

In 2006, the Review Committee received 96 requests for review and completed 92. Of the 92 reviews
completed, 73 (79%) upheld the original decision, 15 (16%] reversed the decision, and 4 varied in outcome.
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The Appeals Tribunal received 19 appeals and heard 12 appeals in 2006. Of the 12 appeals completed, 8
(67%) upheld the original decision, and 4 (33%) reversed the decision.

Delays can be attributed to external factors, including: the availability of the partfime tribunal members
appointed by the Minister, scheduling conflicts with appellants, and delays in receiving additional medical
opinions. The Appeals Tribunal is committed fo resolving appeals in a timely manner. All appeals are heard in
the order they are received, and hearings are scheduled as soon as possible.
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Looking Ahead to 2007

In 2007, the Appeals Tribunal will be moving to a new location, separate from WCB headquarters in
Yellowknife.

24




Policy Review Reporting

Importance

This performance measure stems from our goal — Modern, effective, and comprehensive legislation and
related policies. The northern work environment is continually changing and, like other organizations, the
WCB must be efficient and adaptive. The Governance Council shows its commitment to this goal through the
approval of the Comprehensive Policy Review Plan, which sets out the VWWCB's schedule of policy review. The
Comprehensive Policy Review Plan ensures that policies:

e are reviewed at least every three years;
* are compliant with legislation and regulations; and
e reflect current knowledge and practice.

This ensures that our policies and practices remain upto-date and maintain their effectiveness.

Setting Targets

WCB policy review reporting summarizes which policies have been revised, drafted, and/or approved

within the reporting period. The Comprehensive Policy Review Plan provides the framework of WCB policies,
directives, and other policy related documents requiring review and/or consultation, and sets out the proposed
schedule for the following three years. The current review schedule spans from 2006 to 2008.

Performance Highlights

In 2006, the Governance Council approved the development and/or revisions to five WCB policies: three
related to the provision of vocational rehabilitation services; one outlining services provided for severely injured
workers; and one dealing with coverage for workers in remote camps. In addition, two directives related

fo Governance Council travel and remuneration were revised and approved. The Northwest Territories and
Nunavut Permanent Impairment Rating Guide was also revised to reflect current medical practice related to
hearing loss. An index was created and implemented for the WCB Policy Manual. Research and development
began on three policies outlining the new Safe Advantage program, which will be implemented in 2008.

The WCB also began its pilot phase of the external consultation model adopted in late 2005. Consultation on
two issues, vocational rehabilitation and pain disorders, were undertaken and completed in 2006.

Programs and Strategies

All WCB policies are reviewed according to the priority set by the Governance Council. Priority is defermined
by the policy’s relative importance to the WCB and the urgency to its operations. The Governance Councll
reviews the Comprehensive Policy Review Plan bi-annually, setting its priorities for the coming three years.
These priorities may be revised as required throughout the scheduled period.

Policies that are new, require updating or substantive changes, are consequences of legislative amendment,
and/or have high importance with stakeholders will achieve higher priority. To ensure cohesive application
and consistency, policies with the same or similar subject areas are grouped and reviewed together.
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On the Horizon

Proposed Phase Il Legislative Amendments were completed in 2006. The WCB expects these amendments
will be passed by both the Northwest Territories and Nunavut legislative Assemblies in June 2007, with full
implementation of the new Workers' Compensation Acts in 2008. Policy revisions required to support these
legislative amendments will be the primary focus of the Comprehensive Policy Review Plan upon approval.

The WCB will confinue to enhance ifs external consultation process in 2007, with further consultations planned
on services provided to workers with severe injuries and policies supporting the new Safe Advantage program,

which will be implemented in 2008.
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Consultation Strategy

Importance
In its June 2006 performance audit report, the Office of the Auditor General of Canada (OAG) recommended

the WCB Governance Council monitor its newly adopted approach to consultation and regularly seek input
from its stakeholders on confroversial issues and ongoing policy development.

Consultation ensures stakeholders have an opportunity fo influence the content of policies prior to decisions
being finalized. Consultation also allows for public opinions, concems, and/or questions fo be addressed,
leading to improved relationships and communications between the VWCB and its stakeholders. This contributes
fo the development of an accountability sfructure which is open and transparent.

Setting Targets

Although the consultation strategy,/model is an integral part of the Comprehensive Policy Review Plan, not all
policies under this plan will require public/stakeholder consultation. An annual Governance Council approval
process will identify those policies and issues requiring consultation. The adoption of this strategy,/model will
ensure consultafion is sought when required and used to benefit stakeholders, and the WCB, when developing

policy.

Performance Highlights
In November 2005, the Governance Council approved Policy 00.07 - Consultation, and directed WCB

Administration, to commence the pilot phase of the external consultation strategy,/model using four Vocational
Rehabilitation Policies.

Under this model, WCB's external consultation process involves the following steps:

stakeholder identification and confirmation;

® initial contact and a development of contact database;

* development of a framework of issues/questions requiring consultation;.

e stakeholder contact, including framework distribution;

e follow-up fo ensure stakeholder understanding;

* evaluation of stakeholder responses for inclusion in proposed revisions to policy;

* WCB response fo stakeholder participants outlining areas of agreement, providing clarification (if
required) , and/or outlining current practices; and

e disfribution of draft new/revised policies to the participating stokeholders.

Consultation, on the issue of pain disorders, was also undertaken and completed in 2006.

Programs and Strategies

During its pilot phase, the WCB identified several factors that would improve the outcome of future
consultations. The WCB continues to be dedicated to the ongoing refinement of the consultation process o
ensure greater communication, participation, and fransparency.
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On the Horizon

The WCB will continue to enhance its external consultation process in 2007, with further consultations planned
on services provided to workers with severe injuries and the policies to support the new Safe Advantage
program, which will be implemented in 2008.

Further issues requiring external stakeholder consultation in 2008 will be identified by the Governance Council
as part of ifs bi-annual review of the Comprehensive Policy Review Plan.
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL
REPORTING

The accompanying financial statements of the Workers” Compensation Board and all information in this
annual report are the responsibility of the Board’s management and have been reviewed and approved by the
Governance Council. The financial statements have been prepared in accordance with Canadian generally
accepted accounting principles and include some amounts, such as the benefits liability, that are necessarily
based on management’s best estimates and judgment. Financial information contained elsewhere in the annual
report is consistent with that contained in the financial statements.

In discharging its responsibilities for the integrity and fairmess of the financial stafements, management
mainfains financial and management control systems and practices designed fo provide reasonable assurance
that fransactions are authorized and in accordance with the specified legislation, assets are safeguarded, and
proper records are maintained.

The Governance Council is responsible for ensuring that management fulfills its responsibilities for financial
reporting and infernal control. The Governance Council exercises this responsibility and is composed of
Directors who are not employees of the Workers” Compensation Board. The Governance Council meets with
management and the external auditors on a regular basis. The external auditors have full and free access to
the Governance Council.

The Auditor General of Canada annually provides an independent, objective audit of the financial statements
for the purpose of expressing her opinion on these financial statements. She also considers whether the
fransactions that come to her nofice in the course of this audit are, in all material respects, in accordance with
the specified legislation.

Mormeau Sobeco, an independent firm of consulting actuaries, has been engaged to perform an actuarial
valuation and provide an opinion on the adequacy and appropriateness of the benefits liability of the VWorkers'
Compensation Board.

John Doyle, Jeffrey Dalley,
Interim President Corporate Comptroller
May 4, 2007




Auditor General of Canada
Vérificatrice générale du Canada

AUDITOR'S REPORT

To the Ministers of the Workers’ Compensation Board
of the Northwest Territories and Nunavut

| have audited the balance sheet of the Workers’ Compensation Board of the Northwest
Termritories and Nunavut as at December 31, 2006 and the statements of operations and
other comprehensive income, reserves, and cash flow for the year then ended. These
financial statements are the responsibility of the Board’s management. My responsibility is
to express an opinion on these financial statements based on my audit.

| conducted my audit in accordance with Canadian generally accepted auditing standards.
Those standards require that | 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 my opinion, these financial statements present fairly, in all material respects, the
financial position of the Board as at December 31, 2006 and the results of its operations
and its cash flows for the year then ended in accordance with Canadian generally
accepted accounting principles. As required by the Northwest Territories and Nunavut
Financial Administration Acts, | report that, in my opinion, these principles have been
applied on a basis consistent with that of the preceding year.

Further, in my opinion, proper books of account have been kept by the Board and the
financial statements are in agreement therewith. In addition, the transactions of the Board
that have come to my notice during my audit of the financial statements have, in all
significant respects, been in accordance with Part IX of the Northwest Territories and
Nunavut Financial Administration Acts and regulations and the Northwest Territories and
Nunavut Workers’ Compensation Acts and regulations.

S:u...u qﬂ'ﬂ-ﬂl—-

Sheila Fraser, FCA
Auditor General of Canada

Ottawa, Canada
May 4, 2007
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BALANCE SHEET

As at December 31, 2006 (in thousands of dollars)

2006 2005
$ $
Restated
(Note 3)
ASSETS
Cash and cash equivalents (Note 4] 3,900 8,173
Assessments receivable 4,972 3,789
Other receivables and prepaid expenses 230 1,593
Fixed income investments (Note 5al 129,759 114,684
Equity investments (Nofe 5b) 196,579 160,091
Buildings and equipment (Note 6] 6,877 6,558
342,317 294,888
LIABILITIES AND RESERVES
Liabilities
Accounts payable and accrued liabilities 2,060 1,342
Assessments refundable 537 357
Benefits liability (Note 7) 218,957 206,544
Deferred proceeds from Giant Mine litigation (Note 11a) 15,932
Employee future benefits (Note 8b) 977 857
238,463 209,100
RESERVES (Note 9)
Operating reserve 11,951 15,074
Investment fluctuation reserve 33,488 22,286
Rate stability reserve 38,000 28,000
Safety reserve 165 178
Catastrophe reserve 20,250 20,250
103,854 85,788
342,317 204,888

Commitments (Note 10)
Contingencies (Notfe 11)

The accompanying notes form an integral part of these financial statements
Approved by the Governance Council:
Denny Rodgers

Chairperson, Governance Council




STATEMENT OF OPERATIONS AND OTHER COMPREHENSIVE
INCOME

For the year ended December 31, 2006 (in thousands of dollars)

2006 2005
$ $
Restated
(Note 3)
REVENUE
Assessments 36,651 34,129
Investments
Interest and dividends 13,742 11,581
Investment gains — net (Note 5c| 21,874 16,986
Investment fees (1,145) (1,0206]
71,122 61,670
EXPENSES
Claims costs
Claims costs, current year (Note 7) 29,197 25,729
Claims costs, prior years (Note 7 8,202 (5,778)
Claim costs, prior years' cost of living paymenfs 151
Recoveries for hunters and trappers [Note 13) (873) (904
Third party legal claim recoveries (Note11) (51) (1,628)
36,626 17,419
Administration and general expenses (Nofe 12) 16,430 15,675
53,056 33,094
NET INCOME FROM OPERATIONS 18,066 28,576

Other comprehensive income

NET INCOME FROM OPERATIONS AND
OTHER COMPREHENSIVE INCOME 18,066 28,576

The accompanying notes form an integral part of these financial statements
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STATEMENT OF RESERVES

For the year ended December 31, 2006 (in thousands of dollars)

2006 2005
$ $
Restated
(Note 3)
OPERATING RESERVE
Balance, beginning of year 15,074 11,484
Net income from operations and other comprehensive income 18,066 28,576
Transfer to Rate stability reserve (10,000) (14,000)
Transfer to Investment fluctuation reserve (17,499) (13,5806)
Transfer from Investment fluctuation reserve 6,297 2,900
Transfer from Safety reserve 13
Transfer to Catastrophe reserve - (300)
Balance, end of year 11,951 15,074
INVESTMENT FLUCTUATION RESERVE
Balance, beginning of year 22,286 11,600
Transfer from Operafing reserve 17,499 13,586
Transfer to Operating reserve (6,297) (2,200)
Balance, end of year 33,488 22,286
RATE STABILITY RESERVE
Balance, beginning of year 28,000 14,000
Transfer from Operating reserve 10,000 14,000
Balance, end of year 38,000 28,000
SAFETY RESERVE
Balance, beginning of year 178 178
Transfer to Operating reserve (13)
Balance, end of year 165 178
CATASTROPHE RESERVE
Balance, beginning of year 20,250 19,950
Transfer from Operating reserve - 300
Balance, end of year 20,250 20,250

The accompanying notes form an integral part of these financial statements
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STATEMENT OF CASH FLOW

For the year ended December 31, 2006 (in thousands of dollars)

2006 2005
$ $
OPERATING ACTIVITIES
Cash received from:

Assessments from employers 35,648 32,919

Interest 553 144

Deferred proceeds from Giant Mine litigation (Note 11a) 15,932
Cash paid fo:

Payments to claimants or third parties on their behalf (23,740) (21,825)
Purchases of goods and services (14,793) (16,137)
Cash provided by [used in) operating activities 13,600 (4,899)
FINANCING ACTIVITIES
Capital lease principal payments (1,880)
INVESTING ACTIVITIES
Net transfer (to] / from investment managers” accounts (16,500) 12,000
Purchase of capital assets (1,373) (1,813)
Cash (used) / provided by investing activities (17,873) 10,187
[Decrease) Increase in cash and cash equivalents (4,273) 3,402
Cash and cash equivalents, beginning of year 8,173 4,771
Cash and cash equivalents, end of year (Note 4) 3,900 8,173

The accompanying notes form an integral part of these financial statements
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1. Authority, mandate and shared operations

The Workers” Compensation Board (the Board) operates under the authority of the Northwest Territories and
Nunavut Workers” Compensation Acts. In addition, the Board is also responsible for the administration of the
Northwest Territories and Nunavut Safety Acts, Mine Health and Safety Acts, and the Explosives Use Acts. The
Board is exempt from income tax and the goods and services tax.

The mandate of the Board is to provide benéfits to injured workers and fo levy assessments against employers
fo cover the current and future costs of existing claims. The Board is also responsible for developing safety
awareness programs and for monitoring safety practices in the workplace.

The Government of the Northwest Territories and the Government of Nunavut have signed an Inter-
Governmental Agreement for a shared Workers" Compensation Board to allow the Board fo remain as a single
entity serving both territories. Cancellation of this agreement by either party requires one full fiscal year's nofice.

2. Significant accounting policies

The financial stafements have been prepared in accordance with Canadian generally accepted accounting
principles. The following is a summary of the significant accounting policies:

a) Use of estimates

The preparation of financial statements in accordance with Canadian generally accepted accounting principles
requires management fo make estimates and assumptions that affect the reported amounts in the financial
statements and accompanying notes. Actual results could differ from those estimates. The more significant
management estimates relate to the determination of the benefits liability and assessments receivable.

b) Cash and cash equivalents

Cash and cash equivalents are cash and money market instruments with initial maturities up to three months,
less any bank overdraft. Cash and shortterm investments held by the investment managers for investment
purposes are excluded from cash and cash equivalents reported on the balance sheet.

c) Assessments

At the beginning of each year, the Board levies assessments on employers by applying their industry assessment
rate fo their estimated payrolls for the year. The assessment levy is payable by installments during the year. At
year end, an estimate of the amount of adjustments to assessments based on the expected difference between
estimated payroll and actual payroll is recognized as assessment revenue and recorded as a receivable.

An allowance for doubtful accounts is recorded for assessments receivable based on management’s best
judgment. The Governance Council must approve all assessments receivable write-offs.

d) Investments

Canadian generally accepted accounting principles require financial assets to be designated as held for
frading, heldto-maturity or availableforsale. Held for trading generally refers to financial assefs that are
acquired with the objective of generating a profit in the near term. However, a financial asset may be
designated as held for trading even if an entity does not infend to sell or repurchase it in the near term. Once

an enfity designates a financial asset as held for trading, the designation is irrevocable.




The Board has chosen to designate all of its investments as held for trading. Consequently, investments are
recorded af fair value. The fair value for publicly fraded investments is based on quoted market prices. The fair
value of privately held investments is determined using a yield to maturity method. When classifying investments
as held for trading, realized and unrealized gains or losses, arising from a change in the fair value of the
investments during the year, are recognized in income in the period in which the change occurred.

Inferest and dividends are recognized in income in the period earned. Purchases and sales of investments are
recognized on the trade date.

Investments denominated in foreign currencies are translated into Canadian dollars at exchange rates
prevailing af the end of the year. Interest, dividends and realized gains and losses are translated at the
exchange rafes in effect on the transaction date. Exchange gains and losses resulting from the translation of
foreign currency balances at yearend and transactions during the year are recorded in investment gains.

e) Benefits liability

The benefits liability represents the present value of future payments in respect of medical aid benefits,
compensation payments, and pensions in respect of claims arising from accidents occurring prior to the end of
the fiscal year. The benefits liability also includes an allowance for future claims management costs.

Many assumptions are required to calculate the benefits liability, including estimates of future inflation, interest
rates and mortality rates. The benefits liability is determined annually by an independent actuarial valuation.
The independent actuary's opinion on the adequacy and appropriateness of the benefits liability is affached to
these financial statements.

The benefits liability includes provision for all benefits provided by current legislation, policies and
administrative practices. A provision for future claims arising from latent occupational diseases was not
included in this valuation.

f) Administration and general expenses

A portion of administration and general expenses is allocated as claims management costs to the current year's
claims and the prior years' claims. The amount allocated to claims is reviewed by the independent actuary for
reasonableness as part of the annual actuarial valuation of the benefits liability.

g) Employee future benefits

Pension benefits

All eligible employees participate in the Public Service Pension Plan (the PSPP) administered by the Government
of Canada. The Board's confributions to the PSPP are based on a percentage of employees' contributions. The
percenfage may change from year to year depending on the experience of the PSPP. The Board's contributions
are charged to operations on a current basis as employees render services and represent the tofal pension
obligations. The Board is not required to make confributions with respect to actuarial deficiencies of the PSPP.
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Other benefits

Under the terms and conditions of employment, employees may earn non-pension benefits for resignation,
refirement and removal out benefits based on years of service and final salary. The cost of these non-pension
benefits is determined based on management's best estimates and recognized as an expense and liability as
employees render services.

h) Buildings and equipment
Buildings and equipment are recorded at cost and amortized over their estimated useful lives using the straight-
line method as follows:

Building 25 years

Furnishings 10 years

Equipment, including application software 5 years

leasehold improvements and office space (leased) over the term of the lease
Computer software, custfomized 8 years

3. Correction of errors and restatement of 2005

The opening balance of the operating reserve was overstated and the benefits liability was understated by
$858 in 2005, respectively, due to errors in the historical claims payments file used to calculate the benefits
liability for prior years’ claims. The claims costs, prior years and benefits liability were also overstated by
$2,680 in 2005 due to an error in the calculation of the benéfits liability. The comparative financial statements
of 2005 have been restated to correct these errors. The effect of the restatement on those financial statements is
summarized below. There is no effect on the information presented for the current year.

2005

$

Decrease in opening balance of the operating reserve 858
Decrease in claims costs, prior years 2,680
Increase in net income from operations and other comprehensive income 2,680
Net decrease in benefits liability 1,822
Increase in ending balance of the operating reserve 1,822
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4. Cash and cash equivalents

The Board invests in the shortferm money market. The market yield of this portfolio for the year was 4.05%
(2005 - 3.23%). All instruments held in cash and cash equivalents are readily convertible to cash and are
held in high quality debt obligations issued or guaranteed by Canadian, Provincial, or Territorial governments,
Canadian chartered banks, or loan or trust companies registered in Canado.

2006 2005

$ $

Cash 1,558 547
Shortterm investments 2,432 7711
3,990 8,258

Less: bank overdraft (90) (85)
3,900 8,173

5. Investments

The Board's investment portfolio is comprised of fixed income and equity investments. The Board's investment
objective is to achieve a longterm rate of return that is sufficient to fund the Board's benefits liability, cover its
operating costs, and provide for reasonable and stable assessment rafes for employers.

The Governance Council is responsible for reviewing and approving the Board's investment policy and plan.
The investment policy and plan outlines the types and classes of investments the Board may invest in and

how the Board plans to achieve its investment objective and manage its investment risk. The investments are
managed by external investment managers with different investment management styles o reduce the Board's
investment risk. Generally speaking, investments are held until market conditions provide a better investment
opportunity. The Board regularly reviews the performance of its investment portfolio against established industry
benchmarks.

a) Fixed income

The fair value and cost of the fixed income investments are as follows:

2006 2005

Fair Value Cost Fair Value Cost

$ $ $ $

Indexed bond funds 82,187 81,112 72,432 70,905
Other fixed income investments 47,572 45,866 42,252 39,770
129,759 126,978 114,684 110,675

Included in the above amounts are investments in privately held related party bonds, as disclosed in Note 13.
The amount faken into net assets as a result of the estimation of fair value of the privately held investments is
$833 (2005 - $971) and the amount taken info net income in 2006 is $(225) (2005 - $81).

2006 Annual Report

39




The cumulative unrealized gains on fixed income investments at the end of the year are:

2006 2005
$ $
Fixed income — cost 126,978 110,675
Cumulative unrealized gains 2,781 4,009
Fixed income - fair value 129,759 114,684
The remaining ferm to maturity of the other fixed income investments is as follows:
Within 1102 2105 510 10 Over 10 Fair Value
1 Year Years Years Years Years 2006
$ $ $ $ $ $
Cash, short term investments
and net payable in investment
manager accounts 2,331 - - 2,331
Government bonds . 11,749 4,597 6,719 Q./792 32,857
Corporate bonds - 152 2,332 1,085 8,167 11,736
Mortgage backed bonds - - - 648 648
2,331 11,901 6,029 7,804 18,607 47,572
b) Equity
The fair value and cost of the equity investments are as follows:
2006 2005
Fair Value Cost Fair Value Cost
$ $ $ $
Canadian equities 90,240 49,171 81,286 44,620
U.S. equities 50,9213 47,865 33,879 36,444
Infernational equities 55,426 45,885 44,926 42,283
196,579 142,921 160,091 123,347

The cumulative unrealized gains and losses on the equity investments at the end of the year are as follows:

2006 2005

$ $

Equity investments — cost 142,921 123,347
Cumulative unrealized gains 57,682 39,315
Cumulative unrealized losses (4,024) (2,571)
Equity investments — fair value 196,579 160,091
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c) Investment gains - net

The investment gains - net recorded in income can be broken down as follows:

2006 2005

$ $

Realized gains on investments 6,186 6,411
Change in unrealized gains and losses on investments during the period 15,688 10,575
21,874 16,986

d) Investment performance

Investments are managed by six independent investment managers. The market yield of the portfolio for the
year is as follows:

2006 2005
Fixed income investments 4.09% 6.84%
Canadian equities 15.97% 24.79%
U.S. equities 16.46% 0.16%
International equities 23.28% 8.68%
Cash and cash equivalents 2.63% 2.05%

e) Credit risk

Credit risk on financial instruments arises from the possibility that the issuer of a fixed income investment

will fail to meet its obligations. In order to manage this risk, the Board's investment policy is that short term
investments have a minimum credit rating of R-1(low) or its equivalent and that 0% or more of other fixed
income investments have a minimum credit rafing of A-1 or its equivalent. These ratings are performed by an
independent rating service.

f) Market risk

The Board invests in publicly traded fixed income and equity investments available on domestic and foreign
exchanges and in privately held investments. These investments are affected by market changes and
fluctuations. Market risk is managed through diversification between different asset classes and geographic
diversification and by limiting the concentration in any single enfity to 5% or less of the fair value of the
investment fund. The exceptions to the 5% or less concentration rule are investments of $82,187 in an indexed

bond fund and $55,426 in an international equity fund. Both of these funds are highly diversified.

4]
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The Board's investment farget and actual asset mix at fair value December 31 is as follows:

Target Actual

Maximum — Minimum 2006 2005

Fixed income investments 50% 30% 39.76% 41.74%
Canadian equities 30% 20% 27.65% 29.58%
U.S. equities 20% 10% 15.61% 12.33%
Infernational equities 20% 10% 16.98% 16.35%

100.00% 100.00%

g) Interest rate risk

Fluctuations in inferest rates can affect the fair value of the fixed income investments, as well as shift investor
preferences among asset classes. Interest rate risk is minimized by actively managing the duration of the fixed
income investments as detailed in note 5a).

h) Foreign exchange risk

The Board has investments denominated in foreign currencies which are exposed to currency risk. To mitigate
this risk, investment managers are authorized fo enter info forward foreign exchange contracts, which represent
commitments fo exchange two currencies at a specified future date based on a rate agreed to by both parties
at the inception of the contract, for the sole purpose of hedging foreign currency transactions. There were no
forward foreign exchange contracts outstanding at December 31, 2006 (2005 - nil).

The total amount of investments, at fair value, exposed to foreign currency risk is as follows:

Fixed Equity Total Investments

Income Fair Value 2006

Foreign country currency $ $ $
u.s. - 50,927 50,927
Europe - 20,114 20,114
United Kingdom - 11,687 11,687
Japan - 11,894 11,894
Switzerland - 6,111 6,111
Hong Kong - 2,491 2,491
Brazil - 1,161 1,161
Australia - 774 774
South Korea - 442 442
Mexico - 332 332
Subtotal - 105,933 105,933
Canada 129,759 Q0,646 220,405
129,759 196,579 326,338

Included in assefs designated as international equity investments are $14 in U.S. dollar assets and $4006 in
Canadian assets.




6. Buildings and equipment

2006 2005
Cost Accumulated Net Book  Net Book
Amortization Value Value
$ $ $ $
Building 3,193 150 3,043 3,002
leasehold improvements 403 119 284 186
Equipment 3,542 2,705 837 867
Computer software, customized 3,569 1,092 2,477 2,271
Furnishings 619 383 236 232
11,326 4,449 6,877 6,558
7. Benefits liability
Medical ~ Compensation Future Pension Total Total
Aid Capifalizations Awards 2006 2005
$ $ $ $ $ $
Restated
(Note 3)
Balance, beginning of year 26,711 19,872 32,137 127,824 206,544 209,548
Add: Claims costs
Current year* 6,787 8,151 11,832 2,427 29,197 25,729
Prior years* (72) (1,221) 1,109 8,386 8,202 (5,778
Liability transfer, capitalizations (4,397) 4,397
6,715 6,930 8,544 15,210 37,399 19,051
Less: Claims payments
Current year injuries
Claims payments 1,361 1,042 66 3,369 2,883
Claims management 476 680 6 1,162 982
Prior years' injuries
Claims paymenfs 3,188 2,809 1,949 9,390 17,336 16,227
Claims management 1,116 983 175 845 3,119 2,863
6,141 6,414 2,196 10,235 24,986 22,955
Balance, end of year 27,285 20,388 38,485 132,799 218,957 206,544

*The Governance Council approved a change in policy to allow for payment of permanent pensions to those

workers suffering from chronic pain. As a result of this change in policy, the claims liability increased by $1.1

million for the current year's accidents and $5.7 million for prior years' accidents.
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The following is an actuarial reconciliation of the changes in the benefits liability:

2006 2005
$ $
Restated
(Note 3)
Balance, beginning of year 206,544 209,548
Add:

Provision for current year's claims 24,666 21,864
Interest allocated 14,128 14,072
38,794 35,936

Deduct:
Payments for prior years claims (20,455) (19,090)
Experience gain (5,926) (19,850)
(26,381) (38,940)
Balance, end of year 218,957 206,544

The principal source for the experience gain is lower than expected compensation and pension payments

for prior years’ claims. Expecfations of costs of awarded pensions and the ongoing cost of compensation

and medical aid payments are based on the experience of prior years. The actual payments and awards of
pensions in 2006 have been less than these expectations. In particular with regards to the expected number
of pensions awarded. As well, the WCB uses an assumption of 3.5% inflation for long term pensions, and the

experience in 2006 was 2.09%.

Maijor actuarial assumptions

The claims liability is composed of two parts:

Future claims liability

This liability represents the present value of the expected future claim payments on claims arising from accidents
which occurred on or prior fo the end of the fiscal year for hospital and medical services ("Medical Aid"),
shorterm income benefits ("Compensation”), pension benefits for future capitalizations (“Future Capitalizations”)
and related administrative expenses. “Future Capitalizations” represents that portion of the future claims liability
that is an estimate of the liability for expected pension benefit awards that relates to injuries that have already
occurred.

A provision for expected future claims costs for Hunters & Trappers have been included in the Future Claims
Liability in accordance with the Memorandum of Understanding on Renewable Resources Harvesters (May
1994).

The liabilities for the medical aid and compensation benefits were developed using the loss development
method. This method is also commonly known as the “claims run-off” approach. The liability for future

capitalizations was developed using a modified version of the loss development method.




The following economic assumptions are used in the valuation of the Future Claims Liability: discount rate
7.125% (2005 - 7.125%), inflation — i) future capitalizations: 2.48% in 2007 and 3.5% per annum thereafter
(2005 - 2.08% and 3.5%) i) compensation and medical aid: 3.5% per annum (2005 - 3.5%).

Approved pension liability

This liability represents the present value of the expected future pension payments plus related expenses for
approved pension awards as at the end of the fiscal year.

The following economic assumptions are used in the valuation of the approved pension liability: discount rate

7.125% (2005 - 7.125%), inflation 2.48% in 2007 and 3.5% thereafter (2005 — 2.08% and 3.5%).

8. Employee future benefits

a) Pension plan

The Board and all eligible employees contribute to the Public Service Pension Plan (PSPP). This pension plan
provides benefits based on years of service and average earnings at retirement. The benefits are fully indexed
fo the increase in the Consumer Price Index. Confribufions fo the Public Service Pension Plan were as follows:

2006 2005

$ $

Board's contributions 1,220 1,301
Employees’ contributions 557 535

b) Other benefits

The Board provides other benefits to its employees based on years of service and final salary. This benefit plan
is not prefunded and thus has no asses, resulting in a plan deficit equal to the accrued benefit obligation.
Liability for resignation, retirement severance and removal out benefits measured at the balance sheet date is as
follows:

2006 2005

$ $

Accrued benefit obligation, beginning of year 857 1,153
Cost for the year 152 48
Benefits paid during the year (32) (344)
Accrued benefit obligation, end of year 977 857

45
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9. Funding policy and reserves

The funding policy of the Board is to maintain the benefits liability at a fully funded level at each yearend.
The percentage funded is calculated as the ratio of total assets divided by the sum of total liabilities plus the
catastrophe reserve. Fully funded status is maintained when this ratio is equal o, or greater than, one. The
Board is fully funded at year end to meet its obligations and maintain an appropriate catastrophe reserve.

Reserves are the portion of the Board's net assets which are in excess of the amount required fo fund the
Board's liabilities. These reserves are established for specific purposes and have prescribed levels.

a) Operating reserve

The operating reserve was established in accordance with the Workers” Compensation Acts and is intended
fo profect the Board against adverse fluctuations in claims costs and investment results. The target level for
the operating reserve is established after the target level for the catasirophe reserve has been defermined.
Assessment rafes are adjusted to bring the operating reserve to its target level over a period of between two
years and ten years, depending on the margin by which the operating reserve is above or below the target

level. The range of tolerance for the operating reserve is plus or minus 50% of the target level. The target range
at year end was $5,184 to $15,553 (2005 - $4,920 to $14,759).

b) Investment fluctuation reserve

The purpose of the investment fluctuation reserve is fo recognize the annual gains and losses on investments on
an even basis in the operating reserve over a period of five years.

c) Rate stability reserve

The rate stability reserve was established to fund the provision of a rate discount to employers on their
assessments. The target level for the rafe stability reserve is determined after the target levels for the catastrophe
reserve and operating reserve have been established. The rate stability reserve will be used to stabilize
employer assessments as the investment markef changes and there are fluctuations in the accident fund.

d) Safety reserve

The safety reserve was established to fund safety programs and will be used to implement the Board's safety
strafegy.

e) Catastrophe reserve

The catastrophe reserve is infended to protect the Board against a catastrophic event that results in a substantial
increase in the Board's benefits liability. The Board has established specific criteria for determining whether an
accident or event meets the definition of a catastrophic claim. The target level for the cafastrophe reserve has
been set at 300 times the Year's Maximum Insurable Remuneration (YMIR)] of $67,500 (2005 - $66,500). The

target level for the catastrophe reserve provides for the cost of a disaster.




10. Commitments

Future minimum lease payments on operating leases for office premises, staff accommodations and equipment
over the next five years, and in aggregate, are as follows:

2006

$

2007 1,398
2008 996
2009 704
2010 731
2011 434
Thereafter 358
4,621

11. Contingencies

a) Giant Mine Litigation

In 2006, the Supreme Court of the Northwest Territories awarded the Board $11,825 plus costs of $4,107,
including pre-judgment interest, for the Giant Mine litigation. As required by the Supreme Court decision, the
Board received payment of $15,932 in 2006 from the Government of the Northwest Territories insurer, one of
the eight defendants in the litigation.

The decision of the Supreme Court is being appealed by some of the original defendants and therefore there is
uncertainty whether the Board will retain the full amount received. The appeal will be heard in October 2007 .
In addition, the Workers’” Compensation Acts and Board policy require that, once legal costs are recovered,
the lesser of 25% of the amount of the judgment and the net amount remaining is to be paid to the claimant
plaintiffs.

Unfil the outcome of the appeal is known, the full amount of potential gain cannot be defermined or estimated,
nor can the allocation of recoveries to legal costs and the claimant plaintiffs. Therefore, no amount has been
recognized in income and the total proceeds of $15,932 have been recorded as a deferred credit on the
balance sheet.

b) Other litigation

There are a number of other third party legal claims outstanding for recovery of claims expenses from third
parties. Third party legal claim recoveries, net of legal expenses, recognized in income during the year were
$51 (2005 - $1,628).

The Board has reviewed an appeal made with regard to an overpayment of assessments by an employer. The
Board estimates that it will not owe any amount related to this appeal. While this liability is not recorded in the
financial statements, due to its uncertain nature, the amount of potential loss has been estimated at a maximum

of $978.

A worker has launched an appeal with the NWT Human Rights Commission related to the Board's policy that 47
does not include El as compensable earnings. The case was heard in January 2007 but no decision has been

rendered. The oufcome cannot be predicted, nor the impact on the Board's financial position if successful.
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12. Administration and general expenses

2006 2005

$ $

Salaries, wages and allowances 11,993 11,187
Professional services 2,850 2,772
Office lease and renovations (non-capital) 1,699 1,619
Amortization 1,054 Q59
Travel 1,195 1,210
Advertising and public information 462 326
Training and development 436 319
Communications 424 409
Office services and supplies 341 257
Office furnishings and equipment (non-capital) 266 302
Honoraria and refainers 159 170
Grants 107 212
Inferest expense on capifal lease obligation - 108
Recoveries (275) (330)
20,711 19,520

Less: Allocation to claims management cosfs (4,281) (3,845)
16,430 15,675

13. Related party transactions

The Board is related to all departments and territorial public agencies of the Governments of the Northwest
Territories and Nunavut. The Board enters info fransactions with these entfities in the normal course of business.
The following tables summarize the Board's:

Balances due from related parties:

2006 2005

$ $

Government of Northwest Territories 11 143
Government of Nunavut 762 761
Territorial public agencies ) 19
879 923

Through memoranda of understanding with the Governments of the Northwest Territories and Nunavut, the
Board charges the governments for the costs of administering benefits relating to hunters and trappers claims.
These costs include the increase or decrease in the future benefits liability related to hunters and trappers
claims; therefore, a significant decrease in the future benefits liability can result in a refund by the Board to
48 either government. Due from related parties includes reimbursements from the Governments of the Northwest

Territories and Nunavut for hunters and trappers claims for the year in the amount of $111 {2005 - $143), and
$762 (2005 - $761), respectively.




Balances payable to related parties:

2006 2005
$ $
Territorial public agencies 124 79
Government of the Northwest Territories 62 31
186 110
Assessments revenue, af rafes determined using the same method as with others, from related parties:
2006 2005
$ $
Government of the Northwest Territories 1,810 1,692
Government of Nunavut 1,366 1,560
Territorial public agencies 397 211
3,573 3,463
Expenses fo related parties:
2006 2005
$ $
Territorial public agencies 697 762
Government of Nunavut 203 161
900 923
Investments in bonds of related parties at fair value:
2006 2005
$ $
Northwest Territories Power Corporation
11.00% maturing March 9, 2009 558 584
11.125% maturing June 6, 2011 1,220 1,265
6.42% maturing December 18, 2032 1,990 2,094
5.95% maturing December 15, 2034 1,163 1,182
4,931 5125
Northwest Territories Legislative Assembly Building Society
13.00% Series A, maturing August 31, 2013 382 413
5,313 5,538

The Board does not record the value of other services provided without charge by the Governments of the
Northwest Territories and Nunavut in these financial statements. The services provided without charge are not
significant but include areas where the Board follows government administrative policies and employment
contracts. These services include fraining services, records management, and human resources support. 49
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14. Fair value of other financial instruments

Cash and cash equivalents, accounts payable and accrued liabilities, and other amounts receivable and
refundable are valued at their carrying values on the balance sheet, which are reasonable estimates of fair
value due to the relatively short period to maturity of the financial instruments.
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Box 8888

Yellowknife, NT XTA 2R3

Tel: (867) 920-3888

TolHree: 1-800-661-0792
Fax: (867) 8/3-4596
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Tel: (867) 979-8500
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Tel: (867) 678-2301
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Box 368

Rankin Inlet, NU XO0C 0GO
Tel: (867) 645-5600
TollHfree: 1-877-404-8878
Fax: (867) 645-5601

www.wcb.nt.ca
WWW.wcbnunavut.ca
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doDEBDCOC o “—Dbd| BLAPNE DM PP AL IC o “cDbd bha PDnr I a b 5L 39
A oD 5o~ 45GJCLE @ “cDbdlBhot PP IC PRDPD > o8 AcDrdPh of IPbhAC,
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o) ASPba AZPNoC PO T AcDr/<PhAC

ASPba AZP*&I%rPNC AcDr/ <PhAC

(LAC AS®a SeNDRC ASeha ALTNC ATo(DOHC LRLdC ATtba AP C Aba ArP*e-)TrDN ot AZAGM® o

P NDLIC LCLMY o€ ba (P bNLFC Io=PNUE LOLEIC ATPba AYTPNMY'C Aba AZP*6-)rPN _oC

AZDORL™ o€ LbPLOC DA ATobg ALTNC PDNYNC. (APId DRVMC {PPTHC(P>a D¢ (59JCLC

L= b oAb b LOLEE AToba AYPNYC AStba AZP*6-)%YPN o AZALUCC. bNLME do-PNNC
PGEDNDBECTHIC e NP0 L *adE ATba AX*NoC AMNPAPND= 5N L bNeANC ASeba AYP™5-D5oP DN of
PO, BNLAC Do PN dbFNMDLLA > ¢ AN o “cDPd bha® PDrbobdC Ao®DoLC LCLbdC
ASoba AYPNMC AStba AZP*5)%YDN o AZALLC.

QPUPC AcDPENAC

Ao oMo C AL LebDhndet Abba ArSoodS, Aha AY®NC Po DhycbP™a o3¢

Aeba AYP6 )% DAD Do AcDPdoho® %o, o L PbboIC AL AT So-5IC AcDPdeh o L MC
GJC AToba AbTePL YT QL PRUToCT PaDUbBhNC, APUC Codd A%ba AbP*e-d5rDNDAC AcDrdehAC
GHPODIHELHDE oA JUPLBLDNC ADo-<E o DAL QL Achn b s PDDND N <L
PEDND NP Aoba Ar5oN ¢ AN 5P,

) A=55NC QL Ao bdCe
A=5SINC QL Ao bd(C NNTDPLDC LPINE PP L dPbPe-< "€ o c DECRDPLIEIE Da TN
DWAJ PdI® A s ALE:

A 25 45GJC
A= _PDNC 10 45GJe
Aapd(C, AcMYDE NP SoShDYSerDNC RGN
PPILDL JPLDPLLC L AL AobhTe (DTITODL®)DTIO(D o Lo

BIDLPPNC, AU A DPDLLC § <sqJe




3. 4#PND P CLLSPLLC QL DDy Ubbo o 2005-chAC

APLELDDPLLC Qrded e b NDYoC IHLE AMA 54BN L APl o IP—bhAC

BN D 5IPNDAL 5N §858-02 200517, DoC, CLLPPLodMU ™ of CAL*UNAC o “Dbdl (G PN PDNoC
NNGSo(DALAL DPDPLI® o WA 5o ADPIh o€ dPbho® Do Uo dGJo o “Dbdl (PN

o “DPLB(GHRPNC PUC, PDo-Uo- 9o AL AcDPdBh o€ PPRAC HLEDS A 5deNDPL DT $2,680-
o 20057 CLMPLoM ™ of aNPDoMC ADPP o€ IPONAC, (AP o — INCDYC Pa bbb o 5o ATP#INC
2005-HAC NNTCDbo-5oPL DC PPYTD 5 (odd (LLTPLC, D%/ C DD LD bo-a-C (Abdo-L
Pabbob o sa A% dNeb aha L= 5N NN®YLDC Ao dO%Yo-b> U € IPNPNENG-2 WPNDPLYo? [ >a bde
adr.

2005

$

B0 PV APTUDDILILC MR C e NP oC D¢ 858
BN PP UC o “DdL B(GAPNC IPHUC, PP Mo 19Gdo 2,680
AL A > P Dy D NP L P eoC AU PLoC PaDh—doC 2,680
D > 20 PV ADPeh o€ IPbhAC 1,822
AP VC oTbDPPNC MRV > NDYoC JdLC 1,822

4, Pabbec €CC QL Pabbec CCC CALAC H>®PLYNC

bALAC DSedibYShC(DC P LTDEIC Po Dhob oDAGTA® of. oPAGTALGC DNF®IC (o L2 <LKNPINMC <SG
ALADCDXC 405% (2005 - 3.23%). (LAC A dd(DNC APLLDNC Po DLc (U< 5PC L Pa Phee ot

CALAS 54D 5PC DA% DOC Po DLSe CCP®NDL SN AL APLYDOC ADSbhbo Pbho- Jo-bPrL Yo

DR 5%5-C o DYDLCo Ldo™ ba(l, dAOD% L, DEC5%6C 609 00 W4T 5 LCLoC, ba (I

M2 DNTHFPNDLoC Pa Dbedd o, PR 5%5-C DPIL®NMP_oC DR 5%5C LMPC blomoC NNGPNCPPLYoC
ba (T

2006 2005

$ $

Pa Dbec CCC 1,558 547
P HTDLIC JdT(DC 2,432 7711
3,990 8,258

D *UDNRE: Pa DYedALT b eibNFINC (90 (85)
3,900 8,173

5. JsedeCP>C

bNLAC Jed(ab <KNPINLE A sTb>5e Pl < 5N PP DFLD o AL o LMo-bPN ot I*dH(DrL do-b.
bNLAC DFodTorabdC Ao ALUE Ao Tla 2o DD ddo-DIl dPof DNADeT® ol Dot PabybNNE(D Nk
bNLrC AcDPON0C PN ob, PPN P o o0 PoC, L ACPD MY @ HLle Oo® L
CALPNAa o DAY ®(DbdE PSGCho? Aba AN o,

P NrC bALRC bLMLTBH®HE BDpPbo-T® L M PNH%-Te bLrC JDTdWPre-T]C DM *e® L
o dNU2ob, J®dYe- ¢ DAL L <TadN @ 50 ATPPLO® b oAD" L A bdVo- Vo>
J5edBDLC BALAC Id P> 0 B(VPC L Tbo% bNLPC AN*a Sora A>TV o JSedrabdt Ao ALT o <Ll
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D NodLAT® IdorlTUC dha PNMbo-b, (Lodd Ied®DLC e (PEOC P (o-oC Ied¥ore- e Npo-C
CadNLeab, I*derloTo e NrrHTIoC oUWANMNadode bNLAC Idlo-TC doha PNy, Ac® CAL,
35D APLEDLLIML A oDATIODS T oAUl Do IPderlobdC Ao AGCTheordn < 5.

Codd BNLAC ToDM b LIUDC A do¥o® IPdoCo® <LNPIMDS o INBAC APGFNCDAL Lo
Jed®ro-cn oS b THPa P>,

A) qeeporL = 5N P> DLC

L% dPMrabseCPc QL M ANPere Gsoperl < 5N JPDCD> DPBLEC ISodb(DIC PIuDC:

2006 2005
Lo qpe L% qpee
dPrabsecere § $ dPrabsecere § $
PO Pe<LSo-<PNE PaDLC 82,187 81,112 72,432 70,905
QPUPC oPorL oM AP (D PTCCC JSodTb(>C 47,572 45,866 4252 39,770
129,759 126,978 114,684 110,675

D D®ILOC e 5o AN = ITdTHDIC ALTEI®) o€ ALY AcUdo Ao AN o€ dPe-<LSo-<PNE,
L®INC K\oP(DPLo-NC NNGebT 137, M ANMo-C Ac DAPLLC Ac > %L o Aot CALANCHS 5Ne

o DLPDU ¢ [ %o PP B C ALTEJH®) o€ AZLLDIC DTodBDLC DU §833 (2005 - $971) <L
AN A DAPLIE Ac > oC Pa Dy oC 2006-7 DIIWDC $(225) (2005 - $81).

oKLY AchAIDPLEUOC P DhrdC d9Por = 5N PDDe PPBLD-C I®dB(PIoC omJ®N=_5J <G

DENRN
2006 2005
$ §
Jeper < 5N PP PP - P, 126,978 110,675
oL PP Pa DhdC 2,781 4,009
PP = 5N PADDe DB - [*a IPMa b MNC 129,759 114,684
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drdedt P9 ot PUNC QLA ot dPerL= 5Nt dPDD DL Dede(DIC PJquIs:

Ao 1 1< 2-1¢ 2T¢ 5-1c 5.7¢ 10-1c >Co 10 Lo
456§ 456U § 456U § 456U § 4G § QPP bSeC e
2006-I

Pa DY €CC, P LTDIT DFodSo(Dc
L A UL P de=C ITodTolo-T

W NPIC Pa DY 2,331 - - - - 2,331

LOLed*oC P So-dPNC - 11,749 4597 6,719 9,792 32,857

ddaed>o-C Pl Se-4Pne - 152 2,332 1,085 8,167 11,736

A= 5N PP AL

Pe—<L-<dPNC - - - 648 648
2,331 11,901 6,929 7,804 18,607 47,572

N a 'l o%brPNC
L0 PP b QL PUPC o LMo-5%PNC JSod(DIC DdquIDC:

2006 2005

Lo dPPab®™CaMe  PePe [oa dPlabSeCere qppe

$ $ $ $

ba (Mof ol o%PNC 90,240 49,171 81,286 44,620
MdebSo o To-%PNC 50,913 47,865 33879 36,444
P STD o o o-bPNC 55,426 45,885 44926 9,83
196,579 142,921 160,091 123,347

odKEPLLE PPOPLYGC PaDbdC L APDRC o M o-bPNof J®d(DY o€ doJ®N=5d 4G DS

2006 2005

$ $

@ T o5PNC ISodSo(PLC - P, 142,921 123,347
oKLY PPIDPLYGC Pa DhC 57,682 39,315
o< 4P PPCDPLIC dPDC (4,024) 2,571)
oMo bPNC 5D - [ dPPabseC e 196,579 160,091
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M) D%gDIot ACTHPIC - Ac U5
I5dB(DoC ASTBDIC - A *USPLLE NNBDALLC Padhedo Ae bd e tNDY=a o3¢ ALA AT

2006 2005

$ $

YPGB SMC ACTTo(DIC ITodTb(Pg-C 6,186 6,411
PP UC PPCDPLYGC Po DydC QL IPDLC Dod®(DoC (Lo 15,688 10,575
21,874 16,986

P) J5ed®PLC AL o ¢
d®dBPLC P (DOHE AUALT®) o€ ALTJ®) o€ oo D NP oC. oPATIA>-C DNT®IC <LNPINedC 59J
DI

2006 2005
oper 5N PP DLCIC ISodSo(LC 4.09% 6.84%
ba (M o€ o o-bPNC 15.97% 24.79%
MdelS0¢ o o-5bPNC 16.46% 0.16%
P SUATD o€ o M o-5bPNC 23.28% 8.68%
PaDbec €CC L Pabb=c ©(C CALA= >qPLYNe 2.63% 2.05%

r) PP ot dPha D¢

Pbhof dPha ®IC A“SMC Pabhenobd Ao AdDLC APQTHECTIC (A% AYBRDNCNR 5oPorL = SNP

PADD DFLOC I U N *UIA%a A 4% U of Arn db®(ob. P (P =5 (*a. dha ®I%,
bNLAC JDd¥ro-51C DALMLE P LD ITdP (Do [Po-Urn dHBNNDE Pbho? o sa A% <PNob R-
[-75(ANY) DR 5%5-C (ALA= 5By b L (dd 90%-UC DR 525-C DU (o IPUNC TPorL = 5P

PADD DFLOC I [Po-BLUrn (HbPNNDC Pba? o s A®NPN? A1 DO 5%5-C

CALAS 54%PL b, (LPd4 o 50 A®PPPNC A MO AT IC o sa AP0 APNSHNC,

) DA o dPha I

bNLRAC D%ediePThe(>C PodIAG 5 o€ oDADIDIoC Pl = 5N PDDe PP o€ L o W o-%PNoC
d®d(DI o¢ DA% DI o€ ba (T L oo W PV (DTFPA>o- L AL o€ APLYDL o DTodTo(Dd o,
(Ledq DFodPBDLL PO PATTE o PP L IPP®(Gon b of. oDATIO> oC doha PIDLT b (DS
(LD 4B U™ o€ PO AINE A bd U ¥C L oo o (LD dPDHLe > o H
PebPBNNLI oUW oW o J(DPIC JdB(DLC §%-Uob DR 525C IV eb [ %o IPMab®(C
DT C Po DLC. LI NDDC 5% 00 DO 5%6-C Do o= Ua PND o> o DILT (Lbd<
J56dTo(PIC A€ §82,187-00 POLoC G o-Fhab PIDPN—" P So-PNo- Pabbo- <L
$55,426-0° P SNITD of oM o%PNo- Pabbo. (L9PC (bdd PaDiC oA e (LD—*NPLLLC




bNLAC JedTrgbdC IGLONUC L ASINC bN=Vo-=c SN [ dPPa b oCUPNC AQ 31T DAUIDC:

JGLbL o bN=c_C¥do e
ArdeedC e Do-5o<C 2006 2005
qoope 5N QPP DB gD 50% 30% 39.76% 41.74%
ba (M o€ oY o-%rPNC 30% 20% 27.65% 29.58%
MdelSoC o o-5bPNC 20% 10% 15.61% 12.33%
P SUATD o€ o o-5bPNC 20% 10% 16.98% 16.35%
100.00% 100.00%

o) AcP<PNC APPC dhaPNL

APP®C- ' A PPNE IPUPC IOTPo-bPa #DC [ 2o dPMab®( o PerL = 5N PD(De DS

5ed DAL, L SCDT e PHJ(D> 5N IR Ao APLo-BRY ™ o€ ASINC Ac oMo 0. Ac MPNC PYUNC
d*ha PN oW e N (Gobd¢ ddoDNNo-U o PoYL < 5N PD(Dec DT Iedib(Dc

a e AFSePLINIC NNSebSe SAT).

) oo ot (DrbNbSo D¢ d*harNL

bNLPC JdTr/ D€ Po DrDPDrldo® oo ¢ PUC Pa AYNIC (L0 Pa Din YDINIC dPha PNToTDC,
OWINLA“ 5 (L doha PN, D%dYo-Te b CIC AS™a So-TbBNDDC YD IC o —TWIC P oF

(DY BNPNoC b2IGINDP>a BND_5M6, Codd KPS (PP o (DFrD(Da Al G- ot

L5 PaDhra D a 5o AL POo-T DT L=d PU PP ™ (1P ¢ Aa A4%N oS

APLND N5 (2o b2I9N, A7 5 WDNPLa i oo —TH4E P o€ Po Dot (DTrbC o,
PO I oa —SE PV o0 (DFoPBNPNC b*IGUNCToe DU S PSP > Db NPN=_5J AL 31, 2006 (2005 -
A& ),

bNe NS qrANPG-Pe Jede(DLC, [ *a PrabTo( NS, dOTMDYOIC oq —AC PUC Po DL ™ o doha PNoC
DN

Jeopop < _oNp aTo%PNC bNBANC DSedeCDLC [ *a.

. PP PTLEC dPPabeCPC 2006

00 S U _oC P PHC $ $ $
deLAC - 50,927 50,927
RDGC - 20,114 20,114
do ACC Pt - 11,687 11,687
Lo - 11,894 11,894
PO > - 6,111 6,111
H{v b - 2,491 2,491
DGR - 1,161 1,161
54 - 774 774
o4€ dnd - 44 442
rord - 332 332
Sde_eCC bMbAe - 105,933 105,933
ba C 129,759 90,646 220,405
129,759 196,579 326,338
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A DNPLLE AN NeddeDPLY ¢ P TP o€ o lMobPNC ITdDND SN §14-2UDC [dLAC Pa DLLNJC
AINS <L §406 ba CMDC ASINVPNIC,

6. A=59NC L Ao bdCC

2006 2005
P, _odbPLs Ac_LserJse Ac_ > Sep|_Js
oUNTLdo NNSADZLL® P, NNTDILI PU,
$ $ $ $
AL 3,193 150 3,043 3,002
APLEDRE QoI5 5oPLc—So(DrLC 403 119 284 186
Ao bd(C 3,542 2,705 837 867
HGDLTINC, AcYen dCDrLC 3,569 1,02 2,477 2,271
A< _>PbNC 619 383 236 232
11,326 4,449 6,877 6,558
7. AcDrP PR o¢ dPPKAC
oo dPPSe(Po-5 I (Dserse(PrInc 7’9o T A®ba AZP*&DerDNC bNeANc beAne
Ab<NcC Pa PPN APN—AUILC A=DDC 2006 2005
$ $ $ $ $ $
NNSo(Db®o-SorC
(Nnsebse )
Ardede, APd=®N=_J 454 26,711 19,872 32,137 127,824 206,544 209,548
A cDNICE o =Dl ®CGAPNC IPYC
Lo bdC QG+ 6,787 8,151 11,832 2,427 29,197 25,729
POo o G (72) (1,221) 1,109 8,386 8,202 (5,778)
PONAC NN, Po Drbbha AP - (4,397) 4397
6,715 6,930 8,544 15,210 37,399 19,951
A= UDNLE o “Dodl #(GAPN o PDNC
L2 bdt G ¢o<O0C
@ ScDbdL®CGAPNC IPDNC 1,361 1,942 66 - 3,369 2,883
@ ScDbdl (G PN e No- 476 680 6 - 1,162 982
POo o Gle §Eo<CC
o Dbl (GAPN L IPDNC 3,188 2,809 1,949 9,390 17,336 16,227
o “cDbdl®(GAPNob > No- 1,116 983 175 845 3,119 2,863
6,141 6,414 2,196 10,235 24,986 22,955
Ardede, doJ®n=sd 45Gd 27,285 20,388 38,485 132,799 218957 206,544

A D MPC BALAE M PNTHe D®DC GPPe-Uo DADC P(DI>q =5 (POULTIC AStha ArP>6-)%r/DNC
(Lodo™ A%ba AYHN o *o-d¥ > —®) ¢ CALANCA= M (oAl dPPo-Uof DALDS, o “cDbdl ®(G PN oC
PONAC APl D€ §11 Fd®o® [®abdt dFGIM AP AP L §5.7 Md®o® PPoo 9o
AP 5APBECTPLLoC.
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DI o Dol Pha® PDnobd o NI QPPDIoC ADPh ot Pbhom:

2006 2005
$ $
NNSeCPb®o-SopLJC
(nnqbbqb 3)
Ardede, AP ens_sJ 456 206,544 209,548
Ac DS

dsoPe(dPLI% NNGPLoNJC Lo dC 45GIM o “cDbdL (G PN oC 24,666 21,864
Ac LIPS KoSQ@B(PCC 14,128 14,072
38,794 35,936

AT UDNLG
PN PO Uo (Go o Dbl (PN oE (20,455) (19,090)
Ao TC AQESo(C (5,926) (19,850)
(26,381) (38,940)
ArdedS, do-JoN=_d 456 218,957 206,544

NOENDS 5L 4% A PLoTC ACT—B(DI o€ (No-BDDT o DPFDI-C (DToro(DrdNe-C L

Aba A7P5)® DN PDNoC PPo-Uo 499Jo- o "Dl ®(APNE. on DPYDLC PUNC ADDPLC
ASoba AZP5)®YDNC L bd? Q=¥ o ®IC ANNe-C (DIY(DrINC L (o-dPDPNoC AbdNoC IP—DNC
LtPLOC b oA doDrldo® POoUo (9o PPN CCC L ADDC Aba AZP5-I5¢DNC 2006-
[ dNo*DPLDC (da * U on DPYDIo-C A SA®I® AN SMC o DPYDIC bNDo-UC ASeba ArP>e-)%rDNC
ADDPLLE, ACD, ATba AY*NC o “Dbdln PUC bNLAC DBCHIC bUTLDL o€ 3.5%-0° Ao IAa AC
PO M 0¢ AdoDI ATba AP*5-IDTrDNoC, L DD DI 20067 2.09%-cD>C.

ALLADSC @ “cDbdlbho® dPcDnrobdt b PL><C
0 cDPL(GAMPPNLE PERAC AS SYNC [ P OC

PO @ Dbl ®CTAPNP of IPbhAC

Codd POV K5PLPMDC [ o0 AP of o DPYDIC POo-T o “cDbdl o(GAPNoC PDDodTINYD= 5N

@ “cDbdLCGAPN o AP PPLI ¢ AP APCDeC (ALAPLY o€ AN 5d Pa by ®a % (5G] DO 52eC
rP0-o (odiL e AL 4o dPDTDobdt AMNDNOE (“doo-dPDPNoC AbINC”), P LD Pa bydoC
ADPG-C (PP DIINTT), Aba AYP*5-)TPDNC ADPPh of POo-T Pabrbdha APN—IWN o (Yo
PaDrybha APN—AWLS?) L AU ot 4 e P no Tl PDNoC “POo-T Pabrbbha PN K5PLP(>C
(Aod o™ A of PDoT o “cDPdl (PN o€ Pbhof o c PILPDPLINY® ¢ PbhAC o DYDY oS
A%ba A7P=5)5/DNoC AcDPN of ADDL o€ AU ot o%orld o€ CALAPLYA Do,

dHPe(DPLIT NNS®PLo NI o DYDY of PDoT o “cDedl BCGAPNNAC P ™ o¢ dUWa oM o€ DLL
[PPLSe-4oN o€ A DoDPLOC Do o “Dbdl ©CHPNoE Pty o€ LbAd Aa 4o IPYPLICDNo-5
dUPC AP 0a DCo® A7SNPho® dWa AN (LA 1994). 47
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PGRAC *o-dPDPN oS AbdNoC L (RPN o ADrdPh of AC=—dND DFC D) IPDro-T1C
NC=—dNNFIYSe, (o Acn?dP® dNTHoBNDLIAUWNS®DT ALL “q “DedL (PN _ L BNDN- V> oC7

A s, PPRAC POo-T Pa D¥rPha APNAVIR o6 NC=—dN(D DTFIC DA PP T PP, IPbpo-5 [
AC==ANN=ID<.

DI PaDycDPNedE bPYDLC PDBDPLDIC PNDPD NI PDo-T o “cDodl BCGAPNC IPPHAC:
Ac_*UDNLE BNDMNC 7.125% (2005 - 7.125%), AadA>a AC POLE—doC - 1) POoT Pabbbha APN—IUNC:
248% 20077 QL 3.5% SGJALC PUo-o- C(LOL (2005 - 2.08% <L 3.5%) 2) (DSerYSe(b»InC QL {*o-drDPN ot
NodNS: 3.5% <5GJCLE (2005 - 3.5%).

YPCDPLIC Aba AZP*6 D% DNot IPcbhAC
(odd dPPHAC WPLP(DSC [ *a PINNo- o€ o DPYDIC /DT Aba ArP*e-)%rDN ot PDNC L
AN o€ PDNC IUPPLY ¢ Aba AYP*5-)TrPNof AP of do-J®N=5d Pabben a5 59,

DI PaDbDPNedE bUPYDLC DD AUISC PPN SMC (PP ATba ALP™5-DTorDN o¢ IP—ELAS:
A *UPNRE bDo-NC 7125% (2005 - 7.025%), FadA¥a AC PO do-NC 248% 20071 <A-L 3.5% P¥Jo-lo
(LOL (2005 - 2.08% <L 3.5%).

8. A%®ba AF®No¢ PO T AcDr/IPNAC

A) Aba AZP&I%YDNOC ALAA®

bNLrC L CLAC A% TNDAC ATPba AZTPNC Jo- PN LEOLEC Aba AZPNYC ATba AZP*s-I%rD( o¢
AZDO M of. (o A%ba A7P*6-DPDN oS AYAGE ACTHP(DOOT ADrdho® bl do® dGJob Aba Ar%rl bob
AL AMANPoldeC b Pa DrdC (APALo a lL??WDAT. (vdd ADIINAC (LT DTN SC
AR50 DA PPLLUWIH(U® o€ o sa Abd(Gob. JoPNC LOLEC Aba Ay*NYUNC

ASoba A7P5)®DN o AZALU™ of ALADC DT>C:

2006 2005

$ $

bNLrC Do-PN e 1,220 1,301
Aeba AZ®NC Jo-PN C 557 535

A) QPUPC AcDPENAC

BILAC ACHBNNCDE W2 ADPhod Ao Ay o€ LT IFGJC ASoha AbSPLLAC QL PYJ=c5o<”
Pabrhbhn e DRCUC, (P AcDPdoho® AbAD® Do o Pabbib®NDEUc % L (ALA*-Yof ASINTHB e,
b8 PbToe< Do 0 INo® ADPLEU Do AcDrh o€ Abn b5 (Do, PbhAC oTobTe-5 I,

& LLP7 o€ obDIPNoC AL DT SoIC AP of BB Pabbo® o NP DS 52o DIIRIDE:

2006 2005

$ $

APDPLELLOC ADPON o€ A 465D, PN _5J 56 857 1,153
ARV 152 48
ADILRAC DD DTIC 5GJT (32) (344)

AADPLEVPOC ADPN o€ Ao TP, domdoN=_5) 455 971 857




9. PabLb®NNGSIC DAL L DdLC

Pa DLbeNN-SIC DALMLE bNLAC G9PPLNNa 2D ADPON o€ Pbho (<ot Pa DLrSbSeN(DShCS_Ne
45GJ¢ Qoo (Lo, DRUNC Po PLSbSeNCDLC & KD [ b= 5T bNeANC ASINC JbdoNegb L

QM AAeNTNPS SPC bNPLY oS bNPANC P—GPh o€ ALl 5 ALK ASP 5P IC DdLE, (M Nob Po DLibeN(Do-e
GePPLND>OO® (%o bNCNLDLse acINN=d, DR 5%6C ¥ =®DN"5d, ADPTE. bNLrC JCVPLab

Pa DLSbeNDOC SGJ do-JBN_5d Lo o PC Aba d5%b%Co <Ll SePPLNNaAorANe & Ll Dot AQZ<Ie

AP 5451 DdLo-b.

2L A POAC bNLAC Ac *MLrL < o€ AINV® o€ M Ae-h o€ M ANNo-n b 4% o-C Pa DLTHTNNZICDLC bLMC
PPN b, (0d4 DILE APLFND DPIC AU (g AZINTbToA NP L a sa APDLIo? e TDC,

A) P NCPLoC ddLC
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